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1. Background  

The need for tomato processing usually arises from a need to preserve the product for cooking purposes or to add value for extra income. 

Tomato processing is in its infancy stage  in Ethiopia. Currently, there are only two private and one public tomato processing factories in the country. As shown in the following table, the daily processing capacities of the privately owned factories range from 1250 to 8000 cans. The public plant processes about 435 tons per year. One of the privately owned plants is located in North Gondar Zone of Amhara region and the other one is located in Sidama Zone of Southern, Nations, Nationalities and Peoples’ Regional State. The public plant is located in the central part of the country.  The  processing capacity of the existing plants in the  country is shown in the following table.  

Table1: Tomato Paste Processing Capacities of Existing Plants in Ethiopia.
	No.
	Name
	Ownership
	Major Products
	Plant Production Capacity

	1
	Melege Wendo Food Processing Factory
	Private
	-     Tomato paste

       (850gm.can)

-     Tomato paste

       (410gm. can)
	· 5000 in a single shift operation of 8 hours per working day

- 8000 in a single shift operation of 8 hours per working day

	2
	Gondar Food Processing Factory
	Private 
	-    Tomato paste

      (850gm. can)


	- 1250 in a single shift operation  of 8 hours per  working day

	3
	Merti Processing Factory
	Public
	-    Tomato paste
	-  43,500 qt/year



                                 Source:  ELIFORA - Food Processing and Livestock Operation,2005; Seifu Gebremariam  (EARO), Status of Commercial Fruit Production in Ethiopia, P.23 

Out of the various forms of processed tomato, the major product presently produced and consumed in the country is tomato paste. The country’s average production of tomato paste is less than 1500 tons a year. At present, Ethiopia does not export processed tomato to the international market because of limited production capacity. In fact, the country imports various forms of processed tomato in order to satisfy the growing local demand. Table 2 below shows production of tomato paste in the country from 1995/96-2001/02.
                            Table 2: Production of Tomato Paste in Ethiopia
	Year
	Output(in ton)
	Average producer price per unit (in birr)

	2000/01
	1730
	12888.57

	2001/02
	555
	12888.00

	2002/03
	2876
	11383.33

	2003/04
	1846
	11180.21

	2004/05
	1846
	11180.21

	2005/06
	1790
	11236.92

	2006/07
	1837
	10752.00


                              Source: CSA, Statistical Abstract, Industrial Survey.

Most of the tomato produced in the country is sold locally and in the international market in fresh form. The country exports fresh or chilled tomato mainly to Djibouti and the Sudan. Table 3 below shows the amount of fresh or chilled tomato export from 2002-2004 by country of destination. 

Table 3:  Ethiopia’s Export Volume and Value of fresh or Chilled Tomatoes 

	Country
	2002
	2003
	2004

	
	Qty(kg)
	Value(Birr)
	Qty(kg)
	Value(Birr)
	Qty(kg)
	Value(Birr)

	Djibouti
	311,8795
	7,565,134.31
	3,305,712
	8,086,297.00
	4723245
	11906721.00

	Sudan
	2,500
	6051.36
	4000
	9731.12
	
	

	Australia
	
	
	100
	250.00
	
	

	SVALBARD AND JAN MAYEN ISLANDS
	 
	
	
	
	2750
	6706.93

	united states
	
	
	
	
	300
	731.61

	Total
	3121295
	7571185.71
	3309812
	8096278.10
	4726295
	11914159.54


Source: Ethiopian Customs Authority, 2005

2. Government Policy  

The national development policy of Ethiopia is Agriculture- led Industrialization. The country’s industrial development strategy, which has been launched by the Government recently, encourages agriculture-led, export-oriented and labor-intensive industries which are all interrelated and interdependent. The Strategy identifies special industrial sectors and sub-sectors as exclusive important, deserving special attention and direct support to secure rapid development. Agro-processing, meat processing, textile and garment, leather and leather products, construction industries and development of micro- and small- scale enterprises are areas which are given priority, by the Government, as special industrial sectors and sub-sectors in the industrial development strategy of the country

3. Resource Base 

Tomato is the basic raw material required for the production of processed tomato and it is produced in sufficient quantity and quality locally. It is both produced by small-scale farmers and commercial growers in the country. The bulk of tomato production is concentrated in river valleys and lakes especially in the Awash Valley and around Lake Zwai for their favorable growing conditions, good access to market outlets and better infrastructure and other facilities. The current productivity of tomato farms is 105 quintals per hectare. However, it is 250 and 400 quintals per hectare at the demonstration and research plots, respectively
.

In 2001/02, approximately 3,300.55 hectares of private holdings were under tomato cultivation and the total volume of fresh tomato harvested was 347,277.48 quintals, according to the figures of the Central Agricultural Census Commission, Statistical Report on Farm Management Practices, Livestock   and Farm Implements Part I(2003) of Ethiopia. On the other hand, production of tomato on state farms in the past ten years is shown  in table 4 below. 

              Table 4: Production of Tomatoes (2003/04 – 2007/08)

	Year (E.C/G.C)
	Area Cultivated (ha)
	Total production 

	2003/04
	3761
	752200

	2004/05
	2919
	583800

	2005/06
	4788
	957600

	2006/07
	
	

	2007/08
	36382
	7729141


                     Source: MoRAD

4. Market
Tomato and tomato products are important part of human diets. Currently, tomato has a higher consumption rate in developed countries and is often referred to as a luxury crop. In developing countries, tomato has become important part of the food basket as well. It is also the most widely consumed vegetable in Ethiopia. The level of processed tomato imports to the country has been rising in the past five years. The import volume of processed tomato products increased from 231.2 tons in 2000 to 506.8 tons in 2004. On average, the country imported about 340 tons of processed tomato with a value of Birr 2.25 million every year between 2000 and 2004 some of the increase may be due to the rising public awareness of the health benefits of processed tomato products in the diet. Ethiopia’s import figures shown in table 5 are clear evidence that there is strong local demand for processed tomato in the country.

Table 5: Ethiopia’s Import of Processed Tomato Products (2000 -2004)

	Product types
	2003
	2004
	2005
	2006
	2007

	Tomato juice, unfermented, not containing added spirit
	Quantity(kg)
	16843
	8267
	5787
	1167
	1653

	
	Value(Birr)
	121923
	55746.18
	52927
	7242
	9715

	Tomato ketchup and other tomato sauces
	Quantity(kg)
	521388
	469086
	841512
	249083
	841512

	
	Value(Birr)
	3070371
	3483712
	6435918
	1491213
	6435918

	Tomatoes, preserved otherwise than by vinegar or acetic acid, nes
	Quantity(kg)
	4802
	18719
	22468
	154800
	264112

	
	Value(Birr)
	131587.7
	135904.2
	134750
	1100813
	2249710

	Tomatoes, whole or in pieces, preserved other than by vinegar, etc
	Quantity(kg)
	7288
	10693
	32180
	54134
	178570

	
	Value(Birr)
	43865.54
	50959.56
	149747
	310102
	1278979

	Total 
	Quantity(kg)
	550321
	506765
	901947
	459184
	1285847

	
	Value(Birr)
	3367748
	3726322
	6773342
	2909370
	9974322


           Source: Ethiopian Custom Authority, 2005 

5. Incentives

To encourage private investment, the Ethiopian Government has developed a package of incentives under Regulations No.84/2003 for investors engaged in new enterprises and expansions, across a range of sectors. These incentives are available both to foreign and domestic investors and the said Regulations doesn’t discriminate between a foreign and domestic investor or between foreign investors of different nationalities. The type of incentives that are available both to foreign and domestic investors are the following:

     5.1. Customs Duty Exemption

· A 100 percent exemption from the payment of import customs duty and other taxes levied on imports is granted to investment capital goods and construction materials necessary for the establishment of a new enterprise or for the expansion or upgrading of an existing enterprise as well as spare parts worth up to 15 percent of the value of the imported capital goods;  

· Investment capital goods imported without the payment of import customs duties and other taxes levied on imports may be transferred to investors enjoying similar privileges;

· Exemptions from customs duties or other taxes levied on imports are granted for raw materials and packing materials necessary for the production of export goods. Taxes and duties paid on raw materials and packaging materials are drawn back at the time of exports of finished products.  The voucher system and bonded manufacturing warehouse facilities are also in place.

·  All goods and services destined for export are exempted from any export and other taxes levied on exports.

      5.2. Income Tax Exemption
· Any income derived from an approved new manufacturing, agro-industrial or agricultural investment is exempted from the payment of income tax ranging from 2-8 years depending up on the area of investment, the volume of export and the location in which the investment is undertaken.

· Income derived from an expansion or upgrading of an existing manufacturing, agro-industrial or agricultural enterprise is exempted from income tax for a period of two years if it exports at least 50% of its products and increases, in value, its production by 25%.

     5.3 Loss Carry forward
Business enterprises that suffer losses during the tax holiday period can carry forward such losses for half of the income tax exemption period, after the expiry of such period.

6. Remittance of Funds
Foreign investors are entitled to make the following remittances out of Ethiopia in convertible foreign currency at the prevailing rate of exchange on the date of remittance:

· Profits and dividends accruing from investment;

· Principal and interest payment on external loans;

· Payments related to a technology transfer agreement; 

· Proceeds from the sale or liquidation of an enterprise;

· Proceeds from the transfer of shares or of partial ownership of an enterprise to a domestic investor;

· Expatriate employees may remit, in convertible foreign currency, unspent salaries and other payments accruing from their employment in hard currency.
7. Investment Guarantee and Protection
In Ethiopia, both the Constitution and the investment Code protect private property.  Ethiopia is also a member of MIGA, which issues guarantees against non-commercial risks to enterprises that invest in signatory Countries.  Besides, the Country has signed bilateral investment promotion and protection treaties with a number of Countries and is also in the process of signing such treaties with a number other Countries.

            8. Cost of Land and Utilities(
     In Ethiopia land is public property.  Both urban and rural land is available for investment on leasehold basis.  Lease right over land can be transferred, mortgaged or sub-leased together with on-build facilities.  Leaseholders have the right to use urban land for up to 60 years in Addis Ababa and in a town designated as of the grade of Addis Ababa, and up to 80 years in other towns.  The period of lease may also be renewed.

The average costs of land in industrial zones designated so far are as follows;

· Addis Ababa …………….US$ 15.2-256.7 per m2 for the lease period

· Dire Dawa…………… ….US$ 0.158-1.01 per m2 for the lease period

· Oromia…………………..US$ 0.14-0.15 per m2 per year

· Southern Nation,

      Nationalities and Peoples’

      Regional State……….…..US$ 0.01-0.1 m2 per year 

· Amhara…………….……US$ 1.58-6.21m2 per year 

· Tigray*( ………………….US$ 0.11-0.21 m2 per year

8.2 Utilities 


     The cost structure of utilities is as follows:

a) Electricity

· Low voltage time-of-day industrial: 


Equivalent flat rate…………..…US$ 0.062 per KWh

· High voltage time-of-day industrial 15kv:  

            Equivalent flat rate …………….US$ 0.042 per KWh

· High voltage time-of-day industrial 132kv:  


Equivalent flat rate……………. US$0.039 per KWh.

b) Telephone

· Fixed telephone………………….US$ 0.023 per six minutes

· Mobile telephone 

· Mobile to mobile………....US$ 0.082 per minute

· Mobile to fixed………...…US$ 0.085 per minute

c) Water (in Addis Ababa)

· Residential

· 0-7 m3…………………....US$ 0.181 per m3
· 7-20 m3……….……….…US$ 0.323per m3
· above 20 m3  …………….US$ 0.425 per m3
· Non-residential…………………US$ 0.425 on customer’s total consumption

9. Taxation

    The principal tax rates of the Country are as follows:

· Corporate income tax…………..……….30%

· Turnover tax

· From goods supplied to the 

 local market and rendering

 of  construction, grain mill,

 tractor, combine harvesting 

 services undertaken in the 

 Country……………………….2%

· On other sectors……………..10%

· Excise tax………………….……..…..10-100%

· Customs duties……………….…..……0-35%

· Export tax………………………………..nil

· Withholding tax………………………….2%

· Value added tax…………………..…….15%

· Dividend tax…………………………….10%

· Royalty tax…………………………...…..5%

· Capital gains tax

· Shares of companies…………….30%

· Building held for business,

  factory and office………………15%

· Building held for residence.. …....nil

· Income tax from employment …    ……..0-35%

10. One-stop Shop Service

Foreign investors obtain pre-and post-approval services from the Ethiopian Investment Agency (EIA).  In addition to facilitation and promotional services, the EIA offers the following services under the one-stop shop arrangement:

· issuance of investment permit……………………….…….….in  6 hours  

· issuance of commercial registration certificate ………………» 6   »
· issuance of  business license ………………………………….» 6   »
· issuance of work permit…………………………………….…» 2 hour

· registration of technology transfer agreement………….……..» 1 hours

· registration of export oriented non-equity based

      foreign collaboration………………………………………….» 1 hour

· facilitation of the acquisition of land and utilities . 

The Ethiopian Investment Agency also facilitates the acquisition/provision of land/utilities and residence permit/visas for investors. 
Thus establishing tomato processing industry in the country is a viable business mainly due to favorable agro- climatic conditions, the growing local demand, abundant and inexpensive labour force and the availability of sufficient raw materials, tomato. 

� .   The Factory uses 50% and 48% of its capacity to produce tomato and fruit products respecting.  This production varies greatly depending on demand for the products.   


� .Lemma Dessalegne(EARO), Tomatoes Research Experiences and production Prospects, Research Report No.43


( US$ 1= Birr 8.8328 (as of April 9,2005)


(( Free of charge if the investment is Agro-industry and exports at least 50% of its output. 
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