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Situation and Outlook

Results of amarket study conducted by aloca food company indicete that Taiwan's annua imports of organic foods
are worth approximately NT$300 million ($9.7 million). Organic foods are mostly sold through specidty stores and
some supermarkets located in department stores and upscale communities in northern Taiwan. There are about 1,000
speciaty stores on Taiwan that carry organic foods. On average, these stores are the Size of convenience stores,
stocking from 1,000 to 2,000 items. The fifty largest of these stores have average individua annua sales of only NT$1
million ($32,000). Due to the limited supply of organic foods from both foreign and domestic sources, organic foods
account for only about 30 percent of these stores inventory. Remaining items are food supplements or natura foods.
Items carried by these specidty stores include domestic and foreign organically grown rice, fruit, vegetables, nutritiona
supplements, herbal teas, and naturally grown products. Enzyme powders and vitamin B products, items favored by
vegetarians, are aso stocked. Other popular food supplements often found in these stores include Tabebuia
Avdlanedane, spirulina bio tablets, trace meta tablets, bee pollen, roya jdly, and propolis which is advertised as an
anti-aging agent. In the past most consumers of organic foods were people with specia health needs or members of
religious groups. Today, consumers of organic foods are much broader based.  The new target group for organic food
customers are consumersin their 30's and 40's with higher educations .

According to the Almanac of Supermar kets and Hypermarts on Taiwan, in February 1999 Taiwan had 839
supermarket outlets, of which 548, or 65 percent, belonged to chains. A supermarket is defined as a retailing outlet
which has more than 3,600 square feet of floor space, and which stocks a large variety of consumer food items
including vegetables, fruits, meat and seafood. A chain conssts of at least four stores. Approximately 58 outlets on
Tawan sl organic foods, an increase of 24 outlets as compared with just two years ago. Supermarket managers
consider organic foods to be profitable and trendy. Most organic foods are sold in Taipel and in other population
centersin northern Taiwan. However, supermarkets in centra and southern Taiwan will likely begin carrying organic
products and introducing organic food sections in the near future. One central Taiwan supermarket chain, Sinon, is
planning to set up an organic section in 4 of its 18 stores.

In 1999, two stores specidizing in organic foods opened in the Hainchu Science Park (Taiwan's Silicon Valley) where
most of the employees belong to the organic food target group. Hsinchu is located about one hour’ s drive south of
Taipei. One of these two storesis currently the largest of itskind on Taiwan with annud sales of NT$100 million ($3.2
million). It isabout six to seven times larger than average store that salls organic products. This store aso includes a
restaurant which offers organic and natural meals. To meet the increased demand for hedlthier and safer foods, the
Taiwan Semiconductor Manufacturing Corporation (TSMC), one of the leading semiconductor manufacturersin the
world, plansto contract with these businesses to set up three new organic food outlets in Hanchu Science Park.

In February 1999 a new organic food retailer, Uni-President Organics, was established. This new company was
formed by President Enterprises, Taiwan's largest food company, in partnership with Santa Cruz International,
Tawan'slargest organic food importer/distributor which distributes organic products in about 300 specidty stores
throughout Taiwan. President Enterprises isthe owner of the over 2000 Seven-eleven convenience stores on Taiwan.
Uni-President Organics plans to establish a chain of specidty organic food stores throughout Taiwan. 1ts flagship store
will openin Tape in March 2000.

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #TW0O008 Page2 of 11

In the next year or o, the number of organic food items available on Taiwan is expected to increase from around 1,000
to about 1,500. New-to-market products include organic tofu, soy milk, and soy sauce, processed domestically with
US organic soybeans. The selection of domegtically grown and imported organic fresh produce will expand. In the
past two years the area used for the domestic production of organicaly grown produce has increased two-fold from
600 hectares to over 1,200 hectares. In the next three years annua sales of organic foods on Taiwan is expected to
reach NT$600 million ($19.4 million), double whét it is now.

Popular Imported Organic Foods

The most popular organic foods on Taiwan are vegetables, rice, beans, and lentils. Rice, with the exception of glutinous
rice, and vegetables are generdly grown on Taiwan. Beans, lentils and other products are imported. Popular organic
food imports include dry goods such as tree nuts, dried fruit, black glutinousrice, wheat flour, soybeans, grains, beans,
and lentils. Popular organic beverages include herba teas, gpple cider vinegar, apple juice, vegetable juices, low st
tomato juice, drinks made from wheet grass powder and other fiber powders, and organic red wine. Processed
organic foods commonly imported include pasta and canned soups. Vegetable oils imported include olive ail, sunflower
oil, pumpkin seed ail, avocado oil, tea seed oil, and sesame oil. Some of these are advertised as naturaly grown and
cold-pressed.  Organic sauce imports include soy sauce, miso, and sdlad dressing.  Fresh organic produce imports
include carrots, peppers, broccoli, onions, potatoes, apple, grapes, and oranges. Some new-to-market imported
organic products include malt drinks from Germany, yoghurt powder from Canada, and organic raisins from the US.

Imported fresh produce is usudly not available in the market on aregular basis because foreign supplies are limited,
perishable, and seasonal. According to importers, Alaskan organic carrots, which were imported for the first timein
November 1999, were well received by loca consumers. On average, imported organic fresh produce is priced about
four times higher than conventional products. Imported fresh produce currently on the market are:

* Broccoli at NT$146 for 464 grams ($4.74 for 1 1b)

* Yéelow onions at NT$25 ($0.81) for one 180 gram (6 0z) onion

* Red onions at NT$34 ($1.10) for one 245 gram (9 0z) onion

* Alaskan natural potatoes at NT$20 ($0.65) for one 280 gram (10 0z)
¢ Alaskan organic carrots at NT$87 for 728 grams ($2.82 for 1.6 |bs)
 Grapesat NT$250 for 740 grams ($8.11 for 1.6 Ibs)

* Oranges a NT$300 for 1.82 kg ($9.74 for 4 1bs)

* Fuji applesfor NT$120 ($3.90) for one 335 gram (12 0z) apple.

According to one US State Office in Taipel, which has been actively promoting organic products from that State, in just
the past two years, the number of active Taiwan importers of organic products has increased from about 10 to around
20. Taiwan organic food importers are often owners of specidty stores and digtributors at the sametime. The
community of organic food importers and digtributorsis small and its members interact more like partners than
competitors. For example, an importer who locates and orders a shipment of organic US Fuji apples usualy makes
part of the shipment available to other specidty storesin order to increase turnover. Other stores are eager to take
advantage of such opportunities because they increase the number of products that they can make available to clients.
A representative shop specidizing in organic foods reports that 43 percent of
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the imported organic foods in his store are from Germany; 40 percent from the US; 3 percent from Itay; and the rest
from severa other countries.

Popular Domestic Organic Products

The Taiwan Council of Agriculture (COA—the Tawan equivalent of the USDA) began organic farming trialsin 1986
and began providing organic product extenson services to farmersin 1989. By 1991 small scale commercid
production of organic products had begun. In 1992, a symposium sponsored by the Internationa Sustainable
Agriculture Organization, of which Taiwan isamember, washdd in Taipe. This symposum generated extensive
reporting in the locad media about sustainable agriculture and organic farming.

In 1996 the COA established guiddines for the production of organic rice, fruits, vegetables, and tea. 1n 1997 the
COA began implementation of atrid organic product certification program. Certified product packages carry a COA
Organic Food sticker. Organic farms are supervised by the COA, various agricultural research indtitutes, and district
agricultura improvement gtations. Organic product certification and marketing have posed the grestest chdlenge to the
small domestic organic product sector.

Currently, organic products in Taiwan are produced on about 1,240 hectares. Thisis twice as many hectares as two
years ago. Organic riceis grown on about 530 hectares (up 75 percent from two years ago); tea on 80 hectares (up
260 percent); tree fruit on 160 hectares (up 60 percent); vegetables on 300 hectares (up 580 percent); and various
other products are grown on and additiona 170 hectares. Products grown on these farms are al consumed
domedtically.

Tea. Annud organic tea production is estimated at 80 mt from 80 hectares of certified organic tealand, accounting for
0.1 percent of tota tea production. Locally grown organic teaiis primarily sold at local farm product exhibitions, farm
fars, and in speciaty stores. Dueto its limited production, it isnot available in ordinary retail outlets. The market price
for organic tea varies with quadity, production seasons, the eevation of the production locetion, etc. Each farm’steais
considered to be a unique product; and therefore, market prices fluctuate considerably. However, the lowest price for
organic teais gpproximately NT$15 ($0.50) per tea bag, about three times the price of the least expensve conventiona
tea. Organic green tea powder isaso available.

Fruits Only 160 of the 227,000 orchard hectares on Taiwan are certified for the production of organic fruit. Taiwan's
climate makes it difficult to grow fruits organicaly. The only organic fruits grown on Taiwan are guavas, oranges, and
papayas. According to the COA, organic tea and fruits have not been as successful as organic rice and vegetables.

Rice. Organic riceisa popular item with Taiwan consumers. Nonetheless, certified organic rice production currently
accounts for only 0.3 percent of tota production. Estimated annua organic rice production is 4,500 mt, on a brown
rice bass. Organicriceis priced at around NT$90 per kg ($1.36 per |b), on average about 2.5 times as expensive as
conventiond rice. Organic riceis usudly sold in 1.8 kg bagsin the form of brown rice. Organic riceiswiddy
digributed. It isavailablein al 86 farmer association supermarkets idand-wide and in dl 18 Taipe Agricultura
Marketing Corporative supermarkets. In addition, all 30 Sung Ching supermarket stores, and severd other
supermarket outlets carry organic rice. Organic rice is an indispensable item in al organic/health food specidty stores.
Some traditiona dry goods stores also carry organic rice.
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Vegetables. Certified organic vegetable production area accounts for 0.2 percent of tota vegetable area. The most
popular organic vegetables are leaf and root vegetables such astarot root and sweet potatoes. On average, organic
vegetables cost twice as much as conventional vegetables at NT$40 per 300 gram bag ($1.30 per 10 ounce bag) for
leaf vegetables, at NT$37 ($1.23) for one 550 gram tarot root; at NT$19 ($0.63) for one 460 gram sweet potato; and
are sold in specidty stores, and in supermarkets located in department stores in upscale communities. As of thiswriting
there at least 58 supermarket outlets where organic vegetables are available in northern Taiwan.

Prices for organic vegetables vary with the digtribution channdl. At present, Seedz Farm Limited is the top distributor
of organic vegetable to supermarkets. Seedz vegetables are certified organic by the Mokichi Okada Association
(MOA—see the Certification section below) in partnership with the Liu Kung Agriculture Foundation, a private | ab.
(MOA wasthe firg private certifier of organic productsin Taiwan.) About 58 supermarket outlets on Taiwan market
organic products.

Twenty-eight of these stores contract with Seedz Farm Limited for organic vegetables. These supermarket outlets are
located in northern Taiwan, mostly in Taipe department stores. V egetables distributed under contract by distributors
like Seedz are the highest priced, averaging NT$45 per 300 gram bag ($1.46 per 10 oz bag). These prices do not
vary from store to store.

The Sung Ching chain in northern Taiwan contracts directly with organic farms for organic vegetables which are sold in
its 30 stores for an average price of NT$35 per 300 gram bag ($1.14 per 10 oz bag). The prices of these organic
vegetables are adjusted from store to store according to market conditions. Specidty stores and other supermarket
outlets aso contract directly with farmers for organic produce. Vegetables ddivered to individua stores or
supermarket outlets by individua farms are priced on average at NT$40 per 300 gram bag ($1.30 per 10 ounce bag),
compared with an average NT$17 to NT$20 per 300 gram bag ($0.55 - $0.65 per 10 ounce bag) for conventional
vegetables.

Others. The number of plots certified for production of specia herbs and vegetables, which are considered by
Chinese/Jgpanese tradition or lore to have specid hedth benefits, are dso growing. The most popular productsin this
category are ashitabateaand yams. Small quantities of strawberries and buckwhesat are adso beginning to be produced
organicaly.

Other Health Food Programs

Before the COA began certifying organically produced products, it established the Good Agriculture Practices
(GAP) program which is currently in operation concurrent with the organic certification program. Fruits and vegetables
that carry the GAP gticker are produced on farms that participate in this program. GAP products must meet gtrict
pesticide resdue standards. Most GAP products are sold in local farmer association supermarkets, co-ops, and new-
to-market Country Fresh convenience stores.

In March 1998, the first of saven Country Fresh CIS (Corporate Identity System)/CV C stores opened on Taiwan.
These Taiwan farmer association stores promote and sell only domestically grown and processed food products. The
average Country Fresh store has about 5,400 to 10,800 square feet of floor space. Thisis about one-third the size of
atypica farmers association supermarket. These stores carry only certified organic, GAP, CAS (Chinese Agriculturd
Standards), and GMP (Good Manufacturer Practices) food products that have been produced domestically.

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #TW0O008 Page5of 11

Because organic products must be grown on land that has been fallow for a certain length of time, and must be grown
using certain cultivation practices, some farmers, who want to grow organic products, cannot afford to. These farmers
can opt to produce naturally grown products, for which the criteriais not as stringent. The most popular naturaly
grown products are sesame and tea seeds which are used to produce cold pressed sesame and tea seed ail.

In addition to registered organic lands, there are salf-proclamed organic farms. Produce (generdly vegetables) from
these sdf-pronounced organic farmsis usualy produced on contract for distributors and direct buying groups. The best
known buying groups are the Housemakers Union Association and the Organic World Corporation. These buying
groups have established their own organic standards and maintain them through frequent farm visits and educationa
seminars.

Domestically Processed Organic Foods

Thefirst processed organic food products manufactured on Taipel were organic tofu and soymilk both made from
imported US organic soybeans. These products appeared on the market in 1999 and are certified organic by the
China Organic Agribusiness Association (COAA—see the Certification section below). In 1999 Taiwan imported
approximately 200 mt of US organic soybeans. Since the gppearance of organic soymilk and tofu, food processors
have aso begun to manufacture organic cereal powder from imported organic grains, beans, and lentils, and to
manufacture organic soy sauce from organic US black beans. One company plans to produce organic noodles and
Seamed breads from organic wheat flour obtained by milling organic wheset. 1t islikely that more domegtically
processed organic products made from imported and domestic inputs will appear on the market in the near future.

Certification

In January 1997, the COA initiated atrid, small scale, organic product certification program. In March 1999, it
edtablished an idand-wide program. At that time it published National Organic Standards, Guidelines Governing
Accredited Certifiers of Organic Products, and Organic Supervisory Committee Guidelines. The Organic
Supervisory Committee conssts of between 15 and 23 COA officials, extension workers, and academics.
Enforcement of nationd organic standards and guidelines governing accredited certifiers of organic products isthe
respongbility of this Committee. COA agricultura research indtitutes and extension stations provide farmers who want
to grow organic products with technical support. The COA in turn certifies farmers who meet the necessary criteria
Because the COA does not have enough personnd to run this program, this responsibility is dated to be transferred to
not-for-profit entities by July 2000. After the trangtion, the COA will continue to provide technica support to farmers
and to the entities that receive its accreditation to certify organic products.

Currently, in addition to the COA, there are three entities on Taiwan that certify organic products. the Mokichi Okada
Asociation (MOA) International Foundation for Natura Ecology; the China Organic Agribusiness Association
(COAA); and The Taiwan Organic Production Association (TOPA). These private entities dl began certifying to their
own standards one or two years ago. MOA was the first entity, public or private, to certify organic products on
Tawan, beginning in December 1997. All three have applied for COA accreditation as certifiers of organic products,
but none has yet recaived COA’s gpproval. All COA accredited entities will be required to apply the COA’s March
1999 nationa organic standards.
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National Organic Standards

Tawan's Nationd Organic Standards include organic and adjusted-organic standards. The adjusted-organic
classfication is gpplied mosily to perennid plants such asfruitsand tea. To qualify as organic, vegetables and rice must
be grown without the use of any chemicas, including pesticides, herbicides, and chemicd fertilizers. Smadl amount of
chemicd fertilizers and pesticides are alowed in the cultivation of adjusted-organic tea and fruit, but no herbicides are
dlowed. In the production of adjusted-organic tree fruit, not more than 20 percent of norma amounts of nitrogen,
phosphorus, and potassium fertilizers can be used; and in the production of adjusted-organic tea, not more than 30
percent of normal amounts of nitrogen fertilizers can be used. Adjusted-organic tea bushes and fruit trees can be
sprayed with fungicides and insecticides, but only before the emergence of tealeaves and the onset of fruit.

Tawan National Organic Standards do not cover processed agricultura products, livestock products, poultry
products, or dairy products. However, the COA is expected to establish organic standards for these productsin the
future, and to include them in the National Organic Standards that already in place. 1n mid-1999 one farm began
producing organic chicken eggs for sde through commercid channedls. A dairy farm isin the process of transforming
itsdf into an organic milk farm.  Although the processis not yet complete, thisfarm’s milk is dready commanding
premium prices.

Developing Marketing Channels

The Internet. E-commerce and home ddivery are becoming more and more popular on Taiwan. E-commerce and
Internet home ddlivery companies will not be long in coming. Marketers of organic products will no doubt make use of
this technology to expand their market. The COA recently established a web Ste at www.brandfoods.org.tw where
consumers can order products advertised by farmers. The COA aso recently established a homepage at http://Ae-
organic.ilantech.edu.tw to promote organic production and consumption to the generd public, the food industry, and
academics.

Vegetarian Restaurants Organic food restaurants affiliated with organic/health specidty stores are becoming more
prevaent. Some of them offer training to the public on the preparation of high fiber, high cacium, low sdt, and low fa
dishes. They encourage the increased consumption of raw vegetables, organic cered's, and sprouts grown from organic
seeds. A large percentage of imported organic dry grains, beans, lentils and seeds are used to produce organic
sprouts.

Import Policy

Tawan does not have specific import regulations for organic foods. All import regulations for conventiona foods aso
apply to organic products. Fresh fruit and vegetable imports must meet Taiwan's phytosanitary and pesticide resdue
sandards. Mesat and fishery products must meet Taiwan's quarantine/food health requirements. Processed foods must
meet labeling and food additive requirements. In August 1999, Taiwan's Legidative Y uan passed the Health Food
Control Act. All foods, including organic foods, that make biologica or medicd clams for humans must apply to the
Food Sanitation Bureau of the Department of Hedlth (FSB/DOH) for a product license before they can be distributed.
Import requirements and the enforcement of rules covering Customs clearance of imported food products are
frequently modified. It isrecommended that US exporters contact their Taiwan importers directly to ensure that
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product specifications and labeling meet Taiwan regulations. The FSB/DOH does not scrutinize organic food imports
more stringently than imports of conventiond food products. Food imports fraudulently labeled as organic are in
violation of Tawan's Fair Trade Law and the responsible partieswill be punished.

Taiwan Importers/Distributor s of Organic Foods

AlfafaFoods International Corporation

1F, 10, Lane 430, Fu Hsing N. Rd., Taipel 110, Taiwan
Tel : 886-2-2503-0707 Fax : 886-2-2504-5357
E-mail:afafood@ms38.hinet.net

Mr. S. Andrew Lin, Genera Manager

Fu Yueh Li Internationa Co., Ltd.

1F, 270, Ching Wu Rd., Fengshan City, Kaohsung Hsen 830, Taiwan
Tel : 886-7-710-2777 Fax : 886-7-710-3987

Ms. Sherrie Tyan

Green Advocates Co.

13-2, Din Kan &, San Chung City, Taipel Hsen 241, Taiwan
Tel : 886-2-2999-5228 Fax : 886-2-2995-9736
E-mail:gncootp@ms15.hinet.net

Ms. Mdodie Chen, Generd Manager

Highope Food & Pharmaceutica Co., Ltd.

9F, 502-1, Chung Ming Rd., Taichung 404, Taiwan
Tel : 886-4-203-6875 Fax : 886-4-203-6924
E-mail:jointwe @ms18hinet.net

Mr. George Liu, President

Hsing Yi Feng Co., Ltd.

1F, 21, Lane 43, Shuang Cheng St., Taipel 104, Taiwan
Tel : 886-2-2596-5196 Fax : 886-2-2598-2841

Mr. Hao Y ang, Generd Manager

Jh Cheng Y uan Organic Agriculture Co.

153, Chung Kang &., Taichung 407, Taiwan
Tel : 886-4-426-2997 Fax : 886-4-426-1780
Mr. Ming Lung Kao, Manager

JT Products Inc.

13, Shang Ming 2nd ., Taichung 407, Taiwan
Tel : 886-4-255-2357 Fax : 886-4-255-2521
Ms. Amy Huang, Generd Manager
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Kokumori Foods Co., Ltd.

18, Lane 10, Chung Hsao E. Rd., Sec. 3, Taipal 106, Taiwan
Tel : 886-2-2771-7166 Fax : 886-2-2778-2505

Mr. Kakamoto Komei, Generd Manager

Mesm Trading Co.

359, Fuh Der ., Taipei 115, Taiwan

Tel : 886-2-2651-8333 Fax : 886-2-2651-8341
Mr. Roger Lu, Presdent

ML Health Food Co., Ltd.

Rm. 403, 129, Sung Chiang Rd., Taipal 104, Tawan
Tel : 886-2-2501-5433 Fax : 886-2-2501-5394
Ms. Mey-Jao Lin, Presdent

Natural Goods Co., Ltd.

B1, 16, Alley 4, Lane 27, Jen-Ai Rd., Sec. 4, Taipe 106, Taiwan
Tel : 886-2-8773-1929 Fax : 886-2-8773-1129
E-mail:naturgds@pristine.com.tw

Mr. Kevin Chang, President

Nature Alive Enterprise Ltd.

34, Takang St., Kaohsiung 807, Taiwan

Tel : 886-7-225-1229 Fax : 886-7-222-5529
Mr. Chin Cheng Huang, President

Orange Marketing Company

36, Lane 162, Science Park Rd., Hsinchu 300, Taiwan
Tel : 886-3-564-1618 Fax : 886-3-564-1628

Mr. Jen Tung Huang

E-mail:orangemk @tptst.seed.net.tw

Organic World Corporation

60, Wukung 5th Rd., Wuku Industrid Park, Taipel Hsen 248, Taiwan
Tel : 886-2-2298-9186 Fax : 886-2-2298-9315
E-mail:organicO@ms23.hinet.net

Ms. Mally Lee

UNI-President Organics Corp.

1F, 15, Lane 14, Szu-Wei Rd., Taipel 106, Taiwan
Tel : 886-2-2701-3310 Fax : 886-2-2702-4121
Mr. David Chiu, Presdent

Ms. JessicaWu
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Sheng Chung Industrid Corp.

76, FuHsing S. Rd., Sec. 1, Taipei 106, Taiwan
Tel : 886-2-2731-6099 Fax : 886-2-2731-6096
Mr. Andy Wang, Sales Manager

Shiang Chwen Co., Ltd.

12, Weh Chang Rd., Taipel 111, Taiwan

Tel : 886-2-8866-2958 Fax : 886-2-8866-2998
Mr. Jones Chiu, President

Sinon Corporation

23, Md Chung W. Rd., Sec. 1, Taichung 403, Taiwan
Tel : 886-4-693-6000 ext. 211 Fax : 886-4-693-2626
E-mail:jack@mail.dnon.com.tw

Mr. Jack Chiou, Manager of Intl. Trade Dept.

Stuttgart Enterprise Co., Ltd.

158, Chung Y uan Rd., Chungli City, Taoyuan Haen, 320, Tawan
Tel : 886-3-451-0972 Fax : 886-3-451-1085

Ms. Angdika Chen, Chairman

Sunny Star Organic Internationd Inc.

152, Feng Yang Rd., Feng Y uan City, Taichung Hsen 420, Taiwan
Tel : 886-4-523-0133 Fax : 886-4-529-8377
http:/Aww.sunnystar.com.tw

E-mail:hung3111@msA4.hinet.net

Mr. Hung-TaLi, Manager
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