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CURRENT SITUATION AND ISSUES OF
FOOD PROCESSING INDUSTRY
IN TAIWAN*

Ming-Ming Wu and Tsorng-Chyi Hwang™ "

I ~ Introduction

Food markets in Tabwan provide superior environment for the development of food
processing inclustry under several sconomic, social, and policy conditions in the last decade.
‘The growing per capita income, the changes of consumption behavior, the macroeconomic
condition, and the government policy of supporting strategic food processing are of four ma-
jor factors 1o ensure a sound environment and future expectation of food processing industry
in Taiwan.  To shed some lights on the background conditions, further explanation are con-

ducted below.

" Paper presented at the APO Working Party Meeting for the Survey on the Food Process-
ing Industry, Tokyo, Japan, 7-9 August 1991.  This paper synthesizes the food industry
situation from research outputs of the Food Industry Development and Research Institute,
Taiwan Umversity, Chung-Hsing University, and Academia Sinica in Taiwan. Most Pro-
|ects’ Funding is Supported by the Council of Agriculture, Republic of China.

" " Dr. Wu 1s the professor in the Department of Agricultural Marketing and Dr. Hwang is the
associate professor n the Departiment of Agricultural Econamics at the National Chung-
Hsing University, Taichung, Taiwan, Republic of China.
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The per capita income growth in the Jast decade was significantly larger than that of
population.  When the population increased only 11.6 percent from 1981 to 1990, per capita
income increased from 2.669 o 7,997 U.S. dollars in nominal term, ie. almost two-fold in-
crease.  The great improvement in per capita income has induced the demand for better
’foocl quality and more nutritious products.  Foods like meats, dairv products, baked prod-
ucts, candies, beverages, and tobacco have become dominant industries as for the nuuritious as
well as luxury consumptions.  However, not all food processing industries are developing
steadily with the increased per capita income,

To satisfy the rapid changes of consumer motivation toward products with more de-
pendable. higher nutrition, mose time saving, and greater variety, the marketing sysiem, espe-
clally the stvles of food outlets, have changed and expanded.  These changes in food outlets
can be proved by the rapid cxpansion of convenient chain stores and small-to-large scule com-
posite supermarket chains in Taiwan.  Not only the style of these stores but also the meth-
ods of operation are originally induced from foreign countries such as Japan, U.S.A., and
some European countries. More varieties including imported products can be found in
these stores with popular brand names and beucr packaging outlook o witract all consumers
in major wownships.  As a result, the market share of traditional style in food sales are grad-
ually lost 1o and replaced by modern and convenient markets.

The development of Tuiwan’s macroeconomic environment further supports the grow-

ing potential for food processing industry.  The high growth rates of money supply in the
198Us stimulated consumer prices and depressed interest rates.  The consumer price levels,

however, were not a serious problem on average because of the gradually liberalized domestic
markets as well as the increase of foreign imports.  In 1981, the consumer price was in-
creased 10.3 percent from the prior ycar.  Monetary growth was then contracted o certain
degree before 1984 which produced un average of 2.2 percent increuse in consumer price in-
dex between 1986 and 1990.  The significant increuse of monetary growth in 1986 was not
comsidered 1o be detrimental 1o inflationary control by the Central Bank.  Despite the low
inflation vate, the wage rate for the food indusiry increased 41,1 percent between 1986 and
1990 which squeezed out some of the profit marging and increased the competition for the re-

lated industries.  On the other hand, the discount rates decreased from 11.8 percent in 1981
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1o 4.5 percent between 1986 and 1988,  Lowered interest rates decreased production costs
which compensated some wage increase and pushed up the domestic demand of processed
food.

Moreover, The global exchange rate change in 1983 after the G-7 meeting which signif-
icantly revalued the relative value of the New Taiwan (NT) dollar 1o the U.S. dollar wwice in
the carly 1986 and the late 1987.  The food processing industry thus became less competi-
tive in the world markets and faced more foreign competition in the domestic markets.
More foreign products appeared in Taiwan's markets which has pressured the adjustments of
domestic food sector loward more efficient operation and more inventions o deal with in-
oreased competition.

The development of food processing industry was acknowledged by the government
under the policy of improving value-added for farm producis (Council of Agriculture 1986).
Since the early 1980s, Taiwan's farmers have been suffering from the oversupply of agricul-
tural outputs,  Quiput diversification and educational programs were introduced 10 help solv-
ing the problems.  The important complementary policies were o improve the outlets of
farm products and the food processing technology.  In so doing, the consunption of more
farm outputs as well as the stabilization of farm prices were anticipated (o achieve al an ac-
ceptable level.  Comsidering the tremendous profits that could be involved in the newly cre-
ated processed food and related drinks, food processing research and development has been
greatly promoted by the government.

The development of Taiwan’s food industry was mostly influenced by the above four
factors in the past decade.  The over-time adjustments of related industries can be exposed
from the historical dat.  The following section will provide historical point of view on Tai-

wan's food processing industry.

II ~ Historical Situation of Taiwan’s Food Processing

Industry

Major statistica) data and researches of Taiwan's food processing industry are collected

and conducted by the Food Industry Development and Research Institute (FIDRID) in collabo-
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rale with university professors since 1988.  The funding supported largely from the Council
of Agriculture (COA), and some from the Council for Economic Planning and Development (
CEPD) and the Bureau of Health (BH) of the Executive Yuan.

Table 1 shows the role of food processing industry in Taiwan’s industrial seclor.  The
industrial sector has been growing nearly 63 percent in sale’s value steadily from 1981 to 1989.
The manufacturing sub-sector accounted for the major portion of the industrial sector and
had the growth of 67 percent during the same time period.  Despile of the decreased share
of food industry in total manufacturing output from [1.20 percent in 1981 o 8.34 percent in
1990, the output value of food indusiry increased from 281 billion NT dollars in 1981 to 348
billion NT dollars in 1990, ie. a 23 percent increase. Moreover, lood industry sector
showed increased share in total manufaciuring sector significantly from 7.96 percent 10 8.34
percent between 1988 and 1990,

Inside the food processing sector, the major growing industries are slavghtering, dairy
product, baking, candy, wheat flour, tea, flavoring essence, noodle, beverage, and tobacco.
Most of these industries other than beverage and lobaceo share significant portion of Taiwan’s
food industry.  Other important industries in the range of processed food products with de-
creased sale’s value are canned food, frozen food, dried food, soaked food, edible vegetable
oil, and tea processing.

Except beverage and tobacco, the sale’s value of the slaughtering industry dominates all
listed 22 industries.  The rapidly srowing fast food industry including both western and
Chinese styles in the mid-1980s could be & good reason for the explanation of more consump-
tion of slaughtered meats.  The combination feeds had the second highest sale’s value
among the food processing industries.  In addition, the growing fast food and other restau-
rant businesses also increased the consumption of beverage and wbacco.  In 1990, the sale’s
value of beverage and tobacco was about one-third of food industry.  The imported bever-
age and lobacco products created a very competitive situation in the domestic markets.

Severul food processing industries also exhibil great growing strength.  Dairy products
were provided in g very widespread retail outlet mostly 1o meet the nutritious intake.
Souked food products created various tastes of many agricultural products for consumers.

Wieat and rice products ineluding noodle are largely utilized in the consumption of daily

()
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meals.  In addition 1o the home cooking usage, many flavoring essences were also applied (o
almost all pre-cooked and instant foods.  Other industries such as candy and baking are also
growing rapidly as luxury and quality food.

Four major food industries in Table 1 show great potential future development.  They
are the dairy product, frozen food, edible vegetable oil, and tea processing industries.  All
the above four industries possess the necessary qualifications for further development.  Dairy
product and tea processing industries showed steady growth in the historical data.  From the
nutrition point of view, it is not surprising for the rapid expansion on dairy product sale.
The growth of tea product sale in the domestic market was especially supported by the increas-
ing population of tea consumption under the increased per capita income and the changes of
life stvle.  Although frozen food and edible vegetable oil industries have decreased sale’s
value over time, they maintain great potential of development in the future.  Many Chiness
style prepared frozen products are developed and heavily financed by the government to catch
the possible new market shares of increasing consumption population.  The prometion of
healthy way of eating in Taiwan also opened more space for the invention of refinery veg-
etable oil procucts.

As long as the domestic food markets are expanding over time, the trade struclure of
food products has been changed.  Export value of processed food increased from 1982 1o
1987 and decreased nearly 18 percent between 1987 and 1990, Table 2. The import value of
processed food. on the other hand, increased nearly 75 percent from 1982 10 1988, The last
wo vears of imports showed unstable figures which implied the appearance of greal compeli-
tion in the domestic processed food markets.

Among tlie exported processed food products, the performance was not equal among
the important product categories, Table 3. Only fresh or frozen meats. edible vegelable oil,
dried lood, and baked food and candy had increased exports during 1988 and 1990.  The
gaports of ice cream and ice cream powder increased significantly in 1990, The exporis of
lea products have been decreasing after 1986, Moreover, the eaport of frozen food was en-
couraged in the mid-1980s but kept at wround 40 billion NT dollars per vear after 1987.
Other products showed very unstable movements in the world markets except the rapid de-
crease in canned food exports.

As 1o the imported processed food products, most calegories showed increased sales in
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Table 1. Sales of Food Processing Tndustries in Taiwan Unit: NT§ Mil.
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4. Number in parenthesis indicales percentage of the totol food industiy in 1999,
b. Number in parenthesis indicates percentage that each of the four sub-g -aroups represents of beverage
& tabacco in 1990.
Source : Food Indysiry Development and Research Institute, Food Indlustry Statistical
Inlormation, Tune 1991, ©)
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Table 2. Traded Value of Processed Food Industry in Taiwan Unit : NT$ Mil.
Year Export [mport Surplus
1982 40 5806 23 477 21 109
1983 48 219 29 462 18 757
1984 30 973 33 408 17 367
19835 34 523 32 736 21 767
1956 72 903 39 310 33 303
1987 78 793 40 273 38 320
1988 66 707 45 768 20 939
1989 64 012 37 997 26 013
1990 04 920 40 0688 24 232

Source : Food Industry Development and Research Institute, Food [ndustry Statistical

[nformation, June 1991,

M
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Table 3. Export Value of Food Processing Industries in Taiwan

Unit : NT$ Mil.

o Saughtered Meat  Husked Sugar Edible Vege- Flavoring
Yeu (Fresh or Frozen)  Food & Honey table Oil Essence
1982 138 2 324 3 897 107 1 348
1983 317 3 821 1 701 41 1 130
1984 824 1 697 1 230 374 1 631
1985 944 347 1 165 49 1 967
1586 1 706 824 1 187 263 2 515
1987 2 609 1 111 234 90 2 313
1988 2 487 739 232 203 2 810
1989 23712 828 360 220 2 283
1990 2 991 850 233 455 2 838
Year Combination Frozen Dried Soaked Processed

Feeds Food Food Food Meat
1982 31 15 169 3 632 2 882 43
1983 48 19 352 2 693 2 638 63
1984 160 22 829 2 854 2 482 78
1985 73 29 339 2 925 2 403 A
1986 162 43 248 3 388 2 806 106
1987 687 52 340 3222 2 873 76
1988 2 064 41 935 3031 2 936 40
1989 2 273 39 732 3 347 2 954 84
1990 1 641 42 301 3 430 2 431 37
Year Processed Dairy Canned Baked Food Tea & The

) Seafood I'roduct Food & Candy Replacement
1982 240 1.2 13 892 961 634
1983 483 1.4 13 234 1137 722
1984 367 1.5 13 459 149 926
1985 677 0.3 11 395 1173 98>
1986 736 1.0 12 460 1 429 1112
1987 660 2 9 338 I 236 945
1988 652 4.5 6 643 1 290 720
1989 257 3.7 5 933 13514 583
1990 282 20.6 4 146 1 693 338

o Other Beverage with Beverage With- _—

Yeu Food Alcohol out Alcohol fobaceo

1982 763 117 523 33

1983 607 154 60 3.2

1984 753 113 381 54

1985 721 187 262 4.0

1986 941 154 340 3.2

1987 1 033 140 448 3.2

1988 920 184 435 6.0

1989 1 044 169 322 §52.8

1990 992 184 357 3.7

Source : Food Indusiry Development and Research [nstitule, Food Industey Statistical
Information, June 1991.

®)




—147—
BREEEPLET] S23E, BERIF12R
Table 4. Import Value of Food Processing Industries in Taiwan
Unit : NT$ Mil.

Saughtered Meat  Husked Sugar Edible Vege- Flavoring
Year (Fresh or Frozen)  Food & Honey table Oil Essence
1982 4 279 325 448 1 251 35
1983 5 993 414 716 1 769 76
1984 7 661 889 810 1 837 109
1983 7 329 810 667 1 634 149
1986 11 519 642 1247 1 583 181
1987 11 613 374 1 180 1 386 203
1988 10 476 733 906 1 675 383
1989 367 922 768 2 104 351
1990 221 1 288 1 241 2 338 806
Year Combintion Frozen Dried Soaked Processed
Feeds Food Food Food Meat
1982 441 2 838 2 616 273 1 154
1983 594 3272 1 830 276 1 334
1984 340 3398 1 832 197 L 312
19835 336 3725 2 414 173 810
1986 709 4 119 2 145 24203 435
1987 939 4 139 2 141 1 342
1988 1 092 3 830 3139 321 433
1989 431 6 220 3277 330 435
1990 328 6 580 2 680 340 393
Yeur Processed Dairy Canned Buked Food Tea & The
Seufood Product Food & Candy Replacement
1982 4457 3 464 249 436 10
1983 4 600 5 794 319 683 11
1984 5 474 5 851 410 759 12
1985 4 933 5 988 396 713 31
1956 3 837 6 028 471 958 44
1987 7 063 4 922 782 1 284 59
1988 5029 5 167 1 036 2 469 12
1989 7 153 7 904 1 394 3 263 127
1990 7 013 7 997 1 681 2 473 151
Year Other Beverage with  Beverage With- Tobucco
Food Alcohol oul Alcohol
1982 1 180 8O3 227 135
1983 I 733 I 358 213 334
1984 2 097 1 195 226 369
1983 2 249 1 351 302 42
1986 3 151 836 317 374
1987 3 368 2 545 357 3 871
198Y 3 927 1 774 609 4 188
1989 2 529 1 969 760 3 K33
1990 3 558 2 47 8835 3317

Source : Food Industry Development and Research Institute, Food Industry Statistical Information,
June 1991,

©
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the domestic markets, Table 4. The only exceptions are the fresh and frozen meats, dried
food, processed meat and seafood, and 10bacco.  The most significant increase of imports in
recent years was Lhe flavoring essence product category.  Husked and souked food, edible
vegetable oil, frozen food, dairy product, canned food, baked food and candy, and tea product
categories also had significant growth of imports. Among these product categories, frozen
food had just nearly 13 percent of growth over the latest three vears because of domestic high
competition.  The beverage catcgory without alcohol alse showed significant growth in im-
ports.

Other than the growing sales of the food indusiry, the demand for various kinds of
containers for processed food products also has become important industry without any doubt.
The demand Tor food packaging materials such as glass, metal, boule, paper, plastic, alu-
minum, and other imported soft packages is the derived demand for processed and convenient
foods.  The demand for higher quality food packaging including the contents and designy of
packages was further stimulated as an economic movement approaching affluent society.
According to the midierm report of Lee et al in 1990, the food packaging industry in Taiwan
was al Lthe developing stage.  This industry was expected Lo have tremendous growth in the

forthcoming decade.

Il ~ Current Situation of Taiwan’s Food Processing
Industry

Reports on the cuwrrent situation of food processing industry were performed in FIDRI
with the help from various research institutes in Taiwan.  The major research subjects were
concentrated on fourieen food processing industries within seven major categories which were
acknowldeged us strategic food processing industries,

The most recent available information on market structure, behavior, and performance
of these seven categories are synthesized in Tables 3, 6, and 7. The degree of concentration,
entrance barrier, vertical integration, and firm growth rate indicators are used 1o explain mar-
ket structures.  Firm behavior i described by the policies of pricing, product, and market

expansion adopted in cach industry.  Finally, the industrial performance is expressed by in-

(10)
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dicators of profit rate, productivity, and technology progress.

3.1 Market Structure of Food Processing Industries

The concentration ratio (CR) in this paper is defined as the salc’s value of top four
firms divided by total industrial sale’s value.  Only dairy, frozen prepared meat, frozen pre-
pared fruit and vegetable, and fruit juice indusiries had the concentration ratio higher than 60
percent and were categorized as highly concentrated oligopoly markets (table 5).  Frozen
prepared food and soybean oil industries had the concentration ratio fallen between 30 und
60 percent and were categorized as medium level concentrated oligopoly markets.  The fast
food, tea, peanut oil, and sesame oil industries appear o be very competitive markets.

The entrance barrier can be explained by product differentiation and economies of
scale.  Droduct differentiation is hard 10 measure and is replaced by the advertising density
which representing the desire of firms to differentiate their products.  The higher the prod-
ucts are differentiated, the more difficult the new firm (o enter.  The dairy, frozen prepared
food, and fiult juice industries had the advertising density over 3.5 percent and were catego-
rized as extremely high product differemiiation.  Other industries including the frozen fruit
and veeetable, food packaging, soybean oil, peanut oil, sesame oil, rice bran oil, and mur-
garine industries exhibit low rates of product differentiation.

‘The economies of scale could be simply represented by the ratio of average plant out-
put over total industrial output which becomes the reciprocal of firm numbers.  The dairy,
frozen prepared food. frozen prepared seafood, frozen fruit and vegetable, froit juice, soybean
oil, peanut oil, sesame oil, and rice bran oil industries had the index of scale economies lower
than 3 percent and did not show enirance barrier in the economies of scale.

For the vertical integration, backward and forward integrations wre measurements for
the strength of marketing expansion.  Backward integration i defined as the percentage of
major inputs supplied by own related firms.  Only dairy, frosen seafood, and frozen meat
inclustries showed the larger degree of backward inegration.  Forward integration is pro-
posed as the percentage of output sales from own outlets.  The fast food industry domi-

nated other indusiries in forward integration.  The dairy, frozen prepared food. frozen meat,

(1)
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lea, peanut oil, and sesame oil industries showed significant forward integration while the
frozen seafood, frozen fruit and vegetable, fruil juice, sovbean oil, rice bran oil, and margarine
industries had very low level of forward integration.

The growth in production and value implies the future development of specific industry.
Among these industriz, sesame oil had nearly 1.89 fold of production growth in 1988,  The
dairy, frozen prepare! food, frozen meat, frozen fruit and vegetable, and fruit juice industries
showed great fulure potential of growth.  Comparing the growth of production and output
value, frozen prepured foods were developing value-added products successtully while the
dairy foods also had the potential.  The growth of sale’s value in fast food industry further
proved the changing consumption pattern and habits in recent vears.

Several conclutions on the markel structure of the food processing indusiry in Taiwan
cuan be drawn.  The degree of concentration is positively correlated with the level of verticaul
integration.  Frozen food sub-sector exhibiled significant growth in either production of sale’s
value and {rozen prepared food industry showed developing trend toward more highly value-
added products.  The {rozen prepuied food industry, nevertheless, showed the lurgest aver-
age economics of scale and significant level of product dillerentiation whicl constrain the
freedom of new entrance.  Other than frozen prepared food indusuy, fruit juice industry

also eahibited high Jevel of entrance barrier.
3.2 Firm Behavior of Food Processing Industries

The most popular pricing sirategy of food processing industries were cost mark vp and
demand oriemtation (1:ble 6).  For demund orientation strategy, the popular method was
market price competition.  The cost mark up strategy dominated that of demand orientation
in the dairy, frozen (uepured food, frozen meal, frozen fruit and vegetable, fast food, fruit
juice, food packaging, und sesame oil industries.  The firms in frozen seafood and ten indus-
tries were price takers in very competitive makets,  Moreover, industries having significant
eaport markets adopted price negotiation with traders or foreign buvers while some products

in the frozen meat industry utilized the cost mark up method.

(13)
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Table 6. Firm Behavior of Food Process
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For the product strategy, most important aclions were improving product quality and
tasles, inventing new products, and setting up reasonable prices.  Industry like frozen meat
had most outputs exported to foreign countries request high quality of raw inpul materials.
Industry such as soybean oil required large amount of imported raw malerials would consider
the import union 1o control the input sources and lower input costs.  Moreover, industries
facing very competitive fixed-type products would struggle for invention of new products.

The strategies emploved 1o expand market shares had greatl discrepancy among indus-
tries.  The dairy industry was the only one trving to build up a better marketing network.
Similar o the expansion on marketing channels. the direct sale was preferred by the frozen
seafood, frozen fruit and vegetable, tea. frull juice. soybean oil, and margaring industrigs. In-
dustries with higher production costs and relatively limited markets comparing 1o their produc-
tion capacity such as the sovbean oil and peanut oil industries would consider foreign invesi-
ment 10 expand markets and reduce average cost. Moreover, the advertisement and extension
services were considered as crucial strategies for dairy, frozen prepared food, frozen meat,
fruit juice, and food packaging industries.

As a rusull, the cost mark up and demand orientation were two most crucial pricing
strategies adopted among food processing indusiries.  Product quality, tasies, and reasonable
prices were important product strategies for most firms.  The trend onvard creation of new
products was under the way among these industries.  The advertisement, extension senices,

and the expansion of marketing outlets were also very important strategies for many industries.

3.3 The Performance of Food Processing Industries

The available data showed that dairy industry had the highest profit rate among six in-
dustries (table 7). Only frozen prepared food industry had the profit rate lower than 10
percent.  Other industries did nov supply adequate profit information probably due to the
consideration on business secret.

Lubor productivity is defined as the ol industrial sale’s value divided by total num-

bers of industrial employment.  Frozen prepared food, food packaging, and sovbean oil in-

(15)
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Table 7. Industrial Performance of Food Processing Industries in Taiwan, 1989,

Current situation and issues of [ood processing industry in Taiwan

Fechnical Progeess

Prafn Lahor Captial R&D Technology Ratg ol
Rate Produgtivty Productivily Induction Facility References
Unlization
Industiy i) (1000 NT)(h) e (4)1d) (“e) ()
() Dany 149.50 2032 29 1195 1852 Ligh Wu 190
(B) Frozen Food
3 Prepaned hant 13 1345 242% A Lot young el al. 1¥h
Faod Shau eoal 1994
2 Seafoed A 173 15 52¢ Lunw* NA High* Yuang 1Y
3 Meal NA % NA 167" NA Fligh* Hn [Py
+. Fruit & NA 12" 202t NA NA A Wu el al. 1989
Veaetable
(L) Fast Food 18.20 Y9 NA NA NA NA Lee and Chang 190
(D) Tea*~ 1050 1310 b3 [EX0 NA NA Shiu er. al. 1990
(E) Fiunt 1630 N NA NA NA NA Fiuer. al 1989
Juice**
(k) Fond J&I 1344 185 240 NA [ligh Li et al 1990
pachagine
(C) Edible lats & o
1 §oshean NA i K] [IRE] NA Lo Shiu et al. 1990
Oil
2 Peanul A NA nA Lony** N NA Shiw et al 1990
Oil
3. hesame A NA NA nzme Low** NA Shiu et al. 199
il
4, Rige Bran NA NA N NA NA NA Shiv et al 10
[¢31}
3 Marearine A NA A 1wt ATy A Shiwer al 19U0
Snurce oV arious researeh repons of FIDRL i Tanvan, 1985199

o 1UsT data
O 1URe data
Nz Natavalible
¢ad: Peado sate indes iy represented by 1he percentage of the difference beiween sale’s ineome and cost ovet sale’s incame
() : Average productivity of labor is ohtained from ditiding sale’s value by aumbers of emplosee.
(e} Aserape productiaty of eapital is obtained from divuding sale's value by capital amount.
Yz Caleulated from the peicentage uf R & D gypenses ves wral sale'svalue.

() The vate of facility uiilization is considered as high if the averayge 1ate is above 607 ¢ and low if below 607 n.

(16)



BT (T 5248 RIS 12 —155—

dustries showed very significant labor productivity. [t is not surprising that the fast food in-
dustry had the lowest labor porductivity from it's need for intensive labor employment.

Capital productivily is defined as the total industrial sale’s value over wotal invested cap-
tal.  Again, the frozn seafood industry had the largest capital productivity implying a very
efficient industry.  The dairy, frozen fruit and vegetable, food packaging, and soybean oil in-
dustries exhibited very low capital productivity.  Low capital productivity and high profit rate
of the dairy and food packaging industries may imply highly value-added products.

The technical progress is another important indicator for the evaluation of industrial
performance.  The percentage of research and development { R&D ) expenses over total
industrial sale’s value and the rate of facility utilization explain the lechnical progress.  Most
industries did not put much expenses on R&D mainly because of low scale economies.  The
frozen meat industry with large export marketl had the largest ratio of R&D expenses.  The
frozen prepared food. food packaging, and margarine industries with preference on advertise-
ment and new products had some degree of expenses on R&D.  Other industries showed
very low expenses on R&D.  Moreover, the dairy, frozen seafood. frozen meat, and food
packaging industries had high rates of facility utilization while frozen prepared food and
sesame oil industries eahibited low rates of facility utilization,

Several impressions can be concluded on the performance of food processing industries.
Most industries had the profit rate over 10 percent.  Frozen seafood industry had largest
labor and capital productivity among the industries which implying a very efficient industry.
For indusiry with large exports may need more expenses on research and development in or-
der (o meet international competition. Moverover, frozen prepared food industry may have

more space for rapid growth to increase facility uiilization.

3.4 Available Information of the Food Processing
Industry

There are three periodicals published by FIDRE on the information related to food in-
dustry.  Firstly. the semi-monthly Food Market Information provides current situation and

issues of important food products as well as the general review.  Secondly, the quarterly

(n
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Current situation and issues of food processing industry in Taiwan

Consumer Food News published in March, June, Sepiember, and December reports various
important and special topics such as food nuurition, food safety, healthy food, and more are
expressed and discussed.  Thirdly, the vearly Special Edition of Food Market Review reviews
past and current development on various important food industries as special reports. Al
the stralegic food industries are reported with their future expectations and their comparison

with those of foreign countries.

IV. Current Issues of Food Processing Industry in
Taiwan

The changing consumption patlern particularly toward higher quality products, saniwory
standards, healthy contents, time saving, safety package, and new varieties have created advan-
tageous environment for the food processing industries in Taiwan.  Most industries are try-
ing to differentiate own brand-name products through intensive advertising and promotion as
well as better labelling.  "T'he increasing market competition further request industries putting
more efforls on research and development, operational efficiency, collecting market informa-
tion, and vertical integration.

Among the industrial competition, several market characleristics can be classified for
the explanation of important issues at hand.  Firstly, industries such as frozen prepared food,

frozen seafood, tea, fruil juice, elc. are urning export oricnted production into domestic
market expansion.  The current imporiant tasks are the development of new products and
the improvement of technology, product quality, taste, outlets, market information, and pack-
age.

Secondly, the industries highly depend upon imported input materials such as the dairy,
fruit juice, sovbean oil, and food packaging are searching for ~1 ble supply and lower import
tariffs.  Cooperative import of inputs may be of feasible strategy to assure marketing order,
control quality inputs. and raise profit margin.  With the marketing order in mind, reason-
able pricing is another task 1o cooperate among the industry in order 10 avoid distorted com-
petition on outputs within the domestic markel.  For food packaging industry, the develop-

ment of modern packaging products such as aluminum can, light glass bottle, and better pack-
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aging materials for frozen food as well as microwave food is of great desire.

‘Thirdly, industries such as frozen meat. frozen fruit and vegetable, tea, and soybean oil
are expecting Lhe expansion of exports.  The most important task for these industries are the
development on more processed products for export market to retain added value inside the
border.  Since higher quality, sanilation, and packaging standards are needed for competitive
advantage, careful inspection lo receive quality inputs and the improvement on production
technigue are necessary.  Moreover, the export strategy needs 1o be improved through the
construciton of foreign outlets and the collection of international information.

Forthly, industries such as sovbean oil and peanut oil face limited domestic consump-
tion market.  The most important strategy Lo expand business has become the planning on
parallel foreign investment and open foreign markets.  However, mosl firms are staying al
the planning stage which is highly influenced by limited information on foreign markets and
regulations.

Fifthly, indusiries such as the sesame oil, rice bran oil, and margarine are facing prob-
lems on the improvement of porduction technique.  These industries are strongly demanding
the developemnt of new products from the refinery of by-produets and more skilled personnel
in order 1o expand business.  The small scale property prevailed in these indusiries further
requires higher level of vertical integration.

Finally, the fast food industry is expanding rapidly with the increased eating away from
home.  The underlining change on consumption pattern is affected by the facts of increased
per capita income, small-size family, and opportunity for women working outside.  The most
important 1ask of this industry is 10 obtain agricultural products stably in quantity, quality, as
well as price which needs more help from the government.  The increasing international var-
ieties further enhance the competitive situation which leads most firms o diversify products
and catch alternative consumers., For the Chinese fast foods, the current task will be creat-
ing the fresh product image and elegant consumption environment.

Ta conclude the discussion on the current issues of food processing industries in Tai-
wan, several policy implications are apparant.  Government regulations on food safety. sani-
tation, labelling, packaging, and fair competition are desired to develop orderly markets and

consumers’ confidence.  The research and development investment needs 1o be promoted by
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the industries as well as the government.  Finally, the government should put more effort on
constructing better market information system in order o meet with the rapid development of

the food processing industties in Taiwan.
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