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Forward

This report was prepared to assist California growers and
shippers of plums and nectarines in e?aluaping potential sales
growth in the markets of Taiwan, Hong Kong, Malaysia and Singapore.
It follows a similar study of the Japahese market completed in 1982
and was funded under Agreement CE-7-81-A, as amended, between the
California Tree Fruit Agreement and the Regents of the Uni&ersity

of Califormia.
The purposes of the research project were to:

1. estimate potential market changes in Taiwan, Hong Kong
Malaysia and Singapore and their potential impact on
the demand for California plums and nectarines;

2. describe the production, trade and consumption of
various fruits in the four markets; and

3. identify market de§elopment alternatiﬁes for increasing

sales in those markets.

The research project depended on a large number of people and
organizations. Se&eral were instrumental in guiding the course of
the project and many more provided data and inter&iews which formed
its substance. It is not feasible here to indi§idually acknowledge
the 70 persons interviewed during the field research phase of
this project. Their contributions pro?ided unique insights into

the problems and opportunities of fruit marketing.

The magnitude of help giﬁen by several organizations deserves
special recognition. This group includes the Foreign Agriculture
Service of the U.S. Department of Agriculture, the Californa Tree
Fruit Agreement, Pandol Brothers, and American President Lines.
The individuals significantly 1nv01ved from those organizations
were Gilbert Sindelar, Edward Bauer, Andrew Kuo, George Heslop,
Daniel Conable, Jimmy Iso, Galen Geller, John Fields, Jack Pandol,
William Hargreaﬁe and Reggie SilQa. They and all others who

cooperated in this project have my sincere gratitude.

Kirby Moulton
Berkeley, April 1983
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THE MARKET FOR CALIFORNIA PLUMS AND NECTARINES

IN TAIWAN, HONG KONG, MALAYSIA AND SINGAPORE

By

Kirby S. Moulton
Economist
Cooperative Extension
University of California

The economies of Taiwan, Hong Kong, Malaysia and Singapore
grew very rapidly between 1970 and 1981. This growth expanded
the demand for many products, including fruit from California.
The exports of plums from the United States destined for these
four markets increased from 61,000 boxes in 1975 to 278,000 boxes
in 1982. Exports of peaches and nectarines to the same countries

grew from virtually zero in 1975 to 9,000 boxes in 1982.

Economic Characteristics

Each of the four markets have different characteristics

which influence the demand for fresh fruit imports.

Taiwan has the largest population, 18.2 million. About one-
third of the population is concentrated in major cities such as
Taipeh, Kaohsiung, Tainan, Taichung and Keelung. The balance tends
to be massed along the fertile western plains and slopes.
One-quarter of the land area is culti&ated and much of the remainder

is mountainous and difficult to traverse rapidly.

Agricultural production is a minor economic activity and in
1979 contributed 9 percent of gross national product (GNP). Since
it employed 22 percent of the workforce, the resulting economic
returns to labor were low. This is partly caused by the small size

of most farms in Taiwan.
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Gross national product per capita in 1980 was $2,269 and in
1981 it was $2,570. This 1e§e1 ranked Taiwan as a relatively
affluent country within the community of deﬁeloping nations.
However, income is highly skewed toward persons employed in
manufacturing and serﬁices rather than agriculture where wages are

low.

Fruit imports are subject to tariffs and taxes that virtually
double the landed cost of fresh fruit. The 1e§ies were instituted
to protect indigenous fruit production, and undoubtedly, to
increase government reﬁenues. Their effect is to restrict the
consumption of imported fruits to buyers with high income or

particularly strong preferences for imported fruit.

The implications of Taiwan's geographic and economic

structure for imported fruit marketing are as follows:

o The market is concentrated in urban areas where manufacturing

and service employment, and consequently income, are high.

o The urban areas spread over Taiwan and this suggests that

marketing efforts outside of Taipeh are warranted.

o The rural (or non-urban) areas contain a large proportion of
Taiwan's population, but generate lower income; many areas are
difficult to serve because of difficult terrain. These factors

limit the market opportunities for imported fruits.

o The current and future consumption of fruit is influenced by
government actions hence market analysis based upon economic
factors must be tempered by expectations about government

decisions.

Hong Kong is a highly concentrated urban market characterized
by relatively high per capita income and insignificant

agricultural production.

The population of Hong Kong was 5.1 million persoms in 1981

crowded into the city of Kowloon, New Kooloon, Victoria and
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surrounding areas. Gross national product per capita was $4,192
in 1980 and $4,762 in 1981. This ranked Hong Kong second to
Singapore but above Taiwan and Malaysia in respect to per capita
income. Imported fruits reach Hong Kong consumers through major
wholesale markets in Kowloon and Victoria. The compact size of
the marketing area facilitates the rapid movement of perishable

produce to retail outlets.

The goﬁernment leaves trade unfettered by tariff and non-tariff
barriers. Imports are free to fluctuate with the pressures of
demand and supply. Hong Kong has become a major market for U.S.
fresh fruits under this system. Its fruit imports far overshadow

those of other countries in this study.

Malaysia is the largest of the four countries, with an area
almost 10 times that of Taiwan. Forty percent of the area and
83 percent of the population are located on the long Peninsula
stretching southward from continental Asia toward the islands of
Indonesia. The balance of the population is in the large island

provinces of Sarawak and Sabah.

The population in 1982 was estimated to be 14.2 million
persons. Approximately 54 percent of the Peninsular Malaysia
population was Malays, 35 percent was Chinese, and 11 percent was
Indians and others. This ethnic diversity results in a broad

range of preferences for fresh fruits and vegetables.

Much of the population is still in rural or small urban areas.
Approximately one-third is situated in towns or cities of over
10,000 persons. Agriculture employs about 40 percent of the labor
force and accounts for 22 percent of gross domestic product. Two
thirds of the value of agricultural production is from rubber and
palm oil. The balance is from rice, cocoa, pepper, copra, pineapple
and ﬁarious Qegetables and fruits. As in Taiwan, the returns to
agricultural labor are low relative to the returns earned in

industry.

Gross national product per capita in 1980 was $1,622, the
lowest of the four markets considered in this study. By 1982,

it had climbed to an estimated $2,058. Average earnings forpeople
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working in agriculture were about half of that for people in

non-agricultural occupations.

The go?ernment of Malaysia participates actively in economic
development through ownership of key firms, through a system of
financial aids, and through various regulations designed to guide
the economy toward desired goals. A system of trade.regulations
is part of the governments' economic program. This system included
a tariff of 30 cents per pound for fresh fruit in 1982, $8.40 per
box of plums or $6.60 for nectarines, plus a 5 percent surcharge.
Ten percent of the tariff was rebated to the importer for fruit
shipped directly from the producing country to Malaysia (that ié,

without reshipment from Singapore).

The implications of Malaysia's geographic and economic

structure for imported fruit marketihg are as follows:

o The market is concentrated in major urban areas where

manufacturing and service employment are high.

o A large number of people live in cities other than Kuala Lumpur

and Penang and represent a significant potential market.

o The low incomes of the rural population limit their ability to

buy imported fruits.

o Government policies have an important effect on trade. Economic
analysis of market opportunities should be evaluated according to

expectations about future govermment policy.

Singapore's economy is stimulated by its role as a trade,
financial, manufacturing and tourist center. It's population of
2.4 million is augmented by an even larger number of tourist
arriﬁals each year (2.8 million in 1981). Average income, as
measured by GNP per capita, was $4,520 in 1980 and $5,274 in 1981,

higher than the levels in Hong Kong, Taiwan and Malaysia.

Singapore is also a reshipment center. In 1980, about
20 percent of its fresh fruit imports were re-exported, primarily

to Malaysia and Indonesia.
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The government of Signapore actively supports the nation's
role as a trade center by minimizing trade regulation. Fresh fruit
imports are not subject to tariff or taxes. Domestic marketing
practices are regulated to encourage sanitation, efficiency, and
reasonable prices. The go&ernment is a member of ASEAN, the
Association of South East Asian Nations, and seeks to bolster its
trade ties with other members of that group, notably Indonesia

the Phillipines, Thailand, and Malaysia.

The implications of Singapore's geographic and economic

structure for imported fruit marketing are as follows:

o High income levels and tourist arrivals suggest a good potential

for marketing high quality fruit.

o The relatiﬁely small population indicates that even large
economic changes will yield relatively small changes in the

quantity of fruit demanded.

Fruit Production, Trade and Domestic Use

The market for California plums and nectarines is part of,
and influenced by, the much larger market for a large array of
domestic and imported tropical and temperate fruits. The following
description of the fruit market is based on production and trade
results reported by the Food and Agriculture Organization (FAO) of
the United Nations and by reports of various national governments.
The figures supplied by different agencies do not always agree
because of differences in definitions, variations in data
collection and estimation procedures, and errors or ambiguities
concerning appropriate classifications. The disagreement is

within limits which are acceptable for the purposes of this report.

Data concerning fruit production, trade and domestic use in
1980 are presented in Table 1. They show that per capita fruit
consumption in Taiwan, 158 pounds; and Hong Kong, 153 pounds; were
at similar 1e§els. Consumption levels in Malaysia, 135 pounds;
and Singapore, 129 pounds; were reasonably close to one another but

significantly below those in Taiwan and Hong Kong. This pattern
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probably reflects the ethnic similarities of the two northern

markets and of the two southern markets.

Differences in fruit consumption between the four markets
are not positi&ely' correlated with differences in income.
When the markets are grouped according to ethnic similarity,
higher levels of fruit consumption in Taiwan and Malaysia are
associated with lower levels of income. This point is illustrated
by comparing consumption per $1,000 of income between the four
markets. Malaysia, with the lowest level of per capita income,
$1,622, exhibited the highest per capita consumption per $1,000
of income, 83 pounds. The comparable levels were 69 pounds in
Taiwan, 36 pounds in Hong Kong, and 28 pounds in Singapore. They

were inversely related to the level of per capita income.

These results indicate that market development strategies
should not be based soley on differences in income between
alternate markets. The ethnic mix of the population and the
availability of domestic fruits are also important. The popula-
tions of Taiwan and Hong Kong are virtually all of Chinese origin
and the consumption of fruit is higher than in Malaysia and

Singapore which have mixed populations of Malays and Chinese.

Taiwan and Malaysia supply over 90 percent of their own
fruit consumption requirements. Their consumption is high
because the presence and tradition of fruit production stimulates
consumer awareness of fruit and a willingness to spend a large
portion of their food dollar for it. Imported fruits can capital-
ize on these preferences as incomes rise and as other economic

activity surges ahead of agricultural production.

Fruit production in Taiwan is split between tropical fruits
such as pineapple, banana and guava, and the more temperate citrus
and deciduous fruits. Production of tropical fruits was 904,000
metric tons in 1980, 56 percent of total fruit output, production
of citrus fruits was 374,000 metric toms, and production of
deciduous fruits, grapes and non-specified fruits was 37,000 metric
tons. It is estimated that 275,000 metric tons were processed

and 1.34 million metric tons were allocated to fresh markets.
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Fresh fruit exports included 125,000 metric tons of tropical
fruit, 84 percent of fresh fruit exports, 16,000 metric tons of
citrus, and 8,000 metric tons of deciduous fruits, grapes and

non-specified fruits.

Fresh fruit imports included 1,300 metric tons of tropical
fruits, 1,700 metric tons of citrus, 56;000 metric tons of apples,
and 4,700 metric toms of other deciduous fruits. Taiwan produced 38
percent of its domestic market requirements for deciduous fruits,
grapes and non-specified fruits and imports pro&ided the remainder.
This import dependence far exceeds that for all fresh fruit as

a class.

Fruit production in Malaysia is de§9ted almost entirely to
tropical fruits.v Goﬁernment reports do . not identify either the
production or export of temperate zone deciduous fruits. Thus,
the domestic markets for those fruits are entirely dependent on

imports.

The fruit markets in Hong Kong and Singapore are based
entirely on imported fruit (there is slight production in Singapore).

Exports represent the re-shipment of imported fruit.

"Imports of Principal Fresh Fruits

Apples and oranges accounted for the greatest ﬁolume, 565,000
metric tons, among the principal fruit varieties imported by Taiwan,
Hong Kong, Malaysia and Singapore in 1980 (Table 2). Stone fruit

imports amounted to only 3 percent of that volume.

The market shares of imported fruits Qaried between importing
countries. Apples accounted for 89 percent of Taiwan's imports of
the principal fruits, 16 percent of Hong Kong's imports, 39 percent
in Malaysia and 20 percent in Singapore. Oranges had a 49 percent
share in Hong Kong, 37 percent share in Malaysia and 33 percent in
Singapore. Taiwan imported relatiﬁely few oranges because it is

an exporter of that fruit.

Stone fruits earned the greatest import share, 4.3 percent
in Hong Kong. Shares in the other countries were: Malaysia, 1.6

percent; Singapore, 1.7 percent; and Taiwan, 0.5 percent. The
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relatively low volume of these imports is inadequate to support
extensive development and promotion activities. Hence, it is
difficult to attract wide spread consumer and trade interest to

them.

Imports of Plums, Peaches and Stone Fruits

Plums, peaches and nectarines are part of a large class of
fruits identified as stone fruits. Taiwan and Hohg Kong report
trade in stone fruits but not trade in plums, peaches and nectarines.
Hence, it is necessary to-e§aluate this larger market prior to
estimating its constituent parts. The definitions of stone fruits
ﬁary slightly. Taiwan excludes cherries, which are reported
separately, but Hong Kong does not. Both countries exclude lichees
and lungngans. The remaining fruits are apricots, nectarines,
peaches, persimmons, plums and miscellaneous similar fruits.
Persimmons are an important fruit in Asian markets and account for
an important part of stone fruit trade in October, Noﬁember and

December.

The imports of stone fruits (excluding cherries, lichees, and
lungngans) by Taiwan expanded by 1,100 metric tons between 1975
and 1981, although most of the change was between 1980 and 1981
(Table 3). The Volume of imports in 1981, 1,259 metric tons, was
reasonably comparable with those of Malaysia, 1,015 metric tons, and
Singapore, 2,154 metric tons. Stone fruits imported into Hong Kong
included cherries and amounted to 15,293 metric tons, more than
double the 1975 level. The change which occurred in the Hong Kong
market, 8,800 tons, far exceeded that noted in any of the other

markets.

The quantity of plums imported by Malaysia in 1981 was
equivalent to 69,000 boxes, a gain of 40,000 boxes from 1975.
Peach and nectarine imports were 13,400 boxes; a leﬁel far above
that of any preﬁious year. The quantity of plums imported by
Singapore was equiﬁalent to 156,000 boxes and that of peaches and
nectarines was equi&alent to 14,000 boxes. These levels were lower
than they had been in 1980. Growth in the'Singapore market was not

calculated because of inadequate data.
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The market shares of various suppliers of stone fruits in
1981 are presented in Table 4 and the shares for suppliers of plums
and peaches (including nectarines) to Malaysia and Singapore are
presented in Table 5. Market share trends of major suppliers to

each of the importing countries are shown in Tables 6 through 9.

The United States was the major supplier of stone fruits to
Taiwan in 1981. It provided all of the cherries and 48 percent of
the remaining non-tropical stone fruits. U.S. shipments to
Taiwan included 52,000 boxes of plums and 1,500 boxes of peaches
and nectarine (import statistics from Taiwan are 10 percent lower
but the mix was undoubtedly the same). Japanese shipments, almost
entirely peaches, supplied 47 percent of the import market. South
Korea supplied 5 percent of the market, mostly with peaches. These
estimates suggest that Taiwan's stone fruit imports (excluding
cherries) can be divided into standard. boxes of 28 pounds

for plums and 22 pounds for peaches as follows:

Exporter Plums "~ Peaches
United States 47,000 1,200
Japan - 59,335
South Korea = © 5,813
Total 47,000 66,368

These imports were received during the summer months. The

fresh market is supplied by domestic production during the spring.

Plums are harﬁested from approximately 5,800 acres in Taiwan.
Production in the years 1979-81 aﬁeraged 23,000 metric tons
annually and it reached a record leQel of 25,500 metric tons in
1981. About two-thirds of the production occursiin the foothill
regions of the adjacent prefectures of Miaoli, Taichung and Nantou
located in the northern half of Taiwan. The aﬁerage value of
production in 1981 was $325 per metric ton ($295 per short ton).

The comparable value in California was $341 per metric ton.

Domestic plums are smaller than those from California and are
not as sweet. Those not dried are sold on the fresh market before
most (if not all) imported plums arriﬁe. The monthly pattern for
domestic plums in 1981 was as follows:
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Month

March
April
May

June

-15-

Share of Year's Total

Research Report 1983

Average Price

5 percent
29 "
48 "
17 "

$8.79 per box
6.33 " "
6.21 " 1"
5.76 1" 1"

The difference in seasonal production patterns eliminates

the likelihood of direct market competition between plums from

California and those from Taiwan.

In fact, the existence of the

Taiwan plum as a standard of comparison enhances the appeal of

the California plum.

Nectarines are not produced in Taiwan and a very small

quantity has been brought in from California.

Peaches are

produced and do compete with early imports, particularly from

Japan. However, production is concentrated in the Spring and

therefore occurs before most imports arrive.

Taiwan produced 15,000 metric tons of peaches in 1981 from

3,200 acres. Most of the production (86 percent) came from the

plum producing prefectures of Miaoli, Taichung, and Nantou. The

average value of production in 1981 was $324 per metric ton.

The comparable California price for Freestone peaches was $228

per metric ton.

The wholesale sales and price pattern in 1981 was as follows:

Month

April
May
June

July

Share of Year's Total

" Average Price

6 percent
30 "
54 "

9 n

$6.50 per box
5.08 " "
4,06 " "
8.53 " "

California nectarines and peaches will most likely arrive in

July or August and will not directly compete with domestic

peaches.

However, they may well compete with a substantial

portion of the high quality peaches imported from Japan.
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The imported stone fruit market in Taiwan has been shared
almost entirely by Japan and the United States since 1975 (Table 6).
Between 1975 and 1981 imports from Japan increased but accounted
for a declining market share as imports from the United States
surged. South Korea was a marginal contributor to the market during

that period.

The stone fruit market in Hong Kong should be interpreted with
care because separate figures for the various types of fruit in

this class are not published by the Hong Kong government.

The principal competitors in the market in 1981 were the
United States, with a market share of 4,000 metric tons (26 percent),
the PeoplesRepublic of China with 4,200 metric tons (27 percent),
Japan with 3,300 metric tons (21 percent), Thailand with 2,500
metric tons (16 percent), and Taiwan with 1,100 metric tons

(7 percent).

The United States and Japan gained market share between 1975
and 1981, primarily at the expense of the Peoples Republic of China.
Stone fruit imports from China totaled 5,000 metric tons and were
77 percent of such imports in 1975. Imports from Japan and the
United States were insignificant in 1975 but grew rapidly thereafter.
Those from the United States in 1981 were almost four times their
1976 level. The shares of minor suppliers remained between 23 and

30 percent of stone fruit imports. (Table 7).

Plums and peaches each probably account for 25 to 35 percent of
the Hong Kong stone fruit market, based on the production and trade
pattern of the listed suppliersof stone fruits (Table 4). The
remaining share is divided between persimmons, apricots, cherries
and other unspecified fruits. The United States is the predominant
supplier of plums and is in a particularly strong position because
few, if any, comparable plums arriﬁe on the market at the same time.
The United States reported exports of 242,000 boxes of plums to
Hong Kong in 1981 (the Hong Kong go&ernment reported imports to be
about 7 percent below that leﬁel), and minor quantities of peaches
and nectarines. This leﬁel of plum exports was considerably higher

than those reported to Taiwan, 52,000 boxes; Singapore, 33,000 boxes;
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and Malaysia, 6,000 boxes. U.S. exports of peaches and
nectarines to the four markets in 1981 were reported to be 2,500

boxes.

Competition in the fresh peach market is primarily between
China, Japan, and Taiwan. Peach imports from China and Taiwan
start in the spring and those from Japan are concentrated in the

summer months.

The seasonal pattern of stone fruit imports by Hong Kong in

1981 from the United States and from all suppliers was as follows:

Quarter of . Percentage of Annual Imports from:
the Year United States " “All Sources
1 0.2 1.4
2 13.2 13.5
3 69.4 59.3
4 2.5 25.8

The import markets in Malaysia and Singapore can be
interpreted more readily by plum and peach shippers because more

detailed data are available than for Taiwan and Hong Kong.

Data concerning Malaysia and Singapore are presented in Table 5.
Malaysia imported 69,000 boxes of plums and 13,000 boxes of peaches
(including minor quantities of nectarines) in 1981. Most of the
plums, 83 percent, were imported from Australia and they arriﬁed
during the period, December, 1980 through April 198l1. New Zealand
shipped approximately 100 boxes to Malaysia, but otherwise there
was no direct competition during the period. Supplies could ha&e

been obtained from Thailand or Taiwan in March and April.

The United States supplied 11,800 boxes of plums during the

summer of 1981, 99 percent of all plums received during that period.

The winter market for plums was larger than the summer market
because of the reduced aﬁailability of competing fruits and a
better price relatiﬁe to them. Consumer fruit preferences also
played a role since similar supply and price relationship did not

stimulate the winter consumption of plums in Hong Kong and Taiwan.
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Australia's share of the import market remained at high
levels between 1975 and 1981 as total imports increased (Table 8).
Imports from Australia were the equiﬁalent of 26,000 boxes in
1975 representing 87 percent of imports, and 57,000 boxes,

83 percent of imports, in 1981.

Imports from the United States fluctuated considerably
between 1975 and 1982. Only 900 boxes of plums were imported
from the United States in 1975 and they represented 3 percent of
Malaysia's total plum imports. Imports of U.S. plumé increased
to 6,000 boxes in 1979, dropped drastically in 1980, and then
jumped to 12,000 boxes, 17 percent of total imports, in 1981.
This erratic beha§ior in import 1e§els was caused partly by
fluctuating f.o.b. prices, the relative prices of other fruits on

the Malaysian market, and by shifting currency exchange rates.

Imports of plums from South Korea fluctuated also. They were
equivalent to 2,600 boxes in 1975 and approximately 4,000 boxes in
1981.

The level of peach imports by Malaysia is #ery low. 1In 1981,
imports were the equiﬁalent of 13,500 boxes, of which 12,200 were
supplied by Australia. Other suppliers were Taiwan, 563 boxes;
South Korea, 381 boxes; and the United States, 150 boxes. This

level was consistent with experience throughout the 1975-81 period.

Singapore imported 156,000 boxes of plums and 17,000 boxes
of peaches and nectarines in 1981. Specific data concerning
nectarines were not reported but ﬁirtually no nectarines were
obserﬁed in the Singapore market in September 1982 and trade

sources considered the imports to be negligible.

Australia supplied 108,000 boxes of plums,.or 69 percent of
total plum imports. Plums from Australia are on the market-ffom
December through April. They compete with plums from Thailand
during March and April. The United States is the principal
supplier of plums during the summer season. Imports from the
United States reached the equivalent of 42,000 boxes in 1981,

27 pefcent of total plum imports, but 88 percent of those received
from northern hemisphere producers. Thailand provided 4,900 boxes

and Taiwan provided 945 boxes. These imports are off the market
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before U.S. plums are recieved in July.

Singapore began reporting plum and peach imports in 1979.
Prior to that time, imports of these fruits were included in
the general classification of "stone fruits'. This situation
makes it impossible to analyze moﬁements in import levels for the
individual fruits prior to 1979. Based on 1979-81 results,
imports from Australia in 1981 were considerably below their 1eﬁe1
in 1979 and 1980 (Table 9). Imports from the United States
increased during this period, but did not offset the decline in
Australian imports. Imports from South Korea dropped to zero in

1981 after accounting for 9 percent of all imports in 1979.

Singapore imported 9,700 boxes of peaches in 1981 from
Australia, 56 percent of total peach imports. Other major
suppliers were China, 2,800 boxes; Japan, 2,600; and the United
States, 2,200 boxes. The balance between northern and southern
hemisphere suppliers was better balanced in Singapore than in
Malaysia. Peaches from the United States competed with those from
China and Japan during the summer months. A&erage prices for
peaches from these three suppliers varied from $11.46 per box for
China to $20.50 per box for Japan to $30.00 per box for the
United States. The price calculated for U.S. plums in Singapore
statistical reports is high as compared to the f.a.s. price of $8.00
quoted in U.S. export reports. This may reflect an error or

non-compatability in the figures.

Singapore exported the équiﬁalent of 33,000 boxes of plums in
1981, 83 percent of which went to Peninsular Malaysia. Three
quarters of the exports were during the winter months when the
principal source of supply was Australia. About 8,400 boxes were
re—exported in the summer months out of a total of 43,400 boxes
imported during that period. These were almost entirely from the
United States. It is presumed that Malaysia identifies the
re-exports which it receiﬁes by country of production because their

statistics do not record Singapore as the source for plum imports.

Singapore re-exported approximately 900 boxes of peaches,

mostly to Malaysia, out of 17,000 boxes recieved in 1981.
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U.S. plum and peach exports to Taiwan, Hong Kong, Malaysia
and Singapore from 1975 through 1982 are listed in Tables 10 and 11.
Plum exports to these countries were considerably larger than peach
exports. The level of pium exports grew between 1975 and 1982,
although the growth appeared to level off in 1980-82. Peach exports
to the four markets were too low to be separately reported in
standard export summaries of the Bureau of Commerce in most years.
However, exports to seﬁeral of the markets are shown for 1980, 1981
and 1982.

Marketing Considerations

THE MARKET SYSTEM

The marketing system in Taiwan, Hong Kong, Malaysia and
Singapore include a ﬁery large number of small retail outlets that
sell the predominant share of fresh fruit. In Taiwan, these outlets
sell 80 to 90 percent of all fresh fruit. They account for 70 to
80 percent of the fresh fruit (estimates ﬁary within the trade) sales
in Hong Kong and about 80 percent in Singapore. The distribﬁtion
pattern in Malaysia appeared about the same as in Taiwan. These

outlets are described by the trade as hawkers and vendors.

The balance of retail distribution is through shops, super-
markets, restaurants and hotels. The restaurant and hotel trade
accounts for about 5 percent of frﬁit sales in Hong Kong and
Singapore and a smaller, but unknown share in Taiwan and Malaysia.
Supermarkets are increasing in importance in these markets, but
still account for 5 to 10 percent in Singapore, 5 percent in
Hong Kong and less in Taiwan and Malaysia. Produce shops, similar
to a green grocer, account for the balance of trade. Shops and
hotels are probably more significant in the distribution of imported
stone fruits than they are in the distribution of other imported and

domestic fruits.

The large number of retailers in these markets is ser&ed by
relatively small wholesalers which sell in central wholesale
markets. The wholesale stalls in central markets are of limited
size. Most appear to occupy between 300 and 500 square feet. The
central markets are very crowded and the selling pace is extremely

rapid.
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This type of market structure is significant to California
fruit exporters for several reasons. Hawkers and ﬁendors do not
have cooling or refrigeration facilities to retard fruit deteriora-
tion in warm climates. Consequently, they are Qery concerned about
the shelf life of fruit and they tend to stay with vafieties that
move quickly. A shelf life for plums of 5 to 6 days after unloading
seems acceptable in Hong Kong and Singapore, but is marginal in
Taiwan and Malaysia where turnoﬁer is slower. Imported nectarines
are perceiﬁed by most traders to have an inadequate shelf life for
distribution by hawkers and Qendors. A market deﬁelopment program

will have to overcome this perception.

It is difficulf to communicate directly with hawkers because
of their large number and'diﬁerse locations. Contacts made through
wholesalers are brief because retailérs spend a short time at the
central market and their attention is focused on obtéining the best
buy. This situation reduceé the effectiQeness of programs
designed to educate the trade about fruit ?arieties and improﬁed

handling procedures.

The small size of wholesale and retail outlets reduces the
probability that promotional display material will be used.
Consequently, posters and signs should be designéd for use in
small areas. The Australian Fruit Marketing Board, for example,
distributed a plastic coﬁered poster that could withstand the wear
and tear of a vendors stall. Space limitations also force promo-
tional efforts in the direction of printed T-shirts or change aprons

or caps which can be worn by vendors.

Small retailers tend to be conservative because they cannot
afford to make a wrong decision about what they buy. They probably
react more to consumer requests for fruit varieties than they do to

wholesaler inducements to try something new.

The wholesale 1e§el of the fruit distribution system contains
a variety of firms. In Taiwan, the wholesalers are independent
from importers. In the other markets there is limited ownership
integration between importers and wholesalers. Some integration
occurs through the existence of long-standing trade relationships

between firms. For example, those importers which buy on their
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own account and consign fruit to wholesalers generally have a panel
of wholesalers that they customarily use. This linkage proﬁides a
better conduit for marketing influence than might occur in a

strictly open market system.

The relatiﬁely fragmented structure of the wholesaler market
in the four markets is Qery different from that in Japan where
wholesalers are limited in number and tremendous in size. Thus, a
market de?elopment strategy which focuses on the wholesale sector
might work very effecti&ely in Japan, but be completely

inappropriate in Taiwan, Hong Kong, Malaysia and Singapore.

Importers vary in size from huge tréding houses like Tai-shih
in Taiwan to single person operations like Frank Liu (The Victory
Company) in Hong Kong. In each of the markets, there appears to
be 3 to 5 importers which are particularly important to trade in
plums, peaches and nectarines. Those with particularly large
market shares include Oﬁerseas Fruits Trading Company, Taipeh;
Universal Products, Ltd., Hong Kong; Long Hock Seng and Sons,
Kuala Lumpur; and Eng Cheong Peng Kee,bLtd., Singapore.

MARKET PRACTICES .

Trade interviews revealed that importers in Hong Kong tended
to buy on their own account and to sell by consigning shipments to
pre-selected wholesalers. Others preferred to pre-sell. The
emphasis on these marketing strategies was reversed in the other
markets. There, importers tended to pre—éell and to pass price

risks forward to the wholesaler.

Large importers often tra&el to California to establish
sources of supply and to monitor market conditions. They may have
an exporting subsidiary, such as Tai-shih, or other regular
representation in exporting areas. Their links are with exporters
in California, Oregon and Washington and in some cases directly
with shippers. Depending on circumstances, a California shipper
can deal through exporters or directly with importers. Current
market structure discourages direct dealing with wholesalers,

retailers, or the institutional trade.
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MARKET MARGINS

Marketing margins vary according to the location of market
risk in the distribution system. Importers generally earn 2 to 3
percent of selling price, although they can make large profits and
severe losses when they buy for their own account. One Hong Kong
importer reported that importers were losing about $4 per box
(or $6,000 per 40 foot container) of plums»in September 1982
because of high f.o.b. prices and poor market conditions in

Hong Kong.

Wholesale margins in Taiwan were estimated by traders to be
20 to 30 percent if the wholesaler took a pdsition, and less if
they operated on consignment. Margins in Hong Kong and Singapore
were estimated to be 5 percent if produce was consigned and

10 percent if it was not.

Estimates of retail margins centered onv40 to 50 percent of
selling price for hawkers and Qendors, but less for some fast
turnover outlets or fruit &arieties. Traders estimated that the
total of all margins from the importer through the retailer was
less in Singapore than in other markets. Personal observations of
retail prices suggested that oﬁerall margins were about the same

in each of the markets.

Wholesale price observed in the first half of September 1982
included Queen Ann plums (small size), $22 per box in Singapore;
Kelsey (2 x 2), $26.70 per box in Hong Kong; and Americana:(B x 3),
$28.60 per box in Malaysia. California plums had not yet arri&ed
in Taiwan because of the earlier Medfly quarantine, howeﬁer,lé

1981 price for Kelsey was quoted at $31.23 per box.

Reail prices for large Friars were $1.50 to $2.00 per pound
($42 to $56 per box) in several outlets in Hong Kong and one
specialty shop featured them at $2.40 per‘pound. Other markets

sold plums for approximately 40 cents each.

A supermarket in Singapore offered President, Kelsey, and
Casselman for $1.92 per pound ($54 per box). A fruit stall in the
public market sold Qery large Kelseys at $2.59 per pound, and other
Kelseys (3 x 4) at $1.94 per pound.
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FREIGHT

Plums, peaches and nectarines are shipped in refrigerated
containers by ship from California ports. Air freight is used
rarely and for special shipments generally to the institutional
trade. The major carriers ser&ing at least two of the four markets

are American President Lines'(APL), Maersk and Sea-Land.

The ser&ices offered to the area changed in 1983 when APL
assigned a larger ﬁessel to the route. The new serﬁice narrowed
the transit time ad&antage pre&iously held by Maersk. Avefage
transit times by ﬁarious carriers are expected to be about 13
days to Taiwan, 14-15 days to Hong Kong, 17-19 days to Singapore,
and 21-24 days to Malaysia.

The estimated freight rate to Hong Kong in 1982 was $5.81 per
box for plums. This charge included bunker surcharges and terminal
receiﬁing charges. In addition, a charge of about $90 per contain-
er was required for drayage of the container to and from the

wholesale market.

Charges to Taiwan were approximately the same and those to
Singapore and Malaysia were $1.15 per box higher (based on

differences in the basic rate).

Changes in f.o.b. prices are not translated into proportional
changes in export markets because freight rates remain relatively
stable. For example, if the California f.o.b. price declines by
one-third from $12 to $8; the Hong Kong price would decline
relatively less, 22 percent. The impact on export demand of such
a price change might be less than a California shipper would expect

as a result of such a large change in the f.o.b. price.
VARIETY PREFERENCES

A series of inter?iews were held during September, 1982, with
importers and wholesalers to obtain their opinion about markets
for plums and nectarines. These interﬁiews revealed interesting
variations in~§ariety preferences between the four markets, and
also some common preferences. The preferences were not ?erifiable
through analysis of import data, because the §arietal composition

of shipments is not included in such data.
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A common preference is that for sweet flavor and generally
crisp texture. Fruits with bittersweet or sour fla&ors find a
?ery limited market. This flaﬁor preference was uniformly
stressed in all inter?iews, before considerations of texture,

color or size.

The preference for a crisp texture is consistent with the
preference for oriental pears.o§er western pears in these markets.
It is difficult tosell fruits which tend to soften toward the end
of their shelf life, eﬁen if their sweetness remains. This fact

was specifically cited in the case of nectarines.

Traders were not interested in nectarines because they
belie&ed that nectarines were not sweet enough and lacked a firm
téxture; they were bland and soft. They also belie&ed_that
nectarines had inadequate shelf life and therefore would not be
purchased by retailers. Tﬁey acknowledged that consumers were
unaware of nectarines and consequently retailers were reluctant

to stock them.

Nectarines were seen in only two retail outlets, both in
Singapore, during visits to wholesale and retail markets in

Taiwan, Hong Kong, Malaysia and Singapore in September 1982.

Trade preferences in Taiwan were for dark skinned plum
varieties, primariiy Friar, Nubiana, Simka and Queen Ann. The
dark color is associated with sweetness in flaﬁor. Spotted
ﬁarieties, such as Larodé, are not likely to sell well. Califdrnia
plums are a luxury fruit and are often used as gifﬁs. Conéequently,

larger sizes are favored over smaller sizes.

Kelsey is preferred in Hong Kong because of its sweet flavor
and firm texture. Its green-~yellow color is not a deterrent to
sales as it would be in Taiwan. This Variety accounts for about
25 percent of plum imports. Friar is considered the best of the
colored ﬁarieties because it is easy to handle and has long shelf
life. Queen Ann and Simka are also important Qarieties, although
questions were raised about softness in the Queen Ann Qariety and
inadequate sweetness in Simka. Fruit size did not seem to be an
important criterion. That is, both large and small sizes haﬁe

market acceptance for various uses.
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Traders in Malaysia expressed preferences for plums with
sweet flavor, crisp orange flesh and deep red skin. Varieties
mentioned included Santa Rosa and Queen Ann. The demand for
Friar is limited. Small sizes are preferred because plums are sold

by the piece at retail and large sizes would be too expensive.

Preferences seem to be fairly broad in Singapore. Traders
contend that Friar, Kelsey, President and Santa Rosa sell well.
Shelf life is an important consideration because of the long
transit time to Singapore (as it is in Malaysia). Both large and

small sizes are sold on the market.

Traders in each of the markets commented about the need to
pack fruit of high quality and uniform sizes; and to pack carefully
in sound packages. They cited the quaiity, size and selection
standards used by the Japanése, primarily for peaches, as examples
for other exporters to match. California exporters would probably
need to estiblish a higher export quality grade and tighter toler-

ances on sizes in order to meet such a standard.

POLICY CONCERNS

Government policy is not an issue in Hong Kong or ‘Singapore
since it supports a competitive trading environment and free choice
for consumers. However, policy in Taiwan and Malaysia restricts

trade to levels lower than it would be otherwise.

Cabinet changes in the Taiwan go§ernment indicate an increased
sensitivity to consumers and to growers, according to U.S. analysts.
This increases goﬁernment's desire to protect a farm structure that
has become relatiﬁely inefficient. Consequently, it appears unlike-
ly that high tariffs on fruit imports will be remoﬁed during the
next fiﬁe years. There could be, however, a reduction in the
surtax which is currently in force. Plums, peaches and nectarines
were subject to a surtax of 15 petcent and a tariff of 65 percent
in 1982. The tariff is calculated as c.i.f. price x 1.15 x 0.65.

Thus, the duty paid price is 75 percent above the c.i.f. price.

The high tariff against the ad §alorem ﬁalue of imports has

motivated attempts to lower the invoice value of imports. This
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can be accomplished through undervaluing the in?oice value and
arranging a method for supplementary payments outside of normal
in&oices. Some traders contend that this practice is common and
that it disrupts the market. They argue that exporters should

accept responsibility for eliminating the practice.

Tariffs in Malaysia are set at a fixed ﬁolume per kilogram
of imported fruit. For plums and peaches; this tariff is 30 cents
per pound ($8.40 per box of plums or $6.60 per box of peaches).
This system eliminates the incenti?e for 16wering inQoice ﬁalues.
The tariff is lowered to 27 cents per pound for fruit unloaded

directly at Malaysian ports. A five percent surtax is also applied.

Most go&ernment attention focuses on export crops, cocoa,
rubber and palm oil. Little support is giﬁen to perishable crops.
Imported fruits are not directly competiti&e with the cheaper
tropical fruits produced in Malaysia, hence a tariff reduction
would not hurt them. Howe&er, the desire to achie§e a positi&e
balance of payments will probably result in maintaining the

existing barrier to fruit imports.

Market Potential and Future Consumption

Estimates of the market potential for imported plums and
nectarines were deri?ed from studies of other fruit in Southeast
Asia [8] and from a study of fruit markets in Japan [13]. This
procedure was used to avoid duplication and because inadéquate
data precluded econometric analysis of markets for plums and

nectarines.

POPULATION CHANGES

Projections of population in Taiwan, Hong Kong, Malaysia, and
Singapore are presented in Table 12. The projections are those
made by national or international agencies based on trends in
birth rates and mortality. The aggregate population growth in the
four markets between 1981 and 1990 is projected to be 7.1 million

persons.

The population growth rate in Malaysia is expected to be

2.44 percent annually, a high rate relative to that in the other
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markets. This rate, if maintained, will add 3.5 million persons
to Malaysia's population. Under current per capita consumption
rates for fruit, this change would augment fresh fruit consumption

by 200,000 metric tons.

Population changes in the other markets will be less than in
Malaysia. Growth in Taiwan is projected to be 2.6 million persons.
At current consumption rates this would increase fruit use by
180,000 tomns. Population changes in Hong Kong Will result in
700,000 more people, and in Singapore will add 300,000 persons.

The added fruit usage caused by this growth, if curreﬁt consumption
rates are maintained, would be 49,000 tons in Hong Kong and 18,000

tons in Singapore.
ECONOMIC CHANGES

Projections of economic growth are also shown in Table 12. The
growth rates for Taiwan and Malaysia are: those used by the
governments of those countries for economic planning purposes [16]
[11]. The rate for Hong Kong was that used by the Department of
Agriculture and Fisheries for market eﬁaluation purposes and the
rate for Singapore was estimated by a priﬁate economic consulting
group [10][3]. These estimates are reasonable guesses, at best,
gi&en the current uncertainties about economic deﬁelopment. The
rates differ from those estimated by Heydon and O'Rourke [8] but
were chosen because they reflect a more recent analysis of

economic relationships.

The projected rates of income growth per year (as measured by
GNP per capita) were 7.4 percent for Taiwan, 1.7 percent for

Hong Kong, 5.8 percent for Malaysia and 8.2 percent for Singapore.

DOMESTIC CHANGES

The impact that these changes will have on fruit consumption
depends on what happens to past relationships between income growth
and fruit purchases. This relationship is measured by the income
elasticity of demand. 1Its past value is estimated by analyzing
relationships between fruit consumption, prices, income and other

variables affecting demand.

63



California Tree Fruit Agreement Research Report 1983
~36-

The data on these past relationships are inadequate to permit
their estimation for each of the markets considered in this study.
Consequently, the income elasticity of fresh fruit demand calculated
for Hong Kong [10] was used to project fruit demand in the three
other markets. The §a1ue of this elasticity is lower than the

values estimated by Heydon and O'Rourke for individual fruits [8].

The projections présented in Table 12 utilize the income
elasticity estimate, and assume that relati?e prices remain as
they were in 1981. The resulting projections combine the effects
of population and income changes. They indicate an average annual
growth in fresh fruit consumption of 3.7 percent in Taiwan, 1.9
percent in Hong Kong, and 4.2 percent in Malaysia and 3.7 percent

in Singapore.

Projections of stone fruit consumption in Taiwan and Hong Kong
and plum consumption in Malaysia and Singapore are presented in
Table 13. The basis for these projections are assumed values for
income elasticities deriﬁed from estimates made by Heydon and
0'Rourke for Hong Kong and Singapore [8]. The estimates were
adjusted to account ' for differences in fruit types
as was done in a study of the Japanese market and on obser&a—
tions of consumption and income trends in the four different
markets [6][9]1[13]1[14][15]. The values are assumed to be higher,
1.0, in the lower income countries of Tajiwan and Malaysia than in

Hong Kong and Singapore, 0.75.

The projections assume that imported stone fruits maintain
their market share relatiQe to domestic stone fruit in Taiwan.
This assumption is conservati§e since the Taiwan Economic Plan
projects a slow growth in agricultural actiﬁity (1.5 percent per
year) compared to o§erall economic actiﬁity [16]. If the projection

is realized, the imported share of fruit markets would increase.

The projected increase in Taiwan's import demand for stone
fruits (excluding cherries) is 1476 metric tons, 117 percent above
1981's level and the equiﬁalent of 116,000 boxes of 28 pounds. The
increase for Hong Kong is projected to be 4200 metric tons, 28 per-

cent of current usage, and equivalent to 333,000 boxes of 28 pounds.
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The import demand for plums in Malaysia is projected to double, an
increase of 1,000 metric tons or 79,000 boxes. The import demand
for plums in Singapore is projected to almost double, an increase

of 1,800 tons or 144,000 boxes.

The projections depend on the assumptions which underly them.
Other assumptions would yield different results. Those used in
this study are reasonable and provide a guide to the likely

evolution of the market.

The increases in import demand will not result just from
economic and population changes. They will rest principally on
the business decisions made by importers and exporters. The
value of the projections lie in their indication of expanded
opportunities in the four markets. Howe?er, there is no assurance

that California exporters will share in these opportunities.

The numerous assumptioﬁs about elasticities, rates of economic
growth and the staBility of other price influencing factors create
uncertainty about projection results. Decision makers may reduce
their own uncertainty by introducing personal assumptions to the
data pro§ided in this report and arri?ing at appropriate market

evaluations.

TRADE OPINIONS

During the period 30 August through 17 September 1982, 48
interviews were conducted with 70 persons in priﬁate and public
organizations concerned with trade in fruit. Sixteen of the
interviews were conducted in Taiwan, 12 in Hong Kong, 8 in Malaysia
and 12 in Singapore. Interﬁiewees were asked their opinions about
various characteristics of trade and the outlook for market

development.

Traders in Taiwan were optimistic about the growth potential
for California plums. Most liked California's quality and image
and believed that sales would increase as more consumers became
aware that such plums were aﬁailable. One major fruit importer

cited the following factors which will stimulate added sales:
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o incomes will continue to rise;

o consumer awareness will increase over time;

o

dietary preferences are shifting toward light foods;

o California plums are perceived to be a good value because

of their prestige and use as gifts.

Other traders expressed more concern with prices. They
belieﬁed sales could be increased significantly if retail prices
could be closer to the price for Taiwan plums. In 1981, Taiwan
plums sold at retail for approximately 37 cents per pound and
U.S. plums, receiﬁed later in the year, sold for about $1.40 per
pound. One trader belie&ed,that-a price of $1.10 to $1.20 would
moﬁe considerably more frﬁit, although he could not estimate much
more. Such a price 1eﬁe1 would imply an f.a.s. price in California

of $4 to $5 per box.

Comments about the future for nectarines was mixed. Those
who belie?ed that the fruit was not sweet or firm enough for
consumers could see no future for the fruit. Howe#er, one importer
thought that consumer tastes were shifting toward less sweet fruit
and this would favor nectarines, particularly because he thought

that domestic peaches are of poor quality.

Importers in Hong Kong agreed with projections of moderate
growth for plum imports oﬁer the next 10 years. The concensus
was that a 20 to 30 percent growth o&er that period was reasonable
to expéct. They belie&ed that income growth would be a prime .
stimulant for added plum consumption and that price stabilization

would help.

One major importer of plums argued that the fruit market is
saturated and was unlikely to grow as consumer incomes increased.
He belieﬁed that plum imports would increase at the expense of
other fruits. None of the importers interﬁiewed belie&ed that
nectarines had a future in Hong Kong. The primary constraints
were perceiﬁed to be a lack of sweet flavor and a high price

relative to peaches, the principal competing fruit.

One trader suggested that California producers should keep
their eyes on China as an exporter of more temperate fruits in the

future. They are currently an important supplier of peaches and

pears. 67
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Importers in Malaysia believe that domestic fruit production
will expand less rapidly than the general economy. It will supply
a smaller share of future requirements than it does today.

Rapidly increasing rural labor rates will also erode the price
advantage of domestic tropical fruits and this will make imported
fruits more attractiﬁe. Howe§er, one importer belie?ed that
imported apples and oranges would be the principal beneficiaries

of such a change. They have the best potential for market growth.

Reactions were mixed from Singapore traders concerning future
growth patterns. One shipping company executiﬁe estimated that
reefer cargoes from Western United States to Singapore would
increase at about 6 percent per year.err the next 5 years. Impor-
ters generally belie§ed that increased consumer income, more tourist
visits and a continuing "westernization' of tastes would stimulate
added fruit consumption. Howe§er, one importer did not believe
that the United States would share in this growth because U.S. prices
were high relatiﬁe to competing fruits and because local fruits

from Malaysia and Thailand will find greater acceptance.

The interviews in each market reﬁeal that traders and others
concerned with trade share uncertainties about future demand growth.
The uncertainties are similar to those surrounding the economic
projections presented preﬁiously. On balance,’howeﬁer, the concensus
was for moderate growth in plum imports, which is consistentwith the
economic projections. The same concensus was that nectarines would

not share in this growth.

Alternative Development Strategies

The growth projections presented previously require business
decisions to be realized. These decisions involve the choice of a
marketing strategy to capitalize on the growth opportunities presen-

ted by improved consumer income and larger populations.

For California plum and nectarine shippers, the choices are
between:
o maintaining the present export marketing program;

o developing a promotional program to augment the present
marketing efforts

o adopting a new type 8§ export organization.
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MAINTAIN THE PRESENT MARKETING PROGRAM

The present marketing program results from indi?idual
decisions made by a large number of independent shippers,
exporters, brokers and importers. It has worked successfully for
plum marketing but not for nectarine marketing, based on the
increase in shipments to the four markets since 1975. The program
does not include ad?ertising or product promotion, other than
through sales calls, either by pri&ate firms or industry organiza-

tions.

The channels of distribution for imported fruit are fairly
well fixed in the four markets relative to the situation in Japan.
That is, shippers or exporters must deal with importers or importer
agents since Qery few wholesalers or retailers ha&e direct import
buying organizations. In Japan, by contrast, exporters may deal
with importers, wholesalers or retailers (or through their

subsidiary buying organizations).

The operation of this system can be improved, eﬁen if the
basic structure cannot be changed. One way is through frequent
personal contacts between exporters and importers. Businessmen
in Asia place great importance on such contacts and the slow

maturation of personal relationships.

The system can be impro&ed also by better education of the
trade about the fruit that they are handling. Market interﬁiews
and the obser&ation of market practices indicate that many in the
marketing chain are uncertain about the shelf life of fruit, how
to evaluate quality, what fruits can be mixed in containers, and
what Qarieties are aﬁailable and when. The interQiews did not
measure the depth of this problem, but it was particularly

important for nectarines.

Traders suggested that more volume could be moved at higher
prices if grades had smaller tolerances and if sizes were selected

and packed more uniformly. A special export grade may be needed.

Better flavor is a critical factor for expanding sales.
Traders were uniform in their opinion that sweet flavor was a

dominant determinent in fruit selection. This suggests that
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packers should pay particular attention to selecting fruit that will
have a good flavor when it arrives in the distant market. Careful
consideration of fruit maturity and its aging characteristics is

important in this regard.

Very little can be done about pricing. Importers were
generally well informed about California f.o.b. prices and their
variation within and between seasons. They preferred to have more
stable prices and at a 1ower 1e§el Given the fluctuation in
supply and the dynamic relations with competltive frults, it is

unlikely that a more stable price system will evolve.
DEVELOP A PROMOTIONAL PROGRAM

The trade was generally apathetic about programs to promote
the sale of plums. Some importers thought promotion would be

necessary to gain a market for California nectarines.

A promotional program can consist of industry sales contacts
as carried out by the California Cling Peach Ad&isory Board or the
California Table Grape Commission. The sales contacts can be
supplemented with point of purchase promotional material, special
tastings and product promotions in stores, educational materials
or programs directed to the trade or to consumers, and ad&ertising

programs.

Recommendations from the trade concerning a program for
nectarines centered on the need to make consumers more aware of that
fruit. This could be achieved only by gaining the cooperation of
importers and wholesalers and reducing the risk of loss. A system
of selective distribution to one or two importers in each market
might motivate some promotional effort on their part. An introduc-
tory program with sample shipments and consumer tasting in selected
fruit shops would increase trade interest and expand consumer

awareness.

An imaginative suggestion was to link nectarines to the
Chinese Star God of Longevity (one of the 8 immortals from mythology)
through a promotion program. This Star God is pictured in a

standing pose holding a fruit that looks very much like a nectarine.
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The costs of promotion or industry representation programs

vary enormously according to the type of program initiated.

An advertising agency in Taipeh estimated that a seasonal
promotional program in Taiwan, without representation or TV
advertising, would cost $5,000 to $10,000 per year. A program
which included TV adﬁertising would cost $50,000 to $100,000
for the year. A single 30 second TV spot cost approximately
$1,400 in 1982.

Costs were not estimated in other markets but are believed
to be similar to those estimated for Japan [13]. A scheme for
part time representation in Japan in cooperation with other export
representati§es was estimated to range between $10,000 to $15,000
for a short selling season. More complete programs in&ol&ing 1/3
to 1/2 representation and related ser?ices during the year would
cost $35,000 to $60,000. Costs for a full time man and office
were estimated at $70,000 to $100,000 per year. One representative
in Japan estimated his cost for representation and promotion at
about $200,000 per year in 1981 plus contributions from Foreign

Agricultural Service.

If a promotion program had been in place during 1982 when the
United States exported 278,000 boxes to the four markets, the
cost per box for promotion would ha&e ranged between 14 cents per
box for minimum programs in each market ($10,000 each) to 35 cents
per box for a program costing $100,000. Recent (1980) promotional
assessments for plum shipments were 8 cents per box. Clearly,
this leﬁel of assessment on current exports to the four markets
would not repay the cost of representation and promotion in those
markets. However, they are sufficient to initiate a program to
test the effectiﬁeness of a limited promotion program in one of

the markets.
EXPORT ORGANIZATION

Opportunities for amortizing the costs of developing greater
market penetration in Taiwan, Hong Kong, Malaysia and Singapore
are limited by the present organization of the industry. The

options appear to be the development of a very strong brand
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controlled by exporters that take responsibility for market
development. The key is to deﬁelop a strong brand preference and
the ability to charge a higher than average price for it.
Although many importers contend that brand is not an important
factor, others cite the‘suCCess of the Grape King label. It
secures a higher price on the market for grapes sold under that

label than for other grapes imported from California.

A second option is to form a Webb Pomerene Association to
coordinate export strategies to those markets and to permit a
degree of supply control. This could pro&ide the basis by which
market deﬁelopment costs could be amortized and the expenses of

common promotion could be allocated to export shipments.

"Summary
The four markets analyzed in this study are of diverse size
and economic strength. Malaysia and Taiwan have the largest
populations and the least dependence on fruit imports. They both
have high tariffs and import relatively small volumes of plums and

nectarines from California.

Hong Kong and Singapore ha&e small populations that rely on
imports for their fruit requirements. They consume a higher
proportion of imported non-tropical fruits than in Taiwan and
Malaysia. The consumption pattern is, in part, due to higher per
capita income in those countries. Hong Kong is a major buyer of

California plums and Singapore is not.

The populations of Hong Kong and Taiwan are almost entirely
Chinese and they consume similar quantities of fruit per capita.
However, their preferences for plum ﬁarieties differ. The popula-
tions of Singapore and Malaysia are mixed between Chinese, Malays
and Indians. The per capita consumption of fruit is roughly
equiﬁalent in both countries and is significantly below that in

Hong Kong and Taiwan.

Projections of fruit demand are based on expected rates of
population and income growth and depend on assumptions about the

income elasticity of demand for fruit. If the projections are
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realized, then fruit consumption between 1981 and 1990 will grow at
an average annual rate of 3.7 percent in Taiwan and Singapore, 1.9

percent in Hong Kong, and 4.2 percent in Malaysia.

Under similar expectations and assumptions, Taiwan's demand
for imported stone fruit, primarily peaches and plums, will expand
by the equi§alent of 116,000 boxes (28 pounds), 117 percent of
1981 imports. The growth in Hong Kong is projécted to be the
equivalent of 333,000 ques'(28 pounds), 27 percent of 1981 imports.
The allocation between plums, peaches, persimmons and cherries

was not projected.

More detailed import data permitted the projéction of plum
requirements for Singapore and Malaysia. The growth in Singapore's
imports is projected to be 144,000 boxes; 48 percent of 1981
utilization; and the increase in Malaysia's requirements is

projected to be 79,000 boxes, 113 percent above the 1981 level.

If U.S. exports of plums to Taiwan and Hong Kong expand equally
with the stone fruit imports in those markets, and if exports to
Singapore and Malaysia expand equally with total plum imports by
those countries, then U.S. exports to the four markets would be

480,000 boxes in 1990, an increase of 146,000 boxes from 1981.

By similar calculations, exports of peaches and nectarines
would be 9,700 boxes in 1990, an increase of 2,900 boxes from the

1980-82 aﬁerage.

The fruit projections are subject to uncertainties that should
be considered by decision makers. The path of future economic
growth is uncertain and clouded by the problems of world recession
in 1982-83, by the enormous debts contracted by many countries, by
changes in wage rates and commodity &alues, and by shifting political

attitudes.

Consumer behavior is uncertain. It is difficult to accurately
identify past relationships between the purchase of fresh plums and
nectarines and changes in prices and income. Consequently, projec-

tions of future behavior are risky and subject to error.

The import shares for U.S. exporters are uncertain. They

depend on marketing decisions by U.S. and competitive exporters.
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California fruits have a favorable image which provides exporters
with an opportunity to increase their share of expanded demand in

the four markets.

Certain strategies can help U.S. exporters increase their
sales. They involve imprOQing the existing system by establishing
stronger busineés relationships, making the trade more aware about
the characteristics of plums and nectarines, and paying particular
attention to the fla?or;nuiother'quality elements of exported

fruit.

Promotion may be effecti?e in increasing sales to the four
markets. - However, the cost may be too high relatiﬁe to projected
benefits. Current promotional assessment rates on plum exports to
the four markets are adequate to finance a limited promotion
effort in one market. Such a program could proﬁide,the information
needed to eﬁaluate the potential effectiveness of more extensiﬁe
programs. Efforts should focus on increasing trade awareness of

plums and nectarines and their handling characteristics.

Changes in export organizations through joint §entures or a
Webb-Pomerene Export Association are one way to establish and
amortize a market development program. A second way is to develop
exclusive export brand or quality which is sold at a price

adequate to recover market development costs.

The potential for market growth is promising but not
spectacular. How well California exporters do in future markets
will be determined, in large measure, by marketing decisions that

they make now.
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