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The prefeasibility study carrzed out has shown that such & project
is very viable with an 1nternal rate of return of 29.5 %, capital
EQUITY pav-back period o 2 yedr: 10 ronths ana a Cash Dreabe-even
point cf 11,017m tons out oI the projected 20,000 m tons of annual

eXPOrts.

A prefeasibility siudy 15 of course only the second step 1 a f1ve-
part process 1or adentizyving formulating and mmpleminilng o joint-
Venture project. Trese are @oOpportunity Identification, frefcasibilaty
Study, Feasibriity Study, Jornt-venture Comrany Foermataor, iroicct Ivsign
and lmplementation, respoctively. Thus,this study wili serve as the

starting point of & craloguc amonyg interested 1nvesiors.

AGROTEK LTD. ana TONIICC, INC. bolieve that the objective of this
stuay 1s fulfalled and hope | that 1t will genérato sufficient interest
of potential U.S. companles ani investors from the Guif Countries to
form a joint-venture company 1n Turkey and use the findincs of this
study &s a guideline in thelr negoilations with their Turkilsh co-
partners to complete the next 3 steps,namely the Teasipility suudy,
the joint-venture company formaticn and the project design and

wmplementation.
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INTRODUCTION

Tarkey presontly preduces annually over 20 million m. tons of vegetables
and 8 million m. tons of fraits (sew Tables 1 and ). 'There is still o
great production potenlial that is not utilized to increasc production
and exports of thesc commdidities. During 1981-1984, cxports have averazned
372,927 m tons of fresh fruits and 265,798 wm tons of ‘resh vegaetahles

{S=ze Table 3).

One of the reasons why vegetable cofports have not increaseu to .
significiant amount is that the emphasis was towards fruic export
promytion and thus focusing cn frait pachina-houscs and orchard
establishmonts. Therc are presently over 20 citrus fruit packing-houses

and not even one packing-houss for vejgetables.

For a successful export marketing ci fresh produce, the first step
is cf course, to ship var:ieties which are known to the importing
market, ship them continuosly and prescent them in standard packages.

15 -4

The only way to achieve this is o package a good quality commodizy in

properly organized packing-houses and usc a standard brand name which will

become known by the consumers in the importing countries.

On the other hand, all vegetable growing in Turkey is a family
operation, in small lots except for som: of the tomatoes growna for

the cannint industry. The lack of necessary farm machinery and equipment,
toppad with market and price insecurities, are the 1main reasons for

holding tne development of large scale field operations. This induces



insufficient and dispersed production without proper technology transfer,
which in turn causes high production costs and thus,unstable market
prices.hnother handicap is lack of seeds of varieties demanded by the

importing markets.

Dae to all of these reasons,the presant vegetable growing system in
Turkey dozs not allow a competitive,well programmed and export oriented
vegetable production and marzeting cperation to azvelop.Especially
Middle-East countries thnt are so close o Turkey create a very good mar-
ket for vegetable exports,but the lach of organized production and
marketing sysvems are the bottle-nochs for tho develoament of the expores
to the dosired levels.Similar,but nov as savere, problems also exist in

the fruit export promotion programs aevelopad until now in Turkev,

Tne " Fresh Fruit and Vegetable Export Promotion Project " of 1971 and
the " Fruit and Vegetable Project " of 1981,both supported by World
Bank credits,unfortunately did not cvercome the above mentioned problems
of integrating production with marksting operacions. This makes us
believe that a new mode! for integrated operation needs to be developed
and implemented. If this model proves to b efiective, then it can be
implemented in all ecoloaical areas and a big burst in the fruit and
vegetable exports will be realized to utilize Turkey's potential in

this subsector.

The project will be implemented by a " Fruit and Vegetable Production
and Export Company " to be established in the Qukurova Region,which is
very near to the Middle-East market,where two or three crops of vegetab-

les can be produced per year.


http:develo.nc

This area produces most of Turkey's citrus crop and is also a very
good deciduous fruit producing region,because of the Taurus Mountain

rangc in closc proximity.

The production wil. be realized through contract farming. The company
will supplement production directly by its own production team on
leased land. The production technclogy adapted by the company will
also be implemented in the contract farming operations. This will be
rezlized by the technical exports of the compeny who will act ag
extension agents to train and control the production of the contract

farmars.

The company will establish a malti-purpose packing-house (packing
various vegetables and fruits), integrated with a pre-cooling and cold-
storage warchouse. Produce received from the contract farmers will be
washed, scrted, graded, sized,waxed and packaged with the implementation
of modern technology and packing material used will meet the importing
countries demancs in quality,type and sizes. Shipping or transport of
the packed produce will be in conjunction with the market demand.
Direct shipment after pre—cooling or after storage will be done by
hired airplanes and transport vehicles,such as trucks and/or vessels

either with or without refrigeration.

The company will follow strict quality control measures according to
international standards. Produce grouwn by the company or under contract
farming will all be shipped under the same brand name,with year-around

shipments to the same export market.



The first target in export will be the Middle-Eas® and Gulf coun‘rics,
however,w.th some species and specific varicties the Furopean markets
will be exploited Especially in vegetable exports irom Turkey, the
practice was to try to penetrate thw markets with moery differcnt brand
labels and continuity in stondard gaality control could never beo
achievea properly witil now. In general,vegoiablc exports presantly ic
i the hands of siall exporters whe do not oW ¢ packina~hoose oo it
ic done by frurt emoroors,who are wving to keop busy con their ofi-
season and gencrally as spot sales. Imperters on the other hand,would
like to oporate thelr business with year-around sapyliers who ere
organized with larc. scale operations and supplving cood quality

produce.

In summary,thiis modzl project will result in increased yields,low
production costs witn the large scale field vegetahle production,due
to the utilization of improved seed,the technical ewpert team and
modern farm eguipnent. In an oryanized marketing activity.

tne company will intrvoduce high guality and vear-arcund standard fruit
and vegetable producs under a new brand nam: to the importing markets

thus, it will concribute considerably to Turkey's export.

]
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TARLE : 1

MAJOR FRUIT PRODUCTION OF TURKEY (1,000 mTons)

FRUITS 1981 1982 1983 1964 1985%
Pear 320 330 384 360 365
Quince 56 62 63 59 62
Malberry 20 90 a7 85 90
hrole 1,450 1,600 1,750 1,900 1,800
Plum 158 168 1M 150 150
Fig 250 280 330 330 340
Apricot 152 205 170 200 170
Cornel 16 16 15 15 16
Cherry 95 105 110 105 130
Peach 265 265 270 235 200
Sour cherry 60 62 66 65 8t
Grapes 3,70¢C 3,650 3,400 3,300 3,300
Orange 675 656 730 761 550
Tangerine 175 198 230 220 218
Grape fruit 18 26 25 21 23
Lemon 290 311 300 318 250
Sour orange 12 1z 14 15 1
Olives 400 1,320 406 800 600
Strawberry 23 Z2 22 25 26
TOTAL 8,205 9,37¢ 8,547 8,964 8,487

Source : SIS The Summary of Agricultural Statistics, 1984

State Institute of Statistics (SIS).
(*) : 3rd estimate for the year by The Ministry of Agriculture,

Forestry and Village Affairs.
-5~



TABLE : 2

MAJOR VEGETABR'.E PRODICTION OF

TJEREY (1,000 miTons)

VDGETABLES

Cabbaye:

Black cabbage
Artichoke
Celery

leaf lettucs
Head lertuce
Spinach

Lee:

Garaen Oracho
Purslarc
Green beans
Green peas
Green broad beans
Calavance
Mzlon-Water m2lon
amiin

Squash
Cucunier
Fggplant

Okra

Tomatoes
Green peppers
Green garlic
Green onion
Dry garlic
Dry onion
Carrot

Horse radish
Red radish

Jerusalem artichokes

Cauliflower
Potatoes

TOTAL

Source :(SIS)the Summary of Agricultural Statistics, 1984

(*) : 3rd estimate for the year by Thc Ministry of Agriculture,

Forestry and Village Affairs.

19861 1942 1982 1864 18856%
425 470 4€5 50¢ 550
130 140 60 160 164

7 & & & 10
13 14 1% ik I
21 20 3 o0 14
52 5% 5% o 67

130 125 1206 155 136
208 200 300 30% 240
2 4 4 5 5

0.5 0.5 0.5 0. 0.7
300 320 3z 400 400
32 40 41 35 30
47 50 47 47 45
7c 6L 65 5% 50
4,500 4,500 4,610 4,800 5,500
60 60 70 55 0

300 310 20 00 310
510 554 600 Gf 700
700 760 665 €70 700G

22 25 24 25 23
3,600 3,700 3,700 4,000 4,900
600 600 640 665 6E5
20 22 21 21 20
140 140 140 150 150
75 84 81 77 75
1,090 1,025 1,000 1,100 1,250
85 20 100 140 145

21 19 20 25 25

14 25 26 20 35

2 2 2 3 3
60 60 53 60 56

3,000 3,000 3,050 =,200 3,600
16,336.5 17,131.5 16,772.3 17,738, 20,042.7









1.1.GEOGRAPHICAL INFORMATION

The 3 provinces in this region are rather heavily populated as compared

to the average density of Turkey.

The main industry is textile.The third largest oil refinery,the Soda in-
dustry , 3 fertilizer plants and a large papermill and the sccond largest
Glass factory of Turkey,several hydroclectric powar plants,two main

import~export narbours (Iskenderun and Mersin),the international airport

of Adana are indicators of & dynamic and industricus region.

The Taurus Mountain range to the north of the provinces of 1cel and Adan
and the Amanos Mountain to the west of the Amik valley are the main
elevations in the Qururova valley,whicn protest the valley from sevenv

freezes and frosts coming down from the Central Anatolia ;. :tead.

The region is als> a touristic site with many historical sites such as
the ancient cities of Antioch,Tarsus and Corikos,mountain resorts and

excellent swimming conditions on uncammercialized besches.

The two free-zones,one in Mersin and one in Adana-Yumurtalik which will
become operational in the very near future,further add to the i~portance

of this region.

A map of Turkey and a map of the region may be found in the following

pages 10 and 11.

Further geographical indicators may be found in Annex (1).









1.2, METEOROLOGICAL INFURMATION

Tne climite of the Qukurova valley is classified as sab~tropical Mediter-
ranean and Marine Mediterranean.Tne valler falls within a median rand.,
with climat. o dati rejroseaiecive of poth classification.howover, thc
high mountaun range called the Taurus Mountains aag considerable diver-

2TAC factore.

gence to the prodect aren by 1t wirTa teeratse cohe oid
e Il 2

Precipitat:on has an averads oL (40 Mo In e Canarcva valley,bur the

Antakys area has a velus of 1,207 'me por amoam.

. . . R
The mean temperature is 18.37 C,with: an exwrane high ¢f 45,0 C and an

extre. 1w of =14.95 is 20.9 C and mzan inscla-

tion period is ¢ houwr and 16 minutes.

The mean relative humidity ic (oo . The mean Vvaplr prossare is 12,7

milipars with a mean evaporavion of 1,081 mu.

The wind velocity of the region increases in the summer and decreasss

"

in th2 winter. The annual mean wind speed 13 2.9 meters/second

Severe weatier phenomezna are not @ factor in the project area.Freeczing
and frost conditicns are very rare and do not contribute to economic
losses. Occasionzl nail damacs has peen recorded,but with minimal

economic locs.

Detail meteorological data for the 3 provinces in the region is compiled

in Annex (1).2



1.3. INFRASTRUCTURE OF THL KEGION

The Qukurova rejion is an important transit zone of Turkey.All highwave
carrying the traffic from Westermn,Northern and Central Anatolia (includ-
inyg from Europe) to the Southeastorn provinces of Turkey (including vehic-
les to lran,lra3,Syria and the Galf countries) pass through this regio:,
International Highway I-5 passes through Tarsus,Adanz ani Hatay, The
valley is comiected to soath coastal  cities of Tarkey, b a highway

Fassing over Mersin.The highway network can be considered goo! to excellent.

The cities of Mersin,hdwa and lstendorun are comected by railroad to

Central and Eastern Anatolia.

The Mersin and Iskenderun Sca-ports are both functioning as import and
export ports.A small port at Tasuca-Silifke has hydrofoil connection to
Cyprus. Yumurtalik-Adana port exports Iraqi crude oil which comes in

with a pipe-line. There arc several other small fishing harbours as well.

Adana has an internacional airport which connects Arkara and istanbul &0 the
region with twice daily domestic f lights. Cyprus and some Middle-East

countries are connected with domestic or foreign airlines.

Both industrial and drinkino water are available in abundance from surface
waters,supplied from dams or small rivers and brooks or from natural
springs in the mountains. Underground water is also easily available.

A very good irrigation canal system is established.

Electrical energy in the region is supplied by Cikurova Electric(a private

company)mainly and by TEK(Turkish Electric Corp.)and the system is

-13-



interconnected to the national network. High voltage lines supply
15,000 or 34,500 KVA encray, which is reduced for utilization down to
220 volts/50 cycles., Hydro—-electric and thermal aenerators are
presently the supply source. Facently the negotiations indicate tho
establishment of a very large thermal powel -plant (basex on importet
coal from Australia) at the Yumartalik-adana arca. The negotiation:

fer @ nuclea. power-plant at Axkuyu~Silifke is almost comzleted.,

PTT (Turkish mail, telcphono and telegraph Company-State owned)
provides mail, telephone, telegram and telew service to all areas in
the region. International telephone @nd teios commnication with

automatic dialing is established.
1.4. AGRICULTURAL PRODUCTION IN THE REGION

Some of the tropical fruits and vegetables can easily be grown in this
region witn a little protection.All of the species of the sub-tropical
climatic zone are and/or can be successfully produced in the foothills
of the mountains and the Cukurova valley. Many of the temperate zonc
species can and/or are grown in different elevations of the Taurus
mountain range where irrigation water is available. A good product

-mix can easily be obtained with a proper production program and an
efficient extension field staff of the company. One can reach elevations

of up to 1,200 m within one hour drive from the Cukurova valley.

The farmers are rather rich as compared to the rest of the country.

However, they are quite open to new technology if they see and are made

-14-



to believe, it is for their adventage to make the change, yeot they

are very hard working and sorioas in their farming operations.

The farmors who are eporiencid vegotable growers are constructing
plastic and/or glass arenbouses to provest thoeir crops frow low
temperatures in the winter.Since e regional coology pomits the
production of carly and late seascn fruits and vegetenlcs, the carminas

i such farmers are consideranly laracr ar compared 1o the rest o

leads in the proaustion of Iruits and vegetavles.

el propzrly organized proceszing and marketino

comoanles wWalcn are 1 direct matual economic link with the farmer,

CLuasen & grént pIreentasd o1 1os:s in the processod and export moxketed

produc,

Qukurova rejion presently prodases 1,263,165 W tons of fruits and
1,692,222 n tong of vegctabples annually. This production can easily
be doubled with the implementation of tne recens production technology

in pzrennial crops and with introduction of improved seads together

witn new technology transfer in annual crops.

Table: 4 illustrates some of the fruits and vegetables and thoir present

productions, which this projact may be involved with in the future.

Annex (1).3. contains more detailed information on the agricultural

products of the region.
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TABLE : 4

PRODUCTION

OF PROJECT RELATED FRUITS AND VEGTABLES 1IN ‘I'HE REGION (mTons )

FRUITS

bPeu
Peach
Apple
Grape
Orange
Mandarin
Lemon

Grapefruat

SUB-TOTAL

VEGETABLES

Potatoes
Tomatoes

On1ons

SUB-TOTAL

Source :

TOTAL OF PRCJECS REGION

1581 195 1983
4,995 5,100 5,938
15,894 1,223 42,636
26,691 28,352 Zv,035
289,010 317,103 232,474
405, 658 373,657 487,910
69,19 £6,67] 242,141
257,687 271,470 209,324
15,553 03,47 27,696
1,064,692 1,134,182 1,309,362
123,952 110,235 85,142
492,313 488,006 465, 758
57,548 67,442 51,195
673,813 065,483 602,095

S1S ( State Institute of Statistics )

~16-



1.5.EXISTING FACILITIES

All of the vegctavles grow: in the region are graded and packed by
hand labor,in a small shelrered avea,usually at or near the office

’

of the smull wholesule [/ coporvers.

All the fruits produccd arc alsc hand gradaed and packed €cept. som:

of the apples and nost of the citrus that are exported.

There are 3 packino houses,namely M. TURWY 1. ONER and MEYNE that
can pack both apples and citrus fruite. Tne remaining 12 packing

houses in the revion are only packing citrus fruits.
Most of the citrus fruits grown in tho region,packed for the local
market arc also hand gradad and packaged.

All of the lemons which are stored in natural caves to be marketed

during the late spring and sanmer season are also hand packed.

Some of the packine housc equipment is  produced locally or are
imported from Cyprus. Most of tham do not wasn or wax the fruit

when they are processing them through the packing house.

The locations,names,capacities and tne presence of & cold storage
facility for the existing packine houses in the region are listed

in Table : 5.

More detailed information on the existing cold stoves in Turkey and

in the Ragion may be found in Amnex : I1.4.

-17-



TARLE :

5

EXISTINS PACFING-HOUSES ™™ TH'I REGION

Lncation Name Variety Capacity Cold Store*  Remarks
Packed (m Ton/h) Warehousc

Adana Cukurova Citrus 20 E -
Adana - Citrus 10 NE -
Hatay Ernar Citrus 20 NE -
Hatay Glineyst Citrus 10 NE Integrated to fruit juic
Hatay Celen Citrus 10 NE Closed
Hatay Karalar Citrus 11 NE -
Mersin Tiidas Citras 20 B Integrated to fruit juic
Marsin Menas Citrus 20 E -
Mersin Narko Citrus 20 E -
Mersin M.Turan Citrus+apple 20 E -
Mersin 1.0ner Citrus+Apples 20 E -
Mersin Uzel Citrus 10 NE -
Mersin Polma Citrus 10 NE -
Marsin i..Yasa Citrus 10 NE -
Mersin Mayna Citrus+Apples 10 NE -
(*) : E = Exists

NE = Non-existent
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1.6. OTHER FACTORS FOR SETLFOTION

1.6.1. Production Advantages

Qikurova region is the largest citrus fruit growing area of Turkey.
The earliest table grapes are also produced in the region.

Yumartalik, Ceyvhan and Osmaniye are tie counties were very early

potatoes can be produced.
Province of Hatay is the earliest onion producing area of Turkey.

Excellent quality very late peaches and very good colored apples

are grown in the Taurus Mountains.

Covered cropping can be a mean to produce very early and very late

annual crops.

1.6.2. Integrated New Technology Transfer

A nultipurpose packing house with integration of contract farm operation

will bring in new technology to the region.

1.6.3. Availability of Experienced Transportation

The Middle-East and the Gulf Countries' markets are very close by.Many
domestic and international transport companies have offices in Mersin
and iskenderun with large number of trucks in their fleets. The drivers
have gained considerable experience in transit transportation to Iran,
Iraq and the Gulf Countries. Most of them know their way around and are
bilingual enough to carry on their task without any problems.

-719-



2.0-EXPORT MARKET SURVEYS

2.1, OVERALL POTENTIAL OF THE MARKET

Fresh fruit and vecstable trade holds the large portion of the world
food trade volume. $ 2,800 millions of citrus, § 1,500 millions of
apples, § 767 millions of grapes, § 391 millions of peaches, § 309
millions of pears, $ 1,121 millions of potatees, § 530 millions of
onions and $ 1,711 aillion of tomatoes were imported in 1984 (FAO Trade
Year Book, 1984). Total trade value of above mentioned fruits ana

vegetables was § 6,529 millions in 1984.

In 1984, eleven major importing Wastein European countries have
imported 6,899,325 m. tons of the five fruit species and 5,009,211
m. tons of three vegetable species that were montioned above. Nine
Eastern Europe countries who are the major exporters have exported
1,999,120 m. tons of the sam» fruits and 435,490 m. tons of the sam
vegetables. Expor: volume of major exporting countries of Eastern
Europe was &,898,445 m. tons for fruits and 5,444,701 m. tons for

vegetables.

Eight major importing ~cuntries of Middle-East and Gulf have imported
1,076,263 m. tons of five fruit species and 738,916 m. tons of three

vegetable species in 1984.

Tables 6,7, 8 and 9 illustrate the fresh fruit and vegetables imports

of above mentioned countries. Detailed information about major fresh

-20-



fruits and vegetables imports of Middle-East and Gulf countries,
is given in Table:10. Table:11 illustrates the comodity based
imports of the same countries; Turkey's exports of fresh fruit and

vegetables to these countries is recorded in Tablea: 12.
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TABLE : 7

IMPORTS OF VEGETABLES INTO MAJOR EUROPEAN COUNTRIES (in_Tens)

Western Europe
Belgiun~Lux
Denmarx
Finland
France
F.R.Germany
Italy
Natherlands
Norway
Portugal
Spain
Swedon

witzerland
U.K.

TOTAL OF W.EURDPE

1984
Poratoes Onions
273,821 59,523
48,824 11,173
34 1,019
395,673 142,019
1,038,457 354,896
402,121 13,944
304,414 35,99¢
19,650 557
107,064 5,731
61,000" -
55,586 19,824
27,985

364,602

Tomatoes

9,581
10,519
8,519
238,790
374,846
4,526
038,611
7,338

3,119,260

860,334

1,029,617

TOTAL IMPORTS OF VEGETABLES INTO WESTERN EUROPE : 5,009,211

Eastern Furope
Austria 30,864 5,604 37,064
Bulgaria 64,351 34,306 --
Czechoslovakia 3,944 1,800F 30,000F
D.R. Germany 35,000F 2,000F 3,000Fr
Hungary 15,700 -- 882
Poland 250 -- 10,000F
Romania 20 ,000F -- -

*
Yugoslavia 1,300 -- -
USSR 10,0001 19,984 82,440
TOTAL OF E.EUROPE 181,409 63,694 190,387
TOTAL IMPORTS OF VEGETABLES INTO EASTERN EURDDPE : 435,490
TOTAL OF EUROPE 3,300,669 924,028 1,220,004

TOTAL IMPORTS OF VEGETABLES INTO EUROPE : 5,444,701

_23..
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TABLE : 10

TOTAL, TMPORTS OF MAJOR FRF

1982
Fruits and Quantity Value
Vegetables (m Ton) (1,000%)
OPRANGES, TMNG. ,
CLEMENTINES 33,000* 16,000*
LEMONS and LIMES  1,300%* 1,400F
APPLES 90,000* 54,000F
POTATOES 30,000* 8,200*
ONIQNS 23,000* 4,800*
TCMATOES 4,400* 1,100F7
ORANGES , TANG. ,
CLEMENTINES 9,011 14,102
LEMONS and LIMES 37 80
AFFLES 4,840 11,620
GRAPES 3,323 6,088
POTATOES 252 202
TOMATOES 48 51

SH FRUITS AND VEGEINBLES OF Sre; HMIDDLE-FASTITN AND GUILF CCUNTRIES

LRI
1983
Unit Price OQuantity Value
($/m Ton) _(m_Ton) {1,000%)
421 43,000F 20,0007
1,076 100* 120F
690 94,000* 56,000F
273 44,000* 11,000*
209 26,000* 5,300*
250 5,000F 1,000F
OMAN
1,565 18,673 15,383
2,162 148 326
2,400 7,750 12,546
1,832 3,329 6,100
802 4,406 2,073
1,063 1,331 976

Unit Price Quantity

1984

Value Unit Price

_{%/m Ton) {m/Twon) (1,000%) ($/m Ton)
465 43,0001 19,000F 442
1,200 -— -- --
596 20,000F 54,000F 600
250 . 40,000F 11, G0OF 275
204 25,000F 5,000F 250
200 5,000F A50F 190
824 20,663 18,148 878
2,203 154 348 2,260
1,619 9,267 14,524 1,567
1,832 3,918 7,023 1,793
471 5,857 2,538 433
733 1,361 949G 734

Continundg



TABLE : 10 Continued

JORDEL
1982 1983 1984

Fruits and Quantity Value Unit Price Quantity Valcn Unit DPrice Quantity Value Unit Price
Vegetables (m Ton) (1,000%) (%/m Ton) _{m Ton) (1,000%) %/ Ton) _{m Ton) (1,000%) ($/m Ton)
ORANGES, TANG. ,

CLEMENTINES 146,894* 37,824* 258 110,280%* 26,301* 239 134 ,400F 31,900F 237
LIMONS and LIMES 12,189+ 3,258* 267 16,100* 4,100* 255 16,000r 4,009F 2590
APPLES 40,440 19,562 484 45,921 23,294 506 29,731 13,760 463
GrAPES 5,496* 2,750 500 5,027* 1,842* 366 5,1n0F 1,900F7 373
PEARS 2,627 1,527 581 2,951 1,731 587 1,n00* 5707 570
PEACHES 1,534 1,039 635 72 51 708 - - -
POTATOES 43,178 12,392 287 26,463 5,568 210 27,572 7,020 255
ONICNS 19,562 4,555 233 19,114 4,409 231 16,162 3,778 234
TOMATOLES 20, 100* 5,084 253 10,700* 2,550%* 238 11,000F 2,400r 218

OATAR

ORANGES, TANG. ,

CLEMENTINES 3,192 1,433 465 2,580 1,325 514 3,000 1,600 533
APPLES 1,124 964 858 2,010 1,407 700 1,500F 1,000F 667
POTATOES 1,171 500 427 3,521 1,544 439 7,807 2,059 264
ONIONS 6,000F 1,300F 217 2,553 716 280 3,458 618 173
TOMATOES 284 158 556 643 265 412 230* oJF 39

Cont fnnad
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TABLE : 10 Continued

S.ARABIA
1982 T 1083 1984

Fruits and Quantity Value Unit Price Quantity Value Unit Price Ouantity Value Unit Price
Vegetables (m Ton) (1,000%) ($/m Ton) {m Ton) (1,000%) ($/m Ton) m Ton}  (1,000%) ($/m Ton)
ORANGES , TA\NG. ,

CLEMENTINES 234,916 93,378 398 251,930 193,463 111 222,116 76,547 345
LEMONS and LIMES 38,075 14,070 370 44,137 16,332 270 40,000F 14,500F 363
APPLES 106,346 59,99 561 138,009 75,326 546 124,720 66,487 533
GRAPES 28,719 18,855 656 36,858 25,055 680 37,235 26,207 704
PEARS 13,842 7,671 554 15,547 9,639 620 11,11 6,27 565
PEACHES 23,952 9,095 380 29,158 12,084 414 23,820 11,275 475
POTATOES 86,362 16,133 187 111,176 21,214 191 102,230 18,316 179
CNIONS 108,703 20,979 193 117,853 19,386 165 126,812 20,623 163
TOMATOES 113,449 20,242 185 135,605 26,193 193 139,825 27,5390 139

FUWATT

OPANGES , TANG. ,

CLEMENTINES 45,674 21,400 468 35,300* 15,800F 448 42,000F  19,000F 452
LEMONS and LIMES 11,000 7,292 663 10,800* 7,200F 666 10,00Cr 6,000F 600
APPLES 26,332 13,988 531 21,000* 11,600r 552 23,000F 13,000F 565
GRAPES 8,702 5,282 607 7,500* 3,900* 520 8,000F 4,000F 500
POTATOES 28,764 10,047 349 28,000F 9,200F 329 30,000F 10,5007 350
ONIONS 30,0672 7,079 235 27,000r 5,700F 2191 20,000F 14,8001 240
TOMATCES 41,130 16,900 411 48,800* 21,000F 430 40,100* 16,500F 412

Continued



TABLE : 10 Continued

Fruits and
Vegetables

ORANGES, TANG. ,
CLEMENTINES
LEMONS and  LIMES
APPLES

PEARS

PEACHES

POTATOES
ONICNS

TOMATOES

ORANGES, TANG. ,
CLEMENTINES
LEMONS and LIMES
APPLES

GRAPES

POTATOES
ONIONS
TOMATOLS
Source
(F)
(*)

Trade YearBook, 1984
FAO estimate
Unofficial figqure

SYPIA

1982 1983

Cuantity Value Unit Price Quantity Value
(m Ton) (1,000%) ($/m Ton) {m Ton) (1,000%)
60,329 16,837 280 50,974 13,898
13,470 4,040 297 16,776 4,768
11,407 5,408 474 16,289 5,780
269 192 520 13 11
682 354 519 23 12
8,985 4,258 474 8,492 2,861
2390 60 207 14 3
72,494 9,473 131 19,790 3,307

U.A.EMIPATES

57,277 17,447 305 74,100* 27,200F
2,800* 1,200F 429 2,800* 1,300F
13,042 7,715 592 37,400*% 12,400%*
5,694 3,273 575 6,200* 5,700*
31,821 8,806 277 28,000F 8,000F
61,669 11,252 183 70,204 2,444
16,963 5,870 346 12,000* 4,600F

1984
Unit Price Cuantity Value
($,/m Ton) (m Ton) (1,5600%)
273 42,540 13,503
284 15,908 5,350
355 1,820 1,019
846 -- -
500 -- -
337 11,936 6,115
214 -- -—
167 19,506 9,936
367 80,000F 20,300F
429 3,000F 1,300F
519 24,200* 14,500F
90% 8,000F  6,400F
286 20,000F 2,000F
135 70,000F 12,600F
354 10,000F  3,200F

Unit Price

($/m Ton)

381
433
599

800

300
180
320
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TABLE : 11

COMMODITY BASED TOTAL 1MPORTS OF MAJOR FPESH FPUITS AND VEGETABLES OF SOME MIDDLE-FASTERN AND GULF COUNTRILS

1982
Countries  Quantity Value
. (m Ton) (1,000%)
IRAQ 38,000* 16,000*
JORDAN 146,894 * 37,824*
KUWAIT 45,674 21,400
OMAN 9,011 14,102
QATAR 3,192 1,483
S.ARABIA 234,916 93,378
SYRIA €0,329 16,887
U.A.EMIRATES 57,277 17,447
IRAQ 1,300% 1,400
JORDAN 12,189%* 3,258*
KUWAIT 11,000 7,292
OMAN 37 80
S.ARABIA 38,075 14,070
SYRIA 13,470 4,040
U.A.EMIRATES 2,800* 1,200F

ORANGES , TANGERINES AND CLEMENTINES

1983
Unit Price Quantity Value Unit Price
($/m Ton) (m Ton) (1,000%) (%/m Ton)
a1 43,0001 20,000F 465
258 110,280%* 26,301 239
468 35,300* 15,800F 448
1,565 18,673 15,383 824
465 2,580 1,325 514
398 251,930 103,463 41
280 50,974 13,898 273
305 74,100* 27,200F 367
LEMONS AlD LIMES
1,076 100* 120F 1,200
267 16,100% 4,100* 255
663 10.800* 7,200F 666
2,162 148 326 2,203
370 44,137 16,332 370
29” 16,776 4,768 284
429 2,800* 1,300F 429

124,400F
47,000F
20,663
3,000F
222,116
42,540
30,0007

16,000F
10,000
154
40,000F
15,903
3,000F

1984
Value Unit Price
(1,0008%) ($/m Ton)
12,000F 442
31,900F 237
19,000F 452
18,148 878
1,600 533
76,547 345
13,303 317
30,500 381
4,000F 250
6,000 600
348 2,260
14,500F 363
5,350 336
1,300F 433

Continued



—Oc—

TABLE : 11 Continued

NPPLES
1982 1983 1984
Countries Quantity Valua Unit Price Quantity Vilue Unit Price Cuantity Value Unit Price
(m Ton) (1,000 $) ($/m Ton) (m Ton) (1,000 %) ($/m Ton) (m 'Ton) (1,000 %) ($/m Ton)
IPAQ a,000%* 54,000F 600 94,000%* 56,000F 596 20,020 54,0C0F 600
JORDAN 40,440 19,562 484 45,991 23,794 306 29,731 13,760 463
KUVAIT 26,332 13,988 531 21,000* 11,600F 552 23,000F 13,0001 565
OVAN 4,840 11,620 2,400 7,750 12,546 1,619 9,267 14,524 1,567
QATAR 1,124 964 858 2,010 1,407 700 1,500F 1,000F 66"
S.ARABIA 106,946 59,996 561 138,009 75,326 546 124,720 56,487 533
U.A.EMIRATES 13,042 7,715 592 37,400* 19,400%* 519 24,200* 14,500F 599
PENCHES
JORDAN 1,634 1,039 636 72 51 708 -_ - —_
S.ARABIA 23,352 9,095 380 29,158 12,084 414 23,820 11,275 475
SYRIA 682 354 519 23 12 500 - - -
PEARS
JORDAN 2,627 1,527 581 2,951 1,731 587 1,000%* 570F 570
S.ARABIA 13,842 7,671 554 15,547 9,639 620 11,101 6,274 565
SYRIA 369 192 520 13 1 846 —_ - -

Continued
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TABLE : 11 Continued

GRAPES
1982 T 1983 1984
Countries Quantity Value Unit Price OQuantity Value Unit Price Cuantity Value
(m Ton) (1,000%) ($/m Ton) (m Ton) (1,000%) ($/m Ton) (m Ton)  (1,000%)
JORDAN 5,496* 2,750* 500 5,027* 1,842% 366 5, 100F 1,900F
KUWAIT 8,702 5,282 607 7,500* 3,900%* 570 8,000F 4,00CF
OMAN 3,323 6,088 1,832 3,329 6,100 1,832 3,918 7,023
S.ARABIA 28,719 18,855 656 36,858 25,055 680 37,235 26,207
U.A.EMIRATES 5,694 3,273 575 6,300% 5,700* 905 8,000F 65,400F
POTATOES
IRAQ 30,000* 8.200* 273 44,000* 11,000%* 250 40,000F 11,000F
JORDAN 43,17¢ 12,392 287 26,463 5,568 210 27,572 7,020
KUWAIT 28,764 10,047 349 28,0001 9,200F 329 30,000F 10,500F
OMAN 252 202 802 4,406 2,073 471 5,857 2,538
QATAR 1,771 500 427 3,521 1,544 439 7,807 2,059
S.ARABIA 86,362 16,133 187 111,176 21,214 191 102,290 18,316
SYRIA 8,985 4,258 474 8,492 2,861 337 11,936 6,115
U.A.EMIRATES 31,821 8,806 277 28,000F 8,000F 286 30,000F 9,000F

Cont inued

Unit Price

($/m Ton)

373
500
1,793
704
800
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TABLE : 11 Continued
1982
Countries Quantity Value
(m Ton) (1,000%)
IRAQ 23,000* 4,800*
JORDAN 19,562 4,555
KUVAIT 30,063 7,079
QATAR 6,000F 1,300F
S.ARABIA 108,703 20,979
SYRIA 290 60
U.A.EMIRATES 61,669 11,252
IRAQ 4,400%* 1,100F
JORDAN 20,100%* 5,086*
KUWATT 41,130 16,900
OMAN 48 51
QATAR 284 158
S.ARABIA 113,449 20,942
SYRTA 72,494 9,473
U.A.EMIRATES 16,963 5,870
Source : FAO Trade YearBook,1984.

(F) : FAD estimate
(*) : unofficial figure

ONIONS
1383 1984
Unit Price OQuantity Value Unit Price Quantity Value Unit Price
($/m Ton) (m Ton) (1,00u%) ($/m Ton) (m Ton)  (1,000%) ($/m Ton)
209 26,000* 5,300%* 204 20,000F 5,000F 250
233 19,114 4,409 231 16,162 3,778 234
235 27,000F 5,700F 211 20,000F 4,800F 240
217 2,553 716 280 3,458 618 179
193 117,853 19,386 165 126,812 20,623 163
207 14 3 214 -- -— --
183 70,204 9,444 135 70,000F 12,600F 180
TOMATOES
250 5,000F 1,000F 200 5,000F 950 120
253 10,700* 2,550* 238 11,000F 2,400F 218
411 48,800* 21,000F 430 40,100* 16,500F 412
1,063 1,331 276 733 1,361 999 734
556 643 265 412 230* 90F 391
185 135,603 26,123 193 139,825 27,530 199
131 19,790 3,307 167 19,506 9,936 509
346 13,000* 4,600 354 10,000F 3,200F 320
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TABLE : 12

TURKEY 'S EXPORTS OF MAJOR FRESH FRUTTS AND VEGETARLES TO SOME MIDDLE-EASTERN AND GULF COUNTRIES
ORANGES,AND MANDARINS

1983 1984 1985 (Jan—-Sept)

Countries Cuantity Value Unit Price Quantity Value Unit Price Quantity Value Unit Price

{m Ton) (1,000%$) ($/m Ton)  (m Ton) (1,000%) ($/m Ton)  (m Ton) (1,000%) ($/m Ton)
IRAQ 567 211 372 251 104 414 215 110 512
JORDAN 16,816 4,109 244 22,232 4,135 186 9,291 2,095 225
KUWAIT 17,467 5,484 314 31,420 7,293 232 20,057 4,471 223
QATAR 81 21 259 148 24 162 20 6 300
S.ARABIA 5,446 1,399 257 6,177 1,248 202 3,246 902 278
SYRIA 6,606 1,834 278 49 7 143 624 97 155
U.A.EUIDATES 879 257 292 871 185 212 194 44 227

LEMONS

IRAQ 59 26 441 55 24 436 36 18 500
JORDAN 8,175 2,821 345 5,818 1,690 291 1,235 472 382
KUWAIT 6,560 2,273 346 11,988 2,973 248 3,729 1,112 298
QATAR 10 2 200 127 23 181 2 0.7 350
S.ARABIA 1,526 407 267 4,447 1,181 266 400 199 498
SYRIA 44 7 159 5,891 2,065 351 3,598 2,258 628
U.A.EMIRATES 4 2 500 2 0.8 400 1 0.3 300

Continued



TABLE : 12 Continued

APPLES
1983 1984 1985 (Jan.~Sept.. )
Countries Quantity Value Unit Price Quantity Value Init Price  Quantity Value Unit Price
(m_Ton) (1,000%) ($/m Ton) (m Ton) (1,000%) ($/m Ton) (m Ton) (1,000%) ($/m Ton)
iRAQ 3,687 1,254 340 357 166 465 307 151 492
JORDAN 38,309 8,402 219 31,012 6,397 206 12,671 3,071 242
KUWAIT 13,314 4,864 365 19,528 5,888 302 12,198 3,085 253
QATAR 23 4 174 78 12 154 34 13 382
S.ARABIA 2,407 692 287 ©,488 1,424 260 3,268 686 210
SYRIA 10,050 2,538 252 12 2 167 —_ -_ —
U.A.EMIRATES 612 219 358 738 192 260 136 36 265
PEACHES
IRAQ 40 19 475 47 29 617 37 19 514
JORDAN 4,154 1,527 368 2,444 1,048 429 2,089 1,000 479
KUWATT 2,087 934 448 2,793 1,106 396 2,623 845 322
S.ARABIA 479 171 357 285 151 530 417 124 297
SYRIA 12 6 500 — -— - - - —
U.A.EMIRATES 11 6 545 35 12 343 6 1 167

Continued
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TABLE : 12 Continued

PEARS
1983 1984 1985 (Jan.-Sept)
Countries Quantity Value Unit Price Quantity Value Unit Price Quantity Value Unit Price
(m Ton) (1,000%) ($/m Ton) (m_Ton) (1,000%) ($/m Ton) (m Ton)  (1,000%} ($/m_Ton)
IRAD 56 28 500 41 38 927 20 14 720
JORDAN 1,096 315 287 85 35 412 927 293 316
KUWATT 992 495 499 2,693 1,406 522 800 269 336
S.ARABIA 269 197 732 155 79 510 322 141 438
U.A.EMIPATES 29 15 517 2 1 500 8 2 250
GRAPES
IRAQ 46 22 478 54 30 556 17 8 471
JORDAN 6,558 1,664 254 3,827 1,205 315 3,051 235 306
KUWATT 4,252 1,522 358 6,906 2,345 340 4,586 1,530 334
QATAR 3 0.8 267 -_— - - - - -
S.ARABIA 1,062 365 344 877 277 316 821 304 370
U.A.EMIRATES 20 30 333 95 35 368 40 12 300

Continued
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TABLE : 12 Continued

POTATOES
1983 1984 19285 (Jan.-Sept..)
Countries Quantity Value Unit Price Quantity Value Unit Price Quantity Value Unit Price
(m Ton) (1,000%) ($/m Ton) (m Ton) (1,000%) ($/m Ton) _(m Ton} (1,000%) ($/m Ton)
IRAQ 10,769 1,016 94 6,803 930 137 72 2F6 374
JORDAN 12,577 1,564 120 4,002 1,005 246 1,155 181 157
KUWATT 3,680 496 135 3,365 524 156 724 10 138
QATAR 26 3 115 40 6 150 4 0.5 1es
S.ARABIA 3,269 415 127 7,119 378 123 2,099 3.4 145
SYRIA - — — 5 0.3 60 - - —_—
U.AEMIRATES 18 3 167 —_ —_— - - — —_—
ONIONS
IRAQ 5,923 1,006 170 3,939 754 191 353 116 329
JORDAN 44,802 5,532 123 22,164 4,540 205 11,631 1,396 120
KUWATLT 19,655 2,471 126 14,799 1,984 134 11,142 1,271 114
QATAR 835 97 116 361 48 - 133 26 ) 77
S.ARABIA 56,329 6,196 110 64,716 7,715 119 43,176 5,5n0% 128
SYRIA 333 54 162 180 21 117 63 9 132
U.n .EMIRATES 3,398 454 134 454 50 110 - - -

Continued



TABLE : 12 Continued

TOMATOES

1983 1984 1985 (Jan.-Sept..)

Countries Quantity Value Unit Price Quantity Value Unit Price Quantity Value Unit Price

{m Ton) (1,000%) ($/m Ton) {m Ton) (1,000%) ($/m Ton) (m Ton) (1,000%) ($/m Ton)
IRNQ 331 139 420 264 129 489 263 112 426
JORDAN 89,029 15,793 177 85,487 15,722 184 46,590 5,115 110
KUWATT 28,398 7,386 260 39,985 10,276 257 3%,958 5,901 166
QATAR 11 2 182 37 5 135 - - -
S.APARIA 1,549 326 210 3,981 894 225 4,757 793 167
U.A.FMIRATES 420 111 264 1,445 229 158 117 14 120

|
w
~J
1

Source : Undersecretariate of Treasury and Foreign Trade, 1985.



2.2. SELBCTION OF TARGET MARKETS

It is assuned that 80 ¢ of planned production of the project will
be exported to Middle-Bast :uid Gulf countries and 20 % will be
exported to West Duropean Countries, Lemons, grap.fruits , early
grapes and some selected carly vegetables will be cxported to West
European Countries and the remaining fruits and vegetables will be

aimed at first to the Middle-East a.@ then to the Gulf coantries,

Adana-incirlik Air-Base nnd the U.S. oth Fleet can zlso bz the

potential targer markets of the project.

Major target countries for lemons, grapzfruits, early grapes and

some of the early vegeiables are; northern Burepean countries such

as Firland, Swaden and Norway due to high import prices and W. Germany,
U.Kingdom and Netheriands for their large volume of imports . For

the other comnodities, target countriss will be Irag, S. Arabia

and Kuwait.
2.7, TRADE BEHAVIORS OF IMPORTERS

The expectations of fresh fruit and vegetable importers from another

trading party are:

- Same trade mark for the delivered goods each time the delivery is

made,

- Standardized and constant quality of the produce,

- High quality produce,

~38-~



- Preferably, products packaged in good quality corrugated boxes,
- Proper application of washing—cleaning, waxing, grading and packing

operations,

- Planned and scheduled delivery of the products,

- Stable and regular supply capacity each year,

- long-term contract and cooperation instead of seasonal independant
short-tenn contracts and/or spot sales,

- Flexibility to supply varieties and species of fresh fruits and

vegetables in accordance with the demand of the market.

2.4, COMJODITY BASED IMPORT QUALITIES, QUANTITIES AND PRICES IN

THE TARGET MARKLTS

Target market countries of the project are importing a variety of
fresh fruits and vegetables varying in quantity, quality and price
from various sources. Equilibrium price of a product in the market

depends primarily on its quality and packaging system.

For example, S.Arabia and Kuwait are importing duble-red Starking

apples from Washington State (U.S.) for 900 $/m. ton (CIF).

These products are well processed and packed in packing-houses. If
the same quality products are not processed properly and only manually
packed the price is only 400-500 $/m ton.At the same market,price of
washed~cleaned,yraded and properly bagged potatoes is 400-500 $/m ton,

while it is only 200 $/m ton for field bagged potatoes.
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In summary; in every target market (Guif,Middle-East or Western Europe)
high gquality commodiity can casily be marketed for a higher yprice 1f 1t

1s processed properly and pzcked 1n good quelity and attractive packages.
Table : 13 illustrates the minimum and maximum tresh frult and veqetable
import pricestor sofie Gulf,Middle-East and Western European countries.
TABLE : 13

MINTMUM AND MAXIMUM IMPORT PRICLS OF SOMD MAJOr FRESH FRUI'T AND VEGETABLLES

A) In Some Gulf and Middle-bLast Countries’ (1981-1384)

Fruits and Vegetables Min.Price(S/mTon) Max.Price(S/m Tun)
Oranges and Mandarins 237 1,565
Lemons and .imes 250 2,260
fpples 463 1,567
Pecaches 417 708
Pears 520 609
Grapes 373 1,832
Potatoes 179 1,131
Onions 163 296
Tomatoes 190 1,160

(%) : lraq,Jordan,Kuwait,Oman,Qatar,S.Arabia,Syria,U.A.Enirates.

B) 1In Some Western European Countries™ (1981-1984)

Fruits and Veqetables Min.Price($ /m Ton) Max.Price(S/m Ton)
Oranges and Mandarins 307 605
Lemons and Limes 271 718
Apples 129 813
Peaches 547 1,822
Pears 376 748
Grapes 519 1,096
Potatoes 101 559
Onions 162 762
Tomatoes 483 1,369

() : Belgium-Lux.,Denmark, Finland, France,F.R.Germany, Ttaly, Netherlands,
Norway, Sweden, Switzerland, U.K.
Source:FAO Trade YearBook,1984.
~40-
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2.5, MAJOR COMPETING COUNTRIES

Major competing countries based on produce are listed below ;

Oranges ¢ Spain, Morocco, Israel, Egypt
Mandarins : Spain

Lemons ¢ Italy, Spain

Apples : France, Italy, Hungarv
Peaches : Italy, Greece

Pears :  Italy, France

Grapes : Italy, Greece, Spain, Bulgaria
Potatoes : Netherlands, France, Egypt
Onions : Netherlands, Spain

Tomatoes : Netherlands, Spain, Bulgaria

Israel can nct be a competing country in the Middle-East and the Gulf market
because of its political interrelations with those countries.In addition to the
above mentioned countries,U.S.A. for oranges and apples,and Chile and
Argentina for apples are th: major competing overseas countries.Major
compating countries and their exports in 1984 are illustrated in Tables

14 and 15,
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TABLE : 15

EXPORTS OF VEGETABLES FROM MAJOR COMPETING COUNTRIES (1S84)

Western Lurope:

Potatoes

Oniorns

Tomatows

{m7Ton) ($/m1 )

(mTon) ($/mion)

{(mTon) (S/mTon)

(F)
(x)

Source :

: FAO Estimate

¢ Unofficial Fiqure

FAO Trade YearBook, 1984,

Belgium-Lux. 311,81¢ 15 Y,087 338 od L2 776
France 404,054 18] 30,911 304 i, 489 ©l4
F.R.Germany 236,633 104 5,515 313 2,329 5¢)
ltaly 329,849 334 54 &) 330 14,793 483
Nether lands: 1,603,215 206 447,119 225 4ol,083  73b
Spai 128,886 255 272,606 195 30%,44% 416
U.K. 177,989 219 15,580 29 ¢,833 856
Greec: 102,348 230 775 16l 532 414
TOTAL OF W.EUROPE 3,354,795 842,411 926,324
EBastern Furope

Hungary 18,987 7 27,775 138 3,076 194
poland 72,316 83 57,1008 158 1,200% 292
Balgaria 9,095 165 - — 98,375 254
Romania 50,000F 130  10,000% 250  80,000F 400
USSR 20,069 149 _— _— — -
TOTAL OF E.EUROPE 170,456 94,825 182,651

TOTAL OF EUROPE 3,525,261 937, 286 1,108,971

Other Countries

Israel 43,309 271 16,004 354 4,121 434
Morocco 53,000% 275 7,200% 278 85,000 353
Egypt 136,115 287 15,000 420  10,000% 400
U.S.A. 67,586 291 125,718 316 72,816 590
Argentina 1,000r 430 1,500F 193 -~ -
Chile - - 25,264 261 - -
TOTAL OF OTHER (OURTRIES 301,010 190, 686 171,937

GRAND 'TOTAL 3,826,27) 1,127,972 1,280,092



2.6. EXPORT POTENTIAL OF THE COMPANY TO THE TARGET MARKETS

As mentioned previously,total import potential of the Western Buropean
market is B.9 million m. tons for fresh fruits and 5.5 million m. tons
for fresh vegetables while the Midile-LCast and the Gulf countries

are umporting 1 million m. tons of fresh fruits and 0.7 million m. tons

of fresh vegetables.

Turkey is one of the major exporting countries into these target markasts.
Turkey has been exporting 352,026 m. tons of fruits and 346,004

m. tons of vegetarles in 1982 ,400,675 m. tons of fruits and 290,592

m. tons of vegetables in 1983, and 323,505 m. tons of fruits and

374,604 m. tons of vegetables in 1984.

It will be possible to export more than the targeted quantity of 30,000
m. tons of fresh fruits and vegetables annually, if the export
oriented company to be established, succesfully produces high

quality products and properly processes wnd packs the comodities.

As can be seen in the capacity selection section, (section 6)
packing lines have to operate only one shift (10 hrs) a day in
order to produce 30,000 m. tons of finished product annually. After
penetrating into the market by establishing a reputable brand name
and if the demand for this company's products increases, the company
will be able to produce an annual volume of 60,000 m. tons of fresh

fruits and vegetables by operating the packing lines two shifts /day.
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2.7. STRATEGIES AND RECOMMENDATIONS

High quality fresh fruits and vegetables, if properly processed

and packed, can always be marketed with higher prices to the target
markets of the project. In general, Turkey produces high quality
and tasty fruits and vegetables bacause of its good ecological

conditions.

The initial marketing strategy of the company must be to marke:
extra high quality products that are well processed and packed
in lesser quantities, instead of large quantities of average quality

products, hence, maximizing the profit margin on sales.

After the company's brand name gets well established in the target
market and the extension team gains more experience in contracting,
orchards, whose owners are living in other areas, in larger acreages,
high quality produce can be secured in larger quantities and thus,
volume of exports can be increased without any deterioration to the

brand name.

Early and/or late harvesting of fruits and vegetables in the Cukurova
region provides a competitive advantage for the company in the

market. The company must aim to produce and export its early/late
fruit and vegetable varieties in off-seasons of the competing countries

in order to have higher returns.
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3.0-ASSESSMENT OF DELIVERED PRICES AND PROFIT MARGINS

According to the results of the market survey maximum and minimum
import prices of fresh fruits and vegetables into some Gulf and
Middle-East countries, differ largely due to quality of the products
and the level of processing and packaging.Major fresh fruit and
vegetable import prices (CIF) into some Gu®* and Middle-East countries

(Irag, Jordan, Kuwait, Oman, Qatar, S.Arabia, Syria, U.A.Enirates)

are :
Min. Price Max. Price
$/m._ton $/m. ton
Oranges and Mandarins 237 1,565
Lemons and Limes 250 2,260
hpples 463 1,567
Peaches 417 708
Pears 520 609
Grapes 373 1,832
Tomatoes 190 1,160
Onions 163 296
Potatoes 179 1,131

Source : FAO, Trade Year Bock, 1984

Taking the above prices into consideration, the delivered fresh fruit
and vegetable export (CIF) prices assumed for the project were calculated.

In order to quantify the project in a more realistic way, expected
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export prices have been held lower than the average market prices,

This will increase ‘™e competitive strength of the products of the

project. Actual export prices of the company's high quality products,

will probably be higher than the assumed prices. Expccted CIF

export prices of the project are calculated based on Table: 13 and

Table : 17 to be as indicated in Table : 16.

TABLE : 16
EXPECTED COMMODITY EXPORT PRICES (CIF §/m Ton)
QOMMODITY VALUE
Oranges 450
Grapefruits 400
Lemons 500
Mandarins 550
Apples 500
Peaches 600
Pears 600
Grapes 500
Potatoes 350
Onions 225
Tomatoes 500
Other Vegetables 500

Tne project's average profit margin, based on these export prices,

was calculated to be13.82 % for the credit amortization period and

19.71 % for the period after that (see Financial Analyses; taction 10.0)
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4,(—-CONTRACT FARMING

4.1. CONTRACT FARMING OPERATION

Vegetables and annual crops will be produced through the implementation
of contract-farm operations. Citrus and other fruit production will be
contracted for at least one crop year and cultivation, irrigation,
fertilization, pest a:d disease control and harvesting will be
practiced under the control and technology transfer of the company's
farm management team, preferably to farmers who would like to contract
their orchards for longer years. The company will also lease land
where it will directly produce especially new and high priced crops
necessary for its operations. 1he production technology and programmss
will be set up by the company ard transferred to the contract farmers
through the horticultural exparts (extension team) of the company .
Farmer training and control of orchards and fields will be the main
responsibility of the company's extension team. Vegetable seeds and
reproduction material suited to the export market demands, will
either be imported or domestically obtained by the campany and
distributed to contract farmers. Fertilizers, pest and disease
control chemical compounds will be similarly obtained and/or partially
financed by the company. The company will also establish a farm
macninery pool suited for large field operations of vegetable and
fruit production. The machinery and equipment will be operated by

the company on a lease basis to the contract farmers.
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The contract with the farmers will include a minimum base price guarantee
and will further give incentives and premiums to those farmers who are
successful in yield and in quality production. The contract farmers

may also be given an extra bonus as a premiun in addition to the
guaranteed hase price if the company may realize a very successful export

programmz with large profit margins.

There are many orchaid owners who reside in large cities such as istanbul,
Ankara and lzmir who can not take care of their plantations themselves,
but hire a manager on a monthly pay or on a percent of incom: from the
sale of the crop. It will be possitie to include many of these orchards
into the contract farming system. Hence, management of these orchards

will be implenented by the company and 10-15 ¢ of grosz income will be
deducted from the payments to the orchards owners as inanagement fee.

This type of leasing will improve yields and quality of crops considerably,

since high technology will be implemented.

4.2, SIZE AND CAPACITY

Project is planned to export 30,000 m. tons of fresh fruits and vegetables
annually. In order for this product to bz at demanded quality standards,
contract farmers and the company should produce 36,320 m. tons of fresh
fruits and vegetables. 15,830 m. tons of this produce will be vegetables

and the remaining 20,490 m. tons will be fruits.

There will be 180 to 200 contracted farmers. Each contract farmer should

on the average, be able to produce 200 m. tons of produce, but this
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guantity depends on the variety of the product to be planted. Each
potential contract farm can produce 400 or 500 m. tons of potatoes

or onions, howev: “ust 40 or 50 m. tons of early vegetables.

4.3. SYSTEM
4,3.17. Incentives

In addition to the base payment, a promotion premium will be paid to
the contract farmers who are well adapting to contract farming system,
properly applying the technology transferred and producing high
quality products whicn will ircrease the export volume: and sales

price, committing to the contract terms,working in cooperation with the
company's extension team and being a good example to other contract

famers.

$ 294,136 premium for contrac: famns is recommended in the annual
operating costs for the export capacity of 30,0600 m tons of the product.

(See ANNEX III, Table :1)

4.3.2. Supports

Supports to the contract-farmers will consist of:
4.3.2.1. Procuremant of Sceds and Plantlets:

In order to produce high yields and specific varieties demanded by the
export markets, high quality seeds and/or plantlets non-existent in
Turkey, will be imported and distributed to contract farms on credit.

Cost of seeds and plantlets will be deducted from the payments to the

contract farmers for their produce.
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4.3.2.2. Procurement of Fertilizers and Plant Protection Chemicals:

Special fertilizers, such as liquid fertilizer, and plant protectioin
chemicals non-existent in Turkey will be imported and distributed to
contract farms on credit. Cost of fertilizers and chemicals will be

deducted from the sale price of delivered produce.
4.3.2.3. Procurement of Special Agricultural Farm Equipment:

Special seeding, planting,spraying, howing,and harvesting machinery
and equipment will be procured in order to maximize the quantity and
quality of the crops obtained from the unit area, to maximize the
cultivated lands and to minimize the harvesting and transportation
(from farm to the plant) losses. These machincries will either be
imported or be ordered from domestic minufacturers by the company.
Machineries will be leased to the contract farmers who are not able
to purchase them and rent will be deducted from the payments to the

contract farmers.

In order to finance the supports explained in sections 4.3.2.1. and

4.3.2.2., § 188,500 is reserved from the annual operating costs as a

cost of finance (section 10.2.3.).

$ 150,000 expenditure is allocated for the procurement of special
agricultural farm equipment within the total investment costs.

{section 9).
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4.3.3. Extension (Technology Transfer) :

Production of high-quality crops, maximization of yield,introduction
and adaptation of new varieties are the objectives of the extension
work. Technology transfer will include soil tillage for the preparation
of the sged-bed, seeding-planting, howing, spraying, irrigation and

harvesting techniques.

The field team of the company headed by a field manager, consisting
of five field specialists and ten field tecimiclans and six farm
machinery mechanics will impiemont the technology. For the operations
of the field team, ten 4-wheel Drive vehicles will be pwrchased and
this item is included in the investment budget (section 9). Annual
personnel costs tc provide this extension service, will bz § 107,782

(section 10).
4.3.4. Md>i=l Contract:

In general, the following articles will be included in the contract.

4.3.4.17. Undertakings of the Company

a- Company will guarantee to purchase all the crops produced from

the contracted arza.

b- Declaring that crops will be purchased at a guaranteed price announced
before seeding.

c- Contract farmers producing high quality crops (identified by the

campany) will be paid an additional premium or a bonus.



d- Technology related to production will be transferred.

e~ Special seeds will be distributed to the farmers and cost of
seeds will be deducted from the payments to the farmers.

f- Special fertilizers and spraying chemicals will be distributed
to the farmers and cost of fertilizers and chemicals will be
deducted from the payments to the farmers.

g- special agricultural farm equipment not available on the market
will be leased to the farmers and rent will be deducted from the

payments to the farmers.
4.3.4.2. Undertakinas oi the Farmer:

a- All the crops cultivated on the contracted area will be guaranteed
to be delivered and sold to the companvy.

b- No claims will be made, above the announced price at the time of
delivery to the company. The purchasing price may bz higher than the
quaranteed price.

c— Technology transferred by the company's extension team will be
practiced to full extent.

d- Costs of seeds, fertilizers and chemicals supplied by the company
will be paid when the crops are sold to the company.
- e- Rent of leased equipment will be p=id to the company when the

crops are sold.
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5.0-TRANSPORT AND STORAGE FACILITIES

5.7. TPANSPORTIIION

In Turkey, there exists a considerable number of trucks and trailers
both refrigarated and normal. Many countries have international
transportation passing throug:: Turkev, cause of the country's
geographical position between Middle-Last, Asia and Burope. These
trucks and/or trai 2rs are also available for hiring whon thoy are
returning back to their countries. Thus, no investment is nezcessary

for establishing a transport flect for the company.
Some technical information about transport vehicles arc as follows:

Number of Axles: Vehicles gencrally have 5 zules, but some have - axles
according to the type of vehicle.

Maximum Transpo:rting Capacity: 22 Tons.

Maxiium Speed: 120 km.s/hr.

Weight (unloaded): 16 Tons.

Net volume: differs between 55-65 m3 according to the thickness of
isolation matter.

Cooling systems: Mainly Thermoking coolers are used. Minimum cooling

temperature is~-290C
5.2. COST OF TRANSPORTATION

Generally, fresh fruits and vegetables are transported in trailers up
to an amount of 22 tons and the transporting companies quote prices per
truck bases, independent of gquantity. Hence, it does not differ whether

the truck is full or not, charging constant prices between 0-22 tons.
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Prices from Qukurova region to West European and Gulf countries are

illustrated in Table: 17 (December, 1985 prices).

TABLE : 17

TRUCK RENTAL PRICES FROM THE CuKUROVZ REGION TO SOME

Countries

Kuwait

Irag

Iran
S.Arabia
U.A.BEmirates
Qatar

France
W.Germany
England

Holland

WEST EUROPEAN AND MIDDLE-EASTERN COUNTRIES

Standard (§ /truck-trailer)

weirigerated (§/truck-trailer)

1,500

900
1,000
1,900
2,700
2,400
1,050
1,000
1,600

1,200

2,400

1,400

1,600
2,200

1,700

These prices obviously do change according to the supply and demand

and also if the trailers arc available at the locations where loading

will take place by chance, prices then fall about $ 200-300 below

the above mentioned rates.

Prices also depend on the quantity and the continuity of the job, target

country conditions, etc. and can differ within a range of $ 100-400.
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Additionally, trucks and trailers belonging to Kuwait, Bulgaria and
some other countries can transport quite cheaper than the Turkish companies,

if they are twning back unloaded to their countries through Turkey.

Considering these facts an average of $ 1,500/truck-trailer, has been
considered as the cost of transportation of the fresh fruits and

vegetables exported by the company in this pricct.

Turkish transporting companies are not easily willing to transport to

somz countries which are listed below:

Syria has high transit costs and penalties, Besides, tho trucks can
enter only in groups of fifty, sometimes causing 2-3 days of delay

for the formation of a 50 truck comvoy.

For Jordan, because cof the above-mentioned problems in Syria, trucks
and trailers prefer to go through the Irag route, causina additional
costs due to longer distance and transit cost from Irag (about

500 $/truck)

In Denmark, foreign truck-trailers can not enter into the country,
but the load is transferred to Danish truck-trailers at the border,

which is a discouraging factor for transporters as well.

5.3. STORAGLE QOST

The Meat and Fish Corporation (E.B.K), which is a State Economic
Enterprise, charges 25 $/T for storing fresh fr ‘s and vegetables for

a month in 1985,
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However, the price charged by E.B.K. is lower than the private sector.

The storage price of the private sector is more than two fold of the

price of E.B.K.

In spite of the high price of private sector,customers prefer them due to
the bureaucracy applied by the public sector,mainly based on the difficul-

ties when removing the produce from storage.
5.4.EXISTING STORAGL FACILITIES

In Turkey,ine total capacity of cold stores having capacities of more than
100 tons is 686,504 tons and the total number is 653.1n addition to the
existing cold stores there are also 39 cold stores with a total of 53,410
ton capacity which are under construction and 54 cold stores with 33,618

tons capacity which are closzd.For rore detailed information see Annex I.4.

The distribution of cold stores with respect to their legal structure are

summarized in Table :18.

TABLE : 18
DISTRIBUTION OF COLD STORES BASED ON LEGAL STRUCTURE

TURKEY REGION
Cap. Cap.
No. % (m_Ton) $ No. % (mTon) %
Municipalities 223 33.9 101,494 4.8 9 76.4 3,790 " 3.9
The Meat and Fish Corp. (EBK) 3 5.9 31,895 4.6 3 6.1 3,750 4.5
The Turkish Milk Ind.Corp.(SEK) 3¢ 5.5 11,200 1.6 1 2.0 640 0.8
Other Public Enterprises 18 2.7 20,245 3.0 1 2.0 200 0.2
Cooperatives 41 6.2 63,270 9.6 3 6.1 8,500 10.3
The Private Sector 301 45.8 458,400 66.8 32 65.4 66,170 80.3
TOTAL 658 100.0 686,504 i100.0 49 100.0 82,450 100.0

Source : Fruit and Vegetable Master Plan,SPO, 1985
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6.0~ CAPACITY SELECTION

6.1. EXPORT PLANNING

The availability of raw material and realized exports over the years
from this region arc no constraints for the realization of an integ-
rated and properly organized expcots of 30,000m tons of fresh fraits
and vegetables. The objective in selecting a volum: of 30,000 m tons
is to supply suificient quantities throucnaiithe year to the varioas
countries in the Gulf arca,which imports over 1.6 million tons of
fruit and vegetables,so that the new brand name introduced,will be
presented to the customers continuously,as a supplicr of high qualities
commodities. Furthermore,effici nt use of selected processing lines
with optimum capacities and wit: a maximum utilization for soms conrno-
dities and for some of the lines,yicld a volune of exportable 30,000

m tons of fruit and vegetables.

Export of 30,000 m tons of fresh fruits and vegetables is projected
and this projected volume will be realized in the third year of
operation. The reasons of this transition stage are the adaptation
and training need of the personnel and the period necessary to
accomplish maximum efficiency in the contract farming system and to
penetrate into the market with a new brand name. Project will operate
with 50 % capacity for the first year and with 75 % capacity for the
second year of operation. Export plan for fruits and vegetables

varieties is illustrated in Table : 19.
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TABLE : 19

EXPORT PLAN UNTIL FULL CAPACITY IS REACHED(m Tons/Year)

COMMODITIES YEAR 1 YEAR 2 YEAR 3
Oranges 1,500 2,250 3,000
Lemons 500 750 1,000
Grapefruit 1,500 2,250 3,000
Mandarins 500 750 1,000
Apples 3,000 4,500 6,000
Pears 250 375 500
Peaches 750 1,125 1,500
Grapes 500 750 1,000
Tomatoes 1,000 1,500 2,000
Potatoes 2,500 3,750 5,000
Onions 1,500 2,250 3,000
Others* 1,500 2,250 3,000
TOTAL 15,000 22,500 30,000

(*) : Cherries,apricots,figs,carrots,red radish,cauliflower,

squash,eggplant,etc.

It is expected that 80 % of the products will bz exported to the
Middle-East and Gulf countries and 20 % will be exported to the
West Buropean countries. Early or late maturing varieties of lemons,
mandarins,grapefruits,potatocs and other vegetables will primarily

be exported to Western Burope.

Table 20 illustrates the projected annual export schedule. Some of
the citrus fruits and apples,grapes,potatoes and onions will be
exported immediately after the harvest and the remaining portion

will be kept in cold store until the market prices increase up to

the desired level.
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TABLE : 20

EXPORT SCHEDUT.E

January February March April May June July August September October November December

Oranges XX XX ¥ X X XX
Lemons XX X X X X X X X X X X X X XX
Grapefruits X X X X X X X X X X
Mandarins X X X X X X XX
Apples X X X X XX X X X X XX X

Pears X X X X X X XX

Peaches XX XX XX XX

Grapes X X X XX XX XX XX X X X

Tomatoes X X X X X XX XX XX XX X X X

Potatoes X X X X XX XX XX XX XX XX X

Onions X X X X XX XX X X X X XX XX X

Others X X X XX XX X

X = 15 Days



6.2. PRODUCTION PLANNING

36,320 m tons of fresh fruits and vegetables should be produced by
contract farms in order to obtain 30,000 m tons of packaged produce.
Projected production volumes of fresh fruits and vegetables for the first
three years of operation is illustrated in Table : 21. The project will
be able to handle different species other than those listed below, inorder

to meet the changes in demand of the target market.

Detailed information about production inputs are given in section 7.3.

Harvesting schedule for the produce is illustrated in Table : 22.

TABLE : 21
PROJECTED PRODUCTION OF FRUITS AND VEGETABLES

Commxdities Production ( m Ton/Year )

Year 1 Year 2 Year 3
Oranges 1,875 2,813 3,750
Grapefruits 1,665 2,498 3,330
Lemons 625 938 1,250
Mandarins 625 938 1,250
Apples 3,750 5,625 7,560
Peaches 835 1,253 1,670
Pears 280 420 560
Grapes 590 885 1,180
Potatoes 2,945 4,418 5,890
Onions 1,665 2,498 3,330
Tomatoes 1,230 2,145 2,860
Others 1,875 2,813 3,750
TOTAL 18,160 27,244 36,320
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TABLE : 22
HARVESTING SCHEDULE

January February March April May June July August September October November Decentber

Oranges XX XX X X
Lemons XX XX XX X X XX
Grapefruits X X X X X X
Mandarins X X X X XX
Apples XX XX XX XX
Pears XX XX X X X X
Peaches XX XX XX XX
Grapes XX XX XX X X
Tomatoes X A X XX XX XX
Potatoes X XX X XX XX
Onions X XX XX XX XX ¥ X X
Others X XX xx X X X

X = 15 Days

Note : The periods can eucend considerably by introduction of new early and late maturing varieties and if
production ic realized under cover.



6.3. CAPACITY OF PACKAGING AND STORAGE UNITS

In order to obtain 30,000 m. tons of exportable produce annually,
the project will process 36,320mtons of fresh produc through
four packing lines in th: processing plant, 5,000 m. tons capacity
cold store has beaon planned to store some of the produce to extend

the mar-etability of fresh produce, which is quite perishable.

6.3.1. Capacity of Packaging Units

Table : 23 illustrates the produce species and quantities to be packed
through each packing line, processing period in accordance with

the harvesting period for each line, and daily theoretical and actual
processing capacity for each line. It is assumad that the packing

lines will opsrate 25 days a month and 10 hours a day.

6.3.2. Capacity of Storage Units

Sare of the washed,graded or packaged produce especially apples,potatoes,
citrus and others,will be held in cold storage between (-2 to +1OOC) tempe-
rature time until the off-season of that product,in order to receive higher

prices from the export market without loosing its marketable quality.

The monthly capacity utilization of the 5,000 m ton cold storage space

is illustrated in the Table given on page 65.

During the summer months precooling is a necessary operation before the
shiprent of fresh produce by refrigerated trucks. Some of the cold storage

area,will operate as precooling unit during the summer months.
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TABLE : 23

Packaging Line

Produce

Ho 4

Oranges
Lemons
Grapefruits
TOTAL

Mandarins
Apples
Pears
Peaches
Tomatoes
TOIAL

Potatoes
Onions

Grapes

CAPACITY OF THE PACKAGING UNITS

Fresh Material

Inputs

m.Ton/Year

3,750
1,250
3,330
8,330

1,250
7,500
560
1,670
2,860
13,840

5,890
3,330
9,220

1,180
3,750
4,930

Packing Period

Per Year
Months Days
5 125
6 150
5 125
4 100

Required

Capacity

Tons/day Tons/h

67

92

74

49

6,7

7,4

4,9

Selected
Capacity

10

10

10



MONTH!.Y DISTRIBUTION OF MAIM COMMODITIES IN COLD STORAGE
January February March April May  June July August September
Citrus 1,000 2,000 1,500 1,000 1,000 750 500 250 -
Apple 2,500 2,000 1,500 1,000 500 - — - -
Potatoes 1,500 1,000 500 - - - - - 500
Others - - - - -~ 2,000 2,000 2,000 2,000
5,000 5,000 3,500 2,000 1,500 2,750 2,500 2,250 2,500

TOTAL

October  Novembver Deceamber
1,000 2,000 3,000
2,000 3,000 2,000
2,000 - -—

5,000 5,000 5,000



7.0-PRODUCTION AND PACKAGING SYSTEMS

As mentioned previously,fresh fruits and vegetables will be produced

by the contract farms for the company. The compary may also produce annual
crops, such as potatoes,tomatoes, and other vegetables on leased land.
The company will also produce some vegetable seeds on leased land and

will distribute to contract farms.

All fresh produce will be procecsed through the various lines of the
packing house. Same products will be marketed immediately after the
precooling operation and some products and/or parts of them will be
held in cold stores until they reach their eating maturity ( apples,

pears) or can be marketed when the demard is high.
7.1. PRODUCTION TRECHNOLOGY

Field Management Department of the company will establish the most
advanced production technology and will implement the transfer of

technology to the contract farmers.

Producticn technology for the contracted orchards will include such
topics as appropriate and ti.rrely;tillage,fertilization,irrigation and
spraying the orchards and harvesting and transportation of the produce

without losses.

Selection of suitable equipment for proper soil tillage of the seed-bed,
seeding-planting,fertilizing,hoeing, irrigation,spraying,harvesting and
transportation techniques and practices will be the topics of production

technology for the contracted vegetable growers.
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Fertilizers, chemicals and fana nachinery required by the technology,

will be determined by the farm management staff of the company.

In Turkey, tomatoes, potatoes, onions, etc. are presently produced

in small plots and production is not yet mechanized,with the exception
of s0il tillage operations. In order to improve the quality and
productivity and to decrease production costs, partially-mechanized
large scales production of fraits and vegetables will be rezlized

by the unpany. Therefore, the farm machinery pool to be established
by the campany will compile the required specific purposze farm
machinery and equipment which will be leased to the contract-farmers

who are not able to purchase them.
7.2. PACXKAGING TECHNOLOGY

Properly harvested fruits and vegetables will be transported to
the packing house in field boxes by tractor trailers or truck
trailers. While harvesting anc transporting, consideration will

be given to reduce handling losses and injuries.
Series of operations to be applied in the packing house will be:
A~ Cleaning :

Fruits and vegetables may be washed or cleaned by brushing to

remove dirt and spray residues.
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B~

First Sorting :

Cleaned fruits and vegetables are sorted manually and decayed and

bruised ones are eliminated.
Treatment :

- Sodium—orthophenyl-phenate ( S.0.P.P.) is used in conbinat.on with
hexamine in the soak tank.This treatment is followed by rinsing, in
order to keep the chemical residues within the limits authorized and

to avoid any phytotoxic effect.

- Thiabendazole (T.B.Z.} is applied after washing of the fruit.This
chemical is not rinsed off and acts as a decay preventing agent in

storage and/or during transport to target markets.

Drying :

Fruits and vegetables are dried while passing through hot air venti-

lation before and after the waxing operation.

Waxing :

Fruits are covered with a thin wax layer in order to preserve their
freshness during storage or transport to distant markets. Fruits may
either be sprayed with wax emilsion or be immersed in a wax pool

for waxing.Waxes may also contain fungicides.
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F-

Sorting and Grading :

Fruits and vegetables are sorted once again manually and classified
into two broad categories for domestic and export markets.Export
products can further be classified as extra,first and second qual ty
by electronic eye color sorters to differentiate physiological

maturity ( lemons) and/or color int.nsity ( apples) .

Sizing :
In general,products are automatically sized in the packing house.Some

other produce such as grapes,cauliflowers and artichokes are sized

manually.

Packing :

Sized fruits and vegetables are packed in corrugated boxes or bagged.
Some citrus fruits are individually wrapped in wrapping paper which
may or may not be impregnated with a decay preventing chemical called
diphenyl. Other fruits are put in moulded trays and than packed.Packed
products are placed on pallets and are either loaded to trailers for
delivcyry or stored.

Cooling :

Depending on the export programme,some products are transported
immediately after packing and precooling operations, and some are

kept in cold storage before or after packing.

Table : 24 illustrates the required storage conditions and optimum

storage periods for same species of fruits and vegetables grown

in Turkey.
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STORAGE CONDITIONS AND PERIODS

Product Tempzrature Hunidity Storage
(°c) (%) Period

Apple (Golden) + 1/+ 2 94-96 5-6 months
Apple (Starking) + 2/+ 3 90-95 5-¢  months
Pear (Williams) -1/%0 85-95 2-3  nonths
Pear (Anjou) -1/+0 85-90 5-6  months
Grape -1/+ 0 90-95 4-5 nonths
Peach -1/%1 85-90 1-1.5 months
Cherry -1/+ 1 85-90 15-20 days
Sour cherry -1/+0 85-90 17-20 days
Strawberry +0 85-90 1-5 days
Melon + 5/+10 85-90 3-4  weeks
Lemon +10/+14 85-90 1-5 months
Grapefruit +10 85-90 3-10 weeks
Orange (W .Navel) + 4/+ 7 85-90 1-4  months
Orange (V.Late) + 5/+ 6 75~80 4 months
Orange (Shamouti) +5/+ 6 75-80 4 rmonths
Banana (Green) +11/+14 90-95 1-2 nmonths
Tamato (Green) + 7/+10 90 2-3  weeks
Carrot -1/+ ¢ 90-95 4-6  months
Potato (Early) + 3/+ 4 85-90 1-3 weeks
Potato (Late) + 5 85-90 8 months
Seed Potatoes +2/+ 7 85-90 5-8 months
Onion - 2/%0 65-75 10 nonths

-70~



Number and sequence of required operations listed above varies depending
on the variety of fruits and vegetables.Also,some products should be
stored in S0, enriched atmosphere and some citrus fruits should be

degreened with ethylene gas application if necessary.
7.3. PRODUCTION INPUTS

Fresh fruit and vegetable input required for the production of 30,000

m tons of packaged produce is illustrated in Table : 25.

TABLE : 25
PRODUCTION INPUT-QUTPUT (m Tons)

Cormodity Usable Material Fresh Material Packaged Produce

(%) Input Output
Oranges 80 3,750 3,000
Grapefruits 90 3,330 3,000
Lemons 80 1,250 1,000
Mandarins 80 1,250 1,000
Apples 80 7,500 6,000
Peaches 90 1,670 1,500
Pears 90 560 500
Grapes 85 1,180 1,000
Potatoes 85 5,890 5,000(1)
Onions 90 3,330 3,000(1)
Tomatoes 70 2,860 2,000
Others 80 3,750 3,000
TOTAL 36,320 30,000

(1) : These two commodities will be marketed in bags only.All the other
camodities are packaged in corrugated paperboard boxes.
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7.4. PACKAGING

INPUTS

Required packing materials, which were mentioned in section 7.2., are

shown in Table :

is given in Annex (III-Table : 6).

TABLE : 26

Jtem

A-Corrugated Boxes

B-Synthetic Fibre
Bags

C-Moulded Trays

D-Other Packing

Materials

- Wrapping Paper
with/without
Diphenyl

- Wax Emalsion

— Chemicals

- Labels,Wires,
Punches, etc.

PACKING MATERTAL REQUI}_MENT

26.Detailed information about the packing materials

Produce: Net Produce Required Amount

Capacity (kq) {1,000 Units)

Oranges,lemms, 18 - 20 790

Grapefruit,Apples,

Pears, Peaches

Mandarins, Tomatoes, 8 - 12 700

Grapes and Others

Onions,Potatoes 10 - 25 350

Apples,Pears, Peaches 4 -5 1,800
Quantity/Ton Total Amount

Some Citrus 2 kg 16,000 kg

Citrus,Apple 1.5 1t 21,000 1t

All products 1.0 1t 36,000 1t

All products - 30,000 kg
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8. 0-MANAGEMENT
8.1. CONTRACT F'ARMING

As stated previously in contract farming section(section 4),required
fresh fruit and vegetable input for the project,will be produced by

180-200 contract-farmers.

Overall production plan will be determined by the participation of the
General Manager,Marketing Manager,Plant Manager and Field Manager. In
accordance with this plan,the Fiecld Manager and Extension-team,who are
responsible for the organization of the contract farming system will

establish which crops will have to be planted by which contract farms

and when.

The Plantation Program,in accordance with the Packing-house Operation -
Program,will be d.stributed to contract-farms by the Extension-team.
In order to extend the packaging period and to prevent the accurmila-
tion of delivered produce exceeding the packaging capacity,planting
and harvesting dates for each crop to be cultivated,will be programmed
and dispersed to a period of time within the genetic and ecological

limits of that crop and farm,respectively.

An Extension-team consisting of 5 field-specialists,10 field technicians
and 6 farm machinery mechanics will be responsible of the implementation
of the production plan and progra” it the contract farm level and will
organize the technology transfer and follow up the distribution of the

supports to the contract farms.
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The Extension-team will also manage the orchards leased from the
owners residing in large cities.Foremen,skilled and unskilled
temporary workers that will be employed in these orchards,will be
hired by the project. The labor and operating expenses of each such
orchard are not included in the annual expenses because these costs

will be covered by a management fee set forth with each contract.
8.2. COMPANY MAN-~-POWER PLANNING

Personnel will consist of two types of employees; permanent personnel

(administrative staff) and temporary work-force (seasonal workers).

8.2.1. Permanent Personnel ( Administrative Staff )

80 permanent personnel to be employed by the company is shown in Table:27.

TABLE : 27.
ORGANIZATIONAL CHART
{General Manager |
| Telex Operator} retary |
i I - 1 T -1
IField Mar.] |Plant Mar.] [Cold Storage Mar.] ([Finance Mgr.] |Marketing Mar.]
|
| Secretaryl] [Secretaryi [Secretary 1} |Secretaries 3| [Secretaries 2
Field =5 t_J Flant Foremen 2| |Bookkeepers 3] [Salesmen 5|
Specialistg|Foremen 4 I
!
Field 10 [Rintenance 4] [Maintenance 7] Personnel Adm‘
jcian [ staff 3

[Farm MEch. {Mechanics 7] | Mechanics 2} | Watchmen 5]
LMQQ_ hanics €

Fork~-1itt Fork-Iift

Drivers 4 Drivers 2

|
Janitorial 5
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8.2.2. Temporary Work-force ( Seasonal Workers )

Qualifications of the required temporary work-force and their respec-

tive distribution to pucking lines and number of days to be employed

are shown below ;

Unskilled Packer Supervisory Total Days/Year

Packing Line No 1 20 50 7 77 125

Packing Line No 2 20 50 7 77 150

Packing Line No 3 30 _ 3 33 125

Packing Line No 4 10 30 4 44 100
80 130 21 231

8.3. MARKETING

Marketing efforts of the company will be directed by a marketing manager
and five salesmen. Since the project is totally export oriented,there
should be direct connection with the large importers and wholesalers

of the target market countries. Generating this connection one year in
advance and preparing a corresponding production program should be the
primary objective of the management. In order to promote and publicize
the products and the brand name of the company, and advertisement |
campaign must be implemented in the target countries. $ 276,500 annual
advertisement and promotion budget is allocated for this effort.

( See ANNEX : III.7.). Also, $ 207,375 budget is allocated for the

marketing operations of the sales-force.

An import campany fram one of the target countries might be the partner
of the company to be established. In this case nost of the marketing

problems of the company will be solved to a great extent.
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9.0-COST OF INVESTMENT

Tables28 illustrates the cost of investment.For more detailed information

about the cost of investment, see ANNEX : II

TABRLE : 28
COST OF INVESTMENT ($)

Land 400,000
Infrastructure 260,000
Building 1,281,000
Imported Machinery and

Equipment, (CIF) 1,374,200
Local Machinery and Equipment 530,000
Vehicles 244,800
Preoperating Expenses 110,000
TOTAL COST OF I'IXED INVESTMENT 4,200,000
WORKING CAPITAL* 2,300,000
TOTAL INVESTMENT COST 6,500,000

* For details see Section 10.2.4.
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10.0-FINANCIAL ANALYSES

10.1. EXISTING FINANCIAL FACTORS

Financial analyses were conducted by considering the current incentives,
supports, tax rebates and credit terms of Turkey. Factors related to
fresh fruits and vegetables for 1986 are:

10.1.1. Ircentives

Incentives announced for the agro-industry investments are:

a- Qustom Tax Exemption: All imported machinery and equipment

necessary for the investment will not be subject to custom duties,

b~ Tax-Exempticns:

b.1. Investment Promotion: Upto 100 % of fixed investment is deductable

from trxable corporate income as a promotion of investments in Turkey.
Such investments benefiting from the incentive privileges will not be
subject to corporate tax until 100 % of the total investment expenditures
(excluding working capital anc the cost of land) in fully integrated
investments and only 40 %, in unintegrated investments, are paid up.

This means that in this investment no corporate tax will be paid,

until 100 ¢ of +otal fixed investment cost is recovered through the
reduction from the taxable corpor;ate income. That is, no income tax

will be paid until $ 3,800,000 are deducted cumlatively from

annuzl taxable corporate income.

-77-



b.2. Corporated Incame Tax Exemption on Exports: 20 % of the export

revenues will be deducted from the taxable corporate income.

c- Tax Rebates

c.1. Tax Rebates on Export Sales of Over Two Million Dollars: If the

annnual export sales revenue for 1986, is more than $ 2 million, for
the $ 2-10 million range only 2.4 % and for the 2Xports over $ 10

million, 4.8 % tax rebate will paid back in Turkish liras as a tax rebate

to promote exports.

c.2. Tax Rebate From Resource Utilization Support T'und: An additional

4 % premium on export sales will be received from the"Resource

NMtilization Support Fund".

10.1.2. Supports to Investments

In order to encourage investments, the state is supporting the investors

with same special funds. These supports are :

a- Resource Utilization Support Fund: 7 % of the expenditures made

by an investor on fixed investments will be paid back from this fund.

b- Export Promotion Fund: 15 % of the value of local machinery

and equipment purchased for the investment will be paid back.However,
5 % of the value of imported machinery and equipment must be paid

to this fund by the investor.
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10.1.3. Credits

Commercial credit interest rates normally vary between 59 % and

61 % in Turkey. This increases upto 65 § by the addition of all

other expenses and taxes.

If however, the company is granted a promction and incentive
permit, the interest rate will be 45 % including all expenses. The

difference is subsidized by the Central Bank of Turkey.

Credit will be allocated upto 50 or 60 % of the total project cost
and the remaining 40 or 50 % will be required as capital equity, as

determined by SPO.

Credit repavment period is 10 years with 2 years of grace.Repayment

will be by 8 equal installments starting from the third year on.

10.1.4. Nominal Values of the Incentives, Supocrts, Tay Rebates

and Benefits on Credit Terms:

a- Custom Tax Exemption: All imported machinery and equipment of the

project are exempted from custom duties. Nominal value of this support

will be;
$ 1,374,200 x 60 % (Custom Tax Rate) = § 824,520

b, Corporated Income Tax Exemption on Investment:

Fixed Investment $ 4,200,000
(less) Cost of Land $ 400,000

Total Subject to Exemption §$ 3,800,000
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c- Corporated Income Tax Exemption From Export:20 % of the export revenues

will be deducted from the income tax base each year., For the 30,000
m tons of exnort sales volume of the project,amount that will be

deducted from the income tax basv will ix

S 13,225,000 x 20 % = 2,045,000

Therefore,nominal value of the earnings will be ;
$ Z,045,000 x 47,38 % = 1,253,202

d- Incentives and Tan Rebates on Exports : As indicated 1n section

10.1.1.c,nominal values ot incentives and tax rebates on exports,
based on annual export sales volume of 30,000 m tons of fresh fruits

and vegetables will be ;

d.l. Tax Rebates on Exports

Between § 2,000,000 and $ 10,000,000

$ 8,000,000 x 2.4 % = $ 192,000
Over $ 10,000,000
S 3,225,000 x 4.8 % = $ 154,800
d.Z2. Premium of Resource Utilization Support Fund
S 13,225,000 x 4 % $ 529,000
Total Incentives and Tav Rebates = § 875,800

€- Supports to Investment : As explained in section 10.1.2., noninal

earnings from the State Supports to investment will be as follows :

e.l. From Resource Utilization Support Fund :

$ 4,200,000 (Fixed Investments ) x 7% = § 294,000
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e.2. From Export Promotion Fund;

$ 530,000 (Local Machinery and Equipment) x 15 ¢ = $ 79,500
To Export Promotion Fund ;

$ 1,374,200 (Imported Machinery and Equipment) x 5 & = $(68,710)

Total Supports to Investment $ 304,790
f. Credits : § 3,250,000 credit will be utilized in order to meet 50 %
of the total project cost. Since the project will be granted an incen-
tive permit,as explained in section 10.1.3., 20 % of the interest rate

( 65% — 453 ) will be subsidized by The Central Bank of Turkey. Hence,

the annual Cantral Bank subsidy will be ;

$ 3,250,000 » 20% = $ 650,000
10.2. CASH FLOW

10.2.1. Export Revenues

Project sales prices (CIF) are assumed to be lower than the average
import prices of the target markets in order to overcome the disadvan—
tage of being new in the market and to take th= campetitive advantage
of discounted prices. This will quantify the project in a more

realistic way.

Expected average sales prices are calculated as 488 $/m ton for the
fruits and 379 $/m ton for the vegetables. Detailed figure are

illustrated in Table: 29.
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TABLE : 29

Commodity

Oranges
Grapefruit
Lemorn
Mandarins
Apples
Peaches
Pears
Grapes
Potatoes
Onions

Tomatoes

Other Vegetables*

EXPORT REVENUES

Quantity

{m Ton)

3,000
3,000
1,000
1,000
6,000
1,500

500
1,000
5,000
3,000
2,000

3,000

30,000

CIF Value Total Expected
(S/m ‘Ton) Revenues(1,000S)

450 1,350

400 1,200

500 500

550 550

500 3,000

600 900

600 300

500 500

350 1,750

225 675

500 1,000

500 1,500

13,225

(%) : Melon,Water Melon, Eqg Plant, Squash

10.2.2. Annual Revenues

Total annual revenues are classified into four broad categories |

Exyort revenues,Tax Rebates-incentives on Export,By-products and

cold storage rental.



a. Export Revenues : It is assumed that,with the export volume of

30,000 m tons,export revenues will be £ 13,225,000 as 1ndicated 1n
section 10.2.1.

b, Incentives-Tax Retztes : Given the State incentives tax rebates

and incentives on export sales of  § 13,215,000 will be the followings.

(See Section 10.1..1.°.

a- ‘lax Rebates on Exports

Between $ Z,000,000 and $ 10,000,000 ot export sales

$ 192,000

1

S K,000,000 x 2.4 %
Over $10,000,000 of export sales :

S 3,225,000 x 4.8 % s 154,800

b~ Incentives of Kesource Utilization Fund

$ 12,225,000 x4 4 = § 529,000
Total 1ncentives and Tax Rebates $ 875,800

c. By-products : As explained in section 10.2.3.1,from 20,490 m tons
of fresh fruit input,17,000m tons of exportable first-qualaty fresh

fruits and from 15,830 m tons of fresh vegetable input,13,000 m tons
of exportable first-quality fresh vegetables will bc exported by the
company annually. The remaining 3,490 m tons fruits and 2,630 m tons
vegetables will remain as discards. However,it will be possible to

sell approximately 3,000 m tons of discarded fruits and 2,500 m tons
of discarded vegetables into the domestic market at produce factory

delivery prices.
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Average delivered purchase price from contract farmers will be 110 $/
m ton for fruits and 60 $/m ton for vevetables, Therefore,annual by-

product revenue for the export capacity of 30,000 m tons will be ;

3,000 m tons fruit x 110 $/m ton = $ 330,080 °
2,500 m tons vegetable x 60 $/m ton = § 150,000
Total By-Product Revenue $ 480,000

d. Cold-Storade Rental : Cold-storage space of the packing~house can

be rented during idle periods. As indicated in section 5.3,E.B.K.
charges 25 $/m ton/month for storing fresh fruits and vegetables.

5,000 m tons of fresh fruits z.1d vegetables can be stored by the
project. Therefore,in the colc storage rental case, $ 125,000 income
will be earned for each month. It will not be possible to rent cold
storage space when the project reaches full capacity. However,for tie
first two years of operation,cold-storage rental income can be consider-
ed. Hence,rental income for the first year can be calculated for 50 $
capacity,and for the second year,for 25 % capacity,of the cold-storage

space.

First Year ; 125,000 £/month x 6 months $ 750,000

£ 375,000

Second Year ; 125,000 $/month x 3 months

Total annual revenues are summarized in Table : 30.
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TABLE : 30

SUMMARY OF TOTAL ANNUAL REVENUES (1,000 §)

Year : 1 2 3 and up

Utilized Capacity : 50 % 75 % {FULL)

A- Export F venues 6,613 9,919 13,225
B- Incentives-Tax Rebates 375 587 876
C- By Products 240 360 480
D- Cold Storage Rental 750 375 --
Total Revenues 7,978 11,241 14,581

10.2.3. Annual Operating Costs

10.2.3.1. Direct Operating Costs

Direct operating ccsts tor the first three years of the operation
are shown 1n Table : 3]. after the third year,these costs will be
fixed because of constant export volume of 30,000 m tons of fresh

fruits and vegetables annually. For more detailed information see

Annex (III).
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TABLE : 31

ANIWWUAL, DIRECT OPERATING COSTS ($)

Year 1 Year 2 Year 3
Raw Materials 3,088,432 4,632,647 6,176,863
Direct Labo. 96,378 144,566 192,755
Utilities 366,313 366,313 366,313
Pack ing 562,000 843,000 1,124,000
Transportation 1,181,250 1,771,875 2,362,500
Administration 449,198 449,198 449,198
Sales Expense 241,938 362,906 483,875
Maintenance 70,038 70,038 70,038
C/F Supports and R/D 94,250 141,375 188,500
TOTAL DIRECT OPERATING COSYS 6,149,797 8,761,918 11,414,042

10.2.3.2. Depreciation

Depreciation was calculated on a straight line basis over the expected
econamic life of each capital item. Table : 32 illustrates the annual

depreciation cost of each item and depreciation costs for each year.
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DEPRECIATION EXPENSE

Item Life (Years) Original Cost hnnual

Depreciation
($) ($)
Land 50 400,000 8,000
Infrastructure 20 260,000 13,000
Buildings 20 1,281,000 64,050
Machinery and Equ.pment 10 1,904,200 190,420
Vehicles 5 244,800 48,960
Preoperating Expenses 5 110,000 22,000
Years : 1-5 6 - 10 1M1 -20 21 -50

Depreciation($): 346,430 275,470 85,050 8,000

10.2.3.3. Interest

The total fixed investment is estimated to be $ 4,200,000 and total
investment with working capital would be § 6,500,000, It is assumed
that 50 % of the total investment will be financed by the credit
equity at 45 % interest rate. Credit repayment peried will be 10 years
with two years grace. Credit utilization will be realized within

first thrae years, because working capital requirement (section 10.2.4)

will increase during this period.
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TABLE : 33
COST OF INTEREST

Years Credit at the Amortization Remaining Interest

Baginning ($) Repayment ($) Balance($) Cost ($)

1 2,173,722(*) -- 2,173,722 978,175
2 2,711,861 - - 2,711,861 1,220,338
3 3,250,000 271,715 2,978,285 1,462,500
4 2,978,285 338,962 2,639,303 1,340,228
5 2,639,303 406,250 2,233,053 1,187,686
6 2,233,053 406,250 1,826,803 1,004,874
7 1,826,803 406,250 1,420,553 822,041
8 1,420,553 406,250 1,014,303 639,249
9 1,014,303 406,250 605,053 456,436
10 608,053 406,250 201,803 273,624
11 201,803 134,534 67,269 90,811
12 67,269 67,269 0 30,27

3,250,000 9,506,253

(*) Total Fixed Investment - Capital BEquity $ 950,000

Working Capital Requirement for the first year= $ 1,223,722

Credit utilization for the first year $ 2,173,722
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10.2.4- Working Capital :

Working Capital Requirement is calcuiated as follows.

Item Days . Amount (§)
Accounts Receivable ") 30 950,000
Inventory:
Raw Materials 15 257,369
Packaging 60 187,333
Finished Product (" 15 475,000
Direct Labor 30 16,063
Utilities 30 29,364
Transportation 30 196,875
Administration 30 37,433
Sales Expense 60 80,646
Maintenance 30 5,837
C/F Sapports and R/D 60 31,417
Others 32,627
2,300,000

(*) Based on annual total direct operating costs for the third

year of operation.

Working capital requirement depending on the capacity of the

project for the first four years will be as follows;
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Years Incremental Total

Working Capital ($) Working Capital ($)
1 1,223,722 (*) 1,223,722
2 538,139 1,761,861
3 538,139 2,30G,0nn
4 0 2,500,000

(*)Fixed working capital requirement (Utilities+
Sales expense + Administration): $ 147,443
50% of the variable working capital

requirement : $ 1,076,279

Working Capital Remuirement for the First Year: $ 1,223,279
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10.2.5. Cash Flow

In order to analyge cash flow, Revenues/Direct Operating Costs table
is prepared (Table: 34). It is assumed that the company will operate
with 50 % capacity during the first year and with 75 % capacity
during the second year. when calculating the figures of this table,
annual operating costs for full capacity (section 10.2.3.1 ) has been
taken as a base. Since there is no direct relation between the
capacity of the project and utilities, administrative and maintenance
expenses, these are accepted as fixed expenses starting from the

first year on.

Interest expense of the initial investment will be financed by the
utilization of the Resource Utilization Support Fund and Export Promotion
Fund. (section 10.1.4/¢). Investment costs of the initial investment

year will be financed preferably by the utilization of the capital

equity.
Credit utilization will be:

$ 4,200,000 (Fixed Investment) - $ 3,250,000 (capital equity) = 3 950,000

for the initial year, and this will occur at the last 8.5 months of

the yerr.

Therefore, interest expense will be:

o

$ 950,000 x 45 % x 72—5 = $ 302,813

and this will be financed by State Supports to investments.

Funds flow of the project for 20 years, is illustrated in Table : 35
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TABLE : 34

REVENUES

A~ Export Revenues

B- Incentives

!

C- By-Products

D- Cold-Storage Rental

TOTAL REVENUES

DIRECT OPERATING COSTS

A~ Raw Materaial
B- Direct Labor
C- Utilitaes

D- Packaging

E~ Transportation
F~ Administration
G- Sales Expense
H- Maintenance

I- C/F Supports and R/D

REVENUES/DIRECT' OPERATING COSTS (1,0008)

Ye&r Year Year 3 Year 4
6,613 9,919 13,225 13,225
375 587 876 576
240 360 480 480
750 375 _— _
7,978 11,241 14,581 14,581
3,088 4,633 6,177 6,177
96 145 193 193
366 366 366 366
562 843 1,124 1,124
1,181 1,772 2,363 2,363
449 449 449 449
242 363 484 484
70 70 70 70

94 141 189 189
6,148 8,782 11,415 11,415

TOTAL DIRECT OPERATING COSTS






10.3. PROJECT VIABILITY INDICATORS

Project capital equity pay-back period is 2 years 10 months and
total investment pay-back period is 4 years 1] months of operation

\3ee Table : 35).
Project internmal rate of return is 29.5 % (sec Table: 36).

Export of 14,197 m tons of fresh fruits and vegetables constitutes the
project's break-even quantity, and the project reaches its cash break-

even point with the export of 11,6]17m tons. (See Tables:37 and 38)
Table:39 illustrates a break-even coart for this company's operations.

Net income after tax and Net incom: after tax/Revenues ratio are increas-
ing steadily because of the changing interest,depreciation and income
tax expenses during the credit repayment period. Therefore,two seperate
profit margins were calculated. These are 13.82% for the credit amorti-

zation period and 19.71 % for the period after credit amortizaticn (See

Table : 40}.

Thus,this investment is very viable and should be considered interesting

for both domestic and foreign investors.

The project has been prepared by calculating the economical indicators
based on U.S.Dollar values. This calculation method was selected to
generate a project which will carry its viability for a long period of

tim=. Thus,the domestic inflation rate risk is overridden.
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BREAK - EVEN ANALYSIS

Fixed Costs :

Administration $ 449,198
Depreciation (1) $ 310,950
Interest Dp. (%) _$ 950,625
Total Fixed Costs $ 1,710,773

(1) : Arithmetic mean of the first ten years' depreciation

expense.

(2} : Total interest cxpense divided by ten years (credit

repayment period).

Unit Variable Costs :

Raw Materials $ 205.9/m. Ton
Direct Labor $ 6.4/m. Ton
Utilities $ 12.2/m. Ton
Packaging $ 37.5/m. Ton
Transp. and Insurance $ 78.8/m. Ton
Sales exp. $ 16.1/m. Ton
Mzintenance $ 2.3/m. Ton
C/F Supports $ 6.3/m. Ton
Total Variable Costs $ 365.5/m. Ton

Unit Revenues : $§ 486 m Ton
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Continued Table : 37

Total Fixed Costs

Break-even Quantaty
Revenues-Variable Costs

Break-even Quantity = ————— = 14,197 n tons

Total Fixed Costs-Depreciation

Cash Break-ever Quantity =
Revenues -~ Varilable Costs

1,710,773 - 310,950

Cash Break-even Quantity = = 11,617 m tons
480 - 365.5
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TABLE : 38
VARIATION IN COSTS-REVENUES AND PROFITS BASED ON QUANTITY

Quantity (mTons) Fixed Cost($) Variable C.($) Revenue ($) Profit (Loss) ($) Cash Galn(Loss)(*)(S)

0 1,710,773 0 0 (1,710,773) (1,399,823)
2,000 1,710,773 731,000 972,000 (1,469, 773) (1.158,823)
4,000 1,710,773 1,462,000 1,944,000 (1,228,773) (917,823)
6,100 1,710,773 2,123,000 2,916,000 (987, 773) (676,823)
8,000 1,710,773 2,924,000 3,888,000 (746, 773) (435,823)
10,000 1,710,773 3,655,000 4,860,000 (505, 773) (153,823)
12,000 1,710,773 4,386,000 5,332,000 (264,773) 46,177
14,000 1,710,773 5. 117,000 6,804,000 (23,773) 287,177
16,000 1,710,773 5, B4R, 000 7,774,000 217,227 528,177
18,000 1,710,773 6,579,000 8,748,000 458,227 769,177
20,000 1,710,773 7,310,000 9,720,000 69" 227 1,010,177
22,000 1,710,773 8,031,000 10,692,000 940,227 1,251,177
24,000 1,710,773 8,772,000 11,664,000 i,181,227 1,492,177
26,000 1,710,773 9,503,000 12,636,000 1,422,227 1,733,177
28,000 1,710,773 10,234,000 13,608,000 1,663,227 1,974,177
36,000 1,710,773 10,965,000 14,580,C00 1,904,227 2,215,177

{%) : Cash Gain (Loss) = Total Revenues , (Total Cost - Depreciation)
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TABLE : 40

CALCULATION OF PROFIT MARGIN

1- Average Profit Margin tor the Credit Amortization Period

{1-12 Years)

2
12 Net Tncome After ax 22,813,000

profit Margin = 2: = = 13,824
1 hevenuss 165,029,000

Z- Average Prorit Margin for the Foriod Afte: the Credit Amortization

(13-20 Years ) 50
) - Net Income After 'Tax 22,997,000 - 19.71%
Profit Maroirn = =

13 Revenues lle, 48,000

10.4. CAP1TAL SOURCES

10,41, Company Establishmcnt Models

Tnere are tnrec alternative establishment models of the company that
can 1mplement such a project.,

a- All ‘lurkish Partners

I~ All Foreign Partners

c- Combination of ‘lurkish and Foreign Partners
Combination of ‘lurkish and foreijn partners seems to be the best

alternative model.

Local tarmers (preferably contract rarmers),international transporters
and large export marketlng companies as partners may form the ‘lurkish

party.
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Foreign partners preferably should be the producers of fresh fruits

and vegetables to supply know-how,and/or importers and marketing
companies of such produce,and/or financial institutions. A large fresh
produce importing and marketing company from one of the Culf Countries

should be selected also an equity partner.

In sunmary, ideal partners of such a foreign capital joint stock cor- -
to be established for the realization of this project should be one

more of the following groups :

Probable Turkish Partners :

- Contract Farmers producing fruits and/or vegetables in large scales,
- A local International transportation company’,

- Individuals and/or a comany experienced in fresh produce exporis.

Probable Foreign Partners :

= A company producing and internationally marketing fresh fruits and

vegetables.

- An inporter and whole sale marketer from one of the target countries.

- A financing institution ( such as IFC ).

10.4.2. Capital Sources

Partners of the company will supply the equity capiti. that the company
will invest in assets.Turkish partner(s) can put their land as a capital
in kind for the project. Some foreign partners can bring the machinery

and equipment that will be imported for the project as capital in kind.
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10.4.3. Credit Sources and Cost of Credit

Investment credit necessary for the project can be borrowed from the
Turkish banks using the incentive privileges. Cost of credit will be

45 % due to incentive privileges as explained in the previous sections.

Project is totally export oriented, therefore,it will be also possible
to utilize foreign credit sources. Foreign partner or foreigqn financing
institutions can supply this credit. In this case cost of credit will be

lower, such as LIBOR + 3/4 percent.

10.4.4. BEquity/Credit Balance

It is planned to finance the total investment cost (fixed investmant
cost plus working capital) 50 % by the capital equity and 50 & with
credit. In order to grant the incentive privileges to bank credits

in Turkey, at least 40 % of the investmant should be the capital equity.
Given certain conditions this portion increases up to 60 %.However, if
it will be possible to utilize foreign credit sources, credit equity

portion can be reduced down to 30 %.

10.4.5. Sensitivity Analysis

Fresh fruit and vegetable export is quite a sensitive business and
requires very close following up of all the links of the process until
the produce is delivered into the market. Thus,a sensitivity analysis
has been conducted to demonstrate this. The following data is given to

show the changes in viability indicators.
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DIFFERENCE IN UNIT EXPORT REVENUES - 4.2 3 +4.5 %

Unit Export Revenues 46€ $/m ton 507.5 $/m ton
Total Export Revenues (1,000 §) 12,675 13,825
Capital Equity Pay-Back 4 yrs+2 months 2 yrs+2 months
Total Investment Pay-Back 7 yrs 3 yrs+4dmonths
Intermal Rate of Return (%) 22.40 37.65
Break-Even Quantity (m tons) 17,023 12,048

Cash Break-Even Point (m tons) 13,929 9,858

Profit Margin (1-12 years %) 10.4 16.9

Profit Margin (13-20 years %) 17.5 24.5
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