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A, Introduction

This report susmarizes the results of a survey conducted
by BDusiness International of imvestment potentials for 13 product
groups of the apro-industries sector in the developing countries
of Africs, Asia and Latin America, particularly in the 42 countries
l{sted in Anmnex A. The study, which vas commissioned by the
Industry Sectoral Studies Section of the United Nations
Industrial Devalopment Orgamisation, (UNIDO) has been formulated with a
view to providing UNIDO with information required by govermments
of developing countries, which would assist them when making policies
for the cstablishment and expension of viable agro-industrial enter-

prises.

The muin objective of the survey ves teo ascertain company
views on the iavostment possibilities for further processing of the

produet included in the following groups in developing countries:

= eesreal grains

- cane and best sugar

= starch and stavch derivatives

= meat and meat products !
« fish and fish products ;

« poultry preducts

gy



= milk and milk products /
= @iible animal fats ‘
= coffee and products

= ¢ocoa and products

= tea and products

= animal feedstuff

= liquid feedstuff additives.

The results of this survey presented in this repert have
been grouped in three parts:

= an analysis of company respunses to the questiommsire

md results of interviews conducted with compamy offiefals.
= & statisticel summary of respomses to the questionsaive.
= current production, consunption and feveign trade

aggregates for sach of the prodwct greups ond oupected
trends to 19483,
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Summg Responge

0f the 250 imternationsl companiss that veceived B1's
questionnsire, 70 companies (or 10%) responded. Inedepth interviews
were held vith 35 companies, 19 of vhich ere mambers of FAO's Industry
Cosperative Program (ICP).
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With the 70 responses, the vast majority of food-
processing companies with current or planned operations in the

LBCs has  been accounted for, in Bl's view. The 20 too,d-g&ntm

sompanie: that participated in B1's survey curreatly operste 241

ecompanies in 61 LIC couptries. Their food-processing operations

in LDCs by product category are prasented below:

Procesaing

Units

3] Covesl grain

13 Stareh

0 Suger & confectionary

» Neat, pesitry and animel fas
] Seivy products

s Cotten :
% Aninal fond

‘f- Various finished consumsr fesds

M




As BI has promised to keep confidential all information
provided hy the companies, their names have bsen kept anonymous
threughout the report. The fact that the report would be confidential, '
B feels, has been a major factor in the wide acceptance and willing~

ness of companies to participats.
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In conducting this study, Business International employed

the following steps:

1. Product profiles for each of the product groups were
prepared based on statistical data on production, con-
sumption and foreign trade as well as views on future
trends and processing possibilities in LDCs, from the

following organisations:

The Food and Agriculture Organization (Rome)

= The Organization for Economic Cooperation and
Development (Paris)

= The Tropical Products Institute (London)

= The International Wheat Council (Londom)

= The Commonvealth Secretariat (London)

= The International Coffee Association (London)
= The International Tea Committee (London)

= The International Sugar Organization (Lomden)
= The International Cocoa Association (Londen)
= The National Renderers Association (Brussels)
= Pan-American Coffee Bureau (New York)

= The Foreign Agricultural Service of the U.S. ’
Department of Agriculture (Washington, D.C,)

= The International Trade Centre UNCTAD/GATT (Geneva)
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3.

At the same time, interviews were held with several major
food-processing companies with investments in developing
countries as well as Industry Cooperative Program officials
to obtain their reaction, comments and suggestions on the

questionnaire to be mailed to the target companies.

The questionnaire that was prepared for mailing to leading

food~processing companies was designed to elicit the

following data:

= Company views on investing in developing countries, the
form of investment they prefer, the factors determining
their future investments and possible areas of concern

in terms of host government policies.

= Company asssssment of investment possibilities for

each product group by individual country.

= Company plans for future investments for sach product

group by individual country.

= Company assessment of new processing technologies

likely to be implemented during the next decade.
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= Company forecasts of market growth and the 1985

potential market for the products of interest,

The questionnaire was mailed to 250 leading international
companies*involved in processing the products covered in this study,
located in North America, Europe and Japan. (See Annex B, for

a sample of the questionnaire and covering letter.)

4. BI researchers conducted in-depth interviews with 33 companies

(19 of which are members of ICP) in Japan, North America

and Furope.

®* The names of the 250 companies were mailed by BI to UNIBO on
September 20, 1976,
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Chapter 1

INVESTING IN LDCs: COMP

1. Comwpany Experience

Most companies answering the questionnaire - even those
that have had soms of their projects in LDCs fail - comsider that
their overall experience in developing countries has bsen favorable.

Only s few have rated their overall experience as unfavorable,

The major reasons for failure were natiomalisation,
disvuptions due to military action or the lack of LBC government suppert.
Savers! Europsan companies mentioned nationalisatiom of their investments
in formar colonial territories as being exsmples of imvestments thet
vitimstely failed. Other causes included: insufficient feasibility
study prior to iavestment, drastic decresse in demand folloving changes

in the world economic situstion, & commercially unsound operation

and an uncconomically based export company.

Por one major multinational food processer with sver ¢0 years
of emperience in production and marketing in nvmerous LIC: vorldwide, '

{es only divestments = which heve bsen fow - were in the Rast Rurcpesn
countricvs following World War 11, A number of firwme complained about the
difficulcies caused by the Irsnian divestment decres and in doing

business in such capricious climatea.
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i. Types of Cuoperati Prefs

a. PForms of Investment

The multinational compenies are overwhelmingly
open to new forms of ccoperation in LDCs. Most are receptive
to participation in equity-sharing consortiums amd joime
ventures with government participation. Only a few
ore dogmatically opposed to government equity veatures or

mlti~company consortiums.

More than half of the respomding companies sre willing
to ascept a minority shave in & LDC-based company even if
they do not have menagement contrel. The remsinder ave
villing to engage in jeimt ventures only in cases where they

mistein control,

. Por those companies vwilling to accept mimerity
oquity m vithout managemsnt control, only a fev are
sategorically sgainst memagement contracts on & fes basis
onee the plent is operationsl. Reughly ome third weuld
Wever accept marketing demands by LOCs for products leecally
precessed.




In gensral European and Japanesa companies
ave much more receptive to equity sharing and management
contract forms of cooperation than US companies. This is
mainly due to the nature of their business: The participating
European Companies are wostly engaged in first-stage processing,
such as grain milling, dairy processing, poultry famming
and hatcheries, sugar refining, starch manufacturing, and

cocoa processing.

As primary preocessing operations gemerally
requive heavy capital outlays, Europesn companies (many of which
suffer from poor capital ressrve positions and & parancia
thout nationalization stemming from earlier colonial enperiences)
sve prepared to sccept mimority share positions and menagement
contracts, snd actively promete turnkey operations im plece

of capital imvestments im LOCs,

— e G G G A TN G AR TEE S O G e b

The Jopanese companies, becauss of their pre~
dominately "trading company” orientstion, are maisly intevested
in favesting in LDC operations in ovder to "securs” supplies
st ressonable terms and conditions. They thevefore are net
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looking exclusively for rsturn on investments from thsir
equity positions (although once they invest thsy are as
interested as any shareholder in reasonable returns),
but their major criterion is that the capital investment

assurs them preferential treatment for supplies,

On the other hand, US companies ars mors
interested in maintaining majority ownership, or minovity
ownership with management control. This is especially
teue for companies producing branded comsumer products. Beceuss
these products often involve marketing and advartising
expenditures in building brand name franchises or "trademarks,”

these companies prefer to maintain strong eguity positions

snd especially management contrvel,

One company’s two-fold approach tovsrd equity
participation illustrates the divergent investmsnt pelicies
botween first-stage processors snd producers of finished
bronded food products. Por this company, its investment
policy depends on the fowm of production = i.¢. vhather
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the {avostment s in flour milling or in production of

finished branded goods, Its policy is outlined below: '

1. Branded consumer goods - The company's policy
is that any investment in production facilities
in LDCs requires 100X equity ownership in which
it has full control end assurance that its trade-
mark will not be jeopardised or requires manu-
facturing under license in which the trademarks

and technology are protected by air-tight mems-

fecturing contracts.

2,

= Company pelicy sliem
for joint ventures with majority and mimericy

G

share positions and even minority equity pesitiem
without menagement contrel.

Nevertheless, US as well as Buropean and Japansse
feed processors ave villing to review ssch situation on ite

ova merit and would be open to other forms of favestment

ssaperation. After equity positions, most companies stete
that they prefer licensed manufacturing agresments an the mest
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dasirable, followed by management and consulting comntracts.
In genural, vhere equity positions are not possible or ¢
bocavsc of high risk factors, companies with special trade-

mark or technologies prefer licensing agreements.

Turnkey, or the outright sele of technolegy,
kasvhov, training programs end mechinery for cost plus
commission or o fee, is preferred by companies with low
eapital tesstves and cempanies that have had negative
esuperionces in LOCs such as netiomalisstion or govermment
abvegation of incentives and protection of their iavestmsnts.
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MEAT PROCESSING COMPANIES'
EXPERIFNCE WITH MANAGEMENT CONTRACTS

In peneral, few multinational meat processing
companics maintair equity positions in meat plants in devel-
oping countries. As a result of nationnlizations in Latin
America, most meat prucessors prefer to provide
managemcnt services or turnkey operations. Many
have created subsidiary companies that sell techmology,
machinery, management expertise and complete turnkey projects

ot & fec plus commisaion.

However, most companias directly involved in meat
processing and marketing are no lomger receptive to supplying
senagement expertise on & management contract basis. This
stoms basically from two reaaons:

1. Bad experiences in which the total cost in displaced
manpover, actual costs and company image have far
exnceeded the initial conmtract fees and ultimete
remuneration, and

2. The lack of available, trained personnel for such
contract durations required to startup or reorganise
a wmeat processing and packaging operatiem.

One company related a story in wvhich its wmenagement
personnel was imprisoned because they disagreed with the local
menager's handling of the business. They had beenm hired to
operate, direct and manage the business, yet when they voiced
their opinion they were seat to jail. Obviouely, the company's
image was marred and in the long run the total costs far

outstriped the remuneration,




b. l__\.anlz and Technology

Long-term supply contracts at fixed prices would
be considered by only a very few participating companies,
their main condition being that the prices either be pegged
to an inflation index (in ome firm's csse, to the UK retail
price index) or be fixed at a future date on the basis of
8 cost formula specified in the contract. As ome company
put it, such a contract would be considered "only if there
were & price sdvantage or supply shertage and the contract

would guarentes ita supplies.”

Practically all companies sxpect the conditions
guerantoeing the protection of their technology, patents and
trademarks to follow imternational prectice. Severvsl of the
cmpanies would also expect additional protection and
swarantees from the LDC govermment.

By far the most important i{ssue that conpanies
wuid like to discuss vith developing countries is the crestion
of & long-tern investment and sociceconcmic climete thet wowld




- =9 =

be receptive to generating an acceptable returan om in-
vestment. In order of importance, the specific points to

be raiscd concern the following:

- Repatriation of profit guarantess

=« Guarantees against natiomalisation and ether

favestment protection

Govermment incentive schemes and protection against
imported competitive products

- Availability of raw materials and duty-fres inport
rights '

= Assurances that intermal political mattors wiil
st nogatively affeet the company's sctivity

= Assurances that there vill be no unvessensble
restrictions on the impertation of foveign persommel
or management

= Availability of local labor and training progrems

« Available local techmelogy.

i - — e e en G OB G O G A @ & & & @& o= D
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4 !&i"" Tactors Mtomggig Inves tment

a. Where the Ewmpl hasis Lies

One international executive summed up his company's
L0C imvestment philosophy end in so doing echosd the majority
of companies’ policies in revieving equity share investments

in the LDCs:

"ge look first for s positive market potential.

We pever look for govermment incentives; v

disingentives, such ss ishivitive price controls,
wasconomic limits on cepital repatriation, ov
threats of equity aationslisation. If we find
evidence of these, ve weigh the {nherent risks
tor the present, medium= and long-rengs with

the sconomics and market potential. If the

net result is positive we invest} if not we look
elsevhere or comsider lower-risk perticipation
such 88 turnkey, MERagement contracts ot liconsing

ssmlacturing.”

. look for presemt ot historical govermment
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The vast majority of companies participating in
this survey maintained that when they are making a decision
to invest in an LDC, they lay the heaviost emphasis on the
long-term local or regional market potential, which takes
into consideration the market sise, level of sconomic

development and economic growth rate.

Only after the market potential is determined
positive for investment do companies then weigh other
wmitigating or potentially enhancing factors such as the
likely role internal politice may play and the availasbility
of vew material. After these first three most important

fesues, companies consider the following factors im ovder of
ingortance:

= Govermmont incentives end protection

= Availability of qualified management or traiuned persconnsl

= lInvestment and financing guarantees and availability
of low=-interest loans

co—

- Qood infrastructure and availability of ancillary services
- Avallability of low-cost laber |

= Goversment support on agricultursl development programs

= Stable laber climate




—— wwwe G D G S G O & e & o o =l

—-

- 1-12 -

b. Weighing Country Incentives

Although the existence of government incentives
were placed fourth in order of importance, they play an
important overall role in assessing the economic feasibility
of whether or not to invest. All companies with the exception
of a few stated that govermment incentives modify their
assessment of investment potential in each LDC., The following
were most often cited as interesting incentives (listed in

order of importance):
- Lower or no tariffs on imported raw materials and
capital goods
« Protective tariffs on competitive imported products

- Tex holideys

S e

= Lew-interest loans or govermment guarantess

= Low-cost or fres land grants.
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5. New Role of Companies in LDCs

Multinational firms have modified their‘objectiveu toward '
investing in LDCs over the last decade, Many have come to realize
that their obligations go beyond efficiency and return on investment
and also must include a contribution to the nutritional, labor,

agricultural, trade and general economic and ecological policies

of host countries. In addition, many have decided that the most
effective way that they can participate in the processing of food

in developing countries is to provide technology, knowhow, machinery
and managcment as part of technical assistance programs, or turn-

key operations rather than taking an equity positien.

Below are a few selected cases that illustrate some of
the nev roles and arrangements of multinational agribusinesses in

developing countries:

= A major international firm has teamed up with a local
firm in Indonesia to develop new lands and at the same
time provide new production for the local and export
market. The crop selected, corn, proved to be inappro-
priate for the area, but a new crop has been planted and .

the objective of providing increased production in what

was once a jungle area has been successful.
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In its partnership with Pakistan, another multinational

has helped develop the inputs to increase maize production
in the country because of a lack of local supplies.

It provided new seed varieties, an extension service

for the use of seed, fertilizer, pesticides, etc, to-
gether with a guaranteed price system and a handling,
drying, storage, and grading system for both small~scale
and large-scale farming operations. As a result of the
company's success, the government has requested its
services to develop a sorghum system for the country,

which is beyond the firm's primary operation.

= A major Western firm, through its distribution relation-
ships, has been developing nutritional analysis of human
needs in specific developing countries. Its most receamt
program in an LDC consists of finding the most appropriste
ways to introduce improved nutrition, given the local
diet preferences, applying the technology developed by

the company.

In taking a different strategy, an international food
processor entered into a joint venture with the local goverament
development bank and local private investors to set up a dairy pro=

cessing plant in a Latin American country. The company provided

RN e = At~ 1 e e+ mne
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capital managerial skills and processing technology as well as
procurement expertise, It worked with small farmers to develop B |
more productive dairying techniques and provided them with a new,

nearby market outlet for their milk production,

Another firm focuses on the other end of the food chain
= i,e. food preparation and distribution - and has helped an LDC
govermment through a technical assistance contract achieve signif-
icant economies and increased sffectivensss of the country's school

and preschool feeding programs,

An international grain compeny has enterad into a pariner=
ship with the government of an LDC whareby the equity owmership
of the flour mill would over a specified period of time be trane~
ferred to the government with the role of the multinational shifting
from owner to paid menager under a management contrect from the
government. And in the feed sector, companies are agreeing to swpply
technological and veterimarian knowhow for pig, poultry and cettle
bresding.
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CHAPTER 11

HOW _COMPANIES RATE LDCs

Intreduction

This chapter analyses the participating companies'
present processing operations in developing countries and the
main factors influencing their investment decisiong; their
evaluation of LDCs in terms of whether the countries presently mest ot
do net mest their criteria for imvesting and the major ressoms
why or wvhy not} and lists the countries im which they are plen-

ning investments in the future.

This analysis is based on the questiommairve smd inter~
view responses to Question Nos. 3, 10, 11 and 15, which were
formulated as follows:

"3, 1f smy of the products are being produced or precessed
by your company in any of the countries listed ia

Anmsx A or other developing countries (LDCs), on the

asnt page please list the LDC countries, products

being processed in that country, type of ownership
(joint venture, partmerehip, limited Lisbility, ete.)
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or whether on s contract manufscturing basis or a
licensing venture, and reasons for such investments

in each LDC."

"10. In your opinion, which developing countries, particu-
larly those with sufficient rew material supplies, do
you feel currently meet your company's criteria for
expanding or setting up a processing operation for aay
of the products surveyed!"

"1, Which developing countries do ot presently meet yeur
company's criteria, but vhich you fesl have the petential
to develop new capacity for processing amy of the preducts
surveyed in the long=term (1985) and beyond?"

"15, In addition to present projects, does your cempemy
consider processing sny products in a developing country
or region over the next 10 years, or evem the lomger
term? If yes, in vhich countries (in ovder of priority)
or regions and describe the envisaged operation (s)."

The questionnaire results are summarised im Pere 11,
ascording to product category and country.

e . cwme e esmes GSESR AR SENm GRS GRS A AR D AR W S s o e oo ob
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Of the 241 subsidiary, joint-venturs and licemsed
manufacturing facilities operated by the 70 companies im LICs,
34X (134) ave located in Latin Americs, 292 (70) ave lecated
in Asta and 152 (37) are located in Africa. Below, the major
regions and 4emtr£n are analysed according to preseant feed-
processing operstions and the ressons vhy compsnies inicially set
up operations there.

Of the 134 processing operations ia Latim Ameries,
0% (107) are located in nime of the tetsl 21 coumtvies iw
vhish the participating companies are now opersting. (Ses
Table 1 for listing of the Latin American countries in whieh
conpanies presently process food and agricultursl products s
the numberof processing operations according to preduet catapry A
and country and the major reasons for imvesting.) The aime

el
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favored countries for past investments are summarised bdelow:

No. of No. of No. of % of all
Soptry  Compemies Opersiions Prodwsts L.A, Gpevatiems

1. Drazil 20 » 10 2%
2. Vencsusla 14 19 8 14%
3., Acgentina 10 1§ ? ”n
&. Mexico 10 i ? "
S. Colowbia 4 ¥ L ”
6. Peru ? s S o2
7. Guatemala ? ! S .
8. Bl Salvedor 3 ] 4 [ |
9. Beusdor 3 ] 4 48
Basasee fof ipvessing

Apart from acquisitions made over 10 years age whieh
ware initiated mainly becsuse the opportunity presemted {teslf
and werc not based on & rationalized evaluation, the major ressons cised
for investing in Latin Amsrica ave given below, in ewder of
fimportance!

§ Response

11 ¢) lomg=tern local or regional market potential

32 1) vew material availability (good quality, lov

prieed, proxinity of scurce, guarantesd supply)

MR &) stable political climate '

1 o) good infrastructure, ancillary services

it €) availability of qualified management or tveined
pesrsonm]

e

s
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R g) availability of lov-cost labeor

2% h) steble labor/collective bargaining climte
¢ b) goverument incentives

0 c¢) investment and firancing guarantees

Practically all companies cited the lLomg-term lossl or
veglosal market potential as one of the three major reasons for
favesting in their respmctive Latin Amrican operations. TMhis
fastor vas somvhat more influential in making their iavestment
docision in Latin America then it vas for deciding to set wp
opavetions in Asia or Afwica. Iu terms of the ctype of operstion,
the somtry's mrket potentisl ves of wre inportance for precessors
of swsh products as cereal greime, tarch, daivy products, sugar
and packaged foods that arve merketed locally oxr rvegiemslly tham
for companies vith operations preduwing primerily for emport,
e.8. fish preducts.

Companies curvestly esteblithed in Brasil, Vomsmela,
Avgonting, Colombia, Perw, Mexico, (uatemala, E1 Salvador sad
Souader selected these countries as investument sites mainly o

satisfy the potential loeal or regionsl market domsnd.

g vas meet often slesd

a8 a reasen for investing by companies processing peuitey, fioh,
et snd animl feed.
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Political scabiligy, though given less weight in soms

0008, vas & main reason for investing by companies processing all
preducts covered in this survey., It was given more often as s |
major veason for investing im Brasil, Argentina, Mexico, Guatemala
and B1 salvador; and was cited least as a major reason for iwvesting

in Peru, Vemesusla, Colombia and Chile,

Good infrastructure, svailability of qualified managesent,
Stow-esst lobor and a stable laber/eellective bargaiming climate
wove ia som instances mentioned but not rated as a msajor vessm
for fwvosting. Oovevwmest incentives of investment and fimamsing

gearantess were not given as ressons for iavesting im Latin Aseriss.
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ASIA
0f the 66 food~processing opervations in the Middle EBast
ond the Par Bast, 80X (53) are located in sight of the total 19

countries in vhich the participating companies are wow operating.

These eight countries are summarised below:

No. of No. of Wo. of % of Total
1. Indonesia 6 10 ! 158
2. Iren [ s 4 118
3. Milippines 14 L] 4 128
4. Theiland ? ’ ] 118
$. Korea (Mep. of) & ? 4 s
&. Pakistan ] ] 6 "
7. Sawdi Arsbie 4 § ] o
8. Nalaysis 3 3 : ]

The major reasons citel for investing in Niddle Sast o

Par Rast food-processing operatiom were:
3 Regponse

3#% d) lomg-term local or regional market potentisl

3% 1) rew material availability (good quality, low prieed,
proximity to source, guarantesd supply, ete.)

22X a) stable political climate
32 e) good infrastructure

t
i



SX f) availabilicy of qualified management or trained
parsonnel

0 ) availability of low-cost labor
2% W) stable labor/collective bargaining climate
ST b) govermnment incentives

3X c) investment and financing guarantees

The long-term local or regional Wm ons of
the most important rveasons for investing in Asian food~processing

operations, though less importamt than it was in Latin America.
Again, companies processing cereal grains, starch, daicy products,
sugar and packaged foods are more concermed sbout the potential
merhet than the other processors.

Indonesis, Iran, Philippines, Thailend, Korea (Nep.), Pekistanm
and Malaysia - the seven favored imvestment sites in Asia ~ were
sslected primarily becsuse of their market potential, vhereas

Eelitiesl sgabilicy (5% of company response) vas gives o higher vating
in Sewdi Arabis, Indomesia and Iram,

As in Latin America, al avai ity was west
often cited by compenies processing poultry, meat, fish, snimal ‘
feed and tea, mainly in Pakisten, 8ri Lanka, Thailand and Koves - ,

countries with an ample supply of one or several of the needed

row wmaterials.
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Contrary to Latin America ~ where government incentives

and jpveutment/financial gusrantess played a minor role, {f any, in
investment docisions = these factors played am influential role in
company decisions in Asia, Government incentives, investment guar—
antess and availabilicy of qualified management each accounted for
S% of total reasons given for Asian imvestments, An influential
factor for choosing Saudi Arabia, Thailand and the Philippines as
an lavestment site was government incentives; for selecting Iram,
Saudl Arabis and Thailand, s determinant vas the investmnt and
fianmmcing ;uriat«s. Stable labor-collectiwve bargaining climete

wes mationed as a reason in 2% of the cases.
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The African countries in which companies presently process
food and agricultural products, the total number of processing oper-
ations according to product and country and the major reasons for

investing are summarized in Table 3,

Of the 37 food-processing operations in Africa, 68% (25)
are located in six of the 17 countries in which the participating

companies have processing operations, These six are summarized below:

No, of No, of No, of X of Total
Sowntry Compgnies  Opsrations Products Africen Opsrat
1) Kenya 5 7 & 19%
2) Nigeria 3 6 5 162
3) Werocco 4 4 3 12
4) Ivory Coast 3 3 3 (74
$) Ghana 2 2 1 5%
6) Gabon 1 3 3 "
Jeaanne for javesting

The major reasons cited for investing in African food-processing

operations were: %

i
i
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4
Response
302 d) long-term local or regional market poteatisl
302 i) raw material availability
20% a) political stability
5X e) good infrastructure
5 f) availability of qualified management
L} 4 b) government incentives
b4 4 ¢) financial and investment guarantees
2% g) availability of low-cost labor
ox h) stable labor/collective bargaining climate

For the participating companies, lon

Sarkat potential and availability of raw msterials were given equal
importance in Africa -~ unlike in Asia and Latin America, where the

market potential was an overriding influence in most companies' invest-

ment decisions. This may be explained by the fact that many of the
companies with investments in Africa are involved in first-stage processing -
rather than in the manufacture of "sophisticated" foods - and thus see
investmen. opportunities based on already existing agricultural and snimel

products such as cereal grains, sugar, cocoa and fish for export processing.

The wmain attraction for the compunies in Nigeria, Kenya and
Ghana were these countries' market potential, Raw material ouilcbi;it'y
vas ons of the major reasons for investing in the Ivory Coast, Ghena,

Cameroon, Mauritania and Gambia,.

sl
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Political stability ranked third as a major reason for

establishing operations in Africa, It particularly played a
decisive role in companies' investment decisions in Morocco and the

Ivery Coast,

The incidence of g8 cited as a major

reason for investing was slightly higher in Africa than in Asia

(7% of totsl reasons). Government incentives offared by the lvory

Coast, Ghana and Cameroon wers the most attractive. 41
gure (S%), availability of qualified management (3%), finamcisl snd

were also given as reasons for investing in some African countries,
Kenya was mentioned as providing good infrastructure; Morocco and
Kenys as providing qualified management and trained personnsl; Ivory
Coast as providing fimancial and investment guarantees} and Nigeris

and Cameroon as providing low-cost labor.

L

O
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B. Countries Presently Messting Company
— Criterla lfor ¥nventmnt

The 70 companies responding to the questionnaire pinpointed
36 various LDC countries as meeting their investment criteria for 123
possible country operations: 30X (26) in Latin Amervica, 44% (55) im
Asia and 26% (32) in Africa. These potential operations are broken

down by product category below!:

bo of
potential
processing X of
20 16% Cereal graina
21 ooan Sugar & confectiomery
3 X Starch
X Msat, poultry & animsl fats
12 10% Fish
16 138 Milk
b J 7% Coffee
] 14 ] Cocos
1 § 4 Tea
14 118 Animal food
"} n Various consumer pechkeged products
184 100% Total

m“mmmmmmm”mmﬂmmmuu—d

oo~
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An anslysis of countries having the potentisl for further

processing is given below by region:

LATIN AERICA

Table 4 lists the Latin Americen countries (inu ovder of
importance and by product category)vhich companies cite ss curremtly
mesting their investment criteria snd the reasons why that country
weats their investment criteria for a processing operation. (See ales
Part 11 for statistical summary of questionmaire responss, sccovding

te product category and LDC country.)

Of the total 123 processing possibilities given by companies,
30K (36) are located in Latin America and fall ia the following predust

categories:

17% Ceresl grains

14% Sugar & confectionery

3% Starch

6% Maat, poultry & animal fats
8% PFish

8% Milk

11X Coffee

11X Cocos

Tea

Animal feedstuffs

adobbont | ol W §

Total product categoriss
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Of the total 36 potential processing oparations cited in
eight Latin American countries, 78X (28) are located in the following

thres countries:

No. of ¥o. of pot. X of total
Sountry compenies operstioms pot.oper. Product cetageries
1) Brasil 12 15 422 9-cereal grains, suger,

starch, meat, fish, coffea,
feeds, various

2) Venssusla 6 ] 2 6=cereals, sugar, meat,
dairy, cocoa, finished consumer
products

3) Argentine 5 ) 14% S~cereals, sugar, fish, deiry,

finished consumer products

Axasil

By far the most interesting country for food processors is
Brasil: 42% (13) of all the potentiel processing operations im Latia

Amrica cited by companies ave in Brazil. Twelve participating companies

‘pate Brasil as having potential to process their preducts.

Brasil's main attraction i{s its politicel stabilicy, fellewsd
by market potential. The third wost often cited reasom is evailabiliey
of vaw material. Investment and financing guarantees, availabilicy of
qualitiod management or trained personnel, and stable IMlo‘u«uﬁ
bargaining climate are also given as major reasons why Brasil weets their

ftavestment cﬂtniq.
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Venesusis

Next to Bresil, Venssusla ranks second as having potemtisl
for processing in Latin Amevica, with 22% of total potential operations
in Latin Amevica. According to six food processors, Venesuela meets
their investment criteria for eight opsrations, which include processing
of cereals, sugar or confectionery, meat, milk, cocoa and finished

consumer food products.

The main draving points for Venesuela are its political
stebllity follewed by market potential., Govermment incemtives and
{avestment /financing guarantees are also given as having & major infivence

oh some companies’' investment decisions.

Mcsentiss

Argentina is the third mest-laversd iwvestment site in Latin
Amarica. Its potentiasl lies in the processing of cereals, cenfectiomery,
mat, dairy and consumar packaged goods.

In weighting the country’s sdvantages, pelitical stabilicy
(owrprisingly) was wost often given as the major vessen, follewed by
narhet potentisl and aveilability of rav material.
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Other Latin American countries which weet companies'
iavestment criteria include Mexico, Colombia, Ecusdor, Uruguay,
ond Chile (see also Table & for rveasons vhy). Overall, with the
snception of Mexico snd Colambia, the major reason why they mest
cempanies’ investment criteria is that they offer availsbility of

rov material in the cocoa, fish and sugar categories. Mexico and

Colembia were cited because of political stability and market
potantial.

e
]



]

I(uanea? 3o 21 *uscdetossp SRLTSNOP JO (Rl fogrs

termgyd Seyeuyslaey SATIINI OO0 STQYIS °y Waem ‘w3) EIWeIed 1pare (Teor?sa 10 (el MWe3-¥uey P
Np— tI0QUT 3000 sy o L3ViyeETIOMe -8 10003002008 Suriurey; pur JusGIIAEY *
rieling paayirzend *adsnes o Lyreymuad ' Lann » eun » buuii 3 tisetnyratad v wrasde :Be) AT JImuIsAcY ¢
C33034 @ay *Farierdh pasy, Ljrieliras (elssjce Aaea 'y tosotases Lawyryaee ‘san3Inazeesjuy peel °» t2IPWMILD [EOTILIOL PIQwIS ¥ THC
HEP)
i {
: i
!
- T
!
—— wl -
1
!
i
1
m —
1
- _ !
- | s € - v v € € z ] 3 . ric:
i
; T, 0t - - - - - - - - - - op H - - - - - - - - - -
FrCTIT.
i
i
1]
* 1 m 1 - - - - - - - - - - - - ] 3 - - - - - - - - L3457
T 1 _ 1 - - - - - - - - - - - - - - - - - - i3 ] T - - Ar~T=3
1 t 41 - - - - - - PNy b § - - - - - - - - - - - - - - eTIT N3
4 F3 4 - - - - - - - - { °$'4°83 [ - - - - - - - - - - Fadd x>
1
. wcpry
T T 4 - 1 ‘e 1 - - - - - - - - - - - - - - - - - - [ 2 TERE R
€ . 1 s cacpw 1 - - - - - - - - ‘pe 1 °¥ 1 - - - - ‘ye 1 “r 1 TTITIVIY
® ” ® . .0.'.." t oz - - - - ‘e 1 - - e 1 - - pro-q 1 - - 9w 1 prw H eTaroaues
IS AR N ‘P
s . 141 141 pre 1 b J E 4 - - .'oo" T Is “-'Qnuﬂ € - - °¥ 4 - 1 e M 1 ‘e 4 °3 4 1r3eas
B 5w pre
m Wt IV
1 - - — - =
“ig ﬂ -H.Ua» S, sueseny [vmitang| suwseay !_ susswey cuseney omsssey | se3je3| susewey |wt susevey cuseney susowey 3» sussoey |20%eg| sucseey [siesur) stz
N % 3=
O IR J— N ) =
AN 0 5 et La. 4 o
el VIR M - SINGSEAR 04 WERIIE) AMSNO 133K SN0 JORI S2IEIS. D)

e D G G G G G G G G e e e e e — |




- [-37 -

AbIA

Table % 1ists the Asian countries (in order of importance
and by product category) which companies cited as currently meeting
their investment criteris (see also summary of questiomnaire response

Of the total numbsr of possible processing operations cited by

companies, 44X (53) are located in Asia and fall in the following preduct

categories:

208 Cereal grains 2% Cofles

188 Sugar or confectionery 4% Coecos

4% Starch 2% Tes

5% Meat, poultry & asnimal fats 11X Animal fesds

7% PFish . 9% Various consumer food produsts
16X Dairy

L

* Seeatumt 1In Tebls 5, total tes eparations should vesd I,
totsl meat operations 2 and
total operations in Maleysia 3.

-
.
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Of the total 35 possibilities in 16 Middls Zast and Par Rast

countries, 64% (35) are located in the folloving five countries:

No. of No. of pot. X of total

1) Irem 11 18 an 7=all except starch,
fish, coffee

2) Indonesia 7 13 248 10-all categories ancept
fish

3) Philippines 4 4 L] 4=starch, dairy, feeds,

. various consumer products
4) Turkey 3 3 L ¢ Y=sugar, dairy, feeds
$) Saudi Arabia I 3 14 2-cereal grains, dairy

In the Par Rast and the Middle Rast vegion, Iran is the smes-
faveored country for processing by the food m&:ss 11 companies
sse potential for 13 operations producing cereal meat, daivy, coces
ot tea products or feedstuff. This represents 27X of the total po-

tontial fnod-processing operations cited in Asia,

™he !h‘u reason for most of the companies' choice is Irvam's
policical stability, the second its mavket potential. WI!‘;;— |

sansing guarantess are cited as a major vesson by only ome ;smmr‘%.
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In Asia, Indonesia is the companies' second preferred country
for food-processing operations (24%), Seven different processing
companies cited Indonesia as a potential location for 13 operations

in all food categories except fish,

The main reason why Indonssia meets their ianvestment cri-
teria {s its market potential, followed by availability of raw materisl
and political stabilicy,

Ehilinpines

The third most cited Asisn country meeting coupanies'
favestment criteria is the Philippines. Pour companies ~ producing
stareh, dairy and/or finished consumer products - favor the country

a8 a potential processor of their products.

In ovder of iwportance, long~term regional or local marhet
potential, political stability, availebility of raw meterial (meine)
and finencial/investment guerantess ave given as reasons why the

Philippines meets their investment criteria. ;

SR
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Turkey

Three companies see Turkey as a potential investment sice
for processing of sugar, dairy products and animal feed. Political
stabilicy is the most influential factor, followed by local or re-
gional market potential, investment/financial guarantees, and avail-

ability of raw materials (the latter for animal feed).

Three companies also see Saudi Arebia an a potential in~
vestment site for processing cereal grains amd producing dairy products,
Political stability, investment guarsntess and good infrestructure
were cited as first-priority reasons, market potential vas their

second major reason,

Malaysia, Thailand, India, Pakistan, Irvaq, Sri Lanke, Nervea (Mep.),
Sebhrein, Kwwait, Qatar and Vietnmm are other emrin in the !liﬁh
Bast end the Par East that were included as meeting company erie!ria
(see slso Tsble 5). In almost all cases, the processing companies m
sainly attracted by these countries' rew material supply (fish in India,
Bahvein, Kuwait and Qatar).
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Table 6 lists the African countries (in order of importance

and by product category) which companies cite as currently meeting

their investment criteria (ses also summary of quastionnaire response

in Part 11),

Of the total 123 country processing possibilities cited by

companies, 261 (32) of them are located in Africa and fall in the

following product categories:

9
16X
ox
14
16X
1%
13%
9%
K} 4
16X
n

100%

Cereal grains

Sugar and confectionery
8tarch

Meat, poultry & animal fats
Fish

Dairy

Coffee

Cocoa

Tea

Animal feeds

Various consumer food products

Total product categories

Of the total 32 potential processing pessibilities cited

ia 11 African countries, 72X (26) are located in the following five

countries:

SR ———-

i
* Brratum: In Table 6, for Egypt, total number of operations should be 1)

|

i
i

for Ivory Coast cotal cperations should be §,
total products should be &

vhich changes total African operations to 33,




™
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No, of No, of pot, X of total
Country companies opsrations pot.oper. Preduct categories

1) Egypt 7 11 k1Y 4 7=all categories except '
tea, coffee, fish, starch

2) Nigeria 4 S 16X 4-meat, dairy, cocoa,
animal feeds

3) 1Ivory Coast & [ 132 S-confectionery, fish,
coffee, cocoa

4) Kenyas 4 4 13% J=sugar, coffes, feeds

§) Sudan 2 2 3 4 2=Cish, feeds

By far the most frequently cited Africen country mesting
compenies’ investment criteria is Egypt. Seven companies - representing
11 potential processing operations in seven product categories in-
cluding cereal grains, sugar and confectionery, meat, dairy, cocoa and

chocolates, animal feedstuffs and consumer products (baby foods) - rate

Egypt as a potential food processor,

The country's market potential is the most infiluential facter
for the companies. Only a fev wentioned political stability as the
mjor determinant in their evaluation of Egypt.




In Africa, Nigevia comes second as having the most potential

for processing, mainly of meat, cocoa, dairy and animal feed products.

- The moat frequent reason given why Nigeria mests investmant
criteria is its market potential, Political stability, availability

of vew materials and government incentives are also given as reasoas.

Ivegy Qosst

Pour companiss say that tha Ivory Coast mests their invest~
sent criteria for processing confectionery, fish, coffes and/or cocos
products. Local/regional market potential, political stebility and
avellability of raw materials are given as first reasons. Govarmment

incontives alsc ware cited as & major attractiom,

Pour companies see Kenya &¢ having the petentisl for pro=
cessing sugar, coffes and animal feeds, primarily becauss of svalleble '

rev naterial (sugar and coffes) and market potential. }

!

i
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Sudsn

Sudan is two companies' choice for fish and animal feed
processing, Their major reasons are raw material supply, goverament

incentives and political stabilicy,

The other Africean countries mesting companies' iam
eriteria ave Msuritania, Ghana, Senegal, Malawi, Tensanis, ond
Nesmbique., (Bee details in Table 6 om next pags.)
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C.

Of the 32 countrises that do not presently mest the
pavticipating companies’' investment criteria but that have precessing
potentisl in the long term (1985 and beyond), 59X are located im
Africa, 29% in Asia and 19X in Latin America.
the cempsnies see a long term potentisl for 69 production projects.
(Ses Tables 7,8 and 9 for a summary of the findings by country end
product category.)

evalustion of these countries at the present time sre summarised

as follows:

s
I8

LD
L Y

.
£,
",
i
4
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Investment Criteris in the Short Term

Major Ressen
wnstable political climate

poor econemic enviroment

no investment and financing
guarantees

safety of persomnsl not
guaranteed

underdsveloped infrastructure
lack of qualified menagement
lack of hard currency
leck of raw matsrials

no long terw local or regiemal
market potential

In thase countries,

The reasons compsnies cite for their negetive

3 lacidange

s
e

14R

18

=28

12

it



The Latin American countries most oftem cited as not

cusvently meeting companies' investment criteria ars Argestina,

Colembia, Nonduras, Peru, Chile, Rcuador and Uruguay.

According to thres companies, Argenting's disadvantages
st the current time ave its unstable climate, "no guarantess for
safety of personnel” and poor ecomomic environment. MHowever, should
the couatry shov improvements along these lines im the future, they
would consider setting up operations that would involve either
savesl grain willing or the production of finished consumer foeds

or maat products.

Two companies rate Colombis as having the potential te
process coffes and packeged foods in the long terwm; in addition
to political instability, its drawbacks for the cowpanies now imclude on
wndordeveloped infrastructure and lack of qualified persommel.

The negative point for Peru, Chile and Rcusdor is their

political inetability; for Uruguay and Bouwader, lock of iavestment 5
ol finmncing guarantees.
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The majority of countyies with processing possibilicies
but which do not meet the companies' investment criteria ars located
in Africa. The companies see a long-term potential for 36 processing
operations in 13 African countries. For these companies, Nigeria
stands out as the African country with the most potantial, followed

by Egypt, tha Ivory Coast, Angola, Sudan and Tunisia,

Por Migeris, the processing of cereal grains appears to
have the best long-term possibilities, Next in line is the productiom
of dairy, cocoa and finished consumer products. The major reasons
given for Nigeria's unattractiveness to investors at the presemt
time ars its unstable political climate, underdeveloped infrastwucture,
lack of qualified management and poor economic environment, in that
order.

Egypt ranks second as the country with long-tern potential, but
it doss not currently meet the companies’' conditions for investment
due to its limitations om repatriation of capital, lack of havd

ourvency and poorly developsd infrastructure. The five companies

muf‘swwm PR




that cited Egypt as a future investment possibility, pending

changes in the economic and political situation, process cersal

grains, starch, dairy and various finished consumer products. '

The Ivory Coast's potential is seen in the processing
of cersal grains, dairy products and finished consumer products.
The ressons for not considering investment in the short term imelude:
unstable political climate, poor sconomic enviromment and under-

developed infrastructure.

Angols vas cited by four companies processing cersal grains,
tish snd dairy products as having future potential but mot currenatly
meeting their investment criteria for the following ressoms: wumstsble
political climate, mo investment and financing guarantees, currvency

and profit repatriation restrictions and an unsafe enviromment for

company personnsl.

The remaining African countries that do mot currently
met smmpanies' investment criteris but have future potential for
food processing include Sudan, Tunisia, Senegal, Liberia, Kemya,
Uganda, jomalia, Ethiopia and Ghana (see also Table 8).
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Asien countries with only long-term potential for food precessing
inslude Iran, Kovea, Turkey, Indonesis, Melaysia, Pakisten, Sri
Lenka, India, Thailand, Ireq, the Philippines and Lebanon. These
countries wers most often cited by companies processing cereal grains
aad fimished consumer products, but included processors of fish and
dsivy products as well., The current dravbacke for these countries
ats wnstable peolitical climate, govermment indecisivensss (Iram)
s peor scomemic climase.
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investments in 32 countries:
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D, Countries In Which Companies Plan

Future Investment

Companies listed a total of 91 planned food-processing

29% of which in Latin America, X in

Asia and 377 in Africa.(See details in Tables 10, 11 and 12 as well as

in Part 1I, which summarises processing projects by product catagory

and country.) Sugar and grain processing account for the greater

shave of planned projects,

26%
243
142
11X
L}
6%
5%
n
22
1%

sugar and confectionery
grain creals

The breakdown is as follows:

various finished consumer products

dairy

fish

weat, poultry, animal fats
animal feeds

starch

cocoa

coffee

Many companies responsed yes to the question asking whether

they were considering the processing of the products covered in the

sutvey in a developing country or region over the next 10 yeasrs, or

even in the longer term, and referrad to the countries they cited as

curvently meeting their investment criteria,

T™his section is thus a

more definitive indication of where companies ses investment mu;-

nities and in which countrias they actually plan to invest in the

future,
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TIN 'R

Countries in Latin America in which companies plan to invest
in the future are:
Pl Projec

Bragil
Venezuela
Mexico
Argentina
Chile
Uruguay

R O W W W

Brazil is the companies' overvhelming choice as an investment
site,mot only in Latin America but, for that matter, in all the devel~
oping regions, The main reasons given are the country's vast market
potential and political stability, The areas of interest for these
companies include processing of maise, sugar, meats, animal fats and
fish, and producing milk, butter, cheese and a vaviety of packaged

consumsr products,

Atter Brazil, Venssuela comes second as the mt-»!m
country for food-processing projects. These include operations for
the production of products ranging from snack foods, pasts and cereals '

}

to canned meat.

?
|
1
|
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Two projects are planned in both Mexico and Argentina, one
in Uruguay. In addicion, companies are investigating the possibdilities
of investing in Latin America, but as yet are undecided as to what

country to go into,
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ABIA

A total of 31 projects are destined for the Middle East or
the Par Last, The preferred countries for future investments or

technical assistance projects are:

Pl d Pr

Tar Rast
1ndonesia

S
India 3
Nalaysia 2
Philippines 2

Niddie Bast
iran
Turhey

In the Far Bast, Indonesia is being considerved for fiwe
prejects: production of sterch from maise, baby cereals, frosen ses~
food, compound feed and various finished consumer products. Three
prejects are planned for India - technical sssistance for sugar pro~
duction and two fish processing operationsj two for Malaysia - bady
food and dairy products; and two for the Philippines - sugar and
starch products.

' In the Niddle Bast, Iren offers goed prospects for five
food=processing projects -~ cereals, baby food, confectionsry preducts,
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snack foods and dairy products = as well as technical assistance
for sugar milling and refining, In Turkey, companies sre considering
thres operations: for cereal grain products, sugar refining and
dairy products., And technical assistance for sugar refining operations

is planned for Afghanistan, Pakistan, Jordan and Irey.
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A total of 34 projects in Africa are planned by companies,

The most often cited countries are:

Diasmad Proiests
Nigeria )
Beypt 3
Ivory Coast 3
Tensanis 2
Kenys ]
Sudan 2
Mperia 2

Senegal, Neuritania, Litya, Sesbia, Tuaisis, Wovecee,
Wesasbique, Angols and Nalowi were sles mamtionsd oo lesstions for
plonned [ved~processing operatioms.

ln six instences, the African comtinent = rather tham ape~
elfic countries - wvas given as 2 site of plamned investasnts.

In Africa, Nigevia lesds with the nusber of plonmed pro~
oossing projects by companies producing baby foods, confectiomery
preduets, starch, dairy products snd pachaged foeod preducts.

!

i

Esypt has boen selected by companies for the precessing of
osveal grains, sugsr and diary products, while the Ivery Cosst effers

i R
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the best possibilities for processors of sugar, coffes and cosos,

Kenys and Tansenia vere each cited twice by processing
companies as locations for planned projectss Kenya by sugar and

conlestionsry producers sad Tansenis by 8 pork/poultry processer.

The vemaining African countries sentionsd as investmest
sltes vere mainly cited by cevesl grain processors, sugar nillers

o fishing conpanies.
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Oversll, the participating companies foresue fov radical
ismovations in the technologies presently being employed in their

ssctors over the next decade. Judging by company response, the changes

to be expected vill be improvements in current technology, increased
plant capacity and use of other raw or vaste materials rather than

changes in the processing technology itself.

Of particular significence to developing countries is the
nev uaes being found for waste materials, which companies are devel-
oping as a result of antipollution controls and the need to obtainm
e added value. One sxample is whey, which used to be used for
cattle foed. The protein and sugars it contains ave being increas~
ingly filtered out and used as additives, for imstance, in beking,

and to add protein to cereal products such as pasta. The other new

naterials now being developed include synthetic or single-cell proteins,

using, for instance, yeasts feeding on petroleum fractions. And
ressarch is going into the use of tres leaves as & source of mid.

particularly for use in u&nitni.

LM’,W' G -
bR L
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The recovery of protein from waste has been made possible by
the development of filtration and separation techniques, such as the
use of membranes to split up substances in waste solution of different
wmolecular sises, through ultra-filtration or reverse osmosis. More
important, in the long run, may be the use of ion-exchange systems
which, can be used for the economical extraction of specific food sub~

stances such as proteins.

Another major development is the wider use of ensymss,
such as those involved in producing high-fructose corn syrup, PFor
instence, ensymes can be used to break down or extract proteins that

ave umacceptable in their original form (as in waste materials).

The highlights of the companies' comments on the tachao-
legicsl changes expected - some in response to LDC requirements - ave

siven below according to product group.

* HNewv cans separation technigues
= Changes from raw sugar to vhite sugar production

« Installation of water interpallation devices

= Utilization of byproducts as animal feedstuff and
liquid supplement
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Increased performance of factories, particularly in
the extraction of sugar

Use of byproducts as energy sources

Protein for human and animal consumption produced from
sugar (though this was not mentioned by any of the com~
panies participacing in BI's survey, it is known that

a company is now working on this possibility, which if
feasible, however, would not reach full-scale productionm
until 1985).

Improved efficiencies of present processing techniques

Development of bigger (over 100,000 tpa capacity of
dry matter) starch sweetener units

A switch ever to the processing of wheat in countries
where corn is highly priced.

New protein sources: natural sources such as tres leswes
and synthetic-based materials such as single-call pretein.

Development of cocos substitutes and extenders.
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Tish

New techmologies in fish farming.

= Por precocked dishes ~ both meat and vheat based ~ wider
use of textured vegetable protein (TVP).

= In the production of baby food, plants with a cepacity
to produce one million 12-pack cases annually (s switch
to synthetic-based materials is not foreseen).

« Reforming of meat, vhersby poor quality meat can be sliced
into fragments in such a way that the fibers that give
meat its characteristic texture are retained; it is thea
reshaped under pressure into whatever form is required.

= Large—-scale automation
= Increased sfficiency and plant capacity.
= Use of grain end byproducts for industrial preducts,

Though most of the responding companies ave willing to supply
their wost modern technologies to developing countries, they find that
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in many countries it is not sconomical nor feasible. As a result

their emphasis is on the most efficient technological process that

ie most suitable to the needs of the local environment. This is '
especially true for processors of the more sophisticated products

such as starch products, baby foods and precooked products. They

feel that their "old" technology is often more appropriate to mecting

local conditions and the lower annual requirements.

The demand of the country is also instrumental in the optimal
sise of the plant provided to tho'ccuatry. However, in such
cases, they do consider the future demand for the product and make

provisions for expansions to parallel the market growth.

In the processing of high-quality chocolate, for enample,
one company considers ite present technology for the processing of
high-quality chocolate as uneconomical and infeasible in the cocos
producing countries unless the product is intended mainly for the
local market. This is becauss the high-quality chocolates are made
from a special blend of at least three different cocoa beans and
gurther, because the high temperatures prevailing in cocoa bean pre-
ducing regions creates significant additional costs in processing,

storage snd transportatiom. :

In ovder for this to be economical, it claims, either a new

technology for the production of high-quality chocolate from ome
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bean must be found or the LDC or international financial sources
must subsidize the local manufacturing operation. It curreatly is
working on new technology and hopes to be able to develop it within

a reasonable period of time.

Nevertheless, it is optimistic about these prospects and
its view is that Nigeria, Ghana and Cameroon offer excellent prospects
for a local chocolate processing industry. Local government subsi-
dies could suffice in the shsence of technological improvements, it
claims.
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Chapter 1V

To expand its opsration in the area, in 1971 Company A
teamed up with another Western firm and an LDC governsent in
¢ fishing mtu?n. in which the Western firms each own 40% and
the LDC government 20%. For the Western company, the LDC
govermment's overturs to set up the venture was timely. It
v@ in fact looking for a way to step up its operations in the
ares, as its other venturs on the continent was not producing
enough to meet the growing demand at home for frosem fish.
Furthermore, locating in this LDC country offered seversl

sdvantagos!:

~ The country had & bilateral agreement with o

neighboring country to share the fishing waters;

= The country's principal river was endowed with an
sbundant supply of shrimp;

i e 55 e
Caiedis R e
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= lmprovements in the country's traditional fishing

methods could be made at minimal cost;

= The LDC government offered the company a five-yaar
tex holiday, free land space for nine ysars and

duty~-free exports; and

= The Western company's own government encouraged

the investment and was prepared to grant its guarantes.

The fishing company, which is now the biggest in the
seuntry, employs 100 people. Management consists of a chairman
from the Western partmer, a director from Company A and s director

from the LDC government. A Company A engineer is slso stationed

s GEES GEES GRS OB GED G GED oEs ons o

in the country. The first step for the company was the constructionm
of & 670 metric ton capacity cold-storage warehouse with squipment
for freesing the fish.

8o far, however, the company has been unsuccessful

and at end-1975 had a cumulative deficit of US$1.3 million.

The Western partners' loans to the company have amounted to

US$1.6 million and the company also has outstanding loans with

foreign banks under guarantes from the Western firms' parent

companies. And sales continue to fall,
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The cowpany accredits the venture's unsuccess to

the following:

- The venture has mot yet been authorised to trawl in
the territorisl waters, as the LDC govermment's agres=
ment vith the neighboring country doss mot provide

for trawling, only fishing by canos,

- Every effort to increase the catch of the civer shrimg
has been unsuccessful, as the company must dapend
on the local fishermen, vho uss traditional methods
and often are reluctant to fish more than usual, The
company usually loans money to the fishermen to repeir
their canoss or fishing nets, which adds another cost
burden to the company's operation as the momey is seldom
repaid.

- Because of the lowsr-than-anticipated catch, the
warshouse facilities have been underutilised. Com~
pounding the problems is that the warehouse cannot be
sdjusted to handling the smaller amounts, as its
system is geared to operating only at full capacity in

ovdar to make it simpler for local employses. As & !

RE:
e
5
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result the operating costs = in sddition to the initial

construction costs = have becoms a heavy burden on the

company .

= The original plan of the venturs vas to produce for
mr':. using a foreign shipping company to transpert
the frozen shrimp to ths home country. However, soon
after the venture started, the shipping company
discontinued its service, which meant that ths company
had to search for another shipping compeny...and

export market.

In addition, when the company was first set up, the
presidency was given to a Westerner who lived in the
LDC country and vho had promoted the scheme batween
the LDC government and the Western firms. As it
turned out, he embeszzled the company's money and

was eventually exiled from the country.
But the Vestern companies have not lost hope and are
oentinuing to make every sffort to save the opsratiom. Their

tascus measures consist of the following:

= The companies have persusied their govermmemt to iy

]

|
|
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the LDC country. One result vas its donation of

100 reinforced plastic canoes to be used for shrimping.

= To use up the capacity of their facilities, the firme
are planning to freess 500 metric tons of herring
per month for another fishing enterpriss in the country

on & swbcontracting basis.

= The companies ars trying to put heavier pressure
on the LDC govermment to obtain suthorismatiom to trewl

fa the tevritorial vaters.

» The Westcrn partwers are villing to give the LIC
soversment a najority share of the subsidiary. In
this vay, the subsidiery would be sligible for finsmcial

b

assistance from world development banks and inmetitutioms.

Por Company A, its experience in the LDC country has
saught it several lessons: 1. Mever invest in a project until
sdoquate vesearch and a feasibility study have been made} and

2. Bs sure that the host country has some political clout on

ol

the international scenet A weak and poorly managed coumtry cam
sometimes be a grsat cbstacle preventing smooth awnd efficiont

eporvations of s new venture,
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The Company's Svccessful Venturs

Yet, the company is undaunted, as it has learned
through its experience in working im LDCs that it mey teke some
time = oven years = for the venture to finally pay off.

This vas the case of a shrimping operation set up im an LDC
country in 1960 by Company A and another Wastern firm (sach
with a 25% share) and a local partner (50X share). Bven with
the LDC government's grant of a five-year tax heliday, the
venture vas unable to show any profit for the first 10 years.
But thanks to a sudden rise inm the price of shrimp in ite wain
enport market, the company began showing a good retura on im~

vestmont and has now been paying annual dividends.

According to the Western fivwm, the main factors cow~
selbuting to the veature's success have been the sbundant supply
of shrinp snd the favorable market change. Noreover, the

. losal partner and employsss, who have been trained by tha VWesteran

fisms, have proven capable of opsrating most of the shrimping

sstivities very efficiently = to the point that the lecal
4

pavtaer {1 now prepaved to run the operation alems.
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Tugyre Plans

Company A is constantly on the lookout for opportunities
in LDCs. 1t is presently studying the feasibility of a £ish farming
operation in an LDC, particularly where the ‘country's water is
conducive to raising silver salmon, Langouste snd krill, which
are the best feed for silver salmon, would have to be sbundant in
the country's surrounding waters. The company plans to cultivate the
siiver salmon in cages and to adapt then to the new living conditions. .
T™he cultivation includes artificial incubstion im pure vater and
fesding up to commercial sizme in twe years. The techniques weuld
b similar to that used by the Rockefsller Foundetion and applied
by the Mavaiien Pisheries Emperiment Statiom.

.
-
=
=
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&
=




- I-78 -

Ease History No. 2: A Peeqd Milling, Dairy end Mest Company's
Participation in s Goveramup t-Spongored

Consortium

The folloving case example {llustrates how a major meat,
deiry and animal feed processing company, sven with & rigid company
policy toward investing in LDCs, can be flexible to mest both its
and the local government's objectives.

\

Company 3 vas interested in setting up o dairy and fond
will operation in a rapidly growing LDC to help satiefy the country's
domand for its products. It had been supplying the country with
conpound feeds, calf milk supplements and various dairy preducts
for some time. The original imtention of the COmPAnYy was to estadlish
& vholly owned operation, which is in line with Company 3's policy.

At the same time, the LDC - along vith support from IMD -
‘began making plans for the development of the country's dairy cattle,
boef ranching and meat sleughtering industry, which imcluded an
incentive scheme ‘o si.cract foreign knovhov and experctise. The
attractions included lucrative loan srants, land gramts and eqimf

assurances, l
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The LDC government was interested in Company B's
plans but the crux was its opposition to Company B maintaining
100% equity in the opsration. However, aftsr long, drawn-out
negotiations, Comapny B reduced its demands first to 50% squity
ond finally to 352, Thie 352 is shared with other private
companies (a cattle breeding firm and s transportation and
engineering company); a 65% share is held by the LOC and the IB8D,

Though the company realiszes that its equity shars
sventually will be reduced to 25% and then to & no-squity position,
it considers the final arrengsment the best form of cooperation with
the LBC in the long term, Its long-term objective is to sacure a

supply position for ite amimal compound feeds and milk substitutes

. cnmms AN GUNS W G D O GRS s e

ond is not long-term investment returns,

As & result of the company's flexibility, it was adle
t® come to an agreement with the LDC government and IBRD authorities
wuch sooner than other companies insisting on 100% equity or some
unaeceptable LUC investment formula, Company B ia one of the few
companies in this LDC that has been successful in negotiating a
place in management and partial ownership in addition to guaranteeing
8 supply position. Furthermore, the company will be playing am :
important rols in developing the country's dairy livestock and mest
slaughtering industry, |
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The company's present policy is to sesk similar

consortium arrangements or the supply of turnkey operations in '

~ which it would get a preferred posicion for supplying fesdstuffs

or milk substitutes.
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Case History No. 33 A Company's Reinvestment

Solution in an LDC

When Company C decided to divest 20X of its equity
in a tea estate and processing opsration in an LDC, its first
intention vas to rcpatriate the cepital. But as the country
restricts the flow of capital from the country and is in need of
hard-currency, Lhe company began looking for another solution with export

potential in cooperation with the local government.

its first plan was to employ the nlunﬁ funds in
an operation processing a finished high-protein food product with
good domestic and export growth potential, However, the
government's reasoning was that the funds would be better employed
in an iategtatnd agricultural project in the meat sector, for vhich
the company would produce the rav materisls and process and pachp

the finsl product for export.

The company has agreed snd considers the compromise
{nvestment project to be in both parties' interests in the long
run, More importantly, the project has generated goodwill on both

sides, as the solution is mutually satisfactory.
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to_Investments in LDCs

For Company D, a major food and animal feed companmy,

bresding -

Management -

fanitation -

Peeding.

its initial approach to LDCs is alvays through exports of ite
enimal feed, vhich it sells as a four-part program administered
by the company's marketing team, which train local fesders and

bresders in the following areas:

to attain highequality animals, as the
company's philosophy is that high-qualicy
animal feed cannot be sold to low-quality

animals,

to learn how to manage the opsration
efficiently and to ascertain growth of
number of eggs or of weight of meat per

animal.

a preventive program to kesp dissases at

s sinimum,
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Cass History No., &

Only after exports have grown to a certain level does
the company then consider the setting up of a feed mill, It is
at this time that a feasibility study is made to see whether such

on investment would bring in a fair return on investment.

The prerequisite is aveilability of raw maceriale. The
recipe for the animal feed for each country varies according to
what {s available. For example, it can use a cowbination of
various local imgredients - e.g. meat scrap, alfaifa hay, com,
bariey, peanut and/or cottonseed milling byproducts - which are

mined with the formula supplied by the companmy.

In LDCs, it mﬁ accept only licensing agresments
ot majority (equity or management) comtrol of the operation,.
Purtherwore, Company D prefers not to produce for export, ond
in its selling efforts, promotes import substitutioen, stressing

the seving of hard-currency.

Company D tries to utilize local people in all positions,
but this still implies a team of company psrsonnel in the coumtey

wntil the operation can be turned over completely to local management..

The company is preseatly considering setting wp & feed

will {n an LDC, as the volume of sxports to the couatry has reached
o sstisfactory level. One deciding factor has been the improved
potitical climate.
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Compeny Response to Quescion No. )

1f any of the products ars being produced or processed by
your company in any of the countries listed in Annex A

or other developing countries (LDCs), on the next page
please list the LDC countries, products being processed

in that country, type of ownmership (joint venture, partmer~
ship, limited liability, etc.) or whether on a contract
manufacturing basis or s licensing venture, and reasons

for such investments in each LDC.

Sefe for Messons:

s
,.
e.
e,

..
8
8
h.
.

5.

stable political climate;
govermmsnt incentives (eg: special tax privileges);
investment and financing guarantees}

long-term local or regional market potential (ie, marhet
sise, level of economic development, rate of growth);

good infrastructure, amcillary servicesy

aveilability of qualified management or trained persommsly
availability of low cost labory

stable labor/collective bargaining climate;

rev material availability (good quality, low priced, premimicy
of source, guaranteed supply)i

other,
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Argentine

Colowbia

Pregessed Profugts

Wheat

Starch & starch deriv-
atives from malze

Pasta

Consumer packaged
ceresls

Breakfast ceresls

Yeast, baking powder
Starch & starch deriv-
atives from maise

FPinished coasumer
products

Hilling/Feed

Plour wmill- Paste
process

Consumer pachaged
coresls

Ceveals
Sehery products

Seed

Starch & starch deriv-
atives from maise

Consumer packaged
cereals

Cersals

starch & starch derive
stives from maise

Consumer packaged
cevesls

Cereals
Yosst, baking powder

- 1=’ =

A GRAIN CHAEALS

Date of Entry

1§ 24

1927
1974

1973

1999

1962

1973

197

1938

Qunltgon No, }
T of 8! uup‘l_
Wholly owned d;a
Affiliate dod e

Joint venture (94x)

Acquisition
Wholly owned

Mig. comtract

100X

MNajority

Miiliate

Aogquisition

Mtiliate

d,f

‘;*1'
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Countey Processed Products Date of Entvy Typs of Ownership Rpgeons
'hm Wheat milling 1967 Joint venture df
Starch & starch deriv-
' stives from maise 1961 Aftiliate iy ,
, Yeast, baking powder
'Bcuﬁr Wheat milling 1963 Joint venture é,f
Uruguay Starch & starch deriv-
' stives from maise 1958 "AMfiliate dd,e
Nenico Nilling/Veed - - -
. Pesta 1968 - ad
m‘. "" i - -
“‘e‘i“ - - -
Chile Flowr milling 1967 - -
'th Pinished consumer
products, ceresls - - -
. Wheat/Flour mill 1960's Maoriey 0,d
&1 Salvador Whest/Flour mill 1963 Masrity 4
.m Starch & starch deriv-
atives from maise 1973 Miiliate &i,e
. Nicaragua Flour milling 1963 1007 -
' Panane Plour milling 1987 1008 -
Nicaragus Bekery products - - -
' Jassica  Whest/Flour mill Berly 1960's Winerdcy ‘
Kenys Naise cultivation T - - -
' Sterch ( starch deriv-
atives from maise 1978 Joiat venture did e
Cereals 1" Licennod lifg. -
Neise 1990 thare holding £
ﬁ“ - - ""i #

Nilling/batery predusts - Joint ventuve .
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P Country Processed Products Dage of Entry Typs of Ownsrship sons
"rmoain Maise cultivation - - -
' Zaire Wheat 1968 - b,c
lean Maise 1973 Joint venture a,8,h,]
Starch & starch deriv-
' stives from mainme 1976 Joint veuture d,i,e
Bakery products - Joint venture -
i...
Acobia Flour mill - Mgt. Contract -
.‘Iuﬁq Starch & sterch deriv-
stives from maine 1968 Joiat venture diye
' Indonssia Naise 1969 Joint venture d),a
Babery preducts - - -
'ﬁltw Whest - 102 {0
' Piowr mill (corn, rice) 1960's Minority d
Thellond Gesin handling & stovage 1% Lease éi
.Mall Hiaise (starch) 1960 Liconsing sgresment ¢
Starch & starch deriv-
stives from meine 193 Joint venture dii,e

Yugeslovia Sterch & sterch deriv-
atives from maine 1" Joint venture d,le




.sssam

Brasil

.vmu

.Arm ina
Colowbia
Mexico

Guatemals

.kliu

Nigeriea

'm“

Mauritenia

.\iwot Velta
ilndonesis

Thailssd

Processed Products

Chocolate & sugar
confectionery

Confectionery,
cheving gum

Confectionery
Confectionery

Confectionery

Chocolate & sugar
confectionery

Snack foods,
confectionery

Confectionery

Snack foods

Raw sugar

Sugar cubes

Sugar milling
Sugar

Sugar

Sugar milling
Sugar confectionery

‘ Sugar confectiomary
Sugar cane cultivatiom,

will (centrifugal)
Rev sugar refimery

- Il-", -

CANE & BEET SUGAR

Dage of Entry

1974

1960

1936

1933

1960

196}
1983

197
1973

1963
1962

Question No,

Type of Ovnership  Besgens

Minority shareholding
& licensing comtract

74.22

Joint venture

‘..

1

66.7% (Acquisition of existing Co.)

Subsidiary

7.6

e

07

Joiat venture
Joimt venture
Joiat venture
Jolat venture
Licensing contract
Liconsing comtrect

Joiat venture,privese
Joint venture

¢

L 1Y ¥
‘g’

i
8l g,




[

Irecossed Products Dage of Entyy

cauntyy
.ﬂahy-h Sugar refining

Singapor:  Comfectiomery
Yugeslavia Chocolate

Pominicen
Republic Snacks

- ll-h -

1959

179

Nuestion No, |

Ixps of Ownsrship Aaasons
Joint venturc,minority a,i,d
d,i '

Licensing contract

(See slow sugar cons oporations Listed in Summery of Question Ne. 10)




l Brasil

' Venesusla

Acgantine

Colomhia

Pare

o

i

- Il=-

C. STARCH & STARCH DERIVATIVES

liogesesd Produts  Dats of Entry

Starch & starch deriv~
ative from maise

Starch & starch deriv-
stive from maise

Starch & starvch derive
stive from maise

Starci: & starch deriv-
stive from maise

Starch & starch deriv-
stive from maise

Starch & starch deriv~
stive from maise

Starch & starch derive
stive from maise

Starch & starch deriv-
stive from meise

Starch & starch deriv-
stive from maise

Starch & starch deriv=
stive from maise

Tepioca palletising

Starch & stavch deriv-
ative from maine

Sterch § starch deriv
stive from maine

1975

1973

1928

1933

1961

1958

1973

1975

197

1990

1962

1

T of

Joiant venture

Mig. contract

Atfiliate

Atfiliaste

Atfiliate

Mfiliate

Attiliate

Joint venture

Joint venture

Joiat veature

100X equity

Joint venture

Joint venture

Question No,

mgom

‘.i,e

‘.i.e

‘gi.ﬂ

"i.e

d,i,e

‘Qi"

‘Qi.ﬁ

‘Qi‘.

d,i,e

‘.l;‘

"".

‘;‘.l



)

N

's-'.mm
Brasil

Argentina

Pareaguey

' Bolivia

'Hﬂ

-

D. MEAT &

- 11" -

PRODUCTS

Queation No, 3

(Including Poultry & Animal Fats)

Nea t (beef, mutton, pork, etc,)

Progessed Products

Canned meats

Processing/ranching/
cattle

Industry meat
slaughtering

Processing/ranching/
cattle

Industry mest
slaughtering

Meat
slaughtering

Heat & meat products
Meat products
st

Must packing (Buffale)
slaughterhouse, canning

Date of Entry

1920's =
1930's

1920's -
1930's

T of rsh

100%

Tutnkey

Ngt. comtract

402

TLI]



L

' ' 2. Poultl‘!

Country

Brasil

Argentina

El Salvador

Honduras

Barbados

Tunisia

Iran
Nexico

Processed Products

Poultry breeding,
processing

Poultry/hatching

Poultry/breeding,
hatchery

Poultry breeding,
poultry processing
plant (eggs)

Poultry breeding farm
Poultry processing
Poultry breeding

Poultry processing
Breeding farms
Poultry - hatching,
breeding

Breeding farms
Hatcheries

Poultry bresding farm

Poultry processing
Breeding farms
Ratcheries

Bresding farme
Hatcheries

Da

- II-H -

o

1973

Ent

Question No,

Type of Ownership

Equity

100X equity

100X equity

50% - 30%

100% equity

Joint venture

L2

Joint venture

Ressons

i.d ya

d,i,a

a,d,f,i

ifé.‘
i.d.a

d,a
i.d.a
i'd;a

i'dyl
i,d,a
i,d,a

10‘!‘
i{f‘ap.




Coyntry Processed Products
.Coloﬂia Edible fats &

Kenya Edible fats &
'sinrh Edible fats &

Indonesia Edible fats &
.Phﬂi’pinﬂ Bdible fats &

3. Ani!gj 1 Fats

oils
oils
oils
oils
oils

- II-i0 -

Date of Easry

Question No, 1}

Typs of Ownership

&UOM

a o o e o
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E. FISH & FISH PRODUCTS

.ij Processed Products Date of Enmtry Type of Ownsrship Ressons '
Brasil Sardine canning 1970 - -

.?aru Fish camning & freezing 1963 - -

_Ecusdor Fish canning - Majority i,d

Fish storage - - -
Guatemala Frosen shrimp 1960 Joint ventura i
rocco Fish farm 1972 Joint venture a,i,d
Frosen fish 1970 Joint venture ai
Ivory Coast Fish storage - Minority i
Ghans Prozen fish 1972 Joint venture dol,g

' Tuna/freezing & storage - - i
Ganbia Frosen shrimp 1970 Joint venture {,a,b

'hmcl Tuna/freezing & storage - - i
Sierra Leone FPish storage - Minority i
jCongo Rep. Tume/freezing & storage - - i
Bahrain Pish/shrimp 1965 gi‘bjmm‘ga i,a,d
Qatar Fish/ahrimp : - Marketing control i,a,d

'Iﬂoﬂ!u Shrimp fishing -

freesing on board 1970 Joint venturse -

. Prosen shrimp/tuna 1973 Joint venture 8,p,i
Pakistan Frozen shrimp 1973 Joint venture i,f
New Guinea Tuna/freezing & storags - - i
Tahiti Tuna/freexing & storage - - i

R




b

'!rnil

.meu

Argentina

araguay
Nextco
'mnnln

Pl Salvador

Jamaica

Dominicen
Republic

Nigeria

Saudi
'Atah

r.

Processed Products

Cheese, yogurt, milke
based dasserts

Ice cream
Dairy products

- Butter, cheese, margarine

Pairy products

nilk' ic. cream, b\lttll’.
choese

Evaporated milk
Small-scale dairy venturs
Butter, cheese, margarine®*

Nilk, ice cresm, buttsr,
chesse

Milk, ice cream, butter,
chesse

Dairy products
Dairy products

Nilk, ice cream, butter,
cheese”

Cheese, yogurt, milke
based descerts

Milk

Kilk, ice cream, butter,
cheese

Milk, ice cream, butter,
cheese *

Dairy cow milk plant

*  Recombining operation
% Another compeny also produces deiry preduces

Question No,

MILK & MILK PRODUCTS

Date of Entry

1970
1957
1975
1964
1974

1961
1941

1969

1960

Type of Ownership

Partnership
752 equity
Acquisicion

1002

Kinority-owned

Joint venture
1002 (scquisitionm)
Acquisition

Stock company
Majority owned

Stuck company
Najority owned

Minority

Pranchising contract
Partnership

Minority

8tock company
Majority owned

Management comtvact -

.g‘.ﬂgd gh

%




- 1I=13 - Question No,
|
Procsssed Progucts  Dags of Emtry Tips of Ovagrship  Bessops
. .qu ' Ice cream 1967 Licensing venture -
ublnen Milk, ice cream, butter, Stock company Inactive R
' cheese 1964 Majority owned
InMuh Milk, ice cream, butter, 8tock company
. cheesa® 1972 Majority owned 8,4
®Philippines Evaporated milk 1957 Joint venture . }
Butter, cheese, margarine 1964 - d,a
'mum Milk, ice cresam, butter, Stock company
cheese 1956 Najority owned 8,0,c,d,g,h
'loru Dairy products
Nalaysia Evaporated milk 1940 Joint venture }
Condensed milk 1961 - -
Republic of Milk, ice cresam, buster, Stock company
China cheese 1956 Najority owned s e,h,i
lﬂw Ice cream - - -

l

* Mecoubining operation

Setmii b e

=

SR B o o css e one G GEP G O




I

Brasil

Colombis
Nexico

Kenya
!

Kores
' India

!
!
l
|
|
|
|
!
|
{

- I1-14 -

G. COFFEE & COFFEE PRODUCTS

Processed Products Date of En

Coffes 1974
Coffee beans » 1972
Instant coffee 1967
Coffas -
Coffee -
Coffee 1960

Coffee, growing, “"".
rousting, expert & dist-

eibution 1920s = 19308
Coffee 1970
Instant coffes mig,

stowing 19208 - 193

Question No, 3
Iype of Ownership Bepsons
Joint venture private 1{,d,a
Joint venture 8,b,d,h,1
Joint venture 8,b,d,h,i
Wholly owned -
97.6% owned -
L Bels

4

33.5% equity




L sti No, _’.

H. COCOA BRANS & PRODUCTS

fwn Processed Products Rate of Entry Iype of Ownsrship Mapscns '
Brasil Chocolate & sugar Licensing contract/
' confectiomry 1974 Minority shareholding d¢,s
Cocoa 1957 75% equity 4
'-uuuu Cocos 1957 67% equity 4
wonting  Chocolate & sugar
confectionsry 193 Subsidiary 4
vory Ceast Cocos liguer, butter,
cakes 1978 Knowhovw & T.A.agreement i.s,b,c
Ct- Cecoa paste 1963 i?:::;:x:? fodya,b,p
oslavia Checolate 1990 Licensing comtrect -




I. I5A & TEA PROBUCTH

Sonakny Prosssced Preducts Bate of Eatpy Izpe of Qyusishia
TM. Tes production 1920% -
1930's 40 & 1008
Pakistan Processing tes 1920% - 12
1930
Sri Lasks  Ves prodwstiom 1980 » 638 Joint veatuns
1930 (chare being sold
te govermmmet)

. [1-16 - Quettion Mo, 3 l

feasong




.

J

Brasil

Venssvsle

Pareguay
Menico
Gustonsla

El Salvedor
tondures
Nicaragua
Nigeria

Indonssia

Mailippines

Precesesd Products
Mninal feod

Amimal food
Animal foed plants

Flour/Teed nilling
Animal foed plants

Teod Nille
Animal foed plonts
o

Animsl feed plants
Aniwal foud

Animal feed plante
Fishmeal

Animal feed plants
Cattls foed
Tiour/teed nilling

Pood nill (pouitry foud)

Pood nills

Peod nille
Animal foed plamse
Minel teed
Milling foed

Porwula feed - nfg.
compound feed

Aminal food
Mminal food

- -7 -

1978

193

1%

Question Mo,
Txpe of Ovnstahis asong
- a,d
mi" ‘g‘..
- “‘Q‘
- ‘Q‘.‘
1008 equity |
- ‘Q".
- ‘c‘q‘
- 4
el “Q‘
- e
Joiat venture/ d
aajority share
1008 equity f.0
% -% i,4
- ig‘g‘
- 4
Joint ventere -
Joint vesture Gl 8
- d
- ]




Precesseg Produsts
Posdmills
Anima)l feed plante
Mimsl foed plonts
Tosdunille

- 11-18 -

QW.“W No, 3 '

d,a
i.d.a

i,d,a




K. VARIOUS

Brasil Baby food
Snacks

Sauces, spreads
Prosen food, sundry

Venesuelas Baby food
Saacks
Ssuces, baby food, jam

Nenico Baby food
Snacks

Cests Rica Baby food
Jomaica Institutionsl food
Nigeria Frooen [eed, sumiry
Sevdi Arsbis Institutionsl food
indonssis Frosen food, sundry
Philippines Beby food

- 11-1y -

Question No, 3

SPECIFIED ELSEWHE

Date_of Entey

1972
1957

1960
1974
1959

1959
1965

1968
1973

1973

197

T of

Joint venture

Majority owned
100%

Subsidiary
100%

Subsidiary

Joiat veature

Joint ventute

Licensed

dya,b



5
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Question Ne. 3

Latia
Jotal %  Amer, 3 Asls 1
d. mavhet potential 120 392 6 A2X » m
i. rav materisl 75 » 3 1N
a, pol, stabilicy e X W ux 2 I
¢. infrastructure 13 &% § N n
f. trained management 13 42 ¢ A -
. govt. incentives ] n 1 - ]
¢. investment/fin,
gusrantess 4 1 } 4 - 3 n
g+ lowecost laber [ ] n s 22 1 -
h. stable labor ] ;4 4 2 2 ]
Total 310 100 14 100X 102 1008
4. market potential 5 1 St exx 7
i. cow meterial 40 202 0 5% 12 1N
s. pol, stabilicy % I1n 10 1% 12 1R
f. trained nensgement 2 1% - e | "
Total 156 1008 ol 100X 52 1008

13
13

ElIl } = wmwe

CSlw oo &

-

W7
b i74
204
L Y4
1
”n

v s

1002

43%
b} 4
171

[} J

1002
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' ONS (oontinued)
l (]
Latin

' C. Wajor Second Beason Totel X Amer. X Asia %  Africe T
. cav material % ux 15 nux 9 262 5 s22

' 4. wmarket potential 27 17 k1% § i 2 1z
8. pol. stability 22 24X 11 23 7 212 & IV

' f. treined management § 7 4 2 42 3 ” - -
b. govt. incentives & X - we 6 IR .. -
¢. investment/tin,

' guarantees 2 n - e 2 ®K - -
8+ low=cost labor 3 2 (% ] 1 n o e

' e, infrastructure 1 12 - - - - | 8z

' Total 93 100X A8 100X 4 1008 12 1007

' ».
a. pol. stabilicy 17 13 W I n T 1R

' e. infrastructure 12 202 8 3} I 12
£, rev materisal ¢ 10 4 112 2 1R - -
k. stable lador ¢ 108 4 112 1 1N - ==
d. wmarket potentiasl $ ” 1 n I 3 1 12
b, govt. imcentives S N 1} - 1 o 3
¢. invastment/fin,

guarantess 2 n - - [ 1
f. trained management & 102 4 112 1 L S § ¥
8+ low=cost lebor 2 n 1 n ~— ee 1 1
Total 61 100X » 100X 16 1008 9 9
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4. What percsat of your compeny's total production is bsing produced
in developing countries!

' |
.

Neote: hwmm.bu!,&n&mehthM
eosh vespending company is presemtly involved in is as follews:

e. sevesl grains

5. came and beet sugar

¢. stavch and starch derivatives
¢. mat and meat products

e, tish and fish preducts

€. pouitry products

g. ®=ilk end milk products

h. animel fats, edible

i. ceffes and products

j. cocoa besns and products

k. tea snd products

1. ssimsl fosdstuff and liquid supplemsmt.




|
\
|
|
|

' - I1-23 - Question No, 4
i
' X of total
] Sompeny Preduct Group* peeduction in LDGS
) 1 8,c 15%
' 2 8,5,d,0,] 4
3 8,d,g,h,i,k,1 50X
' ¢ ab,0,f,1 408
S 8,4,8,5,1 10-20%
. ¢ b,J %
7 b,e ox
. s a,¢,1 ox
L ] ssll havd & software L
w 8,4,0,8,8,h,1 ox
. i1 88 198, of which 2X for
' Bairy Division
' u adi0,8,8,5,1 258
' 13 el minor
' W 88 o
" 6e,l "
' ] 8,8,0,800,§,1 ]
v u 8,088, wet velovant
' 18 (TR IR R .58 »
" [} ”
' » . very small
n ' n
' n s : nininsl
9 ¥ ‘ very sesil
" . g,
‘ " 81 a8
l
' 900 code on previous page.
I
l

e
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‘Summary of Company Response to Question No. 5

5. Would the existence of government incentive schemes
modify your assessment of whether or not to invest in

a particular LDC? yes D no D

What type of incentive schemes would you consider

the most important?
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Product

Group * Yes No Most Important Incentives

a,c X N.S,

a,b,d,e,] x Free land} low-interest loans for fixed invest-
ment. T

8,d,g,h,i, «x Lack of government interference} animal

ky1 plant and hygisne.

i,k x Investment grant} tax facilities.

a,d,e,f,h x Participation in share capital by foreign
companies} double~tax trcaty} availability of
hard currencyjfree transfer of funds(profits,
interest,depreciation).

a,0,d,f x T.x} equipment import w/o duty; profit re=
patriation.

ab,c,f,1 x N.S.

a,d,f,g,1 x Pinancing and tax holiday.

a8 ) x N.8,

b,§ x Pinancial and fiscal incentives.

b,c x Export guarantees; permission to repstriste
capital.

a,c,l x Profit transfer} investment subsidies.’

8 x Import duties, deposit,

ad,e,f,g, x Scarcity of capital investment; repatriation of

h,1 dividends, capital, etc.

2,8 X N.8.

a,d,e,f,g, x Investment guarantees for reasonable restura,

§il

.l x Subsidy in procurement of capital funds.

."’j 9 stSo

a,e,1 x Tax relief and subsidies on raw materials if
these are too expensive.

s“g..f‘ x N.8,

8

a,b,c,e, - Ansver not applicable; look for agricultural

f.8:4,5,1 development & availability of raw material.

a,d,f,8, x Protectioni low-interest government loans.

h'jii

ab,e,i,l x Low-interest loans} protection against

competing imports; tax holiday.




I - 1126 - Question Ne,5

Smam  gmer Y N Most Inportant Incentives
24 8,81, x Tax} import barriers for competitive goods; duty=
‘ §ikol fres imports of capital goods and raw meterialsj \
‘ capital & dividend repatriation,
23 | al Maybe Tax breaks} but only in the sense of ecomomic
feasibility; protection; price contrels.
26 a ® N.8.
7 8 x N.§8.
s s x Govgrnment grants.
19 ) X N.8.
» s x Pinancial aid} no vestrictions on ovmevehipi
repatriacion of profitea/dividends,
n x N.8.
32 % N.8.
3 1t x N.s. :
» x "8, o
» x 'R 1
% sl L NS,

* Sse code on page 11-2).

;A{
1
2
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In gensrsl vhat has besn your experisnce in working with
developing countries? fevorsble ]  unfavoredie []

Mas your company ever set up an opetation which has

ultinately failed?! If so, for what veasoms?




- W W B [™ N I

1w
1
12

13
14

13
16

13

13

n

Product
Category*
8,c
a,b,d,e,j

a,d,8,h,i,k,1

i,k
a,d,e,f,h
a,c,d,i
a,b,c,f,801

a,d, 501
bds
8,81

'

s

‘g‘g‘.fghgl
LL ]

syd,e,f,8,5,1

8,1

2844

..B.l
bydy0,f,8,4

8,0,0,0,f,8,1,

it

8,4, 8,80 5,1

8,b,e, i ’ §

K N n n F B ® x =n ® ® X »x ”

- 1118 -

Yavorshle Unfavershle

varied

Question No,

Cattle ranching, meat processing,

operation was commsrcially
unsound,

-
-

Kationalisation of operstions
in two African countries.

1t is move difficult to start
up and manags plemts in LUCs,

An inctallation set up in
Vietnam, for instance, failed
completely because of the wvar.

Lack of government support.

Insufficient feasibility studyj
changes in world ecomomic
situation, which resulted in,
among others, recession and
drastic decresse of demand,

Many favorable, but meny
unfavorable
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Product
Ssmpeny  Catepory* Faversbls Unf{pversble Reasons why o vemture {siled
23 8,8,1,5,k,1 L3 -
24 sl x Govermment abrogations. ’
a5 8 -
a% s -
7 s -
n 8 Yes, an operation has failed
(wo reason specified).
9 s 3 All of the company's
expansions in LDCs have been
curtailed.
» '} % -
n ) 1 Price controls, unpaid loans
& endeavored to export from a
high~cost bass.
32 L varied -
» i . -
» ¢ ) - :
3 . N.8, Pid not fit in with company’s

long~range internstionsl
development plans.

» L x Operations wers nationalised
in one LDC, butthere was an
squitable settlement.

3’ "‘ ] -

SO ————

®  Bee cods on page 1I-13,




1.

- 1130 -

To lower risks, would your company consider nev forms of
cooparation in LDCs, such as participation in an equity~shaviag

consortium?

ves ] w»[J
Agresments vith locel govermment participationt

re(] =[]

8.  Whet other types of cesperation would your compeny be
ressptive to (describe)?




ERE BB B

zgz:gﬂﬂm‘.'vo

13

1

=28ss

n

Product
Sakamnty®

&8
8,0,d,0,)
8,8,8,0,1,k,1

ik
a,d,0,f,h
8,c,4,1
8,0,e,1,1
0y8, 0,81
b

b

88,1

L

Sylye l,8:)41
ol

&8s
ae,1

by ,0,0,8,8,541

N TA N
Mbee,i,1
8,808,041
ai

- 11-3] =
Squity
Sharving Soverament
Senperiiv Resiiaination
It Kk In &k
s prefer vith local
privete pavsaers
] ]
]
s
N.8. ]
% L
x s
] .
s ]
s
] .
] ]
% ]
3 .
s .
s ]
o8, ]
] .
]
N
L] “_pbs
s ]
doubsiei ]
] ]
a ]



L
Lo d
(]
.
o
[
]




10

11

12

13
14

13
16

17

Product

Gategory®

&,C

a,b,d,e,]
a,d,8,h,1,k,1
i,k

a,d,e,f,h

..Q".g

a,d,f,8,1
»,J

b.c
..c.i

a,dy0,f,5,0,1

a,d,0,0,5,5,1
a,l

8,8

ayb,e,8,8,8,1,5,1

a,d,f,8,h,§,1

- 11-33 - Question No, 7

Recommended types of cooperation

Technical ussistunce agreemunts,
management contracts.

Licensing agreementswith local inves-
tors or J.V. possibly with majority
interest.

Consulting contracts (ranching methods}
tea growing)jagreement with local private
participation.

Licensing.

Management contracts, patent sand 1li~
censing contracts.

Stock ownership: J.V., licenses,
technology contract.

Local partners,

Knowhow and technical assistance agreement,
licensing contracts.

Mansgement and consulting contracts.

Joint venture with knowhov and management
contract.

Agreement between local government and
the food producer.

Technological transfer of ideas; sale of
services} traininyg, planning, management
of turnkey operations; licensed manufacture,

Technical assistance.

Quick action in any administration fields,
since in general in these countries
governments are slow in making decisions.

Licensing agreement.

Licensing, large turnkey, total integrated:
preinvestment survey, hybrids, cultivation,
training. Must have process and raw
material, Contract to administrate rice-
production (cost and fees).

Licensing agreements and management
contracts.
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Produc
Sempany Saiapery*
18 8l Consulting management comtracts,
licensing agreemsnts. L
‘ 19 41 Is open to most investment forwms.
0 d,e,f,8 Mainly interested in turnkey plants amd
transfer of technology.
n . Technical and financial assistange.
22 a1 Licensing agreements.
*Sas code on page 1I-13.

i
%
e

s

bl S AR sl s -
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8. Veuld you sccept a minerity oquity share in an LOC-based
compeny? yes [] o []

& If wot, would majority management contrel then he
desicable?! yus D "o Cj

b, If you do mot have management comtrol, would you sseept
‘teshnical snd/or managerisl responsibility for a fee
sfter the plant has gone on streem? yes 1) ua

e memtmhlm&:!a&hm
to be processed locallyt mD wo []

p—
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a,c % % X Case by case

a,c,4,¢,) x N.8. x X
3 8,d,8.0,1,1 Depends x x ]

on ares
(] i,k H] x % N.8.
) d,4,8,f,h % % x %
] a,c,4,t n x ]
? a,b,c,f,1 ] % x
] a,d,f,8,1 ] s }
L ] | 7% ] N.8. n x
" b, ne. Y  §
i 88,1 X ] 3 Only under very
special conditions

12 (] % .8,
13 % ] Not appliceble
14 8,8,8,L,8:0,1 x % x x®
13 & % % ] X
!} 8,8,0,8,8,),1 3 n.S. X
13 e,l x N.s. ]
18 884 X = % )
19 a,c,1 ] .8, ] ]
) b,d,8,0,8,4 1 "8, x
n a,b,c,0,f,8.08,001 = x ] ]
1 8,8,8,8:0,),1 % n.s. x x
2 a,0,8,1,1 x s, x %
] 8,8 ) ok0l ] x x "
;) a,l % 3 ] ]
» s = X NS, %
1) s ] ] ] ]

* Eucept in the cess of fish preducts.
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Product

e s R T R e

28 8 x % N.S. X

» s x X N.8. x

30 s x X x Depends on
conditions

;] s X | N.8, N.8,

n . x X N.8, N.8.

33 d,1 x x x n.8.

b ) i,k x H x o8

3 . x x x X

» 8,1 x X N.8, x

Would you accept & minority share in an LDC-based company?

a. 1f mot, would majority management control then be desivable!?

b. If you do not have management comtrol, would you accept techaical
snd/or managerial responsibility for a fee after the plamnt has
gone on stream?

¢. Would your company accept export marketing demands for tha
products to be processed locally!?

T

" Ses code on page 1I-2),
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Company Response to Question No. 9

What are the most important issues that you would like

to discuss with developing countries?

What assurances would you demsnd for protection of

technology, trademarks, etc.?

Ars you prepared to enter into a long=-term supply centrast

at fined prices, sven if they appsar somewhat eleveted from
today's prices? yes D "o D

What would be your conditions!

Ate you prepared to offer soft terws for the tramsfer of

technology?




)

Product
nggonx Cat:;ory*

1 a,c
2 a,b,d,e,j
3 a,d,g,h,i,k,1
a,d,e,f,h
a,c,d,f
a,d,f,g,1
a8,
b,j
10 b,c
11 ya,c.l
12 a
13 8
14 a,d,s,f,g,h,1
15 a8
16 a,d,e,f,g,j,1
17 e,l
18 8,8,j
19 a,c,l
20 b,d,s,f,g,i
31 a,b,c,e,f,3,i,
jil

* See code on page II-23,

- 11-39 - , Question No., 9

Important issues to discuss with LDC governments

Creating a long-term investment climate and market
conditions in which the risks/rewards are compstitive
with those in more developed economies.

Incentive schemes; raw material availability; market
development; labor availability; low labor costs.

Tax free holiday, only in addition to foreign investment
welcome; would like to know true feelings at outset.

Socioeconomic trends and incentives,
Government incentive schemes; training program.

Guarantees against nationalization, for remittsnce of
funds and contract protection,

Repatriation of investment capital,
N.8,

Long-term development plans} investment guarantess;
financial and fiscal incentives.

Risk of nationalization; repatriation of capital,
export guarantees; staffing the project; import of
capital goods.

Receptive climate for generating acceptable return on
investment.

N.S.
Alternative to utilize raw materials.

Internal political matters that can affect company
activity.

Technical assistance with royalties.

How we can cooperate in achieving their social and
economic objectives, in return for the maintenance

of a healthy company and a reasonable return on investment.

Ways to have quicker action by administrative officials.
N.8.

Market potential and raw material availability.
N.8,

Guarantee for invested money; transfer of dividends;
visas for company personnel.




Product
Sompany  Category*
22 a,b,c,i,l
2) 8,8,4,5,k,1
) 8l
a3 8

- 1140 = Question No, Y

* Sos code on page 11-2).

4
Satisfactory management (inc. finance snd techmelogy).
Market potential; base of technology locally availabley
rav material quality and availability; fresdom of
capitel and dividend remittances.
Price controls} repatriation of capital; labor
legislation; taxes; import guarantess.
Long-term political stability.
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Product
Company Category*
1 a,c
2 a,b,d,e,}
3 a,d,g,h,i,k,l
4 ik
L] a,c,d,f
1] ..‘,t...l
’ b,J
s 8,¢c,1
. 9 s
10 8
11 a,d,s,f,g,h,1
12 a8
13 a,d,e,f,g,j,1
14 s,l
13 8,8,
16 a,c,l
1Y a,b,c,e,f,3,i,
i
18 a,b,c,i,l
19 ‘-Co‘njok'l
20 8
i 8
22 a1

* §ee code on page 11-23,

Question No. 9
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Assurances for g;otection of technology, etc.

Guarantee of property and use of right to owner.
Same protection as in EEC (except Italy).

Very important: licensing and trademark guarantees;
central quality control.

All conditions in line with existing international
agresments.

Absolute assurance that trademarks and technology
will be protected.

Not applicable.
Licensing contract.
Generally accepted Western practices.

Recognition of patents and licenses by local LDC
official Patent Office.

Patent and design protection.

Register trademarks and license them to customers;
technology preserved within licensed companies only.

Government assurances, such as in Brasil.

Expect LDC to protect patents and trademarks in
accordance with international convention.

Nothing special.

Secrecy for technology and conformity with company
inputs for trademarks and standard quality.

Good contractual relations.

Not essential; are in low technological field,

Absolute when patents are involved. Otherwise technology
is not normally capable of protection - it is the "know-
how" which is vital and this is passed on by management.

Confidentiality. Strong ownership protection of trade-
marks; legal and quality assurauce; strong patent and
trademark laws desired; stable government backed up by
strong legal system.

Usual international agreements.
Those which would legally (actually) protect the company.

In accordance with international comventions.
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Question No. 9
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Long-term
Product supply
Catagory* contract The conditions
Yoo Mo
a,c x -
a.b.d.@.j x x Price pegged to an inflation index.
a8,d,5,h,1,k,1 X -
i.k x Reasonable level of prices; gusranteed
deliveries.
a,4,f,h x -
8,0,4,f X -
a,b,c,f,1 x N.8.,
a,d,f,g,1 x Comtract with price fixed later on basis of
a specified formula.
b, ——
b,e % e
a,¢,1 x e
a x -
a,d,e,f,g,h,1 x Prices related to UK retail price index.
a,8 x -
a,d,ef,8,],1 x -
e,l -
8,8, x Payment of an agreed percentags on total
ssles vith a minimum guarantesd.
a,C,1 x -
b,d,0,£,8.1 x N.8.
a,b,0,8,8,5,1, x -
Jol
a,d,f,g,h,§,1 x -
a,b,e,i,1 x Fresdom to handle subsequent transactions.
8,81, §ok,1 x 1f there were & price advantage or supply
« shortage and the contract would assure our
being supplied.
a,l x
s x
s d
s x
i,k .
e ]
a,l x

Sve code on page 11-23.

e e
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u
13
14

13
16

»w

Product
Category*

a,b,c,i,1
b,c

b

8,8,1

8,8

8,8,4,2

s,l

88

by, f,8,1
0,8,8.0,4,k,1

8,8,8,8,8.501
£,k
L 1%

8,84

88,1
8,4,8,8,h,],1
(TRSAN

a,l

- 1143 = Question No, Y

Willingness to offer soft terms for

Te P

A

Ak

Technology not too heavy; iwvolved in venshing
and tea products.

Yes, and depending upon the terws.
Yes,
Mo,

Ve educate our customers in hov to rvua the plant
they have bought from us.

Neo.
in principle, yes.
Yes, - in the context of a joint-vemturs agresment.

Maybe, - depending on the lomg-term implicetions/
opportunites.

Yes, if provided adequate returns.

* Bss cods on page 11-23,
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In your opinion, which developing countries, particuierly
those vith sufficient raw meterisl supplies, do you fesl
currently wmeet your company's criteris for expanding er
sstting uwp a processing operation for any of the predusts
in Bo. 1.

¥

.

ol




' Seudl Avebia

A,

Baby foods
Flour milling

Bakery products

Flour nilling

Naise (growing &
distribution)

Baby foods
Baby foods

Haine (growing &

~ distribution)

Naise (growing &
distribution)

Baby foods
Flour nilling

Orain § oll ssed processing

Consumsr products based

on grain cereals

Orain 4 oil seed processing

Wheat flour, breakfast

cerveals
Whest

Consumer products based

on ceresl graine

- II“‘S -

SAAIN CEREALS

Seasons

Market potential
Market potential

Steble political climate & long=term
local or regional market petemtisl

Long=-term local or regionsl marhet
petential : .

Rev materisl availabilicy
Narket poteatisl

Narket potential
Rew material availablilicy

Raw material availabilicy

Nerket potentiasl
Market potential

Agricultural potential dus to siss &
climate

Stable political climate & lomg=term
local or regional market potential

New government, emplasis on agricultural

growth

Market potential and stable political
climate

Stable political climate & long-term
local or regional market potential

Political stability & mavhet potential

Question No, 10

Ko
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'Imym

'h&tﬂﬂu

.ln‘nuh

Nalaysia
Turhey
Theiland
Vietasn
Iram

Pakisten
lrag
Tugoslevia

kzanil
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B. CANE & MAT SUGAR
Prossssed Product Rsasons
Checolate & sugasr Stabla political climate & long-term
confectionery local or regional market potential
Best sugar Rav material availability

Semiprocessed cocoa prod-

ucts & sugar confectionery

Sugar
Best suger

Chocolate & sugar
confectionery

Sugar

Sugar

Beet sugar
Sugar

Sugar
Chocolate § sugar
confectionery
Best sugar
Beet asvugar
Best sugar
Best sugar
Sugar

Chocolate 4 sugar
confectiomsry

Stable political climate, government
incentives, long-term local or regiomal
market potential and raw material
svailabilitcy

Rev material availabilicy

Rav material availabilicy

Stable political climate & long-term
local or regional market potemtial

Rav material availability
Rew material availability
Raw material availabilicy
Raw material availabilicy
Rav material availabilicy

Stable political climate & long=-term
local or regional market poteamtial

Raw material availability
Ravw material availability
Rew material availabilicty
Ravw material availabilicy

Stable political climate & raw material
svailability

Stable political climate & long=term
local or regional market potenmtial




Ouestion No, 10

‘ CANE & BEET SUGAR oontinued

Prosspsed Preduct ~  Ressoms

Argentina Sugar Stable political climate & rew
: material availability

. Venssuela Chocolate & sugar Scable political climate & long-term
: confectionery local or regional market potemtisl

' Urugnay ~ Dhest sugsr Raw material svailability

Lomg-term local or regional market
potential & rav materisl availability

Long~term local or regional market
potential & rav material availability

Loag-term local or regional market
potential & rav material availabilitcy

et B B B R e
£ T Sy e T b

\ I

o WD BB S & o o T
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‘ D. MEAT & PRODUCTS
' | . (Including Poultry & Animal Fats)

Egypt Meat Lavel of economic development
' Nigeria Neat products Long=term local or vregiomsl mavket
potential
' Irem Heat Growth rate
. Prasil Sresding Not specified
Venssusls . Neat Govermment incemtives, stabls pelitical
climate and long-term local o¢ regiomal
market potential

Pinencially sound; vast market

Good potential subject te Limamcial
situstion being satisfactory

Mot specified
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ak aam e o4

b comsns Bsssons '
!vu& Cosat Tuns fishing & freesing Rav material availabilicy

. Suden Fish Rav material availabilicy

' Mauritenia Fishery Raw material availabiliey
Senagal Tuna fishing & freesing Raw material availability

' Congo/Brassaville Tuns fishing & fressing Rew material aveilabilicy

. Zaire Tuna fishing & fressing Rew material aveilabilicy
Philippines Tuns fishing & fressing Rew material availabilicy; lomg~temm
' local or regional market poteatiel
Nosawbique ~ Oheing Raw material availabilicy f
' Kuwait Tuna fishing § freesing Raw material availabiliey :
India Sheing Revw material availaebilicy
' Beasil FPish Rev material availabilicy
. Acgentine rieh Rev materisl availsbility
Chile Pish Raw material aveilabiliey




Reasons
Markst potential
Level of economic development

Stable pulitical climate; long=term
local or regional market potemtial -

Market potential; political stebility

Market potential

Stable political climete; long~term
locel or regional market potemtiel

Market potential

Stable political climate; long-tewm
local or regionsl market potemtial
Nevkat potential

Growth rate

Stable political climate; long-temm
local or regional market potential

Availability of qualified management or
trained personnel; long-term local or
vegional market potential

|

Stable political climate; long-teram
local or regional market potential

|
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i v ’
Coff( N&
. Ivery Const @Bft:: N8
renya Coffes (Instant) Rew matevial sveilability; markes
' potential
Tensanis Coffes (instant) Rav material aveilabllity; marhet
. ‘ potential
Indonssia Coffes Rev material availability
' easil Collen Stable political climate; government
incentives; investment & financing guar-

antees; long-term or regional market

' potential; good infrastructure; avail-
ability of qualified management or trained
personnel; lowv-cost labor and raw material

, svailability
Coltes (Inetent) Rev material availasbility; Market
petential
niee Colilss s

- @ O T o > o> o a» o O




Egypt

' Ivory Coast

. Nigeria
' lmtn

' Iran

' Brasil

.mu

'lem

P
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H. COCOA BEANS & PRODUCTS

Processed Product

Chocolate & sugar
confectionery

Semi-processed cocoa
products & sugar
confectionery

Cocoa

Chocolate & sugar
confectionery

Chocolate & sugar
cenfectionety

Chocolate & sugar
cntnctimgy

Cocon

Chocolats & suger
confectionery

Cocoa

Reasons

Stable political climate; long-term
regional or local market potential

Stable political climate; government
incentives; long-term local or regiomal
market potential; raw material
availability

Stable political climate; long-term local
or regional market potential

Stable political climate; long-term local
or regional market potential

Steble political climate; lomg~term local
or regional market potential

Market size

Stable political climate; long-term local
or regional market potential

Raw material availability; govermment
incentives; long-term local or regional
market potential '




Tea

Tea

= 11-33 - Question No. 10

Rav material availability
Rav material availabilicy

Government incentives; investmsnt &
financing guarantees; long-term local

or regional market potential; availability
of qualified management or trainmed
personnel; low-cost labor and vaw
material availability

Rav material availability

&



' Indonssia
| Philippines

Turkey
' Iram
' Mrasil

' Colembia

J.

008888d Pr t
hiﬂl foed
Animal feed cakes
Animal feed cakes
Animal fesd

Mmival fosd

Aninal feed
Animal feed

Animal feed cakes
Mminsl fesdotuft
Animal food

Feed (soya)
Animel feod

Aninal feed cakes

- 11=%4 = Ouastion No, 10

Rsasons
Level of sconomic development

Msrket potential
Narkst potential

Stable political climate; government
incentives; investment and financing
guarantees; long-terwm local or regiomal
market potential & raw material avail-
ebilicy

8table political climate; governmemt
incentives; investment & financing
guarantees; long-term local or ragiomal
market potential & raw materisl aveil-
abilicy

Market potential
N.8.

Natket potential
Rav material aveilasbilicy
Growth rate

NS
Harket sise
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K. VARIOUS CATEGORIES NOT SPECIFIED

' Country. Prossesed Product Reasons .

Egypt Various products Long-term local or regional market
' potential; stable political climate
Indonesia Various products Long-term local or regional market
l potential
Philippines Various products for Relatively stable economic & politicel
human consumption climate & prospects for acceptable
return on investment
Iven Various products Risxs & govt. restrictions are sufferahle,
. Various products Long-term local or regional market
potential; investment & financing
. guarentees & stable political climate
Roves Various products Leng-term local or ragional market
potential; stable political climate &
' availability of qualified management/

trained personnel

'kﬁ%i Various products Relatively stable economic & political
climate & prospects for acceptable
return on investment

'umm Various products Relatively stable economic & political
climate & prospects for acceptable
' return on investment

Venssusis Verious products Reletively stable economic & peliticel
climate & prospects for acceptabls
' : return on investment

Yood preducts Presdom of capital transfer

Verious products
Problems of dividend remittances
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Per Middle Latin
Totel .3 Best X _Eest X Africe X Amer. 2

d. market potential 67 36X . 17 3 11 462 20 36X 19 X

&, pol, stabilicy 47  26% 9 20% 7 292 12 2% 19 %

i. raw material 40 26X 14 0 3 13 13 10 1712

c. investment/fin.
guarantees 10 % 2 & 2 1] 3 N ) 5%

b. govt. incentives 9 L} 4 1 2 - - S ” k] 5K

e, infrastructure I n - e 1 42 1 i 22 *

f. trained management S k} 4 2 3 4 - - 1 % 2 k} 4

g. low=cost labor 2 1X 1 2 - - - e= 1 2%

h. stable labor 1 1X - ~ - - - e 1 2%
Total 184 1012 4 1007 24 1002 53 100% 59 100% j

B. Mai irst

d. market potential 31 10 X 3 a1z 14 M & 1%

a, pol. stabilicy 0 I [ ¢} 6 4N 10 2% 17 5%

i. rav meterial 29 2% 10 % 3 ax 10 2% 6 222

c. investment/fin.
guarantees I N - - 1 2] 1 n 1 "

b. govt. incentives 2 4 4 1 4 - - e | x

e, infrastructure 2 22 - e 7% 1 N - .-

f. trained management 1 1% - - -~ - - o 1 n
Total 108 101X 28 101 14 99X » 101% 30 1101%
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, Far Middls Latin
C. Maier Sscond Meason Total %  Eest _X  East X Africe % Ames. 3
d. market potential 31 s8x L Y § 8 8 S 2R 13 e2x
b, govt, incentives 7T 1% .- S L S 42 2 10%
i. vav material 6 11X 2 1 ) - 1 [ } 4 3 142
a, poi. stability 6 11X 2 i 1 1% 1 = 2 10%
¢, investment/fin,
‘guarantees -2 4% 1 ” e - - - 1 4%
£, trained management 1 2 1 9% - .- - o - -~
Total 53 M 11 9 100% 12 1008 21 100%
».
¢, investment/fin.
guarantees s 1 142 1 100% 2 m 1 1
d. market potential S 2 e - - 1 1K 2 252
i, rav material S 2 - - 2 N i 1n
£. trained management 3 1IN 1 U8 e - 1 148 1 13%
g+ low=cost labor 2 ” 1 148 - - = a= 1 132
a. pol, stability 1 [ ] - - - -- 1 14X - -
e¢. infrastructure 1 (3 4 - - - - - e 1 1R
h. stable laber 1 M == e ee we  ee me 1 1R
Total 23 108% 7T 1 100K T 8 103X

~_~“~mmm~””Mﬂm“ﬂ~ﬂ‘&—l
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1. Which doveloping countries do net presently meet yeus
campany 's criteria, but which you feel have the potemtial
to dovelep now capacity for processing any of the preducts
listed in question No. | in the long-term -~ 1983 and bepend.

H
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Bigerie

Tvery Ceast

Swnieia

{1
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A. GRAIN CAMSALS

Pyecessed Produst  Apasemp

Grain nilling

Ovaia willing

Orain willing

Grain nilling
Ceveals

Saby food
ewr willing

Peur nilling
Caresls
Svaia willing

Ovein willing

Grain ailling

o not guarantes safesy of
fovestment & safety of pevesmmel

Do sot gustantes safety of
investment § safety of perssmnwl

Do mot guarantee safety of
investment & safety of pevesmmel

Do not guarantee safety of
favestment § safety of pereemmel

Political instabilicy; intletiong
bribery

"
Pelitical § esconemic stability

Lask of hard currency & basically
no funds for fuvestment incentive
schemss, especially for feveign
companies

Currency repatriation

Se mot gusrsntee safety of
iavestment & safety of persommsl

Do not guarentes safety of
iavestasat § safety of pereommel

..

: 2 Sl e

%o
&
:’
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GRAIN CEREALS continued (Question No. 11)

Sounkry Pregessed Product Reasons

Somalia Grain milling Do not guarantes safety of
investment § safety of persomncl

Bshiopis Orain millivg Do not guarantes safety of
investment § safety of personnel

k~sea Grein willing Do not guarantee safety of
favestment & safety of persemncl

Shans Grein milling Do not guarantes safety of
investment & safety of psrsemncl

Turhey Baby foud na

Indonssia Ceresal-based products Political instability

Philippines Ceresi-based products Political instability; questionable
payments situation

Thailand Cereal-based products Ppolitical instability

Lebanen Ceresl-based products Political instebility

India Cereal-based products na

3.

Sudan Sugar Lack of labor, managerial &
other rescurces; politissl
climate

e.




Avgantine

ngels
talaysis
Milippines
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(Question No. 11)

P. MEAT & NEAT PRODUCTS

Progsssed Produt  Reasons

Cattle breeding Long range sconomic & petisieal
uncertainties

Pishery Political climats

Fishery Political clinste

Pish Unstsble political climnbe
Fish ferming Mot too well developsd

Yuna} fishing) conning Compstition rscemtly {ovested ~
they vill vait & see
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(Question deo. 11)

[
Seusry Reasons
Bgypt Ics cream Lack of infrestructure
Bigsria lce cream Lack of infrastructure
Baby food na
Ivory Cosst Ice cream | Lack of infrastructure j
Sonsgel Iss cream Lack of infrastructure
Tunisia lce cream Lack of infrastructure
Turhey Baby food ne

e,
Coltee Unstable political climate;
»o loag-term local or regional
market potential; under-developed
infrastructure and lack of qualified
management or trai-wed psrsonnsl
Amgolas Coffes Unstable political climate;

government policy; curremey
repatriation not permitted; no
isvestment & financing guarantees}
no long-term local or regional £
markst potential; under-developed
{nfrastructure; lack of qualified
management or trained personnel &
labor collective bargaining climate

i

e

|




- 11 63 ~

(Question No. 11)

[
Mperie Unstable politicel climate &
leck of qualified management eor
trained persomnsl
bidervis Mmimnl fosdotuft "
indenssia Aninsl Cosdstnit "

i




Acgenting
Pery

Colembia

Mgerie

Ivery Cosst

Iran

fores, Mep.

Indonasia
Pakistan
Chile

Sri Lavke

India
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Verious products

Institutional food

Vavious consumetr
food products

L

(Question Neo. 11)

Political climate

L4

Political instebility and/or
poor sconomic enviromment

"

Political instebility and/ep
poor economic enviromment

L]
"
]

"

Nas best potentisl if proper
welcome mat were presented to a
meuber of their industry

Mo government decisivenses &
veliabilicy

Political instability ami/er
poor economic suvivosment

L

&
e
Eos

i
.
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wastable political

"elimate

poor ecomomic
savironment

no inv./fin.
guarantess

safety of personmsl
not guarantesd »

underdeveloped infre-

structure

lack of qualified
parsonnel

122k of hard-
currency

unaveilable rav
material

no long~term
sarhet petentisl

N ()

a2 (a5x%)

12 (1a%)

11 (13%)

S (6%)

4 (5%)

1 (1%)

RYAtH

1(1%)

o8(101%)

(Question No. 1))

Latin
Mer. Msis Alrigs
s 10 13
L) ¢ 12
3 1} ]
3 1 !
1 - 4
1 - 13
- - ]
1 - “e
1 - -
n 18 L

. A‘U%Q%Tﬁf s

2
s
£
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12. Por the countries listed above im Nos. 10 and 11, whet
sre your sstimates for domestic market sise and expert

Nete! Most of the compenies did mot aemplete this questien,
the vessons being lack of dats er confidentialicy.
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Average Annual
Total Estimated Market Size Ma;::: (l;;o;:l:r:vur
Domestic Export (in 2)
Country Product Present! 1980 | 1985 | Present | 1980 | 1985 Domestic| Export;
Korea __  Raby faod* 11,100mn} ,265mn 0 0 | 0 a4 0.
Egypt " 1,100mn1,200mnl,300my 0 150mn| 300mn X 107 ]
Indonesia " 800mn; 920mnil,104myq 0 0 lo 5% o
Argentina " 1,500mn} ,725mn2,070mq 0 0 53 0_
Pery " 1,500mn} , 550mn{l , 600mn 0 0 22 0
Brasil Starch 400,000 +10% | +25% 0 10,0005, Of 23 L
Indonesia " 25,0001 +20%7 | +35% 41
Philippines " 10,000 +10% | +25% o__ 1 22 N
Egypt " 100,000 150,008 50,0 - - - iﬂl_._..--“_-ﬁ.
Angola Fish 102 | 203 —302(1002 | 202 | 100%
Brazil " - 502 | 100% 50%/1002 | 100X | 1007 ,7'
Argentina " - 10X 20% 30%]100% 20% 1007
Chile " - | 202 | 4oz 5021002 | 402 | 100
]
Mozambique Shrimp - 102 20% 20%) 40% 20% 407
India " - - - 202| 40% - 407
T S SN R ]
* Cereal and meat-basqd.
f
- n
7
7
- S S— —
f
T
| i '
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An snalysis of what companies snticipate im the vay of
trends in procsssing technology im their fisld, based
on respenss to questionnaive and interviews with the

companies, is given in Chapter III,

A

R

s il
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In addition to present projects, does your company

consider processing any products in s developing

country or region over ths next 10 years, or even in

the longer term?! If yes, in which countries (in ovder

of prierity) or regions and describe envisaged operstion(s).

RS

Nete: Neny of the participauts responded to this
question in the aftirmative and referred to
their snswers to Question No. 10: "Countries

which currently mest their investwent criteria".




- 11-70 = Question No, 15
A GRREAL GRALNS
|
| Type of
Maalen Proguet Opsration Technology to be used
Axice Various cereals Various* Flour milling
Migeria " " " Manufacture of bhaby food
Maise - Wet milling
Bgypt Various cersals ~- Manufacture of baby food
Sudan Maise - Wet milling .
mi, L] - " "
Tvaisie " - " "
Algeria " - " "
Médle Kssg  Plowr Verioust '
Various cersals -~ Finished grain products
Latin Aperica Various cereals Verious* Flour milling
Venssuala " " - Mixing & packaging of consumer products
Whaat - Pasta
Brasil Maise .- Starch production
Various cersals e Mixing & packaging of consumer products
Naxico " " - Expansion of mixing & packeging operatiem
Anis
Far Rast Varicus cereals Various* Flour milling
indonnsis Maise - Starch manufacture
Various cereals - Manufacture of baby food
tr“ " " - " " ] ]
Malaysia " " - " " w o oa
m’ " L] - " " " "
Philippines Maise - Starch manufacture

® Minority holding, participation, technical assistamce or management comtract




4 - 11-71 = Question No. 15
l B. CANE AND BEET SUGAR
|
) | Type of
country
.
Kenys Cans sugar JV/Licensing Processed & snack foods
' " Beet sugar - Best sugar technology
Ivory Coast Cans or beet .
l sugar J¥/Licensing Processed & snack foods
Migeria Cane or best
m’t LN (] " L]
' m " ” " ” ”
% ” o " n ]
' Algeria Best sugar Technical
‘ sssistance Best sugar technology
' Moroceo " " " w "
Senegal " " " " "
l Meuritania Cane suger Refinery Refining
Libya Best sugar Technical
assistance =
Iren Cane or best
. sugar JV/Licensing Processed & snack foods
Best sugar Technical
l assistance Best sugar technology
j ireq n " " " " "
’ m L) " o " 1] "
Agis
' “M““ " o " " " "
l“i. " ” " " " L)
' P*“t‘ﬂ " ] " " " H
anh’ " " ;] ;] " L]
Philippines Cane or best
suger Subsididery Processed & snack feods




B. CANE AND BEET SUGAR (continued) =« 11-72 = Question No, 15
Type of
Bagion Preguct Spesgtion haology to
' - Sawntny

| Lesin Aperica Suger Open Most modern sugar productien technology

Brasil Cane or best
sugar Subsidiary Processed & snack foods

Vemasusla " " " " "

d
!
!
!
!
!
!
!
'
'
!
|
|
l
|
l
l
l
|
|

Uruguay Best sugar Technical
assistance Beet sugar techmology

Yugeslavia Best sugar Techaical
assistance Best sugar techmolegy

¢.
Mzise
Nigeris Maioe . Wet ailling
Sudan " o .o
Sambia " - " "
Tuaisie " . w » -
Algeria " - woow s
Asie
Indownesis " - Vet nilling
Philippines " - " "
Brasi! " »- Vet wnilling




R Question Jo. 15

D. MEAT & PRODUCTS

(including poulery & animsl fats)

Type of

Mzise
katip Amexiss Meat/enimsl Minority
fats holding/JV  Precessed mest products
Brasil Neat/aninel Minority
fats holding/JV  Processed meat predusts
Venasusie et J¥/Licensing Processed food products
5. ZISN & PIsM PMepNCTI
Miisa
mgele Tieh .- Travling & processing
Nosawbique Sheimp e Teavling
fats
India Sheing - fhring trawling
Various sestend - Processing, frassing
ki‘i ol " -l " . ]
lndonesie " " - " "
Maiis dmerise |
brasil " " - Traviing & processing
mi“ " L. e " "
Chile " » - Fioh ternings cultivetion




- 1174 - Quastion No. 15

3
- lankes Exadust
SaNRsEy
Mriss Deiry products Licensing/JVv/
wansgement comtract ~-
Egypt Milk - Manufacture of baby feed
Migeria " - " " " "
Middle Bapt Deiry products Licensing/JV/
management comtract
Indenesis Milk et Masufacture of beby foold :
*mi‘ " PR, " " " L]
iren " - " woowo é
m L] - w " " L]
lasis Amarise
Brasil Nilk b ] Butter production
Dairy products Licensing/JVv/
management contract "
G 5
Svery Cosst Colftme n.s. .8,
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‘ ' .
: ?
' | Type of
Bagise Product gpsration
| p—
Ivory Coast Cocos N.8. N.8.
‘ ' West Africa Cocon Participation Pressing
' Esuador Cocas V/Licensing Confectionary produsts
I 1
Africe/ JV/technical Premixes, concentretes, sempound feud,
Middle Bast  Pesdotuft sssistance/ wilk replacers
' licensing/
management
' contract

S e

focd
z

Indonesia  Tesdstuft N.8. Compound fosd
Jatin Americs Pesdetutt IV/TA/ Premines, compound feed, milk replacers
licensing/ ,
menagement
contraet E

sl R




K,
Bagien Produst
Sountey
Mxicy
Nigaria -
fals
Pakisten -
indenssia -
Irem -
katin dmarics
Mexico e
Venesusla ~—
Avgonting e

Srasil

gﬁ.tioﬂ m. 1_5.

- 1776 =~

Typs of
Spsregion  Tschmology to be ysed

we Processing, packaging & distvibution of
verious food products

Processing, packaging & disteimtion of

verious food products
- Processing of food predusts
-e " " [ "
- Food processing
- " L "
- Processing, packaging & distribution of
various food products |
- oo "
- " ] " "

o B L
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16. Ia evder to better determine & developing country's petential
for further processing in each product ares, your assessment
of the market in which you are mow operating would be most
helpful. Would you thus be so kind as to complete to ths
bost of your ability the following forms for sach separately
Listed group.

“any compenics did mot provide this infornstion; the vessen

Mwmm'm&summemm,
while others said that it just was not availeble.
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The following profiles of food products covered
in this survey ave based on statistical data collected from |
& wide variety of sources. The objective of el these profiles
vas to provide sn informetion basis fer the BI resesrch tesn
in ovder that the wost important issuss and potential processing
losstions for each product group could be discussed effectively

end intelligently with processors.
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A. CEREAL GRAINS

1. Overview: Grain Production and Demand '

The inhsrent flaw in the pattern of world grain production
can be suwmariszed fairly simply. The highly advanced producers have
had the least need to continue building up output and stocks. The
centrally planned countries aid. to a lesser extent, the developing
countries, have done well in the past in raising output, but not quits
fast enough to meet the growing need for more food and for food with

a higher nutritional content.

T ORI Fa
1 «dﬂiﬁ:‘lﬁg&ﬂ-}"‘% el

Until a fev ysars age, any survey of the growth of world feod
grain production night. have coms to some misleadingly optimistic
conclusions. Werld output of foodgrains was rising at an annual
average of 2.8% during the 20 years to 1973, while world pepulation

was rising by an average 2X1. But during this period, according to

the US Department of Agriculture, grain output was rising by 2.7%
annually in the industrial countries, vhose populations were expanding
by only 1% a year. Om the other hand, output was rising by 3% in the

developing countries, whose populations were rising by 2.5% amnually.

%
"

But a smsll vise in nutritional standards in those countries caused
their food consumption to rise by 3.5%, and the gap was thus met by
increased imports.

e
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Contrary to meny bsliefs, there is still available arable
land and vays of raising grain ylelds still more to keep up with
rising demand. According to soms estimates, the acreage presently
used for world food production could be doubled at a tolerable cost.
The resl problam is that demend for food in the developing countries
is likely to outstrip ths increase im their own output for at least

another decade.

The PAD estimates that graim output in the developing
countries was likely to expand by about 2.6% annually to 1985, while
the demand for food was likely to grow at least 3.3%, a trend
suggesting the need for anmual grain imports of about 85 million toms
by 1985, even without harvest failures (vs a present import level of
sbout 50 million and an average of around 30 million in the early 1970s).

g et

Developing countries have expanded their grain production
over the past 10 years. However, half of the increase is attributed
to an extension of area sown and only half from improved yhlén. ot

the major cereals, vheat has shown the best performance with a 23% gain

in yields in developing countries. This is not the 307 needed to kesp
pace with the population, but it is havdly a failure.
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Nr. Haldore Hanson, the Dirsctor General at the Intermstionsl
Maise and Wheat Breeding Institute, in Mexico, warns that most of the
increased cersal crops needed by developing countries must coms from
higher yields on present land. The short-strawed high-yielding wheats
are nov being growm on about 40X of all wheat lands in the developing
world, covering some 25 million hectares. These Mexican varieties have
bosn grown mainly in areas with better moisturc supply end soils and

planted by better trained farmers.

With meise, progress in yislds has, to date, been less
dramatic, but nov many scientists believe a breskthrough is about to

tabe place. Nr. Hanson believes that the higher~yielding varisties,

tegether vwith associated new technology, could spread throughout
doveloping world much mere quickly than the nev wheat technolegy of the
1900s .
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m 1011/13 1972/73 1973/74 1974/15 1913/%¢

Arveas (mn hectarss)

World Shé 568 561 580 o8 603

Daveloped countries 141 146 140 146 14 151

Developing countries 182 300 198 04 0 1

Centrally plaamed

sconomies 22 222 323 2% N 32

Production: (o wetric tons)

Werld 736 1,000 "’ 1,083 1,010 1,018

Developed ceuntries ns (1Y) 443 418 455

4%
Peveloping countries 197 0 208 08 H] N

Conteally plamned
econsnies 250 b ) o1 m 0

Sourcee: UTAOD Nosthly ulletin of Agricultural Bconomics and Statistics amd FAO
Commdity Review and Outiook. Crop ysars to Jume 0.
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Table 2
in Trade! it and Coarse Grajne - =74

a mn metric tons

1966/67
1970/N , .
Avesape 1971/72 1973/73 1973/14 1934/78 IS/
Inperts:
World  } ] 109 13 142 13 148
Peveleped countries 54 [} ([} n ) o
Beveloping countries - 3 » L1 11 4
Contrally planned
sconomies 12 0 ) " » »
Snpogse!
World | 110 13 14 19 e
Developed countries ” ” in 123 118 12
Beveloping countries 13 12 12 13 4 1} )
Centrally plammed
esconomies ? ¢ ] ] ) 3
.
Tovecast.

Sources: PAD Weathly Dulletin of Agriculturel Ecomomice and Stetistios and
PAO Commedity Roview amd Outlosk, 1973/76. Crop yeers te Juns 0.
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2. Prospects for Wheat

Current estimates put 1976 wheat output at between 365 ullltoa{
and 383 million tons, up from 354 million tons in 1975. Most of the

increase is expected to be accounted for by the UBSR,

The most critical issue facing the world vheet ecomomy ie
the nesd for accelerating production in developing countries. Te
accslerate growth, investments are required particularly for land
improvement, irrigation and research for the development of higher
yielding varistias adapted to local conditions. At the same time,
it is necessary to adopt appropriate policies, especially in the
fields of credit, lamd temure and price support, to lmpreve
incentives to the producer and to reduce risks.

OVeponding upon evailabilities, perticularly from domestic
output, the most immediate noed of coumtries, especially thess merve
velmersble to fluctustions in production, is the establisiment of
odoquate ressrves. This entails large investments both for the
purchase of commedities and for the creation of the necessary stocage

focilities.

Among the long-term factors affecting the demsnd feor wheat,

perticular account is takem of two elements: 1) population growth,
whioh has boon the main coues of the rapid rise in wheet consumption
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in devaloping countrias, and 2) chapges in consumption habits: the

increase in the consumption of meat and hence of grains for feed. 1In
developed countrias the price of whaat, in relation to that of cosrse
grains, and the availability of feed grains and other feedstuffs in
general, may slso have soms bearing on the use of wheat for sanimsl
feed. Some incresse is in any case expected following the curremt
recovery in the animal populations in a number of countries and the
lover supplies of coarse grains and nongrain feedstuffs (e.g. hay,
sugar beets and potatoes) as a result of prolonged dry weacher ia

seme countries.

In the shorter-term, the levela of vheat prices, and their
relationship to those of other food and feedstuffs, are of msjor
importence. A surpriaingly inelasticity of demand for wheat with
respact to price has been demonstrated in recen’ years in develeping
sountriea. Their unsbated imcrease im imports, despite higher werld
sarket prices, has been in part due to concessional shipmenta -
including food aid - from exporting countries, and the help of outside
financial asaistamce. If whest prices continue at levels comparsdle
with recent yesars, some develeping countries may have te comtimwe to
rely on financial assistance and food aid. Demend in soms cowmtries,
particularly in Far Bast Asia, may alee be affected by the price
velationship between wheat and rice. 1In sum, the factors affectisg

domand, both long- and short-term, avet
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population growth

consumption habits

use of wheat for animsl feed

wvheat prices

price relationship betwsen vheat and rice
world monetary situation

goverament decisions

whest stocks.

Cereal Grains
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Wheat Flour: Main Producaers, Exporters & Importers

Leading

imperters
South America

Bolivia
Colombia
Chile
Pery
Brasil
Ecuador

fsls

Vistnem, DR
Sri Lanka
Korea, DM
Saudi Arebis
Syria
Indomssia
Jordan
Yemen, AR
Yomen, DR
Maleysia
Milippines
Turkey
Iven

Bures

Imports

Cereal Grains

1974
('000 mt)

7 prowth
1970-74

102

-
L)

w - e

AR EEEEEREEEE R

87.3
- 503
- 40.9%
- 10.1
8.2

3.0

- 4,0
$§.3
10.7
1.8
-N.3
- 20.5
- 15.4
.2
0.0
0.0
- 4.3
in.;
- 5.1

(oontinued)

ol
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I Table O _
' 1976 Wheat Production in Selected Countries
(in million metric tons)

' 1975 1976

Region and country (provisional) (forecast)
l :wntcrn Europa 33.0 52.5-56.5 o

of which: EEC 38.1 37.0-41,0 P
' Rastern Europs 24,5 26.0 |

USER 6.1 80.0-85.0
' North and Central Americs 17.9 72.0-76.0
' of which: Canada 17.1 16.0-20.0
us 58.1 531"

' South America 11.9 14.5-15.5

of which: Argentinma 8.6 $.5-9.5
' Asia 9.3 101.0-103.0

of vhich: China »no 40.0
' India .2 27.0
' Africa s.9 9.5

m““ 130‘ 9.3-13.5

' of which: Australis 12.0 9.0-13.0
' WORLD TOTAL 353.1 363.0-385.0
. . In a report issued on June 22, 1976, the US Department of Agriculture

forscast the 1976 USSR vheat crop at 75 million tons.
®)idpoint of the officially forecast rangs of 51.1 million - 55.1 millien tens.
Source: Intermnational Whest Coumeil.
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Table 7

Gercal Grains

Wheat: Imports and Export Availsbilities in 1976117*

(in million tons, wheat equivalent)

Des tion

Western Europe
EEC (9 member ltlt!l).)
Other

Esstern Europse

VEsR

North and Central America
South America

Near East Asia

Far Rast Asia
Japan
Bangladesh
India
Pakistan
Korea, Rep. of
China
Othsrs

Africa

Egypt (Arab Rep. of)

Algeria, Libys, Nevocce,
Tunisia

Others

Others end unspecified
WORLD TOTAL

R

* July/June years

Ingortu
1975/76
(estimated)

6.6
5.7
0.9
4.5
11.0
1.9
6.6
3.1
22.4
s.5
1.3
6.0
1.5
i.6
2.5
4.0
9.5
3.7
3.8
2.0
¥
66.0

1976/17
gfggeegotz
606"7.1
5.80-6.2
0.8-0.9

4.5
6.0-8.0
2.3
5.5
4.0

21.0-23.%

$.4

1.8

3.0-4.8

1.8

1.8

2.9-3.8

5.0

9.0
3.9

.
2.2

0.0~65.0
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whest: JImports and Export Availabilities in 1976111. (aontinued)

Export Availabilities

1975/76 1976/77 "
Soures estimced exporcs  sxport aveilshilicies
Atgenting 3.5 4.0~ 4.5
Mstralie ' 1.7 6.0-10.0
Canada 12.0 11.0-15.0
eac® 1.5 4.0- 6.0
us 32.0 33.0
usen 1.0 1.5- 3.0
Others 3 3= 2.3
WORLD TOTAL .0 65.0-70.0%

'
July/June years.
"mxum EEC intra-trade.

”On the assumption of unchanged stocks in the five msjor enporting coumtries
(Argentina, Australias, Canada, EEC and US).

‘)!u-rwd range. The total of the individual itams comes to 63-73 millien toms.
Source: Ilaternatiomal Wheat Council.
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3. Prospscts for Coarse Crains (including maize)

FAO's provisional estimates of world coarse grain production
in 1976 have been put at around 703 million tona, a 6% increase over
1975, with the bulk of the increase expscted to be in the USSR and, to

4 lesser extent, the US.

In the US, production is forecast at 193 millien toms (vs
104 million in 1975). Based upon normsl weather conditions, total
preduction in the USSR is expected to exceed 95 million tons, vs &)
sillion in 1975, resulting from the planned expansion of maise end
sorghum areas and rise in utilisation of high-yielding varisties.

Maise, barley and rye ocutputs are expected to show
relatively good imcreases, but oat production is likely te rise emly
slightly. MNillet production is expected to remain unchanged while
thet of sorghum may decline as a lower output is enpscted in the V8.

In developing countries, comsumption of coarse grains is
slightly higher than that of wheat and demand for coarse grains for
food should continue to grow, the rate depending upon aveilabilities
of other foodstuffs, particularly rice and wheat. Their expanding
livestock sectors should eleo result in & concomitant incresse im the
'M for feed. In many regions consumption will continue te dopend
lacgely upon domestic output, since persisting balance~of-payment
problems and contimued currency fluctuatioms could limit {wporta.

¥
A
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The Major lssues

Unlike other cereals, coarse grains comprise a number of
different commodities with several end-uses, for which the degree of
substitution is considerable, both between individual coarse grains
and between coarse grains and other commodities. There are seversl
goneral considerations influencing future expansion of both output
and utilisation: 1) the return to more stable supply conditioms;

2) the need for accelerating production growth in developing countries

wheve production potentisl exists.

In addition to the weed for higher-yielding varieties and
improved dvy farming techmnolegy, many developing countries weed a
conprehensive policy that would combine the necessary productiom,
satheting, price support, industrial and infrastructure policy elememts
into an overall package that would emsure greater security awmd previde
guidence to producere. PFor those developing countries that expert
ceares grains, grester assurance of markets is also needed, tegether

vith peliciee and programs for maintaining gusrantesd supplies.

In the developed countriee, the cosrse grain situation
prevents & different set of problems. Producere have more experience
and the advenced technology for growing s variety of crops amd reset to
relative price chemges by chenging their cropping plans. In these
circumstances, managemsnt of supply is becoming en increacingly

&

i
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inportant ebjective of govermment policies for production, trade and
price support. The aggregated effects of these policy changss have
an important offect on global output, export availabilities and

isport requivemsants.

i
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b, Pr s for

Current Bituation

Maise represents sbout half of the world output of cearse
gtains and the US produces about half of the world's maise. Thus
wvhat happens to the US maize economy has a profound effect om the
markst outlook for all coarse grains. When the US maize market
slumped by iskaillioa tons in 1974/73, the shock was felt throughewt
the vhole feed grains economy, even though there was little change
in the preduction of maise or other coarse grains in the rest of the

wotld.

% Increase
T™he US 95,561 143,438 118,461 146,487 .1
Ohina 22,756 30,384 31,085 33,085 - 8.9
Prasil 10,112 14,109 17,284 16,491 16.9
Seuth Africe 5,229 4,160 11,108 9,561 13.0
Yugeslavia S,618 8,253 8,031 9,39 13.8
Mexico 7,369 8,355 7,784 9,300 11.3
Teance 2,760 10,620 8,085 8,143 23.)
Argentina 4,904 9,700 9,900 7,700 - 20.6

orld Total 216,108 310,706 293,728 321,144 3.3
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In 1974, 17% of world production was exported, with 91.3%
of exports accounted for by the US (30 mn tons), Argentina (5.6 mm),
France (3.8 wn), South Africa (3 mn), Thailand (3.4 mn) and the
Netherlands (1.4 mn). The leading importers in 1974 were Japan

(7.9 mn), the Netherlands (4.4 mn), Italy (4.2 mn), Spain (4.1 wm),

the UK (3.3 mn) and China (2.6 mn).

T™he factors that are likely to stimulate demand ave!
dovelopments in the demand for meat, hence for animal feed} increcsed
industrial use, i.¢. the mamufacture of high-fructose corm syrwp
(hfes); pepulation growth; improved real incomes; snd particularly,
lower prices due to the sasing of supplies.

By 1900, the US should continue te be the uncomtested leader
in sora preduction - far move efficient then any other country. MNeve-
over, the corn wet milling industry sheuld continue to represeat ¢-1%
of tetal US corn production, and have an adequate supply of raw
meterial (particularly for the increased menufacture of hfcs) ot
velatively stable prices. Corm costs are expected to be im the §3.50/
bushsl rangs, with resulting prices somevhat lover then im Jume 1974
(42.50-1.60/bushel rangs).

R
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By 1980, corn is expected to be plentiful, with world
production outpacing consumption and stocks building. Over the
next five years, world production is forecast to grow an average
4% annually, vith the biggest annual rise to be registered by Brasil

(sn average 6.4%), the US (5.4%), Argentina (5.1%) and Romania (4.6%).

s esNs GG GED WD GEE G GED GE GBS owe ol

Annual

Yie re Produstion mil production
e Us $7.2  101.0 5,004 7,460 5.4 &
China 0.4 RS 119 1,39 2.1 <
Bresil 9.6 207 W o .4
58C (9) RO X e el 3.0
Megontina “e s % s 5.1 3
Mexico e 1.2 w 1.6 &
South Africa 3.0  37.4 356 420 3.1
Yugoslavia 38.1 .1 354 % 2.2
The USSR 0.2 6.4 N so2 0.8
Remenia RN 23 a3 "o
Top 10 0.4 563 10,10 12,497 3
World Total 421 475 12,416 15,106 “0
Source: Buvofeod, Ne. 76.
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Table 14
Projscted World Corn Baslance Shest by 1980

Production Consumption

(mill bu) {mill bu)
1975 12,416 11,840
1980 15,197 14,458
Change + 2,602 + 2,340

Source: Ruvefood, Neo. 78.

Cereal Grains

Ending stocks
Millbu  Days

1,006 k }]

4,380 108
+ 3,1% L4
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5. Prospects for Rice

Despite below-trend production and depleted stocks in rice
importing countries, effective import demand for rice in a number of
them was severely limited in 1975 because of relatively high market
prices and persisting balance-of-payments problems. Even with reduced
prices, import demand in 1976 remains weuk, reflecting the continuing

foreign-exchange difficulties of some important rice-deficit countries.

The bulk of exports continue to be directed to developing
countries, mainly in the Far and Near East. Indonesia is the world's
leading importer and contrasts with India and Bangladesh, both of which
rely largely on wheat imports in meeting their foodgrains shortfall.

In ths past few years, the Near East has rapidly emerged as s market

for high quality rice, with Iran showing the fastest growth.

Because of the instability in rice supplies and prices,
consumars in many developing countries face serious hardships in years
of shortages, wvhile producers suffer losses in years of surpluses.

The problems at the root of this instability are recurring production

fluctuations and the inadequacy of carryover stocks.

The insufficiency of controlled irrigation and water manage-
ment is the basic cause of production instability in the main rice
producing countries. Currently, most of the world's paddy crop {s
grown under rainfed conditions and is thus subject to droughts and

floods. Financial comstraints, together with the limitstions arising

vk .
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from insdequate infrastructure, including the lack of storage facilities,
are the causes for the inadequacy of rice stocks in many developing
countries. While importers’ production gains should reduce import
requirements, the following factors will tend to sustain rice trade

in the short~term:

= A 2-3X snnual rise in availabilities, to keep up with the

rise in per-capita consumption.

= Greater help to developing countries to cope with their
balance-of-payments problems and lower internatiomal ries
prices, thus enabling food grain deficits to be more tully
reflected in effective demand.

= Lower average prices to sllow increased offers of the US'
PLASO rice exports, which, though competing with rice

exporters, may serve to bolster effective demand.

= Expanded UB shipments of PLASO rice to African and Asiss
countries, increasing the proportion of their foodgraing
gep being filled by rice.

= PMrther increases in rice demand by Near East countries.

= A slight rise in West Buropesn countries' rice inport
requirements. As rice is not especially incoms-slastie
and not used for animsl feedstuff, economic upturns have

little effect on rice demand.

= Soviet purchases of rice from the US, perhaps not entively

48 a substitute for its traditionsl sources.

P 5
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Geindlays Bank Review
Fisancial Times

US Department of Agrisulture
FAO

Interastional Wheat Cowneil
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Noncentrifugal sugar:

Centrifugal sugar or
commercial rev sugar:

fofined suger:

= 11=3 =

Produced by opsn~kettle boiling of the extracted
Juice. It is generally formed into loaves.

In many sugar-producing countries, moncentrifu~
gal sugar accounts for the larger share of
sugar consumption, as for exemple in India,
where it makes up 60X of sugar cane produstion,

Processed by crushing of the cane to preduce
Juicey purification of the juice (containing
93-94% water); svaporation; and crystallizetion,
whereby the crystals are separated from the
sutrounding mother syrup «nd purged in cesteitu-~
sal mechines.

Produced via affination, clarification, wed

treatment, declorisation, crystailisation and

finlohing. Sugar vefining generslly cekes

£
&
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place in large plants that have sasy acceess to
concentrated market areas. Modern refineries

can refine best or cane raws simultanecusly.

Since the output of a large refinery includes

numerous grades of sugar, packaging depends teo

& largs extent on the type of sugar, and its

use for industry or domestic consumption.

Commercisl grades range from the large "coffee

erystals,” through several coarss grades used
by confectioners and other memufacturers, te 1
table granulated sugar. Very fime crystals ave

termed Fruit Sugar, Dessert Sugar or Superfime.

Confectioners' and powdered (icing) sugars arve |
pulverized in hammer wmills with 3% cormstareh
to prevent caking. Tsblet and cube sugars are
made from uixtun; of crystals and sugar syrups
wolded into the desired form, then dried ot
baked. Meavy sucrose and invert sugar syrups : 1
for industrial use comstitute a substential |

part of the total refined sugar output.

byproducts: 1. Risshasrep molasess. which veries in composi-
tion vwith country of origin, maturity of

g ———
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-

cone, sxtent of milling, and methods of
manufacture., World output (50 gal. for
each ton of rav sugar) is used commercially
for cattle feed, for fermentation imto
sleohol, and, to a less degres, for the

production of ysast and organic chemicals.

3. Nagasss (also called megass), which is &
residus from the milling process and smounts
to about 25% of the cane ground, s used
in the manufacture of wallbeard, insulating

board, paper, plastics, tile, and in dried

ond scraened fibers for chickea litter,

cattle bedding snd plant mulch. PFectories

producing bagasse paper now operate in Peru,

Brasil and the Philippines. Potentisl uses

%

) include the production of lignin and alpha-
csllulose.

3. 5888 vex, entrected by organic selvents frem
the clarificetion muds.

Supatbest byproduste: 1. Jast pulp. weed os livestock feod.
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2. mggg;g;gg Steffen wastes are a source of

monosodium glutamate, used as a condiment,
and to a lesser extent as a source of betaine

and other amino acids.

3. Dest molasses serves as animal feed (gemer-
¢lly mixed with beet pulp) and as a base for

tleoholic beverages and for yeast msnufacture.

Lesding induetrial consumers of sugar include: bakers,
confectionsrs, dairies and menufactures of soft drinks, alcohelic

Severages, paper, plastics, toothpsste, floor wax, toys and explosives.

Neny steps in the eleboration of ceme end beet sugar ave g
similer, but marked differences also exist, especially vhere beet
suger production is a ome-stage process, as in the US and many parts of
Sutope. Rav cene sugar is necessarily msnufactured in the cene-pro-
ducing areas, but refiming generally takes pPlace in the greater pepu-

lation centers.

Demand for sugar in the developed countries {s expacted to
gtow only moderately im coming years. 1In fact, for some developed
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countries - mainly the US, which is a major sugar imporcer and wmajor

maize exporter - demand for bset and cane sugar may sven wvans in view

of the incressing competition of the presently lower-priced substitute ’
maise-based sweeteners - high-fructose corn syrup (hfc). In late

1976, there were already disappointing consumption forecasts in the

US, Japan and EEC, reflecting the commissioning of hfc production

facilities on an incrcasingly large scale.

The increased corn sweetener consumption will take place
primarily in the food-processing sectors now utiliging 1iquid sugar
* 6.8. the soft drinks sector, which was particularly hit by the recent

rise in sugar prices.

In the US, the hfcs' share of the total swestemer market {s
10X and could double by 1980. Cemversely, in Europe, which inports %
meize and exports sugar, the inroads made by hfcs may not be dramstic )
in the near term, as the average price margins are less favorable and %

the Europsan sugar beet lobby is powerful. In September 1976, EEC sugar
best farmers demanded that hfcs be subject to the EEC organisation for

sugari that the competition distortions be compensated by a production

—— e— ame s eEB G GB @O @ S G O &b = = >

levy on hfcs; and that the tax systems for swesteners be harmonised

H
§

in the Community. The political and ecomomic hurdles could be clesred,
hovever, if vheat were used instead of maise, since it is normally in

surplus in the BERC.
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The wet milling of maize is well established in the US, and
the supply of maise elsewhere in the world may well restrict this
industry mainly to the US market. But should the hfcs erode the sugar
market, there is one area where sugsr can recover: protein for human
and animal consumption produced from sugar. However, this development
is a long-term prospect as full-scale production is not expected to

start until avound 19883,

In sum, the compstitive situstion in developed countries wp
to 1985 vill be primerily affected by the changing relative prices of
sugar and corn, which will depend on several unpredictable factors:
weather conditions, govermment price protection schemes for sugar end

corn, and fulfilled acreage and plant expansions in major sugar-preo-

ducing coumtriee.

The biggest potential for sugar consumption growth is in the
doveloping countries - most of which are situsted in the tropical amd
subtropical areas conducive for growing sugar cane - and is linked as
much vith the improvement in income levels as with the general rise
in population. As a result, future demand for sugar is dependent large-
1y on hov the developing countries fare in the battle to gain s greater
share of the world resources and the sbility to pay for extra sugar
supplies.
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FAO estimstee that by 1985 developing countriee' total demand
could increase by 12-14 million tons to reach 40-42 million tons (raw
sugar value) - or a 3,6~4.3% annual riee. The growth in sugar imports
by the oil-producing countries will be relatively fast, opening up
vast market opportunitiee in this area. However, the bulk of the
projscted increment in developing countries' demand is in the sugar-
exporting countries themselves, vhere the potential for investmente
in further proceseing of sugar ie high. There is thus a need for
financial and technical aid directed to improving productivity of
cane cultivation and extension of existing proceseing plante in many
exporting countriee; assistance for costly nev facilities should be

reserved for the most economic echemes.

R

Some experte rule out the refining of eugar by developing

countries solely for export to industrislized countries. FPirst, the
added value ie not high compared to, say, soluble coffee, and consid-
sting the high cost of investment in rvefining operations - which is
capital intensive - the returns would be minimal. Secondly, som

industrialised countriee have set quotas on the import of refined

sugar, mainly to protect their own refining industries.

TR R ke e

Though the Lowi Agreement between the EEC and Afrvican, Pacif~

ic and Caribbesn sugar-producing countries dose not explicitly rule
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out imports of refined sugar, any excess of refined sugar dumped on

the BEC market would certainly cause a furor among EEC refiners.

Long-haul trsneport of refined sugar is feasibly possible,
though refiners refuse to admit this fact. One major arguing point
is that it is unsanitary and would mean additional refining in the
importing country. As a result, many countries refuse to put their
sanitary stamp of approval - a pretext to protsct their own rvefining
opsrations. When imported in the US, for example, imported refined
sugar is accepted only in consumer packages and large industrial pack-
sges (between 50-110 1b); sanitary considerations limit imports of

bulk dry refined sugar and liquid sugar.

The main criterion for expanding sugar production or setting
up & refinery should be the present and anticipated growth of the demestic
(and/or regional) food processing industry, which consumes a substantial

share of refined products. This is, in turn, relsted to the income

growth rate in the country. As consumer income grows, so doss the

domand for processed foods, and thus sugar.

The aim for pogential sugar-producing developing countries
should be for self-sufficiency, in view of the expected stagnant demand
for sugar in industrialised countries. Por the existing sugar-exporting

countries. the establishment or stepping up of refining capacity should
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be made only to meet local food-processing needs or if guaranteed
supply agreements could be made with importers, mainly in the region

as it would mean lower transport costs.

Of significance for the prospects in the Middle East market
is the recent announcement by Brazil's Companhia Uniao dos Refinadores
that it plans to set up a $10 million sugar refinery in Kuwait. In
return, Kuwait has prowmised to import all its sugar from Ira.lil.
Ai'ﬁnuit consumes only about 500,000 bags of sugar a year and the
m‘pllnt is expected to have a productiom capacity of wore than
1 million bags, the Kuwait refinery will most likely export the bulk

of the extra output to other Middle Easterm countries.

8 g8

Since 1971 the sugar-producing countries have been lamenting
the lack of an effective international sugar agreement, assuring a
realistic price range and thus encouraging the growth of production
in and exports from lower-cost developing countries. The 1968 Genava
sgreement worked well at first, but after 1971 served no practical
purpose. This vas because it applied only to a small proportion of
world trade. The big importers - the US, the UK and the USSR - had
their special trade arrangements which 'nmud markets to supplying

countries on favorable price terms.

A
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In the meantime, the Commonwealth Sugar Agreement has been
replaced by the Lomé Convention between the EEC and the African, Carib-
bean and Pacific sugar-producing countries, which hopefully will pro-
vide some protection and incentive, with return linked firmly to the
EEC beet price as a minimum for an assured supply outlet. But as
the US Bugar Act will not be renewed, one objective of the next inter-
national agreement will be to ensure improved access to markets of

high-income countries for sugsr from developing countries.

According to Eurofood, observers have suggested that the
recent deal by US' SuCrest with the Philippine Government could have
long=term, far-reaching effects on the whole sweetener supply position
through the US food industry., SuCrest has tied up a five-year dirsct’
supply contrect with the Philippine Government, whereby SuCrest will
purchase a major portion of its raw sugar requirements from the Phil-
ippines. SuCrest says this agreement '"not only opens a new horizon
in suger purchasing, but also heralds a timely evolution and change

in the traditional methods of procurement.”

o R
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Table 1
] d Production, Trade Cons io

(in '000 tons, raw valus)

2) for some countries, includes chocolate products
3) Brussells Nomenclature 062

Source: FAO; OECD Trade Statisticsy The UN's Growth of World Industry.

|
i
i
i
WORLD PRODUCTION 1968 1972 1975 ,
l Ravw centrifugal sugar 66,830 75,746 78,700
X growth 13.3% 3,92
' Refined sugar 43,983 45,992 49,000 V)
X of raw production 65.82 60.7% 62.3%
' T growth 4,68 6,53
Confectionery sugar 4,506 5,163 3,387 )
' X of raw production 0.7% 0.72 0.7%
X growth 14.63  3.8%
. WORLD EXPORTS 1968 1972 1974
' Rew centrifugal sugar 20,482 21,757 21,726
X growth 6.2 -0.1%2 %
' Refined sugsr 3,890 4,701 4,381
% of rav products 16.9%  21.63 20.2%
' X growth — 20,88 -6.82
‘Sugar confectionery,
' sugar preparations » n.a. 190 266 D i
FAO Estyiws N %;
WORLD CONSUMPTION 1968 1972 1974 1980 1983 1990
' Raw centrifugal sugar 66,296 76,008 79,766 83,675 88,445 94,371
Consumption per capita
' (in kg) 19.1  20.4 20.3 209 22.1 23.5
% growth _14.6%  4.92 518 6.2
' Refined suger 44,358 46,628 49,916
Per capita (in kg) 12,7 12.4  12.8
' X growth $.28 7.1%
Suger products (imc. syrups)
' Per capita (in kg) 1.3 1.3 1.3 1.3 1.3 1.3
1) 1973
i
i
i
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t Table 2
vo n of Bugar P ction & Cons ion by Region - 1968-75*

‘ (iln '000 metric tons - raw value

Production Consumption
4 k4
Increase Increase

1968 1972 1915 1968-75 1968 1972 1975 1968-73
North America 4,116 4,575 6,078 47.6 11,088 11,493 10,198 - 8.0
Buropete 23,440 27,047 26,673 4.9 27,971 30,115 32,913 17.7
Oceania 4,297 4,205 3,214 -28.2 903 71 1,019 12.6

Cemtral America 10,616 10,595 12,381 16.6 3,308 3,380 4,006 23.8
South Amarica 8,074 10,752 11,370 40.8 6,369 7,646 8,069 39.3

Asia !‘Ji’ 13,100 14,32) 64.6 13,070 17,506 17,928 37.2
Mrice 4,068 5,090 3,098 _19.0 3,383 4,616 BI8_ 46
Totel 66,830 75,746 81,20 21.6 66,29 76,008 00,199 21.0

AR

tcane & best sugar
*including Eastern Europe and the VISR
Souroe: Iunternstional Suger Organisation,

w—— AN GEES anwe eaume aGw» aE» OED GO @G GO 9 @ O O G o = o
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I :
l 1968 1972 1974
] Nersh Americe 301 49,8 LS
. of vhich: the US 50.4 50.3 8.3
. Eutens 3.4 40.0 40.2
of whicht the EEC 42.2 40.9 43,5

. vesa 40.¢ 43.4 “.

| Semtrel Awrics 2.9 3.7 9

' of which: Japem 23.6 30,4 .4 %
levesl 8.4 6.7 60,6
' Ireq 3.4 32.3 i
' Kuwait .6 %.0 37.4
| Mziss 10 A w
‘ of whicht Bouth Africs 3.8 40.2 4.
Beuritive .l 42.4 a2
' Libya 32.2 %.0 42.4
' World Average 19.1 20,4 20.3

Source: International Sugar Organisation.
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Below is s brief summary of planned expansions in sugar productiom

in Africs.

Jvery Cogst - Sugar cultivation, which began some three years ago, is
being given & big push by the government, which sntici-
pates a total production of 500,000 tons of sugsr by
1983 vs 70,000 tons in 1975. These aspirationa sre
based on a 40,000-ton capacity factory preseatly opera~
ting and two sugar cowmplexes, each with a 50,000-ten
capacity, expected to begin producing in 1978-79; one
of the latter projects is being finenced by a US and
Canadian group, the other by a French group. Studies
are also being made on the feasibility of feur sugae

complenes,

[T = The governmsnt is planaing the :xpansion of five

sugat mills and the comstruction of a new factory,

— e aes e OB T G @B & & @ G & & @

as present capscity is inadequate to satisfy domsetic

demand, vhich is growing by soms 7% & year. One expansion
{nvolves & Western firm which, through two of its subsid~
facies, is expanding the Mumias Sugar Co, emabling it to 5
produce up to 100,000 tons by 1981. Sugar is at present "

often grown on land with insufficient reinfall to ensure
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8 good crop. Good prospects for growing cens arve im
the land suitable for irrigation in the Lower Tana.

Buring the next three years, public investment in agri-
culturs - ressarch, training, ivrigation, cpening of
sev lands, improved roads -~ is expected to double.

Bipesis - Twe country has 600 miles of vatervay, the aves sround
which could be used for sugar cultivation. Presest plens
call for the construction of three sugar mille: 1) @
4,000 ton per day factory being partly finsmced by the
Commonwealth Development Corpi 2) & 2,400 tpd factory
to start up in 1978; and 3) a suger factory mear

Lafiagi. The firvst project alse involves the culti-~

vating of & sugar plantation that will eveatually stwetch )
for 13 miles; the sugar mill, to start production in
1977, is to produce & total of 100,000 tons per ysar .
by 1902,
i * The Areb countries are placing high hopes on this coumtry ]

to provide them with much of their food nesds. The
Rwwait~based Ared Pund for Economic snd Soclal Bevelop-
sent in cooparation with the Sudansse Govermment has
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shotched out a possible development strategy, which
would increase Sudan's food production in wmany aress.
The infrastructure projects should begin to bear fruit
during 1977 or 1978 and the sugar production gainms

are enpected to be enough to provide the Arab werld
with 20% of its sugar requivements by 1985. 8o far,
theve ars two sugar factories end the six more preseatly
wnder construction are to resch full production by

1979-80.

i
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C. STARCH AND STARCH DERIVATIVES

World consumption of starches and related products has been
increasing as uses of starchss and starch derivatives diversify and
population expsiis. The biggest consumer of starches, glucose, dextross
and high-fructose corn syrup (hfc) is the food-processing industry for
_use in processing a variety of foods, including canned and powdered
soups, instant desserts, pie fillings, processed meats, ice cream,
ssuces and gravies, baby food, canned foods, sugar confsctionery products
and soft drimks. Other major users include the textile, psper processing,
chomical and pharmaceutical industries.

The rav materials from which starch can be extracted commercially

include corn, potatoes, wheat, rice, cassava root and sorghum, which are

;?%ﬁfm* 8

grown in the temperata snd tropical areas of the world. In most of the
countries vhere the raw materials are produced, the manufecture of starch T
represents a small oroportion of their use. For example, in Brasil, the

world's largest producer of csssava root, most of cassava root production

is used for food, although large amounts ars processed into tapioca for

use in Brasilian industries.

The most important recent development in the starch industry

s \wmﬁm%;,mﬁwm e

wvhich sugurs well for its fast future growth potentisl is the use of

ensymes to produce high-fructoss corn syrup (hfc). This breakthrough
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has already changed the outlook for the sweetener industry in the US,
4 major corn producer: by 1980, hfc is forecast to account for some
20X of the sweetener market vs the present 10%. The future growth of
the hfc production in other industrialized countries will depend on the
average price margins between corn and sugar, and refiners’' acceptance.
(Purther details on the potential for hfc manufacture are given in the

product profile om sugar in Section B.)

The use of the sophisticated technology to produce hfcs is
excluded in the developing countriee with a poorly developed food-
processing imdustry, particularly the beverage sector which is a major
consumer of hifcs. It should also be noted that efficiency of & wet

silling operation depends on the quality of the rav material to be used.

In the absence of recent figures on world, regional or coeuntry
production and consumption of starch (the only worldwide study to be
found was done in 1965 by the US Department of Commerce), an evaluation
of the prospects for starch procguia. was made by country, based on
grein production and company interest. (Bee aleo Tables 4, 9, 10 and 12 in
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Section A for grain production in developing countries.) Below are
the countries considered to have potential, and detsils on preseat

production and processing:

Eanya - Maise production: 1.6 milliom metric toms in 1975, A
Western firm recently teamed up with the govermment in the
operation of a maize wet milling plant to produce glucese
and other sweetensrs, which is expected to also supply the

East Afrvican Community.

Esgpt - Walse production: some 2.5 million metric tons; wheat
output: 23.9 million metric toms. Egyptian demand for
starcheis expscted to rise an average 101 over the mext
decade. The major drawback: the country's economie
climate.

Biaaris - Corn production: 1.4 milliom metric tonms, an 0.0% rise
over 1972, Restricting facter: present govermment

policy toward foreign investment,

Suden - Cosrse grain productiont 1.5 million metric toms}

cassava productiont 1.1 million mt.
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2ombis ~ Coarse grain production: 880,000 mt; casssya
output!: 155,090 nt,

Other countries in Africa that show potential for
staveh production in the long-term are Tunisia end Algeria.

Indonssis - Meise production: 3.5 million mt in 1973, o 484
rise over 1972; cassava output: 9.4 millien mty
tice output: 23.1 million mt. Over the mext 10
ysars, market demand for starch is forecast te

average an amnual 4X.

Ihalland - Meise output: 3 million mt; cassave production:
5.8 willion mt} rice output: 15 miliion mt.
Tepioca flowr is being produced by various=sised plamts.

 Pailisaises - Corn production: 2.6 million ®t rice output: 6.)

million mt. There are presently several plants pro-
ducing corn products, one of which was recontly expanded.

Vi

E
s
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Haa potential for starch manufacture. Present drav-

back is the country's economic environment.

Msise production: 16.5 million in 1975, a 16.9%
increase over 1973. Cassava production: 30 millien mt
in 1974} vice output: 7.6 million mt. Some 10 firms
are manufacturing cornstarch; and there are between
1,500 and 2,000 manioc starch producers. The demand

for starch and related products, which ia increasing in

all end-user industries, is expected to average an

anmusl 2X growth over the next 10 years.

Wheat production: 4.4 million me} coen output:

9.4 miliion mt. Yugoslavia presently has four

starch factories (two using vheat, two using corn),

but by 1980 these are expscted to supply only 50%

of the country's sterch needs. More recemtly a
Vestern firm signed a licensing-cooparation venturs
with the government involving the construction of ]
wet-nilling plant with & design capacity for processing

85,000 tons of corm smmually.
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D. MEAT AND PRODUCTS
(including poultry & animal fats)

[}
1. Meat & Products

All projections point to a rapid rise in demand for meat,
milk and eggs. In some countries, many farmers possess so little
land that even if intensively cultivated, it could not yield sufficieat
orops to provide an adequate income, and they thus prefer to raise
snimals to increase the value of their farms' output. Livestock
provides manure for the fields, useful byproducts such as wool, skins

and feathers and, in several regions, draught power.

The target rates for the annual output growth of livestock
products for the 1962-85 period for the developing world are:
rusinant meat 2.9%; pork 3.9%; poultry meat 5.6%; milk :.sz'm oggs
4.8%. The high growth rates for poultry production (poultry mest and
6§gs) are dus to several factors: the proven rapidity with which
modern technology can be applied in the poultry industry, the speed at
which flocks can be built up, and the relatively moderate tonnages of

concentrated feed required to ensure a profitable operation.

Cattle production is mere complex. Development programs
for the cattle industry must contain three traditional components -

i.e. breeding, feeding and health - for which new orientations are
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continuously required to take into account the permanent scological
but changing economic situation of the several countries. Nevertheless,
the developing countries will rely on cattle for about half their meat

supplies in 1985 and for virtually all of their milk requirements.

Developing countries in the temperate sones have success-

fully utilised cattle breeds from the developed countries for many
decades and face no important adaptation problems. For developing
countries in the tropics and subtropics, attempts have been made,

chisfly in developed countries, to create breeds which will do well

in these sones and some successes have been obtained.

Similarly, the development of feed supplies requires a
different approach in most developing emtriu from the traditional
msthods used by the more advanced countries. While in some parts of
Latin America there still exist considerable areas of unexploited
grassland, elsewhere the animal feed problem focuses on the manage-
ment of rangslands in the low rainfall areas where wuch overgrasing
is found as a result of a steady increase in the human snd animal

population.

Most difficult, psrhaps, are the problems of controlling

the numsrous livestock diseases of tha tropics and subtropice. The
Interanstional Inetitute of Tropical Agriculture at Ibadan in Nigerias,
for one, is experimenting vith crops and farming systems that could

contribute to improving the supply of animal feedstuffs.
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There sxists much scops for reducing the infant mortality
of calves and lambs in the less fevored countries, where animal
mortality is as high as S0% in many cases. Furthermore, in these
countries, improvements are needed in snimal raising, through better
supply of feeds, in the meat and milk producing performance of snimsls,
and in evadicating disease. Many countries are presently inhibited
from developing a meat export business, mainly beceuse their productiom
Sreas cannot yet be designated as disease free. It would be a vaste of
investment resources to open up large areas of hitherto unused land

vithout parallel investment in diseass comtrol.

Africen animal trypancsomiasis, a disease borne by the
toe~tse fly (glossina) is one of the chief causes of underexploitation
of the hydro-pastorsl resources of tropical Africa. If trypanosomiasis
vers brought under control, a supplementary cattle population estimated
8t sbout 120 million head could be carried in this sone, vhich could
mean 1.5 million tons, or at least $750 million worth, of meat per
yoar. It would meke large new areas available for food crop production
8 wll as providing the feed for the increased ﬁom of cattle.

Other essential components of livesteck development include
odequate roads and tramsport for getting the animels to the merhet in |
good condition, the modernisation of existing slaughterhbouses and
silk plants end building of nev ones, as well as the crestiem of
refrigerated storage facilities.



= I11=59 = Meat & Products

One major constraint in developing countries is lack of
treined personnel, starting with the farmers, few of whom have had
contact with modern methods of livestock management, the advisers
in sanimal nutrition and the veterinarians, up to the staff of the
slaughterhouses and the milk-processing plante, and even the
hygiene inspectors at the plants and for the wholesale and retsil
markets.

Unless rapid progress is made in developing their live-
steck sectors, most developing countries will becoms heavily
dolicit in enimal products by 1983,

In the short and medium term, developing couatries will
have to rely on their poultry and pig industries to f£ill their
increased demand for meat, as both pigs and poultry possess two
important sdventages over cattle. First of all, they convert graia
and other food concentrates into meat much more efficiently and less
vastefully them cattle, which is an important comsideration inm the
ammy developing countries where it is difficult to gtov a sufficient
supply of ceresals for human consumption. Secondly, poultry and pigs
lomd themselves far more easily to production by small-scale farmers
ond con mshe an important addition to their imcomes and a valushle
improvemsnt to their families' diet.



- I11=00 - Meat & Products

In 1975, besf exports from developing countries fell for
the third consecutive year to am estimated 388,000 tons, mainly
because of continuing import restrictions in the EEC and other West

Buropean outlets.

Pxessgvetion

Preservation by drying is ome of the oldest methods of
pressrving meat products. Mamy pork and a fev beef items are cured
with salt, sugsr, sodium ot potassium nitrate, or nitrete and may
be swoked. Both fresh and cured meat mey be canned in tins or pleced

in glass containers followed by heat sterilisation.

Por internstional trade, where prolonged shipment and
storage meke the handling of fresh products impracticable, freesing
is employed. Edible offals, fresh pork and veal are the wost
pevishable. Good quality fattened beef and lawb keep relatively well
at temperatures slightly above freesing. If meat is to be frosea,
veapping in moisture- and vapor-proof material will prevest "fresser
buen” (dehydration). Rapid freesing to low temperatures is importamt
to securs & high quality product and quick frosen products should ba

subssquently stored at o-te"r.
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Eeuitey

The term poultry covers a variety of birds including chickenms,
ducks, gesse, turkeys and guinea fowl, Of thsse, chickens are move '
widely distributed than any other class of farm livestock. Ducks are
sumsrous in many countries: in Southeast Asia their numbers oftes
enceed those of chickens. Turkeys are also raised on & very large

scale in certain areas.

Some adveantages of poultry raising are that it cen oftea
be cosbined conveniently with other kinds of ferming and that seil
of high fertilicy is not needed. In many places in Southesst Asia,
dusk farming is complementary to rice production. The ducks feed
mainly on vegetation and insects in the water channels of the poddy
aveas. Eggs are a rich source of highly digestibls animal protein
ond an important contribution to the palatability of many dishes,
Weight for weight, egge contain about the same amount of snimal
ﬁcuin as pork and poultry meat, about three quarters that of
bost and two thirds that of whole milk cheese. Eggs are protected
by their shells against adulteration and to some sxtemt agsinst
deterioration. Poultry provides fresh meat in conveniently small

portions.
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Norld Npat Produscion - 196374
('000 mt)
1963 1973
| "] 82,611.0 109,641.0
Beveloped countries 40,055.0 53,688.0
Centrally planned economies 26,922.0 36,180.0
Developing countries 15,635.0 19,773.0
Mrica 2,740.0 3, .0
Nigsria 413.0 461.0
Egypt 183.0 315.0
Ethiopia 416.0 411.0
Sudan 171.0 .0
Zsive 162.0 118.0
Latin Americs 8,21.0 10,561.0
Brasil 2,300.0 3,3%.0
Argonting 2,701.0 1,89.0
Colombia 233.0 382.0
Uruguay 30.0 0.0
fais 4,583.0 $,966.0
India 60 .0 781.0
Milippines ».0 554.0
Iran .0 399.0
Thailend nr.e mn.0
Yugoslavia 6140 193.0
Source: a0
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!&cfuu

o pe-n
115,637.0 40.0
55,927.0 39.6
n.mn.o 44.5
20,819.0 33.2
L1800 16.4
434.0 5.1
.0 37.5
.0 -12.5
nre 74.3
1804.0 13.6
11,256.0 5.6
3,005.0 63.9
2,000.0 5.9
8.9 100.9
430.0 15.4
6,316.0 8.7
813.0 18.9
3.0 64,9
.0 32.2
W60 20.1
W0 .1
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Table 6

World Trade of lMeat & Products - 1969-74

('000 mt)
. Imports Exports
! 1969 1972 1974 1969 1972 1974
Totsl world trade of mest 5,401.5 6,511.4 6,074.1 5,523.1 6,615.8 6,428.6
X Growth 20,5% 6.7% 19.8% -2.8%
Developing countries 464,.1 582.3 595.8 1,202.5 1,309.6 840.4
1. CURED MEAT
World 456,2 418.3 359.4 470.6 427.3 352.8
Developing countries 35.6 38.4 33.8 16,5 3.8 3.4
X of total meat trade 7.8% 9.2% 9.4% 3.5% 0.9% 1.0%
Africa 5.5 3.7 4.1 2.0 1.5 1.0
Latin America 20.0 20.0 2.8 7.3 1.3 0.5
Asia 8.8 10.2 4.7 7.2 1.0 0.9
2. CANMED MEAT
Werld 741,3 860.1 849.2 758.8 838.7 ”2.4

Developing countries 123.1 134.7 155.3 192.9 169.0 138.2
X of total meat trade 16.6% 15.7% 18.3% 25.4% 19.7% 15.2%

Africa 11.6  13.8  13.8 2.6 2.3 16.4
Latin America 4.4 53.6 641 165.7  143.8  112.3 !
Asie S1.7  49.7 5. 5.4 3.6 6.4
MEAT
verld 4,206.0 4,233.0 4,865.0 4,293.7 $,329.8 5,183.4
Developing countries 305.4 409.2 406.7 993.2 1,136.8 701.8
% of total meat trade .38 9.7% 8.4 23,18 21,38 13.5%
AMrica 0.6 443 0.8 3.4 61 9.8
Latin America 1006 139.1 1317  935.6 1,044.6  396.3
asle 142.2 1721 2.8 13,7 26 aa7
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Jomaica
Yugeslavia

fores, Rep.
Iren

Baive
Lambia

Imports 1974
35.0

2.9
19.9
19.0
18.0
16.0
12.2
1.2

9.9

1.9
1.0

Argentina
Uruguay
Yugoslavia
Brasil
Paraguay
Korea, Rep.
Turhey
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Animal byproducts are used im three major sectors:
the first, and perhaps the most important, is in livcstock and
poultry production which utilise animal fats and proteins im
efficient high energy rations; the second is such industries as
chemicals, paints, plastic materials, pharmaceuticsis, cosmetics,
textiles, metallurgy, rubber, and the preparation of agricultural
pesticides and fertilisers, which produce some 3,000 products
containing tallow or tallow derivatives. The third is the traditiomsl

soap industry in which tallow represents the basic ingredient.

The use of synthetic detergents in laundry soap (as well
as the use of petrolsum wax in candle production) caused a decline
in tallow utilisation for a decade or more; however, increasing é
concern for ecological considerations plus research yielding
efficient tallow-based laundry soaps for use in hard water, beth
hot or cold, has triggered s turn-around situation. Despite the
constant challenge from competing commodities, animal fats and
proteins have maintained their important role in world trade and
ronsin one of the most ecomomical and efficient of the sarth's %
rensvable resources.
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Zressssing

The extent of processing applied to fats depends upon
their source, quality and ultimats use. Many fats are ueed for
odible purposss after only a single processing step (i.e. clarifi-
estion by settling or filtering). Tremendous quamtities of butter
ond lard ave used without special treatment after churning or render=
ing. WHowsver, the growing demsnd for bland=tasting and steble
sslad oils and shortenings led te extensive processing techniques.
But in the less industrialised countries, processing is limited
lack of facilitiss and sdded costs, The nonglyceride componeats
eontribute practically all of the color and flavor to fats. I
sddicion, such materials as the fres fatty acids, waxes, celor,
bedies, muclignious materials, phospholipids and gossypel centribute
other undesirable properties in fats used for edible purposes and
S0 soms extent for industrial applications. Many of these can be
of caustic soda or soda ash. The refining may be dome in a tank or

in & continuous system.

In cases whare further color removal is desived, the fot
®ay be treated vith any of dosens of chemical and physical blesching
agonts. It is often desirable to remove the traces of waxes and the

higher melting glycerides from fats. Vanes cam sonsrally be removed
by vather rapid chilling and then filtering.
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Tallows and hydrolysed animal fats may be destersrinated
for simultaneous preduction of hard fats (high in stearic acid
content for special uses such as in making cendles) and of liquid eil
called oleo oil. Por most edible purposes and for sowe commercisl
applications it is desivrabls to produce solid fats. Nany shortenings
ond margacines comtain hydrogenated (hardaned) oils as their major
fagredionts.

mndtthmhmlﬁlnalapmnm
preduction of animal fats such as tallow, lard, bone fat and vhale
ofl. It comsists of cutting or chopping the fatty tissus inte emall
pleces, vhich are beliled in open vets or cooked in steem digesters.
The fat is gredually liberated from the cells and flosts to the
surfece of the water where it is collected by shimming. The membremseus
matter (greaves) is separated from the agueocus (glusy) phass by
pressing in hydraulic or screv presses; additional fat is theredy
obtained. The residus is used for animal feed or fertilieer.

Tankmaties
A osharp évep in VS preduction, vith & resulting declime
in enperts, coused both world preduction and trade in tallov and

greases during 1975 te decline significantly from levels of the
previous year. Current prespects for 1976 indicate smell gains ia

i
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both world production and trade over laat year's totals.. The drop
in US production more than offset recovery in Oceania and continued

anwusl gains im Asias, Bastern Europe and South America.

In South America production of tallow and gresse has
continued upward since 1971, All producers in this area recorded
galns from 1974 levels, with Argentina and Brasil showing the largest
absolute incresses. World tallow and grease production in 1976 is
expscted to grow only slightly. Inereases in North America, Bouth
America and Oceania are expected to offset declinea in Europe and
Asia. The severity of the drought inm Europe will have s definite
fspact on the level of tallow output through lower yields per animal
and the level of distress slaughterings. However, panic slaughterings
osuld have long-term impact om production of tallow through reduced

slaughter in the future. In the USBR, the fat content in processed

meats has been increased and this move could reduce the output of

tallow in that coumtry.

Teade patterns in tallow and greases have altered slightly
sinse 1970, but not as dramatically as those for lard., The US, Aus~
tralia, Canoda, New Zealand and the EEC account for 98% of the tetal

world enporta im 1975. The major markets for US tallov and greases
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are Japan, Egypt, South Korea, Pakistam, India, the EEC, Brasil,
Spain, Colombia and Mexico. The availability of funding under various
! types of government programs and AID financing determines the level '

~ of shipuents going to most countries im Asia, Africa and South America.

The EEC as a unit continues to be the world's largest dirvect
importer of tallow and greases. Japam ranks second followed by South
Korea, Egypt, Taiwam, Spain, Brasil, the USSR, Pakistan and South
Afvica, Other importing couatries such as Brasil, Colombia, Mexnice,
Pekisten, India and Bangladesh depend upon the US as their principel
oupplier of tallow and gresses. Their purchases ars oftem obtained
wader various types of governmmeat-assistance prograns.

i g:&%ﬂ o
i AT ST

World trade in tallov and grease in 1976 may show & smaller
ssin than previously anticipated because of the slover pace in ecenemic g
Fosovery overseas amd stiffer competition from coconut snd palm kermel
oils. MNarket prices are likely to coms under considerable pressure !%
88 the sccumulated levels of stocks rise in the major producing emperting
‘oountries,
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' Tabls 10
. . Lard & Tallov Production - 1961-74
| ('000 mt)
' * % increase
1961-6 112 1974 1963-74
. WORLD . 7,066.8  8,485.7 8,740.3  23.7
- Developed countries 4,902.3 5,568.3 3,694.0 16.1
. Centrally planned economies $09.4 2,244.8 2,359.9 383.)
Developing countries . 538.1 672.6 686.9 27.¢
' Afsics 0.22 0.27 0.29 3.8
Angola na aa 0.29 Ll
' Latin Americs .1 $55.8 566.7  24.2
Brasil ] ne 197.0 d
. Argentina v ns 157.9
Pery ne na 19.4 o
' Colombia e n n.o il
Asis e 116.6 119,83 4.1
Philippines e ne 62.4 o
' India s ne 33.2 e
Ivan ne "8 17.4 -
' Yugoslavia e 7 141.0 -

4
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p ¢ 11

roduction in
1974 '

———

Lard Talley
Beveloping countries 32.0 Developing countries 3.8 ‘
Mriss 0.39 Atyiss ()
Angola 0.2 Latin Amevice 36.6
Lesip Aperics 2%0.1 ~ Argentina 135.0
Brasil 117.0 Beasil 0.0
Argentina 22.9 Colombia 2.0
Porv 4.6 Uruguay 14.0 s
Beusdor 1.8 Venesusla 12.0
Colembia ’.0 Asia 5.0 o
Asis 1.6 Indie 3.2
Philippines 0. Irsn 1.4
Yogoslovis 120.0 Terkey 6.5
Yugoslavis 1.0 3

(1) = insignificent
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' ; Apimal Fat Trade - 1963-74#
' ( ('000 mt) '
orts ]
I Do B DE b iR
WLy 1,766.8 2,318.7 2,304.3  1,783,8 2,324.7 2,404.8
Developed countries 1,112.9 1,446.0 1,390.2  1,658.4 2,019.7 2,242.0
' Centrally planned
economies 182.2  82.4  85.6 9.1 2397  203.1
' Developing countries 446.7 790.5 918.5 56.1 5.2 ».
Africa 45.6 1022 1827 0.55 0.0 0.12
. Zaypt 51,5 485 100.0
: Kenya W 8 1y
. Letin Amsrice 192.2 3212 4042 0.1 4.7 238
Brasil .3 518 e
' Colowbis 7.5 3.0 5.3
Argentine - - - T " W 19.2
' dsis 01,0 3645 420.4 5.5 W4 16 y
Kores, Rep 0.2 155 9.8
‘ Indie .7 655 80,0 - 0.2 2.5 £
‘ Bangladesh 1.8 200 2.0 W
Pekisten 18,4 38 317
Yugoslavia 19.7 29 0.0 0.2 &l 1.8

“Trede figures include lard snd other rendered pig and pouitey fet.
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E. FISH AND FISH PRODUCTS

As tish is & highly perishable food which does not keep
for long after it is caught, particularly in hot climto;, it
cannot be distributed to areas distant from the catching or landing
pei&tt unless it is properly preserved. Furthermore, the vast
amounts of fish caught seasonally or im glut periods can be made
availeble for consumption only by processing into a product with
long shelf life, |

8h - Although the production of frosen fish has meot

incressed markedly in the developing world, this form of preser-

'
vation has contributed to & remarkable increass of fish comswmption

in & sumber of developing countries.

Canped fish - T™he growth of canned fish production - vhich ia 1973
escounted for 15K of fish for food vs 12% in 1960 - has been growing
slowly due to the rising cost of cans and labor. The tropical
countries are the biggest importers of canned fish. The techmical
complexity and scale of production requivred for profitability have

prevented the establishment of large canning operations in developing

ke T
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countries. The availability of retortable, flexible pouches offers
Some sacouragemsnt, though more research is required to make such

ventures successful.

Sured fish - Although cured fish production (salted, dried or smoked)

~has remained relatively stable, the share of catch processed in these

vays has declined from 24X in 1960 to 17X in 1973. This decline cea
be almost entirely attributed to changsd market ?ﬂ‘l‘ilt!iiutiﬂ
patterns in industrialised countries, reflected £a the growth of the
freasing industry. In developing countries, where cured fish is the
most important product for the lower socioeconomic groups, production
has continued at about the same level.

Fishmeal and oil = The share of the world's cetch for reduction te

fioh mesl and oil reached maximum of 30X in 1973 and is snpacted to
ssintain this share over the mext deceds,
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The status of the fishing industry in developing countries

{s susmarised below by country, based on FAO's survey of the fishery

products industries in the developing world:

Actisenal as well as modern industrial metheds are used
to process tuna and shrimp. The goal is to improve the
artisanal methods and modernise the industrial sector.

Its fishery rescurcas are harvested by: tradionsl cances,
ssdium-range motorised vessels and deep-ses vessels. The
most important resources exploited at present are the
Sardinella and mackerels. The abundant tuna resources off
Ghana have, so far, been exploited mainly by foreign-mamned
vessels operating under licenss. Shriwp resources are
currently under investigation for commercial exploitatiom.

In addition Lake Volta yields some 44,000 tons of fresh-
vater fish and mollusks. Ohana's per-capits fish consumptiem,

even in the interior of the country, is one of the highest

in Africa.

o
S
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Ivory Coast = Less than 10X of the country's total catch is canned or

frosen, the rest is sold fresh. Abidjan has a tuna-canmning
plant and numerous large, ice, fressing and cold-storage
plants. A factory producing fermented fish saucs,of the
'Mm" type used in the region as a protein-rich

asdditive, was recently established.

Lobster, shrimp, bomgs, barracuda amd shark are the most
significant resources being utilised by an improved artissnsl
and processing industry, primarily for export snd seconderily
to increase the distribution and marketing of such produsts

withia the country.

Two thirds of the fish caught is consumed fresh near the
point of landing. The greater part of the balance is cured
by simple traditional techaiques and eaten by ths poorer
sections of the population. Industrially processed products
sre mainly for export. Small quantities of sardines and

meckerels are canned for sale to institutions and to towms

in the northern part of the country. Fishmeal prodwction
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is on a small scale. The utilisation of installed capacicy
in the fish-processing industry is very low and hampered by
the lack of a steady flow of rav material and of profitable

markets .

Fish is mainly utilised as food, 90X fresh, with local
production supplying more than 50% of the total. Small
quantities of less popular species are cured for distridution

to remote areas of the country,

In most of the countriee the bulk of the catch is consumed

by the domestic market but there are exports of frosen
crustacea and tuna to developed markets, and of traditiomally
salted, dried and fermented products, mainly within the region.
The production of salted and dried fish products is declining
in Nelaysia, the Republic of Korea and other countries where
improved infrastructure has allowed expansion of fresh fish
distribution and growth of the frosen fish trade. Nevertheless
traditionally processed products are expected to remain
important for several decades and efforts are being mede te
improve the processing techniques. The fishmeal sector has
developed into a major industry in Thailand and now utilises

about 20X of the country's total catch.
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Latin Americs - Comsidersble scope exists in all the maritime countries of

!

the region for exploiting new resources or for a more efficient
utilisation of some existing ones. There is a generally
favorable attitude toward fish consumption but poor handling
and preservation, at sea and ashore, inhibit wider consumptiom
and exports, While technology and knowhow have been adepted
from developed industries, particularly from the US and Burope,
deficliencies in application ars common., Fish productien for
local consumption has been somevhat nsglected so that the
import of canned and cured products, and fishmeal, is eften
needed. On average, less than 501 of the installed capasity

is utilised,
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Lish Catch and Processing - 196)-95
('000 mt)
Saish § Pispesition 1963 1979 312 1983
WORLD 46,6000 70,000.0 65,000.0 96,600.0
Prosen 4,8000 9,700.0 12,000.0 ne
Cuted $,5%0.0 8,100.0 §,100.0 ns
Canned 4,100.0 6,200.0 7,000.0 ne
Total processed for :

humen consumption 17,4000 24,000.0 27,000.0 aa
Raduction & other

purposes 13,000.0 26,500.0 185,500.0 26,200.0

of vhih
processed for!
97 human consumption food weal

Petv 2,219.3 133.8 1,925.4
Indie 1,958.0 301.1 104,1
Theilend 1,608.1 296.6 583.6
Keves, Mep.* 1,346.6 200.) 16.7
Milippines 1,888.2 I8 ) ne
Chilet .9 " .
Vietam 1.8 253.6 as
Menico M. 140.0 127.9
Angola 467.2 N9 415.1
Surea 3.3 7. -
W, Malaysia m.: LN ] "
Avgonting m.a 1%.1 54.9
Pekistan 2142 5.1 1149
Uganda 169.0 "o ne
s

"""’lme:‘ﬂ‘? S i
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Neuritania

Nong Kong
¥W. Nelaysia
Sri Lanka
Milippines
Rovea, Rep.
Thailend
Indonesie
Pakistan
Indie

Lhenn  hn
Sourcet FAO
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-
-
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Ishle 2
Eish Iteds (v 197)
('000 mt)
Inports Enporss
1 1H] 1973
6,933.0 6,676.0
1,300.0 735.0
3,973.0 3,081.0
16.0 312.0
332.0 3.0
. o
19,00 1.0t
%.0! -
5.0° n.¢
3.5 16,9
1.0t TR L
.4
197.0 $14.0
.0 !
0.8 i
0Mo.3 1
0.3 .3
0.5t "4
TR L 2.4
1,00.0 1,360
192.0 2.3
" 1.
ol 0.6
n.et .
M. ".)
2.8 176.2
1.3 9.$
a8t a0.¢!
. 3.1}
0. w0t

)

1970 ' insigniticant

£



6°0L O0°€EsY 0°S92 0° 951 ®320% yIa0H
9°65  0°v8S 0°99¢ 0" ¥§Z (Y3z0) weulatp
s 1°05  0°€lL 0°S1IS 0° 98¢ -day ‘wemia1p
e 1°¢€ 0°¢s8 0°1v9 0°Z6Y ysape]Sueqg
€09 0°ZIS°T 0°t¥6 0° 98y ~day ‘evazoy
91Ty 0°%69°T  O0°9S1I°T  0°S9%e sautddITTUg
S 96 1" 120°2 0°590°1 0°1%S pusTEY]
6°%  0°0€Z°T  0°0YY'L  0°8%0°1 ®1s3ucpu]
9°09 0°Z10°t 0°88°T 0°102°1 eIpul
TIZT 0°759°6  0°¥96°L  0°99%°9 e1sy
Y62 0°6Lt 0-€62 0°z22 suTIvalay
0°08 O°EIS‘T 0°<88 0°88Y 1Tzeag
£°LS  0°Y06°€  0°SLY‘Z  0°Z09°1 ®ITIemyY uTIe]
. 9°86  0°98z 0" 991 0-16 2d 8y
- L°8y  0°6zZ 0°¥s1 o-o11 =puesn
3, 6°SS  0°Zs¢ 0°SYZ 0" €31 Li -
= €081 0°%L'T 0°€€9 0°0L€ s1aa81VY
' L 3 0°6€S‘Y 0°eyy*? 0°899°1 013V
€19 0°0%°YT 0°Z60°ST 0°9%0°01 sa1aImnod> Surdolaasg
$°Zy 0°Y0S°€Z  0°Z9¥°9T 0°SY°11 S2TWOU0J3
powmeid L]1majua)
1oz 0°16€°0Z 0°€P6°91 0°66%°El S3113un0d pedotaasqg
0¥ 0°SEZ‘®9 O°LES*®Y O°161°SE aTaon
S-SZ61 S®6l 3131 S961
weIIOW] Y
(= 000,)

ST U'N el
6°ST S°ST L'N

- 178 0°9T [°%
I T°9T 6°tZ
L'y 6% 94
9°9t gL 9L
0°01 ¢°8 €L
Tt 911 10N
9°%T T°61 I°11
1°6 9L <9
¥°ST €9 e¢6
$°8Z 8yt €°%
L6z Lyt 9O
T°6E T1°¢E  1°L2
roet ot 89
€6 L3 4 $°9
£°91 %¢1 o1
9°% 9T 96
1°%1 F A4 ra |
SO6T1  SL61

22204 Y3Iiog
saulddT1I9d
eIsieren A
~doyg ‘wmeulaip
pueiteyl
*doy ‘evaaoy

e ISy

eurInatay
niag
To1i3wy uilae]

1e33u2g
vueg
ETque)
aoqen

®3Ta3V

s3113unod Surdoyanag

SITWOBOID
poumeyd Lyjeized)
SITIIuNOoD pado]a2adg
anon




= 111=91 =

Milk production in the developing countries where it is
technically and economically feasible mests several sins: Pirst and
foremost is the provision of nutritional food to the population.
Second, it helps to intensify and diversify the agricultural sector.

And third, it creates employment.

Nowever, becauss of the costs involved and ths low-income
Llevel of the population, wmilk products are a luxury product in
developing countries. The mere sophisticeted milk products -~ e.g.
processed cheese, yogurt and ice cream ~- are consumed by mainly the
high-income group, which is concentrated in the country's major
cities. As a result, for most developing countries, small-scale
dairy operetions are considered more viable than large industrial
integrated plants, at least in the near future. Por ths lesser
developed countries, the main opportunities lie in the processing of
svaporated, condensed and powdered milk,

As the satisfaction of local demand is the main determinant
fa the ectablisiment of a dairy operation, rather than export
opportunities, an overview of world production and trade would not

be useful for the purposes of this product profile.

[
!
!
!
!
!
!
!
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Tor B1's evaluation of the petential for dairy processing
in doveloping countries, it has relied on the FAO's recommendetions
for dairy schemes in developing countries and company views. Belew
is & brief resumd of the potentisl by countey:

Mrisa

st Swpansion of the dairy precessing industey is
neaded to mest rising market demand. The FAD
vecommends increased cspascity for cheem
production. Two dairy companies recognise the
sarket potential (ome for ice cresm productiom),
but feesl that the infrastructurs sheuld be
doveloped first.

Anesis Bconcmic and political situation is 4 deterring
fastor.

Shans tvaporsted milk production since 1971,

Ixery Sonns Potentisl for ice cream production.
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Evaporated milk has been produced in the country
since 1967 in collaboration with local coopsratives.

Has potential for exports.

Potential to develop ice cream industry and baby
foods. Uninviting government sttitude toward

foreign investment.

Potential for milk processing (e.g. ice cream) but

lacks infrastructure.

Immediste need is for condensed and liquid milk
installations. Prospects are good, thanks to Avad
favestments to develop the country's agricultural

ssctor,

Alresdy has three dairy plants and two under
construction. FPAO recommends expansion and
modernising of milk plants and collection centers

and sess opportunity for cheems production.

Need for additional milk plants to meet

requirements.

o .
Lol
et ey
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Potential for increased production and experts.

Presently has eight milk-processing plants and
48 milk-collecting centers. Milk plants are
needed in the Banta Crus and Benie areas.

Demand for dairy products is expected to increase
8% annually. Boasts numerous milk-processing

factories and collection centers, produces ice

cream and has plants to comstruct two sdditiomal

milk=-processing units.

Potential to expand milk~processing capacity te ’%
supply both rising local demand and experts. '

Produces evaporated milk, has small-scale cheass
producing operation.

Nesds to modernise present milk and chesse
processing facilities to satisfy domestic market
and partly for exports.
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Has potential to incresse milk processing capacity.
Stable political climate and long-term local market

potential are plus factors.

Processing capacities, both opsrating and under
construction, should be enough to satisfy demand

for the next five years.

Mationwids milk program has been underway for

several years. Have set up milk collection centers
and developed own dairy-processing equipment.

Prasently export some butter and cheese to Thailand.

o
&

Import dry milk for reserve under the food aid

program,

Produces svaporated milk but has need for sdditionmal

recombining plants as demand {s partly supplied by
imports.

Seen as having potentisl for production of nilk
products. Already has locsl milk-processing

operations; produces evaporated milk,
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Although additional plant capacity has already
been ordered, further expansion is nesded to meet

domestic demand.

A countrywide development program is underway.
Neod additional milk plants.

Numerous opportunitiss at regional level.

Opportunities for additional recombining plamts.

According to the PAO, the dairy sector, which has
underutilised cepacity, nesds improved roads, s
restructuring and technical assistance rather thea
further investment, z;ouh one company cites this
country as having the potential to produce dairy

products.
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G. COFFEE AND PRODUCTS

Facts end Trends

Coffes has played a vital role in the economic development
of the coffee-producing developing countries, accounting for up te
over 507 of export earnings for most major producers. However, in the
producing countries, the average share of foreign-exchange earnings
from coffee sales has declined from 13X in 1970 to 7.4% in 1974, Due
to severe frosts, droughts and pestilence that affected prims growing
aveas in many coffee-producing countries, plus a reduction in coffee
tree plantings, vorld production nas declined and placed the world
coffee sconomy in a vulnerable situation. All 78 coffee-producing
countries are im the Third World. For those countries that depend
heavily on this crop for their export earnings, low yields and
decreased demand can create havoc to the economy and, consequently,

political instability.

Up to 1973 the world coffes economy had been governed by the

International Coffes Agreement (ICA), which endeavored, via various
price and quota mechanisms, to balance supply and demand equitsbly
betwesn consumers and producers. The agreement was extended for two
years, but did not cover export quotas mor include a price stabilisstion

mechaniom or export/import price controls. As a result, coffee prices
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have varied widely, and are coantinuously moving upward, after more
than doubling over the past three years. The main reasons for the
high jump in prices are the frost and drought in Brazil and political
instability and wars in some African countries. A new agresment was

expected to . be ratified in October 1976.

Worldwide, there are about four million coffes estates plus

scores of smaller units. Due to the increasing labor costs, totel

'nw devoted to coffee is not likely to be expanded in the future.

The tvo most important and widely grown species of coffee
are Arabica, which is used for freese-dried coffee, and Robusta, which
is processed into instant soluble coffee. Arabica coffee beans are
growm in 39 of the 78 producing countries, while Robustas are growm
lergely in the lov areas im Africa and Asia. The main producers of
the Robusta species are: Ivory Coast, Uganda, Indonesia, Angola and
Camsroon.

Preduction

Over the last 20 years, world coffee production has been
flvctuating: from 55 milliom 60-kilo bags of green coffee in 1957/58
to 81 million in 1965/66, dowa to 58 million in 1970/71, thea wp again
to 77.4 willion in 1974/73. BEstimates for total production im 1973/7¢
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have been put at sround 72 million bags, with export availability

ot 33,6 million. Forecasts for 1976/77 range from 62.1 million

(USDA) to 60 million (Commonwealth Secretariat).

The leading coffee-producing countries are:

Latin Amsvica - Brasil, Colombia, Mexico and Kl Salvader
Africe - Ivory Coast, Angola, Uganda and Ethiopie
Agis - Indonesia and India (both account for a small but

increasing smount)

Comparatively, Guatemals, Costa Rica, Camsvoon and Keaya

ave small-sised producers.
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Ighle 2

Exportable Productjon by Coffes Typs

1972/13 1973/1¢

Arebices, Colombisn wmilds 16 17
Arsbicas, other milds 22 26
Umvashed Arabicas 3 2
Robustes 29 »

Source: Iatermational Coffes Orgsnisation

The trend is towvard the imtroduction of the Robusta species
in seme Letin Amsricam producing coumtries, mainly Brasil, which -
slong with notably El Salvador - has been buying Robustes divectly
from African producers, or via the US, for blending by demestic

soluble coffee processors.

Coffee processing comsiste of rossting, spray drying and
fresss—drying. Coffee rossting is gemerally cacried out by emall-
sised establishments om a local or regional basis in most of the
consuming countries, though the number of large industrisl sstablish-
sonts is incressing. The production of soluble coffee requires a mere

sophisticated technolegy and is highly comcentrated.
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There are about 30 major coffee processors worldwide.
Most of the important coffee distributors also own their own

processing establishments.

World coffec demand in 1975 is estimated at S million
tons and is expected to continue to grow at 2.8X sanually, to reach
=7 nillion tons by 1985. MNowever, world average por capits
sonsumption has been stagnating around 0.4 kg, and should remsin
st this level over the mext 10 years. The biggest coffes drinkers
ote in the US and Western Burepe. Though the share of werld
consunption held by developing and soclialist countries is small,
it has boon oxpanding and ehould continue to rise over the mext
10 yoars (see Table 3). The extent of coffes comsumption in a

sountry deponds primerily on price and lecsl drinking habits.
!
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Breakdown of World Demand a
Per Capita Conlgiitlon bz Rnizou - 1965-85

X share Peg ¢
TR e

Nerth America
Veutern Europe
Developing countries
Africe
Latin Americs
Near Rast |
Asia and Par Best

Bastern Rurope
(ime. USSR)

World average
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Isble 3

1265
33.0

33.0
9.0
4.0
2.0
0.8
4.0

20.0
12.0
n.o0
4.3
2.0
0.9
4.0

L8

30.0
29.0
33.0
4.8
23.0
1.2
4.2

L1

6.0
30

0.7
33
0.2
0.2

1.3

Coffes

6.3
(N

0.7
3.3
6.2
0.2

1.3

1.0
5.2

0.8
3
0.}
0.2

1.4
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Table 4

r Capi lon in

a kg

196 100 B
West Germsay 3.5 5.2 8.6
Prence RIS Y
ltaly 1.9 2.9 2
The Netherlsnds 5.0 62 1.1
Demmark 9.0 10.6 11,0
Speis 0.3 L& 17
The UK 1.1 1.6 1.8
Sweden .8 12,0 140
Swicsoriond &8 5.8 59
The V8 .2 63 38
The VUSSR .1 03 06

*Estimates.
Souree: T

Though reletively omall, demsed hae boon insreasing in the
tolloving svess: Jiopth Afrisst Algsris, Nevesoce, Twnisie and Libyey
Miziast Seyet, Swiem and Nalij Anig: Singepore; owd che Hiddls Rens'
Seudi Arshia, Kuwait, Turkey and Qatar. Over the mext 10 years demend
tor ooffos is likely te double in Bastera Burope, where per capite
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consumption is now comparatively low (0.7 kg per capita) but is

increasing faster than in most other consuming areas.

Worldwide, the soluble-type coffees are most popular in the
US. They have begun to catch on in the traditional coffee-drinking
West European countries but at a slow pace, dus to consumer dissatis-
fection with the tastu. The soluble coffes - spray dried - warket is
slso expanding fast in Eastern Europe, particularly in Poland amd te

s lesser extent in the GUR and Romania.

The growth in consumption of soluble coffes, of course, has
been st the expense of regular coffee, and is expected to contimue,
due mainly to the boost in coffes prices. Compared to voasted coffes,
the retail price increase for soluble coffes is less noticesbls, as
the relative share of the rav product is lover. This price difference
should be the deciding factor for many consumers to shift to the
drinking of soluble coffes.

The best reference for loag-term factors influsncing coffes
domand can de found in a study of the US market, which is outlined

balowv,
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The US Market

In the US, which is the world's most important coffee
importer, the aggregate demand for coffee has been relatively steady '
until recently. Total coffee consumption has remained at a high
level due to a growing population, but, on a per capita basis, the
gresn coffee consumed has declined from 7.2 kg in 1960 to 6.0 im

1974, The reasons!

- relatively fewer persons are drinking coffee

- coffes drinkers average fewer cups per day

~ the extraction rate in converting green coffee to
soluble is increasing as is the market for soluble

coffes.

Dissatisfaction with the taste, preference for cold beverages
and changes in eating habits are also vesponsible for the drop im per
capita comsumption. A major, rather than modest, change in price or
income sppears to have the greater influence on consumption im the

loag term.

In the US the trend has been towsrd a consumer preference
for soluble coffes, particularly freeze dried. There is also am
incressing demand for decaffeinated instant coffes. Im the type of
soffes preferred, nild coffes is the predominant choice.




- 1[1I-106 =

The US imports both green coffee and processed coffee
(roasted and soluble). Interestingly, imports of soluble and
roasted coffee have increased, while that of green coffee has
declined over the last 15 years: from 24.5 million 60-kilo bags

in 1962 to 20.3 million in 1975.

Its leading green coffee suppliers are Brazil, Colombia,
Mexico, E1 Salvador and Guatemala. The African share of the US'
green coffee market however has been making some inroads: up to

1975 Angola and Uganda have been its most important suppliers.

The quantity of roasted coffee imported into the US is
historically quite small (gemerally less than 40,000 bags of green
squivalent annually), with some 90% originating in Braszil, Mexico
snd the Dominican Republic. For soluble coffee, the US relies mainly
on Brasil and France, followed by the UK, Canada, Spain, West Germany

and El Salvador.

Coffes roasting has becoms a highly concentrated industry as

s result of the decline in the number of roasting establishments over

the past 10 years.
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Table 5

Roastings of Green Coffee in the US - 1966-75
(in million 60-kilo bags)

1966 1370 1974

Roastings 21.3 20.1 18.7
= for regular 17.8 16.7 15.6
= for soluble 3.5 3.3 3.1

Source: Bureau of Census, US Department of Commercs

US Coffes Consumption. A typical drinker in 1962 consumed
3.12 cups per day; the comparable rate was 2.25 cups in 1974 and
2,20 cups in 1975, the decline due to drinkers taking less coffes
rather than to a loss of coffes drimkers. An indication of the

trends in coffee consumption is given in Table 6, below.
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Table 6

The US: Estimated Distribution of Coffee
By Place of Consumption and Type of Coffee - 1966-74

196 1970 1974
(million pounds of green coffee squivalent)
Total 2,826 2,715 2,680

= households 1,903 1,770 1,17

eating places 398 ki b 352
at work 524 527

institutions 56 59 L

other 23 25 23
(cups per day per person)

regular coffee 2,23 1.91

soluble 0.63 0.68

% regular 78.0% 74.3%

X soluble 22.0% 25.7%

The greatest loss in coffee consumption over the past eight
years has occurred at home. However, that is to be expected since

about 75% of all coffee is consumed at home. The small decline in

‘restaurant coffee drinking has been compensated by a rise in coffee

drinking at work and institutions. Soluble coffes is also incrsasimg

ite share of the total number of cups drunk per person.
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European Market

In Western Europe, West Germany, France and Italy are the
three leading importers, followed by the Netherlands, Sweden, the UK

and Spain,

European demand for coffee and coffee pioducts amounted to
1.6 million tons (in green coffee equivalent) in 1973 and is expected

to reach more than 2 million tons in 1983.

The per capita consumption of co!tn.nd coffes products
veries videly among the European countriea. The market for soluble
coffes is opening slowly and shows the best prospects in the long
term in the UK, France and West Germeny. Soluble coffes presemtly
sccounts for some 20X of the coffee market in Burope; in the tradition-
slly high coffee~consuming countries such as Italy, Norway, veden and
Dommark, its share of the market is below 52 (these percentages arve
calculated on the basis of cup equivalent for regular and soluble
coffee). In the long term soluble coffee is net expected to enceed
OR of the coffee market.
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! abte 7
' Evolution of Soluble Coffee Consumption in Europe
(in '000 tons)
. L
Share of
| Sauntries 1967/68  1970/71  1973/74 o fee
The UK 23.0 37.0 47.2 [} ]
' West Germany 16.6 16.8 20.0 25%
' Frence 8.0 10.5 13.0 123
Spain 2.8 5.6 8.1 N
' Switserland 2.8 3.4 3.7 358
The Netherlands 3.1 2.0 3.1 168
' Belgium 1.4 1.4 1.6 n
| ltaly 0.7 1.3 1.8 o
Scandinavi.a countries 1.3 1.4 1.7 L
' Other Wast European couatries
(Portugal, Austria, Grescs) 1.6 1.9 2.6 "
' Eastera Burope  (inc. USSR) 1.1 1.5 1.9 n

Source: Delamsre sstimates
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Prospects for Coffee Processing by Producing Countries

The structure of the domestic coffee industry and local
government incentives determine e producing country's ability to
manufacture and export soluble coffee. In other words, an efficient
industry together with a discriminatory fiscal policy and incentives
for exports could place a producing country in a better position to
increese its emount of processing and enhance its export capebilities.
The processing most edaptable to developing countries is spray dried
or agglomereted, both of which are less sophisticated than the freese-
dried process. To meet specific market requirements, the producing

Mtry should be able to assure the necessary blending.

Over the past decade the most important technical develepment
fia the coffes world has been the increased extraction rate im seluble
coffes processing: from 27.8% in 1952, to 37X in 1965, to the curremt
408.

When planning to penstrate new markets, developing coumtries
are often faced with several ocbstacles, the main one being protective
taviff barviers. Moreover, installed capacities in industrieliszed
sountries are often capable of meeting rising demand and technological
changes. A fov of the green coffee producers which provide adequate
blending of granulated coffees cam use the price moaim to imcrease
their share of the industrial ceffee market i(m industrialised coumtries.
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The countries that stand out as the most promising markets

for spray-dried soluble coffes are the UK, Spain and Eastern Eureps

as well as other traditional tea or other beverage-drinking countries.

The following major coffes suppliers are curreatly producing

seluble coffest

Brasil
Ivery Cosst
Colowbia
Mexico

El Sslvedor
Guatemals
lndis

Vensauale
Costs Rica
Kevador

Other preducing countries precsesing ceffes into soluble ave:

Jomaica

Nicaragua
Teinidad

Of thess countries, Brasil and Ivory Coast are the mest

lupertant enporters of seluble coffes. MNexice is the levgest enperter
of vessted coffes, fellowed by Ivery Cosst.
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Table 8

Msin Producers' Roasted and Soluble Coffee Exports -~ 1971/72

Roasted
Exports X of total
Sountey 1000 bags*  __exports
Brasil .- .-
Ivery Coast 5.8 1.3
Nexico 148.5 8.9
Colombia - e
El Salvader 0.2 -
Ouatemals 0.2 .-
Intdia 0.2 -
Vesnde - -
Sel Lamka -~ e

*60~kilo bags

Soluble

Exports % of total

000 bage*  __exports
1,616.4 8.0
214.5 5.4
12.5 0.8
12.5 2.0
3. 1.5
27.3 1.3
i7.¢ 3.6
17.6 1.6
17.¢ 2.6
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Table 9

Statistical Profilet Coffee
(in million tons)

Averags rate
average of growth

196971 19%4/13  1973/16% 1ol L6yl
Production 3.9 3.9 4.9 4. 4 1.8

Cerryover stocks in
producing countries 3.5 2.5 3.0 - 6.1

Consumption in
producing countries 1.1 1.1

Enports 3.2 3.2 3.4

Valus of exports
(in § billiom) (2.9)

et imports 3.2
Developing countries 0.14

1
I
!
!
!
!
!
!
|
|
l
|

Developed countries 2.9

Centrally planmed countries 0.17

&  Preliminary
** Estimate
m' o
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Pan American Coffee Bursav
US Department of Agriculture
A0

Pelamare

Goffes
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H. COCOA AND PRODUCTS

Some Facts

Cocoa is a tropical product grown exclusively in developing

countries and consumed mainly in the developed nations.

There are two principal commercial types of cocoa beans:
"bulk" cocoas, which account for 901 of world output; and "flaver"
cocoas, vhich are used for blending purposes in chocolate manufacture

and ususlly scld with a premium over the price of the standard bulk.

Cocoa is a ssasonal product, semsible to frost and drought.
Cocoa trees are also often victims of numerous plant diseases which
cen destroy up to 40% of the potential crop. Frost and drought have
occasionally been the cause of drastic shortfalls in production, which
pot only change the distribution pattern of exports among producing

countries but widely influence price variations.

The main processed products used by the food industry ave:
cocoa butter, cocoa paste and cocos powder (sweetened and unsweetened).

Chocolats and chocolate products are for fimal consumption.
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Cocoa Bean Production

Cocos bean production is comcentrated in five main countries
- Ghana, Brazil, Nigeria, Ivory Coast and Cameroon - which account for
80% of world output. All five producers plan further increases in their
cocos production over the next 10 years. Among small and medium—sised
producers,Malaysia, a nev producing country, and, to a lesser exteat,

the Philippines and Papus, New Guinea, show good prospects (see Tabls 4).

Total world productiom of cocoa beans in 1973/76 is estimeted
to have dropped to 1.47 milliom tons (of which, grindings estimated
ot 1.46 million tons) from a high of 1.59 million tons (grindings:
1.56 nillion toms) in 1971/72, |

Ssisdings

Rossting-grinding, which consists mainly of producing fmter-
mediste products for the confoctiomery industry, is done almest emtively
in the consuming countries. The producing countries accownt for ealy
sems JOX of total world grindings. Brazil, Ivory Coast and Ecuador
process the highest percentage of their production: 491, 268 and 333

vespectively.
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The geographical distribution of grinding has changed
considerably over the last 25 years. Rising labor costs in important
consuming countries, increasing international involvement of
chocolate manufscturers and industrialization policies of the
cocoa~producing countries have contributed to an expansion of grinding

fecilities in some main producing countries.

The level of wvorld grindings provides a very good indicator
of world comsumption of cocoa-based products. WNowsver, because
of the imcreasing volums of international trade in cocoa products
(e.8. cocoa butter and powder) and in chocolate and chocolate products,
the grindings in individual countries no longer are a good measure
of comsumption of cocos-based products in these countries.
T™he Netherliands, for ome, is a large cocos beam importer, but the
ssjoricy of its grindings is supplied to foreign chocolate manufsc~
turers (mainly in the UK, the US and West Germany) in the form of

processed cocoa products.

The current leading importers of cocoa beans are: the US,
West Getmany, the USSR, the Netherlands, the UK, Spain, France,
Italy ond Japan. Western Europe currently accounts for sbout 50%
of the total world imports; the East Europesn countries (including
the USSR), which have doubled their imports over the last decade,
sscount for soms 21%; and the US' share is sbout 20X, having dropped
frem 24K
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Table 1

Cocoa & Products

Evolution of World Cocoa Bean Production and Grindings - 1964-85
(in

1964/05

1971/72

1975/76

1979/80 forecast
1985

000 tons)

Tons

1,525
1,589
1,472
1,790
2,300

4

Increase

+

+*

1.

5

21.6

28,

5

Grindings

1,379
1,560
1,462
1,810%
2,010%

*Estimated consumption, assuming §.50 per 1b cocoa beans at
1975 prices.

Production Exports
X 3
1963 1975 1lncresss 1963 1973 Increase
Afvica 1,193 1,001 =~ 16.1 872 640 ~ 26.6
North 4 Latin
Amrica 9 413 3i.1 210 240 14.3
Asis, Oceanis 33 56 75.8 b 4 1.7
mt‘n ‘W - - - —~ - -
m«r. W - - - - - -
Total 1,529 1,472 +~ 33 1,111 1,08 - 13,2

m-—-————b—
7
1963 1973 Increas

1 8 14,3

L}y 210 - 135.8

5 [ 2] -

164 260 5

s61 e -

1,126 1,006 -

f
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World Cocoa Industry

The manufacture of cocoa-based products has undergone

major changes over the last 10 years. Partly due to rising labor

costs, many countries have introduced automation in the grinding

of cocoa beans and manufacture of chocolate products.

A limited number of companies are involved in the chocolate
and cocoa products sector, and the trend is toward greater concen-
tration, as the manufacture of most cocoa products requires a sophis-
ticated technology and economies of scale can be achieved. (The
value added is relatively low in cocoa processing.) There is alsc
& move toward diversification. Mergers have often resulted in the
sbsorption of independent, cocoa-producing and chocolate manufacturers
by large companies producing a wide variety of commodities; at the
same time, chocolate manufacturers are diversifying into other

product lines,

The following companies account for over 80% of the total
US and West European chocolate markets: Nestlé and Interfood SA
(Switzerland); Cadbury-Schweppes Ltd, United Biscuits Holding Ltd
and Rowntree MacKintosh Ltd (UK); and Mars Inc, Hershey Foods Corp,
W.R. Grace & Co and General Poods (US).
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The total output of cocoa-processed products is around
5.4 million tons, of which cocoa butter accounts for 178,000 tons

: and cocoa powder for 190,000 tons.

Consumption Trends

In the past, world demand for cocoa has followed the
same general trends as production, except of course for some sea-
sonal variations, as for example in 1971/2 and 1974/75, when cocoa
production exceeded consumption. World demand for cocoa is esti-
mated at 1.5 million tons in 1975 and the prospects for 1985 are
considered to be fairly good. Depending on the price of cocoa
beans, estimates for 1985 range from a low of 1.9 million tons
' to a high of 2.2 million. Consumption growth in the USSR and in
Q | some East European countries has been and should continue to be
| responsible for much of the future increase in coéol consumption,
The potential demand in Indis and China is high, but in the short

term is expected to grow at a slow pace.

Various factors determine the world demand for cocoa:
population growth, per capita income, cocoa bean (and sugar) prices.
The limiting factors are the wider acceptance of cocoa butter substi-
tutes and artificial chocolate flavoring, parcicularly if cocoa

prices remsin at a high level and thes: substitutes continue to
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havs a large price advantage. Furthermore, the shift in demand
from plain chocolate toward more sophisticated chocolate products in
ths major consuming countries augurs well for the wider use of

substitutes.

Production Trends and 1985 Prospects

Since 1950, the geographical distribution of cocos pro-
duction has shifted in importance from Latin America in faver of
Africa and Asia, which is illustrated in the table below, based

on five~year average production:

X Share of World Productiom

1930/55 1970/75
Africa 64.5 70.9
Latin America 3.4 25.9
Asia & Oceania 1.1 3.2

In the percentage share of world production, Chana leads
with 26X (vs 31X in 1950-55), followed by Nigeria with 15% (vs 13%),
the Ivory Coast with 147 (vs 8%), Brazil with 152 (vs 16%) and
Cameroon with 9% (vs 8%). The 1985 prospects are for a further
erosion of Nigeria's and Ghana's shares, with the Ivory Coast emer-

ging as the leading producer.
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Fovecasted Shares of World Production up to 1983
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Table 3

X Share of Production

Cocoa & Products

1975/76

1930/53
Ivory Coast 8 14
Chana n 26
Brasil 16 15
Nigeria 13 15
Cameroon 8 L
Other 24 31

Source: Internstional Cocoa Organisatiom.

1979/80

21
24
16
13

Y
19

1984/83

a2
2
19
14

!
17

The factors that have played a mejor role in increasing

cocoa production in each country include:

= Development of effective imsecticides and fungicides,

esarly maturing, high yielding hybrid varieties and

fertilisers to correct soil deficiencies;

« Increasing government involvement in expansion vehabilita-

tion and new plantings;

~ Better organized credit schemes; and

- leproved infrastructure (roads), better storage and

pore~handling facilities,
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Table &

1985 Forecasts for Cocoa Production
the Main Producing Countries

Land Area (in '000 ha

ii!&l?!’ 1979/80 19345'5

Ivory Coast 832 984 - 231 368 502
Ghana 1,336 1,395 -= 411 428 &7
Nigeria 630 760 -- 234 &1 s
Brasil 561 676 -- 183  249-200 390-4él
Cameroon - 4% 8 - 112 13 169
Papua Nev Guinea - - - » 40 0
Nalaysia - (] - - - »

World Tetal 1,512 1,7% 2,300

Source: International Cocos Organisstienm.

Since 1950, however, fev chenges have occurred with respect
to land clearing, harvesting, fermenting and drying, which are still
being done by manual labor. The looming problem for manmy producing
countries ave the more rigorous quality-control specifications

required by importing countries.
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)
' fo a Producers
' The prospects for production in each country will depend U
upon many factors - depending on the country - the main ones being:
' - Normal weather conditions

U
[}

Political and economic stability

Characteristics of existing stocks of cocoa trees

= Producer price policy

Government programs for existing plantations and the rats

of nev plantings.

As the value added is relatively low, the proportion of

beans to be processed into intermediste products in producing countries
should be high in order to increase the value added locally and,

to a certain extsnt, to overcoms the technical problems invelved

in atoring and transporting massive supplies of cocoa beans. It is
hoped that more processing in producing countries will mesn an end

to the widely varying price fluctuations that have characterised

thes cocos market.
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But finding a warket for processed cocoa products may
be a problem. In the developed consuming countries tariff barriers
may be set up to protect their owm cocos processors. And in the
developing countries, the technological processes used may not be
sophisticated enough to further process the intermediate products.
Tor example, Eastern Europe has mainly the techmology omly to treat
cocoa beans, which limits the penetration of this growing merket

in the near term.

Apart from South Amrica, vhere demend for processed
preducts for final consumption is slready sbove the average in
éeveloping countries, the prospects for further processing of fimal

products in other producing coumtries ave dim over the mext 10 years.

r e ———r . - S -
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Table 10

Cogoa P e - =13
a tons

Exports i luports
1963/70 1913/74 imsreass  1963/70 1973/74 insresss

Mrica 5.9 9.2 225.4 0.1 0.2 100.0
of which:
Ghane 1.7 3.8 123.% - - -
Ivery Coast 4.9 12.9 161.2 .- = e
Nigeria e - - - - -
Camsroon - 1.7 - - - .-
dnricas 2.9 17.6 506.9 5.0 4.0 148.0
of which:
brasil e 1% ] .- .- - -
The V8 - - o 3.6 116 128.2
Vestern Burepe 5.6 5.7 1.8 6.4 19.7 18.7
of whieh:
Teanse o et e 6.1 8.6 41.0
The W e -~ - 1.5 4.4 193.)
frelond b b - 1.9 2.4 - 13.8
Staly - - - - 1.7 | o=
Asta, Ozeamnia o 6.5 e bl - e
Esstern Rurope - —— - — S8 -

Tetal 5.0 4.0 a.t 9.7
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Table 13

Grindings of Cocoa Beans

Gr in Major Consumi
(000t

19 1973
The US 28 210
The USSR 132 145
West Germany 139 140
The Netherlands 124 113
The UK " 75
Spain n 34
Foland 32 34
France & 34
Japan » 20

Countries - 1972-75

X of total grinded
cocoa beans

14.4
10.0
9.6
8.8
5.1
2.3
2.3

2.3
1.9

Cocoa & Products
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Table 14
Grindings in Producing Countries - 1972-75

1
l
I
P %2 of domestic X of total
' Grindings cocoa bean grinded
000 tons production cocos bsans -
, 177 .
' Brasil 89 110 49 7.5 '
- Ivory Coast 39 85 25 2.1
| Ghana 52 50 13 3.0
Colombia 35 a5 2.6
‘ Cameroon 33 30 23 2.1
Nigeria 26 30 14 2.0
' Nexico 16 22 - 1.5
Ecuador 15 20 33 1.4
|
Table 15
Grind ‘ io
i:g;@%iﬁg o;. X o:;:::t;:cm . R of 1975
AMrica 156 175 17.5 12
Latin America 193 218 $3.0 15
Asia, Oceanial) 43 42 7.2 3
Western Europa 386 525 - 34
Bastern Europe 238 254 - 17
US & Canada 308 220 - 15
Japan 36 28 -
Australia 16 15 - 2
1)

Excluding Japan & Australia.
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Table 16

FAO's Forecasted 1985 Cocoa Consumption*

Country

World

North America

Western Burope

Oceania
Australia snd
New Zealand

Developing
Countries

Africa

Latin America

Near East

Asia and
far East

Centrally
Planned
Countries

Total ('000 me)

Per capita
X growth

Total
Per capita
X growth

Total
Per capita
% growth

Total
Per capita
X growth

Total
Per capita
X growth

Total

Per capits

X growth

Total
Per capita
X growth

Total
Per capita
X growth

Total
Per capita

X growth

Total
Per capita
X growth

Cocoa & Products

1965 1970 1975 1983
1,253 1,433 1,500 2,060
(in kg) 1.2 1.2 1.3 1.4
14.6 4.0 43.8

2 406 400 529
1.7 1.8 1.8 2.0
9.1 0 30.4

525 577 560 738
1.5 1.6 1.7 1.9
.0 8.1 21.3

16 18 20 2
1.1 1.2 1.2 1.3
14 12.9 .3

115 147 182 207
27.8 24.2 95.7

] 16 20 35
0.1 0.1 0.1 0.1
3.7 26.5 120.7

88 107 133 206
0.4 0.4 0.4 0.5
22.6 24.2 9.5

5 6 (] 15

-- - - 1
18.2 1.2 141.3

14 17 20 %
21.8 19.8 6.3

173 220 263 m
26 19.6 6.9

*Total consumption figures are in '000 metric toms,
per capita figures in kilos.
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1, TEA AND PRODUCTS

Facts Trends

The main activities of the tea industry are:
= groving and processing

= distribution, including selling and buying (either at

suction or directly)

= blending, packaging and retailing.

Tes groving is concentrated mainly in South Asia, Chins,
the USSR, Africa snd South America. Worldwide, tea plantations

cover an ares estimated at 1.5 million hectares.

The total area devoted to tea is not expected to change
drematically in the future; however, gesographically the breskdown
should show slight differences. Some main produecri (e.g. Indonesia,
Teiven end Sri Lanka) are being pressured into growing food crops
in tesa aveas, vhich so far has resulted in a slight reductien of
their total tea acreage, vhile other tea-producing countries

(mainly in Africa) are eupanding their tea plentatioms.
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Over the past decade ths most significant expansioms in
tea~groving acreage has occurred in: Kenya (e 167% riss), Turkey
(164%), Mauricius (136%), Uganda (110%), Tansania (100%), Argentins
(33%) and Malawi (28%).

The world tea trade is concerned almost entirely with
black tea, which is produced through fermentation. Green tea,
vhich is unfermented, is produced and consumed mainly in China,
Japan snd Taivan, and is exported to a limited number of fereiga
mathets, the most important being the North African countries.
Oclemg tea, a third category obtained through semifermentatiom, is
prepared in South China and Taiwan. These classes result from
difterent processes applied to the same kind of leaf, or evea to
lesves of the same plant, though various regions generally specislise

in one type.

The tea sorted in producers' factories is not sold as such
to consumers but always blended to mest the characteristics amd

tastes of consumers in different countries.

Such merchandising immovations as iced tes, the tea bag
and instant tea have served to popularise tea. Iced tea was first
introduced at the St. Louis World's Pair in 1904; the tea bag
replaced loose tea as the most popular form during the '50s; and

seluble, or instant, tea was first distriduted videly avound 1980.
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Eroduction

World tea production has been put at around 1.7 million
metric tons in 1975, up from an average annual 1.3 million toms
during the 1966-70 period. To date growth has been averaging a
3.5% incresse per year, but over the long term should taper off
to about 2.8% or even lower. BShort-term prospects show production
decreasees in some arcas due to politicsl changes (e.g. nationaliss-
tien in Uganda and Nosambique) and bad weather conditions (e.g.

frost in Argentina, insufficient rainfall in Indonesia).

The main tes producers are India, China and Sri Lanks,
vhess production rangs is between 100,000 and 500,000 toms s year.
The medium~sised producers (between 215,000-100,000 tons) includse,
in order of importance, Japan, the USSR, Indonssia, Kenys, Turkey,

Iven, Argentina, Malavi and Taiwan.

Most of the importamt producing countries are already
blending, packaging and producing instant tea. Over the last five
years, India's production of imstant tea has been averaging an
sanual 200-350 tons; Kenya's anmual output is around 200 toms;
Uganda, which has besn producing instant tsa for over 10 years,
resched am output of more tham 100 tens in 1971 but has sines

slmest stopped production due to disrupting intermal factors; Sri

Lanka only recently started instant-tea production. Ameng developed

countries, the UK, West Germany, the US and Switserland are the

major instemnt tea processors.
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The percent of total output that is exported varies greatly
from country to country: for example, India exports about 45% of
total production, China 31X, Sri Lanksa 94X. In 1975 exports totaled
743,700 toms ($063 million), 44X of total production (1.7 millien tems).

In recent years Inmdis has been outranking Sri Lenka as aa
onporter, and Turkey, Kemya, Rvanda, Uganda and Argentine heve showm
8 steady insrease in their experts.

The UK ond Ireland alons accoumt for almest a thind of
world tea imports. The fastest gmth in imports over the last
decade has occurred in Bulgaria, Hungary, Polend, Yugoslavia, Pramse,
Gresce, Spain, Iceland, Arad countries, Iren, Afghanistam, Wepal,
Libys and Ohili.

Yprld Dempnd

Tes is consumed by about half of the world's papulatien,
yot it is second to coffes in commrcial importamce, largely becsuse
& significent portion of the world's tea crop is consumed in the
growing regions.




- IlI=142 =

Total world demand for tesa is expected to reach st least
2.1 million metric tons by 1983 (vs. 1.8 million ian 1975), 208 of
wvhich will be sold in tea bags and 1.5% as instant tea.

Demand, however, has been sloving dowm in the traditiemally
high importing countries - particularly the UK, whose market appareatly
has reached saturation. Though demand is vising in the Niddle Basterm,
Nerth African and East Buropean countries, this increase is wet

sxpected to compensate for this market loss.

The processing of tea (instant tea, tea bags, dlending
ond packaging) is done almsst entirely in iaperting coumtries.
Aport from historical factors, the ressens given for mainteining
these operations in the importing cowntries are net always justified,
teshnically or scomomically.

Instant tea. The marhet for instent powdered tes is
relatively marrov. Instant tee and mines have proven teo be the mest
popular in the US, vhere wvater soluble instant tea is weed for leed
summr drinks, by the institutional marhet and in vending machines.
Domand is closely linked with the rising demand for convenience~-

type food products and follows wide public scceptance of seluble
coffes.
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The rise in the consumption of instant tea has been at

the sxpense of leaf tes and does not correspond to the creatios

of a newv comsumer market.

A mere legical procedure is to menufecture instant tes
fren the fermsnted tea or the fresh green leaf in the producing
area rether than from the teas imported by the comsuming coumtriss.
One sdvantage of local productiom is that inferior-quality tea can
be utilised. Por shipping, quality packeging is needed to pretest

its cheracteristics and flaver.

T™he producing countries that sre processing tea to obtain
either tea concentrstes or tea powder from fermemted or green lesves
incivde Sri Lenka, India, Kenya and Ugenda. As newcomers to the
fisld, the African tea-producing countries generally boast the most
medern equipment, but due to mismanagement and other problems, mest
of these countries still have umderutilised capacity.

Tes bags. Nev processing ano produce a high percentags
of breskage, fannings and dusts which find and-uses in meny blends,
perticularly for tes bags. The intreduction of tea bags has resulted

in an insreass in total tea comsumption.

In the UK, 40% of the total tes trade is expected to comsist
of bags within the next fev years. In the US, 30X of the tes consumed

is slready in the form of bags. In Vestern Europe, tea bags are




ek GUSERNS 0 O GEBENS 00 AN 0 AN R AT 0 IS e

- III=144 - Tea

tising steadily in popularity. And in Japan, traditionally a
green-tea consuming country, black tea in bags constitutes 40X of
tea importe. Producers would do well to respond to.this trend by

raising their production of teas suitable for bags.

Blending and packaging. An opportunity for the producing
countries lies in the blending and packaging of teas in collaboratiom

vith major tea blenders and importers. Such a wmove is rscommended
only if a mew market has been aseured. For example, the Niddle
Eastern countries demand blende other than that destined for the
teaditional markets (e.g. the UK and the US). Eastern REurops is
snother promising ares, particularly for India and Sri Lanka, both

of which have trade agreements with these countrises.

In evaluating the markst prospects, consideration should
be given to the type of water and teas required for the blending
as well as to the cost adventagee and adjustments for price varia-
tions. The capital inveetment would mean that the target markst

would pay more for the final, packed product.

Africen countriee vhich are medium—-sised producers of
good quality tea - i.e. Kenys, Uganda, Tanzania and Malevi - are in
a good position to fulfill their own needs as well as those of
their neighboring countries and expanding markets.
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Table 1

Tea: Overall Qutlook

World production 1961-65 1972 1975
51'@ metric tons)

‘Tea, black and green  1,120.0 1,522.5 1,678.0

X growth 35.9% 10.22
FAQ forecgst

Instant tea 1980 135 1990

X of rav production 0.01% 1.0% 1.25% 1.50% 1.557
Tea bags _ 8.0% 9.0% 10.0% 18.0% 20.0% 25.0%
Morld exports 1965 1970 1973

tric tons)
Raw product 601,100 642,000 745,700

X growth 6.87  16.1%

1965 1970 1973

Total 1,333 1,664 1,782 2,068 2,406 8,700
X growth 16.7%  14.7% 16.0%2  35.08 57.0%
Developed countries 450 2 513 L) L Y 597
of vhich:
North America 1 “ 15 82 9 100
Western Europe 258 263 259 237 254 253
Centrally planned 256 206 316 350 384 419
Developing countries 620 775 953 1,180 1,454 1,779
of which:
Africa 41 55 (7] 80 » 122
Latin America 194 a3 9 366 443 536
Asia & Far Bast 264 320 393 490 610 753
Near East 127 156 193 41 1% 364

" Source: FAO, Tea Committes, markest sstimates.
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Isble 2
1985 Tes Consumption Forecasts
or Selected Countries '
2000 metric tons Per capita (in kilo
1972/74 1985 197 '

The US 76.0 91.0 0.36 0.39
Argentine 10.0 15.6 0.41  0.54
The UK 200.1 196.0 3.87 3.3
Irelend 11.5 14.0 3.8 4.00
Denmark 1.9 2.0 0.38 0.3
The Netherlends X 11.0 0.65  0.78
Australia 8. 2.0 2,03 1.7¢ 1
Nev Zeslend 1.8 10.0 2.62 2.7 |
Japan 113.6 139.0 1.0  1.14
Kenys 64 12.0 0.52  0.68
Pekisten 0.4 2.0 0.61  0.53
Turhey 2.8 6.0 0.00 0.8
fri Lanks 2.1 ne 1.52 1.34
Iren 5.0 2.0 1.4 1.38
Ireq 2.1 2.0 2.22 2.9
tudon 17.9 15.0 1.08 0.9
tyeie 4.1 .0 0.00 1.07
Jorden 2. 4.0 1.00 1.0
tedie 250.0 454.0 0.42 0.7
Tenisia 63 8.0 1.16 1.06
The USOR 107.6 121.0 0.43  0.48
Poland 1.7 15.0 0.37 0.41

Source: 1.
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| |
l Table 4 |

Major Tea lmporting Countries
' 1975 X Growth
£'000 tons) 1964/75
l | Europs & North America
‘ The UK 193.5 0.9
' The US 71.8 19.0
The Netherlands 3.0 14
' Canada 20.0 k
Poland 14.0 191
Germany, West 9.7 s
' Frence 5.3 128
| ke
Pakistan 52.0 n
‘ Iveq n.2 53
Afghanistan 15.0 130
Avabian Stetes 19.0 121
Ivan 13.0 121
Syria 6.0 .3
Msiss ‘
gyt 15.0 53
Morocce 13.6 1
Sudan 12.0 70
Libya 13.0 178
latin Amevics
Chile 16.6 252
Central America 0.2 100
Bolivie 0.4 24
Uruguay 0.5 0

Source: International Tea Council, pp 26-27.
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J.__ANIMAL PEEDSTUFF

All of the cereal grains, such as corn (maize), oats, barlsy,
wheat and the grain sorghums are rich in starch and high in digest-
ability, but they are low in protein and calcium, the latter an impor-
tant bone - building mineral nutrient., Moreover, their protein is

of rather poor quality.

To rectify these deficienciss for use as livsstock feed, the
cereal grains are mixed with other feeds or with special supplements
such as awino acids, vitamins and minerals. They can, to a consider-

able extent, be used interchangeably.

Various oil meals are secured as byproducts from the pro-
cessing of soybeans, peanuts and other cil-rich seeds for oil produc-
tion. Cottonseed, soybean and peanut oil meal generally contain at
least 41% protein and rank high in digestability and feeding valus.
Linseed oil meal, the byproduct from flax seed, has somewhat less
protein, usually 32-43%; but because of its palatability and its
laxative and conditioning effect it is one of the most popular live-
stock feeds. Coconut or copra oil meal has only about 20X protein,

but both rank high as feed for dairy cows.
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From the beet sugar and the cane sugar factories come beet
molasses, beet pulp and cane molasses or blackstrap molasses ~ all

of which are palatable feeds, low in protein and high in carbchydrates.

In the industrialized countries some 70X of total cereal
consumption is for animal feed, while in the developing countries the
share used for animal feed averages less than 10%. The amount of
cereal grains going into animal feed in selected developing countries
is given in Tables 4, 9 and 12 (broken down according to wheat, coarse
grains and maize) in the product profile of cereal grains in Section A,
above. PAO's projections for inputs of concentrates in both devel-

oping and developed countries by 1980 are given in Table 1, bslow.

New Protein Sources

The recent series of crises in the world feed market have
opened up new marketing opportunities for products that can be sub-
stituted for ceresls in the compound feed industry. In order to
safeguard its competitive position, therefore, the industry is in-
creasing its search for cheaper ingredients. Products that can serve
as cereal substitutes and fillers in compound feeds include manio,
banana flour and recycled waste products such as citrus pulp, sugar
beet pulp, grape pulp and coffee hulls. Some of these products are

of particular interest to developing countries. Whether these ceresl
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replacers can be produced at competitive prices depends largely on
the availability of cheap energy to convert these rav materials into
worthwhile feed ingredients. (Manio is, for instance, sun dried,
which reduces its processing costs to a minimum.) Therefore, only
countries with abundant and cheap energy sources could profitably

venture into this type of project.
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Table 1

Projections for

Aniwmal Fsedstuff

80%

(on the assumption of constant feedstuff waste)

maize
various
barley
sorghum
wheat

groundnuts & soya

sessme, cottonsesd
rapeseed

linseed

palm kernels & copra

sunflower seed

!s,axi.aalssszaa.ssaslﬂl;
dried pulses

"QSE! rs "

Wastern Europe
Eastern Europe

The USSR
North Ameri

ca

Rio de 1a Plata

countries

Other Latin America

53 +* 96! 1 +

million million million tons
tons feed units of protein
314.5 338.9 (59.6) 31.0 (27.7)
182.3 209.6 16.5
44,1 4.9
18.8 2.1
40.8 42.9 4.1
28.3 29.7 3.4
56.6 42.3 (1.%) 25.8 (23.1)
40.4 32 20.4
6.8 2.8
3.6 1.2
1.7 0.5
2.9 0.9
1.2 0.4
10.0 (1.8) 7.0 (8.3)
1.5 (2.5 9.8 (8.8)
137.0 47.0 (8.3) 7.9 (7.4)
- 66,0 (8.1) 7.5 (6.7)
- 9.0 (12.2) 32,4 (30.0)

567.5 (100.0)

111.4 (100.0)

96,652
46,758
54,434
157,353

4,282
21,612

139,661

65,602
101,590
171,390

7,183
48,807

43,009
18,854
47,156
13,857

2,901
27,195

23,024 3%,114 11,090
9,299 13,13 3,840
9,132 18,424 9,292

36,697 40,893 4,196

1% 1,346 1,210




Inputs of concentrates! Projections for 1980* (oontinued)
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Animal Feedstuff

Barley units
1968" 1980 +
Afrigce south of the

Sahare

Savaanah sone 350 551 201 - —e -

West Africa 926 3,027 2,101 - -- --

Central Africa 126 238 112 - - -

EBthiopia & Suden 959 1,922 93 - - -

Bast & Bouth

Africa 4,707 7,979 3,272 674 1,100 426
Africa north of the

Sshara & Near East 11,833 17,580 5,747 - -~ --
india, Pakistan,

Ceylon, Nepal 24,423 32,322 7,899 1,322 1,527 208
China $7,297 92,966 35,669 6,897 11,192 4,295
Japan 8,041 24,046 16,005 4,018 7,945 3,90
Other East Asia 10,481 26,078 15,597 967 2,98 1,98]
Australia 12,061 15,700 2,839 2,288 2,008 613

*PAO projections made in 1970
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ATRICA

Angola Senegsl
Sgypt Somslia
Bthiopia Sudan
Ghana Tensania
Ivory Coast Tumisia
Kenys Uganda
Wiger Raire

Nigeria Sambis

AT NURICA
Avgontina  Paraguey
Belivie Pery
Sresil Uruguay

Celumbie Venssuele
Seuader

Bangladesh Maleysia
Cambodia (Khmsr Republice)
India Pakistan
Indonesia Milippines
Izen Sri Lanks
ivaq Theilond
Korea D.R. Tuthey
Korea R. Vietnem

Yugesisvis







Business international S.A.

Subsidiary of Business international Corporation

Business International (BI) has been contracted by UNIDO (United
Netions Industrial Development Organization) to survey long-term market
trends and invastment potential for 12 product categories of the food
processing and agro-industrial sector in daveloping countries (sae attached
1ist) and to solicit the views of companies involved in these product areas.

As your organizetion reprasents e major fector in the international
production and trede of one or more of these selected products, we feel your
comments and considerationa are essential in providing a reliably sharp
pictuce of the future development opportunities for these products in devel-
oping countries. We would thus very much appreciate your cooperation in
completing the enclosed questionneire.

Our objective, with the aid of your cooperation, is to find new
concepts and opportunitias for the industrislizetion of developing countries,
and to assess potential arees for the astablishment of processing capacities
for each product group in the selected countries. We ara nov prepsring a
product profile for each relevant product group vhich outlines the main
charecteristics and trands of futura growth and which we will send to inter-
ested companies for further discussion.

In raturn for your cooperetion, you will be given a copy of ths
final report, and an opportunity to participate in a penel to be set up by
81 in order to comment on the raport and submit suggestions for changes.
Purther, your participation can lead to a dialogue between your company,
UNIDO and prominent government representetivas of developing countrics, whicl
covld provide opportunities of wutuel benefit to ell parties concerned.

.

12-14, Chemin Risu/CH- 1200 Geneva, Bwitzeriand/Tel. 47 53 58/Cable Address: “BUSYMAG GENEVA"/Telex 22662




-

Your rasponse to the questionnaire will be kept strictly
confidential and your company's name anonymous in the presentation
of this information in the ffnal report. In case you choose not to
complete the detailed profile, another approach would be for you to
treat the questions as hypothetical, namely: "Which countries in your
view have the greatest potential for processing products which you are
mow processing or plan to process in the future?" ... "And which
country would be your choice if you were planning expansion and why?*

Since the first part of this survey must be completed withim
the coming weeks, wve would appreciate your response by the first veek
of October. Thenk you in advance for your prompt reply and cooparstiom
in this veature. If you wish to discuss any details of the survey, plesss
do mot hesitste to contact us.

sly yours,

L]
J.R.Mikton
Jit/ee Research Dirsctor



1.

1.

3.

L

Business intomational S.A.

Subsidiary of Business Internationai Corporation

The enclosed questionniare has been filled out by:
L] : Title Telephons Extension

We are [ are mot [J interested in obtaining Dusiness
Internstionsl's product profile.

| sre not [] iaterested in participating in the
ponel to be set up by Bl to discuss the final report.

The enclosed questionmaire has not been filled out for the
folloving reasons:

12-14, Chemin Rigu/CH-1208 Geneva, Switzeriand/ Tel. 47 83 56/Cable Address: "BUSYMATG GENEVA'"/ Telex 70009
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1.

2.

STRICTLY CONI LDENTIAL

QUESTIONNAIRE

Name of Company:
Mdress:
. Telephone No.:

i

iﬂm and Title of persons responsible for filling out this questionnaire:

Products currently being processed or produced by your cmaay domestically
or abroad:

A. Grain cereals:

O rice (] maise (] wheat (] sorghum
D oats [___] rye D millet Dbarm

L. Cane and besst sugar H. Animal fats, edible

(lard, shortening)
I. Coffee and products
J. Cocoa beans and products
K. Tea and products

L. Animal feedstuff and
liquid supplement

C. Starch & starch derivatives
B. Meat and meat products

€. Fish and fish products

F. Poultry products

Ooo0ooo
onanon

G. Milk & milk products (cheese,
butter, ice cream)

O

Does your company plan to diversify into sany other product groups not checked
off above. If so, vhich product lines

1f any of the products are being produced or processed by your company in any
of the countries listed in Annex A or other developing countries (LDCs), on

the next page pleasc list the LDC countries, products being processed in tha
country, type of ownership (joint venture, partnership, limited liability, eic.)
or whether on a contract manufacturing basis or a licensing venture, and reasons
for such investments in each LDC.
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Count{l

T -

Type of *Reasons for investing
hate ownership in order of priority
Processed products of entry |or contract (eg: b, 8, £)
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* leasons:

e.
f.
8.

i.

stable political climate;

—
)
[

government incentives (eg: special tax privileges);

investment and financing guarantees;

long-term local or regional market potential (ie, market
size, level of economic development, rate of growth)

good infrastructure, ancillary services

availability of qualified management or trained persomnel

availability of low cost labor

stable labor/collective bargaining climate

raw material availability (pood quality, low priced., promi :it.

of source, guaranteed supply)

ather




4. What percent of your company's total iroduction is being produced in

developing countries? % (approximate)

5. Would the existence of government incentive schemes modify your assessment
of whether or not to invest in a particular LDC? [:] yes D no

‘What types of incentive schemes would you consider the most important?

i

! -
|

|

6. In general, what has been your experience in working with developing countries?
D favorable D unfavorable. Has your company ever set up an installation
which ultimately failed. 1f so, for what reasons? (Please use back page if

necessary,)

7. To lower the riska, would you consider new forms of cooperation in LDCs, such
ss participsting in an equity-sharing consortium? [ ] yes [] wo
Agreements with local government participation? D yes D no

a. What other types of cooperation would your company be receptive to (describe)?

8. Would you sccept a minority equity share in a LDC-based company? [ ] yes [ ]no
a. If not, would majority management control them be desirable? D yes D no

b. If you do not have management control, would you accept technical and/or
managerial responsibility for a fee after the plant has gone on stream? D yes E no

¢. Would your company sccept export marketing demsnds for the products to be
processed locally? D yes Dnc

9. What are the moat important issues that you woyjd like to discuss with
developing countries?

a. What assurances would you demand for protection of technology, trademarks, etc:?

b. Ave your prepared to enter into a long-term supply con:ract at fixed prices,
even if they appear somevhst elevated from today's prices? Oyes Do
What would be your conditions?




-4 -

c. Are you prepared to offer soft terms or the transfer of technology?

10,

In your opinion, which developing countries, particularly those with sufficient
_raw material supplies, do you feel currently meet your company's criteria for
;explnding or setting up a processing operation for any of the products in No.1.

ECountrz Product Reasons why (use reasons in Question No. 3 as an
example)

-

11. Which developing countries do not presently meet your company's ciiteria, but

wvhich you feel have the potential to develop new capacity for processing any of
the products listed in question No. 1 in the long-term -1985 and beyond ,

Country Product Reasons why they do not presently mest criteria




12, For the countries listed ahbove in No... 10 and 11, what are your estimates for
domestic market size and export demand. (The following answer will give us a
base with which to analyze our own projections for the countries we= have

selected in the product profile.) Please add ex'.ra sheets if necessary.

Average Annual '
[Market Growth Over
Next 10 years

Domestic Export (in %)

Total Estimated Market Size

Country  Product  [Present | 1980 | 1985 | Present | 1980 | 1985 | Domestic| Export,

owess eweEs VS $ SUND GUED AP SEEE e——.

13, Worldwide, over the next decade does your company anticipate any changing
trends in processing technology, including optimal size of plant and daily/
annual capacity, a switch to synthetic-based materials, automation, stc. for

)
any of the products it is now processing or plans to process?

Product New techmology innovations (describe)

¢ based
mand

ed *
ty)




14,

15.

In past projects in developing countries, has your company always been re-

quested to supply its most modern technology and have these requests been

met?

In addition to present projects, does your company consider processing any
products in a developing country or region over the next 10 years, or even in

the longer term? D yes D no., If yes, in which countries (in order of

priority) or regions and describe the envisaged operation (s):

Coyntry (or region) Product Type of Operation Technology to be used




16.

In order to better dstermine a developing country's potential for further
procsssing in each product area, your assessment of the markets in which

you are now operating would be most hslpful. (Pleass indicate whethst answers
refer to total market or only your own operations.,) Would you thus be so kind
din to complete to the best of your sbility the following forms for each
léopnuuly listed product group, (If you need extra copies of this question~

" naire, please let us know and we will send them to you,)
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