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Disclaimer

The findings, interpretations and conclusions expressed do not necessarily reflect the views of
the Board of Directors or the Members of the Pakistan Business Council or the companies they
represent.

Any conclusions and analysis based on the data from ITC Trade Map, Federal Board of Revenue,
Pakistan Bureau of Statistics, the World Bank, International Monetary Funds, Statista, Pakistan’s
Ministry of Commerce, the World Trade Organization and the State Bank of Pakistan are the
responsibility of author(s) and do not necessarily reflect the opinion of these agencies. Although
every effort has been made to cross-check and verify the authenticity of the data, the Pakistan
Business Council, or the author(s), do not guarantee authenticity of the data used in this work. All
data and statistics used are correct as of 20t September 2022 and may be subject to change.

For any queries or feedback regarding this report, please contact
samir@pbc.org.pk or anum@pbc.org.pk
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The Pakistan Business Council

An Overview

The Pakistan Business Council (PBC) is a business policy advocacy platform, established in 2005
by 14 (now 97) of Pakistan’s largest private-sector businesses and conglomerates, including
multinationals. PBC businesses cover nearly all sectors of the formal economy. It is a professionally-
run organization headed by a full-time chief executive officer.

The PBC is a not-for-profit entity, registered under Section 42 of the Companies Ordinance 1984.
Though it is not required under the law to do so, the PBC follows to the greatest extent possible,
the Code of Corporate Governance as applicable to listed companies.

The PBCis a pan-industry advocacy group. It is not a trade body, nor does it advocate for any specific
business sector. Rather, its key advocacy thrust is on easing barriers to allow Pakistani businesses
to compete in regional and global arenas. The PBC conducts research and holds conferences and
seminars to facilitate the flow of relevant information to all stakeholders in order to help create an
informed view on the major issues faced by Pakistan.

The PBC works closely with the relevant government departments, ministries, regulators and
institutions, as well as other stakeholders including professional bodies, to develop consensus on
major issues which impact the conduct of business in and from Pakistan. The PBC has submitted
key position papers and recommendations to the government on legislation and other government
policies affecting businesses. It also serves on various taskforces and committees of the Government
of Pakistan as well as those of the State Bank, SECP and other regulators with the objective to
provide a private sector perspective on new initiatives and reforms.
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The PBC’s Founding Obijectives

The major objectives of the PBC as stated in its founding documents are:

To provide for the formation and exchange of views on any question connected with the conduct
of business in and from Pakistan.

To conduct, organize, set up, administer and manage campaigns, surveys, focus groups,
workshops, seminars and field works for carrying out research and raising awareness in regard
to matters affecting businesses in Pakistan.

To acquire, collect, compile, analyze, publish and provide statistics, data analysis and other
information relating to businesses of any kind, nature or description and on opportunities for
such businesses within and outside Pakistan.

To promote and facilitate the integration of businesses in Pakistan into the World economy and
to encourage in the development and growth of Pakistani multinationals.

To interact with governments in the economic development of Pakistan and to facilitate, foster
and further the economic, social and human resource development of Pakistan.

The PBC is a Section 42 not-for-profit Company Limited by Guarantee. Its working is overseen by a
Board of Directors. More information on the PBC, its members, and its workings, can be found on
its website: www.pbc.org.pk
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Executive Summary

This study highlights the potential of the spice mixes category in export markets. Spice mixes can
be simply described as a combination of various whole/pure spices that are mixed in prescribed
ratios to make a unique, ready to use masala such as a biryani masala, a korma masala, a nihari
masala etc. Pakistan's spice mixes category presents an opportunity for growth but this growth is
hampered by factors primarily related to weak mainstream distribution channels, limited presence
on e-commerce platforms, absence of a spice industry association, grey channeling, high logistics
cost, insufficient funds to meet marketing/expansion expenses abroad and a fluctuating exchange
rate.

The Spice mixes category is a sub-category of the spices market. In 2021, the global spices and
seasonings market was valued at USD 17.75 billion. Global exports of spice mixes have registered
a growth of 155 percent between 2009 and 2021, increasing from USD 234.3 million in 2009 to
USD 620.1 million in 2021. The global spices and spice mixes market is an opportunity for Pakistan
to diversify its exports, given the existing agrarian base of the country and the presence of a large
Pakistani diaspora concentrated in affluent countries of the West and the Middle East.

Currently, China, India and Pakistan are the market leaders in the spice mixes category. Pakistan
was the 3™ largest exporter of Spice mixes in 2021 with exports of USD 80.8 million and a growth
rate of 8.1 percent between 2012 and 2021. Pakistan's exports constitute 13 percent of global
exports. European countries had around 44 percent share in global imports of spice mixes in 2021,
valued at around USD 305 million.

Despite numerous constraints, Pakistan has witnessed a growth in spice mixes exports over the
past five years. In 2017, a record quantity of 14,000 tons of spice mixes were exported by Pakistan.
Almost 50 percent of the total spice mixes were exported to Saudi Arabia and the UK. In 2021, the
total spice mixes imports of Saudi Arabia were over 40,000 tons of which Pakistan’s share was 40
percent (over 15,000 tons).

Pakistani spice mixes are preferred over other competitor brands due to the convenience and the
final product. The target market in international markets primarily include Pakistani and the North
Indian diaspora. The preference given to Pakistani spice mixes products over competitors’ brands is
a result of investment in research and development carried out by businesses to develop innovative
recipes.

Export Competitiveness of Pakistan’s Spice Mixes Category 1



Major Findings

B Pakistan’s Recipe mixes are well established in Export Markets:

Pakistani brands hold around 70-80 percent share in export markets as compared to the competitors’
brands indicating that Pakistani products are more popular among consumers.

B Different Packaging/Labeling is Required for Different Regions:

Labelling and printing of Nutrition Facts information on the packs of Spice mixes vary across
markets. The requirements include selection of the language, nutrition fact information and
certification depending on the export markets. Same packaging cannot be used in the EU, the US,
Middle Eastern and Canadian markets.

B Strong Distribution in Ethnic Channels but Weak Mainstream Distribution Channels:

Pakistani brands are readily available in the smaller ethnic stores targeting specific groups. However,
their presence is missing in the mainstream superstores such as Walmart and Lulu, this restricts the
reach of products. Furthermore, the second-generation migrants prefer superstores over Ethnic
stores to buy groceries including spice mixes products.

B Grey Channel Product & Counterfeits in Export Markets:

There is a frequent occurrence of grey channel products in the Afghan, European and Malaysian
markets. Nutrition Fact information printed on the back of the packs has to be according to the
end-market legislation which is usually missing in the grey channel products.

As for counterfeiting, markets that Pakistan exports its spice mixes to have better enforcement.
For Pakistan, the bigger markets/clusters include the USA, the UK, Canada, Saudi Arabia and the
UAE. For any exporter, these regions are 70-80 percent volume. Due to better enforcement, the
incentives for counterfeiting are close to none.

B BTL Marketing Mode is widely used in the Spice Mixes Category

Marketing in the spice mixes category is as important as in any other sector. Below the Line (BTL)
marketing mode is the preferred mode in the spice mixes category as it helps brands focus on the
interests, geographies and ethnicities. Using Above the Line (ATL) marketing mode causes a lot of
wastage in the export markets because the target group is extremely limited (it reaches maximum
2 percent of the target population).

2 Export Competitiveness of Pakistan’s Spice Mixes Category



B Cost of Logistics is High

As long as planning is done correctly, logistics is not considered an issue in the spice mixes category.
However, over the last couple of years, the global shipping crises has led to increased costs, and this
coupled with the shortage of shipping containers has only worsened the situation.

B NTBs in Export Markets

In the US and European markets, the food authorities actively enforce NTBs especially those relating
to ingredients & nutrition. There have been instances where the FDA (USA) and the Association of
Port Health Authorities (UK) have scrutinized, in great detail, shipments coming from Pakistan to
check the certifications before releasing them.

B 10% Retained Export Income is Not Sufficient to Meet Expenses Abroad

All costs of international marketing operations have to be covered by the 10% retained exports
income. This becomes challenging especially since one of the biggest overhead costs is listing on
shelves - the shelfing on mainstream stores is like real estate since it is on rent.

B Absence of a Spice Industry Association:

Pakistan’s spice industry currently does not have a common platform in the form of a dedicated
association that can truly advocate on behalf of the industry. A dedicated association could help
formulate a long-term export development strategy and work with the government to implement it.

B Limited Presence on E-commerce Platforms in Export Markets:

Spice mixes products from Pakistan have very limited presence on main stream e-commerce
platforms in major export markets, this hinders their ability to reach their potential customers.

B Strong Domestic Spice Mix Brands Provide an Edge in the Export Markets
Pakistan’s spice mix brands such as Shan, National Foods, Mehran, Ahmed foods have been very

successful in establishing strong brands within Pakistan, this helps them to get brand recognition
and loyalty in international markets.

Export Competitiveness of Pakistan’s Spice Mixes Category 3









Introduction

The Spice Mixes category is a sub category of the spices market. Spice mixes can be simply described
as a combination of various whole/pure spices that are mixed in prescribed ratios to make a unique,
ready to use masala such as a biryani masala, a korma masala, a nihari masala etc. Ingredients used
in spice mixes are responsible for giving food its aroma, flavor, preservation and color?.

Factors that drive the demand for the spice mixes category includes rising popularity of ethnic
cuisines & convenience.

According to the Food and Agriculture Organization (FAQO), the changing eating habits of people,
especially in developing countries, are being shaped by rising incomes, urbanization, and a preference
for convenience foods.

Across the globe, spices are grown on more than one million hectares (ha) of land which supply
around 2.8 million tons of spices annually. The global spices and seasonings market was valued at
USD 17.75 billion in 20212 “India, Turkey, Bangladesh and China are among the major producing
countries of ‘minor spices’ while Pakistan is at the 6th position in the production of ‘minor spices’
with over 18 thousand ha of land and 53 thousand tons of production. Pakistan has a 20% higher
per ha yield than the world average™.

]
Box 1: Major Spices Vs. Minor Spices

Classification of Spices:

* Major Spices

* Minor Spiaces

* Spices that Comprise 75-90% * Spices that Comprise 10-25%
of the total Global Trade of the total Global Trade.

® Include Small Cardamom, * Includes everything other than
Black Pepper, Chili, Turmeric the major 5 spices
and Ginger

Source: https://www.horticultureguruji.in

1 Spices and Seasonings Market analysis, Fortune business Insights
https://www.fortunebusinessinsights.com/industry-reports/spices-and-seasonings-market-101694

2 https://www.fortunebusinessinsights.com/industry-reports/spices-and-seasonings-market-101694

3 Spices Cluster Feasibility, Planning Commission of Pakistan, Ministry of Planning, Development & Special Initiatives
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Global Spice Mixes Trade

FIGURE 1: HS-Code Classification for Spice Mixes Category at HS-06 digit

HS-09:

Coffee, tea, maté

and Spices

HS-0910:

...Leaves, curry and
Other Spices

HS-091091:

Spice Mixes

Increasing consumer preference for ready-to-use spices is in response to customers desire to save
time and to obtain the true flavor of a particular cuisine. The global spice market was valued at
$17.75 billion in 2021* and it is estimated that it will be worth $25.42 billion by 2029 with an
anticipated CAGR of 4.7 percent®.

India is the world’s largest producer of spices followed by China, Nigeria, Indonesia, Thailand and
Vietnam. Pakistan was ranked as the 11t largest spice® producer in 2019.

https://www.fortunebusinessinsights.com/industry-reports/spices-and-seasonings-market-101694
Global Spices Market is estimated to be 22.8 billion by 2026 with a CAGR of 4.7% during the forecasted period - By PMI
https://www.globenewswire.com/en/news-release/2022/02/07/2380143/0/en/Global-Spices-Market-is-estimated-to-be-22-8-billion-by-2026-
with-a-CAGR-of-4-7-during-the-forecasted-period-By-PMI.html

6 This accounts for both minor and major spices.
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Table 1: Top 10 Spice Producers in the World — 2019

Producer Production
(Metric Ton)

1 India 5,571,000
2 China 1,151,000
3 Nigeria 866,000
4 Indonesia 663,000
5 Thailand 419,000
) Vietnam 402,000
7 Bangladesh 394,000
8 Nepal 366,000
9 Ethiopia 362,000
10 Turkey 290,000
1 Pakistan 226,000

Source: Nation Master Database. Top countries in spice production

The Global exports of spice mixes (HS-091091) increased from $243.3 million in 2009 to $620.1
million in 2021 registering a growth of 155 percent between 2009 and 2021. Figure 2 below shows
the trend of spice mixes export values over the last 13 years.

FIGURE 2: Global Spice Mixes Export Values (2009-2021)
Value of Global Spice Exports
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Source: ITC Trade Map

China is the largest exporter of spice mixes with exports of $88.7 million in 2021, followed by India
and Pakistan with exports of approximately $82 million and $80 million respectively. In terms of the
quantity exported, India has the largest share in total quantity of spice mixes exported followed by
the Netherlands, Pakistan and China.

Table 2 lists top ten exporters of spice mixes along with the value exported, quantity exported, and
the CAGR for the period 2012-2021. China has shown the highest growth in exports since 2012.

Export Competitiveness of Pakistan’s Spice Mixes Category
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Table 2: Top Exporters of Spice Mixes

Count Export Value 2012 Export Value 2021 Quantity Exported CAGR (%)
Y (US $ Million) (US $ Million) 2021 (tons) (2012-2021)

World 356.56 620.07 - 6.34
1 China 3.29 88.65 10,302 4419
2 India 42.35 82.38 24,938 7.67
3 Pakistan 39.96 80.80 12,921 8.14
4 Netherlands 85.88 75.26 16,491 -1.46
5 Germany 42.21 59.15 8,762 3.82
6 Austria 9.61 26.43 2,491 11.90
7 Spain 12.62 24.65 5,862 772
8 France 19.58 18.03 2,504 -0.91
9 Belgium 9.32 16.95 2,622 6.87
10 Malaysia 0.57 11.62 3,271 39.93

Source: ITC Trade Map

Of the total global spice mixes exports of $620.1 million in 2021, the top ten exporters had a share

of over 78 percent. China, India and Pakistan are the largest exporters with market shares of 14.3

percent, 13.3 percent and 13.0 percent respectively.

FIGURE

3: Share of Exporters in Total Global Export Value of Spice Mixes — 2021

Rest of the World
22%

Malaysia 2%

Belgium 3% India
13%
France 3%
Spain 4%
Austria 4%
Pakistan

13%

Germany Netherlands
10% 12%

Source: ITC Trade Map

Table 2 and figure 3 reveal the following about the nature of the global trade of spice mixes:

1. India expo

rted 24,938 tons of spice mixes valued at around $82.4 million in 2021. Whereas,

China exported only 10,302 tons (less than half of the volume exported by India), yet it is the

top spice mixes exporter value wise with over $89.0 million worth of spice mixes exports.

2. China, Indi

a and Pakistan are the market leaders in the spice mixes category.

3. Bangladesh, Nigeria and Vietnam, who are all top producers of spices in the world, were not

among the top spice mixes exporters.

Export Competitiveness of Pakistan’s Spice Mixes Category



The leading importer of spice mixes in the world was Malaysia which imported approximately $82

million worth of spice mixes in 2021. Other major importers include the USA and Germany.
Table 3 lists the top ten importers of spice mixes in the world in 2021 and who accounted for over
62 percent ($426 million) of global spice mixes imports. Pakistan was the 41t largest importer of

spice mixes as shown in the table below.

Table 3: Top Importers of Spice Mixes

Countr Import Value 2012 | Import Value 2021 CAGR (%) Share in Total
. (US $ Million) (US $ Million) (2012-2021) Imports 2021 (%)

World 373.11 687.36 7.02
1 Malaysia 0.37 82.31 82.53 11.97
2 USA 20.28 60.38 12.88 8.78
3 Germany 23.27 47.10 8.15 6.85
4 Saudi Arabia 28.43 40.22 3.93 5.85
5 Oman 493 35.47 24.51 5.16
6 France 20.77 34.61 5.84 5.04
7 UK 29.04 34.40 1.90 5.01
8 Netherlands 43.76 32.91 -3.12 4.79
9 Belgium 21.01 31.86 4.74 4.64
10 Thailand 0.91 26.86 45.59 3.91
41 Pakistan 0.03 2.24 64.79 0.33

Source: ITC Trade Map

European countries had around 44 percent share in global imports of spice mixes in 2021, valued at
$305 million. Total imports by the EU, the USA, ASEAN and the Middle Eastern countries in 2021
were approximately $600 million or around 88 percent of the spice mixes imported globally. Figure
4 shows the percentage shares of countries in global imports.

FIGURE 4: Percentage Share of Countries/Regions in Global Import of Spice Mixes 2021

Middle East, 16%

USA, 9%

/ Africa, 3%

Other Importing
Countries, 9%

ASEAN, 19%

Europe, 44%

Source: ITC Trade Map
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Overview of Spice Mixes Production in
Pakistan’

Gradual change has been witnessed in the demand of branded spice mixes over the past few years.
Although with the advent of advanced technology, new avenues of exports have emerged, branded
spice mixes face competition from loose spice mixes due to the latter’s price advantage. Branded
spice mixes are much more expensive than loose spice mixes.

However, despite increasing prices, spice mixes brands are steadily increasing their market shares

as consumers are actively shifting from loose spice mixes to packaged spice mixes due to increased
awareness of the health hazards from adulterated spices used in loose recipe mixes.

A typical value and supply chain consists of four major stages; these include: processing, packing,
storage and marketing/sales sections. Primary elements in the setup include a unit for processing
and packaging of spices whereas the secondary elements include marketing and sales of the finished

spice mixes.
FIGURE 5: Stages in a Typical Value & Supply Chain

1 PROCESSING 2 PACKING
SECTION ‘ SECTION

4

3 STORAGE
- SECTION

Processing Section - Products are processed & mixed in accordance with the production plan.

Packing Section- Products are packed
Storage Section - Packed products are kept in storage along with raw materials
Marketing & Sales Section - Includes customer service, delivery of goods, order invoicing etc.

7 Information in this chapter has been derived from the Pre-Feasibility study on spices processing, packing and marketing by the Small and
Medium Enterprises Development Authority (SMEDA), Government of Pakistan.
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FIGURE 6: Spice Mixes Production Process Flow

SPICE MIXES PRODUCTION PROCESS FLOW A

Step
01 u
Cleaning & Drying
of Procured
SiEEr Whole Spices
N 02 P
Grinding
Step
03 i
Step Packing
N 04
Storage
Step
05 i

Distribution

Figure 6 shows the five steps involved in the production of spice mixes. Whole Spices are procured
which are then cleaned and dried. To maintain the quality of the spice mixes, dried whole spices are
further checked as to whether the quality has been influenced by humidity etc. If a batch of spices
is not fully dried, then finish drying is needed to completely dry them before grinding and mixing. In
the processing of the spices, various types of dryers are used which range from sun-drying to gas/
kerosene-fired dryers.

This is followed by mixing of the spices in the required proportions to get the desired recipe (biryani
masala, korma masala etc.). These are then stored in tanks or large sized tumblers. After the mixing
process, the spices are packed again in 10-15kg bags to be ground according to the production plan.

Production plan includes the recipe of required spice mix and the required quantity. It might also
include the recipe of the spice mix which will follow it and also how many recipes have to be
produced.

The ground spices are then shifted to the packaging machines to be packed in the desired pack
size. In smaller setups (with production of up to 500 kgs per day) pre-ground spices are also used,
whereas, large scale manufacturing setups normally use their own grinding facilities. However,
during Eid, Ramzan and Muharram pre-ground spices may also be used due to increased demand.

Export Competitiveness of Pakistan’s Spice Mixes Category
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Overview of Spice Mixes Production in Pakistan

Ground spices are fed into the feeding system also known as vassal from where ground spices are
filled automatically into the pillow packs and then finally packed.

FIGURE 7: Feeding Machine used in the Spice Mixes Industry

3.2 Typical Ingredients Used in Spice Mixes (Product Mix)

Each spice mix (biryani masala, korma masala etc.) has its unique taste which comes from the ratios
of spices that are mixed together in a prescribed manner. However, the basic whole/pure spices in
each of them stays more or less the same. Basic ingredients in spice mixes includes the following:

2, CLOVE w57, B \ 7y
d CINNAMON & e ~ Zdl
RED CHILLI CARDAMOM = BAY LEAF |

MANGO
POWDER
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Cost breakup analysis helps us understand how a product is priced by Pakistan’s spice mixes brands

when exporting. There might be occasional fluctuations in the cost breakup model, for example due
to freight price fluctuations etc., however, those fluctuations are temporary. Margins in the spice
mixes category are high due to product differentiation. On the other hand, for heavily commoditized
products such as vermicelli, ginger paste etc., margins are low since there is no brand loyalty for
such products and thus, pricing is the key factor.

(13
Consumer Price:

Cost + Company's Margin + Freight Cost + Insurance + Import Duty +
Inward Logistics + Distributor's Margin + Retailer's Margin b L)

For a brand to place its product in any International Modern Trade (IMT)/Superstores - Lulu,
Carrefour, West Zone, Springs, Sainsbury’s, Morrison’s etc. - they have to buy the listings. There
is a shelf price per SKU listing and depending on the strength of one’s brand and product, the
negotiations are done. If a product gets listed in one store of an IMT, then it gets listed throughout
the other stores of that IMT.

FIGURE 8: Types of Modern Trade

Supermarkets that International Supermarkets that
could have many chain VR Modern Local Modern could have many chain
stores in different Trade (IMT) Trade Trade (LMT) stores in a sir.1gle

countries country and its head

office located in the
same country

However, the competition monitoring bodies in the developed countries have ruled that brands
cannot be charged for the shelf space as the fear is that bigger brands will buy an entire aisle for
their product placement at the expense of smaller brands thus impacting consumer welfare.

For this reason, IMTs in the developed countries practice a model of listing cycles. The bigger the
account, the less frequent the listing cycle. For a brand to get in the listing cycle, they have to pitch
to the IMTSs' their product, price and what is in it for the IMTs? The entire process is subjective; if
they like a brands’ pitch, they will allow it to get into the listing cycle. Once a brand gets listed, the
brand doesn’t have to pay for the shelf space.

These are the dynamics of the Western markets. Western markets are affordable but difficult to get
in the listing cycle whereas Middle East is an expensive market but easier to get in the listing cycle.
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Pakistan’s Export Market Dynamics

In 2021, global spice mixes exports were worth $ 620 million, of which Pakistan’s share was $80.8
million (or 13 percent). Figure 9 shows Pakistan’s Exports of Spice mixes to the world against the

global spice mixes exports in the period 2009 to 2021.

FIGURE 9: Global Spice Mixes Exports Vs. Pakistan’s Spice Mixes Exports
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Despite numerous constraints, Pakistan has witnessed a growth in spice mixes exports over the past
decade. Exports have increased 7 folds in value from $11 million in 2009 to nearly $81 million in
2021. Over a period of six years between 2016 and 2021, exports have increased by approximately
45 percent, increasing from $55.6 million in 2016 to $80.8 million in 2021.

Figure 10 shows trend in the value of spice mixes exported by Pakistan from 2009 to 2021. It can
be seen that there is a constant increasing trend over the past decade and that in 2021, spice mixes

exports were the highest in terms of value.

FIGURE 10: Value of Spice Mixes Exported by Pakistan
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Pakistan exported a record quantity of over 14,000 tons of spice mixes in 2017, since then a slight

decrease has been witnessed. Figure 11 shows the trend in quantity of spice mixes exported by
Pakistan from 2009 to 2021.

FIGURE 11: Quantity of Spice Mixes Exported by Pakistan

Pakistan's Spice Mixes Exports - Quantity
16,000

14,000
12,000

I [
—
10,000 B =
8,000 B g
6,000
4,000
2,000 I I

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: ITC Trade Map

Tons

In 2021, Pakistan’s export price per ton of spice mixes to the world was over $6,000 which was
the highest in the last 13 years. Figure 12 shows the price per ton received by Pakistan in export
markets. Pakistan has been able to increase the unit value of its spice mixes exports in the 2009 -
2021 period.

FIGURE 12: Price per Unit of Spice Mixes Exported by Pakistan
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Almost 50 percent of the total spice mixes exported from Pakistan are destined for Saudi Arabia

and the UK. The top five importers of Pakistani spice mixes imported almost 77 percent of the total
spice mixes exported and valued at almost $61 million in 2021. Figure 13 shows the shares of the
top export markets for Pakistan in 2021.

FIGURE 13: Major Markets for Pakistan’s Spice Mixes
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Pakistan's market share in the top five export markets is significant. The total spice mixes imports
of Saudi Arabia were over 40,000 tons in 2021 out of which the share of Pakistan was 40 percent
(over 15,000 tons). Similarly, the total spice mixes imports of the USA were over 60,000 tons in
2021 and Pakistan’s share in total spice mixes imports was 27 percent (over 16,000 tons).
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Tables 4 and 5 show Pakistan’'s market share in the total spice mixes imports of the top spice mixes
export destinations of Pakistan by value and quantity. It can be seen from the tables that Pakistan
is one of the market leaders in the top spice mixes importing countries.

Table 4: Market Share of Pakistan in The Top 5 Export Destinations by Value (2021)

Total Spice Mixes Imports Spice Mixes Imports from Pak?s}:cz:neirc:f;:::’losrt?ctolvnl‘;xes
(USD 000) Pakistan (USD 000) op
Import (%)
39

Saudi Arabia 40,220 15,824
USA 60,375 16,201 27
UK 34,404 6,217 18
Canada 16,001 1,558 10
UAE 26,220 5,251 20

Source: ITC Trade Map
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Pakistan’s Export Market Dynamics

Table 5: Market Share of Pakistan in The Top 5 Export Destinations by Quantity (2021)

Total Spice Mixes Imports Spice Mixes Imports from Al e [0 galis e
Pakistan in Total Spice Mixes
(tons) Pakistan (tons) o
Import (%)

Saudi Arabia 5,709 1,989 35
USA 10,609 1,625 15
UK 10,084 837
Canada 3,506 279
UAE 6,757 1,004 15

Source: ITC Trade Map

4.3 Export Market Potential

The export potential for Pakistan's spice mixes in Europe, North America and the Middle East is
high. However, there are several challenges that are faced by the exporters and these are discussed
later in this study.

Globally, spice mixes from Pakistan are priced on the average at $6,253 per ton as compared to the
price of spice mixes exported by India, which is, $3,303 per ton and from China, which is $8,605 per

ton. Compared to India, Pakistan receives a higher unit price for its spice mixes in export markets.

Table 6 shows the per ton prices fetched by the top ten spice mixes exporters to the world.

Table 6: Price Fetched by Top 10 Global Spice Mixes Exporters

China 8,605
India 3,303
Pakistan 6,253
Netherlands 4,564
Germany 6,750
Austria 10,610
Spain 4,204
France 7,200
Belgium 6,465
Malaysia 3,552

Source: ITC Trade Map
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Convenience

Convenience - Spice mixes brands coming from India do not have salt added to their blends

Final Product

whereas spice mixes coming Pakistan have all the necessary ingredients added, this makes
it convenient for the consumers.

Final Product - The final product made from the recipes coming from Pakistan are more
wholesome and tastier than the recipe mixes available from India, Bangladesh or any other
competitor.

Products that the Pakistani brands export abroad have longer SKU tails than what they have in the
domestic market. On average, around 40% of SKUs contribute to almost 80% of the profit earnings
in the sector. Pakistani spice mixes that are most popular abroad include biryani ranges, BBQ ranges
and curry ranges including karahi masalas.

SKUs
40% of SKUs
contribute to 80% of
the Profits

Profit 80%

Export Competitiveness of Pakistan’s Spice Mixes Category
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Two types of raw materials are used in Spice mixes. One is the pure/whole spices that are ground

and mixed together to make a recipe; Second is the packaging material used in the packing of
blended spices for sale. Around 70-80 percent of the raw material is imported by Pakistan.

Imports from India are currently banned in Pakistan. However, brands use their respective overseas
offices/setups (usually based in Dubai) to import spices from India. In Dubai, the entire packaging of
Indian spices is changed along with their origin which costs around 800-1000 dirhams after which
spices are sent to Pakistan.

Table 7: Raw Materials Imports of Pakistan from the World 2021

1" Cina | indonesia | Vietnam | rasi | iadagasar| ustorta | a0 | Turky
A\ A\

Pepper v’

Cinnamon v v

Cloves v v v

Nutmeg v

Mace v

Cardamoms v v \ %

SCeoendasnder “ “
Cumin Seeds v’

Ginger v’

Saffron v’

Source: ITC Trade Map
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Need for Market Diversification

In order to tap into the non-traditional markets for its spice mixes exports, Pakistan needs to
increase its footprint in countries such as Oman, Qatar, Malaysia, Nigeria etc. Figure 14 shows
Pakistan’s potential for market diversification for spice mixes.

FIGURE 14: Potential for Market Diversification for Spice Mixes Exported by Pakistan 2021
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FIGURE 15: Pakistan’s Target Audience for Spice Mixes Products
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Importance of Research & Development in the

Spice Mixes Category

Research & Development (R&D) is critical in the spice mixes category as consumers are looking for

new experiences when it comes to food.

R&D Research on 3

Product Development

Consumer Behavior

l l

= Habitual Buying Behavior = |dentifying Market Need

= Variety-Seeking Buying =  Conceptualizing the Product
Behavior = Building the Product Roadmap

= Dissonance-Reducing = Developing Minimum Viable
Buying Behavior Product (MVP)

=  Complex Buying Behavior = Releasing MVP to users

= |terations based on Feedbacks

R&D in the spice mixes category involves research on consumer behavior to develop products
based on consumer preferences. However, there is a need to increase R&D in the spice mixes sector
for new product development specially to target the non-ethnic tastes such as South Indian, Arabic,
Mediterranean, Far Eastern etc.

Limited
Research Scope

Why
are there no
Advancements
in the R&D?
\9 Expensive
Research
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Limited Research Scope - The size of the Spice mixes business in Pakistan is huge as compared

to the size of the Spice Mixes business in any export market. This reduces the incentive to
develop specific products aimed at specific markets as payback of the R&D expense is
spread over a longer period of time.

Expensive Research - Getting research done abroad is also much more expensive than

getting research done in Pakistan.

Export Competitiveness of Pakistan’s Spice Mixes Category
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Testing/Certification/Registration Agencies

Following are some of the certification requirements for better access to the western markets.

The Global Partnership for

Good Agricultural Practice

Hazard Analysis Critical

Control Point

British Retail Consortium

Global Standards

A
150 22000
\

. v Ny

Certified Food Safety

Management System
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Industry’s View on Pakistan’s Spice Mixes

Exports

Following section encapsulates the views of the industry as to what they think are the challenges
and opportunities for Pakistan’s Spice Mixes Category.

B Pakistan’s Recipe mixes are well established in Export Markets:

Within the core target audience, recipe mixes from Pakistan are more popular among consumers
compared to those from competitor countries. Around 70-80% of market share is with Pakistani
brands. Brands such as Mahashian Di Hatti (MDH) from India and Pran from Bangladesh are
available in export markets but are nowhere close to matching any Pakistani Recipe mixes brand.
One of the reasons identified by most exporters is the depth in Pakistani cuisine which spans both

vegetarian and non-vegetarian cuisines.
B Different Packaging/Labeling is Required for Different Regions:

Labelling and printing of nutritional information on packs of Spice mixes vary across markets. Packs
sold in the USA cannot be sold in Canada - where there is the additional requirement of French
language on the pack. The UK has a unique pack which needs to be slightly altered to make it
compliant to EU requirements. The Middle East has a different pack which gets stickered on to
alter it to be compliant in the Australian region. In the Middle East, there is an Arabic language
requirement.

The real complexity starts when it involves Nutrition Fact information which is printed on the back
of the packs. For example, if any product has iodine deficiency, then it must be mentioned on the
pack. Some regions also have requirements as to what should be written in bold text and what
should not, some even go to the extent of defining the thickness of the borders on the packaging.

B Strong Distribution in Ethnic Channels but Weak Mainstream Distribution Channels:
Pakistani brands are readily available in the smaller ethnic stores targeting specific ethnic groups.
However, their presence is missing in the mainstream superstores such as Walmart and Lulu, this
restricts the reach of products.

B Limited Presence on E-commerce Platforms in Export Markets:

Pakistani spice mixes brands are mostly unable to carry out a successful e-commerce business in

most of the core exports market. Awareness programs need to be introduced by the government
and associations to help exporters understand the nitty gritty of the e-commerce platform.

Export Competitiveness of Pakistan’s Spice Mixes Category



B 2" Generation Migrants Prefers Superstores over Ethnic stores/Halal Meat shops:

The first generation of migrants that moved to the Western countries still prefer ethnic stores and
halal meat shops (Pakistan Superstore, Anjum halal meat shop etc.) to buy spice mixes. However,
these shops are not very shopper friendly as compared to the big supermarkets. Second generation
migrants prefer going to superstores such as Walmart, Sainsbury’s, Morrison’s and Lulu etc. to
buy their groceries including spice mixes. Presence of Pakistani spice mixes in these mainstream
superstores is currently limited.

B Absence of a Spice Industry Association:

Pakistan’s spice industry currently does not have a common platform in the form of a dedicated
association that can truly advocate on behalf of the industry. A dedicated association could help
formulate a long-term export development strategy and work with the government to implement it.

B Grey Channel Product & Counterfeits in Export Markets:

There exists grey channel product in export markets. Grey channeling refers to the availability
of Pakistani spice mixes products in the markets where they have not been exported, these are
normally products picked up from the domestic market and exported, which contain all the Urdu
labelling on the packages from the Pakistani market. Afghanistan, mainland Europe (Spain, Greece
and Italy) and Malaysia have grey channel product available. The problem with these products is the
labelling on the packages as well as traceability. Every country has its specific labelling requirements
which have to be met according to that country’s legislation. Nutritional information stated at the
back of the packs also has to be according to the end-market legislation.

As for counterfeiting, markets that Pakistan exports its spice mixes to have better enforcement.
For Pakistan, the bigger markets/clusters include the USA, the UK, Canada, Saudi Arabia and the
UAE. For any exporter, these regions are 70-80% of their volume. Due to better enforcement, the
incentives for counterfeiting are close to none.

B Regional Markets

. North Africa — Next frontier for Pakistani brands:
Next frontier for Pakistani brands would be the North African diaspora as there has been a

lot of migration from these regions to mainland Europe. However, targeting the North African
population would be a bit of a challenge given their different palates and cultures.

J Afghanistan & the Afghan Diaspora — Low Hanging Fruit:
There is a dominance of Pakistani Recipe mix brands in the Afghani market due to the porous

border which has led to increased popularity of these brands amongst the Afghani diaspora
in western countries. Many Pakistani brands are actively targeting the new Afghan stores
opening up in the West.

Export Competitiveness of Pakistan’s Spice Mixes Category
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. Mediterranean and Iranian Diaspora — Possible Future?

Pakistan is not yet able to fully target the Mediterranean and Iranian diaspora. Pakistani
companies should look to target Iranian and Mediterranean stores.

B Smaller Consumer Packets Vs. Bulk Buying

Globally, markets are moving towards bulk buying whereas Pakistani markets are moving towards
smaller and smaller consumer packets. This shows that globally consumers have become budget
conscious and save money by purchasing bigger packs whereas consumers in Pakistan have become
price conscious and prefer purchasing one-time-use small packs.

B BTL Marketing Mode is widely used in the Spice Mixes Category

Marketing in the Spice Mixes category is as important as in any other sector. Marketing activities
are divided into three segments: Above the Line (ATL), Below the Line (BTL) and Through the Line
(TTL)®. ATL advertising are non-targeted activities having wider reach such as through TV, radio,
print media etc. Whereas BTL includes direct marketing strategies targeting specific groups such
as with digital marketing, direct mail marketing, sponsorships, in-store marketing etc. TTL is the
combination of both ATL and BTL marketing modes.

FIGURE 16: Marketing Modes Segmentation

ABOVE THE LINE (ATL)

THROUGH THE LINE (TTL)

BELOW THE LINE (BTL)

In the spice mixes category, mainstream ATL marketing leads to a lot of wastage in the export
markets because the target group is extremely limited (it reaches maximum 2% population). TV
advertising is mostly confined to Pakistani satellite channels which are available in these markets

BTL Marketing (digital marketing) is the preferred mode because through this mode, brands can
focus on interests, geographies and even ethnicities.

8 ATL, BTL, & TTL Marketing
https://www.feedough.com/atl-btl-ttl-marketing/
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B Cost of Logistics is High
Logistics is not really considered a challenge if planning is right.

FIGURE 17: Planning Schedules used by Exporters

Jabl-e-Ali (UAE) — 2 days

Middle East enroute Jabl-e-Ali — 7 days
Australia — 15-20 days
Europe —) 30-35 days

North America
East Coast — 40-45 days
West Coast — 45-55 days

However, over the last few years, the global shipping crises has led to increased costs, and this
coupled with a shortage of shipping containers has only worsened the situation. Because Pakistan
is considered a small market, if a ship leaves Jabl-e-Ali or Ras-ul-Khayma, it normally goes directly to
Mumbai and skips Karachi altogether as the shipping company is able to turn the ship round faster.

BNTBs in Export Markets

In the US and European markets, the food authorities actively enforce NTBs especially those
relating to ingredients. There have been instances where the FDA (USA) and the Association of
Port Health Authorities (UK) have scrutinized, in great detail, shipments coming from Pakistan to
check the certifications before releasing them. Although authorities have the right to legally hold
any container, put it on a belt, send the product for testing and release it after clearance, the entire
cost including testing charges and lost sales is borne by the brand.

B 10% Retained Exports Income is Not Sufficient to Meet Expenses Abroad

10% 7 D

e Salaries to International Staff

e In-transit damage/breakage Costs
e Marketing Events Cost

e Sampling Cost

e Listing on Shelfs

The SBP allows businesses to retain 10% of the export proceeds for covering marketing expenses
in international markets. All costs of international marketing operations thus have to be covered by
this 10% which becomes challenging especially since one of the biggest overhead costs is listing on
shelfs - the shelfing on the mainstream stores is like real estate since it is on rent.

Export Competitiveness of Pakistan’s Spice Mixes Category
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STRENGTHS

Quality of the
Final output of the
Product

Ready acceptance
of Pakistani brands
among the diaspora

Strong distribution
in ethnic outlets in
major markets.

Competitive
Product Pricing

Low levels of
competition from
other Countries

SWOT Analysis

Most of the spices
used in the mixes is
imported.

A large domestic
market means
less focus on
international
opportunities.

Small size of
domestic firms
means they are
unable to use

their local financial
muscle to expand in
global markets

Absence of a Spice
Association.

OPPORTUNITIES

E-commerce
Platforms

Mainstream
Superstores

North African
Diaspora

Focus on Spice
Mixes in Trade
Agreements

Seasonings
targeted towards
locals in export
markets.

Far-Eastern Markets
which have a similar
palate to Pakistan

e Inability to enter

THREATS

mainstream
Superstores.

Inability to source
cheaper inputs from
India

Fluctuating
Exchange Rate

Quality of the final output of spice mix products from Pakistan is very high and the taste more
acceptable to consumers as compared to competitors’ products. Consumers’ perception is that
competitors’ spice mixes products are bland/flat in taste whereas each Pakistani spice mixes recipe

has a different taste and consistency that gives it an edge.

There is a strong presence of Pakistani spice mixes in the ethnic stores which are targeted to cater to

the specific groups/diaspora such as North Indian, Bangladeshi and Pakistani.

Globally, spice mixes from Pakistan are priced on the average at $6,253 per ton as compared to the
price of spice mixes imported from India, which is, $3,303 per ton and from China, which is $8,605

per ton. Compared to India, Pakistan receives a higher price for its spice mixes products.

Due to the large domestic market, Pakistani companies have the opportunity to constantly innovate

with new recipes as they are able to recover their costs & to fine-tune their recipes.
Domestic brands are very strong and this helps them in reaching out to the diaspora abroad.

Brands are able to create an emotional linkage with Pakistan / South Asia when they communicate

with the target market.

Export Competitiveness of Pakistan’s Spice Mixes Category



Almost 60-80 percent of the ingredients used in the preparation of spice mixes are imported from

countries like Vietnam, China, Indonesia and Iran.

With a population of around 220 million, Pakistan has a very large domestic market which reduces

the incentive for businesses to cater to the international markets and populations.

Compared to the size of the export market, the number of Pakistan’s spice mixes firms exporting
spice mixes are very few. There are about only 5-6 brands in Pakistan that are exporting their spice

mixes to the world.

Pakistan’s spice industry currently does not have a common platform in the form of a dedicated

association that can truly advocate on behalf of the industry.

There is an opportunity for Pakistani businesses to use the e-commerce platforms for selling their
products online. Awareness programs need to be introduced by the government and associations to

help exporters understand the nitty gritty of an e-commerce platform.

Although Pakistan has a strong presence in ethnic stores, mainstream superstores also provide an

opportunity for Pakistani brands.

Due to large scale North African migration to mainland Europe, the North African diaspora can be

the next frontier for Pakistani spice mixes brands

Focus should be given to the spice mixes sector during negotiations for any future trade agreements

with countries/blocs.

Fusion foods have become popular around the globe. This gives an opportunity to Pakistan’s spice

mixes category to develop seasonings targeted towards the indigenous people in export markets.

There is also an opportunity for Pakistan to target the Far-Eastern populations which have similar
tastes to what is preferred in Pakistan. This could open new markets for Pakistan’s spice mixes

category.

Pakistan’s spice mixes products have been unable to enter the mainstream superstores such as
carrefour, lulu etc. The cost of entry and listing cycles are considered too burdensome for the

Pakistani brands which restricts them to only ethnic stores.

Due to political factors, it is not possible for Pakistan to import raw materials used in spice mixes from
India despite being the cheapest in region. Consequently, indirect means are used to get ingredients
from India (via Dubai) which increases the cost of doing business. Fluctuations in raw material prices

could thus be a major threat going forward

Pakistan has been facing fluctuating exchange rate issues which has made it difficult for the business

deals to take place as investors look for stability.

Export Competitiveness of Pakistan’s Spice Mixes Category
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Recommendations

To promote growth of spice mixes exports, all elements of the supply chain will require significant
improvements. It is proposed that a comprehensive strategy be developed which focuses on the
following key areas:

B Focus Needs to be on Increasing the Market Size

Pakistan needs to focus on increasing the size of the global spice mix market, especially in Western
markets since Pakistani spice mixes have a very strong presence in these markets. A successful
marketing strategy needs to be put in place to convert non-users to users especially consumers
beyond the diaspora.

B Expand Product Line - Increase Offerings

Although the spice mixes market is being well served by the larger companies (Shan, National
Foods, Mehran etc.), efforts need to be made to promote the seasonings category also. In addition
to the Pakistanis living in the major export markets, efforts need to be made to cater to the local
populations in these countries.

B Reduction in Wastage at the Production Stage:

Wastages at every stage of the production process (cleaning, storage, processing and packaging)
needs to be reduced. Greater automation of processes should be the first step.

B Local Manufacturers Need to Collaborate Amongst themselves & the Government
for Export Market Development:

Key industry players need to lobby with the government for greater market intelligence and
detailed market research. This will help the industry identify global trends and efforts. Funding can
be provided from the Export Development Fund (EDF).

B Improving Access to New Markets

To expand the market of Pakistan's spice mixes, it is important to improve access to new markets.
Greater participation in exhibitions and an effort needs to be made to promote Pakistan’s ethnic
cuisine, for developing markets in Africa and Central Asia, special incentives in the form of allowing
delayed remittances, development of dedicated freight corridors and the provision of alternate
payment channels in addition to formal banking channels needs to be explored.

Export Competitiveness of Pakistan’s Spice Mixes Category



B Moving Beyond the Ethnic Markets

It is very important to target non-ethnic populations in export markets. This is because the pace of
migration is no longer at the high levels of the 70s and 80s. The Indian/Pakistani diaspora has been
well targeted in the Western markets. Now, in order to increase the pie size, it is important to target
the non-ethnic consumers.

B Better Packaging to avoid Complaints

Improved packaging and branding of spice mixes products is required for the sector to grow. Better
packaging material and equipment should be used to ensure minimum complaints.

B New Communication Strategies for Targeting Younger Members of the Diaspora:

To address the younger members of the diaspora, new communications strategies are required.
The recipe mixes are easier to use and they are tailor made for the newer members of the diaspora,
but this needs to be communicated to the next generation. Emotional appeals based on their
connections to their home countries will eventually lose their appeal

B Businesses be allowed to Invest in Developing Export Markets:

The 10% cap on using of export proceeds to fund international growth needs to be revisited. Firms
with exports beyond a certain threshold be allowed to invest in market and brand building activities.

B Pakistan Food Festivals in Major Markets:

TDAP needs to organize Pakistan Food Festivals in major markets and try to rebrand Pakistani
cuisine as being separate from Indian or South Asian cuisine. Only recipe mix manufacturers should
be allowed to participate and to use only their recipe mixes in preparing the dishes.

B National Brand Building Exercise Through a Public-Private Partnership (PPP)
A State sponsored national brand building programme needs to be initiated. There is a need to

improve the brand image of Pakistani products as Pakistan is not considered a reliable supplier. This
can be done by addressing the perception of Pakistan.

Export Competitiveness of Pakistan’s Spice Mixes Category
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Annexure

Table 8: List of Spice Mixes Participants interviewed

- Company Name Participant Details

1. National Foods Mr. Mir Owais Alam

2. Mehran Foods Mr. Farrukh Shaikh

3. Ahmed Foods Mr. Ammad Uddin Zia

4. Vital Group - Malka Spices Mr. Arsalan Vayani

5. Shan foods Mr. Banin; Mr. Naveed Khan
6. Agro Hub Mr. & Mrs. Sadiq Tawab
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