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ECONOMICS OF PROCESSING TOMATOES IN EGYPT

by

Abdel Khalik M. Ashry

Summary

Tomato processing is an important industry in many countries
because its production in seasonal, causing seasonal variation in
prices. There is usually a high proportion of waste if kept'in
fresh form, and consumers prefer tomatoes in many forms for different
uses. Egypt in an important tomato pfoducing country and tomato paste
and juice processing industries are potentially important. Other
countries process a high proportion of their production: 80% in the
U;S.A., Cénada, and Portuga}; 607 in Tunis; 50% in France; and 30%

in Italy.

Consumption of tomato paste in Egypt is increasing because of
several facéors: increased femal participation in the labor force,
increased urbanization, change in consumer preferénces and increased
totalkpopulation. When fresh tomato prices are high consumers
substitutetométo paste for cooking. All of these factors have led to
sharply increasing imports of tomato paste. 1In 1981 Egypt imported
about 15.0 thousand tons of tomato paste at a value of 7.8 million
L.E. Egypt still processes only about 17 of total production into
paste, although the volume of paste produced has increased at an

annual rate of 10.47 since 1965.




The processing industry in Egypt consists of two public sector
firms, Caha and Edfina, plus some other very small private firms.
Caha has four plants, and tomato products represented only about 10.87%
of the total production in 1978-1979. The firm alsé produces frozen
vegetables and a vériety of fruit juices. For Edfina about 7.77% of
its total product mix was tomato products in the same period.
Production of tomato products fluctuates seasonally with the largest
quantities in November and the.smallest in April. There is a negative

relation between quantity processed and price of the raw product.

High and increasing processing costs are considered to be a
determining factor in fetarding the'development of the tomato processing
industry. These costs increased from about 226 L.E. per ton in 1970 to
about ‘839 L.E. per ton in the 1980/1981 season, an inérease of 2717,
while the price received by the companies for the finishéd product

increased from 350 L.E. per ton to 611 L.E., an increase of 174.6%7 As

a result, losses increased from 59 L.E. per ton in 1978 to 228 L.E. in

1980/1981. Some of the increases in the cost of individual items were

as follows:

Packaging: cans increased from 240 L.E./ton in 1973 to 900 L.E. in

in 1979, and then cartons doubled again in prices in April, 1979.

Prices of fresh tomatoes increased from 14.5 L.E./ton in 1970 to

59.6 L.E./ton in 1980/1981 season.

Direct wages increased from 16 L.E. to 35 per ton from 1977 to the

1980/1981 season.

Depreciation increased from 12 to 19 L.E. per ton during the same

‘period.




- Management costs increased from 57 to 157 L.E. per ton durinyg the

same period.

Due to the policy of ensuring low prices to poﬁsumers the
government fixes the price of tomato paste and other products to the
plant. The prices fixed by the government have not increased as
rapidly as costs of processing. For example the cost of a 180 gram -
can of paste rose from 9.3 piasters in 1977 to 11.8 piastéfs in 1979,
but the fixed price remained at 8.7 piaéters. Similarly the price’of
a 380 gram can was fixed at 18.2 piasters while the costs of processing

rose from 19.8 to 24.5 piasters.

A comparison of processing costs with prices of imported paste
at the port of Alexandria indicates that the prices of imported tomato
products are declining relative to the costs of locally produced paste.

The following figures illustrate the case:

Year Price of Imports ’ Cost of Processing in Egypt

1978 503 ' _ 545
1979 ' 454 : 576

1980 474 ' " 611

It can be concluded that the tomato processing industry in Egypt
faces problems of economic viability. Some of the factors contributing

to these problems are:

(1) Raw materials are not available on regular basis and at a

reasonable price. Tomatoes for processing are not available

year-round and also the type of tomato grown has a low juice content.

Pakaging materials have also become eXpensive.




(2) The price of imports is less than than the cost of processing

in Egypt.
It can be recommended that:

(1) Consideration be given to producing a special variety of tomato

suitable for processing.

(2) A system of vertical integration with producers should be set

up to help regulate supply.

Study is needed to determine if packaging materials can be

»produced in Egypt.

The general conclusion of the study is that from a purely economic
point of view if the government desires to provide a good product at
the lowest price to consumers reliance should be placed on imported
tomato producﬁs rather than attempting to expanh domestic processing

at high cost. However, if the primary interest is in developing the

processing industry, consideration should be given to the three

recommendations given above.
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