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FOREWORD ZTCP

This Study represents the Final Report on Tomato and
Citrus Processing completed as a Draft Report by
Manderstam Consulting Services for UNIDO and the
Government of Zimbabwe in December 1993.

The Draft Report concluded that any further investment
in Tomato processing capacity would not be profitable,
but that Orange Juice Packing would deliver commercial
returns to an investor.

The Draft Report was reviewed with UNIDO, ACI and
Ministry of Industry representatives in Harare, 7-8
June 1994.

As a result of the review, it was decided by UNIDO and
MCS that the Draft Report should be corrected and
amended as requested by UNIDO to represent the Final
Report, and that the section on Orange Juice should Le
updated using costs data provided by the investor ACI,
and produced as a separate study volume, -the Zimbabwe
Orange Juice Project, (ZOJP).

VCW/MCS
July 1994
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The Chapter, Section and Paragraph notation fcllows
UNIDO's Terms of Reference, eg 3.B.a. Where no index
numbers are indicated in the ToR, sections and
paragraphs are notified in numerical sequence, eg
4.3.(i), all in the left-hand margin. Short tables are
included in the text against a Chapter, Section and
paragraph number. Long tables including COMFAR tables
are found in the Annexes.

References in the text are denoted [ ] referring the
reader to a Chapter, Section and paragraph elsewhere,
to avoid repetition; or { |} referring to a COMFAR
entry for Financial and Economic calculations; or

( ), referring the reader to References and Citations
in Annex 2.

CURRENCY DENOMINATION
Z $ = the Zimbabwe Dollar, at current prices, unless
otherwise stated. The decimal place is conventionally

denoted by a point . not as is customary in Zimbabwe,
by a comma.

FCREIGN EXCHANGE RATES

The Exchange Rates adopted for the study are those
middle rates reigning on 11 Feb 1993:

One Foreign Currency Unit zZ$

Us $ = 6.4
RSA Rand = 2.05
UK Pound Sterling = 9.1
DM = 3.85
Japanese Yen = 0.052
Italian lira = 0.0041
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0.1.5.

0.1.6.

0.1.7.

ACRONYMS & ABBREVIATIONS

ACI = Alison Canning Industries (Pvt) Ltd

ADA = Agricultural Development Authority

CIF = Costs of Insurance and Freight

CsO = Central Statistics Office

DTT = Dilute to taste

ESAP = Economic Structural Adjustment
Programme

FAO = Food and Agricultural Organisation

FOB = Free On Board

GDP = Gross Domestic Product

GRZ = Government of the Republic of
Zimbabwe

HPB = Horticultural Promotion Board

ITC = International Trade Centre

MIC = Ministry of Industry and Commerce

OGIL = Open General Import Licence

OPC = Oown Produce Consumed

R&D = Research and Development

RTD = Ready to Drink

SSE = Small Scale Enterprise

ZAP = Zimbabwe Association of Packaging

Z1C = Zimbabwe Investment Centre

Other Acronyms in the text are given with addresses
in References and Citations, Annex 2.
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CHAPTER I

EXRCUTIVE SUMMARY

1.1. CONCLUSIONS

1.1.1 Tomato Processing
An investment in a quality plant to process
tomato grown at the Norton Estate near Harare
would have too small a market to cover factory
costs. Alison Canning Industries (Pvt) Ltd. (ACI)
would meet strong parriers to entry in Zimbabwe's
fiercely competitive and generally over-supplied
market.
With improvements to its irrigation and
professional farm management however, the Norton
Estate could grow tomato for the local market, for
local processing and some varieties for export.
Other market produce should be systematically
tested on the farm.

1.1.2. Citrus Processing

An investment by ACI at its Norton Estate in
aseptic packing of orange juice is likely to be
profitable. There is however no comparative
advantage for the company in growing oranges of
any variety at the Estate. As supplies of orange
concentrate and of fresh orange from sources in
Zimbabwe will be limited until 1997/8, ACI should
import orange concentrate as its raw material.
ACI's existing operations, including tobacco
farming and curing at Norton, may deliver
transfer subsidies to the Fruit Juice Packing
line to offset additional locational, operating
and market entry costs.




1.1.3.

1.2.

1.2.1

Summary

NORTON ACI

TARM FACTORY

GROW MARKET PROCESS MARKET
TOMATOES yes local no no
CITRUS ro a0 yes Local/
PTA

BEANS/
PEAS test ves later Cest
RECOMMENDATIONS
Cap 2. Project Background

Farm and factory investments flourish in
Zimbabwe. Existing infrastructure and human
resources favour agro-industry development, and
over time offset the climatic disadvantage of the
prolonged dry seasons, May-Oct. Generally
profitable tobacco farming and beef ranching are
able to finance many nogz(traditional food
production projects. Current ownership patterns
are not however the best determinants of where
agro-industries should be located: nationwide
sectoral studies should be.

Cap 3. Market and Plant Capacity
The Zimbabwe domestic market for processed foods
and beverages is highly fragmented.

Given the levels of supply, insufficient market
gaps exist domestically and in neighbouring
countries of the PTA or extra-regionally to
warrant investments by ACI now in further
capacity to supply tomato products, peeled,
juiced or paste. Local demand will however
provide outlets for fresh tomato grown on the
Norton Farm. For tomato paste, demand in 1994 is
estimated at 1,242 ctonnes of which ACI might
supply 162 tonnes with a further 20 tonnes for
export. Therefore a é6t/h plant the smallest
industrial te~nnology available to produce
quality paste 135 examined in this study with an
annual capacity of 1,820 tonnes packed in 15.826




1.2.3

million 115 g cans. An exceptional marketing
effort would be however be required by ACI to
sell even 10% of this output in the first
operating year.

Orange Juice is a different matter. The local
market is not over-supplied, supplies are either
sub-standard or imported from South Africa, and
by 1997/8 local output of fresh orange will be
sufficient to provide ACI with raw material. In
the domestic market and in neighbouring countries
of the PTA Region, demand is sufficient to
justify a Zimbabwe source of supply of an
aseptically-packed pure orange juice to compete
with local suppliers and with imported products.
The total domestic demand in 1994 for orange
juice is estimated at 2.91 million litres. As
the sole supplier of pure orange juice, ACI's
first year domestic sales are projected at 1.59
million litres and exports at 0.8 litres. The
plant capacity recommended is 3m litres a year of
single strength orange juice, packed in 12
million 250 ml Tetra Pak packs (83).

New investments in Zimbabwe's processed
foodstuffs industry are insufficiently
documented. We recommend they should be monitored
systematically, and publicised for investors by
the Zimbabwe Investment Centre in Harare.

Cap 4. Materials and Input

Mazoe Citrus Estates have insufficient output to
supply ACI with Orange Juice concentrate. New
sources in Zimbabwe of process fruit are expected
to be available in 1997/8 from orchards that have
been planted over the past five years.

As the world supply of councentrate dominated by
Brazilian output 1is low priced at US$1200 a
tonne, we calculate that imported concentrate
would provide ACI with a raw material for a
profitable packing operation.

Tetra Pak Ltd are able to supply ACI with aseptic
packing materials. The company already services
the Dairy Corporation in Zimbabwe from a local
base in Harare.




1.2.4 Cap 5. Location., Site and Environmect

The location favours mixed farming or market
gardening. At SO kms from Harare it 1is near
encugh to a major Zimbabwe market for selling
fresh tomato and processed juice. The 1lccal
skills available to ACI are not yet trained for
intensive farm or factory production, and will
need time to acquire the essential disciplines.
The recommended actions pose no special problems
for the environment.

1.2.5 Cap 6. Project Engineering
The technology recommended for aseptic packing of

Orange juice is Tetra Pak, who have no existing
fruit juice packer in Zimbabwe, but are supplying
the Zimbabwe Dairy Corporation with its packing
system. The filling line is fully automated.

The technology recommended for tomato paste
processing is designed to meet higher standards
than have been common in Zimbabwe. The canning
line could use 115 g cans supplied by the Harare
can manufacturer, Carnaud Metal Box. Engineering
outlines for tomato paste production are provided
in case other planned supply sources in Zimbabwe
fail to materialise and ACI finds it has a market
gap it can fill.

1.2.6 Cap 7. Plaant Organisation & Ovexhead Coats

The Tetra Pak factory is planned and costed as a
stand-alone operation. In practice, ACI will find
that much of its existing group management,
labour force and infrastructure can be shared
with the Tetra Pak line, substantially reducing
overhead costs.

1.2.7 Cap 8. Manpower

There is adequate manpower in the Norton area to
supply the workforce needed for expanded farm
operations and for a new processing plant. The
training phase may however need to be extended.
Government is recommended to provide further
support to the various Food Technology training
institutions in Zimbabwe so that quality Control
and food hygiene expertise is more readily
available than at present. Special job
opportunities for women exist in our proposals

R N




L----------

1.2.8

1.2.9

for both farm and factory.

Cap 9. Implementation Schedule

An Investment decision in early 1994 could lead
to plant commissioning by the third quarter 1994.

cap 10. Financial and E \c Evaluati

Many benefits can accrue from diversified
activities on estates such as that at Norton.
Benefits include expanded employment and training
opportunities for women. The limiting factors for
any agricultural or industrial development at
Norton are the market entry barriers for output
sales and scarcities of middle management and
skilled labour, not natural resource
rescrictions.

The recommended orange juice product line should
be profitable if costs are controlled to the
limits recommended. All manufactured output in
Zimbabwe is very sensitive to foreign exchange
rate changes determining imported material costs
-in this case laminated packs and imported orange
concentrate. The orange juice line is only viable
if its sale price can be kept in line with
Zimbabwe's high inflation rates that have been
affecting investment planning since the drought
of 1991/2.

Given tight cnsts control for the Tetra Pak line,
the Financial rate of return on the investment -
IRRE2- is calculated to be 48%. The Internal Rate
of Return on the Orange Juice investment is 35%.
The Economic rate of return with imported
concentrate and packaging is negative, with
foreign exchange cash flows in deficit until year
15. When local orange concentrate is substituted
for imported concentrate, the forex cash flows,
and employment linkages with agriculture, improve
considerably. In this case, and with no
additional export sales, the foreign cashflow
would move into surplus in year 5.

The Tomato paste investment shows a small rate of
return at 10%, below the threshold for viable
investments. It faces prohibitively high market
entry risks, and is not a recommended investment
at this stage.
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CEAPTER Il

PROJRCT BACKGROUND AND EISTORY

2.1. THE AGRICULTURAL SECTOR IN ZIMBABWE

2.1.1. The igriculitural sector In Zimbabwe was hard hit

by the 1991/Z drougnt, with output reduced by an
sgt-mated :5%. Cver the long term however,
agricultural amployment and output dominate the
accnomy cf Zimbabwe, and after Manufacturing,

have shown :-he most rapid growth rates. Of the
economically active population estimated at 3.921

miilion ia -991, 57.7% were engaged in
agricuiture, (81) . Sectoral GDP contribution
inciuding Scrascry since 1287 has been averaging
17%, (1)

Gross Domestic Product, by Sector of Origin, at
FPactor Cost, Curreat Prices Z $ m

~ 337 288 1989 19390 1991 1992
AgrisuiTure w ForescIv P 596 2753 2291 3709 5692
Y 27 -zmal CLF L2 L3 1S 5 i3 2
YanucasIuoing 2292 Zc13 Z162 1691 €585 7780
Trta. IF ca12 L2134 12114 14702 19587 25790
Ssurse: 102 Siais Flasn. Fep 1393

Crcp Froduction specifically declined by 29.6% in
salue 3 resuit of the drought in 1991/2. All
xinds of farming suffered loss of output:
commercial <arms averaging 2,200 ha in size
suffared tut not as badly as small scale farmers
working Communal Land averaging 125 ha in size.
Farm oroduce Zrcm toth sources and household
orcduce declined Izcm October 1991, with the
consequence tnat food shortages forced normally
zeif-surficient househclds to turn to processed
food suppliss. Increasing proportions of
disposable inccme had to be spent on foodstuffs,
-5 the detriment of manufactured goods. Previous
innuai oreop outgucts Irom both sectors had shown

in upward trend:




2.1.2.

2.1.3.

S o

Yajor Crop Sales:

zv Ccmmunal Farms Commercial Farms al
1383 3.9 451.1 496.7
2984 1IZ.C 503.5 708.7
138Sg ll:.7 361.% 1,086.4
98¢ IIl.? 960.5 1,182.4

-~a. “sarpook 1989 Table 11.22,(1).

tn
(3]
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(4]
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The crincipal source of growth in agricultural
gross oJutp ut ralue has been tobacco from
Commerciai Tarms. -n the 1991/2 season tobacco
sales re: :ned a <xrszcord 201,104 tonnes worth
ZS1.53 on. Frior to cthe drought there had been

grcwth as well in grain and industrial

strong
CcroLs:
ZROP 1382 988 1989 1990p
Tsbacce 34,1252 185.679 576,897 888,583
Maize -3.131 ©23,380 160,608 127.997
“heat <5.086 37,747 100,434 147,497
Tzffee 4,335 15,585 51,892 50,857
Zatsen 2T,77TS 27,853 116,108 106,356
Sugar =3, 282 127,454 185,371 215,895
Tematces 1,426 T.210 7.628 9,611
Titzrus HIS 14 3,091 19,265 12,597
Source: 33, TreTICTiSn ACSauRC SI Adriculture. Fforestry and Fishing
Ix=.22:ng :Tmmuna. _anas and Smail Scale Market Gardening)

L Jea

for agriculture

located in Zimbabwe have reflected agricultural
growcth. The gross output of Domestic fertiliser
and insecticide production are contained within
the reported Industrial Group statistics for
Chemicals and petrnleum products, and tractor and
trailer assembly is contained within the series
for Transport Equipment. (Confidentiality rules
in Zimbabwe do not allow the CSO to report output

volumes of -<alues for sectors in which there are
fewer Chan 4 enterprises).




Zemical and

Fecraleum Products pmeant ZS m

T
:

:77.5 299.7
=7.2 i45.4
45.3 l81.6

230 aonual Ja2nsus of Froduction

-~
SAuvre -
sgurce:

Whilz the number ¢ Tractors for Farm Use has
remained -very conscant at 15,763 in 1983 and
28,242 I 1290 as 2 result of severe import

-T ) =Tl

rasgrIzTicen spendizg cv commercial farmers on

—ne maintenance of -renicles, plant and equipment
7as ingcreased Srom S +7.442 m in 1983 to Z$
222.298 m I 1290. Zimpabwe's Packaging Industry

-'2‘..v9 -
~aowever zuprlying rtags, sacks, cartons and cans

Zzr Zzmmercizl Zarm trccduce grew from 2§ 7.225 m
o 13283 -z IZE Z1.%is& m im 1290,(10).

curs Ou I 1 in Zimbabwe
zdgdins vzius T3 agrazultural cutput provide the
dcwnscr2am _izkages I a vertically diversified
zconemy. Thev were, l-.:e many other activities,
Treacl, z2xpanced curing ctlie period of UDI 1964-
-2, wilen  zanccTizoo chiiged :zh Rhodesian

Zcvernmment o zcceisrite Ilmpeort substitucion, (2) .
Thiese .nzustross Zlcurisped in 3 monopoly marketc,
zut ngw suffsar froem cid obsolete equipment, and
cuc-cf-date scandards Zor product quality and

cackage design, [+.3.:].

2cle ¢f Agri y in che National Economy

is nmermaily o crovide _00% of all subsistence
Zccdstuifs and 30% cZ exports, (51). The 1991/2
droucnt creacted a foed deficit, and a collapse in
igrzculzural =xporcts. Zxport permits had to be
Zz iz:onal exported foodstuffs,

withhel Zzr cradic:
princigail maize. A cash flow collapse for
Zfarmers had r-epercussions in bank liquidity,

Zimpapwe's farm inpuc indusctries,

smpicymenc ind Z:
| crom recessive demand in

P IulZ2rlng
v - ,
282, A




2.1.6.

2.2

.2,

Covernment Policies for the Agricultural sector

and Agro Industries are designed to balance
support for the larger scale Commercizl farmer
tvpically white and vrich with support foi the
Communal farmer typically poor and black. This
policy shift dating from Zimbabwe's Independence
in 1980 is evidenced by many new programmes in
support of small-scale traditional farmers
compressed during UDI into marginal land and
disadvantaged by the provisions of the Smith and
Interim regimes. Exemplifying this policy is the
creation of Development Division in the
3overnment's Agricultural Finance Corporation,
lending 2$ 18.68 m to over 9,052 Commnal
farmers, (9;, and a Government-driven Communal
irrigation scheme designed to- raise marketable
yields from the small farmer, (5). Policy is
explicitly directed at adding value to rural
produce rather than expocrting primary commodities
into a volatile world market. The Ministry of
Agriculture's policy for development includes the
creation of supply links from communal farmers to
food processors, [2.4.1.].

THE FOOD PROCESSING SECTOR IN ZIMBABWE

® p gaj in Zimbabwe's
industrial sector is fourfold: -to provide a
market for raw materials delivered by a resource-
rich country, -to store surplus output that would
otherwise perish for want of immediate markets,
-to provide 1local substitutes for imported
processed foods, -to help beat the acute and
chronic foreign exchange shortages.

The Food Processing Sub-gector in Zimbabwe has

grown rapidly from 13% of Manufacturing GDP in
1980, to 26 % in 1991. The sub-sector's linkage
with a strong agricultural base had, until
1991/2, delivered consistent historic
expansion, (52) . Output value has been generated
by a large number of enterprises, mainly in
private ownership:
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Zimbabwe Food Processing, 1989, by number of
encterorises, =2mployees and ocutput value:

Sub-sector Number Jutput Number of

z{ Enterprises Value Employees
Z5000

Slauantering,

frepared and creservea

Meat 23 366.2 5,252

Jairy £raducts 3 187.8 3,703

Cannead and preserved

fruit and vegetables i1 26.5 1,490

Canned {ish - - -

Veg. and animal oils & fats 8 186.6 1.910

Srain m:iiling 27 612.0 7,038

3akery croducts 78 192.6 4,266

Sugar preducts
Cocoa cnocolate &

confectionary 3 58.3 1,301
Cther Icod products 27 99.0 1,753
Distilled spirits & liquors l3 5586.2 4,925
Soft arinks and

minerali waters 22 184.2 2,543
Tobacco packing & products 20 220.3 4,193
Tstals, Food processing 240 2,470.0 35,545
¥ of tcrtal manufaccuring 5 26 19
Tstal Manutfacturing ..556 3,682.1 185,360

Scurce: SO, Annuai Census of Industry and Production,1993.

The Average Size of Food Processipng Enterprises

The zverage size of Iccd processors packing fruitc
and -2getable creduccts in limbabwe 1991, measured
gy cthe ~umber of eoemployees, was 135. Eleven
ancerprises were recorded prior to the drought,
in the Annual Census of Industry conducted by the
CSO, =mploying a total of 1,490 and producing
gross output worch Z$ 26.456 m. at an average

labour productivicy cf 2§ 17,776.

The Structure and Growth Rate of Food Processing

The overall structure of the Zimbabwe Food
Industry is given (2.2.2}. The growth rate of
it iand Vegetable packers had suffered in the
risis gericd 1985-1988 by price controls and
inadequate <Zcreign currency allocations, (37).
Trading lLosses were reported consequent on a
rztically-inflated costs structure £for the
industry. The price control on cans supplied by
iZarnaud Metal 2ox Zimbabwe's only supplier ended
in 1990. With =SAP in 1991 costs came under
cetter control, and when the Zimbabwe economy




responds to liberalisation and recovers from
drought effects, food packing is expected toO
resume its former profitability and growth of 2-
3% pa. The First quarter 1992 CZI Survey showed
a 4% increase in enterprises reporting increases
in foodstuffs output, and a 13% decline in
enterprises reporting a contraction of

output, {62) .

2.2.5. Costs Structure of Food Processoxs

Costs % oI Sross Cutput

1988 1991

Raw Matsrialis and packaging 51.3 34.4 51
Frocessing ¢osts 28.8 31.5 25
Other diract costs 7.2 7.5 5
Fixead ccsts 20.5 19.8 17
Total ccsts 107.8 113.2 98
3ross Cutrut 100 100 100

2.3. GENDER ISSUES

2.3.1 Gende- Disaggregated Socio-Economic Bage Data
[Data and comments in this section are amplified
in ACI's Report on Gender Issues, Annex i6].

Recent data snowing gender differentials in
employment and education support the
Government's recognition of the special
difficulties faced by women as a consequence of
drought and the Structural Adjustment Programme:

First, cost recovery in education and increases
in school fees may erode the progress made in the
educational status of women.

Second, the higher age profile of wurban
unemployed women means they have less chance of
re-employment and re-training.

Third, women having less start-up capital face
greater barriers to informal sector employment
entry than men.
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Population, National and Local
The 1992 Census of Ziwmbabwe gives 10,401,767 as

the total population, of which 5,326,218 are
women, distributed over 2,165,744 households
nationwide, with an average household population
of 4.8,. The intercensal population growth rate
for Zimbabwe 1982-92 is 3.13%, (38).

The Norton Selous Rural Council area matches
national sex ratios, with a slightly lower ratio
of males to females at 95% a lower density per
household at 4.5, and a local population growth
rate quoted at 2.S5%pa, (39).

Education

The probiems set for women in development are
primarily educational. "A gender gap exists 1in
both school enrolments (especially at secondary
school level), and also in learning achievements,
while at the higher levels women are heavily
under-represented in the university and at the
technical training colleges', (17).

Employment
The 1986,/87 Labor Force Survey found 3.3 m adults

of +15 vears of age in the national workforce. of
chese, 23% were reported to be employed, and 7%
unemploved. Of the =mployved, communal farmers
constituted 60% and 1.2 m only were employed in
the modern or formal sector. The survey reported
the egregious differences in male and female
employment:

MEN WOMEN
Communuali Secter 4 19
Modern Sector 43 16
Unemplcvad 5 s
Szenomicalily inactive 1 29
130 109
Source: .986/87 Labour Force Survey CSO Statistical

Yearboox, 1299, b Si.{L0\

Manpower statisticians believe that employment
conditions have deteriorated and differentials in
particularly rural unemployment have widened
critically, with rural unemployment now 40% of
the workforce, of whom over half are women.
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Occupational distribution recorded by the Survey
cited Females as constituting:

39.8% of all Professional, Technical and
related workers.

13.9% Administrative and Managerial
Workers.

43.8% Sales Workers.

56.2 Agriculture, Animal Husbandry and
Forestry.

16.4% Production and related workers.

47.4% Of Total Employed.

In agriculture, women are now thought to supply
70% of the workforce. Although unemployment rates
are cited as roughly equal, there are more
unemployed women in the 25-59 age group, which is
75% of total. This has accelerated urban drift,
and visible levels of poverty.

Nati 1 Poli i P Soluti
The principal policy solution is to apply ESAP so
that investment and employment can respond to
market growth.'Increased levels of investment in
manufacturing are expected to generate employment
growth at approximately 3% a year'.'Thus, formal
sector employment in manufacturing as a result of
new investment couid grow by 5,000-10,000
additional jobs per year' (40.. Government's
policy solutions are implemented by all
Ministries and Departments. A focal point for
programme implementation and promotion is the
Department of Womens Affairs in the Ministry of
National Affairs, which is responsible for
project preparation and training, (42) .

L 1 Agplicati ACT
These National solutions to the problems set by
gender differentials can be reflected at local
level in ACI's employment practices. The
eligibility of women for work in ACI's food
processing plant is conventional worldwide; in
most other developing countries the proportion of
female to male workers in food preparation is
5:1. There are ample cadres of women in the
Morton area for employment by ACI, (43). For ZTCP,
we recommend:
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2.4.1.

2.4.1.1.

(1) that ACI actively support the expansion
of local schools, and the adoption of
sex-neutral curricular.

(ii) hat ACI establish a regular programme
of in-house training for all staff
members.

(iii) that female candidates be selected by

ACI for =national and international
courses in Food Technology, (41) .

PREVIOUS ACTIVITIES AND INVESTIGATIONS: SUMMARY
Government Studies

Zagrinda Agro-industrial Project

A rfeasibility study dated March 1992 Ref
WP50/ZAGRIDA has been accepted by Gcovernment for
tomato and citrus processing plants to be built
by the Agricultural Development Authority (7),
and the Development Trust of Zimbabwe (8). The
project is for two tcmato processing plants, one
at Norten and one at 3ulawayo, and later,for a
Citrus “uice plant at Chipinge, a prime citrus-
growing area in South-Zast Zimbabwe. G-vernment
has made starting capital available in the 1992/3
3udgert for <the Zagrinda Plant near Norton.
Construction may be ccmpleted 1993/4.

The Zagrinda Plant has ben designed to draw on
romatoes grown at the Coburn Estate near Norton,
and on communal farm outgrowers. Its large
processing capacity is bound to both encourage
extensive tomato-growing as well as initially to
drive up prices. The design capacity is 30 tonnes
of tomato concentrate a day, but this can be
extended by extra shifts to a reported 200 tonnes
per day. At normal ratios, designed output would
require a daily supply of 180 tonnes. Design and
construction of the Zagrinda plant was to have
been supplied by FATA, an Italian company with
access to 80% supplier credits through SACE and
Medio Credito Centralle. The end product, tomato
concentrate, would be shipped in 200 kg drums to
Italy for re-export to Egypt and otaner
Mediterranean markets.
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IDC Food Processing Sector Study

The Industrial Development Corporation (11) is a
100% State-owned parastatal with subsidiaries in
many sectors including packaging, fertilisers,
metal fabrication and mechanical engineering. In
response to a Jjoint venture proposal from
Pakistani interests, it has embarked through its
Research and Development Department on a study of
Fruit and Vegetable processing in Zimbabwe, due
for completion end 1993.

Bank Appraisals of Investment Applications

Many finance houses in Zimbabwe, public and
private, have received applications from
investors seeking loans for Horticultural Farms,
Market Gardens, Citrus Plantations and Product
Processing or Canning Plants. Once the
profitability of investments in these or indeed
any enterprise became evident in 1989-90, a spate
of such applications was received by the Zimbabwe
Investment  Centre {(13), and Dby lending
institutions.

There are reports of another application besides
ACI's to aseptically pack orange juice using
Tetra 2Pak technology. Confidentiality rules
prohibit Bank divulgence of clients' investment
details, otut we have strongly urged ZIC that it
publish Investment Licence applications and
approvals by sub-sector, with capacity outlines
by vear. This will help investors and the country
avoid the danger of over-investment and supply
beyond the limits set by markets and supply input
sources.

FAO Agro-industry Investigation

The National Planning Commission (32) signed for
Government in Nov 1992 with FAO (59) for
consultants to undertake a four-month six-part
study, under the Ministry of Industry and
Commerce (2) as lead Ministry, into Zimbabwe's
agro-industry prospects. The parts are:

1. The raw material base and processing
capacity.

2. Growth point potential

3. Institutional context for agro-industrial

development.
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4. The informal sector, inc. Communal Farm
activity.

5. Processing and packaging technologies

6. Marketing.

Company Studies

Alison Farm Produce Study

In 1986, Alison Farms (Pvt) Ltd, the sister
company of the project sponsor Alison Canning
(Pvt) Ltd, commissioned a private consultant to
undertake a F=2asibility Study of tomato growing
prospects for its property at Norton, [2.5.1.2].
The Study was updated and used as a basis for the
Terms of Reference for the current ZTCP Study. It
envisaged a total investment of Z$ 145,000 to
deliver fifth year output of 10,000 tons of
tomate from the Norton Farm, =% an output value
per ton of Z$ 250. No study was made for on-site
tomato processing, or for citrus growing. No
mention was made oOf other processing studies,
projects in the pipeline or of operating plants.

The Heinz Canning Plant at Chegutu

A lcng study and finance planning phase preceded
cthe commissioning in 19922 of the Olivine Heinz
Canning ?2lant prcducing canned vegetables and
caked peans under the Heinz label at
Chegqutu, [3.A.5.1]. At 30 June 1992, Government
held a =9% interest worth 2Z$ 11.025 million in
Olivine Holdings (Pvt) Ltd, (57). A 2500 tpa
Tomato products plant was due to be commissioned
as a phase 2 investment by Chegutu Canning in
which Heinz has the majority share at Chegutu in
Decemper 1993. Orders for 3 million cans from
Carnaud Metal Box were placed in the first
quarter of 1993. No record of any Licence issued
by the Zimbabwe Investment Centre was available
for the Heinz investment.
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THE ZTCP PROJECT SPONSOR

Aligon Canning Industries (Pvt) Ltqd.{(ACI)
18-20 Kaguvi Street,

PO Box 66228, Xopje, Harare

ZIMBABWE

Tel: 706310, 706360

Telex: 26494 ALI ZW.

Fax: 263 1 792174, 793329

Foundation

ACI was Registered on 27 Aug 1987, No 1407/87, by
the Registrar of Companies, PO Box §933,
Causeway, Harare, Zimbabwe, under the Companies
Act, Cap 190 of the Laws. It has authorised share
capital at 32,000 shares of 2$1 each, paid up and
held equally by Mr T.A.I Asharia and Mrs S.T.
Asharia, sole Directors of the Company, as
confirmed by NG Patel & Co, Chartered
Accountants, 39 Mugabe Road, PO Box 5560, Harare,
Tel: 702257. The Ccmpany has sister companies
within che Alison Group active in tobcco and
citrus farming, livestock ranching, at Norton, 50
xms SW from Harare, in property development (Keis
Khama Properties (Pvt) Ltd), and in a motortrade
business (Alison Motors (Pvt) Ltd), both in
darare.

Activities

Buildings at the Norcton Farm are being modified
to accommodate a soft drinks bottling line using
synthetic raw materials, adjacent to the factory
site adopted for the 2TCP project. No
commissioning date has been set by the Project
sponsor for this activity. We have advised the
company to draft a business plan for it so that
it can be integrated into the investment.

In addition to tobacco, the company has planted
cash crops including tomato and passion fruit.
Tobacce sales provided the principal source of
Alsion Group revenue 1in 1992 with prices
averaging 2Z$8.10 a kg. Expectations of lower
prices for the 1993 crop are unlikely to upset
ACI's intentions to develop farm and factory
production at Norton. Sufficient production and
development work is on-going at the Norton Farm
to avoid designation under the Government's Farm
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Confiscation <or Restettlement Scheme announced
in 1991.

Employees: 2.

(i) K.D. Tripathi, General Manager ACI 1966
53.Sc. Agriculture, Lucknow, India. 1968,
fost-graduate Dip.F. Tech. India. Member IFT
Chicago, USA. 1975-92: General Manager,
Tropical Foods Ltd, Dar es Salaam, Tanzania.

(ii) G.K.Gaur, Factory Manager, same
qualifications as Mr Tripathi. 1972-78, and
1991-2: Production Manager, hutan Fruit
Products, Samchi, Bhutan.

Ownership

The Norton Estate Land Title is in the name of
ACI's sister company, Alison Farms (Pvt) Ltd.
Clifford Farm was transferred 15 Jan 1987,
Registered No 1184/7¢; and Jjohn O'Groats Farm was
cransferred 17 Aug 1987, Registered No 5642/87.




MARKET AND PLANT CAPACITY

3.A.1.

DEMAND AND MARKET ANALYSIS

A detailed market survey of the product mix
potential £for ACI was carried out, and
specifications for such products were reached
following a verification study. The data sought
for the market survey included:

(1) current effective demand in the domestic
and export markets for food and fruit
Zuice products manufactured in Zimbabwe.

(i1) the current supply sources meeting this
demand, domestic and imported.

{11i) the growth ©potential in different
segqments of the Zimbabwe domestic and
export market for the identified product
mix.

DATA AND PROJECTION EVALUATION METHODS

The evaluation methods employed in the survey
were selected to meet the inadequacies in
existing market statistics, and the undeveloped
state of market research 1in Zimbabwe. They
included:

(1) Data verification and cross-checking by
interview with retail trade and
manufacturing market leaders in Zimbabwe.
Data on demand and supply for tomato and
citrus product sales were verified with
leading retail <chains selling food
products, principally the OK Bazaars and
TM Stores, Lucullus Supermarkets, the
Farmers Co-op and other members of the
Zimbabwe Retailers Association (63). For
the supply side, data was evaluated
through the largest producers of packed
tomato and fruit juice in Zimbabwe, -
Cairns, Lemco, Lyons Brook Bond, Olivine
Heinz, Mazowe Citrus Estates Ltd, and
Schweppes (Central Africa) Ltd, (70).




(i1, The Comparability test for Data
evaluation was not fully possible as a
practical method for the Survey, as few
Tropical African countries have per
capita consumption data in sufficient
detail to provide comparable standards
for different segments of the market.
Zimbabwe is moreover unique in several
ways that do not make direct comparisons
relevant: it has a well-developed
manufacturing base, a market that has
been nabituated to extensive protection
since the isolation of the UDI period,
1964-1979; and it has retained a large
non-indigenous market for manufactured
goods.

(121 Proportionality tests were applied to
market survev data to ensure that the .
resulting demand values are consistent
with the spread of household income, and
the supply vaiues in other segments of '
Zimbabwe's ZIood industry. As historic
data are not available for market demand,
and In the series that are available I
substantial non-discrete <changes on
rolumes appear to be typical, it was not
considered ippropriate to attempt '
regression analysis in reaching
conclusions on projected demand. l

3.A.3. DEMAND AND MARKET ANALYSIS

3.A.3. 1. The Market Demand Analysis : Zimbabwe

A Survey was conducted to find out what products
rould ke processad at the ACI Norton factory site
frcm plant material that could be grown at the
Norzzn farm. Having ascertained the farm
potantial for citrus and tomato crops, the Study
researched data for the current and projected
Domestic and Export 2emand for:

(i} Clanned Tomato Products, peeled skinned
tomatoes, tomato paste, and juice. These
oroducts were selected for further technical
study following the survey of the market
potential [3.A.2].

e
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(ii) Packed RTD and DTT fruit juices and syrups
and Aseptic packs of single-strength Orange
juice were also identified for further study
following the initial farm and market
survey, (3.A.2].

Identifi . ¢ Product

The search for a market niche in tomato-based and
citrus preducts is world-wide, and gaps on retail
sheives are rapidly filled by new product
recipes. New producers are unlikely to be able to
discern specialist niches for new products,
unless they spend substantially on market
research and product development, or begin
production on a very small-scale “kitchen' basis.
They are therefore constrained to compete in
known product ranges for which there are proven
technologies and established markets.

Zimbabwe is relatively well-supplied with the
ranges Of processed foodstuffs that might be
grown and processed by ACI at the company's
Norton farm and factory site. Canned vegetables
and fruits £rom domestic and imported sources are
strong selling lines, and supply has recently
been increased by new entrants to the market,
domestic and foreign. The least-risk crops in
which ACI and 1ts sister company have most
experience are tomato and orange. Supply factors
justifying this selection are fully described in
Chapter v.

Tomato Products

Our Market Survey suggests ACI would have
difficulties in meeting competition by producing
tomato soups. ketchups and sauces, as well as
packed fruits, jams and confections, unless these
were formulated in such a way as to appeal to the
very fragmented Zimbabwe market, ([3.A.3]. It
would have some chance of acquiring a local
market share for tomato paste, peeled tomato and
juice from 1997, but other suppliers currently
saturate the market and are likely to meet growth
in demands. We do not consider growth prospects
for peeled and juiced tomato to be strong enough
currently to justify investments in plant to
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produce them. The strongest domestic and export
market among those tomatc products we have
considered is for tomato paste. We have therefore
identified this product as the best prospect for
ACI, despite current market constraints, and
conditions for meeting a possible market gap have
been studied and costed.

Citrus Products

Existing suppliers meet current demand for most
citrus based products, -drinks, Jjams and
marmaiades, confectionery and canned fruit. The
range of <£fruit Jjuices syrups, squashes and
cordials in retail outlets serving both high and
low income groups and evidence from leading
retailers and producers in Zimbabwe inferred our
detailed product surveyv should be of aseptically-
packed orange juice. No pure orange juices or
other single strength fruit juices are produced
industrially in Zimbabwe. Ready to Drink (RTD)
juices with additives produced currently are
selliing £faster, albeit in smaller volumes, than
Dilute to Taste (DTT) crushes and cordials.
Market penetration tests for a pure orange juice
have been available through recent imports of
South African aseptically-packed fruit juice
ranges. These have keen sufficiantly encouraging,
despita the high crices at which these packs
sell, zo warrant further study, [3.A.3].

Existing Suppliers

Existing suppliers of tomato and citrus products
have strong historic links with trade, catering
and industrial buyers in Zimbabwe. This implies
that ACI will meet Darriers to entry in many
product lines. We therefore suggest limiting
products and pack sizes to those with strong
appeal in the largest fastest-growing market
segment in which ACI will have some supply
advantage, (3.A.3). In our identification of
preducts £for ACI, we have considered the
production and market development in Zimbabwe and
the Region, for an unsweetened, single-strength
orange juice packed in the popular 250 ml
Tetrapak, and a 115g canned tomato paste. These
are preducts already familiar to the market, and
for which there is readily adapted technology.
Our survey accordingly investigated in detail the
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market demand and supply conditions for canned
tomato paste, and aseptically packed orange
juice.

Future Product Options

Once ACI has established its Farm and Factory
production systems, It may, using its in-house
food technoioay skills, develop other pack sizes
for its basic products and new recipe products
that are so far rare in Zimbabwe and the Region.
ACI may embark on the production of 3-5 litre
cans of paste, partly to store surpluses from
bumper crops of tomato in the height of the
growing season for re-canning later, and partly
to supply shortfalls in the catering market.
Diversification intc tomato juice production
could be achieved by reconstituting tomato paste,
(76) . Among the rew recipe products it may
develop <Zfor which small niche markets are
beginning to emerge in the Region, are Tomato
Bolognese Sauce, Tcmato with Herbs, Tomato with
Chili. XCI may embark on the canning of beans,
peas and other vegetable crops which will have by
then bteen tested at the Norton Farms, (72).
Samples ¢ dried tomato that are selling well in
Zuropean  markets Zrom suppliers in the
Medirerranean area were shown to ACI, but the
company s geared o a larger production base
than solar drying requires, and would have no
competitiv advantage against small scale
producers of dried tcmato that should soon emerge
among the Communal Farmers of Zimbabwe.

Among the new Fruit blend beverage recipes that
represent later product options are Orange with
Ginger, Orange with Cinnamon, Citrus Fruit
Cocktailils, etc. Differentiated packaging and
product formulations offering Unique Selling
Propositions with novelty appeal are regarded as
particularly important for Fruit Juices for the
high income housenold markets in Zimbabwe.
(Product familiarity if not Brand Loyalty is
important for Tomato Products selling to lower
income households). Plans :o produce a locally-
blended nectar have been abandoned, given the
high quality connotation the word “nectar' has in
Zimbabwe, and its unfamiliarity in the market.
further brands of dairy products of yoghourt with




fruict juice flavours are planned by market
leaders, but are unlikely to supply more than 2%
of the market, (70). Given the rising market
prosvects for new fruit juice packers, ACI may
later consider producing 1 litre packs for the
higher incowe households and catering trade.

Retailers confirmed our finding that 250 ml packs
quencn the thirst more than the 200 ml packs;
that the 1 litre packs do not sell as well as do
the 250ml packs; that the 200 ml and 1 litre
packs might represent unprofitable pack size at
this stage of market development. It 1is also
possible, given the fruit juice technology that
it will have and the number of new citrus
orchards planned for the northern regions of
Zimbabwe, that ACI may also consider producing
its own orange juice for packing to displace
imporcted orange concentrateé and to compete with
output from the present supplier Mazowe Citrus
Estates. We do not think this should be attempted
until supplies from new citrus growers reach a
peak In 1998/9, until transport costs for raw
fruiz are substantially lower, and production
costs are significantly lower than the border
oricaes for imported ccncencrate and supplies from
Mazcwe. The location of any new plant to produce
orance ccncentrate I Zimbabwe should also be
carafully related tc zhese factors.
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Products Identified for Further Study, By

Processing and Packaging Method, for ACI

FROSUCTS ZROCZSSING ZACKAGING  CUSTOMS -
wETECD HS CODE

TIMATC 20021000

rasce Zvapcracicn Can 20029000

CRANGE 20091900

Juice Filling

Aseptic pack

Identified Products, by End-product Weight in
Cartons for Further Study:
3RCLUCTS ZACK TACK SIZE NUMBER CARTON
CF PACKS WEIGHT

z =ml Fer carton kg
Fast2 tan P-4 o3 2.76
tITEUS
Juic2 T2tri fak 230 mi el 2.10

Current and Projected Domestic Demand
The vear 1293 135 not Cfeen a good time to invest
in <ccasumer csroducts in  Zimpbabwe. With the
decline i Zimbabwe's GDP growth by 11% in 1992,
per capita ccnsumption has slowed, and declined
Dy 5.6% overall in 1992, Consumption is expected
by the Worid Bank to remain negative until 1995,
put I the Government is successful with its
Struczural Adjustment programme and its response
1 2 drcuaght, GDP 1s projected to rise
ana by 7% in 1994, (49). We analyse
~he current domestic and export markets in the
following section f3.A.3.2], and the projected
growch in cthe markets in section [(3.B.a.l4].

to ths .92
6% in .29
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2.12 Zimbabwe's Current Demand for Food Products

2.13

Zimbabwe's current market for processed fruit and
vegetables has been depressed by supply and
demand factors induced by the drought. The
failure of the rains in 1991/2 reduced the supply
of fresn foods aveilable to the market, with the
consequence that shortages and higher prices
forced an immediate switch into canned and dried
foods. Food prices increased by more than 70% in
in 1992 over 1991. According to the Retailers
Association of Zimbabwe, the proportion of Retail
Sales attributable tc food increased from 62% in
1991 to over 80% in 1892, (63). Leading retailers
such as OK Bazaars with 36 stores nationwide plan
to meet the change :in demand with increasing
allocations of store space to foodstuffs, and
lower space allocations for housewares, softs,
clothing and furniture, (64).

Although  processed foodstufE manufacturers
benefitted in the shortrun frcm the switch in
consumption, the reduction in disposable income
and purchasing power during 1992 and the first
halZ of 1993 meant <that sales could not be
sustained. The food rrocessing industry ended
1992 with only a 1.3% increase :n sales, while
Textilas suffered a 22% £all, Clothing 16%,
Metals 1%, Chemicals 13%. The rposition in Feb
1993 was that the lower end of the market demand
has reduced its cconsumption of canned goods, and
suppliers are trading down to meet this level.
The upper end of the market is more bouyant and
is 2xpected to resume 1its normal rates of
consumption for processec foods. OK Bazaars plan
an increase in the number of stores under the OK
Bazaar banner for the lower end of the market,
and increases in sales through their upper end
stores under the Bon Marche banner in 1993, (64).
With an economic recovery driven through ESAP,
leading food processors and importers are
anticipating restoration of demand in Zimbabwe,
with increases of between 3-9% over 1393-2000.




3.A.3.

The Zimbabwe Domestic Market
For the product <range -envisaged for ACI
comprises:

(1) the Household Market
(2) the Hotel and Restaurant Trade
(3) ZInstitutional End Users and Wholesalers,

The Household Market

The Household Market represents the largest
effective demand segment for processed
foodstuffs, now and in the future. Currently 72%
of all foodstuff sales are through retail
channels to private households. Nationally, about
35% of total disposal household income is spent
on foods of all kinds, with a proportion higher
among low than among nigh income groups. ACI will
be able to get a wmore precise measure of
consumption from the forthcoming Household Income
Consumption and Expenditure Survey conducted in
1220/%1 by the CSO, (45). This Survey is also
expectad to confirm the highly skewed income
distribution in Zimbabwe.

In Table 3.A.3 3.4, we give 1992 estimates of
Zimbabwe's *Household inccme by income range. In
Column 2, all income ranges include a proportion
of Cwn Prcduce Consumed (OPC), as high as 75%
among 1.52 million households in group E, and
ciose to zero among the 75,000 AB households in
urban Aareas. In Column 3, the number of
households 1n each income range is given. The
CSO's Preliminary Report on the 1992 Population
Census gives the average size of Households at
4.8 persons, and the total Zimbabwe population at
10,401,767, (38).

From this we derive a total AB market size of
389,000 persons, and a CE Market size of 10.012
million. The +rural/urban divide is not easy to
define, nor 1is it particularly relevant in
measuring access to formal sector cash employment
and  access to distribution outlets for
manufactured and imported products. Zimbabwe has
a relatively high rate of urbanisation. The
drought accelerated urban drift. Relatively good
infrastructure enables many rural people to visit
the towns regqularly and to mix in the monetary
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economy. MNo prospective investor in prccessed
foodstuffs regards the rural population as
entirely outside the potential market.

Distribution of Households in Zimbabwe, by Income
Range.

i s :z 4 5 s

Inccme “coer Nlumbers % of which

3roup Zange Housenolds

Z8/mnch m11llionse Rural Urban

A 1220 I22 i3 201 220
= 3z =0 2.2 128 155
by LIz i .4 ze2 265
z Tz 39 21.8 L322 167
= I3z 2.230 3.0 240 230
Tszal 2,157 P s 4 1.32 .547

3na Marxet Z2searcners

The Household Market

The Househcld Market in Zimbabwe i1s customarily
Splic into two xev segments, very different in
characcer:

(1) The AB Market, which is high income and low
density, comprises mainly non-indigenous
families, ZEuropean and Asian, but which
since Independence has included a rising
class of successful, well-educated,
indigenous Zimbabweans. These households
have an international taste for good
guality, industrially-produced, convenience
foods. In 1992, the AB market is estimated
o numpber 289,000 people, of which 95% live
in the urbarn >r peri-urban areas, enjoying
1ousehold incomes from Z£ 1501 a month, with
a mean of about Z$ 2750 per month. The
Eurcpean population of Zimbabwe numbering
apout 100,000 people sets many of the
cultural sctandards in consumption habits,
and may be expanding with some net
immigration as disillusioned Europeans quit




the continuing troubles of South Africa.

Of their disposable income, AB and upper C
income group households spend about 25% on
food. The AB consumption of industrially
vrocessed fruit-based drinks in Zimbabwe is
comparable to levels attained in the fully-
industrialised nations of Europe and North
america, at 21 litres per capita a year. But
consumption of processed tomato products is
lowered overall to an estimated 1.02kg per
capita a year by the low price and abundance
of fresh tomato for processing and cooking
at home, and by the 1low wages and
availability of domestic staff, (66).

Tomato sauces and ketchups have a continuing

‘perennial market among high  income

nouseholds, but other ready-made tomato
products juices, peeled tomato and paste do
not have the same convenience appeal as in
labour-scarce economies of the
industrialised world. Nor do canned products
have the same allure for Europeanised
mouseholds as they do for CE households
smerging from traditional tribal cultures.
Cnly during the winter months June to
September when fresh tomato is scarce do AB
households tend to buy and use considerable
amounts of peeled, juiced and pureed tomato
products. Packers store tomato harvested and
canned during peak supply months October
through May, and distribute to the market
from June-September to meet demand rising by
30-40% above the annual norm, (70). Because
of the prevailing preferences for f£fresh
foods and antipathy to canned products, per
capita consumption of tomato products among
AB Households is still low at less than 1.02
kg a vear. This compares with OECD
consumption rates for processed tomato per
capita of 29 kg in the USA, 26 kg in Italy,
8.4 kg in the UK, 4 kg in Japan, (55).
Retailers reporting rapid increases in sales
of more than 24% a year before the drought,
report sluggish sales since, consistently
high among wealthier households, but low to
zero among the poor.




Because of their higher and meore reliable
spending power, AB households are less
elastic in their response to price changes
for food products. They have been the main
market for high quality high-priced imported
Zcod products appearing in Zimbabwe's shops
since the introduction of OGIL, (17). There
is a strong interest in the glamour of
foreign products, conspicuously more modern
than Zimbabwe's own. This applies
particularly to fruit-based RTD and DTT
drinks, and to vacked fruit juices, which
many AB consumers have tasted and enjoyed on
their holdiavs :in South Africa and Europe.
{The product range is shown at para 3.B.a.1l0

South African Zruit juice ranges imported
frcm CERES and FRESH-UP 100 have been
selling at Z$ 12 for 1 litre packs 1in up-
market stores 3and supermarkets, against
local PVC bottled juices from SUNSPLASH and
CASCADE at an equivalent of Z$ 6.8 a litre,
f3.A.5.4.1]. Despite their high price, CERES
snd FRESH-UP are reported to have gained up
=C X% of the preccessed fruit juice market in
Zimbabwe. Canned fruit drink products that
3ire a near substitute for pure fruit juice
nave also been entering the Zimbabwe market
from packers in che region, and have given
rise to protests from Zimbabwe producers, to
the extent that a Government ban on such
imports is anticipated, though the reason
given for the possible ban is environmental,
-the risk of litter from non-returnable

cans.

Excluding DTT crushes made from non-citrus
fruit, the per capita consumption rate for
the AB market is put at 18 litres a year.
This compares with an EEC annual average of
25 litres, and with a peak per capita annual
consumption rafse in Germany of 36.2
licres, (71). Of this, the AB market for
orange ijuice is estimated at .84 million
litres in 1992, derived from a per capita
consumption rate of 2.16 litres a year
growing at 4-9%. According to leading




(ii)

retailers, this growth in consumption 1is
almost as rapid among the lower income
households.

The CE Market, which is the low-income, high
density fraction of the Zimbabwe population,
is estimated to number 10.012 million
veople, of which 73% live in rural towns and
villages. Although this fraction of the
market is known as "high density' because it
is typically crowded into small houses in
small urban plots, the larger part of the CE
market is scattered in the rural areas.
dithout extensive cash employment, most of
Zimbabwe's lowest income groups live a
subsistence existence on their own produce, -
OPC. Nearly 1 million households in the E
income group are of this kind.

Some cash income for E group households is
derived from crop sales and rural
remittances from relations living and
working in urban areas. Not much if any of
this cash income is saved. It has to be
spent on bare necessities that cannot be
grown locally, - salt, clothing, tools,
school fees. The dependency on locally-grown
foodstuffs is very widespread. It was this
group that has suffered most from the
effects of the 1991/2 drought. At the upper
and of the CD income group however, cash
incomes from formal sector employment have
been expanding since Zimbabwe's independence
in 1980, principally from expansions in
urban manufacturing and service industries.
In Harare, formal employment expanded from
271,000 in 1985, to 352,000 at the end of
1991. In Chinhoyi, from 5,100 in 1985, to
8,200 in 1991. Cash earnings in urban areas
however have not risen as fast as numbers
employed, and with rising inflation reaching
50% in 1992, many real incomes have
declined.

Nevertheless, it is to the mass market of
the CD income groups that tomato and citrus
products have their main appeal. Canned
goods and bottled fruit drinks represent a




progressive lifestyle to which CD households
aspire. The modern, urbanised appeal of
industrially processed foods is growing as
a supplement to the cutomary diet of
traditional nouseholds in Zimbabwe. Tomato
.sauces are, have always been, a part of the
traditional diet. A chaser of tomato sauce
sharpened with chili has been made for years
as a crafts product to be drunk with beer in
Zimbabwe's beerhalls. Even more widespread
is the use of tomato sauce with Zimbabwe's
staple food, the mealie porridge -sadza.
Traditional CC households urban and rural
have a main meal usually in the evening of
sadza, usually with a sauce or relish, -sumu.
The sauce is invariably made of vegetable,
sometimes of meat or fish, (25). The
vegetables used for the sauce are greens,
onion and tomato. The per capita consumption
rate in housenolds buying canned tomato 1is
.086 g of tomato per 1 kg of porridge. The
average consumption rate in normal
circumstances for sadza is quoted at .5 kg
ver capita per day, and .2 kg for tomato,

65) .

Small Zamily-sized 210 ml tins of tomatc
caste with ZIts rich £flavour consequently
enjoy a large sale among CD housewives.
Since omato paste represents a
concentration of £lavour from six times as
much fresh tomato, it 1is increasingly
popular as a sauce ingredient. At an average
price equivalent of Z$ 10 per kg against the
average 1992 price 2$ 20.4 for six kg of
fresh tomato, tomato paste also enjoys an
immense price and culinary advantage.

This factor is of great importance in the
market growth for tomato products,
principally paste, of whatever
concentration. The CE market segments are
very prilce-conscious, as they have to be
with the real value of their cash incomes
shrinking, (74). All stores 1led by the
supermarket chains resort to frequent Sales
and to price discounting in order to attract
custom, and have increasingly large ranges




of “loss-leader’' goods. Some retailers
report day-long runs on stock in common use
as a result of a widely advertised price
reductions. Sales also leap with increases
in income, retailers say. Processed Tomato
sales are regarded by Market leaders as
capable of “massive growth', (63). From these
reports, we calculate a price elasticity for
tomato products at 1.25, and a latent demand
chat could increase sales by 25% a year if
supplies were available. Current per capita
annual consumption in the CE income group is
estimated at .06 kgs overall, compared with
the OECD average 17.1 kg pa. The consumption
rate in Zimbabwe is lowered by the
subsistence 1lifestyle of E group rural
nouseholds. Within the CD group however, the
consumption rate for tomato procucts 1is
astimated by market leaders at 0.14 kg per
capita per vyear, and is likely to grow at
tetween 10-25% from 1993/4.

A healthy market also exists in the upper
end of the CE income group for fruit drinks,
mainly those presented as low-priced DTT
squashes and cordials, and RTD drinks with
strong acidic flavours. The seasonal
Zluctuation in citric drink consumption is
aven more marked than among AB households,
with a rise of between 15 and 20% in sales
during the warmer season, August-May.

The year-round average per capita
consumption rate for citrus based RTD and
DTT drinks in the CE income household group
is 3.8 litres, of which 'pure' orange juice
consumption has been about .08 1litres a
vear. With over a population of over 10
million, CD households consume .71 million
litres of fruit juice products a year. Long-
term growth for all groups is estimated by
leading retailers at 6-8% a year.
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3.6. The Hotel and Restaurant Trade in Zimbabwe

Hotels and Restaurants in Zimbabwe are large
users of canned tomato products and fruit juices.
This study appears to be the first making
estimates of actual consumption. Despite the the
sconcmic benefits cf local sourcing to meet
demand <from domestic and foreign tourism, no
study has yet been made of the market for
locally-manufactured products in Zimbabwe's 71
graded hotels and tourist lodges, (67).

This market has been growing steadily since
Zimbabwe's independence in 1979. Foreign
tourists visiting Zimbabwe have increased from
268,410 in 1980, to 636,676 in 1991, when 42%
came from Southern Africa including tke RSA, and
i6% from high-spending tourist-generating
countries of Europe the Americas and Asia, (68).

Because of glcbal recession in 1992, and civil
turmoil in RSA, no increase and indeed some
reduction in foreian ctourism was expected for
1992. Domestic tourism in Zimbabwe, where foreign
exchange for overseas travel 1s rationed,
normally represents a high proportion of
pednignts sold, -over 50% in 1992. Of a total
1.325 million Dpednights estimated as sold in

1292, we =stimate ~2%,300 were sold to Zimbabwe

- o

residents, 530,000 o foreign tourists.

Per capita consumption rates for processsed
tomato and fruit juices 1in tourist hotels are
comparable with levels in OECD Countries, (55).
Food and Beverage Managers catering for tourists
have a continuing preference for the reliable
product quality of industrially-prepared foods,
over fresl foods that need to be selectively
prepared and cooked for tourists' consumption.

Restaurants outside hotels that are considered
likely to sell tomato products and processed
fruit juices number S20 throughout Zimbabwe, and
cater for an average of 20 clients a day, mainly
AB income group wage earners. A large number of
traditional restaurants serve sadza and
sumu, (25). The overall per capita consumption
rate for tomato products other than ketchups
sauc2s and soups in Hotels and Restaurants is
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estzmated at 11.48 X3 per client per year,
creatzag s segmental market of 161 toms in

-

1892, [Z.3]).

Demand <Sor Tomato Products by BHotels and

Restaurants in Zimbabwe, 1992

=CTEL: SEDNIGHTS SER CAPITA TOTAL
3CLS CCNSUMPTIC SALES
kg pa tpa
- .z23 24.0 87.2
ZESTACURANTS ZUSTCMERS
SERVED =
zZ23 2.73¢ 7.2 74.0
TCTAL .12 1.8 161.0
Seurce: Zor2_l2rs and Xestauranters escimates,HIRAZ (67)
Notes e 71 nztels are :iicse graded and licenced by che
dinistrv I tzne Znvirconoment ana Tourism, simbabwe.

Hotel & Restaurant Demand in Zimbabwe for Fruit
kased Drinks & Juices

Some rzod :nd EZeverage Managers appear to be
r8sistilngy o2 use of trocessed tcomato, preferring
ZCs zuv - Irssh cmatces when they are available,
3nd r2sorting T3 canred tomato products only in
the winter season when the fresh fruit 1is in
shorz supply. Usually nowever, Tourist hotels in
Harars and Victoria Falls buy and use processed
fruit juices and ccrdials, rather than prepare
juice-cased Zdrinks from fresh fruit. Leading five
star zoteis tuy-in juices, squashes and cordials
from Zimbabwe processors for their restaurants
and tars, and only occasionally use small amounts
of ZIresn crange, -iess than 1% of total sales.
The consumprion rate for fruit juices based on
orange 1s estimated by leading Food and Beverage
Managers at 31 fZresh Zruit equivalent of 0.068
ligras cer c:apita rer day in hotels, and .0S
itres per capita cter day in restaurants. No
zlear :nduscry wide split of fresh and processed
fruiz-ptased .Jrinks was evident. Total catering
demanc Zor nacked orange juice is estimated at

4.‘
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.28 million litres a year, some of it met by
Mazcwe orange concentrate.

Demand by Hotels and Restaurants for Fruit Drinks
in Zimbabwe, 1992.

Z0TELS SEDNIGHTS FER CAPITA TOTAL
SOLD CCNSUMPTICN SALES
b | <g pa fje tpa
I 2.225 <5 90.75
ZESTAURANTS faget
ZERVED
S28 :.7%6 23 187.2
TCTAL s..2 277.95

Institutional End Users

Industrial vackers supplying the catering
companies and institutions are in the case of
tcmacto vroducts either seiling direct from the
facteories or through wholesalers. Some tomato
Sreccessors  supply  treducts  fcor  distribution
thrcocugh major f£ood ccmpanies, as LEMCO once did
ané ncw SOLOMIO do Zor Lyons Brook Bond. Fruit
juics manurfacturers I Iimbabwe buy concentrate
from cthe Anglo-amer:ican processing £factory at
Maczcwe, 3 source zhat until recently was a
moncpoly surpiier, and recenstitute it to produce
DTT and XTD julces, carbonates, squashes and
ceoréials of wvariocus xinds. These products are
then sold :into the household market through
normal retail channels, to hotels and
rascaurants, t©o wnolesalers supplying the retail
and ccher markets, and to Institutional end-
users, such as schools and canteens.

The splict of product sales between market
segments 1s not at all clear for any product
line. Considerable secrecy shrouds output totals,
distribution channels, and market share. Some
supplies of tcmato product sold to other food
packers, institutions and catering companies find
their way back intc the open market and meet a
small portion of tourist and household demand.
Juice and paste are used by packers of for
axample Beans in Tomato Sauce.

Fruicn juice packers supplying bulk to
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institutions and catering companies do not trace
sales routes thereafter and consequently treat
trade buyers as a separate market segment, with
known outlets given preferential distribution
privileges. To avoid double counting, we have
assessed the Institutional Market as a residual
and matched it to both tomato and citrus volumes
marketed in Zimbabwe. These volumes are
ccnsistent with the per capita consumption rates
fcr processed tomato products and for fruit
juices based on orange, and are verified by such
market research as has been carried out in
Zimbabwe for example, by Probe, and Quest
Research Services, (66) .

End-use analysis for cans is carried out in
Zimbabwe bv the only domestic supplier, Carnaud
Metal Box, (69). Out of a 48 million can
capacity, Carnaud Metal Box sold mainly to food
processers 39.5 m in 1991, and 43.6 m in 1992,
with about 47% in 1992 going to Baked Bean
vackers, Cairns, Olivirne Heinz, and others. (Non-
fcod applications are motor oils & chemicals). It
is estimated that 1,520 tons of paste, peeled and
juiced tomato were packed in cans in Carnaud
Metal Box cans of wvarious sizes in 1992 for the
dcmestic market:

Estimated Sales of Cans by Carnaud Metal Box
for Pood Packing, by End Use, Zimbabwe 1992

2rcduct cans m Tonnes
Tomato pased 12.2 2990
of wnich,

Tcmato products 5.0 1590
Other Veg 5.9 2598
sam 7.4 4030
Fruirc <.0 1834
Meat 14.1 3042
Terail 3.4 14485

Source: Reta.l Trade, Zimpbabwe.




31.A.3. 31.12 Pamestic Demand for Tomato Products Sales Volume
Estimates, by Market Segment, Zimbabwe, 1992.

z 3 1 3
“ARKET F2PULATICN FER CAPITA TOTAL  §
IZGMENT SZRVED ZZXSUMPTION SALRS

= xg pa “pa

L. ZIUSEROLTS PR 2.391 364 30
=Z Wnisn. AB .339 ..32 398 s
2.38 z56 s
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Izurces: i2Tal.2rs ana Marcet _eaagers 1 Jlacapwe May 1993.

3.A.3. 3.13 Domestic Demand for Tomato Products,by product
by Product Composition, Zimbabwe, 1992.
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3.14 Domestic Demand for Fruit Based Drinks

1.

Sales Volume Estimates, by Market Segment,
Zimbabwe, 1992

z 2 3 4 3
4ARKET POPULATICN BER CAPITA TOTAL %
SEGMENT SERVED CONSUMPTION SALES
m litres pa tpa 000
1. ZQUSEHOLDS 10.4 £.33 45 41
cf wnich,
AB .389 18.00 7 [
CE 10.012 2.8 38 35
2. =ZOTELS and
XESTAURANTS 5.12 7.22 37 34
3. ZNSTITUTIONAL na 28 25
TZTAL _l0 100
Nete: 1250 Litres IS = 1 tonne
ifa = fresh juice egquivalent

SALES FORECAST AND MARKETING OF PRODUCTS

Domestic Market Penetration

The Market survey of Zimbabwe's supply side for
the identified product range suggests strongly-
placed competition for any new products that ACI
might produce. There is a wide range of tomato
and fruit juice products, both domestically
produced and imported, see below [(3.B.a.4 & 7].

Zimbabwe food packers have been however unable to
modernise their processes and product designs.
The reasons for 1low quality in product
formulations, and cut-of-date packaging, are
given as:

(i} the continuing shortages of, and controls
on, foreign exchange for imports.

(ii) the protection from foreign competition that
has given most manufacturers a protected
market behind high tariff frontiers




3.B.a.

(111) the uneducated state of the market which
in all income groups has been habituated
to take whatever Zimbabwe industry has
been able to supply, (63).

(iv) suggestions that the small size of the
food industry enables cartelisation
practices, such as trade agreements on
price and market share. The use of low
agrade tomatos for processing and of
preservatives for fruit juice products
provides all competition with great scope
for quality improvements.

The Supply of Tomato Products

The supply of Tomatoc Products to the Zimbabwe
Market from domestic sources was restricted by
capacity limits 1989/91 and by raw material
shortages during the 1991/2 drought. Carnaud
Metal Box was obliged to ration supplies of open-
end cans and flats to packers in Zimbabwe and
neighbouring countries because of the shortage of
foreign exchange allocated to import tinplate
from South Africa.

Few alternatives to canning exist. Much tomato
and cther vegetable output from Communal Farms is
sun-dried and stored for OPC, or marketed
locally. Recent bids by Swiss freezer companies
to sell freezing systems to Zimbabwe have
faltered, because of the limited electricity grid
and uncertainty of power supplies, even in
Harare.

Because of constraints such as these, latent
demand 1is believed by retailers to exceed
effective demand by large margins. Market leaders
assert the market's latent demand has been and
still is wunmet, with & substantial sales
restricted first, by supply shortages ana second,
by lack of purchasing pcwer. The gap has not been
filled yet by imports. Because of the tariff
barriers and transport costs, imports are
estimated to be negligible, at 6.4% of totul
tomato product demand by wvolume in 1992. The
Zimbabwe's total domestic supply is estimated at
1,590 tons in 1992, comprising mainly peeled and
paste tomato, [(3.A.3.13.]. An export market
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absorbed about 20 tons. Nine companies are
currently engaged in supplying the market from
factories in Zimbabwe , and major new capacity
investments to meet projected demand are
imminent:

Processed Tamato and Tamato Based Product Packers
in Zimbabwe, Feb. 1993

1. Cairns Foods Ltd, (TOMANGO & BORDER STREAMS)
Upton Road, Ardbennie, Harare, Zimbabwe. Tel
87741.

2. Lemcc, Zimbabwe Ltd (Lever Bros) (CASHEL
VALLEY) 2, Scirling Road, Workington,
Harare. Tel 61941.

3. Olivine Industries (Pvt) Ltd (HEINZ) 36,
Birmingham Road, Workington, Harare.Tel
59961.

4. Rab Roy, (RAB ROY), PO Box 2322, Harare.

5. Lyons Brook Bond, (GIBCAN), PO Box 290,

Rusape.

6. Wombles, (WOMBLES) PO Box HG 402, Highlards,
Harare.

7. Steers, 12 James Crescent, Harare.

8. Nutresco Pvt Ltd. (COUNTRY KITCHEN) Simon
Mazorodze Road, 20 Box ST 61, Southerton.

9. Pantry Pride, PO Box HG 253, Highlands,
Harare.
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5.

Tomato Products, Retailed in Zimbabwe, Feb 1993.

SRODUCT JOLUME PACKAGE PRICE Z$ BRAND NAMR SOURCE
furee 310 g <an 5.05 GIBCAN for Lyons
Broak Bond 2Z
Sauce 375 mi steb 3.65 RAB ROY Rab Roy Z
Jaste 12 mi can 2.80 TOMANGO Cairns 2
Sumu & =ans 135 3 can $.58
Turee 210 mi zan 4.80
1S ml zan 2.80
Sauce 3175 mi gstb .70
Feeled 300 a san £.40 CASHEL Lemco 2
VALLEY
Juice 310 @ san 1.80
Sauce 370 ml stagb 5.70
Sergersauce 373 mi stap 4.80 Steers Z
Marinade 50 mi stao 15.80 AXOMBLES Wombles Z
Ssup te g sachet COUNTRY Nutresco Z
KITCHEN
Sauce RS- § sachet PANTRY 4
PRIDE
Fresn T:ms L kg tack 3.40 Local z
Srowers
Imported Tomato Products:
furee 110 a san 3.80 ALL GOLD Langeburg,
RSA
Teelegq 220 7 can 3.50 KOO
‘aste PRI Tan .95 KOO
Zeei2d 13 3 zan .60 GOLDCREST Goldcresc,
RSA
Tae.22 2°C Tan .73 FOT O'GOLD  Verpack RSA

Tomato Products Suppliers' Market Shares

~he -srals in 3.3.a.7. represent estimates of
actual, effective demand, as measured by sales
figqures from market leaders and retailers. There
ig axcensive oplagiarism in African product
manufaccuring. Sales data nave been supplied to
us in confidence. In order not tO breach
commercial confidentiality, we are obliged to
consolidate ccmpany market shares.

There are three well-established market leaders
supplying the Zimbabwe domestic market. These
market leaders have a 63% market share. The
balance is either met by other smaller domestic
suppiiers, or by imports from South Africa. Note

that zwo important new domestic suppliers are
expected to enter the Zimbabwe market in 1993.
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Sources of Supply of Tomato Products and Market
Shares, Zimbabwe, 1992.

SOURCE SRODUCT [By Numper from 3.A.12]

) z 3 4 TOTAL %
Mariket L_2aders +59 =30 :8 9 995 63
Jthers parn s -3 31 36 493 21
Imports 14 <z 5 7 102 5
Total 583 =22 35 111 1590 190

The Supply of Fruit Based Drinks

The domestic supply SI fruit drinks in Zimbabwe
:g dominated Dby azowe Citrus Estates, @&
subsidiary ot anglo-american Co of South Africa.
Trom ageing cCitIrus crchards 30 kms from Harare,
azowe narvest a declining yield of oranges which
i= processes into 3 -cncentrate. Packed in 2.9
and 3 litre g4rums -nis product 1s widely
discributed =o ZIimoaobwe fruit juice packers,

caterIng cutlists, and =2 some export markets.

Processed Citrus Juice Packers

td, (SUNSPLASH)

1. sfrican Sigciilers
srapleford Zox 1346, A Rochelle, Harare.

“wasvingo. Tel 2301

2. Schweppes (Cencral Africa) Ltd, (CASCADE,
MAZOE), PO Box 206, Woolwich Road, Harare,
Tel 52661.

3. ~imbabwe Fruit Frocessors Ltd, PO Box 175,
Mvurwi. Tel 25720829

4. vMazowe Citrus zstates, (MAZOE) ,Mazowe. Tel
175 2431

5. Reckit & Colman {PURITY) 1,

Harare
6. Solomioc Farms Pvt Ltd (GNURMET FINE FOODS) ,

0 Box 125, Ruwa.
7. SJani Investments (pvt) Ltd, (La ROCHELLE
Canning) <6 Edson Crescent, Graniteside,

yarare. T2l 790867.

Melbourne Rd
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itzus Products, Retailed iz Zimbabwe, 1993

FACKAGE FPRICE'ZS BRAND MAMR  SOURCE

FRCCUCT TOLUME
lemon Juice 230 g Sexb.  9.59 GOUmNEY Soiomio Z
_amon sarievy 7S mj scep 1.59 PURITY Reakit &
) Colman
lrance Zariev 7% mi scoo .80 PURITY L 4
Ture Juiise 250 mi Iczp 1.38 SUNSPLASR Af.Dis 2
Tzt Mix 233 mi scco 2.80 CASCADE Lyons Z
lrange Crusn I3 =i sceo 3.30 MAZOE Scheveppes 2
Sravefruic CASHELL
seagments 223 ¢ san 4.95 VALLEY Lemso Z
Fresan _emone <3 lsase §.80 losml 2
- - . . Fronese
Fresn Crange - <g _scse .80 Loeal S
growess
Orange Drinks Imported :into Zimbabwe
FRODUCT VOLUME SACKAGE PRICE ZS BRAND NAE SOORCE
Jusce L litre terp  12.30 LIQUI- Corns, RSA
Juice 230 mi zetp 4.00 FRUIT
srange FRESH- Presi-up.
-uice 250 mi zetp 4.00 U? 100 RSA
Zrange Koulagasi
2zanx 240 mi can 2.2¢0 FANTA ’ Sevessgus,
Botswama
rance Woolwsorchs
-uize somi zo 4.40  ORANGE-SIP  RSA
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II8Z - sCrewecsD dlass Sottle
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Scurces of Fruit Based Drink Supply and Their

Markec Shares, Zimbabwe, Feb 1993.

The Ilxpabwe market leaders in fruit drinks
crusnes and svrurs are Schweppes (Cencral Africa)
.td, and Lyons Zrock Soad, supplying 88 million
lilcres wa 19292, spprexamately 80% of total marxkec
suppiy. With iS5 widely adverrised and disctributed
Mazce Jrange Crush and Calypso

—~ .t

Srogoucts like

Jrznga Jvrug, 1o arious packs, Schweppes and

Lyens zcmpece wich 11 other Zimbabwe
ind with several importers.

manuztacturels,
Marker zi1ze .5 estimaced at 110 million licres a
'ear, =xpanding it i .ong-term growch race of 9%
i vear. 2Jer ¢apita coasumption is put at 8.4S5
licres 1 wear. :ales 1n 1992 were down 5% on
391, ut g 1 CJrevious years. Prices are
, but Schweppes and Lyons

v er

2xCremely compecicle
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with their ccmmanding positions and bulk output
are able to price on very low margins.

Recent :Imports from South Africa including up-
market fruit uices £from CERES and other
suppliers are Ctelieved to be increasing their
market share -2 petween 2 and 3%. For reasons
explained spove, < aports have some market
advantage at cthe cresent time, despite their
retail higher prices, :3.B.a.ll]. Market leaders
however state chat Import penetration can be
offset by export cpportunities in the RSA and
other FTA/SADCC Markets. The export market
absorked an =stimaced .: million litres in 1992,
(3.8.a.25]. The total cutput from the industry is
estimated ac 110.+4 million litres in 1992:

Sources of Fruit Based Drinks Supply and their
Market Shares, ZIMBABWE, 1992

SCURCE TILUME SUPPLIZD

Marxet Leaders
Ztner Zcomescic 3.

_mporcs 1.2

- mervem

3curce: Z2tal.ers ang Manutas:iuirers, Harare

Campeting Imported Products

Zimbabwe manuiactursrs have been exposed since
the introduction of ESAP and OGIL in 1991 to
increasing competit-on from imports. For
manufacturers orf processed tomato products in
cans and fruit drinks in cans and PVC bottles,
imports have represented a small but significant
threat to their market share. The AB market
appreciates the quality of imported South African
fruit Juices from CERES. is ready to pay a
premium price for quality and the novelty of
aseptic pac:zing in laminated cartons According to
rerailars, Jealthier hcuseholds have been buying
canned RSA tcmato prcducts, again in search of
‘international quality'. Imports from the RSA are
expected to increase in volume, and to decrease
in price as tariffs of 60% are lowered.




3.B.a.

15.

Zimbabwe manufacturing standards generally have
been protected historically, and will suffer from
modern competition, the SAZ Director has said."We
have to brace ourselves for tough external and
internal competition. Monopolies that thrived in
the UDI era and after independence are being
brought down because of ESAP, and more goods have
been placed on OGIL. Only quality and good prices
will be able to keep our products in good stead,"
(27) .

Many authorities anticipate increased competition
from imports in Zimbabwe's Domestic market. An
EIU report on Zimbabwe asserts that a&although
Zimbabwe's manufacturing sector had the same
potential as Agriculture and Mining to stimulate
growth under ESAP, the sector would suffer
initially £from "a painful shakeout" as macro-
economic parameters are adjusted, (60). By that
EIU means the removal of protection and
privileged access to rescurces.

Competing imports have been absent in the
Zimbabwe market as a result of High Import Duties
on Zoodstuffs and the presence of all foodstuffs
on the Negative List, (50). With the introduction
of OGIL and ERS in 1991, competing imports have
appeared in the Zimbabwe market, mainly from
South African suppliers, albeit at a premium
prices attributable to duties of 40-60%,
(3.B.a.4,5,10 & 11]. Imports from all sources are
set to rise from 3% of total domestic demand to
10% by 2003, market leaders say, (70). But
Imports can be offset by export opportunities,
mainly in the RSA.

From these market characteristics stem our
product identification and Quality Control advice
to ACI, investment opportunities for better
quality products, and the prospects for increased
market penetration by imports:




3.B.a.

3.B.a.

16.

17.

Imports of Selected Food Products into Zisbabwe
1991

*RQOUCT =S CIIE SOURCE VOLUME VALUE
<gs Zs CIF
. Tz:acces Biipubdpugory
Freservea pre .50 340
I.3toer sIlzecle Zctswana 11,400 9,803
creservea I8A 5 47
zsmacoes Zampia i4 a8
LitTes
3. Zrange slzeslz Auscralia 98 668
suice. lermany 3 S
JIner Than X 263 2,295
Iresn ana Uszamplique ..=30 2.188
irzzen ISA z 124
Iource: h-Sodu
votes: ~-e racorded .Tported voiumes and values are not fully
--ms1scent. iue := data collection difficulties at
+.stems Sncry Terss :nte Zimbabwe, tut indicacte chat

jma.. siumes were .Tported as soon is OGIL was

Zimbabwe's Projected Demand for Food Products

a &vnamic economy with long-run prospects of
crcwch 1n GDP, an upward shift in the number
~ousenolids wicth curchasing power for processed
cdscuifs can t2 exrected as incomes rise across
e =ccnomy. AB Inccme dJroups are likely to
increase their income share, and many households
in the upper (D household income groups with

-neir _arge proporticn of wage and salary earners
are likely to move up to join higher income and
spending gJroups. while CD households have
suffered most Zrom gublic service and company
recrenchmenc in 1992/3, and may not resume their
increase in real disposable incomes until 1994/5,

the ccre of this market is intacet.

th O Oy 4y
e by

The consequences of the 1991/2 drought and other
constraints on growth particularly high
population growth in excess of 3% mean that per
capital ccnsumption nas declined in 1992/3 among
all save the higher -acome groups. This has the
effect of lowering cthe national average per

rowth in World Bank estimates

capita consumption g
-4.1 in

to negative raca2s, -3.7 in 1993, and

-994, .49). The currently low levels of food
product -consumption in

the largest market
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segments suggasts high future growth and
substantiates market leaders' projections of
large percentage increases in sales, (70).

With the return of rains to normal levels in
1992/3 and the restoration of fresh £ood
supplies, processed foodstuff sales have been
depressed. Canned foods sales have been at "an
all cime low'. Depressed sales reflect the
chronic lack of purchasing power in Zimbabwe.
Long-term prospects are however regarded as good.
Realisation of the 1latent demand for food
products depends on how tastes and purchasing
power are transformed over time by economic
development, and there is every sign now that
Government is resolved to liberalise the economy
so that Zimbabwean desire for change can be fully
expressed, (21) . Food Processing leaders believe
recovery will follow better harvests and the
increased producer prices, up to 2$ 900 from 2Z$
550 for maize, and to 2$ 995 from 2$ 520 for
wheat. A cessation of the Drought Levy and
reduction in the top rate of Income Tax from 50%
to 45% are anticipated. These changes are likely
to restore consumer confidence and to raise
purchasing power in the higher income households.
They provide a reasonably bouyant context for
marketing gquality £food products. If latent
demand represents a potential demand growth of
25% a vear expected by market leaders to be
realised as soon as purchasing power is restored,
the growth in the market may be as follows:
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Projected Domestic Demand for Tomato Products, by
Type of Product, ZIMBABWE, 1993-2004. Tonnes

- 2 3 % S

FASTE PEELED JUICE ZTHER TOTAL
1392 <39 730 35 Ll 1590
1933 334 735 119 239 1987
1994 1199 219 149 i7 2484
1995 2546 hige} -3 i86 218 3108
1996 2135 2203 272 271 3881
1997 2815 1358 339 339 4851
1998 884 15352 346 145 6367
13999 3094 1751 587 557 7959
2000 7285 27%0 296 696 9949
2001 3831 1865 979 870 12436
2002 zisaz .866 1088 1988 15545
2303 24185 2332 1558 1380 19431

Source: Industry Market Leaders, Harare, 1993.
Note: Icl 4 inciudes volumes of puree, and juice sold to
packers cf rasta and baked beans.

Whatever the overall growth rates, the product
mix Is expected to change to reflect a
composition more in line with international
norms. The consumption of tomato paste is
projected to increase from 43% in 1992 to 73% of
total demand in 2003, and peeled tomato demand to
decline from 44% to 12% of total.

These projected increases in demand for tomato
products and other canned vegetables persuaded
Carnaud Metal Box to invest in a second canning
line in 1990. There is some concern in Zimbabwe
as to whether demand will warrant the new
capacity. Projections of increases in canned
processed tomato entail an increase in tcmato
product consumption from .051 kg per capita in
1992 to .178 kg per capita 1in 1995, with
comparable increases in demand from the catering
trade and institutions. With paste selling at 43%
of total prccessed tomato in 1992, the total
market is estimated at 684 tons in 1992, with a
similar growth potential. Market leaders derive
their expectations from the recovery and growth
rate in the AB and CD consumption, the projected
6% GDP increase in the economy, and a continuing
switch from fresh tomato use to canned paste.
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The Projected Domestic Demand for Fruit Drinks
From the market analysis [3.A.3.3.5] we have seen
how close the AB market is already in its fruit
drink consumption tc norms prevailing in Europe
and North America, and how far from those norms
the CE market still is. It would not be
surprising to find Zimbabwe following
international growth, and increasing market
demand by 9%-15% a year. Most Trade sources
however expect an overall market growth of 6% by
volume from 1993. This implies an annual increase
in effective demand of .67 litres per capita, and
an increase in total household spending on fruit
drinks of Z$ 21.86 a year.

Projected Domestic Demand for Fruit Drinks,
Zimbabwe, 1993-2004, Millions of litres

YEAR im YEAR im
1992 i3 2998 136
1992 L7 1399 165
1994 pe? 2000 78
1985 PR DA 2C01 %35
19¢€ l3¢ 2302 196
1397 27 2233 208
Note: linsolldated domestic and export demand projections are
ccntalned In 3.3.a.4% & 47.

The Export Market

In addition to supplying domestic demand, there
are good prospects for exporting food products to
neighbouring countries within the PTA. This study
section covers a World market overview for Tomato
Products and Zruit Juices, and the Regional
Market in the PTA, SADC and other Southern
African countries adjacent to Zimbabwe.

Exporting 1is encouraged by Zimbabwe Government
incentives and facilities, (6). The proportion of
Foreign exchange earnings from exports under the
Export Retention Scheme ERS that can be retained
or sold to other exporters is expected Lo
increase from the current 35% to 56% in the 1993
Budget, (50) . Under the Export Incentive Scheme,
the Ministry of Finance through Customs pays
exporters of processed, not fresh, gocds 9% of
FOB Invoice Value declared on CD 1 Export Control
Forms. This is used either to lower the foreign
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exchange prices of exports making them more
competitive, or to increase margins, {10.5].

The drive to expand exports is an essential
component of ESAP. Export Growth overall is
pro;ected to be in excess of 10.4 from 1993, (49).
No rade projections are available for the
selected product range for ACI, but from the
following factors we anticipate a worst case
scenarioc in which growth of 5% a year is
sustainable for all Zimbabwe exports in this
range. The overall export market is so porous
rhat individual exporters with good connections
are able to achieve large increases CLO particular
markets with low overall import growth. This is
possible even for widely-traded and high
competitive goods like processed tomato and fruit
juices. That Zimbabwe begins from a low base in
exporcing these goods is illustrated by CSO
statistics:

Exports from Zimbabwe of Selected Products to
Illustrative Countries, 1991

ZRCDUCT SESTINATICN VOLUME VALUE
ssuntry g zs
TCMATC ali 1631 139593
creservaa
2% wnoco, Mauritius 240 122266
3ermany 2808 31763
Sther
TCMATC all 14502 139593
preseraa
cf wnicno, Malawil 13164 105644
Sortugail 1281 7312
ORANGEZ CUIZES litres
all 319063 1312684
cf wnicn, 3otswana 171263 300851
Mozampique 44110 72856
South-
Africa 317220 316161
Netheriands 51340 583892

Sourcz, JSO and Zimpabwe Justoms, Harare, (1).
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World Demand, Tomato Products

Global demand for Processed tomatc products is
rising at 3% a year, although supply appears to
have been rising even faster, leading to a
downward pressure on prices. Reliable data for
fresh tomato production is not available, but
OECD data suggests 1t was expanding by 3.7%
during the 1980s, and that of all tomato output,
61% is for processing, and 39% for the fresh
market, (55). International trading in tomato and
processed tomato is usually subject to
restriction by border controls such as high
duties, import quotas and non-tariff measures,
designed to protect domestic vegetable growers.

In all tropical countries where tomatoes grow
prolifically, they are grown and consumed fresh
by most households with low cash incomes.
Processed tomato is consumed by higher income
households in increasing volumes, and its rate of
substitution for fresh tomatoes in cooking is
said to be steady but gradual, (73) .
"Mediterraneanisation'of world culinary practices
following intermational trends points to an
expanding market for tomato pastes and
concentrates, seen and found to be both tasty and
convenient. Of all processed tomato, the OECD
data for the 1980s savs 80% of the total was
paste and concentrates, 12% peeled, 8%, tomato
juice, (55). Pastes dominate exports, and
suppliers distribute to distant markets as is
shown by the following list of examples:
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Internationally Traded Tamato Based Products:
Selected World Retail outlets, Feb 1993

FRCCCCT COLUME  SACKAGE  FRICE ZURRENCY 3RAMD SOURCE

zasce 228 = zan 300 “ganda NTOMATA/ Cyprus
Xeen Soft Drinks

Zancentza T3 zan 300 Jaanda La- Italy
SARNERSINA

Casce 136 2 -an 230 Jganda XENYLOM/ Kenys
Kabazi Canners

Sievea 223 stap :.53 UK pound PASSATA/ Icaly
SAPFEMAY

Sauce 128 2 zzags =53 “K cound NEWMAN'S UsSA

Sauce 238 =2 zan .39 UK pound NAPOLINA/ Italy
cec

Teeiea 18 3 can t.34 X pound 308 - Italy
MARIO/SAFEWAY

Toneentra Lo 3 uze h | "X pound COM -
MARIO/SAFEWAY

Ihcrecea

hils il oz san :.23 ~X ccund SAFEWAY Italy

ote: =3 I =i L