59.2

Availability of Standards

For the four categories of products under study, there is a wide variation of product standards, from that of
fully developed to no established standards. For example, in the scafood and meat category, the authoritics
and industry have established well-defined food safetly and hygiene standards, At the same time, products
such as burgers and sausages are subjected to demands for composition, texture, cotour and appearance.
Ethaic products, on the other hand, such as murtabak, pan, roti prathe, and mantan, bave yet to establish
any standards. This aspect must be addressed for the sector to progress. :

[t is not possible Lo delemnine the “quality™ of a particular food as there is, currently, no quality standard
set for local food, other than consumers® perception. Table 5.6 summarises the status of the quality
standards for the four categorics of chifled and frozen food.

‘Table 5.6 Availability of Standards for Chilled and Frozen Food
Product Industyy 1 i o _ Consumer ]
Category L.ocat Overseas

1. Ready Meals

No specific product standard
MOH established

guidelines on hygicne and
safely on operations, ¢.g.,
guidelines on mass calcting
and Cook-Chill System.

¢ Teaods to identify
product quality through
comparison with fresh
variclics, e.g., chilled
Hasi femok against
freshly prepared ones.

+ No opportunily to
compare with
lresh products.

¢ Rely onselailer’s
standards.

2. Snacks

As per—Réady Meals

¢ As per Ready Meals

e Asper Ready
Meals

3. Ingredients

products, €.g., suntan, tofu,
spices. For spices, there are
international playcrs
providing full specs, ¢.g.
MeCorick, Food
lngredients Specially (FIS)

e Asin Ready Meals,
consumers uses fresh
product as benchmark
for standards.

*  Noknowledge of
cthnic feod
standards
generally.

¢ For spices,
standards are
known.

4 Meal &
seafood

© Vegetables

Regulatory and industry
standards are well
established.

Additional standards and
guidelines provided by
DVS.

Generally cover utides the
Food Regulations.
No specilic product

standards.,
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*  Bisccrning consumers

are knowledgeable ahout
- qualily paramelters, ¢.g.
Composilion of meat,
origin of meat, including
sensory profile.
¢ General public are
driven by price factor.

»  Tends to compare with
ftesh varicty

¢ More discerning
on product
standards due to
long history.

* Tends to compare
with Tresh varicty




59.3  Qualily and Pood Safely C_orliﬁcalion

Table 5.7 shows the number of manufacturers in cach category and the various quality and safety

certification that they have achicved. Coasidering that the number of food companics in Malaysia is’
around 5,000, only a small percentage (<0.5 percent) oblained some form of certification. Only 21

companies have obtained HACCP ceitification from MOH, out of which 8 companics are from meat and

seafood sub-scctor due mainly to importing countrics® requirements (see Table 5.7).

MAS Catering is the only company in the food service sector who has ebtained HACCP cedtificate. Out of
a total of 36 companies, 30 are in the seafood sector have obtained BU No which enable them 1o export
their products to Europe. Currently theré is no single chilled and frozen manufactures who has obtained
I1SO 14000 certification. 1SO14000 cerlificate deals with cnvironmental issues, which is becoming an
important aspect in marketing chilted and frozen food overseas especially to E'urope

By comparison, a total of 155 out of 12,080 food factories in Thailand (1.3 percent) are HACCP certified
(sce Table 5.8). Simifar to Malaysia, a bigh petcentage (58 pereent) is in the ﬁshcry category due to
lmpoﬂmg countries’ requirements. :

Fable 5.7 Quahly and l*ood Safety Cerlification anlong Chilied and I«rorcn Food Manufaﬂurors '
S Ma!a}sla : o

Product  |EUNo. |Vet. |HACCP | IS0 9000 |1SO 14000 | Total number of

Category - Logo . - .. | manufacturers
Ready Meals ' | - 2 ]t 2 - 5 o
Snacks® . - 11 - ; ) 3 )

Food - - - - - 2

_!qgredienlsz o - N R -

Meals and | 30 130 s o 3 - ' 69

scafood’ {seafood) ' o ' ]
Others’ 6 24 2 . 1 - 52

Total  number | 36 57 21 12 - : 132°

of cettified ' . : - '

companics
Notes:

1. Ready nicals category includes catering and food scrvice prov iders _

2. " Othérs category consists of non- -chilled and frozen food manufactorers ' :

3 The tofal number of manufacturérs is not cqual to the tofal number of cedtified compamcs bccaus\. some

companics may not feceive the codification and some con.pamcs may reccive more than one ccml' catiéns,

Source: EU No and HACCP hs(mg aré from MOM, Vet Logo Iistmg is from I)VS and 1SO h:lmg is l'rom SIRIM
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Table 5.8

HACCP Certified factorics in Thailand

Factories No. of Food Factorics o

g __ HACCP Tofal
Non Fishery (Mcat and 17 621 274
Poultry) .
Milk s 101 4.95
Fishery : 90 547 - 11645
Vegetable and Fruits s 586 2.56
Seed and Fibr¢ 3 4,639 0.06
Starch and Flour 4 1,645 0.24
Coffec and Cocoa 4 556 0.72
Chocolate Confeclion : i ' L
Seasoning _ 6 . 468 1.28
Unidentified ' i 2917 0.38
Total 155 12,080 1.28

Source: Paper preseated at the Fo_STAT/PROPAK ASIA 2000 FOOD CONFERENCE, 14-16 func 2000

594 Food Safely and Incidence of Outbreak from Consumption of Chilled and Frozen Food

Produchon and distribution of chilled and frozen food, if improperly carried out, may lead to health risks to
consumers. There is timited information on local incidences of food poisoning as a result of consummg
chilled and frozen foods, hcncc il is gcnerally acceptcd that the incidences are low and mainly occur in

. private homes.

kn dcveloped cconoinies, the number of product recall incidences reported is substantial. Based on
information fromn the United States, in the year 2000 alonc, owt of the 236 product recalls so far, about 25
pereent come from chilled and frozen foods, mainly due to the presence of pathogens (source: website on
US National Food Safety Dalabase, 2000). In Malaysia, there is no data avaltablc due also to companlcs
. reluciance to npon product recalls. .

S.I'f) - Research and [)ewlopment

In zhe l‘rozen ﬁnack calegory, producl R&D is u5ually undertaken _directly by the owner hunsell‘ who

- controls the business tightly. Systematic R&D is limited and | eimploys little praduct development and food

technelogy principles, instead depend a lot on “trial and error’” approach. In larger set-ups, where food
- fechnologists are employed, there is a trend towards carrying oul product development and process
_ lmprovement (sce Table- 5.9). Managemcnl gcncrally kecpx up-to-date with technology and R&D
: mmatwcs via iradp pubhcauons o :



Table 5.9 Availability of Technical Facilities in  Selected Chilled and Frozen Food
Manufacturers ' :
Name of Date of Factory tactory Facilities Cerlification
wmanufacturer cstabtishment | Design ' o
: (GMP
O | complied) 1
: LAB | QA R&D
| . L L Dept Bept _
Saudi Cold Storage Belore 2000 Yes { ! /. HALAL
Burges Tanjung Before 1980 n.a. n.a. na. | mna na. B
Dinding Pouliry na. na. . TR V] / HALAL
L ' _ Veteninary logo
HSH Sdn Bhd Before 2000 Partly n.a. / '8 na.
Kami Food Sdn Bhd | Before 2000 Paitly ! 17 / HACCP
: : - : i HALAL -
QL Foods Beforc 1995 No / / / HALAL
| UB Food SB Before 1995 jg n.a n.2 na na.. ' .
[ Rex Canning Lo Before 2000 Yes: A . HACCP
S R S (R A HALAL
Seapack 19N Yes ! / !/ HY] Ceri:ﬁ-:ahon
| ' : . HAC
ce o0
1509002
13014000
MALAL
Selangor Food: 1991 Yes 17 / / VHALAL
Induslry ‘ L . - Velerinary logo |

n.a. = data not available -

Sourcc Suncy by study teany.

There is little R&D work bemg camcd out by lhe Gmcmmem s unnersmes and reecan:h lnshluuont
espccmlly in the chilled and frozen food sub-seetor. Governmient initiated projects for food industry
research was properly funded beginning with the bitensified Research in Priorily Arcas (IRPA) in the 5th,
6th and 7th Mafaysia Plan. Under the TMP ending 1999, the Government located a sum of RME.2bil (less
than 1 pefcent of (‘DP), however, over the past thrée years there werg only 17 out of a total of 3228 1RPA
projects undertaken on chilled and frozen food (see Table 5.10). MARDI is the tead agency for R&D on -
chllied and frozen foods mlh unncrs:l:es conlnbunng mmgmﬁxamly lowqrda mduc.lry appllmuon G




Table 5.10 List of IRPA Projects Related fo Foods under Study '

- ) : RM
Cyclel- | Mohd Zainal @ Development of roti canai moulding §.. -~ 5.0
1997 MARDI | Agro-Industry |  Zainol bin Ismail machine
Cycle 1- ) Othman b. Mohamad| Development of system for production
1997 | MARDI | Agro-Industry | - Top of steamcd traditional cakes
.Cy'c_:!_c 1- B ) ' . _ Development of modified atmosphere
1997 MARDI | Agro-Industey] Mohd Ariff Wahid packaging system for half

o Cooked tiaditional baked and bakery
products (chicken pie, rofi nan, popia,
seafood pizza)
C.ycle 1- 7 Co : ' Develepment of handling and
1997 | MARDI | Agro-Industry|  Azman Hamzah packaging system of safay
| Cyele I-. - T Dr. Hussein Abd | Development of packaging method for
-1 1997 MARDI | Agro-Industry Rahman shelf life extension of
, ' Intenneduale moisture cakes and pastry
products
Cycle 1 . : - Dr. Zuraidah Mohd | Technofogy Transfer in Smali and
1997 USM ‘Services - Zain Medium Scate Industries (SM1's) -
Cyc!e l-- SR o Hashir‘na Hafiz Development of ready 6 use saule
1999 MARDI | Agro-Industry Ahmad ingredients
Cycle 3- IR R : C Dexe?opmentofnoodles confechon
1999 - | MARDI | Agro-Industry; Salma bt Hj. Omar | snacks and green tea from
' — L : new sweet potalo varielies (tubers and
leaves)
Cycle 1- - S D Fahmah Md. Use of microorganisms fn'ehhancing
1999 : UPM | Agro-Industry Yusoff shrimp he-ahh and production
E C)c!e.' N I T Dc\.elopmenlofhlghproiemand high
1996 - | MARD! | Manufacturing| Che Rahani Zakaria ' fibre snacks
Cycle _' MA_RDI' Manufa¢turing| Mohd, YassinHaron| Dgfe!opment o_f restructed and
1996 S PR ' réformed products from meatand -
'Cjclc 8 ..MAR_DI. Manufépluriqg . YethueeLan : Developmen( of probiotic and 'l:le '
1996 e B T N R productsfromm;lk
ycle" MARDI _M_anujfa-ct'u_riii'g . Rokizh Moﬁaméd Deveiopment of convemenoe products
1996 L e e R andseafoodsaucasfromlow-value fsh
: . species -




Table 5.10  List of IRPA Projects Related to Poods under Study (continued)

RM
Cycle MARDI | Manufacturig]  Che Rohani Awang | Development of new and improved | - e
1996 fishery products 247,500+
Cycle UPM | Manufacturing]  Suhaila Mohamed - S
1996 . Development of health food producty. 164 :

Cyscle 2- UKM | Agro-Industry Zainon Mohd Ali Chilling injury of selected tropical A

1997 fruits and methods of alleviation
Cycle 2- UPM | Agro-Industry Prof. Dr. Mohamed Development of rapid di'agm')stic
1997 Shariff b. Mohamed I3in technologies for screening and ;
control of commercially important |-
shrimp pathogens
Cycle UKM | Agro-Industry| Prof. Abdul Salam Babji| Penggunaan Punca-punca Protein | .
1995 _ tempatan

The industsy’s R&D is also very low especially anong the small and medium scale food manufacturers.
On the other hand, muliinational companies (MNCs) such as Nesile Foods (M) Sdn Bhd has an extensive
R&D laboratory though significant researches on food are done in its overseas headquarters and at regional
laboratories. Similar R&D set-up are also practised by other MNCs such as Ajinomoto (M) Berhad,
Unilever (M) Sdn Bhd and Seapack Food Sdn Bhd.

For the chitled and frozen food sub-sector, R&D is almost non-existent, with the exception of a handful of
research projects by the MARDI and universities® researchers. Without available or accessible chilling and
freezing facilitics, it becomes very difficult for companies to venture into chilled and frozen food sector.
KFC Holdings can be considered as a local based company that does food product development research.
Product innovations associated with market demands such as production for children’s market, and fast
food outlets are obvious. Those include Kid’s Fun Meal, Crispy Strips and Alpha Nuggeis by KFC, and
Happy Meals by McDonatd’s. : : '

Tndustry observers noted that these items help boost up sales. KFC’s chitdren’s markeling program goes
head 1o head with McDonald’s to pull the children market sector, Both have fairly aggressive marketing
and promotions programs, using kiddie toys and miniature toys and gifts to attract children. Manufacturers -
such as Dindings Poultry, Leong Hup, Sin Mah Holdings, Prima Agri Sdn. Bhd, Puteri Pan Pacific,

Omar’s Deli, Seapack Foods and QL. Foods do not do R&D on chilled and frozen foods. Many get ~

equipment and ingredi¢nt suppliers 10 assist them with formulations, new product developments, and trial
runs at the factory level.

Packaging companies have contributed to produce better product presentations among local manufacturers, .
New brand names such as ‘“Jaitun’ fish chips from Perusahaan Kami, seem to sell well among the Malays

in the northem region, whereas brand names Jike Al Wadi Food and Al Fatihah sell well among the Malays
in Perak. Yoki, Figo fish chips by Swishun and Tradisi Emas Sdn Bhd with their attractive red and orange
packaging seenm to be a strong promotional feature in the chilled and frozen seafood and mieat products
sub-sectors. ' ' ' '

Cqes -



Table §.11 Research and Development Activitles in Food Sector in Malaysia

Ovsganisation Nature of rescarch and development
Government agencies | o Almost total reliance on government funding via |
(MARDI, SIRIM, PORIM, MINT) IRPA program

+  The R& 13 program is driven by anticipated demand
by indusiry/market

¢ Relatively, very lew projects are jointly carsied out
with aclive participation from privale sectors

¢ Government agencies play major role in deciding R &
D priority

Institutes of Higher Learning ¢ Largely funded by IRPA

' The tescarch topics are very much decided by the

research teams

* Relatively, very few projects are jointly carried out
with active participation from private scclors

Multinational corporations ¢ Very litle “real R&D” carried oul in the country
For some MNCs, their rescarch are confined to
application lype of rescarch

¢+ For other MNCs, totally rely on overseas R&D

‘ L facilitiesheadquatters

Small and Medium Industries - ¢ No“real R&D" carried out

' ' R&D sometimes is done by the owner of the business
using their own experiences

¢ SM?! cxpeet technical support from Govemment
agencics with no/minimum fees

In summiary, the industry’s R& D) carried out outside public rescarch institutions is done during formulation
trials in conjunction with the inachinery and ingredient suppliers. For Malaysia to become a major player
in chilled and frozen food, particularly in cthnic foods, R&D activitics need to step up in order for the
industry to meet consuner and regutatory démands for quatity and food safely.

Sl Human Resource Development

There are very limiled graduates and technical personnel employed in the industry presently. When the
business expands, the employmcnl of these pmfcss:onals will be necessary to caler (0 the needs of the
busmeqs . .

In the seafood and meat sectors, due to the export markel requirenient of GMP, HACCP, and Vdennaty
Logo, the level of technology employed is more sophisticated than that of the frwen saack manufacturers.
More food lechnologtsts ate cmployed in lhcv.c seclors.

The mduslty has yct to fuily use trained manpower such as quahﬁcd foed technologists, mainty because
the producersfentreprencurs are fearlul of sharing their experience and knowledge with others. Currently,
aboul 450 qualificd Food Science and Technology sludents are gradualing every year but only a handful of
them are enmployed in the chllled and fm/en l'ood bucmeqscq Those lhal are f.‘lnployed are maml)r in meat
and seafood seclor S : . '
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Food lechno!oglals are mainly employed in production, quality control and supervision of processing
plants. There is generally refuctance on the part of SMIs to employ graduales as many owners and
entrepreneurs do not want 1o share their hard-camed cxpericnce for fear of !cmng their ‘secrets’ and
compelitive edge. Human resources in R&D is stilt very low, with few food science and technotogy
graduates indirectly involved. There are definilely no active R&ID programs by any of the smalt-scale
manufaclurers in this sub-sector.

Table 5.12 Technical Trainiag in Selected Chitled and Frozen Manufacturers

Name of | Number of Stafl with | Technical Training program Spending
manufacturer specific qualification for
techuical
training in
L 1999 (RM)

Food Engincer Basic GMP HACCP

Scientist/ Food

Technologist _ | Hygiene
Saudi Cold Storage I 1 / n.a. ! 10,000-

N o | 50,000

Ayam Manjung None none ! None | None n.a.
Dinding Poultry 3 | / - / ! na.
11S11 Sdn Bhd | n.a. 1/ |na.  |na <10,000
Kami Food SdaBhd | 2 N / L ! <10,600
OL Foods 4 i / / / n.a.
U.B. Food SB 1 R / <10,000
Rex Canning Co 7 1 / / n.a.
Seapack 4 2 / / ! n.a.
Setangor Faod 3 2 / / / <10,000
industry
K.G. Paslry I none i / / <10,000

a. = data not availablc.

a) Availabilify of Trained Professionals

Food Science and Technology disciplines arc offered in various local Institutes of Higher Learning (sce
Table 5.12). Abouwt 450 qualified Food Science and Technology students graduate every year but only an
estimated small pereentage of food graduates are employed in the food industry. The unwillingness to
employ more trained professionals may hinder future development of ihis scctor, as there is a need for a
certain degrec of expettise in food companics to be able to comply with legistative requirements and
salisfy markct place’s quality standards.

5.12  Barrier to Enfry

Generally, the major barriers to enlry is R&D and cost of I‘rcezmg cquipment. Substantial investment in
R&D is required to under the behaviour of the feod and materials used under the chilled and frozen
conditions. This is particular crucial for local cthnic foeds as there is very lillle pubhehui knowt:.dgc and
R&D findings on these foods. ,

Generally, good freezing equipment such as the cryogenic and spiral freczer is very expensive and required
high volume for economical production. This may be a major obstacle for tocal food pmduccrs as they are
usually small or mcdmm size.

197



Table 5.13 List of Institutes of Higher Learning Offering Food Science and Technolopy Courses

Iustitute of Higher Learning Level of Programmes Estimated no. of graduates
per year
1. UKM B.Sc. 10
M.Sc. 10
Ph.D L 1 _
2. UPM B.Sc. 240
M.Sc. } 40
Ph.D. |
3. UITM . Diplomna 50- 60
_- BSc. 30 (by ycar 2003)
4. USM B3.Sc. 0
M.Sc. } 40
N PO }
5, UM Sabah 3.5c. 18
M.Sec. n.a.
| Ph.D o n.a.
6. Politeknik Ungku Omar Diploma 36
o o Cettificate 65 .

b) Avallabitity of Technical Support Services in Faod Industry

Table 5.14 summarises the availability of various technical support services to the local food industry.
Govemment agencies provide various consultancy scrvices but these services are not widely known to the
industry, especially to the SMis. Common complaints expressed by the industry inctude difficulty in
getting access 1o these public organisations, the procedure invelved, as well as the fear of their ‘trade
secrets’ known (o others. It is important for public erganisations to better undeestand the indusiry in order
to be more industry friendly.

Though there are many small private laboratoric¢s offering analytical services, they prefer to focus on more
profitable scetors, such as water, oils, and fats sectors. Price competition among private laboratories, if left
unchecked, may affect the quality of their analysis.

Most of the big players in the chilled and frozen food have their own anatytical laboratory facilities, which

are capable of at least doing basic analysis. For more sophisticated analysis companies send their samples
to public laboratories or to their regionat laboratorics overscas.
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Table 5.14 Technical Support Services Available for the Uood Industry in Malaysia
Organisation Analytical services | Training Consullancy Other services
Government Agencies .
MARDI All types of food Full range of Including: including:
analysis training, from | Product Advisory services
nmanagement to | development, to other
food handling, | equipmént government
technotogy, fabrication agencics and small-
quality and processing, and | scale enterprises
safety technology
PORIM Food analysis Not major Including:
particularly dealing aclivitics Advisory services
with oif, fat, to other
chocolate, vilamin Govermuent
E agencies
Chemistry Dept. Food analysis Including:
pacticularly dealing Advisory services
with chemical and’ to ather
micio biclogical Government
analysis agencics
Dept. of Veterinary Microbiological Including:
Services and chemical Advisory services
analysis to other
' Government
agencics
Ministry of Health Train the - Enforcensent of
trainer in food Food Actand
hygiene regulations

Universities/colleges/
institutes o
UPM, USM, Universiti
Saias Sabah, UiTM,
Politcknik Ungku
Omar

Pravide training, consullancy, and analytical services lmoivmg mdmdual

tecturer on pmject basis.

UNIPEQ

Provide training, consultancy, and analytical services

Private L.aboratories

Microbiclogical,
chemical, and
céttain physical
analysis

Private cOnsullanc)
firms

Limited analytical
services

Full range of
training, from
management 1o
food handling,
technology,
qualﬂy. and

Including:

System
development
{IIACCP, ISO,
GMP) and
auditing of

qa!‘ety

factorics










CHAPTER 6

INTERNATIONAL MARKET

6.1 World Demand and treads
6.1.1  Overview of Global Consumption for Chilted ard Vrozen Food

The consumption of chilled and frozen food is increasing globally. Demand of major consuniing counlries
is estimated at USD108 bittion in 1999 with big markets existing in developed countrics like the US,
European countries, and Japan. These are gencrally discerning markels that require good quality of feod.
The US dominates the world-wide market, accounting for over 60 pereent of all sales and UK, the largest
frozen food markel in the European Union, accounts for approximately 2.5 percent of global market sales.

Table 6.1 illustrates the consumption of chilled and frozen foed for the above major econonies:

Table 6.1 Frozen Food Censumption of Major Countrics 1999 4
USH (Billion)
Euvropean Union o 33 S
United States 67.7%*
Japan B R ]
Total 102.8
Noles:
* Figures derived fron an cstimated 5% annuat growth rate. According to seurecs from Quick Frozen Foods

Intemational, Food Processing and Retail Business, the frozen food industry growth rate in Furope is about
% annually.

UK frozen food market was about £4.96 billion in 1998 (source: Birds Eye Wall's Frozen Food Factfile,
1999}, approximate USD7Z.74 billion (cxchange rate about 1.56)

UK frozen food market was about 2626 of Eurapean Union market, it means Furopean Union market was
about US1329.77 billion in 1998, With an cstimated 525 annual growth rate it was about USD31.26 billion
in ycar 1999.
UK frozen food market is approximately 10%5 of the world market for frozen food, it means world market
for frozen foed was about USD?3 billien. With an cstimaied 5% annual grow th rate it was about 91.2
billion in ycar 1999.

e Relail sales - USD2T.1 billion; Food services — USD30.49. Source: Amcrican Frozen Food Inslitule, 2000

red Figure derived from an cstimated 2.4%5 annual growth sale using the actual figare in 1998 which is
USDS8.62 billion. Souvrce: Japan Frozen Food Associatian, 1998

# Consumplion of frozen food for other countrics is not available. US, Furepe and Japan are the biggest
eonsumers of chilled and frozen food in the world,
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Though the global market for chilled and frozen food is high and expanding, it is not easy for exporlers to
penetrate these markets. Potential cxporters need to mect the stringent qualily requirements of these
countries such as HACCP, 1SO 9000 and 1SO 14000.

Fxporters who comply with these requiremens still have to meel the requirements of large supermarket
chains, which are the major buyers of chilled and frozen food. The requirements of these supenmarket
chains are sometimes niore demanding than the food import regutation requirements of their countries.

6.1.2  The Growth Scenario

In the past six years, the global frozen food market has grown by an estimated average of five percent per
year, with the exception of Norway and Fintand, which grew over 10 percent per ycar {source: Quick
Frozen Foods Intemational, Food Processing and Relail Business). Chart 6.1 below illustrates the growth
trend of chilled and frozen food consumption in some sclected countries.

The chilled and frozen food market is expected to grow steadily and probably exponentially in cextain
developing countrics. This appears incvitable as the factors that drive the consumiption in developed
countrics are also beginning to significantly impact developing and third werld countries.

The foltowing describes the main social and economic faclors’driving globél demand of chitled and frozen
foods: '

. lncreasing number of middle-income consumers and dual income households

. Growing popultarity of hypennarkels and supermarkels aver traditional wet markels
. Changing role of women in sociely, and the increasing number of working women requiring

easily-prepared convenicnce meals

J Movement away from regular eating gatterns, feading to s'inglc or double meals and towards
lighter meats, and health and weight consciousness. : 3

. Movement towards modemn house design and increasing houschold peaciration of iniciowaves

Increasing number of single person houscholds

Convenicuice, choice, demand for oul of scason food, flexibilily, easc of preparation, quality, and value arc
the haltrarks of frozen food and are the reasons for ils rise in popularity. : o '

Generally in developed countrics, ready-to-serve meals and frozen ethnic food are the snost promising -
category of food experiencing double-digit growth for the past few years. South Asia’s abundance of fresh
produces, its price factors, and the public’s negative perceplion of chilled and frezen food quatity are the
main barriers to the developmenl of the frozen food industry. - o '

Despite the obstacles that exist in this region, we find l};at the market for chilled and frozen food will
continue to grow, driven by factors that will be presented n fater sections of this report. :
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Chart 6.1 Consumption of Chilted/Frozen Food of Major Countries 1999
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6.1.3  European Market

Rurope is one of the leading markets for chilled and frozen food. Chilled ready-to-serve meals
consumplion across Europe is exiremely varied as each country’s market is in a different stage of the
market lifecycle. The size of chilled teady-to-serve meal market in the UK is 20 times greater than in
Netherlands, The estimated UK markel size of over US$1 billion is four times farger than the aggregale of
Dutch, French, and German markets. In addilion, an average UK consumer spends over six times as much
per year on ready-lo-serve meals compared to the Dulch consumer. Based on the overall growth trend, UK

appears to be a relatively more mature market for chilled and frozen food as compared to othcr European
counlerparts .

Ethnic cmsmc is already rclalwely well established in the UK with Italian and Indian ready- to-serve meals

sectors outwelghmg traditional British snacks. Trends in the UK therefore, reflect the search for new
_ pockets of growth in the form of new cuising, which can translate into chitted ready-to-serve meals.
: Ready to-serve meal fetail buyers ar¢ sourcing the Far Last, Austraha and Japan for new ideas.

In France, the !argest cuisine sector is the !radnlmna! French food wnth only recent moves into Chm&e
Indian and Mexican food in chilled form. In the Netherlands, the “Indisch sector is the fargest within the
chilled réady-to-serve meal market followed by trad:llonal Dutch and Itatian.” Pure Indonesian and Ind:an
meals are still only mchc areas. ' :

‘ Overall, thé-Eur’opean frozen .,food_markcl is a mature market. Frozen food consumption for the nine
leading Eur()peaﬁ countrics passed the 8.9 million ton mark in 1999 (see Tsble 6.2). Average per capita
- consumption of frozen food was 24.5 kg in 1994 w:lh an average gromh rate of 4.8 percent in Europo
- (source: www.bfTi, org) ‘ '
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Chart 6.1 Consumplion of Chilled/Irozea Food of Majoy Countries 1999
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6.1.3  European Market

Europc is onc of the leading markets for chilled and frozen food. Chilled ready-to-serve meals
consumption across Europe is extremely varied as each country’s market is in a different stage of the
market lifeeycle. The size of chilled ready-to-serve meal market in the UK is 20 tuncs greater than in
Netherlands. The estimated UK market size of over USS1 billion is four times larger than the aggregate of
Dutch, Freneh, and German markets. In addition, an average UK consumer spends over six times as much
por year on ready-to-serve meals compared to the Dutch consumer. Based on the overall growih irend, UK
appears to be a relatively more mature market for chitled and frozen food as compared to other European
counterparts.

Ethnic cuisine is already relatively well established in the UK with Halian and Indian ready-to-serve meals
sectors outweighing (raditional British snacks. Trends in the UK therefore, reflect the search for new
pockets of growih in the form of new cuisine, which can translate into chilled ready-to-seive meals.
Ready-to-serve mical retail buyers are sourcing the Far East, Australia and Fapan for new ideas.

In France, the largest cuisine scctor is the traditional French food, with only recent moves into Chinese,
indian and Mexican food 1n chulled form. In the Netherlands, the “Indisch” sector is the largest within the
chilled ready-to-serve meat market followed by traditional Dutch and Italian.  Pure Indonesian and Indian
meals are still only niche arcas.

Overall, the European {frozen food market is a mature market, Frozen food consmmption for the nine
feading Furopean countrics passed the 8.9 million ton mark in 1999 {(sce Table 6.2). Average per capita
consumiption of frozen food was 24.5 kg in 1994 with an average growth rate of 4.8 percent in Europe
(source: www. bffi.org).



Table 6.2 Eurepean Frozen Food Consumption -

Frozen Food Consumption (‘000 ton) 6-ycar Per capita
average consumpHton
i : : . “growth (kg) .

_ : 1994 1995 1996 | 1997 - | 1998 - | 1999 % 1994 1999
UK 2,271 2,533 2,568 |2607 | 2,715 |2,707 35 40.3 45.6
Germany | 1,959 | 1,944 12,024 [ 2,127 |2.214: | 2,513 5.1 | 239 30.6
France ) L69S | 1,729 1 1,700 | L1388 | 1,733 ) 1,797 1.0 290 30.0
Italy 507 556 577 598 | 623 § 643 | 49 9.0 1.6
Sweden S22 308 kXX M6 | 364 kYN 52 - 327 | 426
Dutch 2715 | 219 294 308 c - F 304 20 179 19.3
Deamark 252 264 265 - - - -] 484 .
Norway 114 | 120 130 163 | 172 179 9.4 244 39.9
Finland - 6% 77 85 114 127 130 . 135 | 13.6 251

Source: Japan Frozen Food Association

According to Datanionitor, ethnic frozen feady-to-serve meals show double-digil growth in most countries,
even in Belgium, where sales of other frozen micals arc in decling, Leatherhead Food Research Association
forecasts that while growth rates will slow down, probably 5-10 percedt per year in the relatively mature
British market, growth rates will be exceptionally sirong in the undeveloped European markets such as
Spain and ltaly. Dalamonilor singles out these countrics for strong growth and pomls out that a travelling
younger generauon is largely responsible for the sector’s populanly

- Europe will continue 1o focus on the health and convenience a<pcc(¢ of food producls The European
chifled and frozen food markets are exphainied below ' .

a) United Klngdom

UK. chllled food market is one of the well -organised markels Chilled foods rcpnsenl an evdrcmely
competitive and diverse sector of the UK retail grocery market. In 1997, the UK market for chilled foods
was valued at £5.1 billion, cepresenting an increase of 5.4 pen.enl on the preV:ous year‘ Chnlled food .
accounted for 6 3 percent of totat grocery salés in 1997 ' -

The market ¢ontinues to be driven by lifestyle faclom such as conv cnlcncc, health and quahly, while iasle
has also become more 1mpomnt The esllma!cd retall va!ue of the ch:lled {ood markel in 1999 was £3
bilhon S . : : :

The UK frozen food market was esllmaled at £4.6 bllhon in 1995 which is approxnmalely 10 pcrcent of
the world market for frozen food. UK is also the largest frozen food markel in the Furope. Chart 6.3 below
illustrates the various segments which make up of the frozen food consumption in the UK: In 1998, total
frozen food markel increased to about £4.96 billion (including ice creain), The lotai <ale< of frozen food
exciudmg ice cream is abou! £3,76 billion, : SR : :



Chart 6,2 UK Chilled Food Market 1999
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b) Germany

German {rozen food market increased marginally in 1994, up a mere 0.3 percent from 1993 to 1,896,126
(ons. Without poullry, consumption posted a more solid 3.5 percent increase, to 1,495,126 tons (sée Table
6.3). ' '

Table 6.3 Cermany: Frozen Food Consumption (MT)

ET R 1994

Category Retail { Catering | Total Retall | Catering | Total | Change
, o _ S e
Vegetables 202,300  116,640] 318,840 209436[ 117,580 326,986 26
Raw $10,700] - 113,980 225,680 © 114,574 - 114,580] 229,164 1.5
Prepared | 90,600 2560 93,160; 94,862 2960 91,822 5
Paotato Products 166,000] 169,000] 335,000 170,500 - 173,600 353,500 : 2.5
Fries 118,000 128,000 246,000, 121,200 127,000] 248,200 09
Crther 48,000 41,000 . 89,000 - 49,300| 46,000 95,300 7.1
Fish : _ 96,120] 61,500 157,620 96,910 65240 162,450 1.9
Molluscs/Shellfish . 4,600 9,210 13,810 4,650 - 11,130] . 15,780 143
Pastry Products 101,950 60,255 - 162,205 108,950] . 66,320] . 175,270 ' 8.1
Prepared Foods 216,800] 104,725  321,525| 228,190 106,200 334470 4.7
Pizza . 97,900 3,875] - 101,775 103,000 3,800 106,800 . 4.9
Ready Meals 78,300 88,603] 166,365 83,140, - 87,800 170,940| 2.1
Soups : 71,3000 5,300 12,600 7,250 - 5,500 12,150 1.2
Baguettes | 21,000 oas|  2129s] 220000  wis0l 23,150 - 56
Other 12,300f 6,560{ - 13,860 - 12,800 15,936 ~ 20,030 - 104
Fruit - 8,086 16,129 24216 - 8,310 17,4501 ~ 25,760 . 64
Meat/Game _ 16,016} 92,000 108,016 16,200 93.270{ 109,470 6.7
Poultry - - _ N/A T N/A] 446,000 - NIA| N/A| - 401,000 -10.d
Misceltancous __ § 9,340 7,325 16,575{ 9,450 - 8,070 12,520 57
Total (Excl. Poultry)| 816,612] 627,384 1,443,996! 8,479,456 647,140] 1,495,126 3.5
- |Grand Total NIA N/A] 1,889,996 NIA N/Al 1,896,126] © - 0.3

§Bur€c: Quick Frozen Foods lntcma_iio’nal. Qctober i995 T
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. Soutce: Quick Frozen Foods Intéemationa, Oclober 1995

¢) Spain

In Spain, lrozen food conswnption grew by 5.1 percent in 1994, cxcluding poullsy. Overall conswnplion in
1994 rose by 5.1 percent as compared to 1993 (see Table 6.4).

Table 6.4 Spaia: ¥Frozen Food Consumption (MT)

NN ¢ LIRS I . S
Category Retatl | Catering | Tofal Retall | Catering { Total Change
1 %
Vegetables 138,000  60,000( 198,000y 139,900]  68,100]. 208.000 5.1
Single _ 13,5001  60,000f 197,500  93,300] 444,800 138,100 S.
Mixed -' 46,800 23,300 69,400
Prepared 500 ' - 500 500 500
Potate Producls 21100 58,0600 - 79,100 23,300 59,000 82,300, 0 40
Fried | 20,9001  48,000f 68,900 23,000] 49000 72,000 4.5
. |Mashed S 200 10,000 10,2060 300 10,000 10,300 0.1
Fish/Seafood 75800) . 74,200f 150,000]  48,700] 108,500 = 157.200 4.8
Raw 51,300] 56,7000 108,000 28.200]  84,600] 112,800] 44
Breaded 16,000 10,500 26,500] 112,000 16,800 28,000 5.7
Other .~ | 8500 1,000}  15,500] 9,3ooL 71000 16,400 2.5
Molluscs/Shellfish 78,200] 102,800 181,000  $9.700]  125,500] - 181,200
‘|Cooked . WA NAAL - NYAL 21,7000 440000 65,700 nfal
{Other ~ : ' . _ 38,000 77,500L 115,500 n/a
Pastiy Products - . 6700] - 56,100 62,800 6400y 67,2000 73,6000 172
[ADough- d o NAL L NA NAL  NA| N7A 10,506 - n‘al
Bread, e S - N/Al . NYA] - 63,100 n’a
Prepared Foods - 33,600 32200 65,800 36,500 32,500 690000 . 4.9
Pizza - - 1 7,800 500 8300 10,000 600 10,600 27.7
Pasta-Rice Dishes | - 5,900 1_,200L 1100 71000 1400 8,500 19.7
Soups R 400{ - - 400 500 : 500 25
Savoury Bakery 14,500] - . 30,500] 45,000 15,400 30,500 45,900 2
Desserts . 2,100 2,100 1,500] 1,500 -28.5
Other S 2900 ¢ 0 2900{ 2,000 2,000 428
- |Fruit : _ 5,000] _ 50000 5900 5,000 17
Meat . _ 6,300 8,500 14,800 6,300 14,000 20,300 172
Burgers | g0 o T80 00Ol - 6,000 - 7,000 715
_|Breadedtem " {0 $500] - 85000 140000 s300] 8000] 13,300 -5
~|Total .~ -~ | 364,700 391,800 756,500 326,700 470,800 797'500J s.1

206 7.



d) Italy

ltaly is the fifth place among European countries in frozen food consumption. The country posted one of
the highest growth rates in 1994 (6 percent). Peepared foods showed a 17.8 pereent inerease, and in the
native country of pizza, votunie was up 41.2 percent. Pasta and rice dishes also did well though snacks and
desserts fared poorly (sec Table 6.5). : - : -

Table 6.5 ltaly: Quick Erozen Food by Product Group 1994 (MT)

Product Group : Retail - | Catering Total Change %
Vegelables " _ !so,ooor 108.400] 258,400 4.30
Single ‘ 96,870 $9,400 186,210 8.20
Mixed - 45,620 16,100] 61,720 4.30
Prepared - 4970) 2900 7,370H 278.50
Other o 25400 0 2,540

Potato Products 350000 - 40950 75,950 240
Fricd o 30,820 36,6000 - 69,420 1.20
Mashed ‘ 190 190 16.60
Other o 3990 . 2350 - 6340

Fish ' - 48,300 6,480 54,780 - 2.90|
Raw : : 12,950 24100 15,360 - -2120
Bieaded o 16,100 1,850 12,950 -10.40
Other 19,250 2,220 21,470 59.00
Molluscs/Shellfish ' 12,100 2,750[ - §4,850 15.90
Pastry Products : 9,650 1,020 - 10,670] 15.40
Dough ' 8,900 720] 9,620] - - NIA
Bread,etc - 750 3000 0 1050 . N/A
Peepared Foods 50,320 15,050} -~ 65370] 1730
Pizza T 20,250 4950 - 252000 4120
Pasta-Rice Dishes - 10,910 4,200 15,710 15.50
Other Meals 1,500 o500 N/A
Savoury Bakery -~ - 13,560 2,300 16,360 . -2.70
Dessests 4,100| 19,000 6,000 -14.30
Fuits . 380 L8100 - 1,480 - 2330
Meat P 5,100 - 4,150] - 9.250f - -15.10
Burgers ) 430 23500 L 6,565) - -40.70]
Cuts : o 68s| - 19000 - 2,585 2710
Gamo . o S 1] I I 1311/

Poultry . ' 102501 6,100 16,350 20
Whole 1450 0 600 02,0500 . 5.00)
Pieces 3,800| 5,500 16,350 - 28.80
Total | 1000 186,000] s07,100] . 600
Note: Percontage represents volume change over 1993 ' -

Source:  Quick Frozen Foods Intemational, Octobér l‘§95 _
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Despilte the fact that ltaly remains on Europe’s lower froutier of fiozen food consuming countries (8.7 kilos
per capita), there is plenty of room for growth. The total frozen food matket in Haly was about 507,100
tons in 1994, with vegetables and fruits accounting for almost 25 percent of the volume at 259,880 tons
(sce Table 6.5). : '

The rising use of frozen products in Haly’s restaurant sector has helped push up the market, even though
there has been a general decrease in gating away from home, This is due 1o the fact that more frozen foods
are used to replace traditional raw materials becauss of their greater flexibility, which simplifies cooking.
Futthemmore, they are available throughout the year, and, therefore, altow for better planning aniong nicnu
makers, ' : ' : : '

Chart 6.4 Italy: Frozen Food Categary Market Shares in ltaly 1993
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Chart6.5  Italy: l?ro_zén Food Consumption 1992-93
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¢)  The Netherlands

Growth in 1994 registered four percent without pouliry and perhaps ess with it though there weee a sharp
contrast between value-added and commaodity categories.:

Consumption of prepared Toods volume was up 16.7 perecnt o 43,700 tons, and within that category,
desserts showed a 19.8 percent increase to §3,300. Fish and seafood consumption was up 27.1 pereent, and
while a breakdowa was not available, it was estimated that most of the increase was in value-added
products. Consumplion declined stightly in vegetables, by contrast, and meat was up only slightly {sec
Table 6.6). . ' : :

Table 6.6 Netherlands: Frozen Food Consumption (MT)

i 993.

1994
Calegory Refail | Catering | Total Retait | Catering | - Total Change | -
Vegetables 30,700’ 16,000 ~ 46,700] 31,500 15,000 46,5001  -0.40%
Potato Products 51,200 30,000 82,200 62,050 30,000 92,050 5.60%
Fish : 10,586 26] 11,016 IL75) - 2,825 14,000, . 27.10%
Molluses/Shelifish . PAI R ' - '
Pastry Products 12,600 NA| 2,600 2,550 : - 2,550 -1.90%
~ |Prepared Foods 20,776 9075 29,360 30,950 ._'12,7_50r L 43,7001 16.70%
“|Desserts S 7,900] - 3,300 - 11,100 9,750 - 3,550 13,3000  19.80%
Fruit 160 400 500 CoB00f 0 400] - 500 S
Meat 36,600 38,200f 74,200] - 35,700] - 39,800] 75,500 1.80%
Total 163,750]  99,476]  264,226] 174,150] - 100,650 274,800]  4.00%

Source: Quick Frozen Foods lmcrnziiiona_l,_{);:'ldbcr 1995



)] Sweden |

Swedish frozen food consumption was up 7.8 peecent in 1994 compared fo 1993, the highest growth rate in
Europe, to 292,173 tons, with retail and catering volume growing pace (se¢ Table 6.7).

Table 6.7 Sweden: Frozen Food Consumption (MT)

—

- L 1993 _ 199
Category Retail | Catering | Total Retail | Cateving | Tofal [Change %
Vegetables - . 21,484 £3,333 34,817 20,175 13,682 34,857
Single : 11,305 8,587 19,892 10,934 8,962 19,896
Mixed - 10,179 4,746] 14,925 10,242 4,449 14,691 -1.5
Potato Products 20,547] 19,882  40,429] © 21,653 22,2671 44,920 111
Fries : 18,905 16,501 35,406 18,553 19,759] 38,312 82
Mashed . NA NA] ~  NA 1,400 1,400 31.6
Other 1,642 3,381 50238 3,8000 2,108 5,208
Fish | - 18,784 10,290 29,074} 18363 10479 29,342 0.9
Raw _ 14,141 68071 20,948 13,747 6,806 20,553 -1.9
Breaded 4,549 - 1,048 - 5,597 5,028 965 5,993 7.1
Other : - 94 2,435 2,529/ 88| 2,708 2,796 10.6
Molluscs/Shellfish 14,595 4,539 19,134 15820 6,104 21,974 14.8
Cooked _ - ONA| - NA NA| - 15,620 s,.874] 21494 N/A
Other - NA NAl -~ NA 250 - 230 480 - N/A
Pastry Products” - | 2,410 9287 11,697 2,683 10,908] 13,593 16.2
Dough NA| ©  NA| - NA 440 9,593 10,033] N/A
Bread ¢ CONAl O NA CNA| - 2,245 1315 3,560 N/A
Prepared Foods L 24263] 13,039 37,302 29,602] 28,018 57,620 54.5
pizza - 2,382 . 830 - 3212 3,499 1,029 4,528 41
Ready Meals 20,466) 6,448 26914 24364 - 21,338] 45702 - 69.8
Soups - U IS N 17 | BN 7 £ 88 - 138 226 17.2
Savoury Bakery 1,104 613 1,117 L2150 3,799 5014 - - 192
Desserts - : | 45 0 452l - 26) 455 718 58.8
[Other b 198 45390 4,134 175] 3,257 1,432 69.7
Freit - O} LISL 874 - 2,055  L6l6 2,028 3,644 9.1
[Meat _ 12,1790 34,8101 46,989 7,774 13,887 - 21,661 53.9
Burgers 4,208] - 8948] - 13,156] 4,428 9,504 13,932 1.8
Cuts -~ -~ | - 769 . L203] . 1,972 3,346 4,383 7,729 2019
Poultry - £38,787]  8,837]  47,624] 43,012 7,041 50,053 5.1
Clwhote o | 32648]  2,737] 353850 33,994) - 3626] 37,020 46
Clpieces o | 60390 6,000] 12,239 9,018 4015 13,033 6.5
Tofal - "155,089] 115935 2119_14‘_156734_ 125439) 292,173 1.8

- 'SOurce Qulck PrOzcn!oods In!cmanona! Oclobcr l995

e



2) Denmark

In confrast to Sweden, the growth rate was a refatively stow 2.1 percent, but there may be an anomaly here:
raw, breaded and other frozen fish products are shown declining by virtually identicat percentages and this
may reflect an attemplt to correct over-repotling of consumption for 1993 (see Table 6.8). :

Table 6.8 Penmark: Frozen Food Consumpilon (MT)
1993 1994 B
Category Retail | Catering | Total Retait | Catering | Total [Change %
Vegelables 20,851 9,347 30,198 24,839 8,573 33,412 10.6
Single 10,890 8,038 18,929 - 12,346 7,184 19,530 3.2
Mixed 9,960 1,309 14,269 12,493 1,389 13,882 23.2
Polatocs 13,972 9926 23,697 15,344 9,946] 25,290 6.1
Fries 8,161 5,524 13,686 9,206) 5572 4,718 R
Mashed 5,511 4,401 9911 - 5,677 3,183 8,860 6.1
lother | 461 1,191 1,652 -
Fish 15,786 9,492 25,2781 14,186 8,537 22,123 101
Raw 10,967 - 8,408 19.375] - 9,854 1,556 17,410 -10.1
Breaded 2,661 9s8l .. 3,619 - 2393 858 3251 - <102
Other S 2,158 £36 2,294 - 1,939 123 3,062 -10.1
Motluscs/Shelifis 8,434 3,462 1,896 2,579 - 3tu 10,690 .. -10.1}
Cooked NA ‘NA NA| - 4886 - 30781 7964 - N/A
Other . . NA NA| 0 NA 2,693 -3 2,726 - N/A
Pastry Products 31,536 5,096 36,732 31,536 5,196)« 16,732 6.1
Dough ~ " NA NA] NA 11,093 . 2,246 13,339 - N/A
Bread NA NA NA| 20443 2950 23393 N/A
Prepared Foods 41,448 9,154 50,602| - 43,177 . - 9,400 T 82,517 .39
Pizza 44171 - 612 5029 4,306 4281 .. 4,734 5.9
Ready Meals 17,017 4,569 21,6461 - 19,091 5,149 24.240; - 12
Soups _ 13,234 777 14001 13249 771 14,020] N E
1Savoury Bakery . 3,828 596 43230 . 3,325 - 497 . 3822 12.6
Desserts ' 1,594 558 2,194 1,681 5900 2,271 .
Other 1,298 2,096 - 3,395 1,525 1,965 - 3,490 VE: I
Fruit gl 1393 2,164) - 527 0 1,054) - 1,581 269
Meal 11,515 9,606] 21,0200 - 9010| 9.900| 18,910 _--l_OJ
Burgers o 936] - 2492 3421 8l12 22,558 3,310 =17
Breaded ik 1,164) - 1,367 47 1,004) 0 1260 2.8
- {Cuts 6,476 3,381 9.857| 5,038 . 3,564 8602  -12.7
Other 3,800 . 2478 63690 2913 3764 5677 -10.8
Poultry _ 77473 19951 47,464]  29,097]  20942| 50,0391 . .34}
Total - 169,816] 77,219 247,018].

Source: Quick Frozen Foods International, October 1995 .
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h) Belgium

The retail frozen food consumption accounted for 125,955 tons (67 percent) of the total frozen market
{188,155 tons) in 1994 (sce Table 6.9).

Retail volume grew dramaticatly in most calegoﬁes in 1994, with an overall growth of 8.F pereent.
However, the catering segment contracted by 5.8 pércent. Not surprisingly, French fries’ growth rale was
among the highest, and volume was up 13.8 pereent last year (othcr polato products fagged at a mere 4.2
percent).

Table 6.9 Belgium: Frozen Food Consumption (MT)

Calegory ' 1993 1994] Change %
Vegelables 22,7165 123,900 50
Raw o 17,000 18,000 58
Prepared 6.856] . 5,900 (14.0)
Potalo Products 53,740 60,600 12.8
French Fries ' S 36,900 42,000 138
Other : - 17,840 18,600 4.2
Fish 10,676 11,900 1.5
Raw .. 5,666 . 6,175 8.9
Breaded o 3,710 3,945 6.3
Other o _ 1,300 - 1,780} 36.0
Molluscs/Shellfish ' _ 2,400, 2,']’00 125
Prepared Foods - : L21210( 21,555 R X
Pizza - : 3,660 38000 3B
" |Ready Meals, 2 . 82001 8250 0.6
Soups © © | ' C 4,360 © 3,980 (8.7
Savoury Bakery ' L1060 - . 5,525 8.3
lOther _' | 4000
 Mear - 2,800 2,950 53
fPoultry : 1450 1,575 8.6
- |Whole o S n.a 200] - ir.a.
P(eces : - mal o 618l na.
| Total Rel‘all C 116,460 125955 8.4
Catenng B 66,000 62,200 {5.%)
[Grand Tofal ' 182,460] 188,185 i.5

Source Qusck I'roz.,n f-oods lnlcmal:onal Ocmb-:r 1995 L



i) Austria

Belter reporting probably accounts for some of the 3.7 pcncm increase, to 121,600 tons (exclusive of meat
and poultry) reported for Austria in 1994. A 66.7 percent rise in pizza, for cxample, appears Sl!SplClOUR
and a 550 percent increase in savoury bakery products even more so.

With ready-to-sesve meals showing a 29.9 percent decling, it \xould appear thal some producls reported
under that heading for 1993 must have been shifted into “other™, which ranup a 617.5 percent increase (sce
Table 6.10).

Table 6.10 Austria: Frozen Food Consumption (MT)

Category ' 1993 1994] Change %
Vegetables 43,350 44,330 23
Potato Products 27,1000 27,900 29
Fish/Seafood 14,100 14,700 421
Prepared Foods 3,100 33,000 6.5
Pizza 3,660 6,100 66.7
Ready Meals 8.200 15,7501 (29.9}
Savoury Bakery ' 1,100 - 7,150 550.0
Other 8,360] - 14,000 67.5]
FruitJuices :  L3so] LR0O] - 333
Tolal 117,300] 121,600 3.7

Source: Quick Frozen Foods lmcma!ional,m(")cmbcr 1995 -

i) Norway

Norwegians consumed 7.4 percenl more {rozen food in 1994 than in 1993, according to Norwegian Frozen
Food Institute. However, they wére consuming a lot more in 1993 than previously reporled: in its annual
report for 1994, the Institute revised its 1993 ca(enng totat from 28,500 1o 41,570, and its grand total from
85,500 to 98,570. co

At 105,900 tons for 1994, Norwegian consumplion reached 24.6 kg per capita, belter than Germany and

the Netherlands. 1h 1994, growih was all in the retail sector, up $3.3 percent o 64,600 tons, and the Jargest
single category increase was pizza, up 38.4 percent (see Table 6.11). .
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Table 6.11 Norway: Frozen Food Consumption (MT)

[ L T
Category Retail | Catering | Total Retait | Catering | Total ﬁ_ﬁt_gggg
Vegetables 10,500 4,600 15,100 11,600 4,400 16,000 6
Potato Products 4,500 6,650 11,150 5,300 6,800 12,100 835
Fish/Seafood 10,500 1,300 11,800 14,100 1,250 12,350 4.7
Raw 3.850 300 4,150 4,100 400’ 4,500 84
Prepared 6,650 1,000 7,656 7,000 850 7.850 26
Moltuses/Shelifish _ 550 550 900 550 1,450
Pastry Products 4,500 2,000 12,800 4,600 8,500 13,100 23
Prepared Foods 10,850 2,100} NA 14,300 1,950 16,250
Pizza 7,950 250 8,200 1,060 . 250 11,250 31.2
Ready Meals 245 1,350 3,800 2,900 1,250 4,150 9.2
Desserts 450 500 1,520 400 450 850 '
Fruit 570 100 550 650
Meat 7,350 15,500 22850 7,800 15,200 23,000 0.7
Raw NA NA 2,500 2,500
Prepared 7,350 NA NA 7,800 12,700 20,500
Poultry 8800/  2,000] 10,800 8900| 2,100 11,000 1.9,
Total 57,000 __ 41,570] _ 98,570] 64,600  41,300] 105900 74|

Source: Quick Frozen Food International, October 1995

k) Fintand

At 10.6 percent, Finfand showed the greatest increase in Q
it was a startling rebound from 1993 when consumption

Table 6,12 Finland: Frozen Food Consumption (MT)

o Source: Quick Frozen F

Etegor'y- 1993 1994 Change %
Vegetables 15,606 17,564 12.5
Potato Produéts 17,340f 18,558 1.4
- |French Fries 13,447 14,300 6.3
Other 1,893 4,258 04]
 [Fish 9,111 9,984 9.6
Raw - 5,596 5,951 6.3
‘IBreaded 3,515 3,219 (8.4)
Other . | 814 NA[
Melluscs/Shelifish 479 454 {5.2)
Pastiy Products - 4,500 7,678 ~.70.6
Piepared Food 5,727 6,739 YN
Pizza 2,585 2,579 :
Ready Meals . 5,194 3,244 47.9
|Soups 948 996 Q.49
Fruit . 2,987 31971 . 70]
- Meat 2,247 2342 43 -
~lPoultry 4,618 3034 el
. |MisceManeous 2279 , S
< |Total - L 62,894 . 69,580 106
oods Inkemational, October 1995 S

I'F consemption for any cotintry in Europe, and
actually stipped slightly {sce Table 6. 12).



6.1.4  American Markef

The total sales of frozen food in food service sector were USDS7.7 billion in 1999, Food service sector and
sclail sales accounted for USD10.6 billion and USD27.1 billien respectively. Supermarkel safes
contributed about USD2S billion of the total retail sales and (he balance was from mass merchandisers

sales (source: America Frozen Food Institute, 2000).

Table 6.13  United States: Sales of Frozen Food in Various Sectors

Frozen Food Service Sales (lechnomic, Ine, 1999) UsD .
Bakery Products 3.0 biltion
Dairy Products 5.3 billion
Fruils/Vegetables 5.7 billion
Juices 860 million
MeatFish/Poultry 22.5 billion
Prepared Foods 2.46 billion
- Soups/Sauces 660 million
Frozen Foods in Supermarket Sales (lRl !999) :
Appetizers/Snacks 507 million
Baked Goods 385 miilien
Breakfast Foods 886 million
Desserts/Toppings 760 million
Dinners/Entrees 5.8 billion
Fruit 198 miilion
fce CreamSherbet 4.3 billion
Juices 1.1 billion
Meat 829 miltion’
Novelties 1.9 billion
Pasta © 1247 aiillion
Pics 3182 million
Pizza 2.3 bitlion
Plain Vegelables 1.6 bittion
Pot Pies 309 million
Potatoes/Onions 857 million
Poultry £.5 billien
Prepared Vegelables 1H million
Seafood 990 million
Side Dishes 236 million

Percentage of Total Supermarket Sales -

7 percent (FMIand IR11999)

Pervcentage of Total Food Scrvice Sales

33 percent (Technomic, Inc.)

Total New Frozen Product Introduclions in 1998
1,527 (New Product News)

Average Space in Supermarkets for Frozen Section
700 linear feet ‘

Number of Employecs

169,100 (Burcau of Statistics 1997)
Source: Ametica Frozen Food Institute, 2000
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According to a report by the Frozen Food Age magazine and the American Frozen Food Institute (AFFI)
the US consumers behave more positively toward frozen food. They recognise frozen products as effective
home meal solutions and appreciate the ease and quickness of preparation.

US job growth and the increase of women in th¢ work force have spurred the movement toward meal
solutions, which presents an opportunity for the frozen food. On average, frozen food in supermarkets have
gained 20 percent more space over the past 10 years, and dollar sales of frozen food products in
supermarket increased by 3.2 percent between 1996 and 1937. The marketing of frozen foods as dinner
solutions already had an impact on sales, as the fastest growing categories are dinner solutions, with frozen
pizza, pouliry, meat, seafood, and dmnerufentrees topping the list. The marketing of frozen producis as
healthy and great tasting may provide a strategic markeling positioning for the frozen food category.

Another good opportunity for the frozen food is to target the ethnic groups, in particularly Hispanics,
which is the fastesl-growing ethnic markel, Local consumers have also been experimenting ethnic cuisines
and these cuisines are becoming more popular. The following is Promar International Inc (PROMAR)'s
graph of selected ethnic cuisines’ development and market characteristics in the US market:

Chart 6.6 Hlustrating the Market Characteristics for Selected Ethnle Food in the US Market

?
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PROMAR s tesearch broadly segregates the ethmc food markets into four phases, namely exotic, narrow,
expandmg, and mainstream. The food producis, which are charted at the exofic and narrow stages, are
those in very young “start-up” industries. As the products become more eslablished, they will enter the
- expanding stage like Caribbean, Korean, and Vietnamese foods. These miarkets grow rapidly with
. accelerating demands. In contrast, food products that reach the mainstream phase, such ltalian, indicate

- that the market has already entered a matire stage whose more compelitive nature inevitably leads to a
' slower and steadler grow!h rate,
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There appears to be a number of emerging (exolic, narcow and expanding) ethnic food segments. For the
purpose of this study, it is appropriate to highlight that Chinese and Thai food markels are expanding and
have attracted some national players. The research also indicates that most of the products are channelled
through food service or retail outlets. Product standardisation is comuton in the food service sector for
these food markets. '

The Korean, Viclnamese, Japanese and Indian food markels are emerging markets and as such, they are
fragmented, and regionally concentrated with limited distribution. The consumer groups of these products
are enthusiasts and experimenters. On the whole, authentic types of cuisines are more popular among
CONSUMETS. :

As for the overall US frozen food market, the food service markel accounts for 60 percent of U.S. frozen
food sales. Frozen food makes up 32 percent of total food service sales in 1995, totalting USD98 billion.
Categories of frozen products used in food service include meat, fish, poultry, fruits, vegetables, and dairy
and bakery products, prepared foods, soups, sauces, and juices. The frozen meat/fish/poultry category
represented the largest share of the food scrvice sales in 1999 (source: American Frozen Food Institute,
2000). ' :

The food service operations indicate that frozen food helps reduce labour cosls, is more convenient and
casier to store. The main reasons food service operations use frozen food are first, availability, followed by
product consistency, reduced preparation time, portion contro), high quality, ease of storage, price stabitity
and low costs. According to the US National Restaurant Associalion survey, more than half of respondents
agreed that frozen food is mote nulritious than non-frozen food (source: America Frozen Food Institute,
2000). ' '

Total retail sales of frozen foods in the US reached more than USD25 billion in 1999, up over one billion
doltars from 1998, The frozen dinner and entrée category continie to be the largest within the retail frozen
food markel with more than USDS.3 billion in anqual supermarket sales. The frozen seafood and
dinnerfentrée category experienced the largest growth from 1998 to 1999, with sales of the seafood
category increasing by 13.2 percent and the dinncr/entree category increasing by 11.4 percent. A récent
study conducted by FIND/SVP indicates that the Home Meal Replacenient market has surged to USD8S
billion in 1999, and it is expected to grow at 8.6 percent p.a, reaching USD109 billion by 2002 (source:
America Frozen Food institute, 2000). : .

According to recent studies, frozen enlrecs are now among the top 10 most frequently served in-home
suppess. Both the ice cream and frozen novelty categorics experienced an astounding 150 percent growth

in sales over the past decade. For the live-year period from1998 to 2003, the market for frozen appetisers
and snacks is expected lo increase dramatically from USD411 miltion to USD662 million.
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A.C. Nielsen, an inteinational matket research firm, has charted the US national market trends, consumer
profites of frozen food customers, their altitudes, and purchase behaviours. The following are the
sumnmiarised findings:

) Heavy consumers of {rozen food tend to buy a lot of prepared entrees and dinners, while light
users generally stock up on ice cream and frozen noveliy producis.

. The older one gets, the more frozen foods are purchased for personal consumption though families
remain the heaviest usees in absolute terms.

. Vegetables are still the universal frozen food with the largest buyer base and profile. 53 percent of
17,000 houscholds surveyed by Nielsen responded that frozen vegelables are more nutritious than
canned or shelf stable offerings. In almost every other category, the perception was that [rozen and
canned or shelf stable produet qualities are equal.

L Overwhelming across most scgments, consumers choose [rozén above non-frozen products
because of their convenicnce and easc of preparalion. The big exceplion was ice crcam, where 54
percent of those surveyed replied that quality and taste are of paramount concern in deciding their

_ selection. In other product lines quality and taste are generally rivalled price are genersally second
- in importance. However, variely of seleclion ranked second for those buying snacks and hors
d’ocuvres as well as vege(ablcs and ice cream.

Ina survc_y' asking Americans to name the !op items_ which they would least want lo live without, frozen
food products were placed among the top three items (source: American Frozen Food Institute, 2600).

6.1.5  Asian Market

During the last twe years, the food industry has gone through a slow-down in new developments and
production. The food industry is now recovering as nore consumers begin to appreciate the freshness,
quality, and convenience found in chilled and frozen foods.

The recent food consumption trend has indicated that Asian food products are more popular than Western
food products like pizzas, wedges and lasagne. For cxample, duniplings are more popular among Ihe
~.Chinese in Asia compared to Westem food. The current Asian markel trend also indicates that there is a
“continuous growth in demand for typical Asian convenienee lood prodicts (such as instant noodles,
processed meat, seafood (ﬁsh balls), and frozen dim sum), It is forecasted thal demand for Asian food
~ products will grow further if the quality of Asian food is compalible to Western convenience food, and if
the distribution channel is moré effective and efMicient. The market has also indicated that there will be
hsgh growth potenua! for tradmonal Asian health foods lha! are enriched Wllh new nulritional ;ngredlcnlq

Asrans are becoming more dnqcemmg in food selection and are dcmandmg higher quahty. nutritious, and

. tasty food. Food producers who intend to penclrate the Asian market have to be more sensilive to the

changes in consumplton behawour lak:ng place among Asian’ consumem
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Table §.14; World Imports and Exports of Seafood and Meat Products in ASEAN, Asia, Europe,
North America, and the World 1997%
Neorth
__Asla Europe | America | ASEAN World

Crustaceans US 000 UsS600 § US ‘000 US ‘400 Us ‘000

Import ) 4,440,859 2,441,728 3,485,063 150,915 10,545,636

Export 4,356,97d 1,192,366/ 1,176,297 2,647,235 9,294,864,
Chilled & Frozen Fish Fillet 7 ]
- Tport 983,176 3,010,927 1,462,520 44,591 5,738,281
| Export 751,924 2,599,741] 504,468 198,006 5,117,287
Ccphalopods

Import 1,151,074 1,135,770 157,428 60,239 2,500,135
- Export 875,19 415,970 164,317 145,350 2,347,320
Ftesh, Chilled, and Frozen Mcal® N

Import 10,669,996 19,250,482 4,142,292 444,854 35,897,592

Exporl 2,854,340 18,536,244 7,510,289 162,249 35,578,376
Demersals _

Import . 983,174 1,602,964 975,929 28208 3,098,149

Export 215,054 1,554,282 | 347,509 114223 2,953,072
T'OTAL IMPORT 18,228,281] 27,441,868 10,223,232 728,818 57,779,799
TOTAL EXPORT 9,053,492 24,298,605 9,702,880 3,467,063 55,290,919
TOTAL. IMP LESS TOTAL. EXP 9,174,789 3,143,263 520,352 -2,738,252 2,488,880

Nole: *The figures for Fresh, Chilled, and Frozen Meats were from 1998

From the above analysis, we can conclude that Europe, Asia, and followed by North Anierica are the main
regions for the import and export of frozen and chilled scafood and mcat products. ASEAN appeared (o be
a net exported of chilled and frozen food, mainly crustacean.

The chilled and frozen food markels in various Asian countries arc explained below:
a) Japan

(1 Historical Development Of Japan’s Chilled And Frozen Food Industry

This industry began in carly 1900 with {rozen seafoed. The modern frozen food development in Japan
starled in 1920s, with the introduction of foreign refrigeration technology from the US and Denmark. Aftes
a major earthquake in 1922, the Japanese Govemmenl realised that frozen meat and scafood, which could
be stored longer, were useful during emergencies. They initiated the promotion of frozen fish by giving
grants for several years to private companies who built refrigerated warchouse and boats.

During the war period (1941 to 1945), frozen food was supplied for mainty military usc. Afler the war, the
Japan frozen food industry focused on export of frozen seafood and supplying to central kitchen for school
funches. In 1960s, the development of frozen food was accelerated with the local production of plastic
packaging film. The Tokyo Olympic Games in 1964 was a tuming point to the Japanese frozen food
industry. It spurred the Japanese to change their diet custom loward more meat-based meals inspired by
world-class athletes. Many new small and medium sized producers began to enter the frozen food industry
subsequent to the Olympic games. o
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The Tapanese Government had initiated a massive “cold chain” promotion programime in 1965. The overall
purpose of the programme was for “modernisation of food distribution system, towards the systematic
improvement of dicling custom™. The following are the objectives of the cold chain programmes:

. hmprove health of citizens _
) Reduce wastage of agricultural products
* Strcamling the supply of food, i.c., to stabilise scasonal fuctuations of supply and price, and to

expand feod supply from remole arcas

The cold chain programme included the foltowing:

. Establishment of the cold chain (including production, storage, distribution, and relailing)
. Establishment of food standard, grading, packaging standard and inspection system

. Database on lood dislribution

. Processing facilities at the point of production and distribution

» R&D on time-temperatore tolerance (T-TT) of food

. Pablicity and prometion (including introduction of a cold chain logo)

The Govermmenl agencics invofved were the Ministry ol Agriculture, Ministey of Health and Ministry of
Trade and Industry. Under the cold chain programme, a massive experimental study was carried out. The
experimental study included sciting up of 30 agricullural production arcas, demonstration truck {equipped
with freezing facility) trip for two years, and also involved the biggest wholesale markets in Tokyo and 45
retailers.

By 1969, the production of frozen food in apan recorded a growth of six-fold from approximately 20,000
tonnes in 1964 to 120,000 tonnes. Begirning 1970’s, the frozen food industry had developed rapidly with
the introduction of fast food, supermarket chain, and popularity of eclectric home appliances (c.g.,
refrigerators and microwave ovens).

(2) _!ns(iluliona! Deve!opmenl in Japan’s Chilled And Frozen Food Industry

In 1949, four major players in the industry established the Japan Frozen Food Inspection Association for
Export to ensure the good quality of exported frozen food. ln 1958, the Frozen Food Promotion
Associalion was also sef-up. The Frozen Fish Association, ¢stablished in 1964, promoted the consumption
of frozen fish and other frozen food. The Government had subsidised the prontotional aclivities of the
association and in 1967, they atso subsidised refrigeration showcase purchased by retailers.

In connection with the rapid industry growth in 1960s, the Frozen Food Promotion Association and Frozen
Fish Association were reorganised in a new association in 1969, namely the Japan lFrozen Food
Association (JFFA).

In 1970, JFFA introduced a sell-regulation programme to secure product quality and hygiene of ils
members. Mémbers who achicved the standard sel by JFFA will be given a certilicate and are allowed (o
display it on their products. Monthly audils are carried out randomly and the certificale withdrawn if
members failed to maintain the standard.

In addition, the JFFA also carried out educational and promotion campaigns on frozen food consumiption,
which were subsidised by the Japanese Government for 10 years. :
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Through the Frozen Food Related Industries Liaison Commitice of JFFA, a Handling Manual Throughout
the Cold Chain was released. The manual provided guidelines for the proper manner of handling cold
storage, transportation, chilled and frozen food retailing manneis, and consumption of chilted and frozen,
This comuittee consisted of membcrs from production-storage-transportation-distribution-retail channel,
cquipment manufaclurers, consmmers, scholars and ministries and Government agencies. The objective of
this committee is to secure frozen food safety threughout the cold chain.

&)} Curvent Development

Total sales of frozen food in Japan recorded 2.2 million melric tons in 1998, vatued at approximately 861
billion Yen (soutce: Japan Frozen Food Association). Prepared food is the core segment of the market and
accounted for hatlf of the industry’s sales.

Production of frozen food in Japan has risen by more than 2.5 limes since 1930, by 45 percent since 1990,
and by an average of 3.4 percent between 1994 and 1998. Domestic production accounted for arcurd 70
percent of the total supply with imports making up the balance (source: Japan Frozen Food Assoctation).
Japan relies heavily on imported raw material for its food production, especially for its fisheries products.

Food production and food service industeies for institutional players dominated the Japanese Frozen food
market and accounted for 72 percent of the total production in 1998, The production for retailers has been
on the up trend for the past five years (1994-1998) with a higher compounded annuat growth rate of 5.0
percent as compared to 2.4 percent for the production for the production for institution uscs.

The following Table 6.15 shows that the prepared foods as a wholc in 1998 increased 0.4 percent, out of
which, fried foods decreased 3.0 percent and foods other than fried were up 2.3 percent from 1997.
Fishery products decreased 2.7 percent and farm products increased -1.1. Confectionery increased 6.3
percent and lvestock products increased 5.3 percent. '

Table 6.15 Production Yolume & Value of Frozen Food by Categories 1997 & 1998
. Yolume Growth Yolume Growth |
Category 1997 1998 1998/97 1997 1998 199897
{(MT) MT) Y% million mitlion Yo
, : | yen yen
Fishery products 103,485 100,651 97.3 90,054 87,860 97.6
Farm producls 88,892 §9,894 101.1 21,866 23,084 105.6
Livestock 22,370 23,562 105.3 15,064 16,075 106.7
products : _ _ : '
Fried foods 445,223 432,068 97.0| 235138 226,500 96.3
Prepared foods 771,333 788,808 1023 | 356,272 365,523 102.6
other than fried :
foods : ' o . ‘
Prepared foods 1,216,556 | 1,220,876 100.4 591,410 592,023 100.1
total . ' ' '
| Confectionery 50,7341 53,927 10631 27,496 28472 - 103.5
Sum Total 1,482,037 | 1,488,910 100.5 741,514

Source: Japan Frozen Food Association, 1998

745,890

100.2 ] -

Japanese consumplion of frozen food reached 2.2 million tons in 1998, valucd at 861 biltion Yen. The

compounded annual growth rate of frozen food consumplion in Japan for the period of 1994 to 1998 was
- 4.5 percent per annum and the growth rate has been quite stable (see Table 6.16). In 1998, the per capita

consumption of frozen food in Japan was 17.4kg. - ' .
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Table 6.16 Japan Frozen Food Production and Consumption

1994 1995 199 1997 1998
‘000ton | ‘000ton | ‘000 ton | ‘000 ton | ‘000 fon

Frozen food production 1,319 1,365 1,420 1,482 1,489
Frozen vegetable imports 50t 548 604 627 706
Total frozen food consumption 1,829 1,913 2,024 2,109 2,194

Source: Japan Frozen Food Association

Chart 6.7 Japan: Production Volume Chart 6.8: Japan Consumption Yolume

by Categorles 1998 by Categories 1998
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Source: Statistics on Various Aspects of the Japanese Frozen Food Industry 1998; Japan Frozen Food Association

The above charts indicaie that the local produclion of farm products is not able to fulfil the deinand,

Accordmg to a study by USDA’s Foreign Agriculture Service {USDA/FAS), the rapxd growth in the
Japanese frozen food industry can be attributed to its increased price compeliliveness and quality. Societal
changes have also played a large role. As the numbers of working women increase along with growth in
the elderly and single person households, Japanese consumers continue to ook for ways to reduce cookmg
time. Housewives ate also turning to frozen food to reduce their cooking burden. There is even a growing
trend for frozen food to be consumed as main meals and not just as side dishes.

In the food service sector, frozen food is also gatning in importance as restaurants try to reduce their
operational costs by purchasing processed lngredrents in frozen form, which can be quickly heated and

. served to patrons. The trend toward reducing cost in the food service sector provides many opportunilies
for suppliers of ingredient (e.g. processed frozen meat, seafood potalocs, and green soy-beans) to sell to
restaurant chains and independent festaurants.

Influenced by. lhe boom of “Home Meal Rep!acemem" (HMR) in the United States, HMR has become a

new marketing strategy for Japanese frozen food industry. Japan has long had a concept similar to HMR,

such as souzai (delicatessen) and obenfo (lunch box). However, some supermarkets, for example JUSCO,

have recently adopted an HMR concept similar to the US by setting up “real meal corners” in their slores,
 offering foods which are ready fo heat, Convenience stores have also picked up on the idea and are now
offering a wide variely of ready-lo heat d:shes such as croquettes fried shnmp, fried vegetables, and nce-
based dlshes :
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Key factors behind the growth in this scclor include a growing preference among consumers to spend fess
time cooking and to eat their meals alonc. One of the USDA/FAS report indicated that the most impostant
feason Japanese consumer purchase frozen (ood was convenieace (about 90 percent), with variety and cost
ranked second and third. In a similar survey, Americans also ranked convenicnce as prime reason for
purchases (80 percent), but laste and variety ranked sccond and third (source: USDAS/FAS, JAS028,
1995). A different study by Sanwa Bank on general food preferences showed that Japanese’s most
important selection criteria for food was freshness (88 percent), and lollowed by price and laste {(source:
USDAAS, JA9T62V, 1997). ' '

The top five frozen food product categories in 1998 in terms of value were croquelle, rice products, cutlet
(beef and pork), ndon noodles and hamburger (meat toal). Chinese cuisine, pasta and Japanesc noodles are
showing substantial growth potential while gratin and frozen snacks are stuping {source: USDA/FAS).

With the diffusion rate of inictowave ovens over 92 pereent, these products shoutd continue to be big
sellers in the future.

b) China

Total population in China is over 1.2 billion and about 10 to 15 percent of the population consume
processed food. . According to John Trigg, export ditector of Aplin & Barret Lid (part of the Cultor Food
Science organisation), consumers in China are still very price seasitive, somelimes at the expense of .
product qualily. Over the last five years, however, the consumption patiem of the Chinese has changed.
They are now more aware of new food products, appreciate good quality, and value for money food.

c) Taiwan

Frozen food production, exports, imports and domestic consumption in Taiwan all grew at a feverish pace-
in 1994, according to Chinese Frozen Food [nstitute (CFFI). Where per capita consumption reached 14.25

Domeslic ¢consumption was 287,762 tons, up 28 percent from the 224, 840 reported in year 1993, Other
highlights of the CFFI's report are thal exports increased 17.6 percent in volume, 10 592,439 tons; and 17.4
pereent in value to USD2.033 billion. Imports grew even faster, ie., 45.6 percent to 167,485 tons in
volume and 36.3 percent lo US$416.5 million in value. Production for domestic consumption was up 32.3
percent to 120,277 tons in votume to NT$8.670 billion. Dumplings accounted for nearly 40 percent of
domestic oulput in 1994, at 31,556 tons, with volume up 13.4 percent from 1993 (sce Table 6.17).

Western tastes are evidently catching on. Domestic production and consumption of fried chicken nuggels
was up 68.2 percent to 7,858 tons. Battered products, presumably seafood-based, shot up 230.2 percent to
4.817 tons. And whilc frozen pizza reinains 2 tiny category, it was up 78.8 percent. Tonnage for Chinese
buns, by confrast, was ofi 0.5 pereent to 13,498 tons. L . o I

On the import side, the faslest growing category was vegelables, with tonnage leaping more than five fold
from 4,521 (6 26,086. With domestic production for 1994 nearly double that for 1993, frozen vegetables '
consumption in Taiwan tripled over the year (sce Table 6.17). - R R
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Table 6.17 ‘Taiwan: Frozen Food Consumption 1394

Category Productions* Imports Cousumption
o _ ton | ton ton
Fish and scafood 1,940 68,677 70,617
Meat & poultry 23,991 72,255 96,246
Vegetables and Fruits 14,191 26,553 40,744
Prepared foods 79,008 - -
Dough produets _L147 - -
TOTAL 120,277 ) 167,485 287,762

*Production for domostic consumption
Source: Quick Frozen Foods Intcmational, April 1996

6.1.6 Southeast Asian Market

The demand for food is highly related to a nation’s population. The total population of Thailand,
Philippines, Singapore, Malaysia and Indonesia is aver 370 million. Wilh the exception of Singapore,
~average per capita income is pegged at between USD3,200 to USD11,100. The purchasing pcm.er is
growmg as well as the qpendmg on processed foods.

The region's native abundancc of fresh produces, r:Specnlly meal and seafood, has oflen been seen as a
major obstacle in the development of the frozen foods market. With fresh and chilled products readily
available at refatively low prices in both traditional marketplaces and modern supermarkels, frozen food
tend to be viewed in a somewhat negative light. They are not “fresh” from the farm or ocean, hence, the
quﬂily is deenied suspect. Moreover, their scaled packaging forms a barrier preventing consunters from
. assessmg the food quahly and tastc

Frozen foods also suffer froni an image probtem Most Asians harbour negalive nolions about frozen
foods as bemg not fresh, and since l‘resh products are so casily available, it is difficult to change this
'mmdsel

Reasons for buycr SCepllcnsm may also ilc partly in poor handling praclices on ihc part of Supphers Well-

publicised outbreaks of food poisoning in Europe and Japar may have contributed to such misgivings over
frozen foods. In 1998, for example, CP Retailing & Marketing Co. of Thailand had to counter allegations
" broadcast over a Thai radm network that claiined the company m_|ccled formalin into its frozen dim-sumt as
a preservatwe Such news tarmshes the npulanon of rm?m food,

' I,ducal:on is l't“(]l.ll[td 1o change consumers peruephon of the qmmy of chilled and frozen food. They need
* to be informed that the quality and taste of chilled and frozen food is comparable to the fresh alternative if
!he ch:llmg, freezmg and handlmg proccdu res are properly camed oul.

- Mosl of the productmn of scafood from Soulheasl Asian countrics arc cxporled to foreign countries due (o

T the strength of US dollar, hence, the éventual for¢ign exchange gains. In addition, exporters also cited that

' there is substantial demand for frozén foods in countries such as the US and Japan, because buyers are Iecs
' c0ncemed about l'reshness and price accuslomed as they are to ihe convenience of frozen foods

g lssues such as mgaIWe consumer perceplion and lhe ready ava:labihly of fresh food have made it more

*difficult for frozen food manufau’:lurers to market their production in Southeast Asian countries. Greater

effort and expenses are also tieeded o build consumers® confidenice compared fo the established markets. It

- would, therefore, be more beneﬁcnal for 1hesc food producers lo mnr:enlfalc their matketing resources in
verSeas marketc ' : L ,
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There is a gradual and steady trend in a shift from simple processing or packing towards producing value-
added seafood or meal products, such as fish or meatballs, finger food items, surimi and convenient ready-
to-eat foods. This is in response to the increasing demand from more developed countries that source food
products from this region. '

The current growth of chilled and frozen food industty in Southeasl Asia is contributed by the food service
sector's growth. Since the 1980s, miore Western restaurants and fast food chains have appeared and
through them, more varicties of weslern cuisine and snacks have been introduced to the market. This has
spurced demand for food such as frozen pizzas, meat patties, nuggets and Freach fries in supermarkets.
Local producers have recently introduced local favourites like frozen spring tells, curry pufls, rofi canai,
Chinese pau, semosa and dim sum. Major relailers feel that once people are used to consuming such foods
they will continue to do so, although if the quality was acceptable, they might switch to cheaper brands,

The demand for frozen food is highly related to demographics changes, such as rising urban population,
greater disposable income, and lesser time for tedious home meal prepatation. With more women enlering
the workforce, frozen food, especially ready-to-cook meal compenents, is becoming a well accepted
allemnative. ~

This trend is more visible in urban centres like Singapore, and the targer cilies in Mataysia and Thailand,
where most busy, affluent young families have lesser time to spend purchasing food from traditional wet
markets and prepating complete meals. Most urban households have microwave ovens and refrigerators;
hence, frozen food especially minimally-processed and meal components are beconiing popular.

As for the food scrvice providers, the prolonged shelf tife of frozen food cnables them to stabilise their
supply of raw materials. This can assist them (o reduce their produciion cosls, reduce wastage, and enjoy
higher profits in the long tun. ‘

The chilled and frozen food market in Southcast Asia will expand further as these countries become more
developed. There is a large potential market for food players with 34 percent of the population in Southeast
Asia below §4 of age.

If the experience of markets such as Auslralia and Japan fore states the future of this region, then the
projected growth of frozen food in Southeast Asia might prove to be far larger than estimated.

The chilled and frozen food markets in various Southeast Asia countrics are explained below:
a) Thaitand

In Thailand, the frozen food market grew from USD20 million in 1991 to USD31.8 million in 1996. Sales

of frozen TV dinners in Thailand were reported (o have risen 60 perceat in 1996 from USDA.8 million in
1995.

The economic downturn, however, has led consumers to fum to cheaper sources of protein other than
frozen seafood. A spokesman from scafood producer, Wales & Co. Universe Ltd, said there was litile
growth potential for the domestic markel, especially in-frozen shrinip, given ‘the current state of the
cconomy. Demand for frozen scafood would take time to catch up with fresh itews, and only when the
cconomy improves. Frozen meat was noted to have become more popular than fresh versions.
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Thaitand, the world’s largest shrimp exporter, saw its frozen shrimp exporls growing by 14.2 percent,
registering USD3S7 million in the first four months in 1999 (source: May Ao Company Ltd of Thailand
("May Ao"}). For example, May Ao and Compatriot L.C.C. Costnos cxports at least 95 percent of their
yearly frozen scafood production, approximately 6,000 tons and 10,800 tons respectively. Most of the
expols are for foreign restaurants and supermarkels. It has also been estimated that there are about 20-30
Thai companies expotting 160,000 tons of fiozen seafood annually, worth about US1.71 biltion (source:
Dr Marut Masayavanich of Fhai Fisheries Public Co. Ltd).

Thai frozen food producers expect strong gains in 1999 and 2000. One of the largest frozen food exporter,
Surapon Foods Plc [“Surapon”](with USD 166 million of revenues in 1998) expects rising sales from high-
value exporls. Surapon produces frozen shrimp and cuttlefish, sashimi, frozen breaded shrimp, frozen
ready-to-cal prawn dumplings, scafood brochetles, and seafood balls and about 70 percent of the
company’s exporls are to Japan,

Similarly, Thailand’s largest frozen seafood exporter, Thai Union Frozen (TUF) has also expressed
confidence in 1999°s performance, forecasting a 40 percent profit growth to USD4S million from USD32
million in 1998. More than half of its exports are to Japan and the US markets.

b) Singapore

Singapore enjoyed significant growth in the frozen ready-to-seive meals market. The market size has
doubled from USD260,000 to USNE32,000 from 1991 to 1996. Fish nu pgeis was the acclaimed rising star
in finger foods (source: FaitPrice) in which Fish Eye and Pasar being the (wo feading brands. Fish fingers
is betieved 16 be on the decline duc to their relatively higher price compared to nuggets. Chicken-based
products are also becoming more popular fately,

In Singapore, "wet markets' that traditionally cater to consumers are still popular for its befter-priced fresh
meafs and seafood. Up to 80 pefcent of chicken parts sold to buyers are through these markets, '

However, Danicl Loy, tnanaging director of Global Fisherics, points out that the number of 'wet markets' is
falling as most young and wortking famities prefer to shop in moderm, more accessible supermarkels.
Frozen food will be the betler solution for familics as these foods fulfil their growing demand for hassle-
free and ready-to-cook meals.

In general, frozen food producers in Southeast Asia tend to expori their products, and Singapore is not an
exception. For example, Globa! Fisherics Ple 1.td, a major frozen food producer in Singapore, exports 95
percent of its 8,000 tons output yearly. .

) _Other South East Aiia_i\tarkets
The following lists a general overview of olhe_r Southeast Asian markels:

. Indonesia - PT Dhafm_a Samudera Fishing Industries ships about 90 percent of its 10,600-ton
-annual oufpul to markets in Japan, Europe and the US.

¢ [ Vielnam - the frozen food industry in Vietnam is currently depressed. Traditionally, Vietnam
exporls an average of 10,000 tons of frozen pincapple a year fo former USSR and East Europe.
These markets were lost afler the fall of the fron Cuitain in 1991. Presently, only small quantities
of frozen fruits and vegetables are expotted to Japan and Europe. :
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