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SUMMARY

This report presents the findings and conclusions arisin
from a team study carried out in June-August 1995 of the
potential for development of ‘minor industrial crops’ in the
Southern Africa region. The study focussed on spices,
essential oils, gums, resins, natural colourants and castor
oil. Information was gathered on markets and production by
means of field studies in South Africa, Malawi, Zimbabwe and
Zambia and was supplemented by examination of trade
sptatistics and discussions with overseas traders. Time
constraints on the study precluded a thorough investigation
of all topics and, therefore, the conclusions reached must
be regarded as a first phase overview of the regional market
and a preliminary identification of the more promising crops
for future development.

Southern Africa has historically played a minor role as a
producer of the focal commodities and it is only in recent
decades that significant export-oriented production has
developed with a limited range; paprika, citrus and
eucalyptus oils and Birdseye chillies being the most
notable. Save for a proportion of the Birdseye chillies -
arising from Malawi - all other export products originate
from commercial farming. Malawi is the only country which
has an established track-record of smallholders responding
positively to new cash crop opportunities, but weaknesses in
the rural marketing system has led to a decline in
production over the past decade.

Development of the focal commodities in the past in the
northern countries has not been significantly inhibited by
investment constraints. It is more the consequence of a
general prioritisation of ‘safe’ traditional crops within
all sections of the farming community and from a lack of
market awareness for the focal commodities. This situation
remains largely the case today.

This study concluded that a considerable potential exists
for development of a range of focal commodities in the
northern countries of Zimbabwe, Zambia and Malawi. A number
of immediate opportunities are perceived for export-oriented
production as a result of supply and demand trends on the
international market and the region’s likelyhood of cost-
competitive production; specifically with the oils of West
Indian lime and sassafras (from a Brazilian Piper species)
and with annatto seed. The last named is derived from a
tree and it is an appropriate crop for smallholders and



communal farmers with low-density, extensive planting.
These proposed developments, together with an expansion of
paprika production would earn around USS$15 million and
require planting of some 8,000 hectares.

The greater opportunity, however, lies with import
substitution for the region as a whole; paprika, citrus and
eucalyptus oils excepted, there is a major imbalance between
regional demand and production for most commodities and no
production of others.

The major market in the region is South Africa but its scale
and the opportunities - presented through the widening of
the Southern Africa Customs Union (SACU) and the expected
contraction of South Africa’s agricultural sector - are
poorly understood by its northern neighbours. Both agri-
business and Government in South Africa are looking to the
northern countries as new supply sources of raw and
processed agricultural materials but the process is
presently hindered by the withering of knowledge and
personal contacts during the period of that country’s
political isolation.

The potential for development of the focal crops in the
northern countries to supply their own and the South African
markets is tentatively valued at around US$§ 20 million and
this would require the planting of some 34,000 hectares.
Considerable opportunities are presented for smallholder and
communal farmer production in the northern countries of guar
seed, castor seed, turmeric, ginger, coriander and some
other spices and this equates to around 24,000hectares.
Other significant opportunities reside with commercial
farmer production of citronella oil for the soap industry,
dried onion and garlic for the food industries, and of pine
gum naval stores (turpentine and rosin) by dedicated
companies.

Prospects for investment by South African companies in agri-
processing operations in the northern countries are
promising and this may extend to agricultural production in
future. Multinational processing companies are likely to be
more cautious over investment in the northern countries,
other than in developing their existing operations, but some
have a policy of local sourcing of raw materials where this
is feasible and economic.

Various constraints exist on development of the focal
commodities in the northern countries. These include: lack
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of technical knowledge and germplasm; conservative attitudes
by some parts of the commercial and smallholder/communal
farming communities to non-traditiona crops; plus differing
levels of difficulty for the commercial sector in securing
affordable loans and from taxation disincentives. It must
be stressed, however, that the major barrier to development
lies with lack of market awareness by the commercial farming
and financial sectors in the northern countries.

Maximising the potential of some commodities will be
dependent upon acceptance of the concept of a regional
strategy and positive collaboration. 1In the case of naval
Btores, mooted developments in Malawi and Zambia are
presently framed in narrow, national terms. However, the
potential resource base in Zambia - subject to confirmation
of the economic viability of gum tapping - would allow also
the supply of crude gum to Zimbabwe’s underutilized
processing industry and exports overseas - either directly
or after tertiary level processing by South Africa’s
technologically advanced industry. Should this occur,
together with an expansion of South Africa’s gum naval
stores industry, the region could emerge as a significant
world supplier.

The report presents a strategy and an ocutline plan for
development of the more promising commodities in two phases.
During phase one, development would be undertaken of a
limited number of commodities for the overseas market and of
a larger number for the regional market. Subject to
acquisition of sufficient capability, proving price
competitiveness and a favourable international market, phase
two would see the expansion of production for export of a
number of commodities. Cost-effective development would be
best achieved by regional cooperation for a range of
commodities, in which the as-yet untapped and very
substantial technological know-how and human/institutional
resources of South Africa could make a major contribution
(in line with its commercial interest and its Government'’s
policy objectives).

Specific proposals are presented alsc on means of
stimulating market awareness, acquiring and disseminating
market and technical information, and for creating a forum
from which technology transfer and active collaboration
might arise.
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RECOMMENDATIONS FOR THE WORLD BANK ON FOLLOW UP

(a)

(b)

(c)

Section 8 of this report (paragraphs 8, 10 to 16,
commencing page 73) provides specific recommendations
for a seminar and other activities meriting funding by
the Bank. The seminar, envisaged for early 1996 would
be the first step in developing market awareness
amongst the farming and financial sectors of the
northern countries and in establishing direct contacts
with representtives of agri-business from South Africa.
This seminar should be employed also as a forum to
explore the potential for technology transfer and
training by South African R & D institutions to
counterparts in the public and private sectors in the
northern countries. It is critically important that by
means of selection of speakers and organisation of the
programme the discussions are truly market-led and not
subject to the high-jacking or the diversions of
academics or ill-informed enthusiasts. Every effort
should be employed to ensure the participation of
decision-takers in loaning institutions and
representatives of Lever Bros and other multinationals
involved in the soap and detergent industry.

Consideration should be given to early despatch of
copies of this report in its entirety to the
Commonwealth Development Corporation and Barclays Bank
in order that these bodies can acquire greater
familiarity with the focal commodities.

Investigation of many relevant areas of production and
markets in South Africa were of necessity superficial
during the present study owing to time constraints. It
is recommended that consideration be given to more in-
depth studies, preferably before the 1996 seminar, on
the following topics:

- the guar gum and castor oil markets;

- the fragrance oil market (both multinationals and
domestic companies) since this is predicted as a
growth area not only for the region but for Sub-
Saharan Africa as a whole;

- trade barriers for the focal commodities;

- the compilation of a trade directory of buyers of the
focal commodities in South Africa; and

- the production of essential oils by farmers in the
Free State and the Cape which, unlike the Transvaal
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(d)

(e)

(f)

eucalyptus oil industry, appears to be flourishing
and would provide valuable case studies.

Consideration should be given to funding a
professionally designed and evaluated pine gum tapping
trial in the forests of the Zambian Copperbelt. This
resource has the potential - should tapping prove
economically viable - to transform production in the
region from a deficit to a large surplus, supplying
underutilized processing facilities in Zimbabwe and
South Africa and allowing the region to enter the
international market in a major form.

A study of the South African market for vegetables also
merits priority for funding. Demand in South Africa’s
winter season is either not fully satisfied or is met
by expensive, greenhouse produce while during the same
period high quality vegetables are abundant and lacking
a market in the north, especially in Malawi.

Finally, there is a need to address the problem created
by these World Bank studies of raising expectations of
immediate and substantial provision of information and
other assistance amongst interviewees. Such help
cannot be met by any consultant and a clearing-house
system for dealing with enquiries requires urgent
consideration.
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1. INTRODUCTION

1.1. This report presents the findings and recommendations
arising from a study during June-July 1995 of the |
developmental potential for "minor industrial crops" in four
countries of the World Bank's Southern Africa region (South
Africa, Zimbabwe, Zambia, Malawi and Swaziland). The "minor
industrial crops" category embraces a diverse range of
products of agriculture and agro-forestry all of which
possess a high value to volume ratio and good storage
characteristics. The study focused on spices and their
further processed products, essential oils, natural
colourants, gums and resins, castor seed and its oil.

Background

1.2. With a few notable exceptions, production of these
commodities within the Southern Africa region has been on a
minor scale only or indeed non-existent in some countries.
The potential for both overseas exports and import
substitution has been largely unrealised and this may be
attributed to a combination of factors, which include a
historical concentration on focd and major cash crops by
national government and donor bodies plus a general lack of
market awareness.

1.3. The commodity group was selected for special study
since conditions are now far more promising than formerly
for their development within the region. Cash crop
diversification is a priority interest for the northern
countries and some of the "minor industrial crops" offer a
potential for production at either or both the commercial
farmer and smallholder levels, domestic added-value
processing prior to export, together with unit-values which
can cover transport costs to distant markets. Secondly, the
large scale of current international demand for some of the
commodities is such that scope exists for the capture of a
modest share of the market by new suppliers while perceived
medium-to-longer-term trends in world supply and demand
provide opportunities for future export of a wider range and
greater volume of products. Lastly, the recent political
and economic changes within South Africa has opened to its
neighbours a large market for "minor industrial crops" which
until now has been mainly supplied by imports from overseas.
South Africa, therefore, is foreseen to play a key role as
an immediate market and, possibly, as a source of technology
transfer and investment, in the development of new crops by
countries elsewhere in the region.



Terms of Reference

1.4 The Terms of Reference for the study were as follows:

(a)

(b)

(c)

(d)

(e)

(£)

(g)

Briefly describe the focal commodities/products
and their valued uses. Briefly discuss the
agronomic problems/opportunities generally
associated with these crops and characterise some
of their techno-economic characteristics (i.e.
gestation period, perishability, labour
intensivity, value/weight).

Provide an overview of the international and
(Southern Africa) regional market for the focal
commodities/products. Discuss the opportunities
for international exports, for supplying South
Africa's needs, and for import substitution by the
other countries.

Gauge the attitudes of multinational and domestic
companies towards sourcing raw materials locally/
regionally rather than importing pre-compounded
materials, and establishing processing/marketing
facilities for export-oriented products.

Discuss patterns of investment, production and
trade in the focal commodities thus far in
Southern Africa. Discuss the patterns of
participation at the farm and processing levels.
Review evidence regarding the competitiveness/non-
competitiveness of Southern African suppliers.
Identify important catalysts or influential
factors (i.e. foreign investment, sources of
finance, etc.) which have contributed to
developments thus far (or effectively constrained
development) .

Review illustrative experiences involving
outgrower farmers (especially smallholders) and/or
intermediary processors, highlighting lessons.

Where data are available, compare the
profitability of farm production of the focal
crops with that for competing/traditional crops.

Review the existence of and potential for transfer
of appropriate technology and marketing skills



within the region under collaborative
arrangements. Assess possible interest in cross-
border and joint venture investments in this
field.

(h) Present a realistic "vision" for the development
of the focal crops/industries during the next five
years. Discuss individual country (or regional)
constraints in realising this potential, and make
recommendations for cost effective programs of
support.

Team Composition and roles
1.5. The study was carried out by a three-man team:
Dr Clinton Green - team leader; minor industrial crops

technologist (Natural Resources
Institute, NRI, UK);

Dr Johan Willemse - agricultural/marketing economist
(Agro-economic Research Ltd, South
Africa);

Mr Jaspar Steele - agricultural economist (Natural

Resources Institute but on
secondment to the Agricultural
Extension Research Trust - ARET -
in Malawi).

1.6. Mr Steele's input was restricted to the Malawi field
study and to contributing sections of this report on that
country's agriculture, trade and economic development
status. Dr Willemse participated in the field studies in
South Africa, Zimbabwe and Zambia and provided major
sections of this report on the agriculture, trade and
domestic markets for each of the three countries.

Methodology

1.7. Base-line information on production, exports and
imports for each of the countries was sought prior to
commencement of the field study by examination of published
trade statistics, contact with selected importers and
multinational companies in Europe and the United States and
by reference to NRI's in-house database.



1.8 The field study in Southern Africa spanned 22
consecutive days which was acknowledged from the planning
stage as inadequate for a detailed examination of all topics
specified in the TOR. Selected, representative major
companies and institutions therefore, were targeted for
interviews within each of the countries in order to obtain
an overview of production, trade and markets. Supplementary
information was sought also by means of telephone and
facsimile correspondence with other organisations. 1In
Malawi, Zimbabwe and Zambia, meetings were held when
possible with members of the commercial farming community in
order to determine experience with and attitudes to cash
crop diversification. Similar enquiries were made of the
smallholder sector through indirect means.

1.9. A detailed itinerary of the field study is given as
Appendix 1 to this report and a list of organisations
visited and people met is provided at the end of the
detailed country reports (Appendices 2 to 5, inclusive).

Constraints

1.10. For all four countries, the classification systems
.used in official export and import statistics presented
insurmountable difficulties in the precise quantification of
trade for the majority of the individual target commodities.

1.11. The short duration of the field study, combined with
the absence from office of several key target interviewees,
posed constraints on both the gquantity and quality of
information acquired in each country. The South African
market in particular proved highly fragmented in both the
production and consumption sectors for flavours and
fragrances and it proved impossible to establish direct
contact with guar seed and castor oil buyers/users.

1.12. In all four countries, there was an absence of
reliable data from extended, systematic studies on
comparative returns for most of the target crops with those
which have been traditionally grown.

1.13. No time provision was made in the TOR for a field
study in Swaziland. Information presented on that country
in this report is drawn from NRI's database.

1.14. The conclusions presented in this study, therefore,
must be regarded as a first phase overview of the regional
market - rather than a definitive statement - and a



preliminary identification of the more promising crops for
future development. N

Organisation of the Report

1.15. The following main text of this report is organised as

follows:

Bection

Section
Section

Section

Section
Section

Section

w

~N o6

1.16. Detailed
visited is given in Appendices 2 to 5 and a note on
Swaziland is provided in Appendix 6. In addition, case
studies of comparative experience with some particular crop
developments in the region are presented in Appendices 7-10.

- description of the focal commodities, world
trade and export opportunities;

- Southern Africa as a market and producer,

- the significance of South Africa in the
regional context;

- perceived opportunities for new commodity
developments;

- current constraints on development,

- prospects for cross-border investment and
technology transfer;

- discussion of development pathways.

information on each of the four countries



2.1. This section provides a description of the focal
commodities and their relevance to development in the
region. The international market demand and supply position
is discussed and a tentative selection is presented of
individual commodities which offer a potential for overseas
export (Table 1, page 24). For these particular
commodities, a summary of the world market size, prices and
the current major suppliers are given in Table 2 (page 25)
and information on the crop characteristics, yields, plus
the minimum acceptable scale of shipments to the
international market is given in Table 3 (page 26).

DESCRIPTION AND USES OF THE FOCAL COMMODITIES

Spices. Herbs and their Oleoregin Extracts

Spices

2.2. Spices are plant derived materials which possess an
appreciated aroma and flavour and are employed as
ingredients in foods. Certain spices also contain powerful
pigments and in some applications they are valued as much
for their food colouring properties as for their flavour;
the principal examples are paprika (red) and turmeric
(yellow) .

2.3. Most spices derive their aroma and flavour from the
presence of steam-volatile oils. Others also contain
components which are not volatile in steam but impart a
pungent or ‘hot’ taste in the mouth (e.g. chillies, pepper
and ginger). The pigments present in paprika and turmeric
are similarly not steam-volatile.

2.4. The term ‘spices’ is reserved for the aromatic plant
parts which are not leaves and examples are given in the
following table.



Spice types: Examples:

seeds coriander, cumin, fennel, aniseed, sustard
seed capsules cardamon

berries pepper, pimento (‘allspice’)

flower buds elove

nuts nutmeg, mace (the aril of nutmeg)

fruits chillies*, paprika*, vanilla

bark cinnamon, cassia

Thizames (roots) ginger, turmeric

bulbs anion, garlic

*See Appendices 8 and 9 for detailed information

2.5. In trade, the term ‘spices’ is reserved for dried
material. Fresh ginger, chillies, onions and garlic are
handled by the separate vegetable market.

Herbs

2.6. Herbs also possess aroma and flavour properties and are
principally employed as food ingredients. However, the term
is restricted to the leaves of aromatic plants and the aroma
and flavour arises solely from the presence of steam-
volatile oils.

2.7. The bulk of the international herb trade is conducted
with dried material. However, there is also a substantial
trade in fresh herbs.

Examples of the more common herbs:

parsley sage

thyme basil

oregano tarragon
rosemary bay

peppermint chervil
spearmint coriander (leaf)

Epice and Herdb Oleoresins

2.8. Oleoresins are extracts prepared by extracting spices
and herbs with an organic solvent, followed by careful
removal of the solvent. These products are viscous
materials, containing the flavour and pigment components of
the raw material in a highly concentrated form, together
with other extractives (fats, etc). Oleoresins are employed
in the food industry as an alternative to the raw spices or



herbs and possess the advantage of their concentrated form,
standardised strength and freedom from potentially harmful
live bacteria and fungi (which are always present in the raw
materials, usually at levels exceeding food regulations and
require sterilization treatment before sale in developed
country markets).

2.9. The largest volume production of oleoresins is with
those spices which contain steam-involatile flavour or
colour components (pepper, paprika, chillies, turmeric and
ginger). Herbs and those spices containing only steam-
volatile oils are less frequently employed in the form of
oleoresins since an alternative (and simpler) method of
preparing a concentated flavour is possible; namely, by
production of their essential oils.

Essential oils
Definition

2.10. The term ‘essential oil’ is applied to the aromatic
(i.e. odouriferous) liquids which are obtained by two
processes from plant materials:

(a) The ‘steam distillation’ process involves
vaporisation of the steam-volatile oil present in the
plant material by passage of steam, condensation of oil
and steam vapour, and separation of the liquid oil from
water (by means of density differences) in a collection
vessel.

(b) ‘Cold-pressed oil’ production is a process specific to
the extraction of the oils present in the skin of
citrus fruit and it is undertaken by mechanical
rasping, usually as a complementary operation to fruit
juicing. Buyers’ specifications require that cold-
pressed citrus oils do not come into contact with the
juice. This operation is followed for all large citrus
fruit (orange, lemon, Persian lime etc). West Indian
lime fruit oil can be processed in this manner but it
is mainly obtained as the ‘distilled oil’ by an
operation which involves crushing the whole fruit and
steam distillation of the expressed fluids (either
whole or after separation-by settling-of the lime
juice) .

2.11. The term ‘essential o0il’ should not be confused with
‘fixed’ or ‘fatty oils’, which are steam-involatile and are



obtained by mechanical expression of seeds and nuts;
examples of ‘fixed’ or ‘fatty oils’ are castor, soya, sun-
flower, groundnut, maize and palm oils.

2.12. Although essential oils are widely used worldwide,
they are by no means ‘essential’ commodities. The term
derives from ‘essence’or ‘quintessence’, meaning the
characteristic (aroma) of an odouriferous plant.

2.13. The volatile aroma components of plants can also be
extracted by solvent extraction processes Those obtained by
this means from spices and herbs are termed ‘oleoresins’
(see paragraph 2.8). Solvent extracts made for perfumery
applications are known, according to their degree of
refining as ‘concretes’ or ‘absolutes. These items are
traded in comparatively small volumes, have a highly quality
conscious market, demand a large investment in equipment and
in processing skills and, for these reasons, they are not
discussed further in this report which focusses on products
with a large developmental potential for the region.

Uses

2.14. Although generally unrealized, most consumers come
into contact with essential oils on a daily basis through
incorporation - either directly or after further
modification - in a variety of processd products. Examples
are provided under four convenient usage classifications in
the following table. This list omits pine turpentine which
is the world’'s largest volume essential oil, since it is
covered under ‘naval stores’ in paragraphs 2.15 - 2.17.

Naval Stores

2.15.The term ‘naval stores’ is used to collectively
describe turpentine,rosin (and their further-processed
derivatives) which are obtained by several processes from
pine trees. The most important process in terms of the
region is manual tapping of live pine trees to obtain the
crude ‘gum oleoresin’, which is then subjected to steam
distillation in order to separate ‘gum turpentine’, a
volatile liquid from ‘gum rosin’, a hard, transparent solid.

2.16. Annual world production of turpentine is around 0.3
million tonnes, some fifteen times greater than the next
largest essential oil (orange). It finds use as solvent for
paints, etc. but its major application today is as a source
of pinene compounds for the chemical industries.



Examples of common easential olls

(a) Perfumery oils:

cedarwood, geranium, lavender,patchouli, vetiver, tagete+*

(b) Flavour cils
orange and lemon

lime and cassia

fennel and aniseed

medicinal eucalyptus+
mint oils, wmenthol
coriander)}

ginger }

thyme }

buchu+*

(c)
Litsea cubeba
Bucalyptus dives+
sassafras

(d)

Dual purpose oils

citronella

Bucalyptus citriodora}

in soft drinks

very important for ‘Coke’ drinks

very important for ‘Pernoud’ type
alcoholic drinks

in confectionary and medicinal decongestants

in toothpastes, mouthwashes, confectionary
(also menthol in cigarettes)

in processed foods

in processed fruits

Industrial oils (used as sources of isolates for subsequent transformation):

citral source

piperitone source

safrole source

}

as cheap fragrance oils and as
sources of citronellal and geraniol

lemongrass - as a cheap fragrance oil and as a source of
citral
Key: * oils currently exported by Southern Africa (see also Appendix 7

for details on eucalyptus)
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2.17. Rosin is the largest volume item from amongst the
commodities considered in this report, with an annual world
production of 0.7 million tonnes. It is employed directly
or after chemical modification as a size for paper, in
adhesives and for the manufacture of resins.

2.18. Since gum naval stores have a high potential for the

region, a detailed description fo the subject is provided in
a case study (Appendix 10).

Mater-soluble gums
2.19. This group includes:

Acacia gum (especially gum arabic)} tree exudates

Gum tragacanth }
Gum karaya (Steruculia) }
Guar gum } seed gums

Carob or locust bean gum)

-2.20 All of these gums are employed in the food industry, to
a greater or lesser degree as adhesives and in some other
applications (including medicine).

2.21. Guar gum is processed from guar seeds and finds its
main use in the petroleum drilling and mining industries.
Processing involves several stages: dehulling to ‘splits’,
grinding of splits and final refining to the gum product.
The plant is a drought tolerant, annual legume and is
particularly appropriate for smallholder cultivation.

Natural Colourants

2.22. The term ‘matural colourants’ is used to describe
plant materials which are employed to colour foodstuffs.
The spices, paprika and turmeric are employed for this
purpose, usually in the form of their oleoresin extracts.
Two other products of relevance to this study are ‘marigold
meal’ and annatto.

Marigold MNeal
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2.23. This product consists of the dried flowers of Tagete
species, the ‘marigold’ family which occur as annual weeds
throughout much of Southern Africa.

2.24. Marigold meal is principally employed, either directly
or in the form of its extract, as an additive to poultry
feed. This enhances the colour of the egg yoke and the
meat.

Annatto

2.25. The annatto or bixa tree (Bixa orellana) provides
seeds with a deep red coating. The seed pigment can be
extracted by means of edible vegetable oils, organic
solvents or, most commonly, by immersion in dilute alkali,
followed by acidification and precipitation of the modified
pigment, nor-bixin.

2.26. Annatto extracts are employed world-wide by the
processed food industries. Nor-bixin is used to enhance the
yelow to orange colour of hard cheeses, margerine, butter
and a range of other products.

2.27. The annatto tree is well known in Southern Africa,
having first been introduced as a garden ornamental and
subsequently, it has naturalised in many areas. It is
fairly drought tolerant and an appropriate crop for
smallholders.

Castor Seed and Oil

2.28. Castor seeds (or ‘beans’) are obtained from a
perennial shrub which is adaptable to a wide climatic range.
Production systems range from harvesting of wild plants,
through informal cultivation to the intensive plantation
type. It is a crop which is very suitable for smallholders.

2.29. Castor oil is the major derivative in terms of
crushing value. Only a very small proportion of (highly
refined) oil is employed today as a medicinal purgative.

The bulk of oil production is employed, usually after
modification, in a wide range of industrial applications.
Procesing of castor, other than initial dehulling, is not a
suitable activity for the village or small-scale entepreneur
level, largely because of the difficulty in producing a good
quality product without investment in hydraulic presses and
golvent extraction equipment.

12



2.30.

Castor meal, the by-product of oil extraction, differs

from other oilseed cakes in that it is allergenic and
contains a very potent toxin, ricine. Use as a livestock

feed

is not possible and the meal is mainly employed as an

organic fertilizer.

RELEVANCE OF THE FOCAL COMMODITIES TO DEVELOPNENT NEEDS OF
THE REGION

General Market Opportunites and Product Suitability

2.31.

Opportunities are perceived for production of a number
of individual commodities within the focal group
either:

(a) to market immediately within the region, which is
a nett importer; or

(b) to export on to the international market in the
short - to medium term, depending upon the
particular commodity and the international
supply/demand balance.

. An appraisal of the regional market and the potential

for import substitution is provided in the section 3 of
this report and the international market is discussed
below (paragraphs 2.41 to 2.65).

. The advantages offered by the focal commodities relate

to their characteristics in the context of the land-
locked position of the northern countries in the region
and the costs and problems asociated with transport of
produce both to the major local market of South Africa
and the international market. The focal commodities
have the following highly desirable characteristics:

(a) Deterioration in quality is minor during storage
and transport under normal handling conditions.

(b) Some of the primary agricultural products have a
sufficiently high unit-value to volume ratio to be
shipped overseas competitively and at a profit.

(c) Varying degrees of added-value processing is
possible and with essential oils, for example, the
process is intrinsic to production and the unit-
value to volume ratio is very high.

13



(d) A range of these crops are potentially suitable
for small-holder cultivation and primary
processing.

(e) It is feasible to undertake certain types of
added-value processing on a small to medium scale
at a comparatively low investment cost in
equipment and without the need for highly skilled
staff.

BACKGROUND ON THE OVERSEAS MARKET

Accegs Progpects

2.34. It must be acknowledged from the outset that there are

no opportunities which are unique to the Southern
Africa region with most of these commodities. There is
a high degree of competition between existing suppliers
and there are a number of prospective new entrants
standing in the wings.

However, these conditions do not preclude successful
entrance to the market, if on a modest scale, in the
short-term. The size of the international market for
some commodities is such that it can absorb a new,
small-scale exporter and many major consumers wish to
encourage a diversification of their supply sources for
security reasons.

. With regard to the medium- and long-term, prospects

are perceived as even more favourable for the following
reasons:

(a) The history of these commodities has been
punctuated by periodic relocation of areas of
production. This has arisen from a combination of
socio-economic changes in former important sources
of supply; typical causes include increasingly
uncompetitive labour costs and the advent of
alternative and more attractive means of income
generation for the rural population (urban
employment or new crops).

(b) Exports of some commodities from some current
major suppliers, e.g. India and China, represent
the surplus to their domestic requirements. The
growth of population, urbanisation and the
consumer market in both of these countries is

14



expected to progressively reduce the level of
their exports of certain commodities and this
offers opportunities for others.
[
(c) A progressive growth in demand, if from a small
base is evident in many other developing
countries.

(d) There is the enormous, nascent consumer market of
Eastern Europe and the former USSR. The question
here is the timing of economic take-off; one or
two decades in the future?

Inportant Considertions for Success

2.37. Product qQuality is of great importance on the
international market for all of the focal commodities and
success will not be achieved by a new exporter on a
competitive world market unless this fact is understood.
Various factors influence product quality, commencing with
the selection of planting stock with good intrinsic
properties, and spanning the operations of crop management,
post-harvest treatment and even the method of packing and
shipment. A learning phase in crop handling and processing
is unavoidable and, where there is a local demand which is
not highly quality conscious, there is merit in serving this
market and overcoming problems before venturing on to the
international scene. This strategy is discussed further in
section 8.

2.38. Competitive pricing is of course very important to
achieve market entrance. Additionally, it should be
understood that with some processed products, particularly
essential oils, a new supplier must be prepared to accept a
price at or below that of the market’s cheapest source
(usually China) until such time as buyers’ confidence is
gained.

2.39. Regularity of shipment and provision of minimum
commercial shipment volumes are additional key factors. It
is pointless to attempt to market a tonne of material and
another tonne one year later when the minimum acceptable
volume is 10 tonnes or more. The conditions for trading
must be thoroughly researched by all prospective exporters.

2.40. Understanding and effective utilization of marketing

channels is another vital preparation prior to export. For
some commodities, such as annatto, sassafras oil and lime
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oil, it is possible to establish direct trade links with the
end-user. However, most trade in the focal commodites is
conducted via intermediaries in the regional and
international market centres, i.e. dealers and brokers.
Reputable dealers can offer a particularly valuable service
to new suppliers through their knowledge of where best to
place a *new product” on the market. It is advisable to
select an interested dealer and to entrust them to develop a
market. Continually ®“shopping” a product, particularly when
available in only small quantities, from buyer to buyer is
counter-productive.

CANDIDATE COMMODITIES FOR THE OVERSEAS MARKET
Balection Critexria: Cautions
Conventional Products

2.41. The great temptation when first considering options
with unfamiliar commodities is to select or reject on the
simplistic basis of their comparative market unit-values,
i.e. US $ per kg or per tonne. This is not a sound approach
and can be the road to bankruptcy. Firstly, the very high

- unit-values of some commodities usually reflects a
requirement for considerable inputs and skill in their
production, and a highly quality conscious, often small,
market. Returns, not unit-price is the more important
factor for success. An acceptable return might be possible
with a low unit-value product giving high crop yields,
demanding lesser production skill and has a volume market
which is easier to enter. Secondly, the focal commodities
are no less immune to annual price fluctuations than other
internationally traded agricultural products, and price
changes mainly reflect those in supply levels rather than in
demand. Therefore, reliance should not be placed on a
single published price list. For example, mid-1995 prices
for a number of essential oils (including citronella and
medicinal eucalyptus) were double those of 1993-94,
primarily because China had renaged on contracts signed at a
historic price low and had not shipped for a year. A price
series over several years must be examined in order to
ascertain the norm and the possible fluctuation limits.

The ‘Green Market’and ‘New Oils’.
2.42. Similarly, caution should be applied to some recently

emergent niche markets; specifically the much hyped *“green”
or “organic” markets for herbs, spices and essential oils.
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Prices paid by buyers for “organic” products are very much
higher than those of their mainstream market counterparts
but the scale of demand is miniscule. For example, the
demand for organic black pepper in Western Europe is around
100 tonnes per annum at present, equating to the annual
output of 75 South East Asian smallholders, as against sales
of 25,000tonnes of conventional black pepper. 1In the case
of “green/organic” oils, an individual European
aromatherapist buys between 2 and 20kg of oil a year of any
given o0il - equating to a single day’s output from a small
distillery - whereas a mainstream market buyer purchases 1
tonne upwards per consignment. Those already engaged in
supplying this niche market presently make good returns but
there exists a risk of oversupply and a price collapse by
the entry of a small number of extra producers. The future
survivors in this market are likely to be those who can
accommodate production as a low-cost, ‘bolt-on’ to an
existing operation; for example, organic herb producers
using sub-standard visual appearance material as
distillation feedstock.

2.43. Similar constraints apply to the market for “new
oils”,especially previously non-commercial fragrance oils
(which are the subject of considerable research activity in
some countries). The mainstream perfumery houses (volume
buyers) are very conservative and will not adopt new oils
unless there is a guarantee of continuous volume production,
nor will they pay the prices currently offered by the
aromatherapy market.

2.44. With these “green” or “organic” products, any longer-
term benefits from overseas export are likely to accrue to a
emall number of individuals and the developmental impact
will be minor.

2.45. A greater long-term economic sustainability with “new”
oils is likely to be found in the regional market,
particularly as ingredients of fragrances, soaps and
toiletries produced by domestically owned companies rather
than by multinationals. The latter aim for volume
production of standardized products to be marketed thoughout
Sub-Saharan Africa whereas many of the domestic companies
aim to provide speciality products for perceived niche
markets. Two oils meriting early consideration in this
context are ninde (Ames et al, 1969 and 1970, ref. 38, 39
and 44) and Mulange cedarwood (see Green et al 1988,
ref.40). The latter is a candidate for early development
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since the raw material is sawdust waste from the Baw pits on
Mount Mulange in Malawi.

The Candidate List

2.46. Table 1 (page 24) presents a list of the more
promising candidates for overseas export, together with a
suggested time-scale for the development. The latter takes
into account the expected opportunity-windows for market
entrance and, also, the need to first aim at import
substitution with some commodities.

2.47. Table 2 (page 25) summarises the present world market
for these candidate commodities and Table 3 gives
information on the crop characteristics and the minimum
scale of commercial shipments.

2.48.This commodity selection was made on the basis of:

(a) The known or prospective climatic suitability of
the crops for some areas in the region.

(b) The assessment of the potential for the entrance
of a new supplier to the market.

(c) Maximising developmental impact.

2.49. The reasons for the inclusion of some commodities and
the omission of others are discussed below.

8pices

2.50. Paprika offers a prospect for a market expansion of
total regional production to around 25,000 tonnes per annum.
This takes into a account an expected reduction in South
African production within the total as a result of
agricultural trends in that country (discussed in Sections 3
and 4). A greater expansion in the short-term is not
advisable owing to the competitive state of the market in
most years.

2.51. Scope exists for the entrance to the market of good
qualty ginger and turmeric, including the ground form of the
latter. The export stage, however, must await a growth in
production to satisfy import substitution needs (see Section
3 , Table 4). Viability of exports will be dependent on the
transport cost element since the more promising cultivation
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areas would be the higher rainfall regions of northern
Malawi and Zambia.

2.52. A larger number of items are considered to have poor
prospects for overseas export and the reasons for each are
summarised below:

(a) Expansion of Birdseye chilli exports beyond the
current 600 tonnes per annum is not recommended
owing to the growth in market competition.

(b) Climatic conditions for tree spices and vanilla
are not good in the region and the market is
already adequately supplied or oversupplied with
clove, nutmeg and pimento.

(c) While pepper and cardamom can be grown in certain
higher rainfall/humidity areas of the region,
climatic conditions are not ideal. Moreover, the
international market for both spices is
competitive with recurrent periods of oversupply.

(d) Owing to trends in agriculture in the region, any
dried herb production appears likely to be
undertaken north of the Zambesi and the transport
costs of these comparatively low bulk density
items are likely to be prohibitive.

(e) 8pice seed exports also could be subject to
unacceptable transport costs to the port of
shipment from the northern countries.

Spice Oleoresins

2.53. No further expansion of paprika oleoresin production
capacity in the region is recommended since it is large
already (see Section 3, Table 5) and the market is
competitive. In this category, other spice oleoresins could
be considered but the market is competitive also.

Essential Oils

2.54. There are two very promising candidates for early
development:

(a) 8Sassafras oil has a unique position on the market
in that the traditional supply sources - wild
trees in China, Vietnam and Brazil - are rapidly
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(b)

being depleted while demand is buoyant (ca. 2,000
tonnes per annum) and with a prospect of further
growth, if supplies could be increased. For
strategic security reasons, the major
international consumers of sassafras oil
(producers of heliotropin and the pyrethrum
synergist, ‘PBO’) are actively seeking to promote
and suport new, sustainable production of
sassafras oil. The most promising species is a
previously unexploited shrublike weed, indigenous
to the Southern Amazon region of Brazil: Piper
hispidinervium (see Maia and Green, 1993, ref.59).
Pilot-trials in Brazil have proven the ease of
crop management, the ability to provide the first
cash-flow 6-8 months from planting and for
sequential leaf harvesting on a coppice system at
4 to 6 month intervals thereafter for at least 3
years. This plant should be adaptable to a range
of areas in the northern countries and it
possesses a number of valuable attributes in
addition to the positive market outlook and early
cash flow. Firstly, quality of the oil relates to
the safrole content and this is determined by the
germplasm rather than the skill of the distiller.
Secondly, rapid ground cover is attained by
coppice management and this reduces weeding
inputs. Thirdly, the plant shows promise for
mechanical harvesting and this would be a bonus in
Zimbabwe where labour availability or cost is a
significant factor in production operations.
Trials with Piper hispidinervium must be ranked a
priority in an essential oil development strategy.

Distilled West Indian lime oil is a major
ingredient of ‘cola type’ soft drinks (Pepsi, Coca
Cola, etc.). The growth rate in worldwide
consumption of these beverages is such that demand
is expected to double in a decade. This will put
pressure on supplies of West Indian lime o0il and
the major consumers are seeking new supply sources
to contribute to the predicted 1,000 tonne
increase in demand. Lime is a crop with a proven
record in Zimbabwe and it sould be suitable for
some areas of Zambia and Malawi. Production would
be best geared to manufacturing oil alone (by the
‘Mexican’ process), rather than co-producing lime
juice since the market for the latter has severely
contracted.
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2.56. Other oils with promise for development in the short-
term, if on an initial modest scale are geranium and
vetiver.

2.57. Resuscitation of the region’s medicinal eucalyptus oil
production to its former level of 200-250 tonnes per annum
(see Appendix 7) should be strived for in the near future.
This volume only represents 13 per cent of annual world
trade and production profitability should improve with an
upward trend in prices. It is possible, however, that the
potential here lies with the northen countries rather than
with the former major regional producers, South Africa and
Swaziland. Profitability would be enhanced if EBucalyptus
polybrachtea could be grown since it can be harvested
mechanically.

2.58. Development of exports of the oils of citromnella,
Eucalyptus citriodora (which is interchangeable with
citronella in most applications) and lemongrass is merited
in the medium-term after regional import substition is
achieved. The size of their markets and predicted trends in
world supply levels offer scope for a new supplier;
moreover, growth in usage - particularly for citronella as
an ingredient of inexpensive soaps - may be expected in Sub-
Saharan Africa as a whole while production is presently
modest and restricted to Kenya.

2.59. Opportunities, if on a relatively small-scale, exist
for the export of certain spice seed and herdb oils,
particularly coriander and the anethole sources, fennel and
aniseed. Production of these oils could be developed in
parallel to cultivation of spice seeds/herbs for the
regional market.

2.60. Considerable caution should be applied to expansion of
existing production of the following oils in the short-term
for the following reasons:

(a) Orange oil, while commanding the largest world
market amongst essential oils (around 20,000
tonnes annually), has been in oversupply for a
number of years and fetched low prices up until
1995. The reason for the current improved price
is that Brazil, the major producer has large
unsold stocks of orange juice and has ceased fruit
processing. Thus, output of the co-product,
orange oil was terminated also in 1995.
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Therefore, there is a temporary ‘false’ shortage
of orange o0il which will be overcome on Brazil’s
resumption of fruit processing.

(b) Tagete o0il demand is small, possibly no greater
than 10 tonnes worldwide and of this the region
supplies around 7 tonnes annually from the
production of 8 farmer-distillers. Any increase
in demand could be readily served by the existing
producers. Encouragement of new entrants could
oversupply the market and depress prices.

(c) Buchu oil, a South African speciality, is in the
same position as tagete.

Naval Stores

2.61. Good prospects exist for export of gum rosin, gum
turpentine and their derivatives, particularly if of a
quality equivalent to those produced from Pinus elliottii in
South Africa. The capability to achieve this goal will
depend upon:

(a) the South African Forestry Corporation making more
trees available for tapping, or

(b) the mooted production by Zambia of naval stores
materialises and output exceeds its domestic
demand; this surplus could be sold to South
Africa, freeing the latter’s high quality products
for export (see Appendix 10).

Water-soluble Gums

2.62. It is unlikely that Malawi’s mooted production of
karaya gum or the combined regional production of guar will
exceed the regional demand in the medium-term. If a surplus
is achieved then entry into the international market would
be possible but under very price-competitive conditions.

Clltér 01l

2.63. The comments made above for gums apply equallly to
castor oil.

Natural Colourants
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2.64. Annatto has passed through phases of temporary
oversupply to a recent period of shortage. Buyers in
Western Europe and North America are interested in sourcing
from new areas and this offers a potential for the region.
The crop is very suitable for extensive planting by small-
holders and it is relatively undemanding on inputs once
established. Moreover, processing to the main usage form,
nor-bixin is not a high technology or investment operation,
and this could be taken up by entrepreneurs once sufficient
seed production is reached. Also, it is a step which is
being encouraged by buyers.

2.65. The marigold meal supply-side position is currently
rather difficult to read. Since Zambia has recently entered
into production and aims to export a very substantial
quantity (2,000 tones annually), it is advised that market
prospects be carefully assessed prior to a decision on any
new investment in the region.
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Table 1: Promising Overseas Export Candidates for Expansion of Existing Production or for New Development

Commodity

Development Period

Immediate

Medium
Term

otes

Paprika

Sassafras oil

Lime oil

Geranium oil

Vetiver oil

Annatto

Medicinal eucalyptus oil
Citronella (and/or E. citriodora)oils
Lemongrass oil

Coriander oil
Fennel/anise oils

Herb oils

Turmeric

Ginger

Turmeric oleoresin
Ginger oleoresin

Naval stores

AN N N N

AU N N N L RN

LA NN

A modest expansion of existing production to around 25,000 tonnes for the region

Lag-time of 5 years to achieve full bearing

Restoration of former regional output to 200-250 tomnmes
First satisfy import substitution requirement, then

employ surplus for export

} Transport costs may be a
} constraining factor

— N S — St

Dependent upon availability of suitable pine trees
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Table 21 Market Summary for the Candidate Commodities
Commodity Est. annual int. trade | Price swings 1990 - 1995 | Major Exporters Major Markets

(tonnes) (US§/tonne)
Paprika 40,000 1,400 - 2,000 SA, Zim, Hungary, Morecco, £U, Japan, North Africa

Spain Sastern Burope, Japan

Turmeric 10,000 $70 - 675 India, China Iran, Gulf, EU, USA, Japan
Ginger 18,000 500 - 700 Nigeria, India, China BU, USA, Japan
Lime oil 1,000 19,000 - 23,000 Mexico, Peru, Haiti USA
Sassafras oil 2,000 3,500 - 7,500 China, Vietnam, Brazil Japan, EU, USA
Citronella oil 1,800 3,800 - 11,000 Indonesia, China USA, BU, Mexico, Japan
B.citriodora oil 700 4,000 - 11,000 China, Brazil EU, USA
lemongrass oil 600 8,000 - 12,000 India, Guatemala, China EU, USA, Japan, Russia
Geranium oil 200 27,000 - 65,000 China, Egypt EU, USA, Japan, Russia
Vetiver oil 260 27,000 - 70,000 Indonesia, China, Haiti EU, USA, Japan
Coriander oil 40 ~12,000 Russia, Bulgaria EU, USA, Japan
Anigse oil 100 7,000 - 11,000 China, Spain BU, USA
Annatto seed 6,500 600 - 800 Peru, Kenya EU, USA, Japan
Gum rosin 304,000 575 - 700 )China, Portugal, }BU, USA, Korea, India,
Gum turpentine 25,000 450 - 650 )Indonesia, Brazil }Japan

25




Table 3: Characteristics and Commerciasl Shipment Sizes for the Candidate Exports Crops
Commodity Plant type Part used Annual product Planting to Intervals Age at peak | Economic Usual minimum shipment
yield (kg/ha) 1st harvest subsequent harvest | bearing lifetime size for product
Paprika Annual Pruits 1,000 - 6,000 4 months nil NA NA Container,15-20 tonnes
Turmeric Perennial Roots 1,000 - 2,000 9 months nil NA 12 wmonths Container, 14 tonnes
rhizowme
Ginger Perennial Roots 1,000 - 2,000 9 months nil NA 12 wmonths Container, 14 tonnes
rhizome
Sassfras oil Perennial Leaf 350 - S00 8 months 4-6 months 14 months 3 years plus 10 tonnes
(ex. Piper) shrub
Distilled WI Tree Pruit 90 3 years Annually 5 years 20 years 1 tonne
lime oil (6 month season)
Geranium oil Perennial Leaf 30 - 80 6 months 3-6 months 12 months 3-4 years 1 tonne
shrub
Vetiver oil perennial roots 20 15 months nil NA 15 months 1 tonne
shrub
Medicinal Tree Leaf 150 15 months 12-15 months 2 years 20 years 10 tonnes
eucalyptus (coppiced)
oil
Bucalyptus Tree Leaf 150 12 months 6 or 12 months 2 years 20 years 10 tonnes
citriodora (coppiced)
oil
Citronella Perennial Leaf 150 4-6 months 3-4 months 12 months 3-4 years 10 tonnes
oil grass
Lemongrass Perennial Leaf 90 4-6 months 3-4 months 12 months 3-4 years 10 tonnes
oil grass
Coriander Annual Seeds 2.5 - 20 3-4 months nil NA NA 100kg
oil herb
Annatto seed | Tree Seeds 1,000 - 1,500 18 months Annually 3 years 20 years Container, 12 tonnes
(6 month season)
Gum rosin }pine Trunk 2.5 - 3.0 18-20 2 weeks 4 years Rosin: container 20
Gum Jtree gum kg/tree years (prior to tonnes
turpentine oleoresin tree felling) Turps: 20 tonne bulk tank
Key: NA not applicable; crop uprooted after 1st harvest.
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3.1. This section provides a summary of the estimated matket
demand for the focal commodities in the Southern Africa
region, plus estimates of the existing scale of production
and of trends. Commodities are discussed group by group and
illustrative lists of the demand and production for certain
commodities are presented in Tables 4 and 5 (pages.49 and
50). Detailed country reports are provided in Appendices 2-
5 and include information of trends in agriculture,
attitudes of farmers and institutions to diversification.
Case studies of regional development experiences are given
for eucalyptus oil, Birdseye chillies, paprika and naval
stores in Appendices 7 to 10, inclusive.

3.2. The main conclusions of the survey were that:

(a) The region is a nett importer of the majority of
the focal commodities.

(b) South Africa is highly dependent on sourcing
materials from overseas.

(c) There is an unrealized or proven-but-under-
exploited potential for production and import
substitution of many of the focal commodities in
the region, particularly in the northern countries
(Zimbabwe, Zambia and Malawi).

(d) Production in 8S8ocuth Africa of many of the focal
commodities, both for the domestic and export
market, is likely to become more costly or even
unviable as a consequence of water shortages,
rising labour costs and structural adjustment.

(e) The northern countries have a comparative
advantage over South Africa in production of many
of the focal commodities and could compete
successfully with South African producers on the
domestic and international markets.

(£) Knowledge of the size of the South African market

and the opportunities which it presents are poor
in the northern countries.

27



(g) The concept of producing, trading and attainment
of self-sufficiency on a regional basis is
unfamiliar both to many producers and to policy
decision-takers in the northern countries.
Production developments tend to be viewed on a
narrow basis, either purely for national self-
sufficiency purposes or for the overseas export
market.

(h) The major successes in ventures with focal
conmodities over the past decade have arisen
through independent farmers or entrepeneurs who
have been self-reliant for finance and acquisition
of knowledge on technology and markets.

(I) Malawi is the only country where smallholders have
repeatedly proven adept at the uptake of
unfamiliar cash crops and responsiveness to the
market. (However, weaknesses in the rural
marketing system in Malawi have not only
failed to optimise development but, also, resulted
in declining production of previously very
successful smallholder crops).

SPICES AND HERBS

Market Demand in the Region

The Scale of Demand

3.3. South Africa has a very substantial demand for dried
spices and herbs in the retail sector and for their further
processed productes within its large industrial food sector.
Current annual sales in the formal market have been valued
by Wallace (1995; ref.19) as approximately US$ 42 million
for retail packed herbs and spices, US$ 26 million for curry
powders and US$ 26 million for industrial compounded
flavours (dried spice mixes plus formulations of oleoresins
and essential oils). Consumption levels for the majority of
spices and herbs equate to 1-2 per cent of recorded annual
international trade.

3.4. Demand in the Malawi, Zambia, Zimbabwe and Swaziland
markets cannot be quantified so readily but in each it is
disproportionately smaller per capita than for South Africa.

Characteristics of the Markets
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3.5. In South Africa, the retail spice market is dominated
by a number of domestically-owned companies while the
industrial flavour sector has been captured by
multinationals. Taste preferences within the different
ethnic groups of the population differ considerably and the
industry is structured to meet these needs. The European
and Asian communities broadly display tastes similar to
those found in Europe and the Indian sub-continent,
regspectively. The majority African ethnic group does not
have a tradition of consumption of spicey foods but through
urbanisation and exposure to processed foodstuffs it has
developed as a large market for curry powders and preserves
which are formulated to ‘African taste’.

3.6. In all of the neighbouring countries, spice and herb
consumption by the majority black populations is much less
highly developed and is mainly for unsophisticated curry
powders, based on coriander, chillies and turmeric, which
are formulated in the home or purchased from Asian ethnic
group traders. Substantial per capita consumption of spices
and herbs is restricted in these countries to the very small
European and Asian ethnic groups, which make retail
purchases of packed spices and herbs in sBupermarkets or from
Asian-owned spice houses. With the notable exception of
Zimbabwe, the retail market for pre-packaged spices and
herbs is dominated by South African products. The processed
food-sector in Zimbabwe, Zambia, Malawi and Swaziland is
also small compared to that of South Africa and flavour
ingredients used by these industries are supplied by
multinationals, based in South Africa.

Market Trends

3.7. In South Africa a progressive growth is expected in
consumption of spices, herbs and their extracts via the
urban black population’s adoption of new maize-based snack
foods and meat substitutes and, also, from institutional
food programmes. However, the rate of growth will depend
upon the performance of the overall South African economy
and the disposable income of the predominantly poor, urban
black population.

3.8. Any growth in the spice and herb products markets in
South Africa’s neighbours is likely to be very small in the
medium term.

Scurcing of Materials
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3.9. Bouth Africa is dependent upon imports from overseas of
most of its requirement for herbs and spices (both tropical
and temperate types). The notable exceptions are coriander
and chillies (for which domestic production is not adequate
in all years) and for paprika. Small guantities of pungent
(Birdseye) chillies are purchased from Zimbabwe and Malawi,
which also supply coriander on an irregular basis. Imports
of other spices from neighbouring countries have been
constrained by inadequacy of volume, deficiencies in quality
and the unreliability of exporters. Some of the
multinationals in South Africa manufacture spice oleoresins
and essential oils for their in-house use but the bulk of
these processed products are imported. India is the
dominant supplier of tropical spices and their oleoresins.

3.10. Zimbabwe is self-sufficient in chillies and coriander
and has developed production of a large part of its
requirement for herbs since the early 1980s. There is a
small volume production of turmeric, ginger, black pepper
and cardamon in Zimbabwe but the bulk of its requirement for
spices grown under humid, tropical conditions are imported.

3.11. Malawi was formerly self-sufficient in mildly pungent
chillies, coriander, turmeric and ginger but has now reached
the stage where imports might be necessary, not through
massively increased demand but rather from a contraction of
production. Volume demand for all other spices and herbs is
met by imports.

3.12. Zambia has no tradition of spice and herb production
and the bulk requirement of its market is met by imports.

3.13. Demand on the small Swaziland market is met largely by
imports (via South Africa). Only a limited scale production
is undertaken of chillies and turmeric by smallholders.

3.14. In conclusion, the region as a whole is a significant
nett importer of spices, herbs and their extracted products.

Bpice and Herb Production in the Region

Overview of Production and Developmental Experiences.

3.15. The only major production developments in the region,
post - 1980 have been with paprika and its ocleoresin and
Birdseye chillies. These two spice developments have been
export-oriented and the region now accounts for a very
substantial proportion of world supplies; some 20,000 tonnes
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of paprika and 500 tonnes of Birdseye chillies annually. 1In
addition to the individual country information provided in
Appendices 2 to 5, an overview of development modes,
experiences and future prospects with these two commodities
is given in Appendices 8 and 9.

3.16. Smaller-scale successes have been achieved by two
entrepeneurs, one in Zimbabwe with herbs and the other in
Malawi with a Tabasco-type, chilli sauce(‘Nali Sauce’). 1In
both cases, production was initiated as an import-
substitution opportunity but later developed to niche
marketing in the region and overseas. The history of both
developments are briefly reviewed in the Zimbabwe Appendix
(3A, paragraphs 31 and 59-62) and in the Malawi Appendix
(4A, paragraphs 33-34).

3.17. Other initiatives have been either unsuccessful or
very modest to date in all countries:

(a) Production by commercial farmers in South Africa has
been constrained by the low returns for most herbs and
spices by comparison with some other crops. This
factor has come into play with their counterparts in
neighbouring countries but lack of market awareness and
market knowledge has been a more important factor.

(b) In both Zimbabwe an South Africa attempts made by
buyers and Government bodies at stimulating production
by smallholders and communal farmers have met very
limited success owing to factors which include no real
tradition of horticultural cash crop production beyond
the kitchen-garden scale, an inadequate extension
service, (and in South Africa, labour availability
constraints) and fear of drought, which jointly impress
an aversion to risk-taking with novel crops and a
focusing on well-known, subsistence food crops. Malawi
is the notable exception in that its smallholders have
repeatedly displayed an ability to respond with
alacrity to market needs for cash crop production but
their spice output has declined (Birdseye chillies
excepted) owing to the inadequacies of the internal
marketing system since independence. In Zambia,
smallholder/communal farmer awareness for most spices
and herb crops has been non-existant until recently.

Trends and New Developments
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3.18. All significant production of spices and herbs in
South Africa is expected to remain in the hands of
commercial farmers. However, the agricultural sector is‘
coming under increasing pressure through shortages of water
for irrigation, increasing labour costs and other factors
which are described in detail in Appendix 2A, paragraphs
111-123. Production of spices and herbs, therefore, could
decline in future. Paprika production in South Africa
(currently 10,000 tonnes annually) appears at particular
risk since yields are highly dependent upon irrigation,
harvesting requires manual labour, and neighbouring
countries are very price competitive in production. The
major paprika buyers in South Africa are active in promoting
production elsewhere in the region because of these reasons.

3.19. In Zimbabwe and Zambia, paprika appears to be the only
crop amongst the spices and herbs with a prospect of a large
scale production expansion in the medium term and this will
arise largely from commercial farmers.

3.20. Malawi only entered into paprika production in 1994.
As found elsewhere in the region, the crop returns were
similar to tobacco and production fitted in well with the
tobacco schedule. A substantial growth in output is
expected but the mode of production is likely to differ from
other countries in that a substantial proportion will arise
from black tenant farmers and outgrowers to estates. By
contrast, export of Birdseye chillies by Malawi could fall
as a result of the existing comparative advantages of its
competitor, Zimbabwe and from the emergence of other
suppliers in Sub-Saharan Africa. Also, the proven potential
of Malawian smallholders to produce mildly pungent chillies,
coriander and some other spices will not be optimised unless
there are radical improvements to the internal marketing
systems; this implies granting freedom to the Asian business
community to trade in rural areas.

3.21. No significant stimulus to production of spices and
herbs is to be expected by installation by multinationals

of processing facilities in Zimbabwe, Zambia or Malawi. One
such company has closed its Zimbabwe factory owing to the
non-development of a sufficiently wide range of spices and
the other multinationals have focussed factory operations in
South Africa to serve Sub-Saharan Africa as a whole.
However, the domestically-owned paprika oleoresin factories
in Zimbabwe, Zambia and South Africa might well attempt to
foster cultivation of a range of spices in order to
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diversify away from dependence upon a single product for
which the global market place is very competitive.

ESSENTIAL OILS

Market Demand in the Region
The S8cale of Demand

3.22. Bouth Africa’s flavour and fragrance industries
consume substantial quantities of oils of natural origin,
plus synthetic materials. Precise quantification of demand
for naturals is not possible owing to the inadequacies of
trade statistics and to the fragmentation of the industry,
in which many multinationals are involved in the flavour
sector and both domestic and multinational companies cater
for the fragrance sector. A wide range of oils are used by
the flavour industry and the largest demand items are ready-
to-use citrus oils (70 tonnes or more per annum) and mint
oils (160 tonnes or more). The fragrance sector similarly
consumes a wide range of oils but demand is dominated by the
soap, detergent and toiletries industries and production of
inexpensive laundry soaps for the mass (black community)
market is the most important application for fragrance oils.
Consequently, consumption of citronella oil, the commonest
fragrance for laundry soaps is of the order of 150 tonnes
per annum, which is very high by developed country
standards. Lemongrass oil is next in importance as a
soap/detergent fragrance with consumption estimated at 40
tonnes annually.

3.23. Flavour o©il usage in Zimbabwe, Zambia and Malawi is
much smaller than that of South Africa since the processed
foods market is less highly developed. However, significant
quantities of citrus oils are used in soft drinks and mint
oils in toothpaste and similar ‘personal products’. The
greatest demand in these countries also falls to fragrance
cils for the production of mass market laundry soaps and
detergents; tentative estimates indicate that 170 tonnes of
citronella oil and 20 tonnes of lemongrass oil are jointly
consumed per annum by Zimbabwe, Zambia and Malawi.

3.24. The total regional demand for citronella oil,
tentatively estimated at 320 tonnes per annum equates to 15
per cent of the volume entering international trade; a
remarkable figure in relation to the combined population
size of the region.
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Market Trends

3.25. A progressive growth in citrus oil usage may be
expected along with world-wide trends for consumption of
soft drinks. Lime oil demand probably will display the
fastest rate since it is a key ingredient of the most
popular Cola drinks. Amongst the other flavour oils, usage
of the mints should grow modestly along with
toothpaste/mouthwash consumption regionally. Flavour oil
usage in processed foods is predicted to increase in South
Africa. However, the fastest growth rate is expected with
fragrance oils - as elsewhere in Sub-Saharan Africa - in
toiletries and inexpensive perfumes.

Sourcing of Materials

3.26. With the exception of citrus and eucalyptus oils, the
Southern Africa region is a nett importer of essential oils.

3.27. A very substantial part of imports are ready-to-use
formulations composed of a mixture of naturals (with or
without synthetics) which are tailored to the user’s
requirements. For example, the ‘citronella oil’ imported by
a major multi-national for laundry soaps contains about 95
per cent of the natural oil and the remainder is aroma
additives.

Production of Essential Oils in the Region

Overview of Production and Development Experiences.

3.28. The region as a whole did not play any significant
role as a world ranking source of essential oils for almost
the first three-quarters of the twentieth century. 1Its
subsequent impact has effectively been restricted to citrus
0oils, eucalyptus oils and, on a much smaller scale, to the
0ils of buchu and tagete (African marigold or ‘khaki bush’).
Developments in South Africa and Swaziland were unconnected
with those in the northern countries and are separately
reviewed below.

3.29. During the early colonial period of the former
Rhodesias and Nyasland some individuals recognized the
potential of essential oils as high unit-value/low volume
and non-perishable products for export (see refs.41-42 and
45-48) . However, the various sporadic efforts made did not
progress beyond the early stages of development, unlike
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other former British Territories in East and Central Africa
(see refs.33-37) and the French Indian Ocean islands.

3.30. The main stumbling block to progress has been
suggested, if expressed in over-harsh terms, by Sholto-
Douglas (1961; ref.50): ‘Apathy, ignorance of the techniques
of cultivation and processing with the crops has constrained
development’. However, the realities of the situation in
the former Rhodesias in the early part of the century were
not greatly different from those pertaining until recently.
Tobacco, cattle and maize production were too easy and safe
an option for the majority of commercial farmers, while
insufficient resources were devoted by Government
Departments to crops which were considered of marginal
potential to the overall agricultural economy. Moreover,
market penetration proved difficult through lack of direct
contact with buyers and from the small volume of oil which
could be offered; the latter being a classical ‘chicken and
egg’ situation of producers refraining from production
expansion without certainties of a market while buyers
lacked confidence in marketing a new source oil without
guarantees of minimum supply volumes and consistency of

quality.

3.31. Notable examples of early initiatives include Gore-
Brown and the Gamwell sisters in Northern Rhodesia (see
refs. 40 and 44) in the 1930s and the Pollitt and Daines
families in Southern Rhodesia in the 1940-50s period. These
were enthusiasts with limited knowledge and resources who
were dependent on provision of information and oil sample
analysis services from the Imperial Institute and the
Colonial Plant and Animal Products Department (the
precursors of the Tropical Products Institute, which is now
the Natural Resources Insititute) in a very distant London.

3.32. The sole (and continuing) success story from the pre-
1960 period is the modest production of citrus oils
(including distilled, West Indian lime) by the Mazoe Estate
near Harare.

3.33. The only noteworthy venture occurring in the northern
countries during the 1960s was the domestication and
commercial production of ninde oil by the Malawi Department
of Agriculture in collaboration with the Tropical Products
Institute (see Ames et al 1970; refs. 38-39). This plant is
the indigenous weed discovered by the Gamwells in Northern
Rhodesia in the 1930s and which yields an o0il similar in
character to Indian palmarosa. Market reception was good
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and the smallholder outgrowers found returns attractive.
However, the venture eventually failed, largely as a result
of Malawi’s state marketing corporation (Admarc) insisting
on monopoly rights for sales but failing to understand the
marketing requirements. No significant British aid
assistance on essential oils was forthcoming to the northern
countries post - 1970 for a variety of reasons: UDI in
Southern Rhodesia and, later, ODA’'s strategic prioritisation
of food crop production by smallholders and communal
farmers.

3.34. During the late 1970s, interest in essential oils was
rekindled in Zimbabwe amongst a group of tobacco farmers and
the company which had initiated herb production. This arose
from the need to earn foreign exchange and a degree of
uncertainty over the future of tobacco. All initially grew
a range of oils, and then refocussed according to
experiences, particular interests and convenience of crop
production within their existing operations. Their
continuing common interest lies in a careful, if informally
controlled volume of export-oriented production of tagete
0il, using wild growing plants on their farms or bought in
from neighbours. They have captured a major share of the
world market,double that of their competitors in South
Africa. One group of four farmers only produce this oil
since the processing season fits in with the tobacco
management schedule and the major cost item in a distillery,
the steam boiler was available already as a component of the
tobacco curing facilities. Another farmer has built the
largest distillery north of the Zambesi and originally
produced eucalyptus oil along with tagete, but has
subsequently reduced output of the former for reasons which
include conflict of labour with other farm activities. He
intends now to focus on small scale production of high-unit
value oils, including tea-tree (Melaleuca), for the

‘Green’ /aromatherapy market in Europe. The herb company has
similarly focussed recently on this small niche market,
producing ‘organic herb oils’ as a convenient ancillary to
the herb operation. A more detailed discription of the
evolution of these ventures in provided in Appendix 33,
paragraphs 44-64.

3.35 In Malawi, a multinational-owned estate produced
citronella oil briefly during the early 19908 for Lever
Bros’ soap factory in Blantyre. The operation was
terminated Bince Lever Bros’ import parity price was
unattractive, and this problem appears in part to involve
tax structures in Malawi.
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3.36. The major developments in South Africa and Swaziland
have resulted as adjuncts or spin-offs from other ventures.
Citrus oil production arose as a by-product from fruit |
juicing while the fortuitous selection of certain species of
eucalyptus for timber production led later to the creation
of a eucalyptus oil industry.

3.37. Production of eucalyptus oil has involved eight South
African farmers and a Commonwealth Development Corporation
(CDC) forestry operation in Swaziland. The bulk of output
has derived from deliberate coppice management for leaf
biomass production, rather than for timber. During the late
1980s, the two countries jointly captured 13 per cent of the
world market for ‘medicinal eucalyptus cil’ and S0 per cent
of that for ‘industrial eucalyptus oil‘’. Post - 1992,
medicinal eucalyptus o0il production has undergone a severe
contraction in both countries. The South African producers
have responded to lower world prices to the oil and
increased prices for timber on the domestic market by
mothballing most of the distilleries, while the CDC has
relocated its operation to new plantations in Tanzania. The
development experience of this industry is examined in
greater detail in Appendix 7.

3.38. A range of other oils have been produced periodically
by independent farmers and some companies in South Africa
with exporting as the primary objective. Marketing and
other problems were encountered and only tagete and buchu
oils have withstood the rigours of the international market
but their production is very limited in scale and arises
from a small number of independent farmer-distillers.
Trials involving indigenous plants and communal farmers were
conducted in the early 1990s but appear to have been
unsuccessful and all subsequent initiatives have revolved
around commercial farmers.

Trends and New Developments

3.39. Interest in essential oils exists within certain
sectors of the agricultural communities throughout the
region. However, much of this is presently based on hopes
of generating foreign exchange through export of high unit-
value commodities rather than from a thorough understanding
of markets, production requirements and likely returns.
Moreover, negligible knowledge exists in the northern
contries of the opportunities presented within the regional
market.
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3.40. In Bouth Africa, it is possible that any revival of
the medicinal eucalyptus o©0il industry will be on a
comparatively modest scale owing to unrealizable
expectations of returns in an economy with rising labour
costs. Citrus oils apart, developments with any other oils
are likely to be small, niche marketing ventures in
particularly favourable growing areas.

3.41 Some tobacco farmers in Zimbabwe with experience of
tagete oil are now receptive to ideas of large volume oil
production. Others newly entering orange cultivation have
expressed interest in juicing and oil processing for lower
grade fruit. Funding has been made available in the recent
past by several donor bodies for a research and development
programme, led by the University of Zimbabwe on production
of essential oils by smallholders and communal farmers,
using small capacity transportable distillation units. It
is too early yet to guage the response of the targeted
producers or of the market.

3.42. In Zambia, two commercial farmers are keenly
interested in essential oils production. One has undertaken
cultivation trials with a range of crops for some years and
now is purchasing distillation equipment for processing
trials. The other has introduced perfumed roses and is
currently examining options for processing equipment.

3.43. Interest exists in essential oils within the large
estate sector and amongst small estate owners in Malawi but
as elsewhere knowledge of markets and technology are a
constraint on development.

GUM NAVAL STORES (PINE ROSIN AND TURPENTINE)

3.44. This topic is the subject of a regional case study
(presented in Appendix 10) and only a brief summary is
presented here of the key issues.

Market Dsmand

3.45 The main item in demand in the region is rosin with
current consumption estimated as in excess of 6,000 tonnes
per annum and South Africa as the major market. The
projected demand for rosin in the year 2000 is of the order
of 10,000 tonnes as a result of increased usage in South
Africa and the mooted commissioning of new paper plants in
Zambia and Malawi. If adequate supplies were available,
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additional sales might be possible to soap manufacturers in
the northern countriesﬂ

3.46. Demand for pine oil, a turpentine derivative, is
currently 600 tonnes annually and may be expected to grow
modestly in future. Usage of turpentine is currently weak
but will transform in 1996 with the commissioning of a pine
0il plant in South Africa. Additionally, there is a
possibility of new usage of several hundred tonnes of
turpentine by paint manufacturers in Zambia and Malawi;
subject to the availability of good quality, domestically
produced material at a parity price to imported ‘white
spirit’/‘mineral turpentine’.

Bourcing of Materials and Existing Production

3.47. Production of naval stores is presently undertaken
only in South Africa and in Zimbabwe. Moreover, output in
Zimbabwe is entering a decline along with the supply of the
pine tree resource. A regional production deficit of the
order of 1,600 tonnes per annum presently exists for rosin
and this requirement is met by imports, valued at US$ 1
million. If regional output of naval stores undergoes only
a marginal change by the year 2000, the import requirement
for rosin will increase to some 5,600 tonnes (valued at USS$
3.6 million).

Development Potential

3.48. Bouth Africa has a very large pine resource which is
only partly exploited for gum tapping owing to constraints
applied by the major owner, the State Forestry Corporation.
If freedom were given to fully utilize the resource, which
is unlikely, rosin output could rise to at least 24,000
tonnes. This would be more than adequate to supply the
region and to allow significant penetration of the
international market with rosin. Additionally, the
associated turpentine output of some 3,000 tonnes annually
would permit development, mainly for export, of a range of
added-value derivatives.

3.49. Production of naval stores from the Viphya Forest in
Malawi has been mooted since the early 1980s. This may come
to fruition in 1996 with a proposed joint-venture between
Malawian institutions and the South African naval stores
producer. The output of this factory would cater for
Malawi’s domestic market.
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3.50. A very substantial pine resource exists in the
Copperbelt Province of Zambia, which subject to confirmation
of the economic viability of gum tapping, could in theory
furnish around 12,000 tonnes of rosin and 2,000 tonnes of
turpentine. Only 1,000 tonnes of rosin are required by the
domestic market in the medium term and several options are
open for development. One of these would involve sales of
1,000 tonnes of crude gum rosin to the Zimbabwe processing
plant to permit it to service the domestic market demand.
Another option would be shipment of crude oleoresin to South
Africa which also has underutilized processing capacity.

3.51. The South African industry - because of its scale and
advanced state of development - could process all surplus
turpentine and rosin from the region into added-value
derivatives.

VWATER-SOLUBLE GUMS

Guar
Market Demand in the Region

3.52. Amongst the natural water-soluble gums, the greatest

" demand by far in the region is for guar, which plays an
important role in the mining industries. Demand levels for
this gum fluctuate along with the international market for
mineral ores and it has certainly reduced in the region over
the past decade. A very tentative estimate for current
demand is 10,000 tonnes (in guar seed equivalents) with
South Africa as the main market.

S8ourcing of Materials

3.53. The bulk of the markets demand is met by imports of
partially refined guar seed or gum from the Indian Sub-
Continent.

Regional Production

3.54. Guar seed was introduced to Malawi as a smallholder
crop in 1976 and production exceeded 5,000 tonnes per annum
by the early 1980s. Until recently, purchase of guar seed
was a monopoly of the state agricultural marketing
corporation (Admarc) which also owns a first stage seed
splitting factory. Difficulties in marketing the factory’s
poor quality product has led to its closure and the
investment in a more advanced processing factory (8,000
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tonnes capacity) by a private company from the Asian
community. However, supplies of -guar seed had fallen to
around 2,000 tonnes in 1994 owing to the poor prices offered
by Admarc to farmers. The private company offers double
Admarc’s price but the ban on its direct trading - as an
Asian firm - in rural areas together with the poor market
awareness of remote rural dwellers has hindered its efforts
to restimulate production.

3.55. Attempts have been made in both Zimbabwe and South
Africa to promote guar cultivation by smallholders and
communal farmers. This failed in Zimbabwe owing to lack of
farmer interest and extension inadequacies. No confirmation
of success could be obtained for the venture promoted in
South Africa by a major seed processor.

3.56. No initiatives have been taken with guar in Zambia
where the agricultural sector appears largely unfamiliar
with crop and the scale of the domestic or regional market
demand.

3.57. A marketing and processing system already exists in
the region, involving traders/processors in Malawi, Zimbabwe
and South Africa, and this could rapidly gear-up to achieve
total import substitution of guar. All that is required is
the promotion of cultivation and the installation of an
effective purchasing mechanism at the rural level.

Pther Gums

Market Demand in the Region

3.58 A range of other water-soluble gums are employed in the
region as adhesives and in the processed food sector. No
reliable data is presently available on the present scale of
demand but a modest growth in usage may be expected along
with general economic development.

Production in the Region

3.59. The region is not naturally well-endowed with plants
which yield commercially-valuable water-soluble gums.
However, two ventures are underway in the region.

3.60. Acacia karroo gum in Zimbabwe has been harvested since
1987 from wild growing trees in the Southern region. This
venture developed as an informally organised activity
between cooperatives, the Forestry Department and a
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multinational flavour compound manufacturer with a factory
in Bulawayo. This company’s interest was in import-
substitution of Sudanese gum arabic. Collection soon grew
to 10 tonnes annually and some of the crop found other uses
locally. The flavour factory was recently closed but
collection of gqum continues and the multinational has
assisted with sales in South Africa to adhesive
manufacturers as a substitute for the more expensive gum
arabic. The potential of this gum is limited owing to its
quality inferiority to gum arabic. However, it could remain
a useful source of rural cash income if the marketing chain
is maintained. (Further details are provided in Appendix
3A, paragraphs 87-91).

3.61. In Malawi, karaya gum has been the subject of interest
to the Forestry Department and Admarc for a number of years.
The source plants (Steraculia sp.) occur wild, if sparsely
distributed in a number of areas. Admarc is presently
attempting to stimulate collection but the Forestry
Department are concerned that sound, sustainable tapping
methods have not been devised as yet.

NATURAL COLOURANTS AND DYESTUFFS

Market Demand in the Region
Dyestuffs

3.62. The demand in the region for natural dyestuffs for
textiles, etc. is small, paralleling the worldwide trend for
substitution by superior and less expensive synthetic dyes.
Import statistics for South Africa record only kg shipments
of natural indigo from India. The significant use of ‘Khaki
bush’ (African marigold) as a textile dye ceased early in
the century and any current usage is probably restricted to
artisanal, specialist materials.

Food Colourants

3.63. In the processed food sector, competition exists
between synthetic and natural colourants. Annatto (bixa)
extract is employed by some multinationals but the scale of
demand is not clear. Marigold meal or its extract may be
employed as a food additive in the South African poultry
industry but this is suffering severe competition from
imported chicken meat following market deregulation.
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Production in the Region
Marigold Meal

3.64. Production of marigold meal commenced recently in
Zambia by a Government owned factory. 1Its export target is
2,000 tonnes of pelletised meal. Extraction trials are
scheduled for mid-1995 at the 2ambian paprika oleoresin
factory which has surplus processing capacity.

3.65. South Africa also has been a supply source for
marigold meal in the past but the present production scale
is not clear. The paprika oleoresin factory is
contemplating production of marigold extract in the future.

Annatto

3.66. The annatto tree was introduced to the region as a
garden ornamental early in the century and has subsequently
become naturalised in many areas. No records exist of any
sustained attempt at cultivation for seed exports. However,
small plantations exist on two estates in Malawi and a 2
tonne trial shipment was made to a South African buyer in
1994.

CASTOR SEED AND OIL

Market Demand in the Region

3.67. There is a substantial scale of demand for castor oil
in the region, tentatively estimated at 2,000 tonnes per
annum and of which South Africa accounts for 75 per cent.
Usage is in industrial applications as a lubricant,
ingredient for paints, etc. A progressive growth in
consumption may be expected in the region along with
economic and industrial development.

Sourcing of Materials

3.68. The great bulk of the region’s requirement for castor
oil has to be met by imports from overseas.

Production in the Region
3.69. South Africa is listed in FAO yearbooks as a producer

of castor seed but no evidence could be obtained of any
current production.
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3.70. Malawl appears to be the only country in the region
which has a current, if small commercial production and this
is milled domestically for a paint manufacturer. Castor
occurs wild in Malawi and is informally cultivated on thé
Lakeshore. Prior to 1990, there was a significant scale of
production and export to South Africa. The principal
purchaser was Admarc but this organisation only secured 2
tonnes in 1994, presumably because of the low prices which
it offers.

3.71. Zambia also was a substantial producer of castor seed
during the 1950s. In the intervening period, the plant has
naturalised in many areas. A small processing operation has
been established with US AID support in the northern region
and some members of the recently formed women’s group, ‘The
Herb and Spice Association of Zambia’ are planting with the
aim of sales of seed to a Zimbabwean buyer. The Tobacco
Association of Zambia has castor on its priority list of
diversification crops and aims to stimulate planting of
1000ha in 1996 and to install a mill. None of these
parties in Zambia were aware of the scale of demand for
castor oil on the South African market.

NARKET AWARENESS

The International Market

3.72. Commercial farmers engaged in the production and
direct marketing of essential oils in Zimbabwe freely admit
their continuing lack of knowledge of the market beyond
their own products. Counterparts in South Africa appear to
be in a similar position.

3.73. With the exception of a small group of specialist
importers/exporters and processors, knowledge of the
international market for the majority of the focal
commodities is poor across the spectrum of the commercial
farming community to funding institutions in all countries
in the region.

The South African Market

3.74. Knowledge of this market is very weak amongst
commercial farmers in the northern countries and it is very
narrow in the business community at large.
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Internal Marketing Facilities

3.75. The existence and identity of domestic buyers of the
focal commodities is surprisingly weak within the
comparatively sophisticated commercial farming community in
Zimbabwe. At the smallholder and communal farmer level in
all countries, knowledge of marketing chains and market
opportunities for all but traditional crops is extremely

poor.

COMPARATIVE ADVANTAGES WITH THE FOCAL COMMODITIES

Bouth Africa

3.76. The commercial farming community in South Africa is
confronted with the least favourable set of conditions in
the region. Much of the land area is semi-arid, the climate
is harsher and rainfall is low compared to its neighbours,
while exploitation of the water resource for irrigation has
almost reached its limit. These natural constraints place
the South African farmer at a disadvantage compared to
counterparts north of the Zambesi. 1In addition, South
African commercial agriculture is faced with problems of
availability and increasing costs of labour, deregulation of
markets, removal of import permits and lowering of import
tariffs. The collective effect is expected to lead to a
contraction of commercial agriculture.

3.77. No expansion of low cost, cash-crop production is
foreseen within the smallholder and communal farmer sector.

3.78. South Africa’s comparative advantage over its
neighbours rests almost entirely with agri-business
management and marketing skills,technical know-how in
downstream processing, and the existence of capable R D
institutions in the agricultural sector.

Zimbabwe

3.79. The commercial farming sector in Zimbabwe possesses
management skills which are comparable to their counterparts
in South Africa and infrastructure is also good. The
climate is generally superior to South Africa, water is
available if not abundant, and labour is competitively
priced..
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3.80. In the smallholder/communal farmer sector, however,
interest in and management skills with non-traditional crops
are not great.

Zambia

3.81. Zambia possesses advantages of high rainfall in its
northern region and a substantial natural, if presently
underexploited water resource. Commercial farming skills
are good but this sector accounts only for a small element
of agriculture. Land is available and underutilized while
labour is abundant and competitively priced against South
Africa.

3.82. The interest and capability of Zambian smallholders
and commercial farmers in adopting novel crops and in
producing material of a high marketable quality has not been
thoroughly tested.

3.83. A major disadvantage for Zambia compared to Zimbabwe
is the higher cost of transporting produce to South African
and overseas markets.

Malawi

3.84. Like Zambia, Malawi possesses comparative advantages
over South Africa and Zimbabwe with rainfall, water
resources and labour but it is more distant from the major
markets.

3.85. The large estate sector has good management skills but
the present taxation structure imposes some disincentives.

3.86. There is an emergent small estate sector which is
actively seeking new sources of cash income.

3.87. It possesses also a unique, proven capability in the
smallholder sector to adopt new crops but this is offset by
weaknesses in the present internal marketing arrangements.

3.88. Additionally, the estate system of tenant
farmers/outgrowers provides a good mechanism for
introduction of new crops since there is an in-built
extension and product marketing system. This has a
particular advantage for commodities which require

central, skilled processing facilities (e.g. essential oils)
or could be subjected to other forms of added-value
processing.
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ATTITUDES TO CROP DIVERSIFICATION IN THE NORTHERN COUNTRIES

Commercial Farmers

3.89. All members of the commercial farming community in the
northern countries are interested in cash crop
diversification, at least in theory. The degree of interest
and effort spent in examining potential, however, ranges
from a relatively small number of innovators and risk-takers
to the cautious and very conservative.

Zambia and Zimbabwe

3.90. In Zimbabwe and Zambia, there exists a degree of
suspicion amongst a large number of commercial farmers over
new crops, particularly those which require a middleman for
marketing. This has been compounded by a folk-lore of
‘disasters’, particularly associated with the early years of
paprika development.

3.91. Attitudes to new crops also centre strongly around
tobacco; the ‘tobacco standard’ for comparative returns and
the ease or difficulty of integration of a new crop with the
" demands of the tobacco regime. New Crops are more
favourably viewed when their management does not clash with
tobacco and the existing labour force and installed
facilities can be shared; paprika, Birdseye chillies and
certain, small-volume essential oils (such as tagete) meet
these requirements.

3.92. Three other considerations apply in Zimbabwe:

(a) The ‘return per megalitre of water’ used in irrigation
is assuming comparable importance to the ‘tobacco
standard’ for new crops.

(b) Perennial (tree) crops are of increasing interest.

(c) Labour costs (and availability) for harvesting and some
‘post-harvest operations are important. Great advantage
is seen with those crops which can be mechanically
harvested.

Malawi

3.93. The large commercial estates are receptive to ideas on

new cash crops. However, land availability is an imortant
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factor when considering diversification. Additionally, the
ability to utilize existing infrastructure would be a bonus
with any new cash crop.

3.94. Tea estates are also particularly interested in
perennial crops while other large estates see perennials of
value in defining borders and reducing the risk of
squatting.

Smallholders and Communal Farmers

3.95. As noted earlier, Malawi is the sole case where this
sector of agriculture has displayed clear interest and
adeptness with new crops.
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Tablae 4: Regional Demand and Production Estimates for Certain Focal Commodities with a Potential for Import Substitution

(Note: Import projections for the year 2000 assume marginal changes over 1995 regional production levels)

1995 (tonnes) ' Projection for 2000 (tonnes) Overseas import requirewment for region
Demand Production Demand Production 199% 2000
Commodity
Region South Region South Regional | South Regional | South tonnes (US$ will.) tonnes (US$ mill.)
total Africa total Africa | total Africa | total Africa
Bpices
Dried onion, garlic | g, pgoe 4,800 small small 6,000° 5,800 5.000 [2.0]) 6,000 ([2.4)
Chillies 3,500 3,000 1,000 2,500 | 3,800 3,300 <3,000 | 500 (0.6] 800  (0.96]
Coriander 2,600¢ 2,000 1,600 1,000 | 2,800 2,200 <1,000 | 1,000 [0.8] 1,200 (0.96]
Other spice seeds 1,400 1,300 small neg 1,500 1,400 1,400 [1.9) 1,500 [2.1]
Turmeric 1,300* 1,000 120¢ nil 1,400 1,100 1,200 (0.6] 1,300 [0.65]
Ginger 700* €00 150* 100 750 €50 sso  [0.7]) 600 (0.8)
Dried herbs 400 300 small small | 430 330 300
Bseential Oils
Citronella 120 180 nil nil 350 160 320 (1.6} 350 ([1.75%]
Lemongrass 60 40 nil nil 70 45 60 [0.48] 70 (0.56)
Naval Stores
Rosin 6,100 5,000 4,500 4,000 | 10,600 8,000 | s,o000 5,000 | 1,600 [1.0) $,600 (3.6}
Turpentine 170 70 1,100 1,000 | 700-1,400 | 700 1,200 1,200 |nil nil
Pine 0il 600 + 600 nil nil 700 + 700 700 700 600 199
Guar seed 10,000+ 7,000 2,000 small | ? ? ) 8,000 £7.0]
Castor oil 2,000 - | 1,500 small small | 2,200 1,600 ' | 2,000 11.5] 2,200 [1.65]
Rey: * Very provisional estimate
neg neglibible
? dependent upon performance of mining industries

49




Table 5: w.rlul. Exports of Focal Cammodities

(Tonnes) )

Commodity Pre-1980 1988 1994
Spices
Birdseye chillies neg 300 (Malawi) 600 (Malawi and Zim)
Paprika nil 10,000 (SA) 20,000 (BA, Zim, majors;

Malavi and Zam,

minors)
Paprika oleoresins | nil neg 100 (8A and Zim) (a)
Essential oils
Lime oil MA 10 10 (Swaziland and Ziw)
Other citrus oils NA MA HA but large (8A, major;

Zim, minor)
Bucalyptus oil NA 350 180 (SA, Swaziland and
Zim) (b)

Tagete NA 5 (?) 10 (Zim and 8A)
Buchu NA 2 (?) 2 (?) (sa)
Naval stores
Turpentine - NA NA 500 (SA)
Rosin (c) (e) (c)
Natural colourants
Marigold meal ¥A NA 1,000 (?) (SA and Zam)

Xey: NA data not available; SA..South Africa; Zim..2imbabwe; Zam..Zambia.
? quantity uncertain

Notes: (a) With construction of a new factory in Zambia, the installed
capacity in the region now equates to an annual production
capability of 420 tonnes or more.

{b) Many operations mothballed owing to low market price of medicinal
oil and increasing demand in South Africa for timber.

(c) South Africa exports rosin derivatives and some gum rosin but also
imports. Nett effect is a domestic production shortfall for rosin.
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4.1. The market survey results presented in the previous
section of this report revealed a very substantial demand in
South Africa for many of the focal commodities. Moreover, a
significant growth in consumption is expected on the South
African market for food and non-food products which
incorporate the focal commodities.

4.2. South African agriculture is presently unable to
gervice the domestic market demand for the focal commodities
owing to a combination of natural resource constraints and
its cost structure. Current trends in agriculture,
involving land redistribution, market deregulation and
labour wages are expected not only to impact adversely on
production of the focal commodities but also to a
contraction of the agricultural sector. One major expected
consequence is that food production will fall below market
demand by the year 2000. (These trends in agriculture in
South Africa are examined in greater detail in Appendix 23,
paragraphs 111-132).

4.3. Prior deficiencies in domestic production levels for a
wide range of products (including the focal commodities) had
to be met by imports from overseas owing to its political
isolation. However, the recent political change in South
Africa has made it possible to participate in an integrated
manner in the economic development of the region. This was
clearly shown when South Africa became a member of the
Southern African Development Community (SADC) in 1994 and
when the renegotiation of the Customs Union Agreement (SACU)
between South Africa, Botswana, Lesotho, Namibia and
Swaziland were announced in 1994. Everything considered,
1994 paved the way for a new economic dispensation in
Southern Africa.
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Table 6: BSouthern African development community
(SADC) : Population and GNP (1992)

Country/Region | Population GNP
Total USSmn | Per capita US$
Angola 9732 6 000 620
Botswana 1360 3797 2790
Lesotho 1 860 1090 590
Malawi 9 085 1 896 210
| Mozambique 16 565 1034 60

Namibia 1529 2 502 1160
Swaziland 860 930 1 080
South Africa 42 500 106 000 2670
Tanzania 25 965 2 561 110
Zambia 8 589 2 580 290
Zimbabwe 10 352 5 896 570

Source: Esterhuysen et al, 1994 (ref. 12)

Regional Co-operation: Common Market

4.4. The historical development of the region was not always
colourful and full of opportunities, because of four main
reasons. Firstly, the Southern African region was the
"target of a destabilising policy by South Africa in the late
seventies and eighties. Secondly, South Africa followed a
policy of non-co-operation in the Southern African region in
as far as trade and economic development and promotion.
Thirdly, other regional organisations were established to
lessen the extent of economic dependence on South Africa,
eg. SADC. Finally, South Africa followed a policy of
entering into bilateral trade agreements with, among others:
Zimbabwe, Malawi and Mozambigque.

4.5. This however, has changed dramatically after South
Africa became a full democratic society in 1994. An
indication of this dramatic change is the fact that South
Africa joined SADC in 1994 and was allocated the finance and
investment sector of SADC. This highlights the importance
that member countries place on South Africa's financial
infrastructure and South Africa's ability to co-ordinate
economic growth and development through investment in the
Southern African region (SAR).

4.6. In Southern Africa there are three principal regional
organisations, namely the Southern African Development

Community (SADC), the Preferential Trade Area for Eastern
and Southern Africa (PTA) and the Southern African Customs
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Union (SACU). The aim of SADC is to develop the region into
a regional free trade area and to use the SACU as its core
for future development. The 1995 SADC Theme Document
underwrites this by stating: "In line with the principal of
variable geometry the countries of the Southern African
Customs Union (SACU) should move to the level of a common
market with free movement of labour." 8South Africa is
responsible for the co-ordination of the finance and
investment sector of SADC which highlights the importance
that other countries place on South Africa's financial
institutions. South Africa is dominant in the region:
economically, with respect to scale and depth;
technologically, especially with respect to modern
industrial capabilities in all sectors, including
agriculture, finance, etc. as well as manufacturing; in
infrastructure provision, operation and maintenance and in
trade as a result of all the above. And above all South
Africa offers a big market for most agricultural-based
products for SADC countries.

4.7. In analysing the possibilities for further regional co-
operation, Truter (1995; ref. 13) came to the conclusion
that the most appropriate approach should be a developmental
view on Southern Africa.

4.8. A developmental view of future ecomomic co-operation
and trade policies will manifest in an evolutionary process
of economic interaction by: (a) exploiting present
comparative advantages through selected endeavours of co-
operation in areas where interaction can occur immediately
(i.e. agricultural research, food trade etc.); and (b)
laying the foundation for future comparative advantages in
the region through planned and programmed interventions
(i.e. future food production specialization, energy
provision, university training, etc.). Both actions however
should receive simultaneous attention of policy makers. The
ultimate objective of a development view on economic co-
operation in a regional policy is to "expand the area of
choices to the inhabitants of the region”".

4.9. The development of a common market in SADC is a high
priority. A Common Market is a customs union with no
internal tariffs and a common external tariff and in
addition allow free movement of all factors of production
among all members, this includes the free movement of labour
and capital. It must be noted that a common market differs
substantially from other forms of xregional integration,
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Table 7 gives a summary of the various stages (forms) of
economic co-operation.

Table 7: Various stages of economic co-operation
4
Free trade | Common Free Harmonization
among the | external movement of | of all economic
members tariffs factors of policies (Fiscal,
production monetary)
Free trade area yes
Customs union yes yes
Common market yes yes yes
Economic union yes yes yes yes
Opportunities

4.10. Taking into account the situation in South Africa,it
is clear that a shift in production within the Southern
African region can be expected in the years to come.

4.11. It is a fact that the best agricultural production
potential in the region exists in the northern parts of the
region, where unutilized production capabilities exist. An
recent analysis by the African Development Bank (1993)
confirmed this view.

4.12. The high financial and economic cost of sustaining
yields in the commercial farming sector in RSA (on relative
poor resources) eventually led to a steep cutback in
subsidies in the late 1980's, and in turn to a decline in
the area planted to field crops and to stagnant or declining
yields as resources have been re-allocated to the livestock

and horticultural sectors.

production to meet the expected growth in demand.

Thus, although reserves of
under- or un-utilised land exit in the RSA, it is unlikely
that, they will make a significant contribution to increase

4.13. The regional market for agricultural commodities is

dominated by the purchasing power of RSA,

which imports

close to USS1 billion of commodities from international
This dominance of the needs of the South
African market, will continue to constitute an opportunity
for intra-regional trade, notably in meat, fruit and
vegetables, coffee, tea, cocoa, textile fibres and {(minor
industrial products) and especially for products that are
labour intensive and require natural resources which are

markets annually.

unavailable to South Africa.
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4.14. South African imports of these commodities from other
countries within SADC, will not only create purchasing power
in these countries, but will further stimulate regional
trade and increase welare.

Agxi-Policy and Attitude of Agri-business in South Africa
Policy approach

4.15. The published "White Paper on Agriculture 1995", which
sets out South Africa's policy on agriculture, supports the
role of an integrated approach to Southern Africa. As one
of six critical agricultural policy goals, the following is
stated:

"Developing agriculture's important role in the regional
development of Southern Africa and other countries."”

4.16. As part of the general policy principles, to guide
policy, it is further stated as the third principle, that
"The research and institutional infrastructure of South
Africa is important for the development of agriculture in
Africa."

Agri-business

4.17. During the m"apartheid-era" South African agri-business
were prohibited to engage openly in business with most SADC
countries. During this study, and based on other
experiences, the following emerged:

(a) Agri-business acknowledge the fact that South Africa
will become an integral part of a larger Southern
Africa co-operation framework.

(b) Most Agri-business in South Africa also indicated an
acceptance of the fact that it made economic sense to
source raw materials from neighbouring countries and
even to get involved in local production (including
‘extension) and processing. Investment is being
considered with the aim of better serving the South
African market.

(c) It was also stated, that because of previous isolation
from neighbouring countries, knowledge of business
contacts in neighbouring countries are limited, as well
as business opportunities.
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(d)

Agri-businesses visited as part of this study indicated
their willingness to switch sourcing of raw or |
processed materials from overseas to neighbouring
countries, under the following conditions:

- A continuous and reliable source of raw material
is available.

- The quality of the product is of acceptable
standard.

- The producte are price competitive.
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Table 8: Comparative Aspects for Countries in the Region with Regard to Production of the Focal Commodities
Country Natural Resources Commercial agriculture sector Swallholder - R&ED
communal Capability
farmer
interest or
Climate Water Land Labour Management and | Market Availability | Contact adeptness
Availability infrastructure | knowledge | of market with BA
information business
South Unsuitable for | Limited for Under High cost, Very good and | Good Good Poor Good and
Africa some products agriculture pressure and labour acts suitable suitable
quality poor and unions
Zimbabwe Suitable for a | Available but Available but | Competitive vs | Good and Limited Limited Limited Poor Limited
range of not abundant not abundant South Africa sujitable
products
Zambia Very suitable Virually Available and | Abundant and Good Very Very poor Very poor Untested Very limited
unlimited but underutilized | very limited
underexploited competitive
Malawi Very suitable Virtually Available but | Abundant and Good Limited Limited Very Good Very limited
unlimited but already much competitive limited
underexploited | utilized
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5.1. The three preceding sections of this report dealt
sequentially with opportunities for export of the focal
commodities on to the intermational market, for import
substitution in the region , the expected radical changes
underway both in trading between members of SACU and in the
South African agriculture sector. Here, these various
aspects are drawn together to assess the potential impact of
development in the region with the focal crops and how this
might occur.

Assumptions on Future Main Producer Countries

5.2. The predicted restructuring of South African
agriculture is central to the analysis. It assumed in
the following discussion that:

(a)

(B)

(c)

(d)

Any new developments with agricultural

production in South Africa will probably be small
and will contribute only marginally to import
substitution or international exports. (However,
the South African naval stores industry, based on
pine forests may expand).

There will be a reduction in South Africa’s
paprika production by approximately 50 per cent
over a period of 5-10 years, i.e. a drop in annual
output of approximately 5,000 tonnes by 2005.
Also, its medicinal eucalyptus o0il industry will
recover to only 50 per cent of its former level,
i.e. future exports settling at around 100 tonnes
annually.

These shortfalls in South African agricultural
production will be made good by the northern
countries.

Owing to a range of constraints (small volume
output, economics of scale, etc), the extent of
downstream (tertiary level) processing in the
northern countries will be limited. South Africa
can fill this processing role and then either
recirculate the refined products within the region
or export them overseas.
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5.3. The possible flow of materials between countries for
various refining operations is illustrated with gum naval
stores in the figure (page 63).

5.4. In the northern countries, the capability for
production of the various agricultural commodities will
differ according to climate and rainfall constraints. Also,
production of some commodities will fall almost entirely to
the smallholder/communal farmer sector owing to unattractive
returns for the commercial agriculture sector. Certain
other production operations - involving skill in crop
management and processing - will be taken up only by the
commercial agriculture sector.

Potential in the Northern Countries
Impact Scale

5.5. The assumptions described above lead to the approximate
quantification (expressed in tonnes and hectarage) of the
potential scale of agricultural production in the northern
countries as shown in Table 9. This table also suggests
which countries are likely to have the most favourable
conditions for production of certain crops on the basis of
“higher rainfall - northern Malawi and northern Zambia being
superior to Zimbabwe - and by smallholders.

5.6. Table 9 indicates the (base line)production considered
possible for supplying the Malawian, Zambian and Zimbabwe
markets with pine gum rosin. It assumes the establishment
of tapping and processing operations in Malawi and Zambia
with the latter also selling crude gum to the underutilized
plant in Zimbabwe. Attainment of this goal will depend upon
gum tapping being economic in Zambia; if this proves viable,
then Zambia could produce many thousands of tonnes of naval
stores annually and become a significant exporter.

Smallholder Potential

5.7. The analysis indicates that there is a very substantial
theoretical potential within the smallholder and communal
Bector in the northern countries. 1Its realization, however,
will depend upon the receptiveness of these groups to new
crops and an improvement in extension support and marketing
systems. Their ability to produce material of sufficiently
high quality (e.g. spices for the discerning, major market
of South Africa) also will be an important factor in
achieving success.
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5.8. On the basis of past experience, Malawian smallholders
are expected to display a generally better capability than
their counterparts in other countries. Furthermore, the
Malawian tenant/outgrower system linked to estates is likely
to facilitate production by smallholders of more demanding
crops, such as paprika.

5.9. A number of raw materials could be grown by
smallholders to supply further-processing operations of
entrepreneurs or even of large private farms/estates.
Castor, guar, annatto, turmeric and ginger fall into this
category. The opportunities for this supply linkage between
a large number of independent smallholders and a processing
unit is more limited for essential oils. Many essential oil
crops should be distilled on the day of harvesting and the
logistics and costs of smallholder delivery of raw material
(low bulk-density in the case of herbaceous material) pose
too great a problem. Opportunities with essential oils are
probably restricted to smallholders with land immediately
adjacent to a distillery or to the supply of comparatively
non-perishable raw materials such as spice seeds and vetiver
roots .

Developmental Stages

5.10. Development of the agricultural commodities is
envisaged as passing through two stages:

Phase 1:

- Immediate development of certain crops for the
overseas market (paprika,annatto, lime oil,
sassafras o0il, geranium oil and vetiver oil),

- plus immediate development of certain crops for
import substitution on the regional market.

Phase 2: - On achievement of regional self-sufficiency
in production for certain crops (between 2000
and 2005), there would be next an expansion for
overseas export or the surplus of some primary
commodities will be processed prior to export.
(For example, spice seeds and herbs could be
converted to their essential oils and turmeric
and ginger could be transformed to their
oleoresins.) The scales of export oriented
production shown in Table 9 for phase 2
correspond to capturing 5 to 10 per cent of
world trade in the particular commodities (but
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the actual potential may prove greater by the
year 2005).

5.11. With regard to added-value processing of agricultufal
products, the greatest opportunity and need resides with
paprika. At present, only one company (in South Africa) is
manufacturing fully refined (ground) paprika.

5.12. Constraints applying to the development opportunities

outlined above are discussed in the following section of
this report. .
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Table 9: Principal Cendidates for Expansion of Production/New Cosmodity Developments in the Northerm Countries
Phase 1, tonnes (ha) Phase 2; tonnes (ha) | Producer type Countries (Y wost
favourable conditions)

Commodity Por the Por overseas For overseas Independent Tenant Commercial Malawi | Zambia | Zimbabwe

regional export export Smallholder/ | farmer/ farm/estate

wmarket communal outgrower
Castor seed 4,400 (8,800) v L4 4 v
Guar seed 8,000 (8,000) v L4 v 4
Turmeric 1,300 (1,300) 1000 (1000)a v UL 4 7 4
Ginger 600 (600) 1000 (1000)a v v (L4 v
Coriander 1,200 (1,200) v Y v v
Cumin 900 (1,800) v (44 v 4
Other spice 600 (1,200) v U4 4 4 (4
seeds
Dried 6,000 (7,500) v v L L4 (L4 v
onion/garlic
Dried herbs 300 (300) v v v v v
Citronella oil 350 (2,500) 150 (1000) Y b v vy v v
Lemongrass oil 70 (800) 60 (700) v b v Vv v v
Sassafras oil 200 (570) Review market v b v v v v
Lime oil 100 (1,100) Review market v b v 4 s v
Med. eucalyptus 100 (700) Review market v b 4 v v v
Geranium oil 20 (400) Review market v b v v v v
Vetiver oil 25 (1,200) Review market v b Y b v v v v
Herb oils c Y b v v v v
Spice seed oils c v b v 4 v 4
Annatto seed 650 (650) Review market v v v v 4 v
Paprika 20,000 (5,700)d | Review market v v 7 v v
Pine rosin 3,000@ e Dedicated company v v =

Key: (a) Transport cost may be a constraint but oleoresin production is an option.
(b) Material processed by commercial farmer/estate.
(c) Particular oils and their production volume to be assessd at surplus stage.

(d) Assumes SA production of 5,000 tonnes only and regional target of 25,000 tonnes.
largely commercial farmer production.

(e) Dependent on viability of Zambian production.
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SOUTH AFRICA
Production Constraints

6.1. The major constraints of climate, water shortage,
labour costs and the impact of market deregulation on South
African agriculture have been previously addressed in
sections 3 and 4 of this report.

6.2. The naval stores industry offers perhaps the greatest
opportunity for an expansion of production amongst the focal
commodities in South Africa. If, moreover, the estimates on
the pine resource potential are accurate then South Africa
could emerge as a very significant supplier to the world
market. The constraint on development of this industry
rests with the reluctance of the national Forestry
Corporation to make trees available for non-traditional
(i.e. timber production) purposes.

6.3. In the more speciality areas of essential oils, it
appears that some producers have a limited understanding of
world markets and this is a constraint on appraisal of crop
options.

-Raw Material Sourcing and Investment with Neighbours

6.4. There is a clear interest within many sections of South
African agribusiness to source materials from neighbouring
countries and, also, to invest in joint-ventures. However,
lack of intimate knowledge of neighbouring countries and of
personal contacts is presently a major constraint. This
pituation arises from South Africa’s political isolation
until very recently

MALAWI, ZAMBIA AND ZIMBABWE

The Commercial Sector
Market Awareness

6.5. The major constraint on development of the focal
commodities in all three countries is undoubtedly the poor
to non-existant market awareness of commercial farmers,
loaning institutes and government bodies. Within the
trading community market awareness is highly variable and
few individuals possess more than a sketchy knowledge of
world markets for the focal commeodities.
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6.6. This problem applies equally to the South African
market as to the internmational market. Indeed, most
commercial farmers in the northern countries interpret the
term ‘export market’ as meaning the overseas market. Few as
yet have grasped the idea of the opportunities presented by
South Africa on its entrance to SADC. Export promotion
agencies also appear to have a weak understanding of the
opportunities offered by South Africa.

Accessibility of Market Information

6.7. Those aware that markets exist for the focal
commodities encounter great difficulty in accessing
information on the focal commodities. 1In all three of the
northern countries, the data-bases held on the focal
commodities by farmers’ associations, export promotion
bodies, etc, is presently poor. In the case of Malawi,
three organisations have been created by different donors
and each compete to some extent as information centres but
owing to resource constraints for each, the system is not
very efficient.

Marketing Institutions and Systems

€.8. Zimbabwe is unique in having a recently created
commodity exchange (ZIMACE) which acts as a market place
where farmers can sell their products through traders, while
the public reporting system of bids and offer prices creates
transparency and market information. However, only a small
number of the focal commodities (notably a range of spices)
are quoted on the ZIMACE floor. Small volume, speciality
products, such as Zimbabwe essential oils, are not covered
by ZIMACE and producers must undertake direct marketing to
South African or overseas dealers. '

6.9. Traders specialising in paprika are now present in all
three countries. Others deal in guar seed and spices in '
Zimbabwe and Malawi but awareness of these firms does not
appear high amongst the farming sector.

Access to and Affordability of Pinance

6.10. Interest rates charged by all but one or two banks in
Zimbabwe, Zambia and Malawi are very high and this is a
disincentive to development.

6.11. None of the loaning institutions in the three

countries appear to have listed the focal commodities as
potential candidates for investment in their current
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portfolios. This is almost certainly due to lack of
knowledge of markets and potential, plus the ‘minor crop’
connotation.

Taxation

6.12. Tax structures in Malawi appear to create !
disincentives to production and trade in certain commodities
rather than to provide a necessary incentive.

Attitudes of Parmers to Diversification

6.13. A wide range of attitudes to crop diversification
exist within the commercial farming sector of all three
countries. There appears a progressive move away from
conservatism but with a remaining tendency to consider
‘safe’ i.e. better known crops. In Zimbabwe and Zambia,
there is also an underlying distrust by commercial farmers
of any crop which involves a middleman - whether local or
external - and this poses a primary mental barrier for the
focal commodities which rely heavily on traders and dealers.

6.14. In Zambia there is a particularly strong aversion to
financial risk-taking amongst a large sector of the
commercial farming community. This is the consequence of
the technical bankruptcies of farmers who borrowed some
years ago and were then hit by very large interest rate
hikes. Many Zambian farmers will not now contemplate any
development which cannot be financed from their own
resources.

6.15. For tobacco farmers generally, any new crop must avoid
clashing in its management and labour needs with the tobacco
schedule. This poses a constraint on adoption of a number
of essential o©il crops which either have an extended season
or are almost continuously harvested throughout the year.

If tobacco farmers are to benefit from the opportunities
offered by such crops, they must accept that it would
involve setting up a separate, committed operation within
the farm with all the implications on labour, management and
equipment investment for high efficiency.

6.16. Labour availablity and costs are an important factor
in Zimbabwe. Consequently, preference is given by
commercial farmers to crops which can be mechanically
harvested and this poses a constraint on for example,
geranium and eucalyptus ocils. (The problem with the latter,
however, could be overcome if a lesser-known species, E.
polybrachtea, were found adaptable to Zimbabwean
conditions.)
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The Smallholder and Communal SBector

€.17. In all three countries, the potential of the
smallholder and communal farming sector is underutilized
from poor market awareness.

6.18. Receptiveness to new cash crops differs by country
and appears the worst in Zimbabwe.

6.19. In Malawi, general receptiveness to new crops is the
highest but this is undermined by the rural marketing
provisions. Until such time as all ethnic groups in Malawi
are allowed to trade in the countryside, the potential of
its smallholders will not be realized.

6.20. Extension services for smallholders and communal
farmers in all three countries are weak and this imposes a
constraint on any new crop which requires more than very
basic management.

Research and Development Facilities

6.21. Government R & D institutions in all three countries
have very limited resources and no significant knowledge of
the focal commodities.

6.22. In recent years, some academic institutions have
undertaken research on certain of the focal commodities but
appear to have limited market knowledge and this could
adversely influence the focus of their work.

6.23. An R & D capability exists within certain
organisations within the commercial sector; for example, the
Tobacco Association of Zimbabwe and the Agricultural
Research and Extension Trust (ARET) in Malawi. However,
none of these bodies appear to have knowledge or experience
of the majority of the focal crops and that which exists in
virtually confined to the pre-harvest area. The only
significant and truely commercially oriented R & D work in
recent years has been conducted independently by a small
number of commercial farmers and by the major buyers of
paprika.

Germplasm Availability
6.24. Germplasm is available in the region for the majority
of the crops proposed for development (see Table 10) but

much of this is unselected, providing an end-product of
mediocre marketable quality. Selection of superior
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cultivars from within the existing stock or introduction of
known superior material from elsewhere may prove necessary.
Certain crops will certainly need to be introduced and these
include: superior quality turmeric, seed of certain
eucalyptus species (particularly those suitable for forage
harvesting) and Piper hispidinervium for sassafras oil
production.

Utilization of the Region’s Financial. Technical and Human
Resource

6.25. In some of the northern countries, the efforts of
Government bodies is very much focussed on attracting
investors from overseas. A low awareness exists of the
potential and interest of South Africa’s agribusiness in
investment in its neighbours.

6.26. New developments also tend to be viewed within
Government institutions on a very narrow, national basis.
The benefits offered by envisaging production and trade
within a regional context have not been fully appreciated as
yet.

6.27. Similarly, there is a propensity to look overseas for
technical know-how and to ignore the existence of a
considerable resource within South African R & D and
commercial bodies which, moreover, are well attuned to the
particulars of production and processing problems and of
solutions in Africa. These attitudes all relate to the
isolation of South Africa until recently and a lack of
familiarity with that country.

68



Table 10:

Availability of Germplasa as a Constraint om Achieving Phase 1

Commodity

Gerwplasm already available
in region

Need to introduce germplasm
{source)

Ability to achieve Phase 1
target by year 2000

Comments

Por overseas Export:

West Indian lime oil Yes In part Long gestation time to full
bearing (S years)
Sassafras oil No Yes (Brazil) Yes Rapid wmultiplication from seed
Vetiver oil Yes Yes Material available from
erosion control programmes
Medicinal eucalyptus oil Not for multiplication Yens (Australia) Yes Seed readily available.
Should include E.polybrachtea
trials (b).
Geranium oil Yes, but not best Preferable (Reunion) Yes
Annatto Yei 7 In part Shortish gestation time but
selection of elite material is
preferable
For Inpori Substitution:
Guar Yes Yes
Castor Yes Yes
Turmeric Yes but poor quality Imperative (Asia) In part Slow bulking torr rhizowmes
Ginger Yen Yen
Coriander Yen Yeas
Cumin ? Yes (Asia) Yes
other spice seeds Limited range Yes Yes
Herbs Limited range Some Yes
Lemongrass Yes }Preferable to obtain Yes
Citronella Yes Jadditional cvs Yes B
Buc. Citriodora Mot for multiplication Yes (Australia) Yes Seed readily available
Key: (a) assumes a concerted development effort from 1996

(b) E. polybrachtea trials recommended since this species can be forage harvested.
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INVESTMENT AND TRADE PROSBPECTS

By Multinational Campanies

7.1. A thorough canvassing of attitudes of multinational
companies to investment in the northern countries was not
possible owing to the brief duration of the field study.
However, the views obtained and reported below are probably
broadly representative of multi-national companies with
interests in employing -the focal commodities in their
processed products.

7.2. The majority of multi-national companies have a
presence in each of the northern countries. The giants in
the edible vegetable o0il, soap and personal-care products
industries also have manufacturing operations in Malawi,
Zambia and Zimbabwe but others only have marketing branches.

7.3. Following the fall of the apartheid system, most of the
multinationals have relocated their major manufacturing
operations to South Africa since it has the best
infrastructure and communications for their aim of serving
the whole of Sub-Saharan Africa from a single base. This
trend is exemplified by one major flavour and fragrance
company which during the period of ‘Fortress South Africa’
established a manufacturing operation in Zimbabwe, both to
serve the markets in the northern countries and in the hope
of drawing on locally produced spices as raw materials.
Volume production of a sufficiently wide range of spices in
Zimbabwe did not develop and this company recently closed
its factory there and relocated to Johannesburg.

7.4 Interest exists amongst multinationals in sourcing raw
or processed materials from the northern countries, subject
to the normal qualifications of quality and price
competitiveness against their current major (overseas)
suppliers. Indeed, one of the giant vegetable oil and soap
manufacturers has a policy of import substitution where
possible and has positively attempted, as yet
unsuccessfully, to stimulate production of oilseeds in
Malawi for its Blantyre factory. However, the general mood
appears to be that of great caution over investment in
agricultural production. Moreover, any future investment in
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processing factories will be dependent upon the particular
country establishing a track-record as a major producer of
materials of special in-house interest and when there would
be a clear competitive advantage of processing at source.

By South African Companiens

7.5 By contrast, South African owned companies are
displaying considerable interest in sourcing agricultural
products and investing in processing factories in the
northern countries. Within the focal commodities group,
examples already exist with paprika and citrus production in
Zimbabwe and investment in a toiletry products factory and a
naval stores venture (pending) in Malawi. Investment in
agricultural production itself is a likely future move.

7.6. As previously noted under the discussion on
constraints, the rapid dvelopment of cross-border trade and
investment is presently hindered by lack of knowledge by
South African agri-business of neighbouring countries.

TRANSFER OF MARKETING, MANAGEMENT AND TECHNOLOGY SKILLS

7.7. As a historical consequence of the long years of South
‘Africa’s isolation, the northern countries still tend to
look overseas for acquisition of skills. The very
substantial reservoir of relevant management, marketing and
technology skills available in South Africa remain untapped.

7.8. The inevitable process of direct involvement in the
northern countries by South African agri-business will lead
to a transfer of skills, if initially on a modest and
compartmentalised basis with individual ventures.

7.9. Considerable scope exists for a transfer of skills at
an institutional level under collaborative agreements - as
has been mooted by the Government of South Africa - and this
could involve formal vocational training and R & D in
agriculture and agro-industries. A range of candidate
institutions exist in South Africa and for the focal
commodities the Institute for Tropical and Sub-Tropical
Crops in Nelspruit is of direct relevance. (This
organisation also could supply germplasm of a range of the
focal commodities to the northern countries).
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8. DEVELOPMENT PATHWAYE
COMMODITY DEVELOPMENT STRATEGY

8.1 Table 9 (section 5, page 62) illustrates a dual-pronged
approach in phase 1 to development of the focal commodities
which would involve:

(a) ismediate initiation of production of a limited
range of commodities for the overseas export
market; and

(b) 4immediate development of a wider range of
commodities for the regional market.

8.2. Expansion of production of certain commodities within
groups (a) and (b) for the export market would be undertaken
in a second phase. This step would be dependant upon the
absence of major production constraints, the products
display price and quality competitiveness on the
international market and conditions on this market are
favourable for the entrance of new suppliers.

8.3. The regional market clearly offers the greater
potential by far in the medium-term in terms of volume and
value, plus an opportunity for major invovlement for
smallholders and communal farmers. Therefore, the regional
market should be assigned high priority.

8.4. For a number of commodities, there are advantages in
passing through an initial phase of production for the
regional market prior to venturing on to the international
market. These include:

(a) allowing a learning phase for the acquisition of
the technology and experience necessary to produce
highly price-and quality-competitive materials;

(b) establishing a volume production base which will
create confidence amongst overseas buyers on the
ability for continuous supply of products; and

(c) provision of a ‘buffer’ or ‘safety-net’ regional
market in which a large product offtake is
reasonably assured before confronting the vagaries
of world supply and price fluctuations on the
international market.
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8.5. Within this strategy, South Africa is foreseen not only
as the major market but also as the location for much of the
downstream-processing of commodities, either for resale on
the regional market or for overseas export. Economics-of-
scale constraints on secondary and tertiary-level processing
will apply to the northern countries for at least the
medium-term with a number of commodities.

PRINCIPAL NEEDS TO ACEIEVE DEVELOPMENT

8.6. Creation of market awareness within the region,
especially of the opportunities presented by the South
African market, is the priority and pre-requisite for
development.

8.7. Becondly, the concept and benefits of pursuing - where
possible - a concerted regional development programme must
be disseminated and be widely accepted. New ventures
conceived within a narrow, purely national vision will not
optimise the national or regional potential and, through
lack of awareness of parallel developments in the
region,there is a risk of overproduction from which all
would suffer.

8.8. For commodities which have a clear potential for
several countries but constraints exist from lack of
technical knowledge or germplasm, it would be more cost-
effective to collaborate on development. This could be
achieved by networked, mutually supportive R & D and
germplasm bulking centres, training facilities, information
(technical and market) data-bases and enquiry clearing-
houses.

8.9. Any significant remaining barriers for trade in the
focal commodities between the northern countries and South
Arica must be identified and addressed within future BACU
negotiations.

8.10. The focal commmodities should be included within the
list of candidates open to consideration by loaning
institutions. Project proposals should be assessed on an
individual merit basis rather than be automatically excluded
by the ‘minor crop’ connotation.

8.11. Individual governments must review their legislation,

remove any taxation disincentives which apply to
agricultural production and trading, and abolish any
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restrictions which curtail the establishment of an effective
rural marketing system.

S8PECIFIC PROPOSALS FOR THE INMEDIATE FUIURE

Development of Market Awareness and Knowladge
On the South African Market During 1996

8.12. A seminar should be held in early 1996 at a suitable
venue in the region on the South African market for the
focal commodities. This should involve participation of
prospective producers, traders and loaning institutions f£rom
the northern countries and interested representatives of
South African agri-business. This would provide a valuable
and cost-effective preliminary bridging mechanism to £ill
the present void in awareness, knowledge and direct personal
contact.

8.13. This preliminary seminar should be followed up by:

(a) Familiarisation visits by groups of interested
producers and traders from the northern countries
to interested sectors of the South African agro-
industry.

(b) Thorough surveys of the South African market for
some volumes products for which information is
presently inadequate (particularly guar, castor
and fragrance oils). Additionally, trade barriers
applied by South Africa to the wider range of the
focal commodities should be identified in
parallel.

(c) A trade directory should be compiled on South
African agri-business involved with the focal
commodities.

On the International Market During 1996
8.14. An overview of the international market for the focal
commodities should be presented as a brief component of the
seminar proposed in paragraph 8.12 above.
8.15. This should be followed up by:

(a) Overseas familiarisation visits by prospective

producers and traders from the region. The most
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cost-effective means would be by participation in
commodity specific trade ccnferences. For example
the seminar to be held in Israel in 1996 by the
International Federation of Essential Oil and '
Aroma Trades (IFEAT) would allow direct personal
contact with the major world buyers of essential
oils. The formal presentations from world
authorities at these meetings would also furnish
an overview of the scale and trends in the
international market.

(b) Libraries of publised information on the markets
for the focal commodities should be established in
selected, appropriate organisations in each
country of the region.

(c) Since publications on the market for most of the
focal commodities appear irregularly, there would
be value in commissioning international experts to
prepare for key commodities up-to-date profiles on
world supply and demand trends, trading
structures, quality requirements and a directory
of major internmational buyers. (Ideally, these
monographs would be techno-economic profiles which
include information on agronomy and processing.)

For 1997

8.16. Follow-up commodity group specific seminars in 1997
would be valuable. These would allow presentation of
information in greater depth to interested parties and a
venue for dissemination of new information which had been
gathered/published in 1996.

Technical Know-How Acquisition and Collaboration Potential
Preliminary Status, Needs and Potential Appraisal

8.17. The first market seminar suggested above (para 8.12)
for 1996 would be valuably enhanced by inclusion of
complementary sessions, attended by technical personnel from
the public and commercial sectors, which would establish the
present status and accessibility of technical knowledge,
germplasm availability and the potential for future
collaboration in the region. The output of this sub-seminar
would be a statement of present knowledge, human and
physical resources, development needs and proposals for
future collaboration on R & D and training. Two very
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important areas require examination on collaboration
potential:

(a) The contribution possible from South African
institutions; and

(b) the extent and form of possible collaboration
between R & D bodies and the commercial sector in
individual countries; for example, the commercial
sector could provide land and other resources for
trials or germplasm bulking operations undertaken
by R & D bodies.

Implementation

8.18. A follow-up meeting should be held within six months
at which elaborated and costed proposals are presented,
discussed and then refined for submission to prospective
funding sources (private sector, governments and donors)
with the view to implementation in early 1997.

8.19. These proposals should be very specific with respect
to prioritisation of commodities, targets and time-frames,
and identified institutions/locations to undertake specific
" tasks of trialing, training and information dissemination.

8.20. Bulking of germplasm for R & D trials and for issue to
commercial growers would be of a high priority. This work
may involve the need for introductions from outside the
region (with possible quarantine implications) and should
develop to include selection of elite cultivars.

8.21. Another early task would be the better definition of

suitable agro-climatic zones for each commodity by means of
correlating published data on crop requirements with local

knowledge.

8.22. Presentation of the status of the available
information base, arrangements for R & D, germplasm bulking
and training should be made at the commodity specific
seminars suggested for 1997 in paragraph 8.16.
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ITINERARY OF THE FIELD STUDIES

South Africa (Green and Willemse)

June 18

1.9

20

21

22

23

(Sun) :

(Mon) :

(Tue) :

(Wed) :

(Thu) :

(Frdi) :

Green arrives from UK.

Visit to Bush Boake Allen Ltd (Isando) and
evaluation of import/export statistics.

(a)

(b)

(a)

(b)

(c)

(a)

(b)

(a)

(b)

Visits to McCormick Glentham Ltd.
(Midrand), Mr A Parsons at Amka Products
Ltd (Pretoria), Quest International
(Johannesburg) .

Flight to Durban.

Meetings with Pinechem Ltd and
Robertsons Ltd in Durban.

Visit to Eucatrade in Pietmarisburg.
Flight to Johannesburg.

Visit to Colour-X (Brits).

Telephone sourcing of information from
Institute for Tropical and Sub-tropical
Crops, commercial growers and
processors.

Meeting with Agro-Trade International.

Further sourcing of information by
telephone.

Malawi (Green and Steele)

June 24

25

26

27

(sat) :

(Sun) :

(Mon) :

(Tue) :

Green arrives in Lilongwe from
Johannesburg.

Travel to Blantyre.

Visits to Admarc, Lever Bros., Group
Commodity Brokers.

Visits to Chamber of Commerce, Vipcor,
Transglobe Produce Exports, Nali Farms,
Bharat Trading Co., Royale Chemicals.
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28 (Wed):

(a) Travel from Blantyre to Lilongwe.

(b) Visits to Agricultural Research
Extension Trust, Cheetah Ltd, Press
Agriculture Ltd and Malawi Investment
Promotion Agency.

Zimbabwe (Green and Willemse)

29 (Thu):

30 (Fri)s

July 1 (Sat):

2 (Sun):

3 (Mon):

4 (Tue):

5 (Wed):

(a) Green arrives in Harare.

(b) Visits to World Bank Office, Zimtrade
and Dept of Research and Specialist
Services.

(a) Meetings with Zimbabwe Phosphate
Industries, German Advisory Service,
Plant 0il Producers' Association, Four
Seasons Foods, and Zimbabwe Tobacco
Association.

(b) Mr Willemse arrives in Harare.
Visit to Essen 0Oils Co. in Marondera

Visit to the Lions' Den Farmers' Syndicate
in Chinhoyi.

Meetings with Industrial Development
Corporation, Paprika Zimbabwe Ltd., Hy-Veld
Seed Co. and Four Seasons Foods.

Visits to Tagete oil producers (Zimbabwe
Aromatics) in Concession and to Mazoe

Citrus Ltd. Meeting with Nature Nurture in
Harare.

(a) Meetings with Lomag Exports,
Commonwealth Development Corporation,

and ZIMACE

(b) Flight to Lusaka.

Zambia (Green and Willemse)

6 (Thu):

Visits to Commonwealth Development
Corporation, Flora Consultancy Services,

Export Board of Zambia and retail products
outlets.
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7 (Fri): Meetings with Ubizane/Ubi-Gemcon Ltd.,
Bimzi Ltd., Zambia National Farmers Union,
Cheetah Ltd.

8 (Sat): Visit to Enviroflor oleoresin factory.
|
9 (Sun): Meeting with commercial farmers and the
Herbs, Spices and Essential Oils
Association.
10 (Mon): (a) Visits to Tobacco Association, ROP Ltd

and Central Statistical Office.

(b) Departure from Lusaka.
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APPENDIX 22

S8OUTH AFRICA: DETAILED COUNTRY REPORT
COUNTRY POPULATION PROFILE

Population: 41.2 million

32 million, black ethnic group,
predominantly low income (29% unemployment)

4.2 million, Asian/coloured ethnic group

5 million, European ethnic group

16% engaged in commercial agriculture (and
expected to decline)

SPICES AND HERBS SECTOR
Market Characteristics
Structure of the Industry

s The spice and herb industry in South Africa has two
sectors:-

sector: % share of
total market:

Retail market | dominated by
suppliers (grinders 50% domestically
packagers) owned
companies
Industrial market dominated by
suppliers (of dry spice multinational
mixes, oleoresin/spice 50% companies

oil flavour packages to
food processors)

2. The retail sector market leader is Robertsons of Durban
(77% market share), followed by Buffalo of Cape Town (12%
share), while the remainder of the formal market is almost
entirely catered for by five other brand names. There is
also a sizeable but unquantifiable informal retail market in
spices and herbs.
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3. The industrial sector contains some medium to small
scale, South African owned companies but it is dominated by
branches of the major multinational flavour houses, some of
which also engage in fragrance compounding (see also
paragraphs 43 - 44). Following the demise of apartheid, all
of these multinationals now employ their South African
branches to service the entire Sub-Saharan Africa regional
market. (For example, Bush Boake Allen has closed its former
factory in Bulawayo, Zimbabwe and has centralised its
operations in Johannesburg where logistics are superior for
region-wide activities). The US giant, McCormick entered the
scene in 1992 by acquisition of a South African company,
Glenthams. However, Firmenich appears to be the only
multinational which has established a joint-venture with a
local company (Guenther).

The Market's Size and Growth Trends

4. Precise quantification of the South African market for
spices, herbs and their extracts is hindered by the dearth of
detailed published statistics and by the fragmentation of the
industry (within which there is also little free exchange of
information).

5. Table 1 (page 83) provides a preliminary estimate of
spice and herb consumption in the South African market, based
on a limited number of interviews within the industry and from
inspection of trade statistics. For those spices which are
not produced domestically, the import figures are taken to
equate closely with South African consumption since re-exports
for most items appear less than 10 per cent of imports.

6. No detailed information is available on the scale of
consumption by the industrial sector of the oleoresins and
essential oils of spices and herbs. However, the relative
usage of individual extracts should be similar in the main to
that illustrated in the raw spice and herb consumption figures
of Table 1; the exceptions are probably those where there is
significant, additional usage by the soft drinks industry
(especially of ginger oil).

Vs The processed meat industry is the major consumer of
compounded flavours at present.

8. Table 2 (page 84) shows the value of the various sectors

of the South African market as estimated by the retail spice
house, Robertsons.
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S. Table 3 (page 84) presents the findings of a study
carried out in 1992 by a market research company for
selected clients on the growth prospects for spices, herbs
and processed foodstuffs incorporating these commodities or
their extracts.

10. Both analyses indicate a growth trend in consumption
and Table 3 reveals a move in food demand to processed food
products which incorporate spices, herbs and their extracts.

Special Features of the Market

11. Tastes in food flavours vary within the population
along ethnic lines. The European community has preferences
similar to those of the United Kingdom and the Netherlands
(with certain local idiosyncracies; see paragraph 14 below)
while the Asian community displays the expected preference
for curry and spiced preserves, etc. The majority, black
community by tradition has consumed rather bland cereal-
based foods but it is now progressively adopting a taste for
more flavoured products, if less broad-spectrum and "spicey"
in character than found with the other ethnic groups.

12. The future major market growth area is expected to 1lie
with the black community, led initially by urban dwellers
and via industrial (processed, convenience) foodstuffs in
the form of flavoured maize-based snackfoods and meat-
substitutes such as the spiced mango preserve, "achar".
Institutional food programmes are likely also to play an
important role in developing food tastes. However, the rate
of growth in consumption in the immediate future by the
black community is constrained by its low disposable income
and high level of unemployment.

13. This conclusion is based on an analysis of income-
elasticities for foodstuffs among the various ethnic groups
(see Table 4, page 86). The income-elasticity indicates the
percentage change in demand of a product that can be
expected, with an increase in the real income of people
(10%) . The higher the coefficient, the higher the expected
future growth in demand of this product. The figures
clearly show that the growth in the food market in terms of
size and spending will be in the lower income group of urban
and rural black households, which represents 76 per cent of
South Africa's population.
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Table 1: South Africa's Annual Consumption (Estimated) and Supply Sources for Spices, Herbs and
Their Extracts
(tonnes)
Total Sourcing Import sources (principal countries)
Item consumption Domestic Imports (value, Regional From overseas
US$ mill.) (a)
Pepper 1,400 Nil 1,400 (3.5) (b Nil {Sing, Maly, Indon, India)
Chillies >3,000 Major ) 500 (c) ) 140 (Malw, (China, Sing, India)
Paprika NA Main ) ) 2Zim, Zam)
Turmeric 1,000 Nil 1,000 (1.0) Minor Major (India)
Ginger 600 100 500 (0.4) Nil (India)
Cinnamon/cassia 400 Nil 400 (0.8) Nil (Sey, Sing, China)
Nutmeg/mace 200 Nil 200 (0.4) Nil (Sing, Indon)
Cloves 200 Nil 200 (0.3) Nil (Mad, Sing, Com)
Cardamom 50 Nil S0 (0.3) Nil (Guat, India, Sing)
Pimento/allspice 50 Nil 50 (0.2) Nil (Mexico, WE)
Vanilla <1 Nil <1 Nil (WE, Mad)
Coriander 2,000 1,000 1,500 (1.0) (c| Minor (Zim) Major (EE, India, Aust, Sing)
Anise 50 Nil 50 Nil (sing, WE, China)
Caraway 50 Nil 50 Nil (WE)
Cumin 700 Nil 50 (1.2) Nil (Iran, Sing)
Other spice seeds 500 Minor 500 (d) Nil (WE)
Herbs and garlic flakes 500 Minor 500 Nil (WE)
Onion flakes 4,600 Minor 4,600 (1.6) Nil (WE)
Paprika oleoresin NA Major (?) Minor (?) Minor (Spain)
Coriander oleoresin 6 (min.) Minor Major Nil (WE)
Others spice oleoresins NA Minor Major Nil ) (India, WE, NA)
Spice oils NA Minor Major Nil )
Herb oils NA Minor Major Minor L Major
Notes: (a) Import figures are estimated averages for 1992-1994
(b) White pepper is the most popular on the retail market while industrial users employ
black or white according to food product type.
(c) High annual fluctuation.
(d) Contains large proportion of fennel and celery seeds.
Key:
NA - data not available EE - Eastern Europe Mad - Madagascar Sey ~ Seychelles
Aust - Australia Guat - Guatemala Maly - Malaysia Sing - Singapore
Com - Comores Indon - Indonesia Malw - Malawi WE - Western Europe
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Table 2: Estimated Value and Growth Trend for Spices, Herbs
and Compounded Flavours in 1995

Product type (USs value annual growth
million) trend (volume)

curry powders 26+ 1%
retail herbs, spices and their
blends {other than curry 42 5%
powder)
industrial sector products (dry
spice mixes, oleoresins and 26 growing
oils}
Source: Wallace, 1985 (ref 19)

*estimated as 3,700 tonnes

Table 3: Demand and Growth Prospects for Processed Foods
and Beverages Incorporating Spices, Herbs and Their
Extracts as Estimated in 1992

Product type 1995 Estimate Av. ¥ growth
Tons 1930-1995

Gravies 1,857 5
Flavour Enhancers 4,332 3
Soups 14,974 3
Pickles 3,200 static
Achar (spices mangoes) 29,727 8
Tomato sauce 26,081 4
Herbs and spices 29,585 4
Mustard 975 3
Curries 9,278 3
Savoury spreads 5,592 2
Prepared meals and
convenience foods 4,580 5
Snack foods:
- Potato chips 23,790 5
- Extruded products 19,566 7
Pruit juices 373 5
Carbonates soft drinks 2,421 7
Source: BMI Foodpack, 1992 (Confidential); ref. 9
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1l4. With regard to the existing pattern of spice usage in South
Africa, consumption for the majority of items appears to equate to
1-2 per cent of the international traded volumes. However, the
levels for coriander and turmeric at around 5 per cent of world
trade are unusually high and noteworthy by comparison with most
Western markets. The per capita consumption of these two spices in
South Africa appears equal to, if not greater than that of the
United States in spite of the great differences in GNP and food
sector developments. This can be explained in part by the influence
of Indian cuisine (curry, achar etc.) but in the case of coriander
there is also a peculiar penchant for high incorporation in certain
meat products, especially boerewors sausages.

15. There is also a clear division in the market with respect to
product quality. The top-end of the market appears as demanding on
quality (flavour characteristics plus macro- and micro-cleanliness)
as developed countries whereas the lower-end of the retail market is
characterised by price overriding quality.

Sourcing of Materials

16. Major scale domestic production is limited to paprika (and its
oleoresin), chillies and coriander (see paragraphs 21-25). The
market is dependent upon imports from overseas to meet the bulk of
its needs for other spices and for herbs. Moreover, substantial
imports of coriander and chillies (over 1,000 tonnes in some years)
are required in drought years to supplement the domestic crop.

17. The method of importing dried spices and herbs differs from
company to company. All of the retail grinding and packaging
companies import direct from source (or an entrepot). Some of the
multinational flavour companies also import direct from source (and
also buy in to a lesser extent from retail spice houses -
Robertsons, Buffalo, etc.) while others are supplied via their
overseas parent.

18. Sourcing from neighbouring countries (Zimbabwe, Zambia, Malawi
and Swaziland) for spices and herbs has been minor in scale (see
Table 1) and has mainly involved coriander, paprika and Birdseye
chillies; the bulk of the last two being destined for re-export.
While several South African companies have attempted to source
within the region, their experiences to date have been
disappointing. Most materials offered were reported as available in
only limited quantities and the quality has been either poor or
mediocre. Additionally exporters in neighbouring countries have
been found unreliable in honouring contracts and delivery times.
These factors rather than prices have constrained trade development
with neighbours to date.
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Table 4: Income-elasticities by Ethnic Group in Relation to
Consumption of Foodstuffs and Some Consumer Products

Item Population group
Whites Asians City Rural
Blacks Blacks
Grain products 0,28 0,35 0,45 0,27
Meat products* 0,32 0,89 0,90 1,34
Fish products 0,54 0,67 1,11 1,51
Fats and oils 0,14 0,33 0,69 0,40
Milk products and eggs 0,32 0,67 0,74 0,65
Vegetable products ‘ 0,26 0,54 0,65 0,67
Fruit products 0,69 1,20 1,30 1,04
Sugar products 0,22 0,45 0,53 0,29
Bottled drinks* 0,91 1,35 1,31 1,12
0,44 0,68 0,90 0,79

- Dried potato chips* 0,78 1,25 1,46 0,46
- Pepper* - 1,35 0,74 0,48
- Curry powder* - 0,18 0,57 0,63
- Spices and herbs* - 0,76 1,61 0,91
- Mustard* - 1,08 0,28 0,12
- Achar / pickles* - 1,20 1,37 0,79
- Soups* 0,44 1,45 0,94 0,92
- Meat extracts* - 0,98 0,62 0,19
Personal Care products:# 0,61 0,80 0,90 0,81
Dry cleaning and 1,54 1,69 1,65 2,77
laundry#

Source: Bureau of Market Research, (1990, ref 10)

¥ Indicates users of spices and herbs or their extracts

# Indicates users of (fragrance) essential oils
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19. Some of the multinational flavour companies in South Africa
carry out distillation of spice oills for their in-house needs but
bulk requirements are met by imports. None of these companies
appear to produce spice oleoresins - although some do possess
processing facilities - and rely upon imports from overseas, ordered
either direct from source or via their overseas parent. The source
of the main range of spice oleoresins is India which offers keenly
priced, good quality material. The main role of the multinational
flavour houses in South Africa, therefore, is to compound flavour
packages to the specific requirements of their clients.

20. Import tariffs for spices and herbs prior to 1994 were not
uniform. Certain spices produced within South Africa were protected
by import controls and imports were possible only after receiving
written permission from growers associations and the Control Board.
Controls have now been abolished and for imports from overseas the
tariffs are expected to be set between 15 and 30 per cent during
1995. Tariffs for SADAC countries are planned to be abolished or
set at a minimum level (see paragraphs 119 and 131 below).

Domestic Production
Bulk Items

21. Large volume production in South Africa is limited to three
items:

Est. av. annual Principal Produced by
production (tonnes) market
outlet
paprika 10,000 export )
) commercial
dried chillies 3,000 ) domestic|) farmers
) market )
coriander seed 1,000 )

22. Annual production volumes for each of these spices is subject
to high fluctuation since it is strongly influenced by drought and
water availability constraints.

23. Paprika production in South Africa commenced in earnest around
1980 with the aim of supplying the Spanish market. Considerable
difficulties were encountered in the early phase of this development
in meeting buyers' quality requirements but now these have been
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largely overcome and South Africa has achieved the status of a major
individual supplier to Spain of unmilled, dried paprika pods. While
crop yields in South Africa are lower (averaging 2.3 tonnes/ha and
reaching 3 tonnes under irrigation) than in California and Zitbabwe,
paprika is popular with commercial farmers and provides competitive
returns with tobacco. Major domestic paprika buyers contract
farmers, issue selected seeds and provide extension support.
Cultivation was centred originally on the Rustenburg/Brits area,
close to Johannesburg but owing to local soil salination and
temperature problems its importance has declined in relation to
Natal and the Cape. Crop levels have suffered considerably from
drought /water shortages in recent years and in 1995 output is
predicted as half the former average. (Further information on the
South African paprika industry is provided in the case study on the
region-wide development of this spice in Appendix 9 and factors
which may influence its future are discussed below in paragraphs 111
and 123).

24. The dried chillies grown in South Africa are mainly the long
fruited, mildly pungent types and production is entirely in the
hands of commercial farmers; neither this crop nor paprika has
achieved any great success with smallholders who focus instead on
kitchen-garden scale cultivation of fresh chillies, mainly for the
informal market. The figure of an annual production of 3,000 tonnes
for dried chillies is very tentative.

25. Coriander seed is also a commercial farmer crop but annual
production levels are highly variable since returns are generally
much less attractive than wheat on irrigable land.

Minor Spices and Herbs

26. Ginger production was formerly adequate for the requirements of
the domestic market. However, there has been a major decline in
output owing to the unrealistic price expectations of commercial
farmers. Production is focused now on fresh ginger for the domestic
and export markets and only some 100 tonnes of dried ginger is
available annually, mainly from the Hazey View area.

27. Dried onion is the largest item consumed by the domestic
flavour industry (see Table 1) but production is relatively minor
for reasons similar to those given above for ginger.

28. Dried herbs, spanning the common range, are produced in small

quantities by smallholders. Returns from these crops have proved
unattractive to commercial farmers.
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Initiatives with other spices

29. Research and production trials have been undertaken by
government bodies, the parastatal tea company (SAPEKO) and the major
spice grinder on a range of spices. These ventures have included
the more humid-tropical types (pepper, etc.) in North Natal with
community or smallholder groups. While cultivation has appeared
feasible for many of the spices, no success has been achieved in
developing production. 1In the cases involving smallholder/community
ventures, particular problems have been encountered in stimulating a
change of attitude from market garden production to commercial
agriculture with its demands for good management and quality
control.

Further Processed Products

30. Paprika powder is produced for export by only one company,
Agro-Trade International, which was instrumental in stimulating crop
production in South Africa and has strong commercial links with the
Spanish and Chilean paprika industries. Its focus is on niche
marketing of high flavour quality paprika powder - comparable to the
best Spanish and Hungarian products - in Northern Europe and it has
developed selected cultivars for this purpose. It sources its raw
material from its own farm and by contracting other farmers who are
issued with seed and extension support on the understanding that
they will sell back their entire crop. As a result of the chronic
shortage of water for agriculture in South Africa, this company
contracts farmers in Zimbabwe via a local company and is seeking
others in Malawi and Zambia.

31. Paprika olecoresin production capacity exists in three purpose-
designed factories. However, only one of these is operating on a
significant scale: Colour-X at Brits, a subsidiary of the SAPECO
Group which is in turn owned by the parastatal, the Industrial
Development Corporation. Its existing annual production capacity is
45 tonnes of paprika oleoresin and this will be increased to €0
tonnes by the end of 1995. Until recently Colour-X has experienced
problems of both quality (colour strength) and supplies of its raw
material; the latter has been addressed by establishing production
(approx. 30 per cent of the factory's requirement) on SAPECO estates
and contracting farmers for the remainder in a system which involves
issue of selected seed and extension support. Raw material has been
purchased also from Zimbabwe but quality problems have encountered
with many consignments. Exports of the paprika oleoresin was made
initially to Spain via intermediaries but this is now done direct.
The Colour-X plant also extracts the anti-cancer drug from Vincia
rosea and is considering the production of spice oleoresins and
marigold extract..
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32. Domestically grown material is incorporated by the retail and
industrial sectors of the industry in the production of ground
spices and their blends (curry powder, etc). Chilli powder
production is based on use of the local Rustenburg type material but
its pungency is standardized by blending with Birdseye chillies from
Malawi and Zimbabwe.

Exporte
Spices

33. South Africa exports the full range of retail packs of whole
and ground spices and herbs, plus curry powder to neighbouring
countries. Robertsons are the leader in this trade.

34. More recently, export of chilli powder has commenced to Mexico,
a world major producer and consumer of chilli products.

35. Export of ground paprika powder for the European market is
presently undertaken by one company, Agro-trade International, and
as noted earlier this is aimed at a niche market for premium flavour
material.

36. Trade in all the retail items described above is dwarfed,
however, by that of unmilled paprika pods which has averaged 10,000
tonnes annually. Over 95 per cent of exports are destined for Spain
where the material is employed for paprika oleoresin extraction and
for blending with other origins in ground paprika manufacture. More
recently, a trade has developed with Japan where paprika is being
incorporated as a colouring agent into poultry feeds as an
alternative to marigold meal.

South Africa's spice exports:
estimated annual averages

(tonnes) Major market

Unmilled, paprika pods 10,000 Spain
retail packs of spices

Herbs, spices and their |not available | regional sales
blends ;

Fresh ginger not available | various, overseas
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Further-processed Products

37. Paprika oleoresin exports have fluctuated and possibly have not
exceed 50 tonnes in any one year. The principal buyer has been
Spain.

38. Sales are made to many countries in the Sub-sahalian region of
Africa of spiced sauces and preserves by South Africa's lead brand-
names. Additionally, there is a developing regional trade in
compounded industrial flavours, manufactured by multi-nationals
based in South Africa. No reliable data is presently available on
the export trade for these items.

ESSENTIAL OILS
Ihe Domestic Market
Uses and Scale of Demand

39. South Africa is a substantial consumer of natural essential
oils, which find application in the flavours, fragrances, 'personal-
care' (soaps, toothpastes, cosmetics, etc) and pharmaceutical
industries. However, there appears to be little consumption of
'industrial oils' for conversion by chemical means to derivatives.

A very small demand exists in the new, fashionable 'aromatherapy'
market but this is not considered further in this report.

40. Precise quantification of the demand for individual natural
essential oils and for the group as a whole is impossible since the
vast bulk of the market's requirements are imported and the
published statistics fail to provide an adequate breakdown between
the natural oils, synthetic fragrance and flavour materials and
their compounded blends(see Table 5).

41. A very tentative estimate of consumption for some natural
essential oils is given in Table 6. The figures shown are based on
interpretation of published statistics and a limited number of
interviews with representatives of the South African flavour and
fragrance industries. (Additional comments on individual oils is
provided in paragraphs 52-59 below).

42. Table 3 supports the consensus view of the industry that
flavour applications are presently much greater than in fragrances;
the latter sector also utilizes very substantial quantities of
synthetic materials as elsewhere in the world. However, the rate of
future growth is expected to be greatest in the fragrance sector -
in contrast to general world trends - owing to the perceived
potential for sales within the majority black communities both in

21



Table 5: South Africa's Import and Exports Statistics for Essential 0ils and Related Materials in 1993

(value: fob, Rand million)

Item (Code) Imports Exports
tonnes value principal sources value principal destinations Notes
Identifiable Flavour oils
'Peppermint* 35 3.7 US, WE, Braz., Thai, HK 0.01 Zim, (a)
Other mints 12 1.7 US, WE, China
Orange 23 0.26 WE, Braz., Zim. 0.18 WE, Zim. }
Lemon 29 1.3 WE, US, Israel 1.2 WE, US, Malw., Zim. }  (b)
Lime S 0.27 WE, Jam., Zim. 0.16 WE, US
Bergamot 0.1 0.03 WE 0.01 Zim.
Identifiable Fragrance oils
Geranium 0.2 0.07 WE
Jasmine 0.01 0.05 WE 0.004 HK, Zim.
Lavender/lavendin 1.8 0.13 WE 0.002 Zim.
Vetiver 0.06 0.01 WE
‘Other’
(33011900) 9.7 0.37 | WE, 2zim. )
(33012900) 173.7 5.9 US, WE %7 WE, US )
Resinoids (3301900) 5.9 0.59 US, WE }
Aqueocus distillates and } (@)
solutions (3301000) 4.1 0.03 WE, US }
(3301909) 6.7 0.58 WE, US 0.47 WE }
Mixtures of odiferous materials
in alcohol (33021010) 14.9 0.64 WE )
(33021090) 797.8 45.3 WE, US 3.4 Malw., Zim. )
in alcohol (33029010) 0.1 0.05 US, WE ]} td)
Perfumery bases (33029020) 7.6 1.7 WE 0.002 UK }
Other used in perfumery
(33029080) 654 .4 51.0 WE, US 0.48 2am., 2im., Malw., Moz.,
(33029090) 1,264.4 66.5 WE, US 0.9 Zim., Malw.

Key:

(a) Principally true peppermint (M. piperita) but includes some dementholised M. arvensis oil.

(b) Exports principally of natural orange and lemon oils while imports of processed (terpeneless) oils?
(c) Mixed category of naturals, plus possible inclusion of some synthetics.

(d) Mixtures of synthetics and naturals.

Braz. - Brazil, Thai. - Thailand, HK - Hongkong, WE - Western Europe, Jam. - Jamaica, Zam. - Zambia, Malw. - Malawi,
Zim.- Zimbabwe, Moz. - Mozambique
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Table 6:

Provisional Estimates of South Africa's Consumption, Domestic
Production and Exports of some Essential 0Oils

Vs very small

WE Western Europe

Aust. Australia

93

(tonnes)
Domestic Domestic Exports of
market production domestically
consumption produced
oils (main
markets)
Fragrance oils
citronella 150 (min) nil nil
lemongrass 40 nil nil
geranium 1 (min) nil nil
lavender 2 (min) vs nil
vetiver 1 nil nil
rose NA/S nil nil
jasmine (concrete) <1l nil nil
tagete nil 2 2 (WE)
Flavour oils
orange 30 (min¥) NA/L NA/L (WE)
lemon 30 (min*) NA/L NA/L (WE, US)
lime 10 (min¥*) nil nil
grapefruit, tangerine NA NA/S NA/S
peppermint:
- true, M. piperita 80 (min) vs nil
- ex. M. arvensis 40 nil nil
spearmint 40 (min) vs nil
menthol NA/S nil nil
medicinal eucalyptus 20 pre 94:180 | 160
85: 70 50 (WE, Aust.)
spice oils NA/S vs nil
herb oils NA/S Vs nil
buchu nil NA (<10) NA (<10)
Industrial oils
Eucalyptus dives nil 180 180 (WE, Aust.)
Key: NA data not available * terpeneless citrus oils
NA/L unknown but large
NA/S unknown but significant




South Africa and Sub-sahalian Africa as a whole; the
multinationals fragrance companies are now using their South
African branches to service the region. The present value
of the South African cosmetics and toiletries industry is
estimated as greater than Rand 2 billion annually.

Structure of the Consumer Industries

43. The industries consuming essential oils fall into the
following broad categories:

soaps, detergents composed of multi-nationals (Lever
Bros, Colgate - Palmolive, etc)
and South-African owned companies

other toiletries, multi nationals important but
personal care products, | largest market share by South
toothpaste, etc African owned companies

soft drinks dominated by multinationals (Coke,

Pepsi and for cordials, by Cadbury
Schweppes) but also a number of
domestic companies

industrial food dominated by multinationals
flavours

tobacco Jmix of domestically-owned and
pharmaceuticals Jmultinational companies

44. In the soap and detergent industry, the South Africa-
based multinationals manufacture mainly for the domestic
market since they have processing facilities in many
neighbouring countries.

45. The Asian community has captured a large share of the
domestic soap, fragrance and toiletries market. This is a
consequence of the former apartheid system which restricted
the Asian community to catering for the black community,
which is the majority consumer group.

Sourcing of Essential Oils
46. With the notable exceptions of citrus and eucalyptus

oils (see paragraphs 60-61 below), South African production
of essential oils is small in scale and the range is
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limited. The bulk requirements of the industry are met,
therefore by imports from overseas.

47. Only a few of the multinational companies undertake
compounding of fragrances within South Africa; the majority
- including the soap manufacturers - depend upon supply of
fully compounded ingredient packages from their overseas
HO's.

48. The market leaders in the soft drinks industry, Coca
Cola and Pepsi Cola, import their 'heart flavour' which is
then topped-up with other locally available ingredients.

49. The tobacco industry probably sources pre-compounded
flavours (a mixture of essential oils and other materials)
from multinational flavour houses or their overseas
affiliates.

50. Domestically owned fragrance and flavour companies
import essential oils but also make extensive use of pre-
compounded packages (incorporating various proportions of
synthetics) from multi-nationals.

51. The pharmaceutical industry can source pharmocopoeia
grade medicinal eucalyptus oil and a limited number of other
oils from domestic producers. The remainder of its
requirement (mainly flavour oils) is sourced directly or
indirectly from overseas.

Consumption of Individual Fragrance 0Oils

§52. Citronella oil is the largest item imported, although
this is not apparent from the import statistics. It is
mainly consumed by the socap and toiletries industry. The
leading soap manufacturer amongst the multinational
companies consumes 70 tonnes annually of a compound
fragrance, containing 90 per cent citronella oil, which is
supplied by its parent in the UK. One industry source
estimated that 70 tonnes of citronella oil is used annually
by the South African-owned soap and toiletry companies.
These figures suggest that total South African consumption
of citronella oil is at least 150 tonnes annually and may
possibly approach 200 tonnes. This represents approximately
10 per cent of recorded international trade in this oil.

The remarkable demand level in relation to the size of South
Africa's population arises from its use as a fragrance in
inexpensive laundry soaps which are employed for all
purposes by the majority black community. Any further
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growth in consumption of laundry soaps will impact also on
citronella oil.

53. Lemongrass oil is employed in detergents and a range of
other inexpensive fragranced industrial products. Again
import statistics fail to distinguish this oil but current
South African consumption is estimated at 40 tonnes annually
with signs of a growth trend.

54. BAmongst the other fragrance oils consumed by the soap
and toiletries sector, rose and lavender are significant if
on a much lower scale. Very small quantities of lavender
are produced in South Africa and total current consumption
is probably no greater than 2 tonnes annually if the import
statistics in Table 5 are accurate. It is not presently
possible to hazard an estimate of consumption of rose oil
and rose water by the fragrance sector. There may be also a
small usage of rose oil by the flavour sector (eg in fruit
products and tobacco).

55. Import figures for geranium and vetiver oils (less than
1l tonne each) probably understate actual usage by the
perfumery sector. It is likely that these two oils are
present as components of imported, precompounded

- formulations.

Consumption of Individual Flavour Oils

56. Citrus oils are undoubtedly the most important in terms
of volume in the flavour category. Precise figures for
consumption cannot be estimated at present from available
statistics. There is a very substantial production of
orange and lemon oils in South Africa but a large
proportion, if not the bulk, is exported in the raw form and
then large volumes of processed 'terpeneless oils' are
imported for incorporation into soft drinks, etc.
Additionally, imports will be made of citrus oils,
especially lime, in formulations for soft drinks and these
are not distinguishable in published statistics.

57. Mint oils and menthol are almost certainly the next
largest items consumed. The mint oils have a role in a
range of flavour applications, including the substantial
toothpaste and mouthwash market while menthol has a wide
usage in confectionery and medicinal products (menthol-
eucalyptus lozenges, etc) and in tobacco. The import
statistics fail to identify menthol and the figures shown in
Table 5 for 'peppermint' (35 tonnes) and 'other mint oils'
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(12 tonnes) understate actual consumption; one major
domestically owned company alone uses over 40 tonnes of true
peppermint (Mentha piperita) and over 20 tonnes of spearmint
(M. spicata). Many of the multinational companies can be
expected to import pre-compounded formulations,
incorporating mint oils and menthol, for their in-house
needs and these appear under an undifferentiated group in
the import statistics.

58. 8pice o0il consumption is of a significant volume in the
flavour industry but this is not apparent from the trade
statistics. Interviews indicated that the most important
individual items in this group are ginger oil (for ginger
ale and similar beverages) and coriander oil (for the meat
industry); both items are possibly produced on a small-scale
by some flavour companies for in-house use.

59. Medicinal eucalyptus oil (cineole type) consumption in
South Africa is estimated as 20 tonnes per annum. This oil
is produced and rectified to pharmacopaea standard
domestically. (See also para 61 below and Appendix 7).

Domestic Production of Esgential Oils
Current Production

60. Citrus oils comprise the largest single group of
essential oils produced by South Africa and they are co-
products of the juice industry. The major products are
cold-pressed orange and lemon oils but the range includes
grapefruit and tangerine but excludes cold-pressed or
distilled lime o0il. No reliable figures could be obtained
during the study on production volumes. A proportion of the
output is further-processed (deterpenated) by Clive Tuebes
Pty Limited in Johannesburg for the domestic market but the
bulk is exported in the crude form. Imports are made
processed, terpeneless orange and lemon oils (see Table 5)
and these are likely to be substantially smaller than the
crude oil exports.

61. EBucalyptus oils are second in importance in terms of
domestic production volume and are significant in global
trade (see Coppen and Hone, 1992; ref. 55). Two types of
oil are produced: the 'industrial type' (piperitone/
phellandrene composition from E. dives) and the 'medicinal
type' (cineocle rich composition from E. smithii). The major
area of production is in East Transvaal, adjacent to the
border with Swaziland. Eight farmer-distillers comprise the
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industry and one of these operates in Swaziland but markets
through South Africa (see Appendix 6A). South Africa now
accounts for over 90 per cent of world supplies of E. dives
0il with annual production and exports ranging around 180
tonnes; all exports are of crude oil and Australia and
France are the principal markets. 1In the early 1990s,
production of medicinal oil also was around 180 tonnes
annually, of which domestic consumption was around 20
tonnes. The bulk was exported, over 60 per cent in the
unrectified form, and the total volume corresponded to about
10 per cent of global trade in medicinal eucalyptus oil.
Rectification of crude oil to pharmacopaea grade is
undertaken for the domestic and international market by
Clive Tuebes Pty Limited in Johannesburg. The main buyers
for medicinal oil have been Spain, Australia and France.
Over 1992-1994, producers experienced the effects of low
pricing of medicinal oil by the world's major exporter,
China along with an increased demand for the timber on the
South African market. As a result, half of the distilleries
have been mothballed and tree management regimes have
changed from an annual coppice for leaf to a longer-term
rotation, primarily for timber. The 1994 output of
medicinal oil is estimated as 70 tonnes or less. (Further
information on eucalyptus oil is provided within a regional
case study in Appendix 7).

62. Buchu o0il (from the leaf of Barosma betulina) is a
product unique to South Africa which is employed in
perfumery and flavours. Production is undertaken by four
commercial farmers in Cape Province. The current annual
output and exports could not be ascertained during the field
study but is probably less than 10 tonnes.

63. Tagete oil production is export oriented and the
estimated 2 tonnes annual output is mainly destined for the
French perfumery industry. Half of the production was
reported to arise from one farmer-distiller in the Orange
Free State and the remainder from four others, some of whom
are buchu producers while another is based near East London.
The Orange Free State producer reported that tagete had
proved quite profitable in his arid area and that he
contracts neighbouring commercial farmers for
supplementation of his raw material requirement.

€4. Other oils are produced in small volumes by the tagete

and buchu distillers but no reliable information could be
secured on output and markets, other than that the range
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included Lanyana (Artemisia), clary sage, camomile, iris,
lavender and mint.

Oils Produced in Former Years

65. A wider range of oils were produced on a small-scale in
earlier years by units of the Industrial Development
Corporation and by the Roulan company in Rustenburg.
Roulan's operation was run as an adjunct to its main
medicinal plant activity and its output included the oils of
citronella, lemongrass, eucalyptus, tagete, rose coriander
and the solvent extracts (concretes) of cassie and jasmin.
Production at this company was reported to have ceased.

Exports

66. The only significant export oils are those of citrus,
eucalyptus, buchu and tagete. Estimated export volumes
against production are listed in Table 6.

67. However, there is an additional hidden trade, conducted
by multi-national companies, both in ready-to-use fragrance
compounds and in consumer products which incorporate natural
essential oils. Exports of compounded fragrances to
countries within the Sub-sahalian region is expected to grow
steadily, largely at the expense of Western European based
fragrance companies in the short-term but also as a
consequence of increased regional demand in the longer term.

NAVAL STORES (PINE ROSIN AND TURPENTINE)

Market Demand
Rosin and Rosin Derivatives

68. Rosin consumption by South Africa is currently
estimated as 5,000 tonnes per annum (valued at approximately
US$3.5 million), of which gum rosin comprises 3,000 tonnes
and tall oil rosin (TOR) accounts for the remainder. The
major applications for the rosin lie in paper sizing and in
the manufacture of adhesives (see Table 7, page 102).

69. The demand for rosin derivatives is in excess of 6,000
tonnes per annum.

70. Demand for rosin and its derivatives is expected to
grow at about 10 per cent annually in the short-term.
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Turpentine

71. The turpentine market is currently weak at less than
100 tonnes per annum but a planned pine oil processing
facility will consume over 800 tonnes annually from 1996.

72. In solvent applications, turpentine competes
unsuccessfully with mineral turpentine/white spirit, both on
a quality and price basis. The size of the market held by
white Bpirit could not be determined.

Pine 01l

73. The size of the domestic market for the turpentine

derivative, pine oil is estimated as 650 tonnes annually.
This product is employed in disinfectants and industrial
cleansing materials. Usage is expected to grow steadily.

Sourcing of Materials

74. The demand for rosin is now largely met by domestic
production. Imports have recently amounted to 1,000-2,000
tonnes annually, of which Zimbabwe regularly supplied
several hundred tonnes of gum rosin up to 1994. The
remaining imports were sourced worldwide and were comprised
almost exclusively of gum rosin.

75. Domestic rosin derivative production is presently
adequate to demand for rosin size and dip rosin. Other
derivatives are imported to supplement for shortfalls in
current domestic production.

76. Domestic gum turpentine supplies the current small
requirement while the pine oil market is presently totally
dependent upon imports.

Production of Naval Stores

TOR and Sulphate Turpentine

77. Both products are recovered from factories which
manufacture paper by the chemical ('sulphate') pulping
process. Refining of crude TOR is undertaken by Industrial
Oleochemical Products Pty Limited in Durban. Current output
of TOR is 2,000 tonnes while that for sulphate turpentine is
600 tonnes; all of the former is consumed domestically while
the latter is exported.
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Gum Naval Stores

78. Production of gum naval stores is undertaken by one
company, Pinechem Limited which is based in Durban and has
links with the TOR processor. The operation commenced in
1985 and by 1991 the annual output had reached 1,500 tonnes
of gum rosin and 300 tonnes of gum turpentine from 2,000
tonnes of crude gum resin. Current production is 25 per
cent higher but well below the installed processing
capacity.

79. The gum resin is tapped by the company from pine
forests in the neighbourhood of Lake St Lucia in northern
Natal, mainly drawing on Pinus elliottii but using also P.
caribaea var. caribaea. The owners of the forest resource
are paid a royalty, calculated on the value of the processed
material.

80. The scale of the tapping operation has been smaller
than planned owing to the traditional aversion of foresters
to non-timber activities, particularly from within the major
owner of the resource - the national Forestry Department
(SAFCO). Tapping is permitted of trees intended for pulping
but not of those destined for saw-timber.

81. Pinechem are confident of expanding production in the
coming years by changing attitudes of foresters and from the
introduction of new, more productive tapping methods. A
move to planting of high yielding P. elliottii x P. caribaea
hybrids also would improve the situation. In theory, the
resource could provide 30,000-60,000 tonnes of crude gu
resin annually. '

82. Within a few years, it is expected that the increased
domestic production of gum naval stores will close the door
to overseas imports and also South Africa will make a
significant mark as an exporter. Successful exports have
already been made of South African gum rosin, which has
received a premium price for quality from buyers. The gum
turpentine, is exported also (as a source of alpha- and beta
pinene isclates for the chemical industries).

83. Pinechem have entered also into the production of rosin
derivatives for the domestic market and has plans to expand
this operation. Processing of turpentine to pine oil is
expected to commence in 1996.
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Table 7: South Africa's Estimated Consumption, Production Imports and Exports of Naval Stores
(tonnes)
Item Domestic Domestic | Exports | Imports (principal suppliers)
consumption | production
Rosin (total) 5,000 4,000 300 1,000
- gum 3,000 2,000 300 1,000 (China, Indon, 2Zim)
- TOR 2,000 2,000 0 neg. (US, WE, N2Z)
Rosin derivatives (total): 6,290 6,650 860 1,000
- esters 500 200 0 300
- resinates 1,500 1,200 0 300
- dip rosin 390 750 360 0
- rosin size 3,500 4,500 500 0
- other 400 0 0 400
Turpentine (total): 60 975 915 neg.
- gum 60 375 315 neg. (Zim., China)
- sulphate 0 600 600 neg. (WE, US, N2Z)
Pine oil 600 0 0 600
Source: Pinechem Limited
Key:
neg. negligible
Indon. Indonesia
NZ New Zealand
WE Western Europe
Zim. Zimbabwe
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84. The company wishes to promote regional production and
trading for naval stores and it is presently in negotiation
with Vipcor in Malawi on investment as a technical/marketing
partner in developing gum naval stores in the Viphya forést.
(See appendices 4A and 10 for further details). Also, it
believes that there is future scope to further process gum
naval stores from neighbouring countries in South Africa
prior to export.

Exporte

85. As noted above, South Africa has exported small volumes
of its gum rosin and rosin derivatives, plus most of its
turpentine production. The planned expansion of production
and further processing will lead to a growth in exports.

86. Export statistics show a small trade in turpentine and
pine o0il to neighbouring countries in the region; the latter
commodity is presently a re-export item.

WATER-SOLUBLE NATURAL GUMS

87. South Africa consumes a wide range of plant-derived,
water-soluble gums in its food and non-food industries.
" However, quantification of the scale of demand proved
impossible during the field study owing to time constraints
for meetings with consumer industries and from the failure
of import statistics to provide a detailed breakdown by
commodity. The following notes summarise the information
acquired on the market, mainly by indirect means.

Guar Gum

Market Demand

88. There is a very substantial demand for guar gum by the
South African mining industry and, probably, a lesser but
significant usage by the food industries. Total demand has
fluctuated according to the level of activity of the mineral
mining industry and it underwent a depression during the
late 1970s and early 1980s when sales of uranium ore
declined. Current consumption of guar gum is probably of
the order of many thousands of tonnes annually.

Sourcing
89. Processed and unprocessed (split seeds) material is

sourced via domestic production and imports. While the
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scale of trade is not identifiable from import statistics,
the Indian sub-continent historically has been the main
external supplier to South Africa.

90. Smaller, fluctuating volumes have been purchased from
Malawi (approximately 1,000-2,000 tonnes in seed equivalents
in 1994) and from Zimbabwe. It is understood that certain
trading/processing companies in Malawi, Zimbabwe and South
Africa are collaborating with the view to supplying the
region's entire requirement (see also Appendix 4A, para 63).

Domestic Production and Processing

91. Domestic processing of imported guar seed was initiated
in 1967 by the Stein Hall company, a subsidiary of the
multinational Celanese Corporation. This was followed up by
a R and D programme, financed by Stein Hall which was aimed
at stimulating domestic production. 1In 1985, Stein Hall was
acquired by Chemserve Limited which continued to actively
promote the crop, particularly with smallholders in the
Lowveld and as a component of mixed cropping systems.
Neither the current scale of production - nor the extent of
any involvement by commercial farmers could be established
during the field study.

92. Trohall Pty Limited in the Midrand was reported as one
of the companies currently engaged in gum processing.

Gum Arabic
Market Demand and Sourcing

93. South Africa has no indigenous Acacia species which are
capable of providing a marketable quality 'gum arabic'.
Demand is met, therefore, in its entirety by imports.

94. Import statistics for the period 1991-93 indicate an
annual demand for true gum arabic of the order of several
hundred tonnes per annum and valued at Rand 2 to 4 millions.
The main supply sources are listed as Western Europe and the
USA with only a small volume received direct from the major
world source, Sudan. This suggests that imports are mainly
of further-processed, high quality, food grade material.

95. Small quantities of low quality 'gum arabic', ex

Zimbabwean Acacia karroo have been imported into South
Africa in the past few years by the multinational, Bush
Boake Allen. This trade is an historical overhang from
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former activities in its now closed Bulawayo factory (see
Appendix 3A, para 87). The material has found an outlet
with South African lithographic companies and envelope
adhesive manufacturers.

Other Gums

96. Import statistics list agar gum (ex seaweed) and its
derivatives, plus locust bean gum and its derivatives. The
annual import value of locust bean products for 1991-93
ranged from Rand 3 to 9 millioms.

97. No information was obtained on the existence of
domestic production of agar or locust bean gums.

NATURAL COLOURANTS/DYESTUFFS

98. The subject area of natural colourants/dyestuffs could
be examined only at a superficial level during the field
study owing to time constraints. Moreover, interviews were
restricted to food industry application and import
statistics only separately identify 'annatto colouring
matter' and natural indigo; all other natural colourants
(potentially ranging from food additives through cosmetic
ingredients to textile/industrial dyestuffs) are combined in
the import statistics under an undifferentiated group. The
following notes summarise information gained in the field
study, other than for paprika oleoresin which was discussed
earlier (para 31).

Annatto
Market Demand

99. Usage of annatto and its extracts within the South
African food industry appears small and there is undoubtedly
a degree of competition on a price basis from synthetic
beta-carotene. Unilever is possibly the major individual
consumer and it employs the water-soluble, non-bixin
extract. Import statistics for 1989-93 reveal fluctuating
annual figures for 'annatto colouring matter' with a volume
in 1993 of just under 4 tonnes (valued at Rand 142
thousand) .

Sourcing
100. The main import source of 'annatto colouring matter' is

Ireland and, presumably, this is from Unilever's food
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colouring subsidiary based in that country. Small
quantities of seed have been imported irregularly from
neighbouring countries in the region.

101. Domestic production was reported but its significance
in relation to total demand could not be gauged.

Domestic Production and Processing

102. Industry sources reported that cultivation of annatto
seed is undertaken in the north Transvaal and that up to
three companies have been involved in processing operations.
The Roulan company in Rastenburg and Colour-X in Brits both
engaged in processing in the past but ceased operations
owing to low profitability.

103. One domestic company advertises its interest in
purchasing annatto seed in South African farming journals.
This suggests that current crop production it not great.

Marigold Meal

Market Demand

104. South Africa has a substantial poultry industry which
possibly incorporates marigold meal or its extract into
feed. However, no information was gained during the study
on demand and, moreover, it is likely that marigold
consumption will fall in future owing to the competition
being experienced by the poultry industry from imports of
low priced broilers.

Domestic Production and Exports

105. Exports have been made in the past both of marigold
meal and of the solvent extract but recent figures on
production are not available. The Roulan company was
reported to have formerly manufactured marigold extract and
the Colour-X company is considering future production
amongst other diversification options.

Indigo

106. Imports of natural indigo between 1989-93 fluctuated
widely and the maximum annual quantity is recorded as 200
kg.
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Cochineal-Carmine

107. A small consumption of cochineal-carmine may be
expected by the South African food and cosmetic industries
but import statistics fail to separately identify this
material.

108. The Opuntia cactus was introduced to South Africa for
cochineal production in the late nineteenth century but an
industry failed to develop. Instead, the cactus has
proliferated as a major weed in number of arid areas. 1In
recent years, Zimmerman et al (ref 74) have examined the
potential for cactus control by reintroduction of the
cochineal insect and has proposed that this be taken one
step further to produce the insect pigment.

CASTOR SEED AND OIL

109. Import statistics reveal an annual average import of

1,500 tonnes of castor oil (valued at some US$ 1 million)

over the period 1991-93 and a provisional figure of 1,800

tonnes for 199%4. Exports over the same period averaged 20
tonnes.

110. Although the FAO publication Commodity Review and
Outlook (1994) records a South African domestic production
of 5,000 tonnes of castor beans from 8,000 ha in recent
years, none of the industry sources contacted in the study
were aware of any production.

OVERVIEW OF AGRICULTURE AND ITS TRENDS IN SOUTH AFRICA
Resources

111. South Africa is a semi-arid country with scarce water
resources. The average annual rainfall in South Africa is
483 mm/year, which is equal to 60 per cent of the world
average. Rainfall is erratic, while vapouration is quite
high, due to high summer temperatures. A very large part of
the country is unsuitable for rainfed agriculture.

112. The total land area is equal to 122 million hectares,
of which only 6 million hectares are classified as high
potential arable land. Approximately 87 million hectares
are pastures. Due to urbanization and resettlement of
communities on land, the available high potential land for
agriculture is under continuous pressure.
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113. Approximately 1 million hectares of land is irrigated.
Analysis by the Department of Water Affairs indicate that by
the year 2010 a critical shortage of water in South Africa
can be expected. Most convential sources of water supply
are already fully utilized. Pressure is building up rapidly
to limit the use of water resources for agricultural

irrigation purposes.

Structural Changee and Competitive Advantages

114. The South African agricultural sector is currently in a
process of structural change, which will not only influence
the current production structure of agriculture, but also
will reduce the competitive advantage of a number of
agricultural industries. The major changes currently under
way are summarized below.

Land-reform

115. The Government of National Unity has declared that one
of its policy aims is to redistribute 30 per cent of land
ownership in the next five years. It is widely accepted

" that most of this land will be used for community settlement
and for small scale/part time farming. Various Government-
programmes are in the process of enhancing the
redistribution of land via the market mechanism.

116. It is acknowledged by the Department of Agriculture
(Blignaut 1995; ref 8) that the redistribution of land will
most probably result in a decline in commercial agricultural
production.

Market Deregulation

117. The Marketing Act in South Africa is being amended, to
lessen Government interference in agricultural marketing.
It is expected that the new Act will be promulgated by
Parliament in the second half of 1995.

118. The consequence of market deregulation in agriculture
is that market forces will determine the price of products
in the domestic market, while marketing boards can only
intervene on a very limited basis (in some industries with a
floor price). Government subsidies and cross-subsidization
within an industry has been eliminated already to a large
degree over the last two to three years.
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119. In parallel South Africa has become a signatory to the
Uruguay agreement of the W.T.O. and is in the process of
implementing the agreement in agriculture. The result is
that import permits (which were previously controlled by the
Agricultural Marketing Boards), are in the process of
replacement by import tariffs. It was made clear by
Government that uncompetitive domestic industries will not
be protected by high import tariffs. This policy is in the
process of implementation and during 1994 the quantities of
imports of a number of products increased in multiples.

120. The nett effect is that the South African agricultural
industry is in the process of structural adjustment, and
this will involve a scaling down of the production of
traditional products. As most of the crops and
horticultural products can be produced with a higher yield
in most other SADC-members, it is widely expected that this
will create market opportunities for neighbouring countries.

Labour Cost

121. The agricultural sector has been included in the new
draft Labour Relations Bill which should be promulgated by
Parliament before the end of 1985. Agriculture has also
been defined as a "non-essential" service for the purpose of
industrial action, disclosure of information, organisational
rights and socio-economic strikes.

122. It is accepted by organised agriculture that the
inclusion of agriculture (for the first time) into the
Labour Relations Bill, will inevitably lead to much higher
labour costs in agriculture. It is also expected that a
minimum wage level for agriculture will come into effect in
the near future.

123. The fact of the matter is that labour costs are much
lower in the neighbouring countries (Zimbabwe, Malawi,
Zambia) with less government prescriptions and interference.
This will further increase the competitive advantage of
agriculture in the neighbouring countries, especially for
labour intensive agricultural industries.

Population and Food Demand

124. South Africa is the region's most populated country.
Population statistics and socio-economic indicators of
the four countries in this study, are shown in the
following Table 8.
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Table 8: Population and some socio-economic indicators
Population | Populatio | Labourin | G.N.P. Expenditure | Food
Country Total (000) | n Agricultur | per on food as | Market?®
Growth | e (%) capita® | % of
rate G.D.P.
Malawi 9085 2,79 83 210 22,9 436,9
South Africa 41244 2,36 16 2670 12,4 13164,7
Zambia 8589 2,75 73 290 25,8 642,6
Zimbabwe 10352 2,87 73 570 25,6 1510,6
(1) us s in 1992
(2) Indication of Relative size of food market US §

million.
Source: ABSA Bank (ref. 6) and own calculations
It is clear that while South Africa does not have the
resource base, its population and food market is the
largest. Market analysis (Agrifutura, 1994; ref 7)
indicates that the projected growth in food demand will
outstrip the production as early as the year 2000.

125.

126. Furthermore, it is accepted that the supply of
agricultural products from South Africa's neighbours (as
part of SADC), will play an increasing important role to
fulfil the demand of food in South Africa (Truter,
33).

127. Analysis of current production and consumption trends
indicates that South Africa's demand for most food items
will outstrip its production, as is shown by the following
Table 9.
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Table S: Demand and supply projections for the year 2000

Products Demand Supply
Tons (000) % W Tons %
(000)

Maize 7 050 6 5279 45

Grain 13 341 14 9 377 -23

Potatoes 994 20 1649 26

Sunflower seed 759 66 486 4

Vegetables 2213 22 3678 15
| Red Meat 1057 5 977 1

Poultry 992 35 1113 52

Eggs 280 37 326 27

Source: Agrifutura, 1994 (ref. 7)
® Percentage change on average of base years (1989, 1990, 1991), based on a 15
year trend.

128. It is evident, based only on the trend of the past 15
years, that South Africa will not be in a position to
produce enough food for its own consumption. This does not
take into account structural changes taking place in both
demand and supply in the last few years. An example is the
poultry industry, which is highly dependant on the supply of
competitively priced maize and labour - and is currently in
dire straits because of availability and costs of these two
major inputs. The poultry industry is in the process of
scaling down, and it is possible that its products can be
produced more competitively in neighbouring countries.
There are numerous similar examples.

IMPLICATIONS OF AGRICULTURAL TRENDS IN SOUTH AFRICA FOR THE
FOCAL COMMODITIES

129. The trends in South African agriculture discussed above
indicate that not only will there be a major decline in
production of many major traditional crops but also the
prospects for increasing production of most of the focal
commodities are slim in the commercial farming sector.
Moreover, experiences to date do not auger well for a
substantial growth in production of the focal commodities
from the smallholder sector.

130. The implication of the agricultural trends in South
Africa are that the processors and end-users of most of the
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focal commodities will become even more dependent upon
imports to meet their requirements.

131. At the strategic level, Government and many sectors of
industry in South Africa see the creation of the South |
African Economic Union as a developmental imperative. Since
South Africa's role within this union will be largely as the
provider of manufactured goods and services, a trade balance
can be achieved only be increased sourcing from its partners
of raw and processed agricultural commodities, including
many of the focal commodities.

132. A number of South African companies, notably in the
food sector, are already actively engaged in attempts to
switch sourcing of raw materials to neighbouring countries
within the region and some are considering investing in the
relocation of their processing plants. For the focal
commodities, some similar initiatives are in hand by South
African companies but overall the movement has been at a
relatively low key to date.

ATTITUDES WITHIN THE SOUTH AFRICAN INDUSTRY TO SOURCING
MATERIALS FROM AND INVESTING IN NEIGHBOURING COUNTRIES FOR
THE FOCAL COMMODITIES

Extant Examples

133. A number of examples of current initiatives by South
African companies came to light during the study and these
are summarised below.

Paprika Sourcing

134. Purchases have been made of paprika from Zimbabwe since
the development of production in that country but this has
been mainly by South African traders for re-export. More
recently, however, the major South African processor - Agro-
Trade International - has been actively seeking interested
farmers in neighbouring countries for contract production of
high quality cultivars. This initiative has been hampered
by lack of knowledge of agriculture and individual
commercial farmers/companies in Malawi and Zambia.

Guar
135. While no direct contacts were established with the

industry in South Africa, information gained in Malawi
indicated that a group of traders/processors from South
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Africa, Zimbabwe and Malawi were actively collaborating to
stimulate self-sufficiency in production within the region.

Naval Stores

136. Pinechem of Durban is currently negotiating investment
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