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Chapter I. Conclusion and Eduction

CONCLUSION

Marketing fresh fruits and vegetables in Pakistan has complex problems.
When the many parts are identified and related to one another, it becomes ap-
parent that the current situation has many positive factors. Coordinating the
various elements into an integrated solution offers a renumerative opportunity
for private investors to form a viable prototype marketing organization.

Lack of existing specialized infrastructure and the limited capacity of
small farmers require pacing in each phase of marketing development for the
prototype business to be successful. Balance must be maintained between hand-
ling a sufficient volume to control marketing costs and the involvement inher-
ent in obtaining quality perishables from a large number of diverse producers.

Providing infrastructure must begin at Karachi, then be extended by man-
ageable increments toward producing districts. Northern Baluchistan is not
suitable for initiating a modern marketing system, but can be incorporated
into the marketing chain once an economic volume base has been established to
support the expense of collecting small quantities of perishable products from
distant dispersed growing districts.

There is a demonstrated need for establishing a modern marketing system.
Much interest in improving marketing exists at all levels of responsibility.
There is demand in domestic and nearby foreign markets for quality produce at
relatively high prices compared to present farmer income. The advisability of
adjusting policies to accommodate advanced technology in perishable marketing
has been recognized. Investment in specialized infrastructure and farmer as-
sistance are required, but a volume of production is concentrated near the
point from which the infrastructure improvements must begin to spread high
initial costs at reasonable rates to growers for marketing services. Incre-
ments of expansion will parallel the rate of grower and general populace ac-
ceptance of improved practices.

Projected calculations call for a equity investment of 37.645 million
rupees and a loan from the Agricultural Development Bank of Pakistan of 66.25
million rupees, 60 percent of which will be repaid during five phases of oper-
ational development. Return on investment is 28.7 percent. Investment will
be paid back in 2.5 years at a discounted cash flow rate of 44.4 percent.

Timing is still favorable for developing export sales outlets in the
Arabian Gulf before this market area of high per capita income matures into
intense international competition and Pakistan produce surplus becomes a bur-
den.



This conclusion was derived from a five week survey in Pakistan, from
official statistics, authoritative reports and information given by Pakistan
leaders, either stated orally or in print, and a review of the assembled in-
formation by perishable produce marketing specialists.

EDUCTION

Pakistan has great potential for agricultural production in a region of
food scarcity and expanding markets. The growing population of consumers
surrounding the Arabian Gulf and in Pakistan has recently increased income
from oil and other economic developments. Although agricultural production
has made gratifying advances in the last three years by common agreement of
authorities throughout the world, Pakistan is below the average of third world
nations in utilizing its agricultural potential. This low rating does not
result from low efficiency among its farmers compared to other developing na-
tions as much as it does from the percentage of realization of Pakistan's
advantages in soils, water, labor supply, and climate. Pakistan is much above
average in these basic natural endowments; its farmers have about the same
problems as the industry has encountered elsewhere at the same stage of de-
velopment.

As a nation, Pakistan is dynamic. Its leadership, both in government and
in the private sector, is striving for advancement through agricultural tech-
nology.

Agricultural production is a complex industry requiring the application
of several disciplines. It is a long term, cyclical, weather affected busi-
ness, sensitive to orderly distribution.

The first significant word in a dictionary definition of technology is
"systematic.” Computers are now a prominent symbol of advanced technology.
General use has been rapidly accomplished by that industry in applying ef-
fective training programs for designers, operators and managers. Anyone who
has exposure to computer use is aware of the repetition of the phrase used in
instruction: "Do not proceed to the next step until-- (you have reviewed,
practiced, mastered)--this step.”

In any new endeavor the learning curve is involved. Americans learning
Pakistan specifics. Any farmer anywhere learning a new practice about which
he lacks knowledge of supporting information. Produce merchants handling
commodities from a new source or from a known source with a new approach, --or
analysts writing feasibility reports. Progress at the beginning is slow, but
is accelerated by each step that is mastered until the frontier of knowledge
is approached, then levels off to about the same rate as the initial stage.
At that point Pakistan agriculture will be technically competitve in world
markets. Much frustration and disappointment, as well as loss of time and
money, can be avoided if each step is accomplished in systematic sequence.
Unfortunately many developing countries, and new business ventures everywhere,
have delayed progress by planning to circumvent the slower basic steps and
have entered competition at a level, or on a scale, for which they were not
prepared.



This feasibility study is based on information derived from a five week
survey trip to Pakistan, on official reports: Agricupacticesltural Statistics
of Pakistan, 1981; Fruit, Vegetable & Condiment Statistics of Pakistan, Febru-
ary 1983; Fruit Development in Pakistan, UN/FAO 1982, and other authoritative
reports, from thirty-five years of continuous experience in the management and
development of irrigated agriculture in arid regions of five nations, and from
reading abstracts and full texts of a comprehensive bibliography of current
literature on Pakistan agriculture, its competition, markets and objectives.
With the foregoing as background, marketing specialists in Tenneco West, Bak-
ersfield, California were apprised of current marketing conditions in Paki-
stan. They set forth the basic principles involved in a solution for improve-
ment as well as much of the detailed know-how necessary to make any plan work.
It is hoped that their expertise is faithfully promulgated in this report.

A trip to the Arabian Gulf markets was postponed because of it not being
constructive until first stage improvements are agreed upon and can be de-
scribed to receivers. What they want and how they want it is known well
enough. The demand for Pakistan fruits and vegetables cannot be assessed
until the details of a new approach to quality preservation are agreed upon.
Simply telling those people, "Well, the produce will be protected and shipped
by the most advanced techniques" will fall on deaf ears and disqualify the
person saying it. If the eight fundamental steps of preserving quality de-
scribed in this report are adopted, Pakistan produce will sell in Arabian Gulf
markets at competitive prices equal to other sources. Over seven hundred
current inquiries soliciting produce distribution have been listed with the U.
S. Commerce Department by merchants in that region.

The eight improvements necessary are:

1. Grow quality products. Good quality is the key to grower pro-
fits.

2. Preserve quality, beginning in the grower's field. Use field
boxes loaned to growers. Pick them up at field side.

3. Refrigerated, humidity controlled transportation to Karachi.
Refrigerated ocean transportation is available.

4. Refrigerated, humidity controlled storage in Karachi.

5. Fumigation, waxes and inhibitors to arrest decay.

6. Redesign packing crates to provide vertical weight support at
the ends and ample volume to avoid crushing the produce.

7. Timely coordinated schedules and procedures in handling perish-
ables.

8. Continuous and consistent market presence in both domestic and
export outlets.

Uniform grading, sizing and ripeness of products can then be standardized
in shipments. Desirable as uniformity in packing is, efforts to improve these
characteristics without quality control have only limited effectiveness.

The time spent in Pakistan was limited for assessing such a broad complex
situation, but adequate to obtain information for defining a practical ap-
proach to increasing perishable agricultural exports. Acquiring this inform-
ation was greatly facilitated by the Pakistan Department of Agriculture, the
Deciduous Fruit Development Centre at Quetta, the Agricultural Development



Bank of Pakistan, the work done by Philippe Dardel of UN/FAO, Dr. James Cart-
wright, Dr. Mohammad Saeed, and others. Respect for the competence of these
sources mounted as the study progressed.

The elements involved in establishing integrated prototype marketing
services are identified in the following discussion. A detailed plan is
presented that encompasses the various considerations embodied in the primary
stages of developing a marketing system. The plan is based on a methodical
pursuit of the successive steps that more advanced areas have had go through.
Uneven development of the integral parts of marketing will be unproductive.
Advancement of the whole marketing program is governed by improvements in
farming productivity, in both quality and quantity.

Pakistan's agricultural problems are not unique; they only seem so when
erroneously compared with those of a region a step or so ahead in development.
The common problem of not having the basic natural agricultural strengths in
productive land, water, labor and a competitive agricultural climate are not a
limitation to advances in Pakistan production.

Dispersed in the seventy-two pages of text are tables and other illus-
trative material. Bibliography and supporting data are appended.

24 AL A

J. L. Heath
Agricultural Analyst



Chapter Il. Existing Conditions

Pakistan Agricultural Potential

The potential productiveness of Pakistan agriculture is legendary, from
the time of Persian poets who called it the "Orchard of the World," up to
contemporary literature where it is referred to as the potential breadbasket
of the Middle East. The Indus Valley is much like the joining San Joaquin and
Sacramento Valleys of California.

California supplies fifty percent of the fruits and nuts, and thirty-
three percent of the vegetables for a nation of 232 million people, as well as
being the leading exporting state of the United States in foreign exchange
earned from horticultural products. Twenty percent of the total national ag-
ricultural production is exported.

The Indus Valley has more arable land than California, more water, bet-
ter soils on the average because of higher silt content giving increased water
holding capacity, and less natural soil salinity in its arid soils. Both of
these regions are marine modified basins, however, in the southern end of
Sind, a large acreage of cultivated land is strongly modified by marine cli-
mate, giving Pakistan much more acreage than California has of this type of
climate. California's predominance in U.S. production of speciality crops is
centered on a limited acreage of marine modified climate located along the
Pacific Ocean.

Both regions have a wide range of agricultural climates where many crops
can be produced. They are alike in that the majority of the irrigated acreage
is at low altitude, having a long growing season. In these areas, both kharif
(spring) and rabi (fall) crops can be planted, making it possible to double
crop a substantial portion of the most productive acreage. The combination of
these factors in Pakistan supports the observation made in literature, both
ancient and contemporary.

Comparison of Yield

Table 4 shows yield of selected districts in Pakistan compared to Cali-
fornia.

In two cases, plums and pomegranates, Pakistan yields are greater than
those in California. These two crops illustrate two important differences in
fruit production in the two areas. First, in Pakistan all food is utilized, a
genuine virtue, whereas in California only that portion of the crop that is
packed and shipped is shown in harvested yield figures. In the case of plums,
heavy thinning of the crop to grown premium sizes is common practice in Cali-
fornia, but was not observed in any crop, either by inspection or in the lit-
erature, as being a practice in Pakistan. Pomegranates are not a major fruit
in United States markets, but are regularly supplied as a novelty item, even
though the volume is small, whereas in the Mideast the consumption of pome-
granates is much more significant because this fruit has a relatively long
edible life, making it suitable for widespread distribution. In other crops
California yield is significantly greater.



Table 4. PAKISTAN TO CALIFORNIA CROP YIELD COMPARISON

Average Yield per Hectare in Metric Tons

Crop: District Pakistan California Difference
Apples Quetta 9.44 24.22 14.77
Apricots Quetta 12.21 24,55 12.34
Grapes Table Quetta 10.77 20.98 10.21
Peaches Freestone Quetta 10.98 19.75 8.77
P1lums Quetta 12.16 8.12 -4.04
Pomegranates Kalat 19.67 6.81 -12.86
Kinnow Tangerines  Sukkur 11.45 17.38 5.93
Dates Pk. Ave. 8.93 12.74 3.81
Onions Pk. Ave. 10. 31 39.43 29.12
Potatoes Sukkur 8.95 42.27 33.32

Quetta 9.65 42.27 32.62
Wheat, Irrigated Pk. Ave. 1.88 4.89 3.01
Rice, Irrigated Pk. Ave. 1.62 7.69 6.07
Maize, Irrigated Pk. Ave. 1.27 4.84 3.57
Barley NWF .82 3.34 2.52
Cotton Lint Pk. Ave. .68 1.23 .55

The major reason for these differences is timing. The two areas are at a
different stage of development, which should not embarrass Pakistan agricul-
tural leaders, nor frustrate its farmers.

The basic development of California agriculture as it is today, occurred
before World War I1 when much emphasis was placed upon agriculture. The stag-
es of development have taken a long time. OCne of the key factors of this
development was the decision in the public sector of leadership to emphasize
basic and applied agricultural research. At that time, research had not taken
on the dimension of today, where the general concept is that with technology
any problem can be solved quickly. California's research was in systematic
sequence, imposed by pioneering along with others, and largely limited to



practical applications because of lack of money. During those years the econ-
omy of the country was chaotic. Large research appropriations were not avail-
able, but agricultural problems were prominent in academic studies.

Another factor that greatly influenced the development of American agri-
culture, and California in particular, was open immigration into the country
of depressed, largely agrarian people from all over the world. Being poor and
having an opportunity, these venturesome people made valuable contributions to
the synthesis of California agriculture with their specialized knowledge of a
wide variety of crops.

The leadership of Pakistan has taken these wvarious factors into account
in its approach to increasing agricultural production. First, farm income has
been designated as one of top priority. Second, it has been recognized that
increased volume will come trom the private sector and that the private sector
can include expatriate interests. Third, know-how, a term used in the Vlith
Plan, is sought primarily fron these expatriates, and not so much their money.
Such a well-planned approach is rare in developing countries.

Large investments before basic procedures are worked out have {requently

been disappointing. Where there is an economic need, there is also the proba-
bility of an economic and regulatory solution, but it takes time to develop
these procedures. As they are developed and profitable, others will enter the

field at various points, duplicating capacity and emphasis to the point where
there is & significant increase in production.

Production History

Pakistan is a new country. Considering the disruption of three wars and
an international depression the advances in production have been noteworthy
during the last three years, but these increases in vield have occurred mainly
in the basic crops of wheat, cotton, sugarcane, and rice which are already
organized into an orderly exporting program. Table 5 shows an eight year
history of several fruit and vegetable crops that might be exported.

Apple acreage has been more or less uniformly increasing at about 10 per-
cent per vear. Considering the rate of new plantings and the increase in
yield, which will naturally occur for 10 or 12 years until the trees reach
maturity, the approximatelv one and & half percent annual increase in yield is
actually a decline in productiveness. Codling moth control, lack of tree
shaping by pruning, and alternate bearing are becoming more of a problem as
orchards mature, offsetting the normal yield that can be expected from in-
crease in tree size.

Codling moth is destroying around 30 percent of the crop. Of the 18
farms visited, only two in Pishin head adequate Codling moth control. In the
others, losses varied to & point making economic harvest in some of the worst
orchards questionable. Comments made by knowledgesble people in the area
indicated the



Table 5. HISTORY OF SELECTED CROPS, BALUCHISTAN, page 1

% In-
Crop 1973~74 1974~-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 crease
Baluchistan:
Apples ha 4,061 4,368 4,806 5,110 5,549 5,922 6,385 6,684 64.6
ton 29,770 29,516 32,483 35,216 42,267 46,631 50,420 55,770 87.3
yld 7.3 6.7 6.7 6.9 7.6 7.9 7.9 8.3 13.7
Apricots ha 1,578 1,769 1,912 1,995 2,106 2,196 2,302 2,391 51.5
ton 7,720 18,706 19,264 21,164 23,422 25,027 27,770 29,140 64.4
yld 11.2 10.6 10.1 10.6 11.1 11.4 12.1 12.2 8.9
Almords ha 5,665 5,803 5,9¢€1 6,051 6,122 6,158 6,184 6,227 9.9
ton 26,727 20,631 21,865 23,923 22,062 22,542 23,010 20,600 -22.9
yld 4.7 3.6 3.7 3.9 3.6 3.7 3.7 3.3 -29.8
Dates ha 8,530 8,631 8,661 8,677 8,721 8,823 8,851 8,898 4.3
ton 76,885 77,445 78,655 78,693 83,276 83,593 84,280 79,000 2.8
yld 9.0 8.9 9.1 9.1 9.5 9.5 9.5 8.9 -1.1
Grapes ha 2,279 2,306 2,332 2,340 2,351 2,374 2,391 2,433 6.8
ton 27,352 27,432 28,114 28,196 28,835 28,387 28,470 25,640 -6.3
yld 12.0 11.9 12.1 12.0 12.3 11.9 11.9 10.5 -12.5
Peaches ha 535 565 577 594 622 637 657 686 28.2
ton 6,027 5,501 6,174 6,570 6,671 7,006 7,260 7,460 23.8
yld 11.3 9.7 10.7 11.1 10.7 10.9 11.1 10.9 -3.5
Pears ha 102 102 102 102 95 95 95 95 -6.9
ton 874 854 904 874 736 717 720 730 -16.5
yld 8.6 8.8 8.9 8.6 7.7 7.5 7.6 7.7 -10.5
Pista~  ha 5€3 959 966 977 622 60 65 64 -88.6
chios ton 66 55 5 53 52 29 40 90 36.4
yld .1 .1 .1 .1 .1 .5 .6 1.4 1300.0
Plums ha 579 627 654 685 714 732 755 777 34.2
ton 7,925 7,232 7,669 8,393 8,929 9,543 10,540 9,960 25.7
yld 13.7 11.5 11.7 12.3 12.5 13.0 13.9 12.8 -6.6
Pome-— ha 1,096 1,103 1,107 1,117 1,071 1,088 1,112 1,152 5.1
granates ton 22,292 22,231 22,165 22,633 21,960 21,728 22,100 21,960 -1.5

yld 20.3 20.2 20.0 20.2 20.5 19.9 19.9 19.1 -5.9



Table 5. HISTORY OF SELECTED CROPS, PUNJAB and SIND, page 2

% In-

Crop 1973-74 1574-75 1975-76  1976-77 1977-78 1978-79 1579-80 1980-81 crease

Punjab:

Bananas ha 897 700 821 650 2,007 2,017 941 1,107 23.4
ton 4,133 3,128 3,811 2,796 10,769 11,009 4,643 5,795 40.2
y1d 4.6 4.5 4.6 4.3 5.4 5.5 4.9 5.2 13.0

Citrus ha 44,492 51,327 58,330 69,464 73,855 65,917 80,294 87,668 97.0
ton 516,301 620,327 625,704 662,793 565,038 677,493 810,041 864,329 67.4
yld 11.6 12.1 10.7 9.5 7.7 10.3 10.1 9.9 -14.7

Dates ha 5,565 5,195 7,704 7,645 6,201 5,671 5,491 5,595 0.5
ton 29,756 27,793 35,281 51,062 43,404 41,480 40,852 41,370 39.0
yld 5.3 5.3 4.6 6.7 6.9 7.3 7.4 7.4 39.6

Guavas ha 11,950 13,322 12,659 11,772 12,548 14,138 12,600 13,355 11.8
ton 74,789 86,173 81,405 79,795 85,288 96,932 90,293 95,382 27.5
yld 6.3 6.5 6.4 6.8 6.8 6.9 7.2 7.1 12.7

Mangos ha 25,702 27,800 21,805 23,029 28,386 25,023 22,895 22,164 -13.8
ton 347,089 377,904 350,755 318,352 302,234 273,756 282,279 273,861 -21.1
yld 13.5 13.6 16.1 13.8 10.6 10.9 12.3 12.4 -8.1

Sind:

Bananas ha 10,743 12,033 12,796 11,248 11,812 12,611 12,827 13,199 22.9
ton 97,451 104,381 114,365 103,640 104,945 111,435 114,228 117,545 20.6
yld 9.1 8.7 8.9 9.2 8.9 8.8 8.9 8.9 ~2.2

Citrus ha 1,958 1,963 2,069 2,187 2,945 3,036 3,110 3,313 69.2
ton 30,540 26,466 25,092 27,340 34,505 33,663 34,014 34,308 12.3
yld 15.6 13.5 12.1 12.5 11.7 11.1 10.9 10.4 -33.3

Dates ha 7,434 5,473 5,548 7,429 7,410 7,494 8,029 8,951 20.4
ton 67,452 49,509 50,118 67,801 67,229 67,994 68,213 68,723 1.9
yld 9.1 9.0 9.0 9.1 9.1 9.1 8.5 7.7 -15.4

Guavas ha 3,325 2,759 2,681 1,813 3,783 1,570 1,939 1,967 -40.8
ton 18,527 14,542 12,812 8,105 23,240 10,997 12,091 12,242 -33.9
yld 5.6 5.3 15.9 4.5 6.1 7.0 6.2 6.2 10.7

Mangos ha 32,032 30,990 31,663 33,563 33,290 33,666 33,913 34,372 7.3
ton 229,960 223,612 241,706 256,520 254,298 259,834 262,896 267,436 16.3
yld 7.2 7.2 7.6 7.6 7.6 7.7 7.7 7.8 8.3

Papayas ha 715 647 674 671 777 727 858 848 18.6
ton 7,361 5.967 5,013 4,952 5,771 5,629 6,403 6,246 -15.1

yld 10.3 9.2 7.4 7.4 7.4 7.7 7.5 7.4 -28.2
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timing of application is a major fault in control practices when they are
employed. Apparently there is no integrated pest control program to limit the
insect ecology imbalance that strong chemicals induce. One progressive farmer
near Quetta had serious infestations of mites in his other fruit and vegetable
crops resulting from attempts to control Codling moths in apples.

Trace element deficiencies are common in Baluchistan orchards and, if
left uncorrected, will become more acute as already inadequate natural
supplies of some of the minor nutrients are required by larger trees. See
Appendix pages 137 through 141.

Apricots planted in Baluchistan, a fast growing tree, are commonly used
as windbreaks, and are taken out six or seven years after planting, as the
apple orchards that they protect approaches maturity. Apricots, as an inter-
planted crop, do not receive primary emphasis, nor an opportunity to reach
full production.

Almonds have not been favored by most farmers because of the difficulty
encountered in insect control. Naval Orange Worm, (Paramyelois transitella
Walker), is very difficult to control on small farms because of the necessity
of sanitation over a wide area. Apples damaged by Codling moth, or any other
fruit or nut left in the field, will cause Naval Orange Worm to increase. Dr.
Saeeb of the Sariab Horticultural Field Station in Quetta has observed that
insecticides used for the control of Codling moth in apples has increased the
incidence of mites in grapes and other crops. With these two serious insect
problems in almonds, growers have better profit alternatives with other crops.

Over the eight year period, neither the acreage, nor the yield, of dates
grown in Baluchistan significantly increased. However, the yield of Baluchi-
stan dates compares well with foreign yields, and the acreage was significant
to begin with at near 80,000 hectares. The Province of Punjab, with about
6,000 hectares, increased its yield at nearly 6 percent per year for a total
of 40 percent increase in yield over the eight year period. Date plantings in
Sind are gradually increasing. Statistics for Sind show a decrease in date
productivity per hectare, but does not necessarily indicate a decrease in
yield because of the length of time required for young date trees to come into
production.

Pakistan dates offer an excellent possibility for exports. The tonnage
is large. Exporting 10 percent of the total crop would not likely disrupt
domestic markets where this product sells below the prevailing international
price. A ready market exists in the United States for industrial grade dates,
but this market has not materialized because industrial users, bakeries and
cereal manufacturers require consistent supplies and quality from year to
year. It is reported that the monsoon rains damage the Pakistan date crop
about one year out of three. Local interpretation of this incidence is one
year out of ten. Nevertheless, food manufacturers will not commit their in-
vestment in product lines and advertising to a source of raw material that
they deem to be erratic. Increased supplies can be assimilated in the indus-
trial market, but supplies must be consistent in both quantity and quality
from year to year.

Grape production in Baluchistan has not been significantly increasing in
either acreage or yield. This crop offers one of the best opportunities for
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export sales because of the quality and variety of Baluchistan grapes, a lack
of problems to the extent that other fruit crops are presently encountering,
and the potential for increasing yield. Currently grape prices are higher in
the Hyderabad market than in Kuwait.

Dr. Saeeb has experimented with using the growth regulator Gibberellin on
grapes where he proved the responsiveness of this material to be equal to that
found elsewhere. Bunch thinning and leaf removal are likely to be accepted
because these practices hasten maturity of the grape crop into the early mar-
ket. Local farmers know prices are higher for an early crop. Grapes often
sell in Arabian Gulf markets and in the United States at twice the price per
kilogram of apples. This demand is not reflected in the Quetta market where
grapes sell at less than the price of apples by unit of weight.

The area planted to peaches in Baluchistan is not significant at around
700 hectares, and has not been increasing to any great extent. Yields have
not been increasing. The quality of Elberta peaches in the Quetta market in
late dJuly was good, but the fruit had been picked too early, probably because
of the damage that can be caused to riper fruit by the packing containers and
the transportation procedures used. Pears and plums are minor crops in Balu-
chistan experiencing a decrease in yield per hectare.

A small pistachio acreage has dwindled from 563 hectares in 1973 to 64
hectares in 1981, but the remaining farmers report remarkable increases in
yield.

Pomegranate plantings have remained stable at 1,100 hectares over the
eight year period, during which the yield declined 6 percent.

Bananas are a major crop in Sind, with a small acreage in Punjab. The
area planted to bananas has been increasing at about 3 percent per year.
Increases in yield per hectare have not been significant.

Citrus plantings have doubled in both Punjab and Sind over the eight year
period, but yield per hectare has declined. Guava production in Sind decreas-
ed 34 percent. Apparently only the best orchards were left in production
where the yield per hectare increased 11 percent during the period.

Mangos are a major crop in Punjab and Sind. Both the area planted and
the yield per hectare declined in Punjab, but increased slightly each year in
Sind.

Papayvas are a minor crop in Sind, where production and yield have been
declining.

Overall agricultural production in Pekistan has been improving during the
past three years, but this increase in production has come from basic crops,
cotton, wheat, sugarcane, and rice, for which marketing channels presently ex-
ist. The fruit crops reviewed have generally declined or made only small in-
creases, yet these crops are better suited to efficient production by small
farmers than the basic crops. The pattern of prices, plantings and yields
indicates that farmers are having marketing and cultural problems with these
perishable crops.
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Export Markets in the Arabian (Persian) Gulf

Quoted verbatim below is an article on Arabian (Persian) Gulf perishable
food markets, reporting the findings of a team of leading marketing experts
that appeared in Foreign Apriculture Circular - Horticultural Crops (FHORT,
September 1982). These industry leaders knew what they were looking for, what
they were looking at, and realized the importance of objective observations of
demand, competition, potential, and present status in increasing export sales.
With the exception of references to history, substituting "Pakistan" for "U.-
S." accurately describes the situation relative to Pakistan aspirations, or
anyone else's for that matter. Many exporters of agricultural products are
focussing on this market, Australia, Chile, France and others. The Arabian
Gulf market with all of its attractive features to international shippers is-
rapidly maturing into an arena of more intense competition.

Pertinent statements have been raised to bold print in the quotation.
Editorial comments have been inserted throughout the article as indented par-
agraphs.

Page 7, PERSIAN GULF

"Persian Gulf Markets for U.S. Horticultural Products

"The dvnamic, oil-rich Persian Gulf countries of Saudi Arabia, Kuwait, and the
United Arab Emirates (U.A.E.) offer promising opportunities for expanded sales
of U.S. horticultural products. Capitalizing on these opportunities, however,
is going to require improved and intensified marketing efforts by U.S. expor-
ters.

Although these Gulf States now receive less than 5 percent of total U.S. hor-
ticultural exports, thev are already vital export markets for American apples,
pears, and table grapes. Theyv are also becoming substantial customers for
high value-sdded grocery items from the United States. The development of
much of this trade appears to be due more to initiatives of Gulf State impor-
ters, U.S. brokers and export agents than to efforts of producer/exporters.

Increased attention is being focused on these markets by U.S. competitors,
such as France and Australia. With this development, greater sophistication
in the marketplace, and & modernizing retail structure, U.S. producers, mar-
keting associations, and market development specialists need to become more
actively involved in the marketing of U.S. products in the Gulf to expand and
influence trade flows. U.S. traders also need to give more attention to the
prerei; .:sites of doing business in the Gulf region, including product label-
ing, local representation, and periodic personal visits.

These are the bacsic conclusions of an FAS-sponsored trade team that visited
Saudi Arabia, Kuwait, Dubai in the United Arab Emirates, and Bahrain in Feb-
ruary 1982. Menbers of the team were W. R. Hoard, manager (now retired),
California Cling Peach Advisory Board; doseph Brownlow, Manager, Washington
Apple Commission; E. Bruce McEvov, Executive Vice President, Sunkist (Europe)
S.A.; trederick Van Der Monde, director of marketing in Europe, California
Raisin Advisory board; and Richard Schroeter, FAS.
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Market Profile

The total population of Saudi Arabia, the United Arab Emirates, Kuwait, and
Bahrain is estimated at 10 to 12 million people. About 70 percent of this
population is in Saudi Arabija, primarily in the cities of Jiddah on the Red
Sea, the rapidly growing Dhahran/Dammam/Alkobar metropolis on the Gulf, Riy-
adh, the capital, in the Central Province. Jiddah in Saudi Arabia and Dubai
in the U.A.E. are the major commercial centers for food imports. In 1980,
three-quarters of the food products imported by sea into Saudi Arabia moved
through Jiddah's port. Bahrain is an important financial center."

The literature reviewed indicates the estimated popula-
tion stated to be conservative. Sheikh Abdullah Rashid, a
Saudi Minister of Education, estimated the population of the
KSA as 10 million in 1982, including expatriates.

More than half of the KSA population is in the eastern
half of Saudi Arabia. The road from Jiddah to Riyadh is not
a straight line. The distance west from Riyadh to Jiddah is
nearly three times as far as Al Khobar to the east on the
Arabian Gulf. Pakistan is much nearer to either of these
ports than other major food sources.

Mr. Mohammad Aslam, Commercial Secretary of the Pakistan
Embassy in Kuwait, reported by telex on November 2, 1983 on
tonnages and price ranges of eight produce items imported
through Kuwait, the third ranking and least developed of the
three major Arabian Gulf wholesale distribution centers:

Item Tons $US Rs
ton Kg
Bananas 25,432 400 5.3
Mangoes 1 1,260 16.7
Potatoes 32,264 175 2.3
Onions 26,410 165 2.2
Citrus 43,546 530 7.0
Tomatoes 31,368 430 5.7
Garlic 1,510 1,115 14.8
Cucumbers 15,422 400 5.3
Totals: 175,953 tons Yalue 000 Rs: 854,819.7

Arabian Gulf demand then is greater than a half million
tons of these eight perishable foodstuffs valued at 2.5 bil-
lion rupees. Because of its proximity, Pakistan can compete
on price, but in these increasingly sophisticated markets it
must, at the same time, be competitive in quality. Prices of
apples, pears and grapes at these destinations are readily
available in the U.S. .
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"The Gulf countries have high per capita incomes (over $15,000) and a large
foreign population. Although oil is the major revenue source, the countries
in the Gulf are making major efforts to broaden the industrial base. Another
common thread among the Gulf countries is an overwhelming dependence on impor-
ted foods. Seventy percent or more of their food consumption consists of
imported products."

A population of 12 million consumers, with a per capita
income of $15,000, spending 15 percent of personal income on
food, 70 percent imported, calculates to a total food export
market in the Arabian Gulf of 1.89 billion dollars or 25 bil-
lion rupees. An ample export market exists for Pakistan ex-
ports.

U.S. Trade

"High per capita incomes, combined with an overwhelming dependence on imported
foods, make the Gulf countries important markets for horticultural products in
general and for high-quality U.S. goods in particular. Total imports of hor-
ticultural products are estimated at over $1 billion. In fiscal year 1981,
the value of U.S. exports of fresh and processed fruits and vegetables to the
Gulf countries totaled $122 million. This was 32 percent above the value
exported a year earlier and over 10 times the value exported in the mid-
1970's. Exports to Saudi Arabia were valued at $84.2 million, followed by the
U.A.E. at $22.4 million, Kuwait $12 million, and Bahrain $3.4 million. These
figures may understate the actual level of trade because of transshipments
through Europe.

The composition of U.S. fruit and vegetable exports to the Gulf countries
differs significantly from the average composition of total U.S. exports of
those products. The most striking feature of the composition of U.S. exports
to Saudi Arabia (and other Gulf countries as well) is the predominance of
fresh deciduous fruit, consumer-ready wegetable grocery items, and beverages.
These products account for 70 percent of U.S. horticultural trade with Saudi
Arabia, compared to less than 30 percent of our exports to other markets."

Arabian Gulf markets want what Pakistan can produce,
fresh fruit, and offer potential for succeeding stages of
development where Pakistan can also compete if the initial
development in perishables marketing is accomplished first.

"U.S. exports of noncitrus fruit to the Persian Gulf consist almost exclusive-
ly of apples, pears, and table grapes. In fiscal 1981 (Oct. 1980-Sept. 1981),
Saudi Arabia was the second leading offshore market for U.S. apples, the third
leading offshore market for grapes, and the fourth leading market for pears.
The U.A.E. was the third largest offshore export outlet for pears, the sixth
for apples, and the ninth for grapes. In total, the Persian Gulf countries
purchased $31 million of U.S. apples, pears, and grapes in fiscal 1981, or 17
percent of total offshore exports.

Trade in these products with the Gulf States did not begin until 1977. Its
phenomenal development since then is due primarily to the initiatives of Gulf
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State importers who recognized the availability, quality, and supply range of
the U.S. products. Today, with charter or importer-owned reefer wvessels ship-
ping apples or mixed loads of apples, pears, and grapes to the Gulf, the U.S.
products are seen everywhere, from the smallest hawker in the neighborhood
souk (bazaar) to the largest supermarket. Red Delicious is the prominent U.S.
apple variety imported, with Golden Delicious running a distant second. Pears
are of the winter Anjou variety. The grapes consist of California storage
varieties, such as Emperors.”

Quality has already been repeatedly emphasized, but
Pakistan has considerable advantages from the excellent co-
operation of the Pakistan Shipping Corporation in offering a
low rate for chartered ocean refrigerated shipping and from
the broad array of produce items that can be obtained from
Pakistan. International competitors are penalized by the
combination of these two advantages.

"The bulk of the remaining U.S. exports consists of grocery line items, such
as frozen and canned vegetables, catsup, soups, and beverages. It appears
that a significant portion of the trade in many of these items, other than
some canned fruits, vegetables and beverage bases, is handled by brokers or
export agents in the United States, including export departments of super-
market chains. These firms are in a position to put together mixed containers
with an array of products, which have fit buyer needs. One result of the
importance of brokers in this trade is an astounding number of U.S. brands on
the shelf.

Retail Marketing

Although the retail food business in the Gulf is still dominated by tradition-
al small stores, American-style supermarkets and shopping malls are making
significant inroads. Several large retail chains are now operating in Saudi
Arabia and Dubai, and expansion is in progress throughout the area. The super-
markets appear to be well managed and often contain numerous non-grocery items
or are part of a department store. One possible exception to the expanding
influence of the supermarkets is Kuwait. The Kuwaiti market is to a large
extent supplbed by neighborhood cooperative stores, which are usually owned by
prominent Kuwaiti families living in each district.

Currently, the existing supermarkets in the Gulf appear to be patronized lar-
gely by the more affluent of the expatriate colony. However, as the stores
expand and become more accessible, they likely will reach a broader clientele,
which will expand their influence accordingly. This in turn should lead to a
more competitive environment.

The ability of the supermarket chains to import large volumes of products, and
a growing preference for better quality frozen and canned foods, should also
create more opportunities for U.S. exporters. U.S. products appear to have a
dominant position on the supermarket shelves; whereas, except for fresh
fruits, they are rarely seen in the small neighborhood stores. Probably over
90 percent of U.S. apples, for example, are sold by hawkers or in open-air
markets.
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Distribution

Port congestion, once a serious problem in the Gulf, is no longer a marketing
constraint except possibly in Kuwait. Saudi Arabia, the Emirates, and Bahrain
now have modern, heavily subsidized, expansive port facilities that operate on
a 24-hour schedule. New ports also are being developed. Some congestion
currently exists in Kuwait, largely because of the large transit trade with
lraq resulting from the Iran-lraq conflict. Kuwait, however, does have ex-
cellent cold storage facilities to handle perishables. Spurred by lucrative
government grants, the development of cold stores both at port and inland
points is one of the fastest growing industries in the Gulf. Present facil-
ities appear adequate for the current level of trade."

A resident of Dubai reports that new cold storage and
dockage facilities recently completed are, for the present,
operating at less than capacity. Additional volume is being
sought at reduced rates.

"diddah in Saudi Arabia and Dubai in the Emirates are the two main entry
points for U.S. produce in the Gulf. The produce is trucked from the port to
the receiver's depot, where it is collected and then distributed by truck to
outlets within the city or to other areas. The handling and trucking process
is labor intensive. Reefer trucks are gradually being introduced, but packing
materials should be sturdy to withstand handling and temperature extremes."

The utility of all this modern infrastructure at destin-
ation depends on preserving quality uniformly all along the
perishable marketing chain back to the grower's field. Gulf
merchants have demonstrated that they will not accept less
and are willing to pay for top quality.

"A large number of traders--commission agents, shipping companies, importers,
distributors, trading companies, or blends of these firms--are involved in the
food marketing chain. The influential trading companies often have broad
interests, getting involved in many activities both inside and out of the food
business."”

A computer search of the Foreign Trade Opportunities
data base maintained by the U. S. Department of Commerce
yielded the following numbers of representation solicitations
for handling foodstuffs trom the Arabian Gulf for a recent
six month period:

Product Kuwait U A E
Fruits & Tree Nuts 268 271
Deciduous Tree Fruits 114 114
Fresh Vegetables & Melons 323 324
Grapes 48 48

It can be inferred that Gulf merchants are actively
seeking sources of supply. Only four did not register in
both Kuwait and Dubai.
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"Wholesale produce markets still flourish in the Gulf, despite some discour-
agement by governments, particularly in Saudi Arabia. The large produce im-
porters supply some fruit for these markets, as well as distributing directly
to wholesalers and retailers. Catering companies also appear to be flourish-
ing, supplying products to the expanding hotel business, hospitals, schools,
etc.

Import Regulations

Import duties on food products are generally minimal, with most horticultural
products entering duty-free or at low rates of duty. In Saudi Arabia, most
imports are assessed a 3 percent duty. Some locally produced goods, such as
candy and mineral water, have a protective duty of 20 percent. Beverages may
soon be subjected to this tariff rate because of increasing domestic produc-
tion. Imports of alcoholic beverages are prohibited.

New labeling regulations, designed to inform consumers about packaged products
and their ingredients, are now being enforced throughout the Gulf. Although
these regulations may differ somewhat from country to country, exporters meet-
ing the Saudi Arabian requirements should be in a position to have their pro-
ducts accepted in all the countries. The Saudi regulations require that la-
bels of packaged foods bear the following information: trademark or trade
name; product name; ingredients; net weight or volume (metric); name and ad-
dress of the manufacturer, packer, or importer; country of origin; the date of
production or its code number; and the expiration date. Arabic has to be one
of the languages used for the product name, contents, and ingredients. This
information in Arabic should appear on the label. Fresh produce should be
accompanied by a phytosanitary certificate.

The quality of imports and adherence to regulations are checked at the ports.
In Saudi Arabia, container cargoes are opened by customs officials, off-load-
ed, and re-staffed. Generally, this work is done expeditiously, and security
is not a problem.

Doing Business

Gulf traders place great emphasis on personal relationships. Thus, periodic
visits by U.S. exporters are essential to strengthen commercial ties. Local
representation has also been effective.

The importance of personal relationships in commercial dealings poses a pro-
blem for potential new-to-market exporters because of the difficulty in visit-
ing the Gulf countries. 7To obtain a visa (other than a 72-hour visa in Bah-
rain and Dubai), a prospective visitor must first have a sponsor in the coun-
try to be visited. This sponsor requests issuance of the visa from his gov-
ernment. The problem arises in finding a sponsor without first being able to
enter the country. . . . ."

Pakistan representatives probably have convenient egress
into other Islamic community will also be an advantage in
advertising and product promotion which is discussed later as
a marketing function of growing importance in these markets.
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market Opportunities

"Fresh deciduous and citrus fruits are highly popular items among Gulf State
consumers, as evidenced by the large quantities displayed at food stores and
by street hawkers. This preference, along with population growth and high in-
comes, is expected to lead to good to excellent prospects for continued growth
of U.S. fruit exports to the region, provided U.S. prices remain competitive.
The expanding influence of supermarkets and the catering and institutional
trade should also enhance opportunities for increased sales of various pro-
cessed products. U.S. producers should become more involved in this trade if
these opportunities are to be fully realized.

The Gulf region has essentially become a mature market for U.S. apples within
the short span of 5 years. U.S. exports rose from zero in 1976-77 to 2.5
million boxes, valued at $25.3 million, in 1980-81. With widespread distribu-
tion attained throughout the region, it appears unlikely that U.S. exports can
sustain such dramatic growth. They should, however, at least find gradually
expanding sales opportunities through increased recognition of their quality
and year-round availability.

Neither U.S. grapes nor pears have achieved the remarkable market penetration
accomplished by U.S. apples. But these products are showing increasing stren-
gth in the markets due in large part to rising trade and consumer awareness of
their quality and availability. In the 1981/82 season, U.S. grape exports to
this region totaled 4,232 tons, valued at $5.9 million. Exports of pears were
240,000 boxes, valued at $3.1 million."

Baluchistan grapes are early, of good quality, have
relatively few cultural problems all of which are simple and
easy to correct, and sell in the Quetta market at depressed
prices compared to apples. Dr. Muhammad Saeed has conducted
field tests with Gibberellic Acid. This growth hormone was
consistently effective on grapes as it is in the U.S. Early
season grapes are in short supply in Arabian Gulf markets.

"Lebanon ranks as one, if not the leading, supplier of fresh deciduous fruit
to the Gulf region. Other major suppliers include France, Australia and, more
recently, Chile.

U.S. citrus fruit has been largely absent from the Gulf region except for some
shipments of oranges to the Emirates. Heavy supplies of oranges, at attrac-
tive prices, from Lebanon and Egypt limit opportunities for U.S. oranges in
the November-March period. More opportunities likely exist for U.S. oranges
in the remaining months when Lebanese and Egyptian supplies are low or non-
existent. During these "off-season” months, imports originate mainly from
Swaziland (some of this fruit allegedly is from South Africa, whose products
are banned) and to a lesser extent Brazil. Some importers have expressed
doubt that the relatively thin-skinned U.S. Valencia oranges can withstand the
heat and handling conditions, but sturdy packaging should help overcome these
potential problems.

Lemons may have the brightest prospect among U.S. citrus fruit in the Gulf.
The lemons observed on the market, mainly from Lebanon and Turkey, were of
uniformly poor appearance relative to the U.S. product. The higher quality
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U.S. fruit may find ready customers in the supermarkets and perhaps also in
the smaller stores catering to the less affluent population.

Although the expansion of supermarkets and rising incomes should stimulate
increased demand for a wide array of U.S. processed products, the growth rate
may depend to a significant extent on the involvement of U.S. producers. As
mentioned previously, much of the trade in U.S. processed products, other than
some canned fruits and vegetables, has been handled by brokers. Producers may
be in a better position than brokers to meet labeling regulations, establish
brand identity, follow through on sales, establish distribution networks,
etc., all of which are necessary in an increasingly competitive market. U.S.
producers also may be in a better position to search out opportunities with
the catering industry and in stores other than supermarkets. At present, U.S.
products do not have a strong position in these smaller stores where suppliers
from Australia, France, Japan, etc., have done a better marketing job. For
example, cans of fruit juices from Taiwan and Japan are often seen in these
stores despite the higher quality of U.S. products.

Non-alcoholic beverages are obviously strong sales items because of the heat
and humidity of the Gulf and the prohibition on alcoholic beverages. Joint
ventures and licensing arrangements are becoming an increasingly important
marketing concept for these products. This may be the wave of the future in
view of the emphasis on industrial development in the Gulf and the generous
subsidies granted for the construction of processing and manufacturing plants.

Promotion

Advertising is not permitted on television or public radio in Saudi Arabia.
In other countries, advertising is possible through all media, including radio
and television, which reaches audiences along the Gulf corridor in Saudi Ar-
abia. Promotional efforts in Saudi Arabia, other than those on radio or tele-
vision from the other Gulf countries, concentrate on printed advertisements in
newspapers and magsazines, street posters, direct mailouts, in-store promo-
tions, and trade exhibits. The most effective advertisements are in English
and Arabic to appeal to both Saudi and the foreign population.

Very little promotion has been done to heighten consumer awareness of the
quality and value of U.S. products or to establish brand or origin identity.
Although some importers and distributors tend to discount the need for adver-
tising, the more progressive trading companies and larger retail outlets rec-
ognize the wvalue of promotion and appear very receptive to efforts such as
in-store promotions.

In early 1983, FAS plans to sponsor in-store promotions in one large super-
market chain in Saudi Arabia and one in Dubai. This will be just the first of
several activities designed to stimulate increased interest in and sales of
U.S. food products.

(Richard Schroeter (202) 447-7931)"
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Pakistan Exporting Experience

In recent years Pakistan has been successfully expanding exports of agri-
cultural commodities, but the list does not include fresh produce to any great
extent. Success has been inversely proportional to the perishability of items
exported. Several studies have been made in Pakistan on exporting fresh
fruits and vegetables. Factors involved in these sporadic shipments have
been:

1. The export of foodstuffs from Pakistan is licensed by the Government.
In years of plentiful supply, export permits may be issued by the
Government for those items after a surplus becomes apparent. In
years of tight supply, export permits are not issued.

2. When export permits for a commodity are issued, Pakistani brokers
notify their agents in the Arabian Gulf markets to advise wholesalers
of availability and give them a description of the produce to be
shipped. Shipments are made on consignment to the wholesalers con-
tacted. After securing consignment orders, the exporter in Pakistan
purchases the specified quantity of produce from one or more of the
large wholesale markets through commission agents. 1t is usually
necessary to assemble quantity from the offerings of several commis-
sion agents.

3. The produce to be exported then is loaded onto Bedford trucks, one
tier at a time, starting from the bottom. It is necessary for the
loaders to walk across the top of each tier many times to make a
tier. Produce crates have no weight bearing frame on their ends.
The containers are generally overfilled in order to insure an 18
kilogram net weight. Compression (boot force) is employed in nailing
on the top which gives produce crates a pillow shaped configuration
with the greatest vertical dimension occurring at the center of the
crate. The combination of the crate design and the loading procedure
cause unnecessary bruising and crushing that is not well received by
wholesalers in the discriminating Arabian Gulf market.

4, Exporting from Karachi involves fairly high ambient temperatures.
Generally, no chilling is applied to the produce at the production
site, nor refrigeration in transit to Karachi, nor later in shipping
on to the Arabian Gulf. Most shipments are sent by open motor
launches requiring three days after loading to arrive in Dubai. Many
launches are available for these shipments. The total amount of
cargo each trip is not great, so it is possible to make export ship-
ments from Karachi by this means without storing the produce at the
port.

Ocean freight lines call in Karachi on a bimonthly schedule. Sched-
uled ocean rates for refrigerated containers are six times the rate
for motor launches, consequently this type of shipping is not used.
Brake bulk dry shipments, i. e. without temperature or humidity con-
trol, of onions and potatoes. are made at lower rates by scheduled
carriers. Chartering regularly scheduled full shipload transporta-
tion is not used because of limited capacity of shippers and the
uncertainty of export licenses over an extended period of time.
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Even with good scheduling, it is probable that shipments originating
in Sind or Baluchistan require ten to fourteen days to arrive in
Dubai. The produce is transshipped, i. e., loaded and unloaded, at
least four times compounding quality losses described in 3 above.

During transportation no humidity/desiccation control is used. Fumi-
gation or other decay control measures are not used.

These conditions affect various commodities differently and individ-
ual lots of the same variety differently, depending on the maturity,
grading, handling and source. Mature, well graded onions and pota-
toes can arrive in reasonably good condition because they have a
shelf life longer than the transportation period and also because of
not being as severely damaged in the transshipping procedures as
softer, more succulent fruit. At the lower end of the spectrum are
mangos, guava, and apricots which do not arrive in good condition.

Sind bananas are of acceptable quality, but somewhat small. Although
this popular fruit is exported in volume, prices received by Pakistan
producers are only 20 percent of Kuwait prices because of the lack of
packaging at the farm site to protect against deterioration in trans-
portation. It was found necessary in Sallalah, Oman, where similar
products are grown by small farmers, to pick up produce from the
field side to avoid damaging quality by the various means of trans-
portation used by individual farmers in bringing their harvest to a
central receiving point. Lipton's five years of experience with
dates, a less perishable fruit, confirms the Sallalah conclusion in
Pakistan.

Such a complex mixture of factors affecting quality all the along the
export chain defies accurate description of quality upon arrival, and
Gulf merchants have become prejudiced concerning the reliability of
such advice by Pakistan exporters of fruits and vegetables.

All export shipments may not be affected equally by these factors
depending on the commodity, the individual exporter, his facilities
and the time of year. A market reputation has been established that
lowers export prices for Pakistan fruits and vegetables --an obstacle
to be overcome as exports are increased at equitable prices.
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Figure 3. EDIBLE LIFE AT AMBIENT TEMPERATURES AND HUMIDITY
in Sheltered Storage

Days after Harvest
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Perishable Product:
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Kinnow Tangerines
Pomegranate
Onions

Edible utility is estimated on 33 degrees C. ambient temperature at 40
percent humidity, or less, as being normal in Arabian Gulf households. Some
products will shrivel, or lose weight, but other deterioration does not begin
if the fruit or vegetable is inititially sound. Appearance will change, mak-
ing the product noncompetitive with fresh items in retail markets.

Edible life of a product is important in several aspects. Quality con-
trol becomes more necessary all along the export chain as this period shor-
tens. Even when quality is controlled to destination distribution of the
product is limited to nearby points and more distant locations having refrig-
erated storage for short life items. Distribution area increases according to
length of edible life. Retail consumers in the Arabian Gulf, where home re-
frigeration is not yet widespread, buy more as edible life lengthens. This
principle is clearly illustrated by the pattern of Pakistan exports of fruits
and vegetables in Table 6. Exporting cost increases and volume of demand de-
creases proportional to the perishability of an item.

All parties benefit from diversification of exported items according
to edible life. Growers have a more even labor requirement; two short life
products harvesting at the same time are difficult to manage without some
loss. Long life products may not have the profit margin for growers compared
to more perishable items, but are more tolerant of inclement weather during
harvest and generally have more uniform seasonal prices. Diversification by
crop spreads risks of overproduction (market price) and seasonal fluctuations.
Diversification by product life spreads weather risk during the critical har-
vesting period. Wholesalers and shippers gain from increased and more stable
volume.
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Controlled storage and other quality control practices of a modern peri-
shable marketing chein preserves the edible life of products while in transit
delivering close to field fresh quality at destination. As distribution fac-
ilities are improved beyond the receiving wholesalers, as is now occurring in
Arabian Gulf markets, the limitation of edible life in consumption volume is
greatly reduced, opening new opportunities for sales of a wide assortment of

perishable foods.

Table 6. PAKISTAN EXPORTS OF FRUITS AND VEGETABLES

Year 1980-81

Value

(000) Rupees

Rupees  Hyderabad**  Kuwait***
40 Kg Low(40Kg) Low(40Kg)

Items Quantity
(tons)
Apricots, dried 407.3
Bananas, fresh 9,422.8
Citrus, Kino 20,273.6
Dates, dried 2,546.6
Garlic 25.4
Grapes, dried 132.4
Mango, fresh 4,241.5
Onion 75,281.8
Pears 5.2
Potatces 4,853.1

10,330.
19,146.
39,631.
13,922.
170.
2,302.
24,805.
117,538.
12.
8,878.

8
4
9
6
0
9
2
1
8

8

507

40.
39.
109.
133.
347.
117.

31
49
36

.3
6 94.8* 210
42.5 280
3
9 250 588.50
9
175 700
.2 42.50 87.50
2
.6 60 93

* Estimated weight 1 kg per dozen.
** Source: Fruit, Vegetable and Condiment Statistics of Pakistan. Feb.

1983

*** Source: Mohammad Aslam, Commercial Secretary, Embassy of Pakistan,

Kuwait

Onions were by far the largest export in both quantity and sales revenue
of the fruits and vegetables exported by Pakistan.
ed onions was 26 percent below the lowest price that onions sold for in the
Hyderabad Market. Citrus, or Kino, was the second largest export item, and
moved at a reasonable price relative to the Hyderabad Market. These two items

accounted for 58 percent of export revenues.

Price received for export-

The prices paid for exported fruit and vegetables indicate that Paki-
stan's export sales are in a buyer's market situation. None of these items
brought a premium over the lowest price listed for the Hyderabad Market.
Several of them were purchased substantially lower than prevailing domestic
prices. Potatoes, the fourth ranking export, were bought at 61 percent lower
than Hyderabad price. Date exports were very small relative to the size of
the Pakistan crop and realized only about 30 percent of the domestic price.

The guantities of products exported are inversely proportional to their
individual perishability with the exception of bananas. Bananas would have
followed potatoes rather than preceding them had this principle applied
thoughout, however there are several factors which influence export demand,
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such as competitive availability. The fact that this occurred indicates po-
tential for exporting bananas. Pakistan is the nearest source of bananas for
Arabian Gulf markets. Shippers from East Africa are farther away and have
unsolved quality control problems.

General discounting under domestic prices and volume so closely corres-
ponding to perishabilities describes a condition of buyer dominance in a mar-
ket without storage facilities at the point of embarkation. The pattern does
not reflect Arabian Gulf demand for products grown in Pakistan.

Table 7. PRICES IN MAJOR WHOLESALE MARKETS
(Rs per 40 Kg)

Crop Hydera- Quetta Lahore Pesh- < Vol. Mkt. Back Stor- Ave.
abad awar Month Level Haul age Hyder.
Apples 420 200 510 360 Oct. 220 k180 661.62
Bananas 94.5 160 130 130 Any 65 111.20
Citrus, 45, 35 18.5 30 Nov. **68.8 96.74
Kinnow
Garlic 250 235.5 325 292.5 Jul. 435,98
Grapes 387.5 127.5 390 410 July 260 *37.5 412.50
Mango 130 190 235 305 July 60 196.25
Onions 42.5 55 45 70 July 75.75
Potatoes 60 35 59 60 60.00
Okra,(L. F.) 42.50 112 52. 52.50 June 69.5 88.75
Summer
Squash, 57.50 47 62.50 21.75 June 71.84
Summer
Egg plant, 23.5 141 46 36 Dec. 117.50 49,42
Winter
Tomatoe, 76 131 170 93.75 Jan. 55 *70 135.58
Winter

* Indicates storage for one month.
Source: Fruit, Vegetable & Condiment Statistics of Pakistan, Feb. 1983
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An analysis of wholesale prices indicates there is no appreciable cold
storage used and that product mobility between the Hyderabad and Quetta mar-
kets is extremely limited. There may be some statistical problems with apples
and grapes in both the Quetta and Hyderabad markets; however, present data
clearly indicate the general direction of need, if not the degree.

One thousand tons of cold storage capacity can realize 4,185,00 Rs in
wholesale price increase by holding 46,500 crates of apples from October to
January, then gain 1,845,000 Rs by storing 90,000 lugs of tomatoes for thirty
days in the January to March season and 76,700 Rs from 46,500 crates of brin-
jal (egg plant) for thirty days (season: June through July). Price increases
from storage can equal the investment in the cold storage plant in eight
months, or earn 1.5 times the plant cost in one year.

The need for additional transportation between markets is even more spec-
tacular. A truck and refrigerated van hauling 1,800 lugs of grapes in Septem-
ber from Quetta to Hyderabad can realize 234,000 Rs per load in price differ-
ential between the two markets then gain another 35,830 Rs on the back haul to
Quetta with a load of bananas. Gross revenue from the difference in market
levels, together with savings in backhaul, will equal the investment in the
transportation equipment in 7.12 trips or 19 days of use. Similar price dif-
ferences occur in other months, apples in October with a backhaul of brinjal
(egg plant) as another example.

While it is not contemplated in the proposed plan that storage and trans-
portation gains will accrue to the operators of these facilities, the figures
cited demonstrate that each investment, storage and transportation, is needed
now in the Pakistan perishable distribution system and can earn a substantial
return as an independent investment.

The problem with this type of independent investment alone in perishable
marketing is that volume and quality quickly become limiting factors unless
all of the other necessary elements in the distribution system are uniformly
developed at the same time. At present there are probably a few progressive
farmers who produce storage quality and would use refrigerated transportation
if it were available, but without expanding an improved production base, which
is a major integral part of establishing a perishable marketing system, the
superficial promise of these projects alone will soon be throttled by volume,
the key to economic marketing costs. After a prototype marketing chain is in
operation, independent investments can augment any of the distribution facil-
ities where return on investment merits.

Entry of other investors, individuals, farmer cooperatives, or corpor-
ations, can bring about free market control of rates charged at any point
along the marketing conduit. Improvements in efficiency and uniformity work
to the benefit of all concerned, including domestic competitors, because in-
creased capability is the advantage needed to meet international competition.
The real competition is not internal. Pakistan has the natural advantages to
win in the international ball game if improvements are holistically approached
in axiomatic stages and the real competition, which is not internal, is kept
clearly in view by the domestic team.
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An Informed Resident Appraisal

Quoted below is the section of P. C. 1, Fruit Development in Baluchistan
(Phase II) presenting the justification for continuing the work at Sariab wr-
itten by Dr. Mohammad Saeed, Project Director:

"Baluchistan is the biggest province in Pakistan with a total area of
approximately 347,060 km. (135,570 square miles; California: 158,693 sq. mi.)
The largest part is mountainous, mostly rocky and barren. Cultivated land is
limited to about 4 percent of the total area. Agriculture is largely pastoral
with movement of sheep from the low lying winter pastures to the high pastures
in the summer. The province is semi-arid with maximum rainfalls of up to
380 mm per annum in the north and from 200 mm down to 80 mm per annum in the
south and west. These areas are at elevation between 1,500 and 1,700 meters.
Generally, the soil is deep, alluvial, silty clay and while land is available,
water is limited. Early fruit plantation was dependent on water from "Kar-
ezes," manmade underground water channels originating in the foothills of the
mountains surrounding the upland valleys. These systems are declining because
of damage by earth tremors and the impossibility of obtaining labour to carry
out the difficult and dangerous work maintenance. Replacement by open surface
wells and tube wells has brought about less dependence on the kareze system.
Increased electrification supplying a relatively cheap source of energy for
pumps has caused a dramatic increase in the number of wells in the period
1972-82 and a corresponding increase in orchard area. The combination of
increased consumption of water and intermittent recharging has caused concern
in some areas. '

i« Poor roads and long distances from the main market in
Karachi have been major constraints in marketing, but ex-
tensive road improvements are being carried out.

ii. The types of fruit produced include almonds, apples, apri-
cots, cherries, grapes, peaches, plums and pomegranates.
Many of the varieties are indigenous in the Suleman moun-
tains, Eastern Alborz Mountains, Hindu Kush and Western
Himalayas. Some varieties have been introduced from the
Western Hemisphere.  Orchard management is poor and has
led to many problems which include:

a) Excessive vigour and slowness to come into bearing associ-
ated with the use of seedling or crab apple rootstocks.

b) Multi-stemmed trees and canopy orchards with reduced frui-
ting area and increased number of small fruits. Lack of
pruning and training. Orchards difficult to spray for
pests, e.g. Codling moth.

¢) Large trees difficult and expensive to harvest.

d) Unsuitable varieties, e.g. Amri, Apple.

e) Wastage of water by channel and flood irrigation.

) Difficulties in mechanization in orchards with irrigation
bunds.
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g) Excessive damage to fruit by bad handling.

h)  Biennial bearing with excessive crop in one year and none
or very little in the following year, e.g. Kullu.

In relation to varieties, it should be noted however that some
local varieties could be equal to, if not superior to,
imported varieties, e.g. grape Haita, un-named thin shelled
almonds and Qandhari pomegranate.

It is estimated that fruit production gives a gross income
four to five times greater than that of cereals. Deciduous
fruit production is the largest source of income in the
province, contributing 22.6 percent to the Provincial Gross
Domestic Product. Within Pakistan, Baluchistan is the biggest
producer of deciduous fruits.

The demand for fruit greatly exceeds the supply and most fruit
can be sold as fresh, leaving no regular supplies of lower
priced processing fruit. Grading is minimal and does not
conform to any standards.

About 80 percent of the apple crop is sold to contractors
usually at fruitlet stage and a cash advance is made to the
grower. The system is open to abuse but it has to be remem-
bered that the majority of orchards are small, 2-4 acres, the
growers have no means of transport or arranging distant sales
and the system works reasonably well at present. It could be
less effective if there was overproduction of fruit. The
remainder of the fruit is sold through wholesalers in Quetta
and from there to secondary wholesalers in Lahore and Karachi.
A small percentage of the apple crop is stored in cold stores
in Quettal and Karachi.

Production costs are not known and the extent and content of
the Provincial orchard are not adequately known.

Projections about future marketing developments tend to be
subjective. While the present state of supply and demand
exists, it will be difficult to introduce grading standards
and sophisticated packaging.

Growers' organizations have proved difficult to establish and
this can be attributed to a lack of any particular need to
form associations or cooperatives. In the present market
state, there 1is no apparent financial incentive to sell
through cooperatives.

The fruit industry of Baluchistan can be described as having a
low level of technical input and produces fruit of varying
quality and quanitity. Because of the lack of even elementary
technology, growers are not realizing the full potential from
their work and consumers remain constantly in short supply of
reasonably priced fruit.
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vii. Lack of continuity of effort and lack of adequate expertise by
research and extension institutions had led to an ineffective
contribution by the Government to economic fruit production.
In order to overcome this, the Government proposed the
project, Fruit Development in Baluchistan, Quetta as joint
venture with UNDP/FAO. The Project was largely orientated
towards post harvest activities and initially failed to make
any impact on improving fruit production.

The latter part of the project was used to establish the base
necessary to carry out a fruit production modernization
programme. Experimental orchards and scientific services were
established and some preliminary staff training started both
at home and abroad.

Research and development in tree fruits and ultimately
demonstrations to growers is a long term process, and a five
year project will only go half way towards obtaining inform-
ation and making recommendations.”

FAO 1982 Report Summary Comment

Paraphrased text from page 149 of FRUIT DEVELOPMENT IN BALUCHISTAN, PAKI-
STAN by Philippe Dardel (1983)

6.1 HORTICULTURAL PRODUCTS AS A WHOLE

Under present conditions of supply and demand, marketing deciduous fruit
in Pakistan is relatively easy. The situation is "quiet." Revenues of the
fruit producers remain similar from one year to another. Slight fluctuations
in prices due to changes in supply or demand are absorbed mainly by the con-
tractors.

However, fruit production is projected to increase more rapidly (10 per-
cent per annum in planted acreage) than the expected growth of population (3
percent per yr.). Difficulties may arise within a few years.

Furthermore, studies show that feasible changes in the present marketing
process can increase the revenues of growers, thus increasing farm income in
the villages to help in the general development of the country. For this
reason, the proposed new steps for improving the marketing of fruit and horti-
cultural products should be implemented as soon as possible.

It is difficult, if not impossible, to consider problems relating to
deciduous fruit marketing separately from the marketing operations of other
types of vegetables and fruits. Deficiencies in packaging, market infra-
structure, transport, Market News Service, and standards are common to all
horticultural products. Baluchistan already has problems in marketing onions,
potatoes, and dates.
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Government Objectives and Policies

Pakistan leadership is intimately aware of the foregoing. In the report
on the Strategy for Food Self Sufficiency and Maximization of Agriculture

Exports for the VIth Plan by A. Jameel Nishtar, the major policy measures

needed in marketing fruits and vegetables are concisely summarized. The fol-
lowing is quoted from page 65 of that report:

"MAJOR POLICY MEASURES:

1.

The most important policy measure for this field is ensuring
stability of exports. The government should therefore decide to
open up these sectors to export once and for all, regardless of
the marketing situation in any particular year. Once this
stability has been ensured, the overall production will grow
very sutstantially, thus ensuring stable domestic availability.

In order to develop export in a substantial manner, it will be
necessary to induct modern corporate enterprise in this sector.
This should consist of partnerships between high technology
specialist foreign firms and efficient local entrepreneurs. By
this method not only will modern methods of production be
inducted, but also standardisation, quality control, export
packaging and export marketing will be possible. It is only
when a few such firms have given the lead that large scale local
development will be possible. It will not be necessary in most
cases for these firms to own large tracts of land of their own.
They would enter into contractual relationships with growers,
providing them know-how and technical supervision and purchase
the produce from them. Thereafter they will export them after
standardisation, grading and packing.

It is necessary to allow the import of high quality vegetable
seed and small horticulture equipment on a completely free list
basis.

It is necessary to encourage the setting up of cold storages,
dehyderation and processing plants.

Efficient, and if possible, concessional air cargo arrangements
may be made for direct flights from Karachi, Lahore and Islam-
abad to various Gulf destinations.”

On page 62 of that same report in the major policy measures recommended
to maximize the exporting of fruit, the following paragraph is quoted:

"1.

It is essential to encourage corporate sector private enterprise
in this field consisting of high technology international firms
in partnership with local entrepreneurs. Apart from guidance
regarding the technical aspects of production, this arrangement
is necessary in order to undertake international marketing. In
this field, exports depend very much on strict quality control,
standarisation, packaging and efficient exporting. It is only
large scale modern projects which can sct up an example for this
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type of development. Therefore, in order to initiate modern
development in this sector, it is necessary to encourage the
formation of a few large scale private sector projects, in
partnership with high technology specialized foreign firms."

Chapter 11 of this report recites generally known information on the
existing conditions in the Pakistan fruit and vegetable industry as a back-
ground for evaluating the proposed prototype plan for initiating a modern
marketing system for perishables as it might be implemented by a private sec-
tor corporation directed by specialized foreign technicians and a Pakistan
administrator, described in Chapter I1II.

Timing is right for implementing these measures.  Receptiveness exists in
both newly developed interest in Pakistan agriculture and in Arabian Gulf mar-
kets. Development plans cannot become viable without these attitudes. Fur-
ther, Arabian Gulf markets are rapidly maturing. Foreign competition in that
high income region will become more intense with time, making it more diffi-
cult for Pakistan to dispose of potential future surplus it a prototype mar-
keting operation is started at a later date.
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Chapter Ill. A Marketing Development Plan

Basic Approach

The prototype marketing organization is designed to provide the infra-
structure necessary to establish an integrated marketing chain from the grow-
er's field through wholesale markets, domestic or foreign. The marketing
organization will select, train, organize and pay personnel to operate the
sales, administration, storage, packing, transportation, product collection,
and farmer assistance functions that are now lacking. Assistance to progres-
sive farmers will make available the means, including training, supervision,
input financing, and supplementary equipment, to grow and market their produce
in an orderly fashion. Increased yields of quality fruits and vegetables will
be handled by the prototype marketing organization as a services business not
participating in the gains obtained other than through a six percent sales
commission, container sales, standardized rates for services rendered and cost
recovery for grower assistance. Rates for services include a return on in-
vestment and compensation for management.

Confidence among farmers that a perishable marketing system exists, to-
gether with increased income returned to growers by marketing services, will
stimulate basic production advances in quality and quantity. Once a prototype
organization demonstrates the requirement for integrated practices in handling
perishables, it is expected that technical improvements will spread throughout
the perishable products sector of Pakistan agriculture.

Although the prototype marketing organization will be relatively small in
the beginning, it will be complex. Unlike conventional brokerage businesses,
. .the prototype marketing service must provide a complete infrastructure for its
| operations and gather its products from many growers who need to be instruct-
ed, trained, supervised, and coordinated. The latter alone is a monumental
‘and time consuming task.

Accounting Pools

An accounting pool will be set up for each commodity within a district to
equitably distribute sales proceeds to farmers after charges for services are
deducted. Because of the aggregate volume handled, the charges for field
service, refrigerated freight, pre-cooling, packing, fumigation, waxing, decay
control, storage, sales, and forwarding will be less than the expense to a
grower of providing these requirements for himself, if he were able. The mar-
keting organization will charge growers only for services applicable to an
item marketed.
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Advances can be set at the going prices prevailing in a district for a
product equal those offered by local contractors and paid at the customary
time. The total amount of advances to a farmer will be based on the average
yield in their district. Each year the grower's actual yield will be used in
place of the district average, up to a total of three years. Subsequently ad-
vances will be based on a grower's three year average, thus encouraging grow-
ers to increase yields. These advances will be deducted from the grower's
return when the accounting pool is settled. In the case of bananas where har-
vest continues throughout the year, an accounting pool may have several clos-
ings to recognize seasonal price variations.

Pooling account balances, after a small deduction for incentives to field
personnel, including the key organizing progressive farmers, will be distrib-
uted to farmers participating in the pool in proportion to the volume and
grade of product each has delivered. Interested farmers will be assured of a
market outlet with an opportunity to participate in net proceeds just as they
would in a marketing cooperative, with much less cost than embryo cooperatives
experience.

The Cooperative Alternative

The marketing operation will function as an integrated, consistent mar-
keting conduit, differing from a cooperative only in that management and con-
trol of the marketing organization will not fall upon farmer groups that are
not presently able to meet international competition. Advocates of cooper-
ative theory are quick to question the rate of return on investment paid to
private investors, but contemporary comparison of net sales proceeds paid back
to U.S. farmers by cooperatives and private businesses does not show advantag-
es in favor of cooperatives. Private corporate core organizations for
processing and marketing have been growing more rapidly in the United States
than long established cooperatives with which they compete. However
competition between the two forms of organization has contributed to the
efficiency of both. Private business growth has resulted from returning to
farmers proceeds equal to cooperatives, usually with simpler, faster payback
schedules.

The costs of pioneering, in money and time, can be greatly reduced for new
enterprises if there is a successful local pattern to follow. The present
Pakistan marketing situation cannot be solved by proliferating small new co-
operatives alone, but they can effectively fit into a marketing chain once it
has been established. Historically in highly developed agricultural markets
the private sector has initiated the market structure followed by the develop-
ment of cooperatives to keep it in balance.

As market structure matures, there is little difference between the two
types of organizations; both operate as a competitive corporate core. The
ideal of farmers managing their own marketing is not a reality. Farmers may
control their marketing cooperative, but they must hire management expertise.
Not having specialized marketing knowledge, farmers frequently select manage-
ment based more on agreeable personal attributes than on sales efficiency. At
any stage of development, perishable marketing is a specialized endeavor.
Both mature successful cooperatives and private sector firms delegate direc-
ting the business to highly paid marketing professionals.
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Where to Begin

An active market exsits in the Arabian Gulf for Pakistan agricultural
produce. Once an orderly balance is established between domestic markets and
quality control is achieved, exports can earn significant foreign exchange.
Refrigerated ocean transportation is available from Pakistan Shipping Corpor-

. ation, but beyond the port of Karachi toward Pakistan growing districts, there

is not adequate infrastructure nor the attending quality control practices to
provide produce of competitive quality for export.

Karachi is the point to begin by building a cold storage plant of 1,000
tons capacity with facilities for precooling, fumigation and other methods of
arresting decay, container manufacturing, packing, and coordinating truckloads
arriving daily with distribution to domestic markets and periodic outgoing
ocean shipments.

A marketing operation of this size will initiate accomplishing the ob-
jectives, but will be small enough to avoid high start-up costs on a larger
volume. The per package unit expense of personnel and equipment necessary to
accumulate export quantities from a large number of farmers and to transport
produce to Karachi will be heavy at the beginning. Unit costs are influenced
by wvolume, the number of farmers supplying that volume, degree of concentra-
tion, distance, and organizational efficiency. As training and experience
accumulate, efficiency will increase. Volume can then be expanded without
undue high costs per unit. The initial phase should be kept as simple as pos-

//sible to control costs while procedures are being established. Concentration

on grower assistance will demonstrate the profitability of ad vanced practices.

Increased Production

An export program cannot become effective without first establishing
itself as a marketing conduit to both domestic and foreign markets. At the
present time several items, apples and grapes for example, are selling in the
domestic market at higher prices than can be obtained elsewhere. 1f apples are
exported rather than being sold on the higher domestic market, the disparity
will cause all sorts of confusion and contention in grower relations. At
first a large portion of the product tendered by farmers will not meet the
standardized quality of international markets that it must compete with in
exporting, yet quality standards must be maintained if Pakistan is to receive
its due share of export markets in the future. Lower grades then must be sold
in local markets. If off grades bring more money back to the farmer than
premium quality exports, the exporting program will not have much appeal to
producers and will flounder without stimulating better quality nor much inte-
rest in advanced practices. This imbalance cannot be legislated away; it must
be solved by production encouragement, that is, increased grower income from a
free flow of products between markets. -

Farmers must have confidence that their marketing outlet is treating them
fairly. Any feeling that they are being used to gain somebody else's goal
will bring forth characteristic agrarian wariness and apathy. Farmers may
seem to be inarticulate, which may be true, but in no way is their perceptive-
ness limited. Farmers make their living by being close and accurate obser-
vers, regardless of whatever other intelléctual tools of knowledge and elocu-
tion they may lack.
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Initially high priced items handled by the marketing organization should
be sold domestically if such sales bring farmers a higher return. Increased
farmer income will stimulate production. This has to come first. Pleadings
for advanced cultural practices will not receive effective farmer attention
without it,

New plantings of tree crops will not yield for several years. Annual
crops of vegetables and melons should be brought into the marketing system for
additional farmer income to meet the cost of the nonbearing years of permanent
crops and to increase volume for the marketing organization. Philippe Dardel
emphasized this principle in the FAO report: Steps in improving a market
structure involve all of the interrelated marketing functions in systematic
sequence and degree. Uneven emphasis or piecemeal corrections will be dis-
appointing.

Baluchistan Marketing

It has been proposed that an exporting operation be set up Irom northern
- Baluchistan.  This can be accomplished in the second phase of export develop-
ment, but not at first because of cost. Reasonable marketing costs are depen-
dent on handling a volume near the capacity of the cold storage plant, refrig-
erated transportation equipment, and personnel over an extended shipping sea-
son. Sources in Pishin, Quetta and Kalat are not suitable for initiating the
first phase because of quantities available, scattered growing areas, a short
harvest season, and the distance involved. In the second phase of develop-
ment, Baluchistan can be incorporated into the marketing chain once the basic
costs of the operation are supported by volume from nearby year-round produc-
tion.
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Table 15. ZONE 1 - SEASONAL TONNAGE
Handled by the Marketing Organization, Metric Tons

Zone District  Product Mktg. Peak Season Vol.
Tons Mo. Jan Feb Mar Apr  May Jun Jul Aug Sep Oct Nov Dec

1 Baddin Bananas 1,050 Sept. 12 mo. 90 90 90 90 90 90 60 90 90 90 90 90 90
1 Baddin Garlic 130 June Jun-- Dec 20 30 20 20 20 20 20
1 Baddin Mango 1,500 July May-- Aug 375 375 375 375 375
1 Baddin Onions 3,600 July May-- Aug 900 900 900 900 900
1  Baddin Vegtbls. 1,000 dJan. Nov-- Apr 165 170 170 165 165 165 165
1 Hyderabad Bananas 3,000 Sept. 12 mo. 250 250 250 250 250 250 250 250 250 250 250 250 250
1 Hyderabad Garlic 320 June Jun-- Dec 45 50 45 45 45 45 45 45
1 Hyderabad Mango 3,200 July May-- Aug 800 800 800 800 800
1  Hyderabad Vvegtbls. 1,700 Jan. Nov-- Apr 280 300 280 280 280 280 280
1  Nawabshah  Citrus 2,000 Nov. Nov~-- Dec 800 1,000 1,000
1 Nawabshah  Onions 1,100 July May-- Aug 275 2715 275 275 275
1 Tharparkar Bananas 1,950 Sept. 12 mo. 160 165 165 160 160 160 160 160 160 165 165 165 165
1  Tharparkar Onions 1,300 July May-- Aug 325 325 325 325 325
1 Thatta Bananas 1,500 Sept. 12 mo. 125 125 125 125 125 125 125 125 125 125 125 125 125
1 Thatta Vegtbls. 1,800 Jan. Nov-- Apr 300 300 300 300 300 300 300

TOTALS 25,150 1,400 1,380 1,370 1,370 3,300 3,350 3,365 3,365 695 695 2,440 2,420

Table 16. ZONE 2 - SEASONAL TONNAGE
Handled by the Marketing Organization, Metric Tons
Zone District  Product Mktg. Peak  Season Vol.
Tons Mo. Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2  Kalat Apple 200 Oct. Aug-- Sep 100 100 100
2 Kalat Apricot 50 June June 50 50
2 Kalat Grapes 150 July Jul-- Sep 50 50 50 50
2 Kalat Onions 5,500 April  Apr-- Jun 1830 1840 1830 1830
2 Kalat Peaches 50 Aug. Jul-- Sep 15 15 20 15
2 Kalat Plums 300 July Jun-- Jul 150 150 150
2 Kalat Potatoes 1,800 Oct. Aug-- Dec 360 360 360 360 360 360
2  Khuzdar Pomegr. 100 Sept.  Aug-- Oct 35 30 35 35
2 Pishin Apple 200 Oct. Aug-- Sep 100 100 100
2 Pishin Apricot 100 June June 100 100
2 Pishin Grapes 1,400 July Jul-- Sep 465 465 470 465
2 Pishin Plums 300 July Jun-- Jul 150 150 150
2 Pishin Pomegr. 50 Sept.  Aug-- Oct 15 15 20 15
2 Pishin Potatoes 1,100 Oct. Aug-- Dec 220 220 220 220 220 220
2  Quetta Apple 200 Oct. Aug-- Sep 100 100 100
2 Quetta Apricot 100 June June 100 100
2  Quetta Grapes 700 July Jul-- Sep 235 235 235 230
2  Quetta Peaches 50 Aug. Jul-- Sep 15 15 20 15
2  Quetta Plums 200 July Jun-~ Jul 100 100 100

TOTALS 12,550 1,840 1,830 2,480 1,180 1,720 1,710 630 580 580

8¢



39

Selection of Producing Districts

‘ A new operation will have less trouble getting started if due consider-

ation is given beforehand to avoid disturbing the existing marketing struc-
ture. Under the proposed plan in the initial phases, the amount of produce
handled by the prototype system has been limited to 10 percent of the volume’
of an item grown in each district. Immediate improvements in yield resultin/g
from better insect control and product savings in adequate packaging, precool-
ing soon after harvest, decay arrest, refrigerated transportation and cold
storage will make up in total food production for the amount of product diver-
ted through the marketing organization. Information on market prices, cultur-
al practices, and field test results will be open to anyone in the district
who is interested. Improved containers, decay inhibiting wrapping material,
~and transportation will be made available, subject to the needs of client
growers, to anyone in the district. The object is to avoid disturbing the
present structure of a district until new practices are demonstrated and
.lgenerally adopted.

Other considerations used in the selection of producing districts take
into account the volume of associated crops grown by a farm and the distance
from the Karachi plant. Wherever economically consistent, supply is taken
from outlying districts.

Statements of what the new organization is going to accomplish should be
delayed until they become unnecessary. A large number of native people are
involved whose thinking cannot be quickly changed by a few field representa-
tives advocating practices alien to tradition. No one knows what the rate of

- acceptance will be, so it is better to be silent on that subject. Those that
twelcome the marketing operation can become bitter if unrealistic expectations
are not attained as promised.

Middlemen

The commissions of conventional Pakistan middlemen are high, but also
have considerable justification. Additional competition is limited by the
high risk they bear in handling a small volume, usually of a limited product
line, in a single market over a short season. Safer alternatives are avail-
able to most businessmen. These people are leaders in producing districts,
furnishing initiative to the present system. They have local experience,
knowledge, and personal contacts, valuable abilities which should be retained
and incorporated into the marketing system of the country. An integral part
of initiating a modern prototype marketing organization is to be ready to
genuinely assist and cooperate with present perishable produce dealers.

The attitude of local middlemen towards a prototype marketing organiza-
tion is important because of their numbers and position in the industry. If
they feel threatened, the result will be damaging to all concerned. Progress
in general, and prototype marketing organization plans in particular, will be
greatly impeded. The whole marketing structure will suffer.  With opposition,
criticism, or accusations, their talents will be diverted into disruptive and
destructive activities.  With cooperation and assistance, these abilities can
be constructive. Progress in their acceptance of new practices may be slow at
first, or noncommittal, but an atmosphere of suspicion in the beginning should
be avoided.



Table 17.

PRODUCT SELECTION BY DISTRICT, page 1

Pkgs. Rs Grower

Tons District  Product /Ton Packages _ /Pkg  Advances

(000 Rs)
1,050 Baddin Bananas 46.5 48,825 20 976.5
3,000 Hyderabad Bananas 46.5 139,500 20 2,790.0
1,950 Tharparkar Bananas 46.5 90,675 20 1,813.5
1,500 Thatta Bananas 46.5 69,750 20 1,395.0
7,500 Subtotals 348,750 6,975.0
1,500 Baddin Mango 90 135,000 20 2,700.0
3,200 Hyderabad Mango 90 288,000 20 5,760.0
4,700 Subtotals 423,000 8,460.0
130 Baddin Garlic 50 6,500 20 130.0
320 Hyderabad Garlic 50 16,000 20 320.0
1,000  Sukkur Garlic 50 50,000 20 1,000.0
1,450 Subtotals 72,500 1,450.0
3,600 Baddin Onions 20 72,000 40 2,880.0
1,100 Nawabshah Onions 20 22,000 40 880.0
1,300 Tharparkar Onions 20 26,000 40 1,040.0
5,500 Kalat Onions 20 110,000 40  4,400.0
11,500 Subtotals 230,000 9,200.0
1,000 Raddin Vegtbls. 46.5 46,500 35 1,627.5
1,700 Hyderabad Vegtbls. 46.5 79,050 35 2,766.8
1,800 Thatta Vegtbls. 46.5 83,700 35 2,929.5
4,500 Subtotals 209,250 7,323.8
2,000 Nawabshah Citrus 46.5 93,000 30 2,790.0
2,000 Khairpur Citrus 46.5 93,000 30 2,790.0
550 Multan Citrus 46.5 25,575 30 767.3
4,550 Subtotals 211,575 6,347.3

Metric Tons

Rs

10
10

AN

12

12

10

10

IPkg

Container Rs
Sales /Pkg
(000 Rs)

488.3 18.5
1,395.0 18.5

906.8 18.5

697.5 18.5
3,487.6
1,350.0 20
2,880.0 20
4,230.0

39.0 11

96.0 11

300.0 11

435.0

720.0 14.8

220.0 14.8

260.0 14.8
1,100.0 14.8
2,300.0

558.0 18.5

948.6 18.5
1,004.4 18.5
2,511.0

930.0 15

930.0 15

255.8 15
2,115.8

Packing

_Charges

(000 Rs}

903.3
2,580.8
1,677.5
1,290.4

6,452.0
2,700.0
5,760.0

8,460.0

71.5
176.0
550.0

797.5

1,065.6
325.6
384.8

1,628.0

3,404.0

860.3
1,462.4
1,548.5

3,871.2

Rs Export Rs Grower
/Pkg  Sales /Pkg Return
{000 Rs) (000 Rs)
105 5,126.6 31.2  1,523.3
105 14,647.5 33.1  4,617.5
105 9,520.9 28.7 2,602.4
105 7,323.8 35.7  2,490.1
36,618.8 11,233.3
175 23,625.0 95.2 12,852.0
175 50,400.0 96.0 27,648.0
74,025.0 40,500.0
295 1,917.5 210.5 1,368.3
295 4,720.0 208.5  3,336.0
295 14,750.0 197.6  9,880.0
21,387.5 14,584.3
110 7,920.0 18.4 1,324.8
110 2,420.0 15.7 345.4
110 2,860.0 19.5 507.0
110 12,100.0 8.8 968.0
25,300.0 3,145.2
110 5,115.0 19.7 916.1
110 8,695.5 21.6 1,707.5
110 9,207.0 24.2 2,025.5
23,017.5 4,649.1
140 13,020.0 52.1 4,845.3
140 13,020.0 44.2 4,110.6
140 3,580.5 23.9 611.2
29,620.5 9,567.1

0y



Table 17. PRODUCT SELECTION BY DISTRICT, page 2

Metric Tons

Pkgs. Rs Grower Rs Container Rs Packing Rs Export Rs Grower

- _Tons District Product /Ton Packages /Pkg _ Advances /Pkg Sales /Pkg Charges  /Pkg Sales /Pkg Return
(000 Rs) (000 Rs) (000 Rs) (000 Rs) (000 Rs)

200 Kalat Apples 46.5 9,300 35 325.5 12 111.6 18.5 172.1 212.5 1,976.3 90.9 845.4
200 Pishin Apples 46.5 9,300 35 325.5 12 111.6 18.5 172.1 212.5 1,976.3 83.2 773.8
200  Quetta Apples 46.5 9,300 35 325.5 12 111.6 18.5 172.1 212.5 1,976.3 85.0 790.5
2,000 Sibbi Apples 46.5 93,000 35 3,255.0 12 1,116.0 18.5 1,720.5 212.5 19,762.5 81.0 7,533.0
1,000 loralai Apples 46.5 46,500 35 1,627.5 12 558.0 18.5 860.3 212.5 9,881.3 76.6 3,561.9
1,000 Zhob Apples 46.5 46,500 35 1,627.5 12 558.0 18.5 860.3 212.5 9,881.3 79.1 3,678.2
4,600 Subtotals 213,900 7,486.5 2,566.8 3,957.4 45,454.0 17,182.8
50 Kalat Apricots 46.5 2,325 35 81.4 12 27.9 18.5 43.0 250 581.3 122.9 285.7
100  Pishin Apricots 46.5 4,650 35 162.8 12 55.8 18.5 86.0 250 1,162.5 115.2 535.7
100 Quetta Apricots 46.5 4,650 35 162.8 12 55.8 18.5 86.0 250 1,162.5 116.8 543.1
250 Sibbi Apricots 46.5 11,625 35 406.9 12 139.5 18.5 215.1 250 2,906.3 113.0 1,313.6
500 Subtotals 23,250 813.9 279.0 430.1 5,812.6 2,678.1

' 1,000 ‘Khairpur Dates 46.5 46,500 35 1,627.5 10 465.0 13 604.5 175 8,137.5 73.9 3,436.4
1,500 Panjgoor Dates 46.5 69,750 35 2,44).3 10 697.5 13 906.8 175 12,206.3 68.0 4,743.0
2,500 Subtotals 116,250 4,068.8 1,162.5 1,511.3 20,343.8 8,179.4
150 Kalat Grapes 90 13,500 25 337.5 10 135.0 9.3 125.6 212.5 2,868.8 124.1 1,675.4
1,400 Pishin Grapes 90 126,000 25 3,150.0 10 1,260.0 9.3 1,171.8 212.5 26,775.0 120.2 15,145.2
700 Quetta Grapes %0 63,000 25 1,575.0 10 630.0 9.3 585.9 212.5 13,387.5 121.1  7,629.3
300 loralai Grapes 90 27,000 25 675.0 10 270.0 9.3 251.1 212.5 5,737.5 116.6 3,148.2
700 - Zhob Grapes 90 63,000 25 1,575.0 10 630.0 9.3 585.9 212.5 13,387.5 117.8 7,421.4
3,250 Subtotals 292,500 7,312.5 2,925.0 2,720.3 62,156.3 35,019.5
50 Kalat Peaches 46.5 2,325 35 81.4 10 23.3 29.8 69.3 250 581.3 114.3 265.7

50 Quetta Peaches 46.5 2,325 35 81.4 10 23.3 29.8 69.3 250 581.3 108.2 251.6
100  Subtotals 4,650 162.8 46.6 138.6 1,162.6 517.3
300 Kalat Plums 46.5 13,950 35 488.3 10 139.5 21.8 304.1 210 2,929.5 87.6 1,222.0
300 Pishin Plums 46.5 13,950 35 488.3 10 139.5 21.8 304.1 210 2,929.5 79.8 1,113.2
200 Quetta Plums 46.5 9,300 35 325.5 10 93.0 21.8 202.7 210 1,953.0 81.5 758.0
175 loralai Plums 46.5 8,138 35 284.8 10 81.4 21.8 177.4 210 1,709.0 73.2 595.7
175  Zhob Plums 46.5 8,138 35 284.8 10 81.4 21.8 177.4 210 1,709.0 75.8 616.9

1,150 Subtotals 53,476 1,871.7 534.8 1,165.7 11,230.0 4,305.8
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Table 17. PRODUCT SELECTION BY DISTRICT, page 3

Metric Tons
~ g y J

. ] 3 ) - IR . - -~ Cy

’ v Pkgs. Rs Grower Rs Container Rs Packing Rs Export Rs Grower

Tons District Product /Ton Packages /Pkg  Advances /Pkg Sales /Pkg  Charges /Pkg  Sales /Pkg Return
(000 Rs) (000 Rs) (000 Rs) (000 Rs) (000 Rs)

1,800 Kalat Potatoes 20 36,000 40  1,440.0 10 360.0 14.8 532.8 116 4,176.0 10.7 385.2
1,100 Pishin Potatoes 20 22,000 40 880.0 10 220.0 14.8 325.6 116 2,552.0 4.6 101.2
2,900 Subtotals 58,000 2,320.0 580.0 858.4 6,728.0 486.4
100 Khuzdar Pomegr. 46.5 4,650 30 139.5 12 55.8 21.8 101.4 140 651.0 37.4 173.9
50 Pishin Pomegr. 46.5 2,325 30 69.8 12 27.9 21.8 50,7 140 325.5 23.0 53.5
400 Loralai Pomegr. 46.5 18,600 30 558.0 12 223.2 21.8 405.5 140 2,604.0 16.3 303.2
250 Zhob Pomegr. 46.5 11,625 30 348.8 12 139.5 21.8 253.4 140 1,627.5 19.0 220.9
800 Subtotals 37,200 1,116.1 446.4 811.0 5,208.0 751.5
50,000 TOTALS 2,294,301 64,908.4 23,645.2 37,726.4 368,064.6 152,799.8
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As the present middlemen see the benefits that modern marketing can bring
and realize that they are not excluded from participation, they can profitably
fit into the marketing chain as assets to the system. Marketing assistance
should be made available, both to existing dealers and to any cooperatives
that might be formed.

Market Information

The marketing organization can function as an impartial supplementary
reporter of market prices in any market served, since its income does not de-
pend directly on price. Lack of accurate market statistics in developing
countries is often criticized in literature. This complaint occurs in connec-
tion with perishable markets throughout the world because each interest some-
times gives statistical reporters "end of the range" figures that best support
their activities. If marketing is somewhat chaotic, the statistics kept des-
cribe conditions in a number of ways, omission, inconsistency, irrational
relationships, ete.

Statistics reported in publications of the Pakistan Department of Agri-
culture are thorough and comprehensive. This report is based on that infor-
mation. Pakistan agricultural leadership has rightly placed accurate timely
market information as a major goal. The Pakistan Department of Agriculture
now has an obvious capability in classifying and publishing agricultural in-
formation. However, regardless of analytical skills and processing fidelity,
the accuracy and usefulness of this data is a reflection of how well the mar-
keting system works. With the emphasis now placed on marketing information,
it will improve, but only at the rate that the source in the marketing system
becomes more organized.

Accurate timely market information is essential to equitable pricing
relative to supply and demand. Planting plans by farmers will be distorted if
not based on sound information. It was repeatedly stated in Pakistan that the
presently operating contractors and commission agents keep this information to
themselves until its utility has passed.

Marketing Zones and Phases of Development

Map 2 illustrates the areas from which produce is to be obtained. In the
following discussion Phase I refers to the development work that should be ac-
complished in the area, Zone 1, before entering the next zone. Phase refers
to the work. Zone is the area where that work is done.

The two fundamental objectives of Phase 1, and each new zone as it is
undertaken, are working out mutually agreeable arrangements with the large
number of farmers who will supply the volume and quality needed, and estab-
lishing procedures and schedules for collecting and transporting produce with
maximum preservation of quality. Coordination of this work is the responsi-
bility of the Production Director (Table 19. Organization).

These two activities are the primary work of each phase in each zone.
Twice as many people on the marketing organization payroll will be directly
involved in these programs as are required for other steps in the marketing



Table 14. SUMMARY OF PRQJECTED SEASONAL TONNAGE -- ALL PHASES

Handled by the Marketing Organization, Metric Tons

_____JAN FEB MAR APR MAY JUN ~ JUL AUG SFP OoCT NOV DEC Total
Phase 1
Zone 1 1,400 1,380 1,370 1,370 3,300 3,350 3,365 3,365 695 695 2,440 2,420 25,150
Phase 11
Zone 1* 1,540 1,520 1,510 1,510 3,630 3,685 4,015 4,015 765 765 2,685 2,660 28,300
Zone 2 0 0 0 1,840 1,830 2,480 1,180 1,720 1,710 630 580 580 12,550
Total 1,540 1,520 1,510 3,350 5,460 6,165 5,195 5,735 2,475 1,395 3,265 3,240 40,850
Phase 111
Zone 1 1,540 1,520 1,510 1,510 3,630 3,685 4,015 4,015 765 765 2,685 2,660 28,300
Zone 2 0 0 0 2,025 2,015 2,730 1,300 1,890 1,880 690 640 640 13,810
Zone 3 0 0 0 0 500 500 0 500 500 0 1,000 1,000 4,000
Total 1,540 1,520 1,510 3,535 6,145 6,915 5,315 6,405 3,145 1,455 4,325 4,300 46,110
Phase IV
Zone 1 1,540 1,520 1,510 1,510 3,630 3,685 4,015 -4,015 765 765 2,685 2,660 28,300
Zone 2 0 0 0 2,025 2,015 2,730 1,300 1,890 1,880 690 640 640 13,810
Zone 3 0 0 0 0 550 550 0 . 550 550 0o 1,100 1,100 4,400
Zone 4 0 0 (4] 0 0 250 0 665 670 665 1,000 1,000 4,250
Total '1,540 1,520 1,510 3,535 6,195 7,215 5,315 7,120 3,865 2,120 5,425 5,400 50,760
Phase V
Zone 1 1,540 1,520 1,510 1,510 3,630 3,685 4,015 4,015 765 765 2,685 2,660 28,300
Zone 2 0 0 0 2,025 2,015 2,730 1,300 1,890 1,880 690 640 640 13,810
Zone 3 0 0 0 0 550 550 0 550 550 0 1,100 1,100 4,400
Zone 4 0 0 0 0 0 275 0 730 735 730 1,100 1,100 4,670
Zone 5 0 0 0 0 0 190 495 2,305 2,300 210 0 0 5,500
Total 1,540 1,520 1,510 3,535 6,195 7,430 5,810 9,490 6,230 2,395 5,525 5,500 56,680

* The tonnage of each zone is increased 10% for the estimated yield increase that will result immediately from improved use
of insecticides and from savings in harvest losses that new practices introduced by the marketing organization will effect.
Other advances in farm management and cultural practices are likely to be more gradual, but will account for greater gains in

the long run.
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chain. Advancement in perishable production depends on them. Succeding pro-
cesses can only preserve what they have produced. As each zone is entered,
these basic programs become more complex with more people, more products, more
distinctive localities, a wider range of weather conditions, and more dis-
tance. Extension work largely determines the readiness of the prototype mar-
keting organization to undertake a new phase. These topics are discussed in
Chapter 4.

In Phase I the Marketing Director and his department will concentrate on
selling mangos, bananas, citrus, garlic, onions, and vegetables from Zone 1 to
establish a market presence in the Arabian Guif and other markets by offering
an array of fruits and vegetables over an extended portion of the year.
Limited volume of three or four items supplied over a short season will not
accomplish this.

Duties of the Administrative Director and his department is proportional
to commitments made through the other two departments. Reasonable efficiency
in all departments can only be attained by pacing the amount of new work in
phases.

A Volume Base for Phase Il -- Baluchistan

Hauling perishables alone from Quetta to Karachi, without backhaul or ad-
ditional volume from other areas to extend the shipping season, is not econ-
omically feasible in the long term, as the figures indicate in the "Example"
in Table 13. The limited volume available from the north does not in itself
justify the investment in transportation equipment that is required to secure
this volume, nor will it be sufficient alone to support reasonable charges for
the services of an adequate marketing system. This factor is largely
responsible for the marketing situation now existing in northern Balushistan.

With products grown in nearby Sind over a continuous shipping season, the
heavy initial investment in plant and personnel can be spread over a volume
that affords reasonable marketing charges to farmers in both Sind and northern
Baluchistan. Sind farmers will not be subsidizing the solution of Baluchistan
marketing problems. Once a volume base is established employing
infrastructure facilities at an economic level, additional volume and assort-
ment strengthen the marketing organization by reducing per unit costs for a
more complete supply of produce sold. Both Sind and Baluchistan farmers
profit from the combination.

Once a base volume has been secured, arrangements can then be made to
pick up commodities produced in Baluchistan, Zone 2. During the second phase
of development, with a still wider array of offerings through several seasons
of the year, emphasis can be directed by the Marketing Department toward
developing mixed shipment sales, (LSL), to merchants in the Arabian Gulf.
_ Currently over ninety percent of the produce entering that area comes in by
- chartered ocean freight controlled by four receiving wholesalers, yet much
interest has been indicated by many Arabian Gulf merchants for representing
fruit and vegetable imports. Pakistan is in a unique position to fiil this
need if the produce is of export quality and if consistent supplies are
offered. Making a mixed shipload of such a wide variety of produce is more
difficult elsewhere because of ocean freight time and cost.

PREVIOUS PAGE BLANK
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Table 8. ZONE 1

Yield Mktg. Truck Frt/

District Km Crop Tons ha T/ha Orgn. Loads Days 20Kg

Baddin0 o 190 Bananas 10,426 1,153 9.04 1,050 51 43 4.6

24.5°N,69°E 190 Mangos 15,336 1,845 8.31 1,500 73 62 4.6

190 Garlic 1,323 316 4.19 130 6 5 4.6

190 Onions 36,155 3,881 9.32 3,600 176 149 4.6

190 W. Veg. 12,900 3,300 3.91 1,000 49 41 4.6

Hydesabado 150 Bananas 29,976 3,095 9.69 3,000 146 87 3.6

25°N,69°E 150  Guava 2,636 430 6.13 0 0 0 3.6

150 Mangos 71,966 8,344 8.62 3,200 15 104 3.6

150 Garlic 3,223 465 6.93 320 16 11 3.6

150 Onions 88,472 9,223 9.59 0 0 0 3.6

150 W. Veg. 30,600 5,800 5.28 1,700 83 55 3.6

NawaBshaho 265 Citrus 19,485 1,211 16.09 2,000 98 115 6.4

26°N,68°E 265 Mangos 32,118 3,665 8.76 0 0 0 6.4

265 Onions 10,986 1,212 9.06 1,100 54 64 6.4

Sanggar o 220 Mangos 47,248 6,876 6.87 0 0 0 5.3
26°N,69°E

Tharpaskar o 250 Bananas 19,532 2,076 9.41 1,950 95 106 6.0

25.5°N,69.5" 250 Mangos 47,149 6,770 6.96 0 0 0 6.0

250 Onions 25,735 2,735 9.41 1,300 63 70 6.0

ThatBa o 90 Bananas 29,510 3,636 8.12 1,500 73 29 2.2

24°N,68°E 90 Veg. 18,700 5,200 3.60 1,800 88 35 2.2

Freight Totals

1227 986 4.3

Marketing Organization Tonnage

Hyder- Nawab- Thar-
Crop Baddin abad shaw ~_parkar Thatta Total
Bananas 1,050 3,000 1,950 1,500 7,500
Mangos 1,500 3,200 4,700
Citrus 2,000 2,000
Garlic 130 320 450
Onions 3,600 1,100 1,300 6,000
Vegetables 1,000 1,700 1,800 4,500
Totals 7,280 8,220 3,100 3,250 3,300 25,150
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Table 13. REQUIRED TRANSPORTATION EQUIPMENT

To Haul Perishables, No Backhaul, No Supplemental Offseason Freight

Invstmt. Depreci- Years to
Invest- per Ton ation Recover
Phase Refrig. ment Annual  Mktg.Vol. Cr./ton Invstmt.*
Zone Trucks Vans (000 Rs) Tons (Rupees) (Rupees) by Deprec.
Example:
Zone 2 25 30 51,014.0 12,550 4,064.86 253.79 16.02
As Planned:
Phase I 9 14 20,273.2 25,150 806.09 113.80 7.08
Phase II 26 31 55,008.5 40,215 1,367.86 157.48 8.69
Phase III 4 5 63,290.0 45,470 1,391.91 172.36 8.08
Phase IV 1 2 65,807.6 48,670 1,352.12 195.82 6.90
Phase V 17 25 103,240.1 54,445 1,896.23 232.04 8.17

* As projected depreciation constitutes 32.12 percent of gross freight rev-
enue after allowance for 16.67 percent return on equipment investment (10.82
percent of freight revenue.)

Truck requirement is determined by the greatest tonnage month occurring
during the year. An allowance for acceleration above the average due to warm
periods (30 percent), and for standby truck capacity (20 percent) increase
that tonnage by 50 percent. These insurance factors are necessary to protect
quality when handling perishables. Divide adjusted peak tonnage by 20.5 tons
to estimate the number of loads. Divide number of loads by round trip time
multiplied by 22 shipping days in a month for the number of trucks needed.
Add one refrigerated van for each district, and 125 percent of the number of
trucks to equip the fleet with refrigeration.

Freight rates are based on the National Logistic Cell rate of 64.9 paisa
per metric ton per Kkilometer plus 60 percent for refrigerated service. The
charge for refrigerated service is based on the differential between dry and
refrigerated service prevailing in the United States adjusted for ambient tem-
perature.

The Karachi Plant can be expanded by 500 tons of cold storage in Phase
II. The additional space will be needed for the volume of business projected,
for storing produce beyond harvest peaks to level prices and to allow space
for shipments by independents in Quetta to other domestic markets.
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Table 9. ZONE 2

Yield Mktg. Truck Frt/

District Km  Crop Tons ha T/ha Orgn. Loads Days 20Kg

Ka]ag 0 550 Apples 9,570 793 12.07 200 10 24 13.2

29°N, 66°E 550 Apricots 2,440 157 15.54 50 2 5 13.2

550 Grapes 1,500 159 9.43 150 7 17 13.2

550 Peaches 1,290 125 10.32 50 2 5 13.2

550 Plums 2,700 157 17.20 300 15 37 13.2

550 Onions 54,850 3,616 15.17 5,500 268 655 13.2

560 Vegtbls. 12,700 1,100 11.55 0 0 0 13.2

550 Potatoes 18,300 1,942 9.42 1,800 88 215 13.2

Khuzgar o 400 Pome- 6,870 332 20.69 10Zone 50 5 9 9.6

28°N, 66.5°F granates

Pishgn o 725 Apples 10,600 1,562 6.79 200 10 32 17.4

30°N, 67°E 725 Apricots 6,440 512 12.58 100 5 16 17.4

725 Grapes 13,650 1,023 13.34 1,400 68 219 17.4

725 Peaches 1,220 91 13.41 0 0 0 17.4

725 Plums 2,550 165 15.45 300 15 48 17.4

725  Pome- 2,540 159 15.97 50 2 6 17.4

granates

725 Vegtbls. 15,000 1,300 11.54 0 0 0 17.4

725 Potatoes 11,200 1,102 10.16 1,100 54 174 17.4

Quet&a o 690 Apples 8,440 1,034 B8.16 200 10 31 16.5

30°N, 67°E 690 Apricots 3,220 254 12.68 100 5 15 16.5

690 Grapes 7,400 623 11.88 700 34 104 1l6.5

690 Peaches 2,180 214 10.19 50 2 6 16.5

690 Plums 2,030 184 11.03 200 10 31 16.5

690  Vegtbls. 7,400 700 10.57 0 0 0 16.5

Freight Totals 612 1649 14.5

Marketing Organization Tonnage

Crop Kalat Khuzdar  Pishin Quetta Total
Apples 200 200 200 600
Apricots 50 100 100 250
Grapes 150 1,400 700 2,250
Onions 5,500 5,500
Peaches 50 50 100
Plums 300 300 200 800
Pomegranates 100 50 150
Potatoes 1,800 1,100 2,900
Vegetables, Sum. 0
Totals 8,050 100 3,150 1,250 12,550
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Phase 1Il in Zone 3 assumes that Baluchistan and southern Sind markets
have been equalized relative to the cost of location, domestic prices have
receded to the level of international competition, export receivers have be-
come confident of Pakistan supplies, and that additional volume can be moved.
Rather than concentrating in Zones 1 and 2, thus restricting the advances as-
sociated with a modern marketing system to these areas with the possibility of
disrupting local market structure by domination, additional supplies and pro-
ducts can be obtained from Zone 3. Further diversification in product line
and sources of supply compensate the marketing organization. Phase IlI can be
characterized as the maturing phase in prototype marketing development.

Phase 1 establishes a volume base, quality control procedures, continuous
market presence, and a grower relations and assistance program.

Phase Il utilizes the accomplishments of Phase 1 to gain the objective
of the overall program to create a marketing outlet for Baluchistan farmers.
Phase 1l also widens the array of products that can be offered in Arabian Gulf
markets once production is stimulated enough to satisfy domestic demand, and
makes available to independent produce handlers the opportunity of participat-
ing in the marketing system by using improved containers, public refrigerated
freight service, and cold storage facilities to the extent not needed by cli-
ent growers. The capacity of the Karachi cold storage plant will be expanded
by 500 tons.

In Phase 1Il a cold storage plant of 1,000 ton capacity duplicating the
original plant built in Karachi, with improvements learned from local experi-
ence, will be constructed in Hyderabad to provide for increasing volume of
produce handled by the prototype marketing organization and by participating
independents from northern Baluchistan and Sind. This plant would be located
in an agricultural area and will shorten the distance between growers' fields
and the critical pre-cooling operation that is more rapid at the plant. This
will improve the quality of many fruits and vegetables harvested during the
warmer parts of the year.

It may not be prudent to divert 2,000 tons of citrus from the Khairpur
market as Phase IIl is commenced. Experience will have been gained to guide
entering new localities peacefully and constructively. In any case, the prin-
ciple of awoiding undue market disturbance should be observed. By that time,
the increased production that can be realized by farmers having the extension
services of the prototype marketing organization should become apparent, and
the availablity of improved containers and public refrigerated freight service
should be generally known to independent produce handlers.

Ample supplies of citrus are now available to the Arabian Gulf market.
Pakistan produces good Mandarin type tangerines (Kinnow) that are popular in
that market and move in substantial tonnage, 43,500 tons of citrus products
currently moving through Kuwait--the third largest Arabian Gulf distribution
center. Foreign competition is keen, but Pakistan has lower costs, both in
production and ocean shipping rates, compared to foreign sources. However, it
will also be necessary to meet the competition of quality in order to capital-
ize on Pakistan's other advantages.
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Table 10. ZONE 3

Yield Mktg. Truck Frt/

District Km Crop Tons ha T/ha Orgn. Loads Days 20Kg
Larkang o 400 Guava 4,884 815 5.99 9.6
27.5"N,69°E 400 Mango 7,944 1,007 7.89 9.6
Khaispur o 425 (Citrus 10,441 1,178 8.86 2,000 98 185 10.2
28°N,69°E 425 Dates 53,654 6,323 8.49 1,000 49 93 10.2
425 Mango 27,856 3,426 8.13 10.2

Rahyim Yar 625 Citrus 99,870 10,768 9.27 15.0
thn o 625 Dates 29,796 3,801 7.84 15.0
28°N,70°E 625 Guava 11,004 1,634 6.73 15.0
625 Mango 81,680 6,325 12.91 15.0

Sukkur 450 Dates 13,112 1,422 .22 10.8

[SalY e

27.5°N,690E 450 Garlic 5,099 854 .97 1,000 49 98 10.8

Freight Totals 196 376 10.2

Marketing Organization Tonnage

Lark- Khair- Rahyim Sukkur Total
Crop ana pur Yar Khan
Citrus 2,000 2000
Dates 1,000 1000
Garlic 1,000 1000
Totals 0 3,000 0 1,000 0 4,000

Dates are in demand by industrial users in the United States. These
manufacturers of finished food products, such as cereals, granolas and candy,
require uniform high quality and consistent availability from year to year.
Anything less jeopardizes large investments in advertising and in fully uti-
lizing expensive processing and consumer packaging plants. Industrial users
are not interested in a good deal for one year, because it is a small part of
the cost of putting a ready-to-eat product within the reach of consumers. The
consensus of industrial users in the United States is that supplies from Paki-
stan fail to meet their requirements one year out of three because of monsoon
rain damage. In phase IIl methods for consistently preserving the quality of
Pakistan dates will be explored. If effective methods can be developed for
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preserving the quality of Pakistan dates at Khairpur, they can later be easily
applied in Panjgur where the monsoon effect is less because of the lower ele-
vations of mountains to the north.

Plans in Phase III for marketing garlic are relatively ambitious, for it
projects Pakistan supplying a major share of the Arabian Gulf market with this
profitable item. Garlic is easy to handle because of it being the least peri-
shable of the products selected. Superior planting material, as divided
cloves, can be supplied to farmers. It is a crop ideally suited to production
by small farmers. Once a superior variety is introduced and cultural prac-
tices are modified, then packaging in small quantity units of uniform grade
should improve the demand for garlic much beyond the 25 tons shown as exports
in the year 1980-81.

Current garlic consumption of 1,500 tons in Kuwait is reported by Mr.
Mohammad Aslam. This figure indicates a total Arabian Gulf market for impor-
ted garlic to be around 6 to 8 thousand tons. Individual retailers of the
region require a constant supply of good grade garlic in small, well-venti-
lated packages, that is, net bags of not more than ten kilograms. Even though
garlic is normally sold from bulk bins in retail outlets, merchants do not
find larger quantities of nondescript quality supplied in tight burlap bags to
be suitable.

Philippe Dardell, in his study of fruit production in Baluchistan, esti-
mated a normal retailer markup of 75 percent, which is not high compared to
prevailing markup percentages of around 100 percent used by supermarket chains
in the United States for produce lines. Justification for retailer markup is
the loss in saleable quantity that retailers must absorb in handling perish-
ables. Any improvement a marketing organization can make in quality preser-
vation or uniformity in grade increases the profitability of retail merchants
by reducing shelf losses.

Garlic is a simple, good example of what marketing can do to attract re-
tailer demand. If a retailer receives a small quantity of uniform garlic, it
moves through his store in a short time with minimal loss of weight. If the
same retailer receives a large package of varying quality, consumers will pick
out the best quality in the shipment then wait for a new shipment before pur-
chasing again. The residual of lower grades by moving slowly, if at all,
loses much weight while the retailer's customers buy from another merchant in
the suq who has more recently purchased a similar large bag of unsorted gar-
lic, which will be picked over by the same consumer reaction into a similar
loss for the competing retailer.

Garlic is no different than more perishable items. The length of its
shelf life just makes consumer reaction to nonstandardized grades more appar-
ent. Consumer selection, or shopping between competing retailers, happens so
quickly with more perishable items, say papayas, that it is easily confused
with product breakdown. Yet the real reason for a retailer's loss in saleable
product is caused by consumer reaction to nonuniform grading within a package.
If grading is uniform and packaging is appropriate, a retailer can regulate
his purchases more accurately to the demand of his customers.

Arabian Gulf markets are becoming more sophisticated and mature. The
central emphasis of Phase 1II and succeeding phases should be to meet receiver
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requirements in uniform grading, proper packaging, and inherent quality of
product preserved all through the marketing process until it reaches the
receivers. As distances, localities, numbers of supplying farmers, and the
volume and assortment of products increase, maintaining these standards re-
quires more skill, but can be successfully attained if expansion of the
prototype marketing organization is kept in balance with its experience and
efficiency.

The remaining phases of the plan are less complex and smaller in magni-
tude than the first two, and are planned as logical increments of growth.
Nevertheless, each phase has specific marketing objectives.

Citrus production in the Multan district is increasing. Citrus quality
from this district is reported to be the best in Pakistan which would
naturally result from the aggressiveness demonstrated by its farmers in
increasing production. While the Arabian Gulf market is well supplied with
citrus products, the quality and cost of production in Pakistan may give the
advantages necessary to wrest a major portion of the market from other inter-
national suppliers. Cultural practices and marketing organization efficiency
must be in top form to do this. Although Multan is considerably more distant
than other citrus producing areas, it is also the largest in citrus production
and appears to have the type of progressive farmers that will be receptive to
meeting a marketing challenge.

Another aspect of the work of Phase IV will be to seriously enter the
export market for apples. If present domestic prices for apples are trans-
lated into production stimulation in Phase II, the domestic demand will have
an ample supply of good quality apples at moderate prices. Relying again on
Pakistan's cost of production and the considerable ocean freight advantage
afforded to growers by the National Shipping Corporation, Pakistan will then
be in a position to enter export competition in apples which is just as
competitive as citrus. If all of these advances take place, diverting 2,000
tons of apples from Sibbi should not disturb, but be welcomed, in that market
as well as in other Baluchistan markets,

Successful completion of Phase 1V will establish Pakistan as a major
international competitor, receiving its just share of the Arabian Gulf market.

To be effective in remote localities, the marketing organization must
have considerable maturity: Extension services to farmers working smoothly, a
well established volume base, general acceptance of the efficacy of its prac-
tices, and all of the components of perishable marketing operating profitably
from other sources of supply. The need for a marketing outlet in these areas
is urgent, but these are not the places to start solving the problem.
Starting from these points will result in about the same difficulties as are
now encountered by the present middlemen with high attendant marketing costs.

Having developed marketing muscle to handle a wide assortment of products
grown under advanced cultural practices, first supplying domestic food at rea-
sonable prices, and having the capability of securing international prices for
uniform quality products, the prototype marketing organization would then be
equipped to extend the benefit of its services to the more remote localities
of Baluchistan in Zone 5, principally Loralai, Panjgur, and Zhob. As volume
increases, marketing access can be expanded to Kharan and Turbat.



Table 11. ZONE 4
Yield Mktg. Truck Frt/
District Km Crop Tons ha T/ha Orgn. Loads Days 20Kg
Multan, o. 875 (Citrus 169,024 13,077 12.93 2,000 98 381 21.0
30.5°N,69°E 875 Mango * 91,995 7,124 12.91 21.0
875 Guava 3,988 663 6.02 21.0
Sibbj o 765  Apple 11,970 1,372 8.72 2,000 98 333 18.3
30°N, 68°E 765 Apricot 1,120 137 8.18 250 12 41 18.3
Freight Totals 208 755 19.6

95

* An ample supply of mangos is available in districts nearer to Karachi

and Hyderabad.

Marketing Organization Tonnage

Crop Multan Sibbi Total
Apples 2,000 2,000
Apricots 250 250
Citrus 2,000 0 2,000
Total 2,000 2,250 4,250




Table 12. ZONE 5

Yield Mktg. Truck Frt/
District Km Crop Tons ha T/ha Orgn. Loads Days 20Kg
Lora]gi o 860 Apples 4,480 757 5.92 1,000 49 187 20.6
30.5°N,68.5° 860 Apricots 7,160 624 11.47 20.6
860 Grapes 1,320 147 8.98 300 15 57 20.6
860  Plums 1,170 86 13.60 175 9 34 20.6
860 Pome- 8,000 337 23.74 400 20 76 20.6
granate
Kharag o 640 Dates 11,390 1,287 8.85 15.3
28.5°N,65.5°E
Panigur 550 Dates 16,370 1,637 10.00 1,500 73 178 13.2
27°N,68°E
TurBat o 525 Dates 41,460 4,264 9.72 12.6
26 N, 64°N
Zhob 0 800 Apples 3,390 480 7.06 1,000 49 174 19.2
30.5°N,69°E 800 Apricots 6,240 526 11.86 19.2
800 Grapes 3,540 307 11.53 700 34 121 19.2
800 Plums 280 67 4.18 175 9 32 19.2
800 Pome- 1,220 75 16.27 250 12 43 19.2
grante
Freight Totals 270 902 18.0
Marketing Organization Tonnage
Crop Loralai  Kharan Panjgur  Turbat Zhob Total
Apples 1,000 1,000 2,000
Dates 1,500 1,500
Grapes 300 700 1,000
P1ums 175 175 350
Pomegranates 400 250 650

Total 1,875 0 1,500 0 2,125 5,500




57

Chapter IV. Improvements Required

INFRASTRUCTURE IMPROVEMENTS

Cold Storage Plant

A cold storage plant located near the port of Karachi can be constructed
at an estimated cost of 4.7 million rupees. This plant will have five storage
rooms opening into a center aisle. One of the rooms will have additional
capacity in refrigeration and air circulation for pre-cooling, making that
compartment a dual purpose area that can be used either for pre-cooling or for
storage. Pre-cooling is the most critical and costly process in cold storage
plant operation accounting for a major part of packing charges for products
packed in the grower's field.

Each compartment would have a 10 foot by 10 foot insulated horizontal
single slide cooler door for forklifts to enter the compartments. A sixth
compartment would be divided into two rooms, one containing mechanical and
electrical equipment and the other equipped to fumigate produce with gas. The
cold storage building and equipment is designed with a capacity for later con-
struction of four additional cold storage compartments.

Packing

A separate building adjacent to the cold storage building will contain a
multi-purpose packing line with the capability for sorting, washing, brushing,
waxing and packing. A third building for offices will be needed. The size
and design of this building will depend on where the plant is located, and
whether or not it is to have office space for the entire staff or for only
storage plant personnel.

Packing charges for the various commodities are shown below. Rates for
packing at the plant from field boxes include the cost of receiving, grading,
pre-cooling, sorting (size), packing, fumigating, brushing or washing, packing
materials such as panapak trays in the case of mangos and peaches or decay
inhibiting wrapping for Kinnow, controlled storage for thirty days and loading
either onto trucks at the plant for domestic markets, or onto vessels for
ocean shipping. Packing rates are reduced for products packed by growers to
allow for sorting, grading and placing labor. Field packing of certain pro-
ducts can be supervised, but not performed by the marketing organization.
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Packing Services Rates

Product Where Net Product Packing
Packed, Weight Charge
Type Kilograms Rs./Package

Apples Field, placed & wrapped 18.5 18.5
Apricots Field, bulk fill 18.5 18.5
Bananas Field, bulk fill,

bunches, cushioned 18.5 18.5
Citrus (Kinnow) Plant, washed, waxed,

placed & wrapped 18.5 15.0
Dates Field, bulk fill 18.5 13.0
Garlic Plant, net bag 10 11.0
Grapes Field, placed & wrapped 10 9.3
Mangos Plant, panapak, waxed 10 20.0
Onions Plant, net bags 25 14.8
Potatoes Plant, burlap bags 50 14.8
Peaches Plant, panapak or wrap 18.5 29.8
Plums Plant, bulk fill 18.5 21.8
Pomegranates Plant, placed & wrapped 18.5 21.8
Processing Field, bulk 20.0 8.0

Grades in field boxes

Container Manufacturing

A fourth building contains machines for manufacturing standardized wire-
bound containers. Wirebound containers made of wood, reinforced with galvan-
ized wire stapled into the wood with hooks for closing, are a very satisfac-
tory design for non-conifer woods, such as are now used in Pakistan. Wire-
bounds can be transported flat and can be reused numerous times, reducing the
need for importing lumber. Wirebounds can economically be made stronger than
containers constructed from other materials, are weather resistant, not re-
quiring sheltered storage, and can be cleaned for reuse.

Table 125 of Agricultural Statistics of Pakistan, 1981 shows imported
non-conifer (hardwood) to be valued at 519 rupees per ton, whereas conifer
lumber costs nearly twice that amount at 974 rupees per ton. While these
prices are not the cost of wood in box making, they do show the cost relation-
ship between the two types of lumber. The imported cost must be added to the
expense of sawing this lumber into dimensions that are presently used in mak-
ing conventional Pakistan crates.

A metric ton of conifer lumber is about 2,250 board feet. Non-conifer
(hardwood) weight varies with the particular variety of broad leaf tree that
it is taken from. Non-conifer wood from Malaysia has about 2,500 board feet
per ton and can be sawed into narrower thicknesses because of its strength and
resilience. These are the reasons for its general use as shook. The disad-
vantage of hardwood is that it does not nail easily. Inexpensive box nailing
machines cannot be used with hardwoods. Elaborate and expensive stapling
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machines are required for making hardwood containers in addition to a veneer
mill to cut narrow thicknesses of shook. The justification volume for a wire-
bound manufacturing plant, not including a veneer mill, is one million con-
tainers or more. Fortunately the shook now used in Pakistan for produce con-
tainers is of the right dimension for making wirebounds of exceptional
strength. Such a container is desirable for the conditions and use anticipa-
ted. Container cost to growers: 10 rupees (18.5 Kg net product), 2 rupees
added where wrapping papers, or other additional special packing materials
like panapak trays, are included.

Wirebound crates provide the needed design features that protect perish-
ables in transit. The ends of each container are framed with members to sup-
port the weight of the product vertically between tiers. Wirebound construc-
tion forms a resilient tube between the two weight supporting ends. The
weight of the product in each container is free of supporting the weight of
other containers above it. That weight support is carried to the bottom of
the load through the framed ends of the crates, called battens, in the con-
tainer trade. Figure 1A illustrates a wirebound container for apples, as it
comes from the manufacturing plant, flat for easy shipping to the field or
storing at the plant as inventory. Part B of the illustration shows a wire-
bound filled with apples. For a detailed description of the design and manu-
facture of wire-bounds see the Appendix.

Figure 1.

The initial capital expenditure for wirebound manufacturing equipment is
1'5.3 million rupees, a large expenditure that will economically solve container
iproblems if a million or more containers are made each year. There is a pos-
‘sibility of acquiring this equipment second hand after it is thoroughly recon-
ditioned at a lower price. Many wirebound manufacturing plants have been
discontinued in the United States, most recently in Florida, because of the
high cost of hardwood veneer in comparison to the alternative cost of corru-
gated cardboard containers which also can be shipped flat, or the cost of
styrofoam containers, which cannot be shipped flat and must be made in volume
near the growing area. Finding these machines will take some time inquiring
with individual shippers. The few firms supplying wirebound manufacturing
equipment know where the plants are located, but do not make the information
available in hopes of selling new eguipment.

Paper products made of rice straw do not have the coarse fiber (lignin)
content to give corrugated cardboard containers made of Pakistan raw materials
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the necessary strength to be suitable for produce shipping. Importation of
cardboard for containers is impractical because of the volume/weight ratio
effect on ocean shipping rates. A major source of hardwood lumber is Malay-
sia, which is nearer to Pakistan than it is to the United States, thus accoun-
ting for the difference in hardwood material cost. Hardwood is relatively
expensive in the United States compared to other alternatives. Hardwood is
the most economic material for making containers in Pakistan and has the fur-
ther saving of reuse capability. At the present stage of development other
alternatives are not economically available.

Lugs, containers that are half the size of a standard crate, are neces-
sary for shipping grapes and mangos. Lugs can be made with a simple nailing
machine after the shook is dimensioned, but these containers must be made near
the point of use because they cannot be shipped flat and must be made of coni-
fer lumber. Lids for lug containers can be made with the wirebound equipment
as light-weight battens. Nailing machines are not expensive and are estimated
to cost 105,000 rupees in Pakistan after 30 percent is added to the U.S. cost
(CIF Pakistan). The additional cost of conifer lJumber would be offset by the
high value per unit of weight of these two perishables. Grower cost per lug:
10 rupees, including decay inhibiting wrapping papers.

Entering the container manufacturing business is an integral part of the
marketing chain. Compromising the performance of containers by design, or any
other of the linking processes in perishable distribution, is not logical.
. The effectiveness of each link depends on the efficiency of those before it.
- Overall strength, regardless of individual components, is determined by the
" weakest link. Many citations are made in the literature emphasizing the need
for improved produce containers in developing countries.

The estimated cost of these containers to growers is based on the fact
that small lots of handmade crates are available in Baluchistan for 8 rupees
per unit. The additional cost of 2 rupees per unit to protect the contents
selling for 200 rupees or more, will pay high dividends to growers. Currently
used packaging costing 8 rupees per unit is not effectively protecting qual-
ity.

Refrigerated Land Transportation

Refrigerated highway transportation is a necessary link in the marketing
_ system between the grower's field and the cold storage plant, and later to
domestic markets or ocean-going vessels, if loss of quality is to be avoided.

Refrigerated freight rates charged to farmers are based on the National
Logistic Cell rate of 64.9 paisa per ton, per kilometer, plus 60 percent
'premium for refrigerated service. The refrigeration premium was calculated
‘from the prevailing rates in the United States for dry freight and
refrigerated service. At the height of the perishable shipping season, dry
freight from California to New York is $6.42 per hundred weight compared to
$11 per hundred weight for refrigerated service. Premium for refrigerated
service varies seasonally according to the volume being shipped and the
availability of refrigerated vans. Ambient temperatures during the shipping
seasons are higher in Pakistan because of more southern latitude. Cost of
operating refrigerated equipment is higher per hour of use, but this expense
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is small relative to the per package cost of investment which is reduced by
the volume afforded in extended seasons.

Refrigerated vans will cost 55 percent more delivered in Pakistan than
they do in the United States because of the high ocean freight rate based on
cubic volume rather than weight. Savings can be made on this freight by
filing the vans with other imported equipment necessary for the marketing
system.

Applying a 60 percent premium to Pakistan freight rates over the
prevailing standard rate of NCL is based on two offsetting factors.
Refrigerated vans will cost as much as 55 percent more in Pakistan, but by
virtue of the extended season over which produce is shipped from Zone 1, and
the fact that schedules can be arranged by the marketing organization, it is
thought that these two opposing factors will be about equal. Detailed
calculation will not be repeated here, but the principle can be observed by
comparing seasonal tonnage of Zone 1, Table 15, with the normal use of
refrigerated service in the United States that is more like seasonal shipments
from Zone 2, Table 16 shown in Chapter IlI, page 38, with the discussion of a
volume base for Baluchistan marketing.

Nine heavy duty trucks with a fleet of fourteen refrigerated vans can
supply plant capacity from Zone 1. In Phase I, critical development work must
be done on systematic procedures in handling perishables with meximum quality
perservation from the growers field to the plant. The whole concept is new,
and requires definition and training to control schedules and quality. In
Phase I, transportation and operating personnel should be directly supervised
and paid by the marketing organization. Learning, actually pioneering, will
be necessary by both expatriate and Pakistan personnel. Once procedures have
~ been established for adequate quality control under Pakistan conditions, and
are generally accepted as being effective, then further expansion in the tran-
sportation system can be done by other trucking organizations that are already
in business.

After Phase I, it is contemplated that the marketing organization will
supply 24 refrigerated vans to the National Logistic Cell, or possibly other
capable trucking firms, to haul produce from Zones 2, 3, 4 and 5, as those
phases are undertaken. Refrigerated freight procedures and schedules are key
parts of making the marketing system work. These are part of the goal that is
to be attained in the work of Phase 1. Once established and accepted, further
entry into the freight business would not be necessary, nor desirable by the
marketing organization, if suitable service can be provided by other organiza-
tions.

Backhaul, particularly for produce brought from Zone 2, is an important
factor in freight rates. At the present time, most freight is hauled toward
Quetta from Karachi, with very little backhaul cargo. Existing trucking firms
need the backhaul that produce shipments from northwestern Baluchistan will
create. The marketing organization would provide 24 refrigerated vans for
obtaining produce supplies from Zone 2, and would receive fixed annual lease
payments in lieu of the refrigerated premium portion of the freight rate. The
trucking firm would pay for operation and maintenance of the refrigerated van.
In compensation, the common carrier would have the savings of using this e-
quipment for backhaul cargo and income from hauling refrigerated produce.
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Beginning with Phase 11, for freight from Zone 2, it is more logical for
the marketing organization to employ the services of established transporta-
tion organizations rather than duplicating these facilities by seeking permits
for backhaul. Leasing refrigerated vans to trucking firms is included in the
prototype marketing program as a catalyst for expanding refrigerated service
into the national freight system. Fitting well in the freight pattern as
counterflow cargo, it is expected that further increases in produce volume
will be equipped by the trucking industry at a profit to that industry.

One of the goals of Phase Il is to preserve and enhance the activities of
the present middlemen and cooperatives, existing or newly formed, in the mar-
ket structure by making available to them the information learned in Phase 1,
improved packaging, and cold storage space not used by client farmers. Adop-
tion of advanced techniques by independent groups requires public refrigerated
transport, as well as improved packaging and available transit cold storage.
Using refrigerated transport services of a local, but not fully understood,
competitor will impede acceptance of advanced perishable handling practices by
the existing local produce merchants and unduly complicate public relations of
the prototype marketing organization. The prototype organization can pioneer

./ establishing the necessary elements of the marketing chain, but it cannot be
the sole vehicle for public expansion of the marketing structure.

Freight rates, adjusted for distance, are applied uniformly to all zones
in computing grower returns. Only those revenues earned from freight equip-
ment owned by the marketing organization are shown in the income portion of
the operating statement (Chapter 1V). The remainder of the freight charges to
growers will be paid to common carriers.

Chartered Ocean Shipping

The FPakistan National Shipping Corporation has a refrigerated vessel with
a capacity of 25,369 cubic feet, which they will provide to the marketing or-
ganization under a six month charter agreement for shipments to Dubai or Ku-
wait, at a rate of 10 U.S. dollars per ton. The vessel can make one trip per
week, carrying 273 tons of net produce. Another refrigerated vessel of twice
that capacity is available when needed; it is now being repaired. The rate
quoted by the National Shipping Corporation is fortunate to exporting plans.
The rate is very low compared to refrigerated container shipments from the
United States, now supplying pgrapes, apples and pears to the Arabian Gulf, and
is probably much lower than a rate acceptable to Arebian Gulf importers owning
chartered ships.

The capacity of the first ship is adequate for the volume of exports that
can be made in Phase 1. The excellent cooperation offered by the National
Shipping Corporation is a key factor in increasing income returned to farmers
and foreign exchange earned from exported perishables. A major portion of the
produce going into the Arabian Gulf market is controlled by four firms who own
refrigerated ships. The many Arabian Gulf brokers who are seeking produce can
be supplied from Pakistan.

Air Freight

In the United States the airline industry is in a severely competitive
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condition of overcapacity. Air freight rates within this country are present-
ly as low as can be obtained consistently anywhere, yet only early season
shipments of highly perishable produce from California to the eastern markets
are commonly made. Strawberries and early-season asparagus make up most of
the volume. Papaya and early season mangos may be Pakistan equivalents.

Air freight has been frequently discussed as a means of exporting, but it
has not developed in the U.S. into practical, economic means of moving a
significant volume of the more staple perishables. Air freight from Karachi
to the Arabian Gulf is something like 3.6 to 4 rupees per kilo. Air freight
would consume half of a farmer's return compared to ocean freight for mangos
shipped to Kuwait, and is not necessary if quality protection and appropriate
transportation schedules, field to truck, truck to plant, plant to Arabian
Gulf, are maintained.

; Air freight has a place in introducing small lots of early season produc-
| tion to Arabian Gulf wholesalers to acquaint them with current season quality
i from Pakistan that will be available later in the season. Air freight can be

. justified for promotion, but it is not likely to be a means for significantly

- increasing export volume. Mr. Mohammad Aslam, Commercial Secretary of the
Pakistan Embassy in Kuwait, recently advised by telex that mangos available in
Kuwait, arriving by air, sell at wholesale prices of 16.5 to 20.2 rupees per
kilo. Air freight for mangos is an economic alternative, but perhaps not the
best one at the height of the harvest season. Lower concessionary air freight
rates can be a real asset in promoting Pakistan perishables, and will not be
of a volume that burdens Pakistan International Airways.

QUALITY CONTROL PRACTICES

Field Boxes

Sturdy field boxes designed for repeated service will be?lbﬁne_d to grow-
ers for use in their harvesting operation. The field boxes will also be
designed to contain 20 kilograms of sorted net product without bruising.
Field men representing the marketing organization will encourage growers to
harvest their crop in the early hours of the morning as is the universal prac-
tice wherever quality is being preserved. Growers will place uniformly filled
field boxes in the shade by an access road and be responsible for security
until their produce is picked up.

A key point in harvesting is to pick the fruit at a time when its in-
ternal temperature is lowest, which occurs at 5 or 6 o'clock in the morning.
Meeting this requirement is no imposition on growers, because it is a most
pleasant time of day to work, and is necessary to their obtaining maximum
. returns.

Returns to growers will be based on uniformly filled field boxes as a
unit of measure, and on the product grades of his harvest as determined by the
marketing organization field man. Growers will be thoroughly indoctrinated
well before the season begins with quality control procedures and acceptable
.grade specifications. Produce not meeting the mutually agreed specifications
will not be accepted. Some variation from the standard objective will occur,
particularly with new growers, which will be assessed by the field men before
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the produce is taken from the grower's field. Field grading will be monitored
and reconfirmed by the receiving inspector at the storage plant. The initial
- point of accounting is the grower's field side. He will be issued a receipt
at that time and point for his harvest.

Field Side Pickup

Each district will have two one-ton flatbed trucks with drivers who will
gather the produce from the side of farmers' fields and load it into an acti-
vated refrigerated van standing by at a central point on a main road in the
district. The vans will have refrigeration and air circulation capacity to
begin drawing heat out of the produce. Although the wvans wil not be as rapid
as facilities at the plant, the pre-cooling process will begin under
controlled humidity, soon after the produce leaves the grower's field.

Small farmers with limited means of transportation and unsuitable con-
tainers frequently damage their fruit in getting it to a central collection
point. Field side pickup will alleviate this common problem, as well as re-
ducing the period produce is exposed to ambient temperatures and permitting
the grower to concentrate on his harvest.

Nursery Stock

It has been reported that three million trees are now growing in Baluchi-
stan nurseries which can plant 15,000 hectares, and that these trees will not
be budded with the most desirable budwood. It is of utmost urgency that qual-
ity budwood of the best adapted varieties be made available immediately to
nurserymen. Otherwise, new plantings that wil produce for twenty years may
be committed to interior production.

The current Nobel Prize for genetics was awarded to an elderly lady who
pointed out thirty years ago that genetic stability is not what it is gener-
ally thought to be. Without continuous improvement, outstanding varieties
gradually lose their advantage.

Budwood is a perishable commodity, requiring precise conditions in
storage and transport. The marketing organization can be of service to the
fruit industry in this area.

Coordinated Scheduling of Transport

Field men will coordinate harvest hours, time of pickup, and route within
the producing district with farmers through the progressive farmer leaders of
each group to minimize the time involved in getting products under controlled
temperatures and humidity. The district manager working through the marketing
organization truck dispatcher will coordinate refrigerated freight service be-
tween his district and the cold storage plant for efficient use of packing and
processing facilities at the central point. The truck dispatcher will keep
the production director and the marketing - director informed of the volume and
quality of incoming, produce. Zone managers will be free to supervise any part
of the operation needing attention. Heving the authority, time, and knowledge
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to be an effective troubleshooter, the zone manager can act as the principal
trainer and diplomat for the production department in his region. Use of
two-way mobile radios will greatly facilitate the widespread work of the
production department.

A vailability of suitable equipment is only one, but essential, part of
preserving quality. The nature of perishables, not the managers, determines
the time available for conservative handling. The managers must indoctrinate
and supervise a large number of farmers who are not accustomed to rapid tran-
sit, and who may only slowly become aware of the effect that timely coordina-
.tion has on their incomes. Much managerial effort, extension education, and
'motivation will be required to meet export quality standards in the dry warm
weather conditions of Pakistan.

Cultural Practices

Improvement in cultural practices is fundamental to success in export
competition and, like coordination, will absorb a major portion of managerial
attention in the marketing organization. Processing the produce, once proced-
ures and quality have been stabilized, is routine under the control of trained
employees, but no amount of effort nor skilled handling by these people can
improve the inherent quality that farmers deliver from their fields. Cultural
practices determine the nature and volume of produce the marketing organiza-
‘tion is to sell. While all parts of the perishable chain are essential to its
functioning, the degree of success depends to a large extent on the assistance
made available to a large number of farmers and how readily it is accepted.
Table 19 shows how a marketing services business may be organized.

Organization

The following chart lists the classes of skills needed, responsibilities
and monthly compensation, including a cost of living adjustment for each
class. Selection, compensation, promotion and tenure of all employees should
be based solely on their individual integrity, ability and performance.
Compensation and employee benefits should be adequate to attract and motivate
high caliber job oriented employees in all classifications.

A perishable marketing operation as a service business has a trust rela-
tionship with a large number of farmers. The operation must be efficient, but
not extravagant. Payroll costs for the relatively small number of employees
in the marketing services organization is ultimately borne by a large group of
client farmers. Efficiency in marketing perishables requires a timely meeting
of schedules set by the nature of the products equal the performance of
foreign competitors. Any superficial labor disturbance during the harvest
season penalizes client farmers, thus jeopardizing the viability of the
marketing chain needed to earn foreign exchange for the nation.

The amount of compensation listed is intended to include both a base
-salary and a provision for compliance with the Employees Cost of Living Act of
1976. Compulsory contributions paid by the business for employees are shown
in Table 19 - Organization as payroll taxes, which include Social Security
(Provincial Employees Social Security Ordinance 1965): 6 percent; Old Age
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Benefit (Employees Old Age Benefit Act 1976): 5 percent; and Compulsory Group
Insurance (Standing Order 10-B): 5 percent. Since no employees are projected
to earn less than 1,000 Rs. per month, all employees are covered by group in-
surance rather than workers' compensation (Workmen's Compensation Act 1923).
Listed as employee benefits are a bonus of one month's salary (Standing Order
10-C): 8.5 percent of the combined base salary and cost of living allowance;
and a provision for paid leave (West Pakistan Shops & Establishments Ordinance
1969): vacation pay of 14 days, casual leave of 10 days, sick leave of 8 days,
and festival (holiday) leave of 10 days, which conjunctively are estimated to
add 11.5 percent to payroll costs. Employees renumeration is further increas-
ed by the Workman's Participation Fund (Companies Profit Act 1968) distribut-
ing 5 percent of net profit, Table 24 - Operating Statement. As a percentage
of total payroll workmans participation to 1.3 percent in Phase I, 6.2 percent
in Phase 1I, 6.3 percent in Phase IIl, 6.2 percent in Phase IV, and 7 percent
in Phase V. District managers and field men can receive 0.6 percent and 1.7
percent respectively as incentive bonuses, paid from the net returns to grower
pools. These provisions are thought to fulfill all requirements of the West
Pakistan Industrial & Commercial Employment Ordinance 1968 (Standing Orders).

Levels of Responsibility and Compensation

Monthly
Compen-

Title Class sation Responsibility
{Rupees)

Board of Directors - - Appointed as representatives of the
stockholders with full authority to set
policy for the corporation.

Director 1 60,000 Implements policy over one of the
principal functions of the business.

Manager 2 20,000 Complete line authority over a division
of the business--a department or an
area.

Superintendent 3 10,000 Line authority over a function within a
department.

Foreman 4 5,000 Supervises a group of people.

"Field men" are in this classification.

Artisan, Master 5 4,000 Skilled, experienced, and bears techni-
cal responsibility for a job performed,
such as a master mechanic or an elec-
trician.

Artisan 5 3,000 Skilled, experienced, and bears general

responsibility for operation of a mach-
ine, such as a line truck driver.
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Levels of Responsibility and Compensation, continued.

Monthly
Compen-

Title Class sation Responsibility
(Rupees)

Skilled Employee 6 2,500 Clerical, maintenance, repair, crew
leaders who do not require close
supervision or special training.

Experienced

Employee 7 2,150 Same as a skilled employee, but less
so, should be receptive to learning for
advancement.

Laborer 8 1,100 Performs a job under the supervision of

a crew leader.

Assistants with line or staff authority may be attached to any level of
responsibility. Staff includes nonsupervising professional and clerical per-
sonnel. Assistant positions are compensated at the next lower level than the
job they assist. These key positions should be filled with employees having
training potential and should have back up capability for the job they assist.

For supporting information, see the letter from Mr. Hussain Nasser in the
Appendix, listing compensation currently paid by the construction industry in
Karachi. Other sources of supporting information have also been considered
and agree with his pay schedule.



Table 19. ORGANIZATION, page 1

(000) Rupees Personnel Cost
Job Class Fmployees by Phase Pay Need Annual  P/R Employee Total Rupees per Crate
I II IlI 1Iv Vv /Mo. Months Wage Taxes Benefit  Payroll I 11 1II1 1V Vv
(000 Rs)

MARKETING DIRECTOR 1 1 1 1 1 1 60 12 720.0 115.2 144.0 979.2 0.80 .54 0.49 0.44 0.39
Secretary 6 1 1 1 1 1 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.02 0.02 0.02
Assistant 2 1 1 1 1 1 20 12 240.0 38.4 48.0 3126.4 0.27 0.18 0.16 0.15 0.13
Sales Manager 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Secretary 6 1 1 1 1 1 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.02 0.02 0.02
Assistant k! 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Tropical Fruit Sales 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Deciduous Fruit Sales 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Vegetable Sales 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Clerk 6 1 1 2 2 2 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.04 0.04 0.03
Arabian Gulf Representative 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Secretary 6 11 1 1 1 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.02 0.02 0.02
Traffic Manager 2 11 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Documentation 6 1 1 1 1 1 2.5 12 30.0 4.8 6.0 40.9 0.03 0.02 0.02 0.02 0.02
Communications 6 1 1 1 1 1 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.02 0.02 0.02
Ocean Freight 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Secretary 7 1 1 1 1 1 2.15 12 25.8 4.1 5.2 35.1 0.03 0.02 0.02 0.02 0.01
Packing Manager 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Secretary 6 1 1 1 1 1 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.02 0.02 0.02
Assistant 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Box Manufacturing Superintendent 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Machine Operator 5 3 3 3 3 13 4 9 108.0 17.3 21.6 146.9 0.12 0.08 0.07 0.07 0.06
Laborers 8 4 5 6 7 17 1.1 9 39.6 6.3 7.9 53.8 0.04 0.04 0.04 0.04 0.04
Sorting Line Superintendent 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Assistants (Foremen) 4 2 2 4 4 4 5 9 90.0 14.4 18.0 122.4 0.10 0.07 0.12 0.11 0.10
laborers 8 18 18 36 36 36 1.1 9 178.2 28.5 35.6 242.3 0.20 0.13 0.24 0.22 0.19
Inspector 4 11 2 2 2 5 10 50.0 8.0 10.0 68.0 0.06 0.04 0.07 0.06 0.05
Packaging Material Superintendent 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Clerk 6 1 1 2 2 2 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.04 0.04 0.03
Storage Manager 2 1 1 2 2 2 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.33 0.30 0.26
Receiving Superintendent 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0,13
Inspector, records and 4 11 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0,08 0.07 0.06

dispatching
Unload and Palletizing 4 1 1 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.08 0.07 0.06

Foreman

Laborers 8 4 4 8 8 8 1.1 9 39.6 6.3 7.9 53.8 0.04 0.03 0.05 0.05 0.04
Pre-cooling Foreman 4 1 1 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.08 0.07 0.06
Fumigat.ion Foreman 4 1 1 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.08 0.07 0.06
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Table 19. ORGANIZATION, page 2

(000) Rupees Personnel Cost
Job Class Employees by Phase Pay Need Annual P/R Employee Total Rupees per Crate
______ I II IIT IV _V  /Mo. Months Wage Taxes  Benefit Payroll 1 II_ 11l IV v
- (000 Rs)
MARKETING DIRECTOR—(cont.)
Storage Department continued:
Plant Superintendent 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Forklift Foreman 4 1 1 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.08 0.07 0.06
Forklift Operators 6 3 3 6 6 6 2.5 9 67.5 10.8 13.5 91.8 0.08 0.05 0.09 0.08 0.07
Maintenance Foreman 4 1 1 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.08 0.07 0.06
Mechanic 6 1 1 2 2 2 2.5 12 30.0 4.8 6.0 40.8 0.03 0.02 0.04 0.04 0.03
Carpenter 7 1 1 2 2 2 2.15 12 25.8 4.1 5.2 35.1 0.03 0.02 0.04 0.03 0.03
Electrician 5 1 1 2 2 2 3 12 36.0 5.8 7.2 49.0 0.04 0.03 0.05 0.04 0.04
Control Foreman 4 1 1 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.08 0.07 0.06
Janitors 8 3 3 6 6 6 1.1 12 39.6 6.3 7.9 53.8 0.04 0.03 0.05 0.05 0.04
Watchmen 8 3 3 6 6 6 1.1 12 39.6 6.3 7.9 53.8 0.04 0.03 0.05 0.05 0.04
Shipping Superintendent 3 1 1 2 2 2 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.16 0.15 0.13
Secretary 7 1 1 2 2 2 2.15 12 25.8 4.1 5.2 35.1 0.03 0.02 0.04 0.03 0.03
Domestic Markets Foreman 4 1 1 2 2 2 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.08 0.07 0.06
Laborers 8 2 2 2 2 2 1.1 12 26.4 4.2 5.3 35.9 0.03 0.02 0.02 0.02 0.01
Ocean Dock Foreman 4 1 1 1 1 1 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.04 0.04 0.03
Stevedores 8 4 4 4 4 4 1.5 9 54.0 8.6 10.8 73.4 0.06 0.04 0.04 0.03 0.03
ADMINISTRATION DIRBECTOR 1 11 1 1 1 60 12 720.0 115.2 144.0 979.2 0.80 0.54 0.49 0.44 0.39
Comptroller 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Treasurer 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Receipts 6 1 2 3 3 3 2.5 12 30.0 4.8 6.0 40.8 0.03 0.05 0.06 0.06 0.05
Disbursements 6 1 2 3 3 3 2.5 12 30.0 4.8 6.0 40.8 0.03 0.05 0.06 0.06 0.05
Computer 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Secretary 5 1 2 3 3 3 3 12 36.0 5.8 7.2 49.0 0.04 0.05 0.07 0.07 0.06
General Ledger 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Field and Cost Accounting 3 1 2 3 3 3 10 12 120.0 19.2 24.0 163.2 0.13 0.18 0.25 0.22 0.19
Payroll 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Purchasing Agent 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.6 0.15 0.13
Requisitions and Deliveries 6 1 2 3 3 3 2.5 12 30.0 4.8 6.0 40.8 0.03 0.05 0.06 0.06 0.05
Personnel Manager 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Records 7 1 1 2 3 3 2.15 12 25.8 4.1 5.2 35.1 0.03 0.02 0.04 0.05 o0.04
Public Relations Manager 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Secretary 6 1 2 2 2 2 2.5 12 30.0 4.8 6.0 40.8 0.03 0.05 0.04 0.04 0.03
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Table 19. ORGANIZATION, page 3

(000) Rupees Personnel Cost
Job Class Employees by Phase Pay Need Annual P/R Employee Total Rupees per Crate
I II Ii1 IV V /Mo. Months Wage Taxes Benefit Payroll 1 I1  III v v
{000 Rs)
PRODUCTION DIRECTOR 1 1 1 1 1 60 12 720.0 115.2  144.0 979.2 0.80 0.54 0.49 0.44 0.39
Transportation Manager 2 1 1 1 1 1 20 12 240.0 38.4 48.0 326.4 0.27 0.18 0.16 0.15 0.13
Assistant 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Records 7 1 2 2 2 2 2.15 12 25.8 4.1 5.2 35.1 0.03 0.04 0.04 0.03 0.03
Dispatcher 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Truck Foreman 4 1 1 1 1 1 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.04 0.04 0.03
Truck Drivers 5 9 9 9 9% 9 3 10 270.0 43.2 54.0 367.2 0.30 0.20 0.18 0.17 0.15
Shop Superintendent 3 1 1 1 1 1 10 12 120.0 19.2 24.0 163.2 0.13 0.09 0.08 0.07 0.06
Mechanical Foreman 4 1 1 1 1 1 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.04 0.04 0.03
Mechanics, Master 5 2 2 2 3 3 4 12 96.0 15.4 19.2 130.6 0.11 0.07 0.07 0.09 0.08
Mechanic Helpers 6 2 2 2 3 3 2.5 9 45.0 7.2 3.0 61.2 0.05 0.03 0.03 0.04 0.04
Welders 6 2 2 2 3 3 2.5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.04 0.06 0.05
Service Foreman 4 1 1 1 1 1 5 12 60.0 9.6 12.0 81.6 0.07 0.05 0.04 0.04 0.03
Service Men/
Fuel Issue 5 2 2 2 2 2 3 12 72.0 11.5 14.4 97.9 0.08 0.05 0.05 0.04 0.04
Parts Warehouse Clerk 6 1 1 1 1 2.5 12 30.0 4.8 6. 40.8 0.03 0.02 0.02 0.02 0.02
Zone Managers 2 1 2 3 4 5 20 12 240.0 38.4 48.0 326.4 0.27 0.36 0.49 0.59 0.65
Salary and Expenses recovered from Growers:
District Superintendents 3 4 7 9 11 14 10 12 480.0 76.8 96.0 652.8 0.54 0.64 0.74 0.81 0.91
Drivers 7 4 7 9 11 14 2.15 12 103.2 16.5 20.6 140.3 0.12 0.14 0.16 0.18 0.19
Equipment Operators 6 4 7 9 11 14 2.5 12 120.0 19.2 24.0 163.2 0.13 0.16 0.18 0.20 0.23
Watchmen/ loaders 8 8 14 18 22 28 1.1 12 105.6 16.9 21.1 143.6 0.12 0.14 0.16 0.18 0.20
Field Men (foreman level) 4 14 20 25 29 34 ) 12 840.0 134.4 168.0 1142.4 0.94 0.%31 1.03 1.07 1..10
Technical Services Manager, also
Assistant Production Director 2 1 2 2 2 2 20 12 240.0 38.4 48.0 326.4 0.27 0.36 0.33 0.30 0.26
Fieldmen (staff authority) 4 2 4 5 6 7 5 12 120.0 19.2 24.0 163.2 0.13 0.18 0.21 0.22 0.23
TOTALS -~ PHASE 1 EMPLOYEES : 169 PAYROLL 16,408.6 PER UNIT: 13.40 Rupees per Crate*
_ PHASE 11 202 18,963.2 10.54
- PHASE III 284 24,088.1 11.98
- PHASE 1V 305 25,557.8 11.59
- PHASE V 327 27,198.6 10.74

* 1 Rupee = 7.547 cents U. S. Currency.

0L
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Payroll Taxes and Employee Benefits
Additional payroll expenses ’fhave been projected into costs 'of the opera-

tion, based on a review of Pakistan Ilsbor regulations by Surridge & Beecheno,
Karachi attorneys.

Table 19. Organization (Employee Benefits):

Bonus Month 8.5%
Paid Leave 11.5%
Vacation 14 days
Casual Leave 10 days
Sick Leave 8 days
Festival Leave 10 days
Total 42 days
Table 24. Operating Statement
Workmen's Participation Fund 5.0%
Tacle 19. Organization (Payroll Taxes):
Provincial Social Security 6.0%
0ld Age Benefit 5.0%
Compulsory Group Insurance 5.0%
Employee Benefits and Payroll Taxes 41.0%

The above apply to all employees. Additional incentives for farmer ex-
tension service personnel are paid from grower pooling accounts, Table 18.
Grower Returns. Perquisites and expense reimbursements are projected, where
applicable, in the operating statement. The amounts listed in the above com-
pensation schedule include both base salary and a provision for compliance
with the Employees Cost of Living (Relief) Act of 1973.

Management

A 60,000 rupees per month allowance for perquisites paid by the marketing
organization has been added in the Projected Operating Statement, Table 24,
for each of the two expatriate directors to bring their total compensation to
a level that will attract the caliber of management critically required by the
operation.

Foreign operations frequently limit potential attainment by hiring some-
one who is available and willing to relocate, rather than selecting and engag-
ing the caliber required. Qualified directors for foreign projects are hard
to find and expensive when identified, but whatever it takes to get the nec-
essary qualifications is the most economic part of the payroll. Necessary
qualifications include the characteristics of being dynamic, job and challenge
oriented, willing to complete an assigned role in the project, ability and
desire to train a replacement, and a personal plan to return home after devel-
opment is well under way.

Waiver of the age 55 legal restriction on employment will give the proto-
type marketing organization a much better prospect for success by permitting
engagement of people with the widest experience in the top positions. Quali-
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fied candidates for the two top expatriate positions are quite likely to be
over age 55. Talented individuals under 55 years of age are not prone to
risk, interrupting established high paying careers to work in a development
project. Probable candidates will be energetic, successful executives who are
semi-retired. Being success and job oriented proven, managers are willing to
take on a new development to satisfy their characteristic need of challenge.
Age is not necessarily a constructive criterion for selection; experience,
accomplishment and dynamism are the important attributes.

The plan calls for two high caliber expatriates, employed for a term, to
direct marketing and production, working with an equally capable Pakistani
director of administration in implementing the business. Provision is made in
the projected operating statement for periodic expatriate specialists to as-
sist the management in setting up development programs. All other employees
will be Pakistan residents selected and trained by the managing directors.

Whether or not an Arabian Gulf representative is Pakistani depends on the
availability of qualitied candidates in the beginning. After the project is
well established, this position will be an excellent training job for higher
responsibility and should be rotated occasionally with promising Pakistani
management employees.

Field Services Corps

Employees of the marketing organization listed under the line in the
middle of the third page of Table 19 are all entirely involved in providing
cultural services to farmers. In Chapter IIl, the pooling arrangement for
equitably distributing returns to farmers was described. Employees directly
involved in farmer assistance can be motivated by sharing in net returns to
grower pools as compensation for advances made by farmers in the respective
areas. The incentive, in addition to their regular salaries, will add only a
small cost per package. All of their effort accrues to the profit and benefit
of the large number of farmers with whom they deal. Their salaries, the cost
of equipment that they use, and their incentive premiums are deducted from
farmer returns in product accounting pools.

Table 20 shows field service charges per package ranging from 2.3 rupees
in Phase 1, the most concentrated zone, to 3.3 rupees per package in Phase V,
the most dispersed production region. In Phase I, the cost of 37 employees
would be charged back to grower pools, but many of the other 132 employees of
the marketing organization will be involved in grower assistance a major part
of the time. The extension program will be formulated and supervised by the
technical services manager, who is also assistant production director.



Table 20. FIELD SERVICE CHARGES

(000) Rs Field Service Cost
Job Class No. Field Units by Phase Cost Need 1st Yr. Rupees per Crate
I II 111 Iv v Mo. Period Cost I Il III v v
Payroll Costs (Brought forward from Table 19.) 2,731.9 2.25 2.53 2.81 2,96 3.12
Pickup Trucks 4 7 9 11 14 3.3 12 158.4 0.13 0.15 0.18 0.20 0.22
Truck Operation 8 14 18 22 28 3.3 6 158.4 0.13 0.15 0.18 0.20 0.22
Equipment Operation 4 7 9 11 14 2.65 6 63.6 0.05 0.06 0.07 0.08 0.09
Subsistance 8 14 18 22 28 .3 9 21.6 0.02 0.02 0.02 0.03 0.03
Pickup Truck (foreman level) 14 20 25 29 34 2,1 12 352.8 0.29 0.28 0.31 0.34 0.35
Passenger Car 1 2 2 2 2 2.65 12 31.8 0.03 0.04 0.03 0.03 0.03
Pickup Trucks 2 4 5 6 7 2.35 12 56.4 0.05 0.06 0.07 0.08 0.08
Totals 41 68 86 103 127 2,772.6 2.342 2.629 2.944 3.120 3.301

FIELD SUPERVISION RESPONSIBILITIES

Zone Ave. Farm Hectares Average Farm: Tons Progressive Associated
Size Product Yield Product Districts Field Men Farmers Farmers Tonnage
ZO0E 1 8 2.7 8.3 22.4 4 14 140 1,260 28,224
ZONE 2 7 5.0 10.5 52.5 3 6 36 252 13,230
ZONE 3 ) 2.0 9.2 18.4 2 5 50 450 8,280
ZONE 4 7 2.5 10.2 25.5 2 4 24 192 4,896
ZONE 5 7 5.0 10.5 52.5 3 5 25 125 6,563
TOTALS 14 34 275 2,279 *61,193

* Reserve supervision capacity over the tonnage actually shipped to insure against occasional acceleration during
harvest due to abnormally warm temperatures.

£L
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The lower portion of Table 20 shows the total number of employees direct-
ly involved in extension assistance, the estimated number of farmers they will
be dealing with in each phase, and the size of farm and yield from which the
projections were derived. The projected volume of Phase 1 comes from 1,260
farmers increasing in each phase to 2,279 individual growers at the completion
of Phase V. Motivating, training, supervising and coordinating such numbers
is a monumental task, complicated by being dispersed in fourteen producing
districts with limited communications.

The Pakistan resource that can make the project workable is the class of
area leaders commonly referred to as progressive farmers. These men are ener-
getic, willing to adopt new practices, and radiate their enthusiasm for farm-
ing and for the accomplishments that Pakistan agriculture can make if it has
assistance. The basic supply unit can be a coalition of six to ten neighbor-
ing farmers, organized by a progressive farmer acting as their chairman. Being
literate, intelligent and energetic, the progressive farmer can act as coord-
inator of the group with the field man from the marketing organization. The
coalition leader can be a channel for disseminating information, and serve as
an uncfficial objective arbitrator of issues that will arise, advising the
field man of grower thinking. For these services, the chairman would be com-
pensated by receiving an additional five percent for deliveries to the grower
pool.

The fundamental characteristics of both field men and progressive farmers
are integrity and receptiveness. Without being overbearing, standards of con-
duct should be infused in indocrination, clarifying the reality that benefits
of association with the marketing group derives from these personal traits.

With this consolidation of production, the number of people to be dealt
with is still large, 140 progressive farmers in the first phase, increasing to
275 by the completion of Phase V. This can be made manageable by building
into the marketing organization 14 field men and 3 technical services
specialists, together with the support of the other 132 employees in Phase I.
Adjustments according to experience can be made as each phase is undertaken.

Farmer Assistance

Field services and assistance will include the following areas for which
there is a demonstrated need now. Other services can be added as
justification arises after primary wants are met.

1. A written agreement in Urdu and English concluded between each
farmer and the marketing organization before the growing season be-
gins. The contract should be expressed in simple straight forward
language, without boilerplate phrases, but conforming to Pakistan
law, that understandably describes the responsibilities of each in-
terest, limited to individual capability and volition. The contract
should not in any way be a forced agreement that would cause either
party to have reservations.

Even though some have stated that contracts at this level are
not common in Pakistan, a written agreement as commonly used
elsewhere has proven to be constructive in similar situations in
developing countries. Reaching these agreements will be time
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consuming and should not be hurried. Mutual acceptance is the
object. The farmer must understand the agreement, and the field man
must be acquainted with each farmer through the auspices of the
progressive leader. In each successive phase, negotiating client-
farmer contracts will become less involved.

The marketing organization can serve as an intermediate channel
for client grower loans to complete their harvest. The field man
will be responsible for recommending and obtaining repayment of grow-
er loans. Applications can be reviewed by the district manager as
conforming to the pattern of a district and its crops, then approved
by the zone manager. Funds should be disbursed by the comptroller's
office. The amount of credit extended can be limited to 80 percent
of a conservative estimate of a grower's pool return, after deduc-
tions, including previous advances. The collateral arrangement can
be written into the client-grower contract of Item 1 at the time the
season crop plan and budget are agreed upon. The farmer would know
what he can borrow. Prior arrangement makes timely disbursement
possible.

The marketing organization may charge the client-farmer 3 per-
cent per annum above the cost of its money source for financial ser-
vices when used.

Supplementary equipment will be needed by growers to improve
their cultural practices. Each district will be equipped with a
small tractor and implements, all of which can b- transported on a
specially designed tandem axle trailer that also carries fuel and
maintenance supplies. The trailer can be pulled by one of the trucks
assigned to each district since the use of this equipment will occur
midseason when trucks are not used for harvest. The equipment would
be operated by the truck driver or an employee of the marketing
organization. Farmers will be charged for the cost of operation,
including labor and a return on investment. A farmer would be billed
only for time that the equipment is working on his land. Transport
time and expense can be computed into the hourly rate for operation.

The cost of supplemental equipment services has not been pro-
jected into grower returns on the premise that additional mechaniz-
ation will increase grower income beyond that shown in Table 18,
varying with individual farmers.

The tractor attachments can include a terracing blade, an insec-
ticide applicator and a dry fertilizer broadcasting implement. It is
practically impossible to uniformly apply insecticides by hand on a
timely basis. Uniform application of dry chemical fertilizers is
likewise difficult and time consuming if done manually. Narrow
smooth passage-ways for the tractor can be made with the terracing
blade through fields that are now unsuitable for mechanization be-
cause of the random indentations of irrigation bunds. The narrow
avenues can also improve irrigation efficiency and facilitate har-
vest, while increasing yield in both orchards, and in solid planted
annual crops because of the skip row effect on yields.
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Laboratory sanalyses. Technical services personnel can monitor
soils, water and fertility by representative laboratory analyses
within a distriet. Individual farmers will not pay directly for
samples taken from their farms, but outside laboratory work will be
an expense of the respective grower pools for each crop within a dis-
trict.

Consistent and continuous extension service. The marketing
organization must maintain a strong extension effort to farmers in
information, improved varieties, results of test plots, current sea-
son information on the effectiveness of material used in insect con-
trol, etc. This program should be consistent with the current needs
of farmers and leave impractical advances for a later time. The
extension work should include one-on-one farmer-to-farmer discussions
with the progressive leaders, group meetings of the coalition to
discuss current conditions, research work illustrated by multimedia
presentations, and practical economic data useful to farmers in
planning. Meetings can be open to the public including neighboring
non-client farmers, independent produce handlers, or others
interested in agriculture, if their attendance does not disrupt the
purpose of the meeting. Partially social picnics or barbeques may be
added occasionally, or any other means to develop camaraderie for
agricultural advance. Planning an effective extension program is a
major project in itself.

Field men, by continuous follow-through supervision, will advise
farmers on the use of insecticides, fertilizers, planting stock,
growth regulators, pruning, thinning, sizing practices, field layout,
irrigation, drainage, cropping plans, new crops, diversification,
methods to control alternate bearing, etc. The goal is to develop an
understanding of quality specifications and the cultural practices
necessary to attain them.
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Chapter V. Estimated Returns

Prospectus

Increased Yields and Quality

The program described above will make available to progressive farmers
and their associates the means, information, training, and follow-through
supervision to make appreciable advances in the production of fruits and vege-
tables where increase in acreage and yields recently have been more or less
stagnant. The prototype marketing program will create another key ingredient
that, when added to the extension services above, will result in agricultural
advancement. That essential is motivation by increased grower returns pro-
jected in Table 18 for each crop and district.

Farmer returns are calculated on the basis of current export prices in
Kuwait after the Pakistan Agricultural Cess and charges for marketing services
are deducted. Domestic prices in some cases return more income to farmers
than exporting their product. In the past, it has been necessary to control
food prices without adequate grower returns, a marketing channel, nor
sufficient supplemental agricultural services. Such policies tend to perpet-
uate and intensify the problem of food prices. Two goals can be attained by
using the present domestic prices to spur production: plentiful domestic sup-
plies of produce at moderate prices and a strong foundation in agricultural
production for earning foreign exchange by export marketing.

Marketing Alternatives

The marketing organization, as planned, affords a full range of distrib-
ution alternatives that will lead to domestic price levelling, increased pro-
duction with its attendant modification of domestic prices, and opportunity to
capture foreign exchange by competing in export markets. The alternative uses
of the full line of marketing services provided by the prototype organization
is illustrated in Figure 3 as can be used for bananas and mangos grown in the
Province of Sind in Phase 1, and subsequently in Phase Il for grapes and
apples in northern Baluchistan.



Table 18. GROWER RETURNS, page 1
(Ruperes per Package)

Grapes & Mangos, lug of 10 Kg net; Garlic, mesh bag, 20 Xqg net; Onions, mesh bag, 50 Kg net; Potatoes, burlap bag, 50 Kg net; All other, wire

bound crate, 20 Kg net; ---All figures extrapolated for these quantities. Agricultural Produce Cess of 0.5% deducted from Grower Returns.
A Service Charges _ Incentives

Tons Product District Pkgs. Gulf Grow. Field Transportation Con-  Pack Total Sales  Pool Prog. Field Dist. Farm~

/Ton Price Adv.  Serv. land Ocean tainer Chrg. Chrgs. Comm  Credit Farmer Man Supt. er

ZONE 1

1,050 Bananas Baddin 46.5 105 20 2.3 4.6 2.9 10 18.5 58.3 6.3  40.1 2.0 0.7 0.2 37.2
130 Garlic Baddin 50 295 20 2.3 4.6 1.5 6 7.2 41.6 17.7  235.5 11.8 4.0 1.4 218.3
1,500 Mangos Baddin 90 175 20 2.3 2.3 1.5 10 20 56.1 10.5 108.1 5.4 1.8 0.6 100.3

3,600 Onions Baddin 20 110 40 2.3 7.2 7.1 10 14.8 81.4 6.6 21.6 1.1 0.4 0.1 20
1,000 Vegtbls. Baddin 46.5 110 35 2.3 4.6 2.9 12 18.5 75.3 6.6 27.7 1.4 0.5 0.2 25.6
3,000 Bananas Hyderabad 46.5 105 20 2.3 3.6 2.9 10 18.5 57.3 6.3 41.1 2.1 0.7 0.2 38.1
320 Garlic Hyderabad 50 295 20 2.3 3.6 1.5 6 11 44.4 17.7  232.7 11.6 4.0 1.4 215.7
3,200 Mangos Hyderabad 90 175 20 2.3 1.8 1.5 10 20 55.6 10.5 108.6 5.4 1.8 0.7 100.7
1,700 Vegtbls. Hyderabad 46.5 110 35 2.3 3.6 2.9 12 18.5 74.3 6.6 8.7 1.4 0.5 0.2 26.6

2,000 Citrus Nawabshah 46.5 140 30 2.3 6.4 2.9 10 15 66.6 8.4 64.7 3.2 1.1 0.4 60
1,100 Onions Nawabshah 20 110 40 2.3 10.0 7.1 10 14.8 84.2 6.6 18.8 0.9 0.3 0.1 17.5
1,950 Bananas Tharparkar 46.5 105 20 2.3 6.0 2.9 10 18.5 59.7 6.3 38.7 1.9 0.7 0.2 35.9
1,300 Onions Tharparkar 20 110 40 2.3 9.4 3.6 10 14.8 80.1 6.6 22.9 1.1 0.4 0.1 21.3
1,500 Bananas Thatta 46.5 105 20 2.3 2.2 2.9 10 18.5 55.9 6.3 42.5 2.1 0.7 0.3 39.4
1,800 Vegtbls. Thatta 46.5 110 35 2.3 2.2 2.9 12 18.5 72.9 6.6 30.1 1.5 0.5 0.2 27.9
25,150 TOTAL Tons TOTAL GROWER RETURN: (Advances + Pool Return x Packages, 000 Rs) 104,932.9

ZONE 2

200 Apples Kalat 46.5 212.5 35 2.6 13.2 2.9 12 18.5 84.2 12.8  115.1 5.8 2.0 0.7 106.6
50 Apricots Kalat 46.5 250 35 2.6 13.2 2.9 12 18.5 84.2 15.0 150.4 7.5 2.6 0.9 139.4
150 Grapes Kalat 90 212.5 25 2.6 6.7 1.5 10 9.3 55.1 12.8  144.3 7.2 2.5 0.9 133.7
5,500 Onions Kalat 20 110 40 2.6 20.6 3.6 10 14.8 91.6 6.6 11.3 0.6 0.2 0.1 10.4
50 Peaches Kalat 46.5 250 35 2.6 13.2 2.9 10 29.8 93.5 15.0 141.0 7.1 2.4 0.8 130.7
300 Plunms Kalat 46.5 210 35 2.6 13.2 2.9 10 21.8 85.5 12.6 111.5 5.6 1.9 0.7 103.3
1,800 Potatoes Kalat 20 116 40 2.6 20.6 7.1 10 14.8 95.1 7.0 13.4 0.7 0.2 0.1 12.4
100 PpPomegr.  Khuzdar 46.5 140 30 2.6 9.6 2.9 12 21.8 78.9 8.4 52.3 2.6 0.9 0.3 48.5
200 Apples Pishin 46.5 212.5 35 2.6 17.4 2.9 12 18.5 88.4 12.8 110.9 5.5 1.9 0.7 102.8
100 Apricots Pishin 46.5 250 35 2.6 17.4 2.9 12 18.5 88.4 15.0 146.2 7.3 2.5 0.9 135.5
1,400 Grapes Pishin 90 212.5 25 2.6 8.7 1.5 10 9.3 57.1 12.8 142.3 7.1 2.4 0.9 131.9
300 Plums Pishin 46.5 210 35 2.6 17.4 2.9 10 21.8 89.7 12.6 107.3 5.4 1.8 0.6 99.5
50 Pomegr. Pishin 46.5 140 30 2.6 17.4 2.9 12 21.8 86.7 8.4 44.5 2.2 0.8 0.3 41.2
1,100 Potatoes Pishin 20 116 40 2.6 27.2 7.1 10 14.8 101.7 7.0 6.8 0.3 0.1 0.0 6.4
200 Apples Quetta : 46.5 212.5 35 2.6 16.5 2.9 12 18.5 87.5 12.8 111.8 5.6 1.9 0.7 103.6
100 Apricots Quetta 46.5 250 35 2.6 16.5 2.9 12 18.5 87.5 15.0 147.1 7.4 2.5 0.9 136.3
700 Grapes Quetta 90 212.5 25 2.6 8.3 1.5 10 9.3 56.7 12.8  142.7 7.1 2.4 0.9 132.3
50 Ppeaches Quetta 46.5 250 35 2.6 16.5 2.9 10 29.8 96.8 15.0  137.7 6.9 2.3 0.8 127.7
200 Plums Quetta 46.5 210 35 2.6 16.5 2.9 10 21.8 88.8 12.6 108.2 5.4 1.8 0.6 100.4

12,550 TOTAI, Tons - TOTAL GRWER RETURN: ({(Advances + Pool Return x Packages, 000 Rs) 52,514.1
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Table 18. GROWER RETURNS, page 2
(Rupees per Package)

Grapes & Mangos, lug of 10 Kg net; Garlic, mesh bag, 20 Kg net; Onions, mesh bag, 50 Kg net; Potatoes, burlap bag, 50 Kg net; All other, wire

bound crate, 20 Kg net; ---All figures extrapolated for these quantities. Agricultural Produce Cess of 0.5% deducted from Grower Returns.
L Service Charges Incentives
Tons Product District Pkgs. Gulf Grow. Field Transportation Con- Pack Total Sales Pool Prog. Field Dist. Farm-
/Ton Price Adv. Serv. Land Ocean tainer Chrg. Chrgs. Comm Credit Farmer Man Supt. er
ZONE 3
2,000 Citrus Khairpur 46.5 140 30 2.8 10.2 2.9 10 15 - 70.9 8.4 60.3 3.0 1.0 0.4 55.9
1,000 Dates Khairpur 46.5 175 35 2.8 10.2 0 10 13 71 10.5 93.1 4.7 1.6 0.6 86.2
1,000 Garlic Sukkur 50 295 20 2.8 10.8 1.5 6 11 52.1 17.7 224.9 11.2 3.8 1.3 208.6
4,000 TOTAL Tons . TOTAL GROWER RETURN: (Advances + Pool Return x Packages, 000 Rs) 11,430.0
ZONE 4

2,000 Citrus Multan 46.5 140 30 3.1 21.0 2.9 10 15 82 8.4 49.2 2.5 0.8 0.3 45.6
2,000 Apples Sibbi 46.5 212.5 35 3.1 18.3 2.9 12 18.5 89.8 12.8 109.5 5.5 1.9 0.7 101.4
250 Apricots Sibbi 46.5 250 35 3.1 18.3 2.9 12 18.5 89.8 15.0 144.8 7.2 2.5 0.9 134.2
4,250 TOTAL tons TOTAL GROWER RETURN: (Advances + Pool Return x Packages, 000 Rs) 21,683.0

ZONE 5
1,000 Apples Loralai 46.5 212.5 35 3.3 20.6 2.9 12 18.5 92.3 12.8 106.9 5.3 1.8 0.6 99,2
300 Grapes Loralai 90 212.5 25 3.3 10.3 1.5 10 9.3 59.4 12.8 140.0 7.0 2.4 0.8 129.8
175 Plums Loralai 46.5 210 35 3.3 20.6 2.9 10 21.8 93.6 12,6 103.3 5.2 1.8 0.6 95.7
400 Pomegr. Loralai 46.5 140 30 3.3 20.6 2.9 12 21.8 90.6 8.4 40.5 2.0 0.7 0.2 37.6
1,500 Dates Panjoor 46.5 175 35 3.3 13.2 0 10 13 74.5 10.5 89.6 4.5 1.5 0.5 83.1
1,000 Apples Zhob 46.5 212.5 35 3.3 19.2 2.9 12 18.5 90.9 12.8 108.3 5.4 1.8 0.6 100.5
700 Grapes Zhob 90 212.5 25 3.3 9.6 1.5 10 9.3 58.7 12.8 140.7 7.0 2.4 0.8 130.5
175 Plums Zhob 46.5 210 35 3.3 19.2 2.9 10 21.8 92.2 12.6 104.7 5.2 1.8 0.6 97.1
250 Ppomegr. Zhob 46.5 140 30 3.3 19.2 2.9 12 21.8 89.2 8.4 42.0 2.1 0.7 0.3 38.9
5,500 TOTAL Tons TOTAL GROWER RETURN: (Advances + Pool Return x Packages, 000 Rs) 38,951.7
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Figure 8. MARKETING ALTERNATIVES
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Using the field services, product collection, and refrigerated
tran portation, a progressive grower can sell his products through
his local. market, represented by the first bar (checkered pattern)
for each fruit. The service charges that will be deducted from his
net return are represented directly under the checkered bar and are
identified on the right-hand side of the graph. Services charges
include the price of a container (crate,) the cost of field services,
refrigerated freight into the local market, and sales commission.
Mangos will benefit from pre-cooling, processing, controlled storage
and panapakking at the plant when sold in local markets. Fruit
packed in the field by growers for local sales can be delivered
directly through a local market without cold storage plant handling.
Produce cooling during transportation is sufficient to preserve
guality for immediate sales. This alternative makes it possible for
all growers associated with the prototype marketing organization to
receive the full benefit that can be obtained from a local market
without having to use a contractor.

The second alternative, the diagonally marked bar for each fruit,
represents the increase in additional grower returns that can be
realized from exporting after additional costs for packing and ocean
freight are incurred. All export items and produce transferred be-
tween markets require pre-cooling and processing. In the graph, this
alternative is presently profitable to Sind growers for bananas and
mangos. The current price of apples and grapes in domestic markets
is higher than the delivered export price.

Growers might be quite happy with receiving the export price for
their apples and grapes since they will be able to avoid the heavy
deductions now made by contractors and financing middlemen. It would
still not be wise to export all of their apples until the maximum
incentive has been used to spur increased production and their ac-
ceptance of technical improvements. It is essential that the market-
ing services organization have the confidence of its growers which
cannot be merited without selling their produce to their best advan-
tage, which is domestically for some items.

The wave patterned bars in the graph for bananas, grapes and apples
represent grower income received from selling produce in a different
domestic market. In the case of bananas produced in Sind, a favor-
able price is frequently awzilable through the Quetta market. Trans-
fers between markets would entail additional freight.

The diamond patterned bars in the graph represent grower returns that
would result from storing their produce and transporting it to anoth-
er domestic market at more advantageous timing for price. Additional
service charges for storage and transportation are more than offset
by price differentials. There are several instances that can be
found in the publication, "Fruit, Vegetable, and Condiments of Paki-
stan," February 1983, where storage for 30 days can return additional
grower income over sale at harvest.

The domestic market transfer and storage alternatives are not avail-
able for mangos, because they are produced in both provinces and sell
at about the same price.
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Figure 3 also illustrates the paradox that is now occurring in Pakistan
marketing. High prices for apples and grapes in Baluchistan that appear spec-
tacular in the graph are not generally beneficial. A few may prosper, but
only in a limited way. Farmer income, moderate prices to consumers, and the
nation's foreign exchange earning capacity from these products are negligible.
Lack of a marketing system in northern Baluchistan has discouraged improvement
in cultural practices, and stunted the fruit industry in general. The bar
chart for northern Baluchistan products represents only a temporary situation
if marketing outlets are less restricted.

Built into the problem is its solution. The sizable return that a grower
can earn by using integrated marketing services initially in domestic markets
will soon spur production activity, resulting in moderate prices, increased
volume, quality, and income to the region that is deserved by virtue of its
natural advantages in the production of deciduous fruit. At that time a bar
chart for northern Baluchistan products will appear similar to those of Sind
for bananas and mangos. The justification of a modern marketing system is
that it will modify and equalize prices when fully functioning --to the bene-
fit of all concerned, starting as the whole industry does with the farmer.

While grower returns derived through existing incomplete marketing chan-
nels, domestic and export, appear to be less from bananas and mangos, these
moderately priced products earn sizable foreign exchange, 19 million rupees
from bananas, and 25 million rupees from mangos, and at the same time provide
Sind farmers with incomes generally considered to be much better than the
plight of northern Baluchistan fruit growers with more limited marketing op-
portunity.

Relationships with Arabian Gulf Merchants

With the improvements discussed above, the prototype marketing organiz-
ation will be able to promote respect in Arabian Gulf markets for Pakistan
products. Merchants can be given an accurate description of the produce of-
fered as quality control develops. By close adherence to quality and sizing
standards, arrivals will comply with their descriptions. Complete and timely
documentation of the produce can be made, meeting the regulations of importing
countries. A market presence in the Arabian Gulf can be maintained. Collec-
tively these new attributes of perishable exports will create merchant confid-
ence in Pakistan as a source of supply. Foreign advertising of Pakistan pro-
ducts, recognized to be of consistent quality and availablity, can then become
effective.

Policy Measures by the Pakistan Government

The recommendations of the report on the Strategy for Food Self
Sufficiency and Maximization of Agricultural Exports, March 1983, by A. Jameel
"Nishtar, made to the Pakistan Planning Commission are consistent with and
necessary to the initiation of a modern perishable marketing system. The
proposed marketing plan illustrates and discusses the efficacy of the measures
recommended.

Perishable marketing is a complex interrelated process where efficiency
depends on uniform functioning of all of the components of the system. Gov-
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ernment regulations are the most fundamental part, for they reflect and
largely determine the character of the human factor that is basic to concerted
action by defining the structural limits of business conduct. Success in
perishable exporting and efficiency of domestic distribution depend on
domestic producers being permitted to compete within a structure that
recognizes proven principles established by international competition. The
recommendations made to the Planning Commission encompass these axioms.

Governments are deliberative organizations. Setting policy takes time
because many viewpoints are presented and considered before a course of action
is chosen. Distributing perishables under the best of conditions does not
allow time for formulating regulations once harvest begins; therefore, any
- policy adaptations deemed appropriate must be ratified before initiating a
‘ modern marketing enterprise if they are to be effective in Phase 1 of peri-
shable marketing development.

In addition to major policy measures, several approvals of subsidiary
matters are integral to the functioning of the proposed plan:

1. Determination that the entire marketing operation be
classed as agricultural labor, exempt from industrial
labor regulations as applied to manufacturing non-peri-
shable raw materials.

2. Agreement between regulating agencies and the marketing
organization that no rules will be changed, action de-
layed, or reinterpreted during the growing through har-
vest season of the crop to which it pertains, i.e.,
changes should be made before, not during, agricultural
seasons.

3. Clarification of the principle of perishable fruit and
vegetable marketing as being "agricultural processing
and preserving" extending tax holiday exemptions to the
endeavor.

4. Duty free permits for packing and processing supplies
not available in Pakistan, i.e., net bags, decay in-
hibiting wraps, etc.

5. Permits to import the necessary equipment duty free.

6. Free transfer of perishables between domestic markets,
within a province and between provinces.

7. Freedom to set grade and sizing standards for the pro-
duce handled.

8. Exemption from the age 55 employment restriction.

9. Permits for using mobile radios and base stations under
procedures prescribed by Pakistan. Monitoring units
will be furnished to each province by the marketing or-
ganization.
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10. An ensabling agreement that approves a marketing plan as
adopted.

Several suggestions have been made for modifying regulations. Imple-
menting new marketing techniques is much easier when customs can be accepted
without change. Communication and understanding are facilitated, but change
is implicit in improvement.  Ultimately the success of Pakistan's marketing
system has to be measured relative to international competition. The sugges-
tions made in this paper are not ones of preference, but are axiomatic to the
functioning of a marketing system when the experience of others is considered.

The most common fault in regulating agricultural economies is "too much,
too late." By the time the complex factors affecting an agricultural season
are known, the effect of weather on crops in all parts of the world being the
principal influence, and the collective impact of marketing and production
factors on grower thinking become apparent, it is too late to correct a con-
temporary problem during the season in which it occurs. Regulations written
at this point tend to accentuate market disorders, hence any regulation that
is deemed necessary will probably be most effective when guided by long term
average conditions and the knowledge that detailed regulation has generally
been counterproductive.

PROSPECTUS
Prototype Business

The plan proposed envisions a marketing organization providing the infra-
structure necessary to establish an integrated marketing chain of interrelated
services from the grower's field through wholesale markets, domestic or for-
eign. The marketing organization will select, train, organize and pay per-
sonnel to operate the sales, administrative, storage, packing, transportation,
product collection, and farmer assistance functions that are now lacking in
the production and distribution of perishable foods. Assistance to progres-
sive farmersywill include training, supervision, input financing, and supple-
mental equipment to make it possible for them to grow increased yields of
quality fruits and vegetables to be handled by the marketing organization.
The prototype marketing organization will be a service business making avail-
able the means for farmers to grow and market their produce in an orderly
fashion.

Magnitude and Growth

The business must provide all of the specialized infrastructure necessary
to marketing perishables with the exception of refrigerated ocean shipping.
The supplies of produce the business will handle must be collected from a
large number of widely dispersed small farmers who need assistance in improv-
ing their production. Balance between the efficiency of volume and the comp-
lexity of securing product has been considered in the planned increments of
development.
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In the first year of operation, Phase I, the business is projected to
sell 25,150 tons of produce from 1,260 farms located within an average radius
of 190 kilometers from its Karachi plant, grossing 166.5 million rupees ($12.6
million) at export prices in Kuwait. Projected employees: 169.

At completion of its planned development, Phase V, ‘the business is pro-
jected to market 56,680 tons of perishables from 2,279 farms, some located 875
kilometers from Karachi, for gross sales of 409.4 million rupees ($30.9 mil-
lion) at current export prices in Kuwait. Projected employment: 327.

Risks and Special Considerations

The intrinsic agricultural risks are minimal for a marketing services
business, but social risks are relatively high in developing countries.

The dictum for generating agricultural profits is to grow quality crops
near a known or anticipated demand in an area having natural advantages over

.competing suppliers in climate, soils, water and crop adaptation. Pakistan is
‘| well endowed in this respect. No unproven processes nor procedures are invol-

ved in the business. The horticultural technology needed is basic and widely

. practiced.

Social risk results from the country being in a transition period. Sev-
eral basic issues critical to the efficiency of modern perishable distribu-
tion, both domestic and export, are being affirmatively discussed, but have
not been resolved. Other issues, such as determination that the entire mar-
keting business be considered agricultural labor, importing net bags for on-
ions and garlic, and free flow of produce between markets, are yet to be con-
sidered.

Industrial labor regulations, that is, rules pertaining to manufacturing
inanimate goods, are not generally applied to distributing perishables in
other countries; to do so is detrimental to all, labor first, because the
perishable marketing system will not work, and consequently to consumers and
farmers. Efficiency in distributing perishables requires that all relation-
ships be determined before a growing season begins. Perishables do not allow
time for deliberation until a season is concluded if unnecessary losses are to
be avoided. All employee renumerative benefits required by Pakistan law are
included in the proposed plan. Preseason agreement on adjustments can be made
in the future as conditions warrant.

Based on statements made by Pakistan leadership, and previous official
statements in print, it appears that regulatory issues will be settled fav-

~orably, both for the viability of a perishable produce industry and the wel-

fare of the nation as a whole.

Crucial attitudes, by masses of farmers, present perishable middlemen,
and consumers will not be known until the business is initiated and has been
in operation. The business respects public opinion by building into its plan
provisions for avoiding disturbance of the present market structure and for
independents now in the perishable handling business to participate in modern
marketing as the system dewelops. Widespread benefits that modern marketing
can create will gradually sway public attitude toward acceptance, but the
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roles of tradition and literacy in mass thinking at the beginning are not
known. A low profile until accomplishments are apparent is insurance against
these risks, but does not eliminate them.

The phases of development have been designed as logical increments of
growth as capability of the business is increased by experience. Each phase
'is predicated on the resolution of ‘social issugg’ consistent with proven con-
‘ventional norms that allow the business to operate efficiently in domestic
markets and to ultimately compete to Pakistan's advantage in export sales.
The principal work of the preliminary phase is negotiating an enabling agree-
ment that defines the framework of government regulations relative to perish-
able marketing. Crucial mass attitudes cannot be resolved immediately. The
enabling agreement should grant the business the option of undertaking the
prototype market development plan in phases, but should not be a commitment by
the business to begin successive phases until, in the sole professional judge-
ment of the business, all factors are favorable for doing so. This provision
establishes fallback options for investors in considering social risk.

The business will carry insurance for fire, casualty, workers' group and
public liability as projected in the operating expense. Product liability
should be limited to negligence in handling by the business, excluding all
other product losses caused by external mishap, such as work stoppages, supply
shortages, public carrier, weather, etc. Natural risks of the business are
not unusual.

Capital Investment
Details of projected capital investment in the business are shown on the

following pages as Table 21. A summary of total outlay for each of the six
phases of development follows:

Phase of Depreci- Necessary Total Loan Required
Develop- able Short Life Outlay from from
ment Assets Supplies ~ (000 Rs) » A.D.B.P. Investors
Preliminary 4,637.5 0 0 0  4,637.5
1 46,755.2 1,125.3 54,572.4 -~ 38,000.0  16,572.4
11 25,082.1 953.6 26,035.7 ~ 18,000.0 8,035.7
(10,000.0)
111 9,946.0 1,192.2 11,138.2,: 10,250.0 888.2
(10,000.0)
v 2,305.4 953.6 3,259.0. . 0 3,259.0
(10,000.0)
v 3,299.1 953.6 4,252.7 .. 0 4,252.7
(10,000.0)
Totals 92,025.3 5,178.3 99,258.07¢ 26,250.0 37,645.5

* & ** Amounts shown under loans from the Agricultural Development
Bank of Pakistan include amounts for both borrowing and repayment. In
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Phases having these dual entries, new credit is drawn at the beginning
of a phase of development. Repayment is made as a phase is completed.
For simplification, each phase of operation development is projected to
be completed in one year. For reasons discussed previously, initiating
a new phase of development may not always begin the following year.

Table 21. CAPITAL EXPENDITURES, THROUGH PHASE 1
(000 Rupees))

Annual
Cost per Depreci-
No. Description Unit Total Life ation
PRELIMINARY PHASE
1 Organizational Expenses 4.,637.5 4,637.5 5 927.5
PHASE I:
14 Refrigerated trailer vans, 770.0 10,780.0 5 2,156.0
9 Heavy duty semi trucks 1,325.0 11,925.0 5 2,385.0
1,000 Tons cold storage 4.7 4,700.0 20 235.0
1 Shop building 795.0 795.0 10 79.5
1 Packing shed 530.0 530.0 10 53.0
3 Forklifts 196.8 596.4 5 119.3
1 Wire bound box mfrg. plant 5,300.0 5,300.0 10 530.0
1 Box nailing machine 105.0 105.0 10 10.5
1 Multipurpose packing line 1,656.2 1,656.2 10 165.6
1 Office equipment 662.5 662.5 10 66.3
1 Office furniture 198.8 198.8 10 19.9
1 Shop equipment 1,000.0 1,000.0 10 100.0
1 Two way radio system, 238.5 238.5 5 47.7
1 base station
8 mobile units
8 Passenger cars 159.0 1,272.0 5 254.4
25 Pickup trucks, 1/2 ton 106.0 2,650.0 5 530.0
8 Trucks, 1 ton flatbed 212.0 1,696.0 5 339.2
4 Tractors, each with: 331.2 1,324.8 5 265.0
trailer
implements
1 Unallocated Budget 1,325.0 1,325.0 5 265.0
Reserve
TOTAL DEPRECIABLE ASSETS - PHASE 1 46,755.2 7,621.4
1 Working capital fund 6,625.0 6,625.0 -99 -66.9
1.2 Thousand pallets 198.8 238.6 1 238.6
8 Thousand field boxes 119.2 953.6 1 953.6

TOTAL INVESTMENT - PHASE I 54,572.4 8,746.7
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Table 21. CAPITAL EXPENDITURES, PHASES II & 111
(000 Rupees)

Annual
Cost per Depreci-
No. Description Unit Total Life ation
PHASE 11:
500 Tons cold storage capacity 4.7 2,350.0 20 117.5
added to Karachi Plant
24 Refrigerated trailer vans 770.0 18,480.0 5 3,696.0
1 Box nailing machine 105.0 105.0 10 10.5
1 Two way radio system, 132.5 132.5 5 26.5
1 base station
4 mobile units
3 Passenger cars 159.0 477.0 5 95.4
12 Pickup trucks, 1/2 ton 106.0 1,272.0 5 254 .4
6 Trucks, 1 ton flatbed 212.0 1,272.0 5 254.4
3 Tractors, each with: 331.2 993.6 5 198.7
trailer
implements
TOTAL DEPRECIABLE ASSETS - PHASE 11 25,082.1 4,653.4
8 Thousand field boxes 119.2 953.6 1 953.6
TOTAL INVESTMENT - PHASE 11 26,035.7 5,607.0
PHASE III:
1,000 Tons cold storage 4.7 4,700.0 20 235.0
3 Forklifts 198.8 596.4 10 59.6
1 Box nailing machine 105.0 105.0 10 10.5
1 Multipurpose packing line 1,656.2 1,656.2 10 165.6
1 Two way radio system, 106.0 106.0 5 21.2
1 base station
3 mobile units
12 Pickup trucks, 1/2 ton 106.0 1,272.0 5 254.4
4 Trucks, 1 ton flatbed 212.0 848.0 5 169.6
2 Tractors, each with: 331.2 662.4 5 132.5
trailer
implements
TOTAL DEPRECIABLE ASSETS - PHASE III 9,946.0 1,048.4
1.2 Thousand pallets 198.8 238.6 1 238.6
8 Thousand field boxes 119.2 953.6 1 953.6

TOTAL INVESTMENT - PHASE 111 11,138.2 2,240.6




Table 21. CAPITAL EXPENDITURES, PHASES IV & ¥

(000 Rupees)
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Annual
Cost per Depreci-
No. Description Unit Total Life ation
PHASE 1V:
2 Mobile radio units 26.5 53.0 5 10.6
7 Pickup trucks, 1/2 ton 106.0 742.0 5 148.4
4 Trucks, 1 ton flatbed 212.0 848.0 5 169.6
2 Tractors, each with: 331.2 662.4 5 132.5
trailer
implements
TOTAL DEPRECIABLE - PHASE IV 2,305.4 461.1
8 Thousand field boxes 119.2 953.6 1 953.6
TOTAL INVESTMENT - PHASE IV 3,259.0 1,414.7
PHASE V:
3 Mobile radio units 26.5 79.5 5 15.9
9 Pickup trucks, 1/2 ton 106.0 954.0 5 190.8
6 Trucks, 1 ton flatbed 212.0 1,272.0 5 254.4
3 Tractors, each with: 331.2 993.6 5 198.7
trailer
implements
TOTAL DEPRECIABLE ASSETS - PHASE V 3,299.1 659.8
8 Thousand field boxes 119.2 953.6 1 953.6
TOTAL INVESTMENT - PHASE V 4,252.7 1,613.4
TOTAL INVESTMENT - ALL PHASES 103,895.5
Less:  Supplies Expensed in Current Year (5,245.2)
Working Capital Fund (6,625.0)
Depreciable Assets 92,025.3

Financial requirements for inventories are shown in Table 22.



Table 22. INVENTORIES

(U00 Rs)
.
Base
Name Factor by Phase Amount  Phase 1 Phase 11 Phase 111 Phase IV  Phase V
11 I1I v \4

Containers 1.624 1.833 2.018 2.214 1,562.4 1,562.4 2,537.3 2,863.% 3,152.9 3,459.2
Fuel, oil & lubricant 1.014 1.014 1.014 1.014 212.0 212.0 215.0 215.0 215.0 215.0
Grower advances 1.624 1.833 2.018 2.214 7,699.7 7,699.7 12,504.3 14,113.6 15,538.0 17,047.1
Lumber, wire & staples 1.624 1.833 2.018 2.214 1,042.1 1,042.1 1,692.4 1,910.2 2,103.0 2,307.2
Office supplies 1.584 1.848 2.084 2.458 19.9 19.9 31.5 36.8 41.5 48.9
Packing materials 1.624 1.833 2.018 2.214 608.2 608.2 987.7 1,114.8 1,227.3 1,346.6
Shop supplies 1.014 1.014 1.014 1.014 66.2 66.2 67.1 67.1 67.1 67.1
Tires & parts 1.014 1.014 1.014 1.014 297.6 297.6 301.8 301.8 301.8 301.8

TOTAL 11508.1 11508.1 18,337.1 20,623.2 22,646.6 24,792.9

06
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Operating Expense and Income

Marketing Operation Income to the business is shown in Table 23 for the
initial year in each phase. Accumulated totals, not shown in Table 23, in-
clude a 10 percent increase in tonnage from each zone in the second year of
operation, resulting from improvements in the use of insecticides and other
easily introduced practices.

A consolidated Projected Operating Statement is shown in Table 24.

Taxes, Compulsory Levies, and Depreciation

Based on a memorandum on "Taxes, Corporate Structure and Labor Legis-
lation for Proposed Fruit Processing and Marketing Project” (see Appendix) by
the Karachi law firm of Surridge & Beecheno, the following taxes, compulsory
payments and depreciation deductions have been projected:

Tax Rate Comment:

Corporate Income  Nil Exemption from tax is available with respect
to profits and gains derived from poultry
farming, fish catching, cattle or sheep
breeding, poultry processing, dairy farming,
fish farming and date processing by an un-
dertaking set up before July 30,1988 any-
where in Pakistan for five years. The na-
ture of the business is clearly within the
[spirit of the law| /It is thought/the Cen-
tral Board of Revenue will approve applica-
tion for exemption.

Local Taxes Not Property taxes, licenses and other provin-
Known cial, municipal and Tlocal assessments are
not known. A Budget Reserve account (Table
24) of 662.5 thousand rupees ($50,000) for
Phase I, with lesser amounts in succeeding
phases, has been projected in the operating
statement to cover unanticipated contingen-

cies.
Sales Tax Nil No sales tax on fresh fruits or exports.
Agricultural Cess 1/2% A customs duty of one-half percent of the

value (wholesale price) is levied upon the
export of certain agricultural produce (in-
cluding fruit). The Federal Government may
exempt articles from this cess. Any levy
will be deducted from returns to growers
(Table 18).



Table 23. MARKETING OPERATION INCOME BY PHASE, page 1

Pkgs. Rs Field Rs Container Rs Packing Rs Export Rs Land
Tons District Product /Ton  Packages /Pkg. Service /Pkg. Sales /Pkg. Charges /Pkg. Sales /Pkg. Freight
' (000 Rs) (000 Rs) (000 Rs) (000 Rs) (000 Rs)
ZONE 1:
1,050 Baddin Bananas 46.5 48,825 2.3 112.3 10 488.3 18.5 903.3 105 5,126.6 4.6 224.6
130 Baddin Garlic 50 6,500 2.3 15.0 6 39.0 7.2 46.8 295 1,917.5 4.6 29.9
1,500 Baddin Mangos 90 135,000 2.3 310.5 10 1,350.0 20 2,700.0 175 23,625.0 2.3 310.5
3,600 Baddin Onions 20 72,000 2.3  165.6 10 720.0 14.8  1,065.6 110 7,920.0 7.2 518.4
1,000 Baddin Vegtbls. 46.5 46,500 2.3 107.0 12 558.0 18.5 860.3 110 5,115.0 4.6 213.9
3,000 Hyderabad Bananas 46.5 139,500 2.3 320.9 10 1,395.0 18.5 2,580.8 105 14,647.5 3.6 502.2
320 Hyderabad Garlic 50 16,000 2.3 36.8 6 96.0 11 176.0 295 4,720.0 3.6 57.6
3,200 Hyderabad Mangos 90 288,000 2.3 662.4 10 2,880.0 20 5,760.0 175 50,400.0 1.8 518.4
1,700 Hyderabad Vegtbls. 46.5 79,050 2.3 181.8 12 948.6 18.5 1,462.4 110 8,695.5 3.6 284.6
2,000 Nawabshah Citrus 46.5 93,000 2.3 213.9 10 930.0 15 1,395.0 140 13,020.0 6.4 595.2
1,100 Nawabshah Onions 20 22,000 2.3 50.6 10 220.0 14.8 325.6 110 2,420.0 10.0 220.0
1,950 Tharparkar Bananas 46.5 90,675 2.3 208.6 10 906.8 18.5 1,677.5 105 9,520.9 6.0 544.1
1,300 Tharparkar Onions 20 26,000 2.3 59.8 10 260.0 14.8 384.8 110 2,860.0 9.4 244.4
1,500 Thatta Bananas 46.5 69,750 2.3  160.4 10 697.5 18.5 1,290.4 105 7,323.8 2.2 153.5
1,800 Thatta Vegtbls. 46.5 83,700 2.3 192.5 12 1,004.4 18.5 1,548.5 110 9,207.0 2.2 184.1
25,150 TOTALS 1,216,500 2,798.1 12,493.6 22,177.0 166,518.8 4,601.4
ZONE 2:
200 Kalat Apples 46.5 9,300 2.6 24.2 12 111.6 18.5 172.1  212.,5 1,976.3
50 Kalat Apricots 46.5 2,325 2.6 6.0 12 27.9 18.5 43.0 250 581.3
150 Kalat Grapes 90 13,500 2.6 35.1 10 135.0 9.3 125.6  212.5 2,868.8
5,500 Kalat Onions 20 110,000 2.6 286.0 10 1,100.0 14.8 1,628.0 110 12,100.0
50 Kalat Peaches 46.5 2,325 2.6 6.0 10 23.3 29.8 69.3 250 581.3
300 Kalat Plums 46.5 13,950 2.6 36.3 10 139.5 21.8 304.1 210 2,929.5
1,800 Kalat Potatoes 20 36,000 2.6 93.6 10 360.0 14.8 532.8 116 4,176.0
100  Khuzdar Pomegr. 46.5 4,650 2.6 12.1 12 55.8 21.8 101.4 140 651.0
200 Pishin Apples 46.5 9,300 2.6 24.2 12 111.6 18.5 172.1  212.5 1,976.3
100  Pishin Apricots 46.5 4,650 2.6 12.1 12 55.8 18.5 86.0 250 1,162.5
1,400 Pishin Grapes 90 126,000 2.6 327.6 10 1,260.0 9.3 1,171.8 212.5 26,775.0
300 Pishin Plums 46.5 13,950 2.6 36.3 10 139.5 21.8 304.1 210 2,929.5
50 Pishin Pomegr. 46.5 2,325 2.6 6.0 12 27.9 21.8 50.7 140 325.5
1,100 Pishin Potatoe 20 22,000 2.6 57.2 10 220.0 14.8 325.6 116 2,552.0
200 Quetta Apples 46.5 9,300 2.6 24.2 12 111.6 18.5 172.1  212.5 1,976.3
100  Quetta Apricots 46.5 4,650 2.6 12.1 12 55.8 18.5 86.0 250 1,162.5
700  Quetta Grapes 90 63,000 2.6 163.8 10 630.0 9.3 585.9 212.5 13,387.5
50 Quetta Peaches 46.5 2,325 2.6 6.0 10 23.3 29.8 69.3 250 581.3
200 Quetta Plums 46.5 9,300 2.6 24.2 10 93.0 21.8 202.7 210 1,953.0
12,550 TOTALS 458,850 1,193.0* 4,681.6 6,202.6 80,645.6

Recovery of projected expenses only; no profit margin
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Table 23.

MARKETING OPERATION INCOME BY PHASE, page 2

Pkgs. Field Rs Container Packing Rs Export
Tons District Product /Ton _ Packages /Pkg. Service Sales Charges /Pkg.  Sales
(000 Rs) (000 Rs) (000 Rs) (000 Rs)

ZONE 3:
2,000 Khairpur Citrus 46.5 93,000 2.8 260.4 930.0 1,395.0 140 13,020.0
1,000 Khairpur Dates 46.5 46,500 2.8 130.2 465.0 604.5 175 8,137.5
1,000  Sukkur Garlic 50 50,000 2.8 140.0 300.0 550.0 295 14,750.0
4,000 TOTALS 189,500 530.6* 1,695.0 2,549.5 35,907.5

ZONE 4:
2,000 Multan Citrus 46.5 93,000 3.1 288.3 930.0 1,395.0 140 13,020.0
2,000 Sibbi Apples 46.5 93,000 3.1 288.3 1,116.0 1,720.5 212.5 19,762.5
250 Sibbi Apricots 46.5 11,625 3.1 36.0 139.5 215.1 250 2,906.3
4,250 TOTALS 197,625 612.6* 2,185.5 3,330.6 35,688.8

ZONE S:
1,000 Loralai Apples 46.5 46,500 3.3 153.5 558.0 18.5 860.3 212.5 9,881.3
300 Loralai Grapes 90 27,000 3.3 89.1 270.0 9.3 251.1  212.5 5,737.5
175 Loralai Plums 46.5 8,138 3.3 26.9 81.4 21.8 177.4 210 1,709.0
400 Loralai Pomegr. 46.5 18,600 3.3 61.4 223.2 21.8 405.5 140 2,604.0
1,500 Panjqur Dates 46.5 69,750 3.3 230.2 697.5 13 906.8 175 12,206.3
1,000 zhob Apples 46.5 46,500 3.3  153.5 558.0 18.5 860.3 212.5 9,881.3
700  zhob Grapes 90 63,000 3.3 207.9 630.0 9.3 585.9 212.5 13,387.5
175  zhob Plums 46.5 8,138 3.3 26.9 81.4 21.8 177.4 210 1,709.0
250 zhob Pomegr . 46.5 11,625 3.3 38.4 139.5 21.8 253.4 140 1,627.5
5,500 TOTALS 299,251 987.8* 3,239.0 4,478.1 58,743.4

* Recovery of projected expenses only: no profit margin
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Table 24. PROJECTED OPERATING STATEMENT

Name Growth Factor by Phase Base Phase 1. Phase 11 Phase 111 Phase 1V Phase V
1 11 111 v v Amount (000 Rs)
. 2 O ‘ —
INCOME : -
Container sales 1 1.624 1.833 2.018 2.214 12,493.6 12,493.6 20,289.6 22,900.8 25,212.1 27,660.8
Field service cost recovery 1 1.526 1.759 1.922 2.289 2,798.1 2,798.1 4,269.9 4,921.9 5,377.9 6,404.9
Freight charges 1 1.1 1.1 1.1 1.1 4,601.4 4,601.4 5,061.5 5,061.5 5,061.5 5,061.5
Lease income, refrigerated vans 0 1 1 1 1 6,776.6 0.0 6,776.6 6,776.6 6,776.6 6,776.6
Packing charges 1 1.38 1.523 1.635 1.847 22,177.0 22,177.0 30,604.3 33,775.6 36,259.4 40,960.9
Storage charges 1 1.425 2.128 2.128 2.128 874.2 874.2 1,245.7 1,860.3 1,860.3 1,860.3
Sales commission 1 1.584 1.848 2.084 2.458 9,991.2 9,991.2 15,826.1 18,463.7 20,821.7 24,558.4
total income 52,935.5 84,073.7 93,760.4 101,369.5 113,283.4
EXPENSES:
Advertising 0 0 0 0 1 3,312.5 0.0 0.0 0.0 0.0 3,312.5
Employees - Payroll (Table 19.) 1 1.156 1.468 1.558 1.658 16,408.6 16,408.6 18,968.3 24,087.8 25,564.6 27,205.5
- Perquisites 1 1.115 1,468 1.558 1.658 1440.0 1,440.0 1,605.6 2,113.9 2,243.5 2,387.5
-~ Expense accounts 1 1.115 1.468 1.558 1.658 159.0 159.0 177.3 233.4 247.7 263.6
Depreciation 1 1.544 1.667 1.721 1,798 8,548.9 8,548.9 13,202.3 14,250.7 14,711.8 15,371.6
General Repair & Maint.
- Cold storage plant 1 1.624 1.833 2.018 2.214 371.0 371.0 602.5 680.0 748.7 821.4
- Container mfrg. plant 1 1.475 1.633 1.768 2.039 265.0 265.0 390.9 432.7 468.5 540.3
- Office, incl. radios 1 1.475 1.633 1.768 2.039 112.6 112.6 166.1 183.9 199.1 229.6
- Shop 1 1.475 1.633 1.768 2.039 66,2 66.2 97.6 108.1 117.0 135.0
Legal and Audit 1 1.584 1.848 2.028 2.396 530.0 530.0 839.5 979.4 1,074.8 1,269.9
Interest - Inventories 1 1.584 1.848 2.028 2.396 1,611.1 1,611.1 2,552.0 2,977.3 3,267.3 3,860.2
-~ Preliminary Phase 1 0 0 0 0 647.3 647.3 0.0 0.0 0.0 0.0
- A.D.B.P. 1 1.474 1.211 1.217 0.842 4,560.0 4,560.0 6,721.4 5,522.2 5,549.5 3,839.5
Insurance - Liability, .5% sales 1 1.584 1.848 2.084 2.458 832.6 832.6 1,318.8 1,538.6 1,735.1 2,046.5
- Fire, .5% assets 1 1.128 1.316 1.383 1.443 276.0 276.0 311.3 363.2 381.7 398.3
Periodic specialists 4 3 2 2 2 132.5 530.0 397.5 265.0 265.0 265.0
Supplies: -~ Storage plant 1 1.05 1.29 1.197 1.255 1,608.9 1,608.9 1,697.8 2,075.7 1,926.6 2,019.5
- Office 1 1.475 1.633 1.768 2.039 159.0 159.0 234.5 259.6 281.1 324.2
- Shop 1 1.1 1.1 1.1 1.1 185.5 185.5 204.1 204.1 204.1 204.1
Technical Assistance Agreement 1 0.8 0.6 0.4 0.2 3,312.5 3,312.5 2,650.0 1,987.5 1,325.0 662.5
Utilities:- Power 1 1.624 1.833 2.018 2.214 475.1 475.1 771.6 870.9 958.8 1,051.9
~ Gas 1 1.38 1.523 1.635 1.847 15.9 15.9 21.9 24.2 26.0 29.4
- Telephone 1 1.584 1.848 2.028 2.396 63.6 63.6 100.7 117.5 129.0 152.4
- Telex 1 1.584 1.848 2.028 2.396 95.4 95.4 151.1 176.3 193.5 228.6
Vehicle operation: Freight fuel 986 1086 1086 1086 1086 3.114 3,070.4 3,381.8 3,381.8 3,381.8 3,381.8
~ Frt. repair & maint. 986 1086 1086 1086 1086 0.654 644.8 710.2 710.2 710.2 710.2
- Reefer vans, fuel 986 1086 1086 1086 1086 0.064 63.1 69.5 69.5 69.5 69.5
- R V repair & maint. 986 1086 1086 1086 1086 0.1 98.6 108.6 108.6 108.6 108.6
~ All Other 45 69 87 93 102 31.8 1,431.0 2,194.2 2,766.6 2,957.4 3,243.6
Budget Reserve for property tax 1 0.8 0.6 0.4 0.2 662.5 662.5 530.0 397.5 265.0 132.5
Total Expense 48,244.6 60,177.1 66,886.2 69,110.9 74,265.2
Profit, exempt from income tax for five years 4,690.9 23,896.6 26,874.2 32,258.6 39,018.2
Disposition of Profit: Eworkmens' Participation Fund ~ 234.5 1,194.8 1,343.7 1,612.9 1,950.9 SE
Loan repayment to A. D. B. P. 0 10,000.0 10,000.0 10,000.0 10,000.0
Distributed to Investors §,456.4 12,701.8 15,530.5 20,645.7 27,067.3

Rate of Return on Investment from Dividends paid to Investors 21.0 32.4 31.0 32.6 34.9

e
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Taxes, Compulsory Levies, and Depreciation, continued.

Employees Annual
Paid Leave

Empioyees Bonus

Employees Cost
of Living

Employees Group
Insurance

Employees 01d Age
Benefit

Employees Social
Security

Workers Parti-
cipation

Depreciation

Rate of Return to Investors

11.5%

8.5%

5%

5%

6%

5%

Estimated composite cost of paid leave re-
quired by the West Pakistan Shops & Estab-
1ishments Ordinance 1969 (Table 19 - Organ-
jzation):

Vacation pay 14 days
Casual leave 10 "
Sick leave g "
Festival leave 10 "

Standing Order 10-C of West Pakistan Indust-
rial & Commercial Employment Ordinance 1968,
Table 19 - Organization.

Employees Cost of Living (Relief) Act 1973
is incorporated into the levels of compen-
sation listed in Table 19 - Organization.

Estimated rate for compulsory group insur-
ance expense shown in Table 19 - Organiza-
tion. Since no workers are projected to
earn less than 1,100 rupees per month, all
employees are covered by group insurance
rather than the Workmen's Compensation Act
of 1923.

Employees 01d Age Benefit Act 1976, Table 19
- Organijzation.

Provincial Employees Social Security
Ordinance 1965, Table 19 - Organization.

Companies Profits (Workers Participation)
Act 1968, Table 24 - Operating Statement.

Pakistan Rules for Computation of Depreci-
ation Allowance have been followed in Table
21 - Capital Investment. Accelerated de-
preciation, if available, is not advisable
because of the five year tax exemption.

Although the demonstrated economic need for modern marketing is clear,
major Pakistani investors have been reluctant to enter the complex business of

collecting and selling perishables as an integrated coalition.
market structure is made up piecemeal of relatively small operations.

The present
Attrac-

tion of substantial investors to commit funds, and involvement to a new
venture dealing with the risks inherent in handling perishables, require both
an appropriate rate of return on invested funds and management time, as well
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as a regulatory structure that permits clarification and minimization of
unnecessary exposures. These two considerations, together with the economic
impact of the business on Pakistan society as a whole, are thought to be
planned in mutually acceptable balance.

Expatriate investors, having the technological strength and
organizational size to implement the business with minimal process risk, still
have to work out mutual relationships with Pakistan groups. Full and timely
implementation of advanced practices is necessary in initiating the business
if overall risk is held near intrinsic minimums.

Involvement by an expatriate firm sufficient to provide the necessary
technical assistance will be high, relative to aggregate cash return. Allow-
ance in the Operating Statement has been made for a Technical Assistance A-
greement, whereby compensation is paid for this assistance by the business,
beginning with 3,312.5 thousand rupees in Phase 1 and declining 662,500 rupees
in each phase thereafter.

Leveraging and other equally important participation provided by the
Agricultural Development Bank of Pakistan are thought to be adequate to bring
the effective rate of return on investment to a level that will make the ex-
patriate management effort plausible. Rate of return on investment is 28.7
percent. The discounted cash flow rate of 44.4 percent will pay back invest-

ment in 2.5 years.

Four disbursements from profits of 10 million rupees each, beginning with
Phase I, to repay a loan of 66.25 million rupees advanced by the Agricultural
Development Bank of Pakistan, will increase investor equity, but not the
effective rate of cash returned. After the fifth year of operation, the
minimum corporate income tax will be 20.25 percent if all profits are earned
from exporting; profits from domestic activities are taxed at 45 percent.
After the fifth year, depreciation allowance will be reduced by 7,024.1
thousand rupees for assets put in service in Phase I. After five years of
operation, 26.25 million rupees will remain to be paid from profits on the
ADBP loan. For these reason no estimate of the value income streams beyond
the fifth year of operation have been projected.

The projected rate of return has been calculated using the conservative
end of statistical ranges, where applicable, or averages where statistical de-
tail was not available. The volume of the business is projected near full
/ capacity of the facilities. The widespread need for services of the business
support this approach, but other factors may delay its attainment.
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(000 Rupees)
Preliminary Projected Operations
Phase Phase 1 Phase 11 Phase II1 Phase IV Phase V
Marketing Organization
Minimum Time for
Completion 18 Mo. 1 Yr. 1 Yr. 1 yr. 1 yr. 1 Yr.
Profit <4,637.5>* 4,690.9 23,896.6 26,874.2 32,258.6 39,018.2
Disposition of Profit:
Workmens Fund 5% 234.5 1,194.8 1,343.7 1,612.9 1,950.9
Loan repayment to
A. D. B. P. 0 10,000.0 10,000.0 10,000.0 10,000.0
Distributed to
Investors 4,456.4 12,701.8 15,530.5 20,645.7 27,067.3
Total Investment 21,199.9 39,235.6 50,123.8 63,382.8 77,635.5
Rate of Return 21.0 32.4 31.0 32.6 34.9
Cash Flow - Investment <4,637.5> <16,572.4>* <8,035.7> <888.2> <3,259.0> <4,252.7>
- Dividends 4,456.4 12,701.8 15,530.5 20,645.7 27,067.3
- Depreciation 8,548.9 13,202.3 14,250.7 14,711.8 15,371.6
el R oo L4712 LT - A
Net Cash Flow <4,637.5> <3,567.1> 17,868.4 28,893.0 32,098.5 38,186.2
Foreign Exchange** 166,518.8 263,816.3 .307,788.3 347,067.9 409,380.2
Agricultural Produce Cess 832.6 1,319.1 1,538.9 1,735.3 2,049.9
Grower Income Returned 104,932.9 167,940.3 184,621.7 207,447.7 248,567.7
- Expenses of the Preliminary Phase are carried over to Phase I as a construction loan. In the Projected

Operating Statement, Table 24, the loan is capitalized as investment, then depreciated over five years. In-
terest on expenditures in the Preliminary Phase, at 14%, is shown as an expense in Phase I, as well as the
first year of depreciation on the organizing costs.

b Foreign exchange figures are based on accumlated export sales of all produce handled.

are part of the foreign exchange totals.

grower income will be larger, stimulating increased production.

Grower returns

If domestic prices are higher than can be obtained by exporting,

The amount of foreign exchange earned will be

temporarily reduced, but encouragement of growers will render greater foreign exhange earnings in the long run
because of fundamentally strengthening the agricultural production base.
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BIBLIOGRAPHY

The bibliography included in this report resulted from data
base searches of subjects on Pakistan agriculture, agricultural
exports from its principal competitor (India), Mideast markets,
tropical fruit packaging and processing and soyabean production in
the United States. A survey of this type describes the state of
agriculture in a particular country, who is doing research and where
to look for advanced information not yet published. Current publi-
cations show what technical level is of immediate concern. A com-
parison with earlier publications indicates the amount of progress
being made by that country as well as by its competitors.

Most of the information used was derived from abstracts of
cited papers, but some required obtaining the complete article which
delays completion of the work. Since this survey was necessary for
preparing the feasibilty study it seemed logical to also show the
results of the search in a bibliography for use by other people in-
terested in further study. In order to comprehensively cover infor-
mation needed for the feasibility study the search specification
also picked out agricultural topics not related to this project,
such as fisheries, forestry and poultry. These are included also.
A search of current literature on soybeans was made because of Paki-
stan's interest in oil seeds.

Bibliographical citations are not made in the text of the fea-
sibility report for doing so takes an inordinate amount of time and
makes the report slower to read, but sources of information, or the
abstracts, can be readily supplied in response to inquiries.

Citations are listed alphabetically by author under these topic
headings:

Competition--to Pakistan in agricultural markets
Deciduous Fruit

Equipment (mechanization)
Fisheries

Forestry

General Agriculture

Land and Water Use
Management

Marketing

Packaging and Processing
Poultry

Research, Cultural Practices
Soyabeans

Tropical Fruit
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FRESH PRODUCTS

A grocer’s appetizing display of fruits and
vegetables depends on someone delivering
products in farm-fresh condition. Tenneco West's
ability to do this consistently has made us the
nation’s largest supplier of table grapes and a major
marketer of citrus, tree fruits, strawberries and
vegetables.

Farming Our lands are strategically located

to stretch out harvests. Grapes, for instance, ripen
early on our Coachella Valley and Arizona lands,
and later in our other vineyards as they extend up
the San Joaquin Valley, enabling us to market table
grapes throughout the entire United States season.
The diversity of our cropping program helps us to

provide a greater level of year-round employment
for our field employees. Steady employment
reflects in a product of superior quality.

The farming group is experienced in a diversity of
Crops, managing sizeable acreages of almonds,
grapes, tree fruit, citrus and a variety of row and
field crops.

Services Our field representatives are
dedicated people, on call 24 hours a day,
every day. Growers value greatly the wide
experience and up-to-date cultural
information they provide.
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Facilities Packing and cold storage facilities
are located for maximum grower convenience:

Grapes: M Thermal M Litchfield Park
M Bakersfield M Ducor
W De! Rey B Lodi

Citrus: W Bakersfield M Thermal

Tree Fruits: M Bakersfield l Lodi
M Del Rey H Thermal

Strawberries: Il Anaheim Il Oxnard
B Watsonville

.

Vegetables: M Bakersfield
M Thermal

Technology Our commitment to high quality and
high volume involves the fullest development and
utilization of modern technology:. in the perishable
commodities business, success comes only as the
result of efficiency, so at Tenneco West there is no
place for any but the most up-to-date equipment.

In our huge, eight-acre Bakersfield plant, as in all
our plant locations, cooling, grading, washing,
packing and cold storage operations are
unsurpassed. We are the first to experiment with
and develop new techniques.
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Quality control is meticulous throughout all our
operations.

Our concern for the land and its resources has
led to innovations like the linear irrigation system,
which reduces water usage up to 50 percent while
improving yield.

Domestic Marketing Produce buyers know
Tenneco West as the supplier with more to offer.
Our nationally advertised Sun Giant brand name is
known and welcomed by consumers. Our many
growers and our own farms provide a wide variety
of products practically year-round, permitting
money-saving combination purchases. Tenneco
West helps grocers offer their customers quality
products at a good value.

A T S

Export Marketing Tenneco West has opened up
country after country to U.S. produce, winning
major shares of world markets. This has provided
marketing options that few, if any, of our
competitors can match, expanding the markets for
our growers’ and company products.

Transportation Our customers count on Tenneco
West to deliver...on time. Since another word for
“fresh” is “perishable;” we have an entire
department whose business it is to know what
products are wanted, where, when —and how.
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PROCESSED FOODS

Consumers are turning more and more to natural
foods. Our aimonds, raisins, dates, and pistachios
fit this long-term trend. Tenneco West is working to
expand existing markets and create new markets for
these delicious products.

Almonds are California’s number one tree crop,
and we are the number one independent handler.

We pioneered moister, plumper raisins and
innovative packasing to protect them, building a
notable Sun Giant sales success.

Dates from California’s Coachella Valley are the
worldss finest, and we are the marketing leader.

California Colossal pistachios, bigger, meatier,

easier to open than Mid-Eastern imports, present a
huge potential for market growth, and we are inthe
forefront of this industry.

Grower Benefits These are based on the objective
of paying growers more and paying them earlier for
their crops.

Services Our field representatives bring a variety of
assistance to growers, including up-to-date
information on agricultural matters, current
marketing trends, prices and expert field estimates.
Our growers know that their Tenneco West field
representative is only a phone call away.
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Facilities Tenneco West’s state-of-the-art
processing facilities provide quick and
efficient service to growers, while maintaining
the highest quality. Plants are located in all
major growing areas.

Almonds: Il Bakersfield Il Chico
B Paso Robles - plus receiving
stations in M Salida and Il Delhi

Dates: B indio

Raisins: M Fresno area-Kerman

Pistachios: W Bakersfield Il Lost Hills

Technology From procurement to packaging, all
aspects of processing foods demand the utmost
in technological sophistication.

Our almond plants are the most cost-effective in
the industry, and equipment is updated continually.
Our date-processing facilities are unsurpassed.
Specially constructed dehydration tunnels insure
that Sun Giant raisins are consistently juicy and
flavorful.
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In response to our unique opportunities as
processors, marketers and growers of California
pistachios, we operate the world’s largest and most
modern pistachio facilities.

Quality control accompanies every step.
Electronic scanners augment, but never replace, the
expert eyes of inspectors. Food chemists with
complex testing equipment insure that all products
meet rigid quality standards.

Domestic Industrial Marketing Working with
research and development teams at food
companies and with support from our own R&D
experts, our industrial marketing people have
helped find many new ways to use dried fruits and
nuts. Our list of customers includes many of the
country’s top confectioners and manufacturers of
baked goods and cereals.

Export Marketing The superior quality of our
California-grown nuts and dried fruits, the
advantages of multiple product lines and the
unmatched world-wide contacts of Tenneco have
enabled our export marketing staff to open up
important markets in over thirty countries.




Tenneco West markets aggressively to the consumer
as a national advertiser to build strong demand for
ouralmonds, dates, raisins and pistachios. Our loyal
const.mers reach for Sun Giant products time after
time in retail outlets across North America.

Suri Giant has unique advantages over other
marketers of nuts and dried fruits. Consumers see
the neme not only on TV, in magazines and
newspapers, but, again and again, in different
secticns of the store. Attractive packages present
Sun Giant products in many convenient forms
and flavors.

Millions see the Sun Giant name at Disneyland
and Disney World, where ours ave the featured nuts
and dried fruits.

To our retallers we bring the benefits of a
sophisticated, integrated marketirg operation with
coordinated merchandising and the economies of
combined orders.

Our experienced manufacturing, marketing, sales
and distribution people have created a profitable,
rapidly growing business that is the leader or a
strong contender in all product categories in which
we compete.







House of AlImonds What began in our Paso Robles
plant as a nook where visitors could purchase
almonds in six flavors is today a growing and
prospering chain of retail operations for our many
products.

House of Aimonds mail-order enterprise
is already international. It has grown from a single
Christmas catalog to a full-fledged, year-round
enterprise. The catalog continually offers new gift

products and new packaging to attract new
customers.

House of Almonds specialty food and gift stores
have become very successful in major shopping
malls throughout the West. By bringing together
high-traffic locations and tested merchandising
discoveries, they represent an entirely new kind of
store. Bulk products in barrels, with free samples
offered by friendly sales people, stimulate sales
and lead shoppers to attractive displays of gift
items. Scheduled for major expansion in the
decade of the 19807, the new House of Alimonds
stores demonstrate Tenneco West's determination
and ability to open up huge new markets.
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LAND MANAGEMENT

The philosophy of Land Management is to develop
and utilize lands to produce the optimumi long-
term benefit to the company and the communities
that we serve. This philosophy has resulted in the
development of thousands of acres of highly
productive farmland and development of well -
planned urban community environments.

Planned Communities Stockdale, in Southwest
Bakersfield, is considered to be one of the country’s
most successful master-planned communities.
Predesigned residential areas are interspersed with
recreational, educational, commercial and
industrial sites. Through our master plan we are
serving the diverse needs of a growing community.

Ancther planned community is in Sierra Vista,
70 miles southeast of Tucson, Arizona. Here we are
developing a balanced, healthy environment of
residential, commercial and recreational facilities,
designed to meet people’s needs while preserving
the beauty of the Arizona landscape.

Agricultural Development and Leasing Most of
our farm and grazing land is leased to independent
farmers and ranchers; the rest is operated by
Tenneco West. These lands are developed and
improved to provide the most efficient operations
and maximum production from resources, for the
present and in the future.
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* PAKISTAN SHIPPING CORPORATION RUNS REFRIGERATED SERVICE

BETWEEN ‘KARACH! TO KUWALT AND DUBA| (+) CONTAINER
MEASURING 20 X 8 X 8 {TWENTY BY E|GHT BY EJGHT) ARE
CHARGED AT U,S. DOLLAR 1430 PER BOX,

REGARD NG ourTrA/xAnAcuq ‘RAYL FREIGHT RATE PLEASE
NGTE GOODS BOGIES BOT AFTALHED TO MAIL AND EXPRESS

4TRAlﬂQ BUT. ATTA”HED TG PASSEMNGER TRAINQ ‘AND TAKE FOUR

DAYS TG REACH KARACHI() 4TS FREIGKT GHARGES FROM
QUETTA TO KARACHI ARE $,4010/RPT RS,4010 (.),
FREIGNT OF MAIL TRAIN BRAKEVAN S RS.33.40

PER 50 ¥G (.) BIG VOLUME ITEMS ARE CHARGED AS

ONE CUBIC FT, £QUAL TC § KB, FREIGHT OF REGULAR
GOODS TRAJN/ONE 30GIE 4 WHEELER). FROM QUETTA TO
KARACHI" 1§" RS, 1280 |F PAYMENT MeDT AT QUETTA AND

RS,1345 IF PAYMENT MADE AT KARACKI, °

BEST REGARDS. ,
' ' SHAFIG $IDDIQ

BEST AVAILABLE DOCUMENT
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TWI A BAK
9618 ADBP FPK

TWI A BAK
K

FROM: SHAFI@ ISMAIL SIDDIQI
DIRECTOR (PUBLIC RELATIONS)
AGRI.DEV.BANK OF PAKISTAN
HEAD OFFICE ISLAMABAD

TELEX NO.5618 ADBP PK Coen .. : f
103 WZN :

MR. J.L. HEATH

5418 ADEF PK 4/’*0*% G/LCZLL\/
TWI A BAK YA Y /

FROM: SHAFIQ ISMAIL SIDDIQI
DIRECTOR (PUBLIC RELATIONS)
AGRI.DEV.BANK OF FAKISTAN
HEAD OFFICE ISLAMABAD
TELEX NO.S5418 ADBF PK

T0: MR. J.L. HEATH
TENNECO UEST INC

REF YOUR TELEX DTD NINETEENTH OCTOBER (.) MESSAGE
RECEIVED FROM NATIONAL SHIFPING CORPORATION IS REFREODUCED
RELOVY:

QOTE EXFPORT OF FRESH FRUITS VEGETABLE T0 DUBAI/KUWT FRATES
FOR REFRIGERATED CGO USD 10 PE TON(.) DUR VSL ZIARAT HAS
REFER CAPAIT “ CAFACITY OF 25369 CFT AND CAN MAINTAIN

RERD TEMERATURE WITHOUT ANY PROBLEM (.) NESIDE REFER

USL HAS 45015 CFT FOR CARRYING GENEGO AND ONIONS (.) VUSL

1S RPR AND REQUIRE ONE MONTHS NOTICE BEFORE UWE CAN ACCEPT
ANY OTHER DLLQ‘Légg\TYPE A BTY OF CG0 REQUIRED TO SHIP REDS
UNQUOTE VLS /CONF DELIVERY OF MATERIAL ALREADY SENT(.)
REGARDS. —

S.I. SIDDIAUI

~
~
~
~

N SOS& ¢ = 5.
TUI & BAK /,_,/‘r’ ’3')’5, .
&f»/c"( !/ﬁ‘,-/'(.l: 2;‘- ‘h/'ll":‘ \"4"( 7;"/
HAVE U RECVD OK

0644 10726
PLS REFLY VIA TRT

25710783 04:16 30
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oerv.
TLX

ARTTIN:

20, 1683
10,202
L.

MR. J.

THS YR TLX OCT.

1T WAE

HEATH - AGRCULTURAL ANALYST

19.

TALKING TO U ON PHONE.

FCR COLD STOKA

GE:

CERTAINLY A PLEASURE MEETING TRACY FAFRK,

136

ED MODRES AWD

PLEASED TO FUKRNISH REFLY YR QUeSTIONS

A. FOF BEST INSULATIGN AVAILABLE THERMOFORE CORKSKHEET. ALTERNATIVE
PFESENTLY NOT AVAILABLE.
F. FRESTRESSED CGNCRETE SLARS NOT READILY AVAILAELE., THERE IS 4
MaNUFAZTURER AREA AND PRESENTLY MARKETING STANDARL SIZES
& FT x 4 FT UFTO S0 FT. YR DESIRED SIZE Ceén BE MANUFACTURED.
C. LUMEER SIZE 27 X 477 OF 277 X é°7 AVAILABLE, thaﬁniLY FRICES
RRE FRK RUFELS 200/- CULFT., $+/22& K zﬂkhA,va/
I, FLYWODL 27477 SIIE AVAILAPLY IMFCRTEN,., FRICES ARE Fal FUFPEES
3540/~ EACH SHEET OF & FT /7 4 FT., T 2&. #2
E. EURCTHERE NOT ALWAYS AVAILABLE &ND NOT IMFORTED.
F. FILD STEEL BAR 374 - A&VAILABLE AT RATE FAK RUPEES S00C FER TON.
6. CEMENT AVAILAELE FAK RUFEES 1360 FER TOM. *ﬁ‘?ﬁi”///2:106§¢
H., LAFOUUF (055
(1) NGN SKILLED - RUFEE 40/- PEFR DAY '$.§,°§
(2) MARSZON - RUFEE 100/- FER LAY 7. &L
(3) CARFENTER - RUFEE 100/- FER DAY
(4) SUB-ENGR}NEERS - FFOMs RUFEE 2000/7 TO S0Q00/~- FZR MONTH
(EXFERIENCED)
(S) GUALITIED ENGINEER - RUFEE_5000/- TD 10 000/— FER MONTH
: F3y7.% 75
I. ROOF MATERIAL ROGCF FELT AND FLASTIC BITUMEN UITH THERMOFORE
AVAILAELE.
J. GOOL EXFERIENCED CONTRACTOR IN COLD STOFAGE ALSG AVEILAELE
M/5 PROGRESSIVE WAYS LTD On LABDUR CHARGES EASIS.
- SINCERELY HOFE RAVE ANSWERED ALL YR QUESTIONS. FiLS SIND COF7Y
THIS TLX 70 TRACY.
Wi7w BREST FEEION RELARTDE
HuSmih NASSER
ResalING DIRDOTON
FLL (FRbISTen. Lii
Te] A BAK

BEST AVAILABLE DOCUMENT

~ .

~
-



UYWL FWIte

. INC.
CHEMICAL ANAL ys,s LA Cl A I D | :S FOUNDED IN 1949 %
J.J. EGLIN, REG. CHEM. ENGR. 3
PETROLEUM 3016 UNIONAVE.  BAKERSFIELD, CALIFORNIA 83305  PHONE 325-7475 =
(o)
b
J L Heath Agriculture Analyst § Consultant Date Reported: 9/1/83
P. 0. Box 906 Date Received: 8/25/83
Submitted By: Bakersfield, California 93302 Laboratory No.: 9404
o Saf'd ;:'_"Ce “ % of Total Solu;e Cations ;‘méalllcium”‘ ] '(’;;")(':Ubr': Nutrients Boron DTPA
. . i i . equiremen (V] — '
Sample Description Paste | S8turation | wiimnos/ in Saturated Soil Extract ((?ypsum) ESP | (Limestone) Parts Per Million S?;fg E;:nl::e
No. pHs % CM at 25° (Ca) (Mg) GR CaCO3 Nirate | Phos. | Potash | S21% opm
% % T/A6" | ppm N P K :
#1 |Quetta 28 17B 8.1 36 44 16 none 2.47 165,900 |(-) 3 2 120 0.6 0.3
#2 [Quetta 29 30B 8.1 50 43 12 none 3.31 187,400 [(-) 3 4 260 0.4
#3 32 28B 8.0 44 50 11 none 2.20 055,400 |((-) 3 8 210 . 0.4
#4 |Loralai 41 8.2 39 1. 43 14 none 2.97 170,100 3 2 130 0.2
#5 48 28B 7.9 35 38 18 none 3.08 | 94,300 3 3 60 0.6 0.4
-
&
(-) refers to "less thaT" Other %
Constituents #1 #2 #3 #4 #5 =
=~
B C LABORATORIES, INC. Chloride, C1, epm 2.4 3.3 1.2 2.4 1.8 ;
I 4 /. Iron, ppm 14.0 8.0 10.4 14.4 17.6 >
BY R ‘ g
& Ikl Copper, ppm 0.9 1.8 1.9 1.4 1.5 2
i
Manganese, ppm 20.4 30.4 26.0 14.4 32.0 %)
kc S
-
w
10 - 15 Possible permeability problems with
ESP(est) Exchangeable Sodium Percentage, uummd—-l Below 10 Generaily no permeability problem due clay loams and clays (SP above 50). &
A cl imation of the degree the soi ium. ) i iti p
ex;hoa?wegeapcporr%‘pl:‘x isn s(;turated with sodium. L?ggsd «:\r:y :,?:: ;’:ar, Zﬁ?:‘uar?éggsg;gw Above 15  Permeabllity problems'are fikely on all
Exchangeable sodium has two effects: (1) 10. Tff:',s?_‘,': ﬁlf‘r—\fasﬂt‘;‘lfzxgiitlgssqm

permeability, (2) toxicity to sensitive crops.



APPENDIX
ASMCN TWE

J. L. Heath
P. 0. Box 906
Bakersfield, California 93302

Marked: Water Sample

Trrigation

Salinity, EC x 10° (Mmbhos /cm) @23°¢
Below 0.5 Very low solt cantent, may couse permeobility problems.

Below 0.75 Llow salinity hazard - sat. for most crops.
0.75- 1.5 Medium salinity hozard - sat. for moderotely salt tolerant crops.

1.5 - 3.0 High salinity hazard - sat. for highly salt tolerant crops.

Over 3.0 Very high salinity hozard - generally umvitable for continual use
except under fovoroble conditions of soil, climate, toleronce of
crop and necessary leaching.

NOTE: This interpretation of EC assumes that 10-20% of the total water opplied

passes through and below the root zone. ln most coses desp parcolation
losses will satisfy this leaching requirement for the yswal crops of the oreo.

Salinity
EC Mmhos /em = 0.93

Boron, ppm
Below 0.5 Satisfactory for ail crops.

0.5-1.0 Satisfactory for most crops; sensitive crops moy show injury - leaf
injury, but yields mey not be offected.

1.0-2.0 Sotisfactory for semi-tolerant crops. Semsitive crops usually re-
duced in yield and vigor.

2.0-4.0 Only toleront crops produce satisfactory yialds.

Boron, (B)= 0.38 ppm

LABORATORY ANALYSIS - Water

LABORATORIES, INC.

4100 PIERCE ROAD, 93308

138

BAKERSFIELD, CALIFORNIA 93308 PHONE 327-491

Date Reported: 9/2/83
Date Received: 8/25/83
Laboratory No.: 9403

WATER ANALYSIS

CMOf‘d‘, .xpr‘“.d as @PM.  Frit crops in general and many

wood arnamentols are chloride sensitive.
Below 2 Satisfactory for all crops.
2-10 Range ossocioted with leaf burn on chloride sensitive crops.
Above 10 Generolly unsatisfactory for chloride sensitive crops.

CAUTION: Under high rotes of evaporation water with 3 epm chioride hos
caused leaf burn on sensitive tree crops.

CHLORIDE (C=1.46 .pmj

SAR 50dium Adsorption Ratio. A calculated valve used to estimate the ex-
changeable sodium percentage {ESP) of o soil after lang term use of the woter.

SAR ESP
(Water) (Soil)

Belaw 4 Below 10 No soil permeability problem due to sodium,

6-9 10-15 Possible permeability problems with fine textured soils
(saturation percentage above 50).

Above 9 Above 15 Permeability problems likely on all mineral soils with
possible exception of very coarse textured soils (satu-
ration percentage below 20).

NOTE: Permeability problems are more probable at o given SAR with waters of
low salinity than ot high solinity .

*SAR of Water= 4 68
ESP of Soil = 1.7¢ | PHc** = 7.14

(for treating "Residual Sodium Carbongte ")

Gypsum Requirement = ... Lbs. 100% Gyp./Mr./100 Gal. 'min.

Total Hardness as CaCO;

281.4 (16.4 gr/gal)

—
Constituents PPM (parts per million) |
Calcium, (Ca) 73, Nitrate, (NO; ) 1.3 Carbonates, (CO, ) 0.
Magnesium, (Mg) 24. Nitrate, (N) 0.3 Bicarbonates, (HCO,; )  295.
Sodium, (Na) 80. Chlorides, (Cl) 51.7
pH 6.6 Sulphates, (SO, ) 139.

Total Dissolved Solids  675.

* Adjusted SAR.

** Values of pHc above 8.4 indicate tendency to
dissolve lime from soil through which the water
moves; values below 8.4 indicate tendency to

precipitate lime from waters applied.

B C LABORATORIES




ANALYSIS OF APPLE LEAVES, TERMINAL SIX INCHES
SARIAB HORTICULTURAL FIELD STATION, JuLY 1983

TOTAL:

Nitrogen (N) % 2
Phosphorus (P) % 0
Potassium (K) % 3
Calcium (Ca) % 1
Magnesium (Mg) % 0
Boron (B) PPM 172,
Iron (Fe) PPM 340.
Manganese (Mn) PPM 120,
Copper (Cu) PPM 16.
Zinc (Zn) PPM 16.
Sodium (Na) % 0.
Chloride (Cl) % 0.

Molybdenum (Mo) PPM
Lithium (Li) PPM
Sulfur (S) %

B C LABORATORIES, INC.

Leaf #1

.05
.24
.50
.16
.60

Status
Adequate range 2.0 - 2.5
" " 0.12 - 0.39
" " 1.30 - 3.10
" " 1.13 - 1.48

High, but not toxic

High, may be toxic#*
Toxic over 259 ppm

High, but within growing range

Adequate range
Adequate

No problem

No problem

Reference

Beutel

Walrath and Smith
Boyton and Burrell
Emmert

Beutell et al.

Beutell

Adams et al.

Epstein and Lilleland
Kenworthy et al.
Beutell et al.

* The source of excessive Boron is not clear. Quetta

water analysis shows 0.38 ppm B, Of the five soil sam-
ples from Sariab Horticultural Field Station only sample
#2 showed Boron above 1 ppm.

XTIAN3IddV

saaea] aTddy - SISATYNV XA30IVMOgV1
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LABORATORY ANALYSIS - Tissue Analysis Values, General

APPENDIX

Check Your Own Crilical Leaf Mineral Lovels for Fruit and Nut Treas”

{July Samples)

% Nitregan (1) % Potassium (3) %wMg %Ca % Cl % Na Seren (ppm) n (ppwm)
Def.cient Def. Adeq. Adeguate Excess (4) Dot Excoes Oet.
Below Adeguate Below Over Over Over Ovet Over Selew Adsq. Qver Below
Almonds ........... ..... 1.9 2.0-25 1.0 14 0.25 20 0.3 0.25 25 30-65 85 135
Apples ... ... ... .. .. .... 19 20-24 1.0 1.2 0.25 1.0 0.3 - 20 25-70 100 14
Apricots (ship) .......... 18 2.0-25 20 25 —_ 20 0.2 0.1 15 20-70 90 12
Apricots (can)®d . ... 20  25-30 20 25 — 2.0 02 01 15  20-70 90 12
Cherries (sweet) ... ...... — 2.4-30 0.9 — p— — — — 20 _— — 12
FIgS ... oo 1.7 2.0-25 0.7 10 —_ 3.0 —_ — — _— 300 —_
Olives . ................. 14 1.5-2.0 0.4 0.8 0.10 1.0 0.5 0.2 14 19-150 185 —
Nectarines & )
treestone peaches ... ... 23 2.4-33 10 1.2 0.25 1.0 03 0.2 18 20-80 100 15
Peaches (cling) ... .... ... 24 2.6-35 1.0 1.2 0.25 10 03 0.2 18 20-80 100 135
Pears ... .. .. .......... 2.2 23-28 0.7 1.0 0.25 1.0 03 0.25 15 21-70 80 15
Plums (Japanese) .. .. ... —_ 2.3-28 1.0 1.1 0.25 1.0 0.3 0.2 25 30-60 80 135
Prunes ... .. ... . .. ... .. —_ 2.3-28 1.0 13 0.25 1.0 03 0.2 25 30-80 100 15
Walnuts . ............... 21 2.2-3.2 09 1.2 03 1.0 03 0.1 20 36-200 300 15

Adequate levels for all fruit and nut crops: Phosphorus is 0.1-0.3% ; Copper, over 4 ppm; Manganese, over 20 ppm.

(1 Leaves are from spurs (fruiting & non-fruiting) on spur bearing trees, fully expanded basal shoot leaves on peaches & clives, and terminal leaf-

let on walnut.
{2) c

% Nitrogen in August and September samples can be 0.2-0.39 lower than July samples and still be equivalent. Nitrogen levels higher than
underhined va'ues will adversely affect fruit quality and tree growth. Maximum nitrogen for Blenheims should be 3.0<¢ and Tiltons 3.5%.

1 K levels between deticient and aderuate are considered “low" and may cause reduced fruit sizes in some years. Potash applications recommend-
ed for deficient orchards but only test applications for “low” K orchards.

1. Excess Na or Cl causes reduced growth at levels shown. Leaf burn may or may not occur when levels are higher. Confirm salinily problems

with soil or root samples.

—James A. Beutel, Extension pomologist,

University of California, Davis.

CALIFORNIA FARMER, Jaswary 14, 1971
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‘Tissue Analysis Valu

es Useful in Indicating Nutrient Status

*

Range in dry matter unless otherwise indicated

Ele- Type of Tissue Age. stage, condition | - feference!
Common and Variety ment culture sampled or date of sample® Bhowing defi- Low Intermediate High Showing toxic-
scientific names® (when stated) ciency aymptoms range range* range ity symploma
Angelica 8r
{Angpelice sylvestrie) ppm. | Field Tops In fruit 14.00 Bowen and Dymond (1958)
Apple As Field Fruit Mature 0.36 Jadin and Astruc (1913)
(Malus app.) ppm. —
Field Fruit Mature 007-0.19 von Felleaberg (1920)
Field Fruit Mature 0.30-0.70 Shtenberg (1941)
Ba Field Fruit Mature 3.00 Robinson ¢¢ al. (1917)
ppm.
Field Leavea | Mature 85 .00 Bradlord (unpublished)
B Field Leaves v.00-11.00 17.00-18.00 Askew (1938)
ppm. - R S . —
Field Leaves | . ... 15.00-20 .00 25 00-34.00 Askew and Chittenden (1938)
Field Leaves 4.80-6 80 10 80-18.20 McLurty et al. (1938)
Field Leaves 10.20-18 00 13.30-28 .00 Woudbridge (1937)
Field Leaves 4.80-16 10 10.80-24 70 Wndbridge (1937)
Ca From terminal ends,
% Leaves July-August s 072 Walince (1939, 1940)
...... Leaves 0 56 1.10 Wallace (1951)
Field Leaves 1.13-1.48 ‘Emmert (1958)
Field leaves Mauture 1.40 Kenworthy (1981)
Field Lenves Lute July and early August 1.28 Eggert (1957)s
Sand Lenves 0.60 Shibukawa of al. (1088)s
Delicious Cl 02
% (growth
Slop Leaves Mauy 0 0t depression) Dilley et of. (1958)
Cu Field Lesves | Uppermust four 1 00-4 00 3 20-12 00 Dunne {1938)
ppm. ——— e — | - - — e B e —
Fielll 2 00-2.50 5 10-6.00 Bould ot al. (1950}
Field lLesven 23.00 Kenworthy (1981)
Field leaves <5.00 Beuld et al. (1984)
Field Leaves | ... .. 1.00-3.60 8 50-12.00 Lai and Subba Rao (1933)
Field leaves | ... . .. <4.00 Teakle (1942}

* Source:

BEST AVAILABLE DOCUMENT

Diagnostic Criteria for Plants and Soils,

Homer D. Chapman, Editor
University of California, Riverside

sa1ddy ‘santep sysATeruy angsyl - SASATYNY XHOLRHOEYT - XIQNIdd¥
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Apple
(Continued)

MclIntosh

ppm.

Exprsed to
1.5ppb. of F| Leavea | Nol specified 35 0)-48 00 72 00-234 00 | Adams et ol (195
Exposed 1o
5.0 pph. of F | Lonves Not apecified 37 00 7% 00-258 00 | Adwrna et al. (1957
Expemed to
10.0 ppb. of F| Lenves Not apecihed 142 00 194 00 | Adams et of. (193D
Hefore nnd
after expos-
ure to HF gun| Lenvens Not apecified 24 00 50 00 Crifin and Nayvies (1952
Sand foaves June-July U 083 0 DNy U1t o il Wallace (18200
Leader
tip February March,
Field leaves K. Hemiaphere Q170 3R ¢ 320 7% Kidson et al. (19402
Older
Tender I'ehruary Mareh,
Field leaves K. Hemiaphiere 0 05-0 (7 0 2045 Kidaon et of. (1940)
July-8Septerber, near hase
Field 1enven of termiinal shoots 005019 0 1s-g 29 Wallace (19400)
Older July, eurrent sensnn’s
Field lenves shoots . 013-0 18 R 0 1-019 Wallaee (19408)
Field leaves July, median shnota 0.02-0 33 0 21-0 83 flovnton ef gl. (1943)
Field loaves Late July und August 038 Eggert (1957)a
Sund sLenves 0 20-0 29 Shibukawn et al. (1958)¢
Midsummer, median
Field Leaves ahnots 007019 [ Boynton ef of. (1943)
Snil Leaves July 0 23-0 47 0 64-1 12 Bouthwick (1943}
Field Lenves | Auguat, from niid-shoot 009023 0 2)-0 35 SBouthwick (1943)
Sand Leaves | June-September 0 08-0 20 016072 Boynton and Burrell (1944)
Field 1eaves | July-October 0 14-0.18 0 100 28 Goodsil (1948)
Field Leaves | July-Septetsber 0.05-0 23 0 20-0 28 Nicholas and Jones (1944)
Field Leaves August, from mid-shoot 0 08-0.20 0 11-0.27 Boynton (1948)
Shoat.
Sand hark December-January 0.088 0.160.20 Wallace (1930)
Shoot
Sand wood December-January 0.042 0 07-0.08 Wallace (1930)
Trunk
Sand bark December 0.085-0.067 0.18-0 19 Wallsce (1930)
Trunk
Sund wood | December 0 012-0 017 0 030 0 “ Wallace (1830)

831ddy ‘sanyep sTsATeuy anssil - SISATYNY AMOLWVIOHYT - XIANAJIJY
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Plant Range in dry matter uniess otherwise 1ndirnted ‘
B Ele- Type of Tissue Age, stage, condition T -_'-' | Y T T Ty T T Helvrence!
Common snd Variety ment culture sampled or date of sumplet Showing defi- Low Intermediate 1igh Showing toxae-!
scientific names (when stated) clency ayiuptons range range® mnge iy aymptiane !
Apple Mg Stemns
(Continued) b and !
(cont.}! Sand pe(iolu June-July Q120 18 .. Q. l'l 033 .. ‘ Willace (wm;
i Vield 'Pu\"! September 0.12-0 20 . (l ’I [t} l“ .. ] W nlLu aed |} hlu r (1057
August, miiddle leaf of cur-
rent scason's terminal
Field Leaves growth <t 20 . >0.21 T lqlner ot ol (1987)
Field Leaves | At base of now shoots 0.12 . 02 T ] tancret c9shs
Field l.ouves Veith sy mptoms 0.01-0 0§ i L .. - ' Mulder (lll‘ln
JSR U N O, R e e )
Heaithy, from trees with
Field lLeaves synptoms Mulider <1050)
Healthy, from henlthy l
Field Leaves trees . 0 14-0 15 1 Mulider (l'l'ﬂ)
Healthy, from healthy !
trees in Mg-deficient i
. Field Leaves orchard e . 0130 20 .. .. Mulder 1195
With aymptoma, feou Mg- 1
Field lraves deficient nrclmnl 01300 145 | | Mul l-r (1950,
I'rom twig I)vurlm( froit }
on henlthy tree in Mg- ‘
Field lauves deflicient orchard . 0108 R Mulder (1184
Field lenves P, 0 050.18 . 0.20-0 56 . } “Mn"ll’l'll(‘ (I'JS.'D)
Field Tenves Mid-shoot (Augast) L 024 ... . ] Inaert (IQ.'S.S}I
Lenves | ... . <0.20 - . | fovnton cud Paeel (288
Mn Leuves 15 00 . 10 00 , | , | Nicholas 1918,
ppm. - - 41— —— B el e et - ——— B
i 55 00125 00 | i Epatein anid Liltehond (1642,
Control | Leaves o L H0-2 o0 ’ 33 00 ' : Woteg b 1435
! fet e et e e e [ e e E——— e e - = ————— e e e e — R —— et - e
Field : Lenvea July 2.00-1R 00 . ! 25 00-50 {0 ; | . | “wtlfl’up]'ll‘l 1!“6)
e [ e e e B —
‘ ‘ l | ' y uulhn-lgr anel Melary
U trield ‘ Leaves o 11 00 . bomw ! I est
O 00 U U UV PRI, PSRRI, USSP, - [ — P AN — ..
]i Field | Leaves ‘ e 17 00 i 21 00 | ! I.mmun et al. (1951)
Rome RBeauty | Mo I | \hnv« ny \Iu |lohcu-nl‘\ | ! Firnnnddez and (,'Iul:ler'
i pom. | Solution \ Fenves and no defirieney 0 6§ ¢ e [UBT' I ’ LIndb e

BEST AVAILABLE DOCUMENT

AT
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Apple ] clntosh N July (niedian shoot posi-
(Cuontinued) | % Field Leaven tion) 1 Ro 210 1oy nton and Cain (1942)
| \hln!ueh Field Leaves July 1.85 2 1-2 97 | [foynton and Burrell (1914
% Sluvmnn IField Lenvea July -August (medinn) <1.48 I 50-1 65 1 65-~1 80 >1 8 | \\uml(r L1946)
S — —— | e B O e | R -
© Melntewh Field Teuves ‘ July (mmedinn) . 1 90-2 10 Hovnton et al. (1918)
Uield Leaves July (imedinn) 150 2 (H) llrnlh und Sreith (1988
Stuy taan Fiald Leaves | June (median) 2 58 | Sinith and Taylor (1952)
Leaves | July (inedian) 2 63 ‘ Smith and Taylor (1952)
Leaves August (inedian) 215 l SRwith and Taylor (1952)
Leaves Septeinber (inedian} 234 Smith and Taylor (1952)
Leaves Late July and August 2.40 Iggert (1957)s
Delictous Field lewvea | .. ... 2w | Shibukawns et of. (1950)¢
Sand Leavea 1.50-2 00 Nhibukaws ef al. (19508
Field Leuves 1.06 1.96-2.10 210238 2 38-2 94 Lalnttn and Fontans (1900)s
Field Leaves From midsumier shoots 1 85-2 00 Boynton and Comipton (1945)s
Third and fourth from . .
base of shoota (iate July- van ider Boon and Pouwer
Field (plots) | Leaves eurly August) 213 2.59 .. a60)e
Leaves Mid-ghoot; current sea-
plus son's growth (first 2
Field petioles weeks of August) 19 Ewmmert (1988)¢
Cox Orange 2 00-2 20 2 ﬂ\l
PCippin From mid-third region of foptimum (irmpaired
extension shoots yield and fruit color)
Field Leaves (August) fruit color) Bould and Jarrett (1962)8
P From tips of shoots (June-
% Field Leaves Seplember) 0.19-0.32 l‘mmert (195!)
Delicinus Field Leaves | 20 days afler bloom 028 an-rn rl nI {1953)
Field Leaves | 200 (lnys after blonm 010 ﬂnm-nl et al. (1053)
Field Leaves Harvest 021 Batjer et nl (1952)
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Zone District

Product

ZONE 3 - SEASONAL TONNAGE

Handled by the Marketing Organization, Metric Tons

Mktg. Peak Season Vol.
Tons Mo. Jan  Feb Mar Apr May Jun_ Jul Aug Sep Oct Nov  Dec
3 Khairpur Citrus 2,000 Nov. Nov-- Dec 1000 1000 1000
3 Khairpur Dates 1,000 Aug. Aug-- Sep 500 500 500
3 Sukkur Garlic 1,000 May May~=- Jun 500 500 500
TOTALS * 4000 500 500 500 500 1000 1000
Appendix 2. ZONE 4 - SEASONAL TONNAGE
Zone District Product FExport Peak Season Vol.
Tons Mo. Jan  Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
4 Multan Citrus 2,000 Nov. Nov—- Dec 275 1,000 1,000
4 Sibbi Apple 2,000 Oct. Aug-~ Oct 1000 665 670 665
4 Sibbi Apricot 250 June June 200 250
TOTALS 4250 250 . 665 670 665 1000 1000
ZONE 5 ~ SEASONAL TONNAGE
Handled by the Marketing Organization, Metric¢ Tons
i Mktg. Peak Season Vol.
Zone District  Product  MKL9. " Mo. Jan _Feb Mar_ Apr May Jun Jul Aug Sep Oct Nov Dec
o 500 500
5 loralai Apples 1,000  Oct. hug-- Sep 500 100 100 100
5  loralai Grapes 300 July Jul-- Sep 100 100 7¢
5 loralai Plums 175 July Jun-- Jul 85 135 135 130
5 Loralai Pomeqr . 400 Sep. Aug-- Oct 130
750 750
5  Panjgoor Dates 1,500 Aug. Aug—— Sep 500
500 500
5 Zhaob Apples 1,000 Oct. Aug-- Sep 500 . ;35 %
5 Zhob Crapes 700 July Jul-- Sep 230 - sS 2 2
5 Zhob Plums 175 July Jun—- Jul 8% - 85 85 80
5 zZhob pomeqr . 250 Sep. Aug-- Ot 80
[ - I -
TOTALS 5500 190 495 2305 2300 2

g 9%1
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MEMORANDUM

ON

TAXES, COKPORATE STRUCTURB
AND
LABOUR LBGISLATION
FOR

PROPOSED FRUIT PROCESSING AND MARKETING
PROJECT IN BALUCHISTAN PROVINCE

SURRIDGE & BEBCEERO
ADVOCATES & SOLICITORS
FINLAY HOUSB

I. I. CHUNDRIGAR ROAD
KARACHTIS-3

RARACHI
AUGUST 1983
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1.2

TAXES ON INCOME :

INCOMB TAX:
Payable on "total income" - at 30% of such income;
"total income"” means all income received accruing
or arising or deemed to have accrued, arisen or
been received in Pakistan in any income year

less allowable business expenditure (Bee Annexure

"A") (including depreciation) (See Annexure "B").

SUPBR TAX:

Payable on totsl income at 25% of such income.
REBATE:1n the case of a domestic company (a Pakistani
incorporated company) a rebate of 10% is allowed

"in respect of its income profits or gains which

are derived from processing freezing preserving and

canning of food vegetable fruit grain meat fish

and. poultry. Rebate means reduction of super tax to
15%.
COMMENT :

The extent to which this rebate can be claimed

~will deperd upon whether the activities of the

coupany fall within the activities stipulated
i.e. whether any "processing” or “preserving" takes

place.
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1.3

1.4
104.1.

EXPORT REBATE :

Where the total income of a domestic company
includes any profit or gains derived from
export of goods *manufactured” in Pakistan,
income tax and super tax, if any payable in

respect of such profits or gains shall be

reduced by an amount equal to fifty five

percent of the amount of income tax and super
tax, if any, attributable to the sale proceeds

of such goods,

COMMENT :

The availability of this rebate depends on
whether and to what extent it can be said that
the Company "manufactures" goods for export.
Ordinarily "manufacture" connotes the subjection

of goods or materials to a process which materially
chaﬁges its character.

BXEMPTION :

Profits and gains derived by an assessee from

‘an industrial undertaking set up between July 1,

1983 ani June 30, 1988 for a period of five
years beginning with the month in which the
undertaking is set up or commercial production
is commenced, whichever is later, are exempt

from income tax and super tax provided the
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industrial undertaking is :
(a) set up in the Province of Baluchistan
(b) owned and managed by a company formed
and registered under the Companies
Act, 1913 having its registered office
in Pakistan
(e) engaged in the setting up of a hotel or
in the manufacture of goods or materials

or the subjection of goods or materials

t0 such process.

1.4.2. COMMENT : ‘
The avallability of this exemption will depend
again upon the extent to which it can be said
that "goods" or "materials" (fruits) are subjected

to a "process” and the nature of that process.

1.5. GENBERAL COMMENT :
1.5.1 Exemptions from tax for five years is availabdble

in respect of the profits and gains derived from
poultry farming, fish catching, cattle or sheep
breeding, poultry processing dairy farming, fish-
farming and date processing by an industrial
undertaking set up anywhere in Pakistan between
18t July 1983 and 30th July 1988. A similar tax
holiday could in principle be extended to a

"fruit-processing and marketing industry" and the
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1.5-2

2.2

3.2

- 4 =

necessary application would have to be
made and the terms negotiated with the

Central Board of Revemue ("CBR").

Alternatively the CBR could be asked to confirm
that the undertaking of the Company would be an
industrial undertaking entitled to claim the

exemption specified in para 1.4 above.

SALBS TAX is payable on goods manufactured or
produced in Pakistan payable by the manufac-
turer or the producer or imported into Pakistan
payable by the importer (See 4 below).

No sales tax on goods sold for delivery outside
Pakistan (export).
No sales tax on fresh fruits -
(Item 46 of Notification No.7 of 27th June

1951 made under Section 7(1) of the Sales
Tax Act, 1951 added by Notification SRO 196 (R)/
65 dated 15th September 1965).

EXCISE DUTY

FEDERAL

Nil
FROVINCIAL
Nil
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‘o

4.1.1,

4.2

4.2.1%

CUSTOMS DUTY & SALSS TAX ON IMPORTS :

Customs Duty and sales tax is payable at
various rates depending upon the nature of
the item imported. Sales Tax is payable on
the duty-paid value of the goods. It is
therefore difficult to be precise without
knowing the exact nature of the item to be
imported. Por this purpose reference 1is

necespsary to the Custome Import Tariff.

MACHINERY and spare and component parts for
use in conjunction therewith falling within
certain headings of the Customs Import Tariff
are subject to a duty of 40% ad valorem.

(For the full text of the notification see

Annexure C).

Most types of agricultural and horticultural

machinery are free of Customs Duty.

PACKING MATERIALS; OFFICE BEQUIPMENT :

The rate of duty varies according to the
nature of the item. It is not possible to
advise preclisely without knowing exactly what
the {tems are.

GBENSHALLY SPBAKING :

152

Packing material made of paper of various types

apprcpriate for packaging of fruit are dutisble

at 100%€ plus 10% Sales Tax or, in some cases,

Rs. 4000 per tonne plus 10% Sales Tax.
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4.2.2.

4.3

4.4

4.5

153
- 6 -

Office equipment and data processing machines

are generally dutiable at 40> ad valorem plus

10% sales tax or 20% sales tax where the

equipment is electrically operated except

electric typewriters where the sales tax is

only 10%.

SURCHARGE :

A surcharge of 5% of the value of all goods
imported is levied as an additional customs

duty but the surcharge is not taken into account
for determining the‘duty-paid value for

purposes of sales tax.

BXRMPTION :

Exemptions from customs duty and sales tax

are available in respect of machinery ﬂfor
definition of Machinery see Annexure 'C') to

be installed in certain specified areas,
including the Province of Baluchistan. The

full text of these exemptiona is contained in
Annexures 'D' and 'B' respectively. ‘The

rFedersl Government also has power to exempt any
goods from the whole or any part of the surcharge

(See para 4.3).

Goods can only be imported under an Import

Licence or Permit depending upon the nature of
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4.6

- T :-
the financing for the machinery/goods.
A fee of 2% of ad valorem (C&F wvulue) of
the goods to be imported is payable to the
Chief Controller Importes & Exports for the
issuance of such a licence. Hormally no
exemption is available from this fee but
the Federal Government may by an order published
in the Official Gazette exempt any importer
from the payment of fee, If goods are
exempted from the payment of customs-duty by
the Federal Government, as a special case,

no import licence fee is payable.

AGRICULTURAL PRODUCE CESS :

A customs duty of one-half per cent of the value
(wholesale price) is levied upon the export of
certain agricultural produce (includiﬁg fruit).
The' Federal Government may exempt articles from

this cess.

OTHER_TAXES :

Octrecli ie a local government tax payable on the
importation into certain specified local
governwent areas (a dietrict, Municipal limits

of a town or city etc.) payable on goods intended
for szle consumption or manufacture within the

octroi limits,. Transit passes are available
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6.1

6.2

-: 8 :-

where goods are merely being imported into
the octroi limits for immediate re-export
therefrom. Depending upon the nature of
the activities carried on by the Compeny
this tax may be applicable,

CORPORATE STRUCTURE :

It will be necessary to incorporate a
company 1in Pakistan to carry out the joint
venture. The Company may be incorporated
either as a private ?ompany or as a publiec
company. A private company is one in which
the number of shareholders cannot exceed
fifty and which prohibits the issue of any
shares to the public.

A company whether private or public in which

'any foreigner is a shareholder will require

the approval of the Controller of Capital
Issues, ("CCI") Ministry of Finance, to the
issue of any capital by the Company. If the
issued capital is in excess of #.10,000,000
the CCI usually imposes a condition that the

Compeny will, if a private company, convert
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6.3

6.4

6.5

- 9 te

iteself into a public company and that shares
will be offered to the Pakistani Public and

government financial institutions such as the

N.I.T. This condition can however be the subject

of negotiation and could be waived.

wWe would therefore recommend that initially at
least the joint venture company be incorporated
a8 a private company. There is no limit on
the amount of authorised capital that the
Company can be authoriced to iassue by its

Memorandum and Articles of Association.

A private company is incorporated by three
persons subacribing their names to a Memorandum
of Association which sets out the objects for
wvhich the Company is incorporested. The
Articles of Association are the regulafions of
the Company a2nd constitute a contract between
the Company and its sharcholdere and each
shareholder inter se. The Memorandum and
Articles of Association must then be registered
with the Registrar of Companies who will issue
a Certificate of Incorporation, certifying that
the Compseny is in existence. The Company, if
incorporated as a private company may then

commence business,

The coets of incorporation are as follows :-
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6.6

6.7

4.
5.

Stamp duty on Memorandum &
Articles of Association.

Filing Fee Stamp Papers
Registration Fee :
If Authorized Capital is

ﬁ.

Printing Costs (approx)

100,000

500,000
1,000,000
1,500,000
2,000,000
3,000,000
4,000,000
5,000,000

10,000,000
20,000,000

Miscellaneous Expenses

Bs.

950.00
10C.00

ree,

500.00
1,300.00
2,300.00
2,550.00
2,800,00
3,300.00
3,800.00
4,300,00
6,800.00

11,800.00

2,000.00
15,000.00

Once the Company is in existence, negotiations

between the shareholders to establish the financial

and other bases of their relationship including

management of the Company, would result in a

Promotor's Agreement, including any amendments in

the Articles of the Company required to be made to

embody that Agreement.

A Technical Assistance Agreement setting out the

technica. assistance to be provided by TENNECO

to the Company could also be drawn up.

whereby ore company manages another for a fee based

on latter': turrover ("managing agency") are not

157
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6.8

6.8.1

6.8‘1.1

allowed by law.

GOVERNMENT PrRMISSIONS PROCEDURE.

Permission Letter from Ministry of Industries :

Application must be made to the Investment
Promotion Bureau, Ministry of Industries,
Government of Pakistan on FPorm IP-{ in 45 coples

accompanied by :

( a) the Feasibility Report.

( b)) the Promoters Agreement.

The application itself or the Promoters
Agreement or both must contain a financing plan
in clear terms and must show on the face of it
that the Promoters have planned sources of
sufficient funds for the Project. The debt

equity ratio should not normally exceed 3.5 : 1.

The IPB is a co-ordinating department and its

Job is to circulate the application and ite
enclosures to all interested Ministries, Depart-
ments snd Authorities for their comments.
Usually a month is given for comments and
thereafter IPB prepares a summary of the case
for the Central Investment Promotions

Committee (CIPCCOC).
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6.8.1.2

-t 12 :=-

CIPCCOC i8 a committee of about 25
officials chaeired by the Secretary, Ministry
of Industries, (Mr. Iqbgl Saeed) meets
approximately once a mohth in the last week of
the month either in Islamabad, Karachi or
Lahore. Bach member has a copy of the
application and enclosures. Advance notice
is usually given to the applicant of the date
and place of CIPCCOC's meeting and he is allowed
to, and should, atterd. The applicant 1is
called in when his case is considered and must
be prepared to answer questions on his applica-
tion. If he cannot give satisfactory answers,
the application will be deferred to a later

meeting if further information is required.

After the CIPCCOC's meeting, Minﬁtee of
the proceedings and decisions are prepared
and sent to IPB who drafts and issues the
detailed permission letter in the case of an
approved application. Permission Letters are
usually 1issued about one month of CIPCCOC's
meeting and could contain one or more unaccep-
table conditions which must then be amended by
negotiations with IPB. It ie not usually

necessary to go back to CIPCCOC for decision
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on an amendment although this could conceivably
happen, This procedure cannot usually be

completed in less than 3 months.

6.8.2 Consent Order of the Controller of
Capital Issues ("“CCI") ::

6.8.2.1 After receipt of the Permission Letter from
the IPB, application is made to the CCI for
corsent for the Company to iesue capital
(which includes Debentures as well as Shares and
specific consent is required for the issue of
Debentures).

The application {ollowa the form of a

questionnaire and is submitted with 6 copies

accompanied by :

(a) copies of the Permission Letter.
(b) copies of the Memorandum and Articles
of Association of the Company.

If the financial size of the project 1s very
large or the foreign equity is in a substantial
majority, the CCI will not decide the application
himself but will refer it to the CCI's Advisory
Committee, a body consisting of officers from
the Finance Ministry, the State Bank and the
financing institutions.

Applicants are not usually invited to attend
before this Committee but it can, as stated above,
impose a condition for the issue of shares to

the rublic and NIT and the basis of their
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6.8.3

608.3.1

6.8.3.2

allotment. After the application has been
considered, CCI issues his consent order
permitting the company to issue shares.
However, please note that the issue of shares
to foreigners also requifee specific approvel
of the Exchange Control Department of State
Bank of Pakistan.

State Bank's approval for the issue of shares
to the foreigners :

The permission letter of the Inveatment
Promotion Bureau usually requires that the equity
of foreign promoters will be utilised towards
payment for the importation of the plant and
machinery required to be imported for the Project.
Consequently permission will have to be sought
from the State Bank of Pakistan for the opemning
by the Cokpany of a foreign currency bank account
in which the foreign promoters' share subscription
monies can be paid. The monies in this account
may then be used to purchase the necessary

machinery by the Company.

I'he Bank in which the share subscription funds
have been paid in must then be aeked t0 isBue a
certificate certifying that the funds have been
deposited, and on production of that certificate
to the State Bank of Pakistan, the State Bank will
issue a letter authorising the Company to issue

shares to the foreign promoters to the extent of
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T7.1.2

the amount invested and certified by the

Company's bank.

LABOUR LEGISLATION :

Weet Pakistan Industrial & Commercial
EBmployment (Standing Orders) Ordinance 1968:

The West Pakistan Industrial & Commercial
Employment (Stending Orders) Ordinance 1968,
hereipafter referred to as the "Standing Orders
Ordinance" epplies to all industrial and
commercial establishments which employ 20 or

more workmen.

The Standing Orders provide for the minimum
working terms and conditions for service for the
workmen and no employer is permitted to reduce
the terms and conditions of service laid down in
the Standing Orders Ordinance. These terms can
hqwever be modified, altered or changed but that
bas to be done through the process of collective
bargaining with the workmen to provide more
favouradble working conditions and terms of
service to the workmen, Any agreement which
reduces the benefits accorded to the workmen
under the Standing Orders Urdinance would be

null and void to the extent of such reduction.
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s 16 -

The Standing Orders (Urdinance applies to
all categories of employees who fall
within the term "workman" as defined in
the Btanding Orders Ordinance.
"‘Workman' means any person employed
in any industrial or commercial
establishment to do any skilled or
unakilled, manual or clerical work
for hire or reward."
Generally speaking, all those employees who are
employed in clerical, manual, skilled or
unskilled capacities ‘or work, fall within the
term of 'workman' under the Standing Orders
Ordinance. It follows that employees working
in supervisory capacity or mainly as supervisors
or holding managerial positions would not fall
within the term 'workman' under the Sténding

Orders Ordinance.

The Standing Orders Ordinance provides for the
following benefits for the workmen:

Compulsory Group Insurance :

Under Standing Order 10-B the employer has
to get all his permanent workmen insured against
natural ceath, disability and aeath and injury

arising out of contingencies not covered by the

163

Workmens Compensation Act 1923 (See para 7.3 below).
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The employer is robponsible for the payment of

the premium for the insurance policy.

7.1.5.2 Bonus :

Under Standing Ordef 10~-C every employer
making profits in any year has to pay within
3 months of the close of that financial year,
bonus to all workmen who had put in service
for a continuous period of 90 days during the
bonus year. There is formula laid down for
the payment of bonus which is paid from the
profits of the company. Generally speaking
this profit bonus payable under Standing
Order 10-C is one month's salary as profit bonus.

7.1.5.3 Termination of employment :

The services of a permanent workman can be
terminated on one month's salary or one month's
notice in lieu of one month's salary. It is,
however, necessary to explicitly state the
reason of termination of service in the letter
of termination. If the reason is not stated,
the termination of service would become illegsal.
On the other hand if the reason stated amounts
to a reason of 'misconduct', the termination of
service would be illegal unless the workmen
concerned was issued with the show cause notice,
charge sheet, departmental enquiry held, second

show cause notice given and the misconduct being

mrmd-RYdaohord dn gann™ancra with the nracradnre
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laid down. (For details cof the procedure
for disciplinary action see para 7.1.5.4).

At the time of termination of service by
way of discharge on one month's salary or one
month's notice in lieu of one month's salary,
the employer has to give to the permanent
workman concerned gratuity at the rate of 20
days wages for every completed year of service
or any part thereof in excess of six months.
No gratuity is however payable where the employer
hes established a contributory provident furd.
General practice in most of the foreign comparies,
working in Pakistan, over a number of years is
to have provident fund scheme as well as gratuity
scheme, The rate and terms of gratuity scheme
however vary from company to company. It may
be noted that gratuity is not payable if the workman
concerned is dismissed for misconduct. Provident
Fund contribution is payable in all cases

including that of dismissal from service.

T.1.5.4 Termination for misconduct

The procedure prescribed for termination for
misconduct is as follows : |
a) A show cause notice is issued to the workman
properly describing the offence alleged
against the workmen and he should be given
at least 48 hours to submit his written

explanation.
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b) Upon receipt of the explanation, if the
employer are not satisfied with the
explanation, he should be directed to appear
before an Enquiry Officer. The name of
the Bnquiry Officer, the date, time and place
of enquiry together with the charges against
the worker should be duly notified in writing
to the workman. In the enquiry, the worker
should be allowed to be assisted by a fellow
worker of his own choice.

c) After the conclusion of the enquiry proceedings
and in case the Bnquiry Officer finds the worker
guilty of the misconduct, the employer has to
issue a second showcause notice to the worker
enclosing with it the findings of the Bnquiry
Cfficer. If the worker requests, he should bYe
furnished with copies of the entire record
of enquiry proceedings.

d) The worker should be givenm an opportunity of
persbnal hearing if he so requests and after
receipt of the explanaticn of the worker to
the second show cause notice, the employer can
proceed to dismiss the worker concerned.

It must however be noted that the enquiry

has to be conducted in a fair and impartial
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manner. The Bnquriry Officer himself
though an officer or manager of the

company must be an independent person.

7.1.9.5 Classification of workman :

The Standing Order classifies workers into
following categories :

i) Permanent - A permanent workman is a
workman who is employed on a work of
permanent nature likely to last more than 9
months and has satisfactorily completed a
probationary period of 3 months.

ii) Probationer - A irobationer is a workman who

is employed on probation for a period of 3
months. After satisfactory completion of
3 months probationary period he becomes a
permanent workman.

iii) Temporary - A temporary workman is a
workman who has been engaged for work which
is of an essentlially temporary nature likely
to be finished within a period not exceeding
9 months.

iv) Badli - 4 badli is a workman who is
appointed in place of a permahent workman or
a probationer who is temporarily absent.

Under the Standing Orders Ordinance all types of-

workmen as described above have to be given proper
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7.2

T.2.1

tickets, indicating the nature of their
employment. The Standing Orders Ordinance
also provides for lay-off for workmen due to
temporary curtailment of production, failure
of plant etc. The laé—off however has to be
for a definite and specified period of time.

West Pakistan Shops & nstablishments
Ordinance 1969 :

The West Pakistan Shops & Sstablishments
Ordinance 1969, hereinafter referred to as the
"Shops Ordinance" regulates the daily and
weekly working hours in commercial establishments.
This Ordinance would apply to staff employed
e.g€. 1n an office in Earachi. It lays down
that no adult worker shall be required to work
in any establishment in excess of 9 hours a day
and 48 hours a week. The period of work of an
adult worker has to be so arranged that
inclusive of the interval for rest or meal, it
shall not spread over more than 10 hours in
vinter and 11 hours in summer., An adult
worker must not be required or permitted to
work continuously for more than 6 hours unless
he has been allowed an interval for rest or
meals for not leee than an hour, In case an
adult worker is required to work in excess of 9
hours a day and 48 hours a week, he has to be

paid overtime wages at double the rate of his
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ordinary wages payable to the worker concerned.
The Shops Ordimance further lays down that
every worker shall be given annual/privilege
leave with full wages for a period of 14 days
after continuous employment for a period of 12
months. if the workman does not avail of the
privilege leave in any particular year, the
leave not avalled by him has to be added to

the leave for the succeeding period of 12
months. Total period of accumulation of
leave is 30 days. The workman has the option
to encash the privilege leave not availed by
him.

10 days casual leave has to be given to the
worker with full wages in a calendar year.
Casual leave ordinarily is not to be granted
for more than 3 days at a time. Casual leave
is not accumulable.

A workman is entitled to sick leave with full
wages for & total period of 8 days in every
year. Sick leave if not availed can be
carried forward. Total sick leave accumulable
is 16 days at any one time.

In addition to the annual/privilege leave,
casual leave and sick lsave, the workman is
entitled to 10 festivel holidays with full
wages in a year or ag allowed by the appropriate

Government.
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workmen's Compensation Act 1923 :

The Workmen's Compensation Act 1923,
hereinafter called the "Compensation Act"
provides for the payment of compemsation to
the workmen for death or injury by accident
suffered during the course of employment.

The Compensation Act applies however only to
those workmen whose salaries do not exceed

Rs. 1,000/~ per month. The Compensation Act
lays down a table of compensation which depends
upon the nature of the injury and the extent

of the disablement caused by the injury. The
amount of compensation has to be deposited with
the Commissioner under the Compensation Act

and the Commissioner then distributes the
compensation to the worker or his heirs; The
liability of the employer is restricted to the
extent of compensation as determined under the
Compensation Act; the maximum amount which could

be payable is Rs.21,000.

Provincial Employees Social
Security Ordinance 1965 :

the Provincial Employees Social Security
Ordinance, 1965, hereinafter referred to as the
"Social Security Ordinance" applies only to
those classes of establishments, commercial or
industrial, as specifically notified by the

Government in a Gazette Notification. Unless
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therefore the Government notifies a particular
company or establishment to be covered under
the Social Security Ordinance, no liability
attaches to the employer with regard to the
Social Security Ordinance. The Social
Security Ordinance provides benefits to workmen
or their dependents in the event of sickness,
maternity, employment injury or death and for
matters ancilliary thereto. The companies
who are notified under the Social Security
Ordinance have tc pay a specified contribution
to the Institution under the Social Security

Ordinance. The Employers contribution

(including a special tax for this purpose) does

not exceed six (6) percent of the daily wages

of the employee.

Industrial Kelations Ordinance 1969 :

The Industrial Relations Ordinance, 1969,
hereinafter referred to as the "IRO" deals with
the formation of trade unions, the regulation
of relations between employer and workmen,
the rights and privileges of trade unions, the
mode and machinery for raising of industrial
disputes, entering into collectively bargained
settlements and compulsory adjudication by

Labour Court anc the procedure and powers of

the wabour Courts and the right of appeal against

the cecisions of the Labour Courts.

171
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The IRO guarantees freedom of association to
the workmen. Persons who are employed in
managerial and administrative positions or as
supervisors or in a supervisory capacity,
and other persons concerned with the management
and the affairs of the company are excluded
from the category of ‘'workman'. In case of
supervisors, in order to place them beyond the
mischief of the IRO, their monthly salary should
be fixed at more than R.800/- per month. It
must however be remembered that the designation
or the salary 1s not the sole criterion but
more important factors are the nature and essence
of the duties and responsibilities of the

employees concerned.

It 1s unfair labour practice for an employer
to victimise any workman because of his being
é mexmber or office bearer in a trade union.
Nor can the employer cdiscriminate between
workman and workman on the basis of his belonging
to or not belonging to a trade union of workmen.
The employer also cannot take part in the

formation of a trade union of workmen.

The procedure for raising industrial disputes

is as follows :-
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A registered trade union of workmen
certified as Collective Bargaining

Agent by the Registrar of Trade Unions

can serve a notice under Section 26(1)

of IRO raising its charter of demands.

The employer has to commence negotiations
which can be extended by mutual consent.

If settlement is reached, it is duly
executed in the prescribed form. If
settlement is not reached, the Collective
Bargaining Agent of the workmen has to

give a 14 days notice of strike. Upon
receipt of the notice of strike the
Conciliation Officer of the appropriate
Government intervenes and commences
conciliation proceedings. If nb settlement
is reached he would suggest arbitration.
Erployers do not agree to arbitration. In
case parties do not agree for arbitration,
the Conciliation Officer has to issue a
certificate of failure. Thereupon the
Union can go on strike and remain on strike
for a period of 30 days before the Government
would prohidbit the strike and refer the
matter to the Labour Court for compulsory
ad judication. It is however open to the

Union not to go on strike at all but itself
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refer the matter to the Labour Court for

compulsory adjudication of ite demanda.

7.5.5. Under the Martial Law Regulations strikes

and lock-outs are banned.

7.5.6 The court has to adjudicate upon the demands
and give i1ts award which is appealable to
an Appellate Tribunal which is presided over
by an ex-judge of the High Court.

7.5.7 The law and courts in Pakistan attach
importance to the sanctity and the finality of
collectively bargained settlements. Any
demand or dispute raised in breach of a
collectively bargained settlement would be
illegal.

7.6 Employees old age benefit Act 1976.

7.6.1 The Employees' Uld Age Benefit Act 1976
applies to every industry or establishment
wherein ten or more persons are employed
directly or through any other person. Under
this Act all persons employed in the industry
or establishment must be insured compulsorily
ani contribution must be paid every month by
the employer to the Imstitution ("The
Bmployees 0ld Age Benefits Institution)
established unier the Bmployees 014 Age

Benefits Act in respect of every person in his

insurable employment at the rate of five per
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cent of his wages,

Companies Profits (Workers Participation) Act 1968:

Every company in which the number of
workers employed at any time during a year is
50 or more or whose paid up capital as on last
day of its accounting year is %.2,000,000 or
more or the value of the fixed assets of the
company (at cost) as on the last cay of the
accounting year is x.4,000,000 or more, nust
establish a workers Participation Fund as soon
as the accounts for the year are finalized but
not later than nine months after the close of
that year and pay five per cent of its profits
during such year into the PFund.

Employees cost of living (Relief) Act 1973 :

Bvery employer is liable to pay cost of living
gllowance to its employees at cifferent rates
as enforced from time to time by amendments
made in the Zmployees Cost of Living (Relief)
Act 1973, The cost of living allowances now

payable are as follows :-

1) k. 35/- payable to employees drawing
salary upto &.700/-, marginal
ad justment upto #.735/-.

2) . 50/= or 10% of wages, whichever is
more payable to employees
drawing wages upto i.1,000/-,

marginal adjustment upto Rs.1,100/-.
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3) Bs. 25/~ payable to all employees
without any wage limit.
4) . 40/- payable to all employees drawing

wages upto R.1,500/-.

All the above cost of living alloﬁancea
will be tfeated as part of wages for all
purposes of law including for the purposes of
gratuity, provident fund and contributions to
Social Security etc.

7.8.2 In addition to the above, a cost of living
allowance of Rs.40/- is also payable to all
employees drawing wages upto B.1,500/-. This
cost of living allowance of Rs.40/- will not be

treated as wages for any purposes.

7.8.3 Thus the minimum cost of living allowance
payable to any employee drawing wages upto Rs.500/-

is as follows :-

Rs. 35/-
ks. 50/-
k. 25/-
Rs. 40/-
is. 40/-

Total Rs.190/-

11th August, 1983 SURRIDGE & BRECHBNO
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busine ation does not

illegel business : . . ] '
18 not concerned with the taint of illegality in

sxempt its profifs from

The iltegality of a

23. Deductions : (1) In computing the income- under the head
~Income from business or profession’’, the following allowances and deduc-
tions shall be mads, namely | —

(/) any rent paid for the premises in which such business or profes-
sian is carried on ;

(7/§) any local rate, tax, charge or cess in respect of such premises. paid
to any local authority or Government, not being any tax payable
undaer this Ordinance ;

(fify amy amaiint peid on account of cusrent repaiss ta any such pre-,
mises or any machinery, plant, furniture or fittings used for pur-
poses of business or profession ;

{iv) any premium paid in respeet of insurance ageainst risk ef. damage.
or destructiorr to any building, machinery, plant, furpiture or
fittings, or stotks and stores used. for the purposes of business- or .
profession ;

(v) in respect of depreciation of any such building, machinery, plant,
furniture or fittings, being the property of the assessee, the allow-
ance admissible under the Third Scheduls ;

(vi) in respect of animals which have been used far the purposes of
the business or profession (otherwise than as stock-in-trade) and
have died or become permanently useiess for such purposes, the
difference between ths original cost to the assesses of the animafs
and the amaunt, if any, realised in respect of the carcases or
animals ;

(vif) any interest paid in respeet of capital borrawed far the. purpases
of the business or profession. ;

*[(vif-ag) any sum paid to a mogaraba or to a Participation Term Certifi-
cate holder for any funds borrowed for the purposes of the business
or profession ;]

**[(vi/-f) any sum paid or credited to any person maintaining a profit and
loss sharing account of deposit with a scheduled bank by way of
distributian of prafits by the said bank in respect of the said
account o deposit ;]

s*¢7(vi/-c) any sum paid by the House Building Finance Corporation
constituted under the House Building Finance Corporation Act,
1852 (XVIlI of 1952), to the State Bank of Pakistan (hereinafter
referred to as the ‘Bank’) as the share of the Bank in the profits
sarned by the sa:d Corporation on its investment in the property
made under a scheme of investment in property on partnership in
profit and loss, where such investment s provided by the Bank
under the House Building Finance Corporation (lssué and Re-
demptiom of Ceruficates) Requlations, 1982 ;]
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any sum paid to an employee as bonus or commission for services
rendered, wheate such sum would not have been payahle to him
as profits or dividend if it had not been paid as bomss or- com-

mission :

Provided that the amount of the bonus or commissiorr is of a reason-
able amount with reference to—

(7) the pay of the emnloyee and the conditions of his service ;

(b) the profits of the business or profession for the yees in question ;
and

(c) the general practice in similar business or professions ;

(/x) in respect of any special reserve created by such financial institu-

tions and for such purposes as may be approved by the Central
Board of Revenue for the purposes of this clause, the amount,
not exceeding ten per cent. of the total income including such

amount, carried to such reserve ;

Provided that no allowance under this clause shall be made where the

(x)

aggregate amount standing in such reserve exceeds the paid-up
capital of the institution ;

in respect of bad debts, such amount {(pot exceeding the amount-

actually writtan-off by the assessee) as may be determined by the
Income Tax Officer to be irrecoverable ;

(x/) any sum paid to a scientific research institute, polytechnic, callege

(xii)

(xh"i)
(xiv)

(xv)

(xv/i)

or other institution in Pakistan affilidted to any University or Board
of Education established or incorporated by, or under, any Federal
or Pravincial law, or recognised, aided or un by Govemment of
run by any local authority, to be used for scientific research or
technical training in Pakistan refated to the class of business car-
ried on by the assessee ;
any expenditure iaid out or expended on scientific research in
Pakistan related to the business carried on by the assessee ;
any expenditure laid out or expended on any educational institu-
tion or hospital in Pakistan established for the benefit of the em-
ploysees, their families and dependents ;
any expenditure laid out or expended on any institute in Pakistan
established far the training of industrial workers recognised, erded
or run by Government or run by any local authority ;
any expenditure laid out or expended on the training of any per-
n, being a citizen of Pakistan, in connection with a scheme
approved by the Central Board of Revenue for the purposes of
this clause ;
any sums pard on account of annusl membership subscription to
a registered trade organization within the meaning of the Trade
Organizations Ordinance, 1361 (XLV of 1961) .
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(xvii) any expenditure incurred by an assessee wholly and exclusively in
connection with his visit abroad as a member of .a trade delegation
sponsored by the Federal Government ;

(xviii) any expenditure (not being in the nature of capital expenditure or
personal expenses of the assesses) laid out or expended wholly and
exclusively for the purpose of such business or profession *%%°1:]

#+*+*Provided that, where a domestic company has, in any income year,
incwred any expenditure on sdvertisement or publicity outside Pakistan in
respect of such goods as may be specified by the Fedesal Government by
notifrcation it the official Gazette and as are exported in the said income year,
or on furnishing of sampies of such goods to & person outeide Pakistan, de--
duction in respect of the said expenditure allowable under this clause shal
be of a sum equai t0 one and one-third times the amount of actual expendi-
ture so incurred.}

Explanation : (a) the expression ‘“any expenditure’’, as used in clauses

(xtiy, (xrify and (xiv), includes expenditure in the nature of
capital expenditure ; and

(b) the expression ‘‘paid”’, as used in this section and Sections 18,

*exexx[ 1. 24 and 31, means actually paid or incurred according to
the method of accounting upon the basis of which the income is
computed.

{2) Where any such premises, building, machinery, plant, furniture or
fittings is or are not wholly used tor the purposes of the business or profes-
sion, any allowance or deduction admissible under this section shall be
restricted to the fair proportional part of the amount which would be allowable
if such premises, building, machinery, plam, furniture or fittings ware wholly
$0 used.

hg\Amendments :

;Ciayse (vii-aa) ins. by the Finance Ordinance, XXV of 1980.
*sClause (vii-b) ins. by the Finance Otdinance, XXIV of 1981,
***Clause (vii~¢) ins. by the Finance Ordinance, XII of 1982,
ss22Subs. for a fullstop by the Finance Ordinance, XXIV of 1981,
****2Droviso added, ibid>{w.e.f. assassment year 1982-83).
ses+e*+The figure 20", omitted by the Finance Ordinance, XXV of 1980.

COMMENTS

Ganeral principles : This section” exprassly provides for certain alicwanca.
Before dealing with the express allowanceds, it will be convenient to note ceftain
genearal principles regarding allowances and\ d\educnons permissible In computing
busin 1ss profits,

An item of loss incidental to husiness may be dedugted in computing *profits and
gains’’ even if 1t does not fall within any of the clauses of*this section, for the tax is on
“profits and gains’’ properly so cailed and computad on ordmm commercial pn'mples A
This is definitety established by the Privy Council case, C. /. T. v, Chitnavis.t where a

1. Bsnsidhar Onkarmsalv. C. 1 T.; 1849 1. 7. R. 247, 256.
551 A 250 297,61 T.C <53 ‘
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Deductions not admissible: Nothing contained in Section 23

shall be so construed as to authorise the allowance or deduction of—
(a) any sum paid on account of any cess, rate or tax levied on the

()

profits or gains of any business or profession or assessed as a
percentage, or otherwise on the basis of any such profits or
gains ;

any sum paid to a non-resident on account of interest, brokerage
or commission or any other sum chargeable under the pravisions
of this Ordinance, unless tax thereon has been paid or deducted
and pa:d under Section 50, as the case may be ;

(c) any sum paid to any person which is chargeatie under the head

(d)

(e)

**Salary ", unless tax thereon has been paid or deducted and paid
under Section 50, as the case may be ;
any sum paid, on account of interest, brokerage, commission,

salary, or other remuneration, by a fim or an association of per-
sons to any partner of the firm or any member of the association

of persons, as the case may be ;

any expenditure in the nature of head offica expenditure, in the
case of an assessee, being @ non-resident, in excess of such limits

as may be prescribed.

Exp/anation . As used in this clause, ‘’head effice- expenditure’’

(2)

(&)

means executive and general administration expenditure incurred
by the assessee outside Pakistan for the purposes of tite business
or profession, including expenditure incurred in respect of—

any rent, local rates and taxes (exchuding any foreign tax comes-
ponding to any tax leviable under this Ordinance), current repairs
or insurance against risks of damage or destruction of any pre-
mises outside Pakistan used for the purpases of the business or
profession ;

any'salary paid to an employee employed by the head office
outside Pakistan for the purposes of thebusiness or profession ;

(c¢) any travelling by such employee for the purposes of business or

(d)

profession ; and
such other matters connected with executive and general adminis-
tration as may be prescribed ;

(f) any allowance in respect of expenditure an entertainment in excess

(g}

(")

of such {imits and in contravention of such conditions as may be
prescribed ;

any sum paid to any provident fund, superannuation fund or
gratuity iund, not being a recognised providant fund, an approved
superannuation fund or an approved gratuity fund ;

any sum paid to any provident fund or other fund established for
the benefit of employees of the assessee, unless the assessee has
made effect:ve arrangements 1o secure that tax shall be deducted
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at source from any payments made from the_fund which are
chargeable to tax under the head ‘’Salary’’ ; or

) any expendituroincumd by an assessee on the. provision of per-
quisites *[, allowances]} or other benefits to any empioyee, in
excess of **[fifty] per cent. of his salary excluding pemersites
*+*[, allowances or other benefits] :

Provided that in the case of an employee whose contract of service has
been appraved.under clause (7) of the Secoad Schedule, this
clause shall not apply far a period of five years commencirg next

after the expiration of three years from the date of. his amival i

Pakistan.

Explanation : As used in this clause—

(/) '*salary’” meens remuneration or compensation for services ren-
dered, paid, or to be paid, at regular intervals, and includes dear-
ness or cost of living aliowance and bonus of commissian payable

to an employee in accordance with the tesms of his
as remuneration or compensation for services but does not include

the employer’s contribution to a recognised provident fund or an
approved superannuation or gratuity fund or any other sum which
does not anter into the computation for pensionary or retirement
benefrts ;

(i) "pe#qujsite", ‘*empioyee’’ and “empioyer’’ have tha same maan-
ing as in sub-section (2) of Section 16 ; and

(fify "*other benefits’” does not include empioyer's contribution to a
recognised provident fund or an approved supefannuation or
gratuity fund.

. Amendment :
~*Ins. by the Finance Ordinance, XXV of 1980.
Ibld for *‘thirty”” (w.e.f. the assessmant ysar 1381-82).

. COMMENTS

ead Office expenditure in the czse of non-rrsidents:
., being & non-resident, no allowance shall be made, in
e undes the head “income {rom business or profession”

'ture in the nature of Head Office expenditure referred
excess of the amount computed as hereundes,

Deduction of
(1) In the case of an 2
computing the income charg
in respect of so much of the
to in clause (&) of Section 24 as is
namely :(—

(a) an amount equal to the average d Office expenditure ; or

{b) the amount of so much of the expen re in the nature of Head Office expen-
diture incurred by the assesses as is att*butable to the business or professicn
of the assessse in Pakistan, whichever s Iow«

(2) For the purpose of sub-rule (1) **average Head Oﬂige expenditure”’ means,—

{a) in a case where any expenditure in the nature of Head O/ ce sxpenditure has
besn allcwad as a deduction in computing the mncome of 1ha assessee charge-
able under the head "Income from business or profession™ ‘im_respect of the
incoms years relevant to each of the three assassment ysars immediately pre-
ceding the reievant assessment yeas, ane-third f \he ag3 wists amount of the
expenditure so allowed ; and o
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THE THIRD SCHEDULE _
(See Saction 23)

RULES FOR THE COMPUTATION OF DEPRECIATION ALLOWANCE

1. Aliowances for d‘ptocu;ion (1) .Where, in any income-yess, any building,
inachinery, plant or tumiture awned by an assessee is used for purpeses of eny business
or profession carried oa by him_an sllowancs. for depresiatiorr shalﬂnmdumcomam--
ing the profity end guins of such business ot profession in°tha mennse hessinaiter
provided.

(2) Whers. any such building, machinery, plant or fumiture is not whotly used for
the purposes of the business or profession; the allowance under sub-sule (1) shall be
restricted to the.faiz proportional part of the amount which would be admissible if such
building, machinary, plant oz furnituce wess wholly so used:

(3) No aiowsnce under this qile shell be-wrade unless—
(o) l[atthouaw.otﬁrma .retum of - total income} such pamculars as may be

prescribed -and such; further information or documents as the income Tax
Ofticer may require, are furnished ; and

(b) - such bdilding; mactiinery, plant or fumiture has been so usad Ll (P |
during the'income yesr. -

2. Retes of depraciation allewsmce: (1) The stiowsnee onder rule 1 shalf
be computed 8t the rates. spacified in.the Tabie scmexad:hemto >

TABLE
Class of Description ‘ " Rate per Gont. of the'
asset : writterr down vaiue
1 2 3
BUILDING
I.  Building. (not otherwise specified) 6 (general-rate)
i. Factory or workshop (excluding godowns 3[and
Offices) 10
‘[II-A. Residential quarters for labour 10}
FURNITURE
1.  Furniture — 10
MACHINERY AND PLANT
IV. Machinery and plant (not otherwise specified) — 10 (general rate)
IV-A. Technical or professfonsl books — 20)

Subs. for certain words by the Finance Ordinance, XXIV of 1981.

Omitted by the Finance Ordinance, XXV of 1980.

Subs. by the Finance Ordinance. XXV of 1980 (w .e.f. assessment year 1981-82).
Ins. by the Finance Ordinance, XXV of 1980 (w.e.f. assessment year 1381-82).
Ins. by the Finance Ordinance, XXV of 1980 (w.e.f. assassment year 1981-82).

o WwN-
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1 , 2 3
V. Ships—
() New — 5

(/") Secand hand —
Age at the time of purchase :

(a) not more than ten years — 10
(b) more than ten years -— 20
Vi. Batteries, X-Ray and electrotherapeutic. apparatus
and accessorres . — 20
VIl. Machinery used in the production and exhibition of
ctnematograph filmrs — 20
Vill.  Motor-vehicles, all sorts —_ 20
IX. Aircraft, aercengines and aerial photographic
apparatus — 36
X. Moulds used in the manufacture of gitass or con-
crete pipes —_ 30

Xl. Below ground installations in mineral oii concerns 100

(2) The Centrai Board of Revenue may, from time to time, make, by notification in
the official Gazette, any amendment in the Table annexed ta sub~ule (1) modifying of
deteting any entry or adding any new entry:

(3) Notwithstanding anything contained in sub-rule-{ty or rule 3. in the case of.

any assessee or any class of assessees or any asset or class of assets, the Central Board
of Revenue may, by notification in the official Gazette. direct that depreciation allowance
shall be allowed at such rata or rates and i such manner as may be specrfred.

3. Extra depreciation atilowance for muitipte shift working: (1) v the

case of machinery and plant. to which the general rate applies, an extra depreciation
allowance, equal ta fifty per cent. of the allowance computed under sub-rule (1} of rule
2 shall be allowed on account of double shift working and hundred per cent. of such
allowance on account of tripfe shift working.

(2) The extra deprecivtion allowance under sub-rule-(1) shall be proportionate to
the number of days during which the double or triple shifts are worked, and, for the
purpose of computing this allowance, the normai working days throughout the year shall
be taken as three hundred.

(3) The provisions of sub-rules (2) and (3) of rule 1 shall, so far as may be, apply
10 this rule as they apply 10 the said rule.

4. Depreciation not to be allowed in cases where the cost of renewal or
replacemant is allowed : (1) Neotwithstanding anything contained in this Ordinznce,
no ailowance under rule 1 or rule 3 shalt be made in the case of any asset faling under the
description *Machinery and Plant’’ the normal useful life of which does not exceed one
year . but the cost of renewal or replacement thereof shall be allowed as a revenue ex-
penditure

5. Initial depreciation : (1) Where any building has been newly erected, or
any meachinery or plant has been installed, in Pakistan at any time between the first day
ot Juty, 1976 and the thirtieth day of June, *[1983) (both dates inciusive), further dep-
recranion ailowance in respact of the year of ejection or installation- of year in which such
building. machinery or piant is used by the assessee tor the fust ime fos the purposes of

3 Subs for 1980 by the Finance Ordinance, XXV of 138Q.
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544 Law & Practice of Income Tax [Third Sch.

his business or profession for the year in which commercial production is commenced,
whichever is the later, shall be allowed at the following rates. namely :—

Rates

(ay in the casa of residential building for industrial Twenty-hve percent. of the
labour the ersction of which is begun and written down value.
completed between the first day of July, 1979
and the thirtieth day of June, ![1983] (both
dates inclusive)

Expfanstion . The expression '‘residential build-
ing for nduswial labour” means building
canstructed for use as dwaelling housas by
workrmmen  and- other persons, employed on
monthly wages nov exceeding one thousand
rupees in an industrial undertaking which fui-
fils the conditions specified in clauses (2). (d)
and (e) of sub-section (2) of Section 48 or
any other industrial undertaking which is
approved by the Central Board of Revenue for
the pumposes of this rule.

(5) in the case of other building — Ten per cent. of the written
down value.

(c) in the case of machinery or plant (other than Twenty-five per cent. of

- ships or motor vehictes not plying for hire). the writtan’ down value

3and in tHh casa of an in-
dustzial undertaking caome
mencing commercial produc-
oo on or after the first day
of July, 1981, forty per cent.
of the writtan dmars vained.
3[{cc) in the case of machinery or plant (other Forty per cent. of the writ—
than ships or motor vehicles mot plying.for . ten down value,
hire), given on lease by the assessee, being a
scheduled bank or a financial institution, on
or after the first day of July, 1982.]
s[Explanation : As used in this clause, ‘“indus-
trial undertaking’’ has the same meaning as in
the First Schedule.]
{0) in the case of ships whose port of registry is Thirty per cent, of the writ-
in Pakistan, ten down value.

(2) Nothing contained in sub-rule (1) shall apply in the cass of—
(a) any road transport vehicle not plying for hira ; and
¢ (b) any machinery or plant which has previously been used in Pakistan.

3[(3) The provisions of sub-rules (2) and (3) of rule 1 shall, so far as may be, apply
to this rule as they apply to the said rule.]

Subs. for ~*1980"° by the Finance Ordinance. XXV of 1980.
ins. by the Finance Ordinance. XXIV of 1981,

Clause (cc) ins. by the Finance Ordinance, XIl of 1982.
Explanation ins. by the Firance Qrdinance. XXIV of 1981,

Sub-rule (3) was deemea 10 have been amended by S.R.0. 885(1)/79. dated
2-10-1879 for assessmen! vear 1979-80.

n oW
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6. Limitation as to allowance for depreciation: The aggregate of the
allowance for depreciation allowed under this Ordinance and the repealed Act shall not
exceed the original cost of any asset or class of assets, as the case may be.

7. Disposal of assets and treatment of resultant gains or losses: Not-
withstanding anything contained in this Ordinance or the repealed Act. where, in any
income yeat,—

(a) any asset or class of assets is disposed of by an assessee no alfowance usder
rules 1, 3, 4 or 5 shall be made in respect therzof in that year ;

(b) any class of assets is disposed of by an assessea.—

(7) if the sale proceeds theredf exceed the written down value, the excess shall
be deemed.to be the incame of the assessee of that yees chasgeabla under
the head ’'income from business os professions’’. and-

(i7y if the sale proceeds are less than the written down valire. the deficit shall be
deemed to be an expenditure deductible from tire profits and gains of the
business or profession of that year ; and

(c) any asset (but not all assets) included in a class of assets is disposed of by an
assessea, the written down value of the said class of assats. shall he reduced
by the sale praceeds theract, and where the said sale pioceeds exceed the said
writternn down value. no further aHowances tar  depreciation. skalk be- made. v
respect thereof and the excess shall be deemed to be incomre chergseble undes
the head ‘‘Income from business or profession’’ of the year in which the dis-
posal takes piace,

and the business or psofession of, the purposes for which the said class of assets or
asset. as the case may be. was used before its disposal, sheldl de deamad ta be camied on
by the assessee duging that year and all the provisions of tiie Qrdimance shall apply
accordingly. '

8. Definitions: For the purpose of this Schedule,—

(1) “class of assets”” means the ctass of assets specified in column 1 of the Table
annexed to sub-rule (1) of rule 2, and includes all additions- made to any asset faifing
under that elass ;

(2) '“fair market value’” has the same meaning as in sub-section (3) of Section 29 ;
(3) -furniture’’ includes fittings ;

(4) "plant’” means any ship, aircraft or vehicle registered in Pakistan and includes
books (other than books in respect of which an allowance has been made under Sectiofr
42 of tr_\is Ordinance or Sectian 15-F of the repealed Act). scientific apparatus and surgi-
cal equipment used for the purposes of business or profession ;

(5) ‘’sale proceeds’” means-—

(@) where the asset is actually sold, the sale price thereof or the fair market value,
whichever is the higher ;

(b) where the asset is transterred by way of exchange, the fait market value af
the asset acquired through such transfer ;

(c) where the asset s transferred otherwise than by sale or exchange, the consi-
deration for sucn transter ;

(0) where an asset 1s discarded. demolished destroyed or lost, the scrap value,
or the amount reatised by the disposzi thereof together with any insurance.
compensation or salvage money receiv2d or receivable in respect thereof ;

(e) where the asset 1s compulsarilv acquired under any law for the time being in
force in Pakistan 2 compensston pa:3 therefor
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546 Law & Practice of Income Tax {Third Sch.

(fy where the asset ceases to be used by the assessee for purposes of his business
or profession, the fair market value thereof at the time of such cessatian : '{ )

(gy whers the asset 2{, other than an asset to which sub-clause (/) or sub-clause
() 3[or sub-clause (/)] applies, is exported or transferred outside Palustan,
the orgiea) cost thereot,-or the fair market value at the time of expest, whictn
everts the higher; -

1[(h) whess an asset, after having been used in Pakistan in the execution of a con-
tract entered into by the assessee before the first day of July. 1879, s ex-
paned or transferred autside Pakistan, the original cost thereot less all depre-
ciation allowed excepting the sum allowed in pursuance of rule 5 5[ ... ];

() whers am asset &[not being an asset to which sob-clawose- (/) apptiest,
after having been used in Pakistamr in the execution ok comract- emered inta-

by the assessee an or afiet tha first day of July, 1979, is exported ok tans-
ferred outside Pakistan the original cast thereof ?[. ., . . 5[; and]

*((/) where an asset, after having been used in Pakistan in the execution of a con-
tract tor exploration and production of petroleum (such contract having
been entered into by the assessee on or after the firstr day of July,
1981), is exponted or transterred cutside Pakistam, the oric:nef costthereot fesy
all depreciation allowed excopting tha suse silowed in purssance of rule 5.]

and in each such case, the asset shall, for purposas of rufe 7, be deemed 10 have been
disposed of by the assessee 19] : ]

11[Provided that in the case of a building the term '*sale proceeds’” shall mean an
amount equal to the lower of the following, namely : -

(a) original cos\. and
(b) sale price or fair market value. whichever is higher :

Provided further that, where the actual cost of a raad tranaport vehicle is, in accor-
dance with sub-clause (3) of clause (8). taken to be !?[ane hundred and fifty thousand]
rupees, the sale proceeds thereof shall be taken to be a sum which bears to the amount.
for which the said vehicle is sold together with any insurance, salvage ot compensation
money received or receivable, or, as the case may be, scrap value in respect thereof the

The word ""and’’ omitted by the Finance Qrdinance, XXV of 1980.
Ins., ibid. {w.e.f. assessment year 1980-81).

Ins. by the Finance Ordinaznce, XXIV of 1981,

Sub-clauses (h) and (/) ins. by the Finance Ordinance, XXV of 1980.
The word ~and’” omitted by the Finance Ordinance, XXV of 1981.
Ins. by the Finance Ordinance, XXIV of 1981.

The words “’less alt depreciation allowed’” omitted by the Finance Qrdinance.
XXIV of 1981. These words were earlier deemed to have besn omiired by
S.R.O 923 (1)/80. dated 14-9-1980 for assessment yea: 1980-81.

8. Subs. for a comma, /bid
8 Sub-clause (/) ins. by the Finance Ordinance. XXIV of 1981
10. Subs. for a semi-colon by the Finance Orcdinance XXV of 1980.

11 Provisos and Explanation added by the Finance Ordinance, XXV of 1980
Cenain provisos and Exptanation were earliar deemed to have been inserted by
S RO 885 (1)/79. dated 2.10-79, and S R0 175 (1)/80, dated 10-2-80. tat
the 3assessment year 1973 80

12 Subs ‘or ' cne hundred thousand * by the Finance Ordinance. XXIV of 1981
(wef assessment year 1982.83).

I A o
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ssme peopostion as the said sum of ![one hundred and fity thousand] rupees bears
to the actusl cost of the said vehicle to the assessee had the said sub-clause, not
been applicable 10 such vehicle,

Explanatiosr: The expression 'sold’. as used in the second proviso, includes a
transfer. by way of .ewchange or otherwise or a compulsory acquisition under any faw.
for the- ticrm being in force].

(6) -*ship” includes a steamer, motor vessel, sail tug, boat. iron or steel fioat for
cargs. wooden cargo baat. motor launch and speed boat ;

(7} ~wrintes down value.” meaans—

2(s) in the casa of a ship or any asset ta which sub-rule (3} of ruie 2 appiies.—

(7} for purpoes of tula 7, as in sub-clause (b). and

(i1} tor any other purpose; the actual cost thereof to the asvesses ; snd}

(b) in the case of other assets 3[, or class of assets}—

(3} where the asset 4{or class of assets] was acquired in the itcome year, the

actoal cost thessof ta the assessee ; and

(/) where-the asset 5[, or cla=s of asseis] wis acquired Before the income year.-

the actual cost thersof ta the assesses 85 reducer by the aggregete of the,

allowance for depreciation allowed to him under this Qrdinance: or .the

repealed Act in respect of the assessment for earlier years.
(8) For the purposes of 8[clausa (7)].—

(2 in thre caseof road transport vehiclas 7[, being passenger transport vehicle], not
plymg for hire. the actual cost to the assasses shall be deemed nat_to exceed
t{one hundred and fifty thousand] rupees;

(8) in camputing the actual cost of an assat, the amount of aoy gwmnt. subsidy,
rebate or commission and the value of any assistance (not being in the nature
of any loan repayable wath or without interasy received by an assessee
from Government os any other authority or persaoa and any deduction s allows-
ance admissible under this Ordinance or the repeated Act shak be -exciuded :

{c) where. before the date of acquisition by the assessee, any such ssset had-
at any time been used by any persan for the purposes of his businaess or
profession, the actual cost to the assessee shall, except in any case where
sub-clause (0} applies, be dJsemed not to exceed the fair matket value thereof ;

{d) where any assessee has succeeded another persan in business or profession,
the written down value of an asset shall be computed as if na succession had
taken placd ;

(e) where an assessee has acquired any plant or machiery (hereafter refutred to as
‘asset’) from a country outside Pakistan for installation in Pakistan for the

—— e

1. Subs. or ‘one hundred thousand” by the Finance Ordinance, XXIV of 1981
{w e.f assessment year 1982-83).

2. Sub-clause {8) subs. by the Finance Ordinance, XXV of 1981 (w.e f assess-
ment year 1382-83) which was earlier amended by the Firance Ordinance,
XXV of 1980. The sub-clause was deemed to be substituted by S.R.O. 923
(1)/80, dated 14-9-80.

3. !ns. by the Finance Ordinance, XXV of 1980.

4. Ins., ibid.

5 Ins, idid.

§  Sub. for “"sub-rule (7) by the Finance Qrdinance, XXIV of 1981.

7. lons.. ibid.

8. Subs., for ‘'one hundred thousand'' 15/d i(w el assssamert yaar 1962-83).
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purposes of his business or profession and, in consequence of a change in the
rate of exchange at any time after the acquisition of such asset and before fuli
and final repayment of any foreign loan, there is an incregsse or reduction ia the
liability of the assessee 8s expressad in Pakistan currency for .maiing

towards the whole or a part of the moneys borrowed by him from any
persor directdy or indirectly, in any foreign currency spesificaldy for the
purposes of acquiing the asset (being in either case the liability existing
immediately before the date on which change in the rate of exchange takes
effect), the amount by which the liability aforesaid is so increased or reduced -
during the income year shall be added to, or, as tha case may be, deducted
fram the actual cost of the asset and the amount ammved at aftesr such addi-
tron or dedoctiory sha!l be taken to be the actual cost of the asset ;

(f) whera the whole. or any part of the liability aforesaid is mat. not by the
assessew, but, directly or indirectly, by any other person er authrorty, the.
ligbility so- met shall not be takerr into: accouatr for the pupeses of sub- .
clause (e) :

(g) where the assesses has entered into a contract with an authorised dealer for
providing him with 3 specified sum in a foreign curency on or after a stipu-
lated future date- at the tate of exchange specifiad in the cantract to. enable
him to meet the whale or any past of the liability aforesaid, the amount, if any,
to be added w1, or deductesd fram the-actozl cost of the asxer.or-the amoumt of-
expenditure of a capital nature or, as the case may be, the cost of acuisition
of the capital asset under this sub-ctause shall. in respect of s much of the
sum specified in the contract as is available for discharging the liability afore-
said, be computed with reference to the rate of exchange specifiad
therein ; and

(h) for the purposes of making an assessment for the year beginnmg on the first
day of July, 1979, the written dawn value of such asset shall be increased
or reduced by the amount by which the liability sforessid was so incressed
or reduced during any income year for the assessment year beginaing on the
first day of July, 1975, the first day of July, 1376, the fust day of July, 1977
or the first day of July, 1978.

Explanation . As used in this ctause,—

(a) ‘‘rate of exchange’’ means .he rate of exchange detarmined or recognised by
the Federat Gavernment for the conversion of Pakistan cuirency into-foreign
currency or foreign currency into Pakistan currency ; and

(b) '-authorised dealer’”, ‘‘{foreign currency’” and ‘’Pakistan currency’’ have the
same meaning as in the Foreign Exchange Regulation Act, 1947 (VIf of 1947).

(9) The provisions of clauses (5) and (7) shall. so far as may be, apply to aclass

of assets as they apply to an asset.
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(3) Scrap and used material, equipment and specialized vehicles for oil drilling, importe” into Pakis
rate of three per cent may be sold after five years of such import by the Pakistan Oiltields Limi
the permission of the Fedrral Government and on payment of import duty chargeab n at the time of the sale on the
v!aJuedbase?j on the actua’ sale price, that is, total sale price less an included therein representing import duty
already paid.

C.No.1(81)-SS(CB)/76.]

tan at the

Z.A. SHAH
Joint Secretary

GOVERNMENT OF PAKISTAN
MINISTRY OF FINANCE, PLANNING AND DEVELOPMENT
NOTIFICATION
Islamabad, the 4th August, 1977
CUSTOMS .

%,R,O_ 695(1)/77. — in exercise of the powers conferred by section 19 of the Customs Act, 1969 (IV of 1969), and in superses-
ion of this Ministry’s Notification No. S.R.0. 372(1)/72, dated the Bth June, 1972, the Federal Government is pleased to direct that
rticles falling within the heading numbers of the First Schedule to the said Act, specified in the table below, which are machinery or
rticles for use with machinery or as component parts or spare parts of machinery as defined herein, shall be exempt from so much of
he Customs-duties leviable thereon as are in excess of 40% ad valorem.

_ Provided that articles are identifiable as intended for use only with machinery and in the case of imports, have been imported
or the Projects approved by the Government for initial installation or for balancing, modernization, replacement or extension of the
:xisting units.

definition of Machinery:

(i) Machinery, operated by power of any description, such as is used in any industrial process, including the generation,
transmission and distribution of power, or used in process directly connected with the ex:;action of minerals and timber,
construction of buildings roads, dams, bridpes and similar structures and the manufacture of goods.

(ii) Apparatus and appliances, including metering and testing apparatus and appliances specially adapted “or use in conjunction
with machinery specified in item (i} above.

(iii) Mechanical and electrical control-and transmission gear adapted for use in conjunction with machinery specified in item (i)
above.

(iv) Component parts, including spare parts of machinery as specified in items (i), (i) and (iii) above, identifiable as for use in
or with such machinery.

TABLE

Heading numbers and sub-heads in the First Schedule to the Customs Act, 1969 (IV of 1969)
Sub-head “B” of 36.05;
Sub-head “A” of 40.09, sub head “D"” of 40.10, sub-bead “(OI(b)" of 40.14 (excluding aprons and cots);

2.04, sub-head “A™ of 42.06;

$-~head “BOI" 0/ 1.13; BEST AVA\LABLE DDCUMENT
Suh-heads “A01" anu "BO1™ of 45.04;
48 08, sub-head “CO3" of 48.15, 48 20, sub-heads "Ft1" and"EQ2" of 48.2(,‘ . v s
Sub-heads "B and *C" of $9.08, 59,15, 59 16,3317

Subheads “A02" FC* "D and “ET of AR.04, 65 07 heads "D and “E04™ of 68 13, sub-head DT of 6R 14
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69.01, 69.02, 69.03, 69.09;

Sub-head “BO1™ of 70.20;

73.17,73.18, 73.19, 73.20, sub-head ““A™ of 73.21, sub-head “A" of 73.22, sub-head “B" of 73.25. sub-head “BO1™ of 73.27
73.29, sub-head “GO!1™” of 73.31, sub-head “DO02" of 73.32, sub-head *‘DOI" of 73.34, sub-head"‘BO4" of 73.35~(:£b-3h.ead'

“D03™ and “DO9(b)" of 73.40;
74.07, 74.08, sub-head “B" of 74.10, sub-head “B01" of 74.11, 74.15, 74.16, sub-head *BO1" of 74.19;

Sub-head “A” of 75.04, 75.05, sub-head “A" of 75.06;

Sub-head “A" of 76.06, sub-head “A™ of 76.07, 76.08 (excluding prefabricated buildings and their assembled panels and parts)
sub-head “A” of 76.09, 76.11, sub-head “A” of 76.12, sub-head “GO1™ of 76.16;

77.02 (other articles of magnesium only);
Sub-head “A" of 78.05, sub-head “CO1" of 78.06;
Sub-head “A™ of 79.04, sub-head “‘CO1" of 79.06;

Sub-head “A™ of 80.05, s.ib-head “A" of 80.06:
82.02,82.03, 82.04, sub-head “BO!" of 82.05, sub-head “A" of 82.06, 82.07, sub-head “B02" of 83.08;

84.01 (excluding boilers of 12 tons or less per hour steam evaporation capacity, except those imported as integral part of plant
and machinery for initallation in under-developed areas), 84.02, 84,03, 84.05,sub-heads *“F02" and *GO03" of 84.06, 84.07,
sub-heads “A02”, “F02”, “C02”, “D03", “E02" and “F03" of 84.08, 84.09, sub-heads “B", *C02", “D", “E02(d)" and
“F” of 84.10,sub-hexds *A07", *A08”,“B”,“C" and “D” of 84.11, sub-head ‘“B02" of 84.12 (air<onditioning plants of more
than 10 horse powe' only), 84.13, sub-head “A” of 84.14, sub-heads “C” and “D" of 84,15 (cold storage, ice and ice cream
making plants only). 84.16, sub-head "B of 84.17, sub-heads**A01", “A03”, *“B02"" and"C" of 84.18, sub-heads ‘B’ and “C”
of 84.19, sub-heaus “A01" and “B02” of 84.20, sub-heads “C”, “D" and “E" of 84.21, sub-heads “A™, “B”, “C", “F"" and
“G" of 84.22, 84.23 (excluding mining machincry and component parts thereof; petroleum and gas well drilling equipment and
component parts thereof), 84.26, 84.27, 84.29, 84.30 (excluding sugar manufacturing and refining machinery), 84.31, 84.32,
84.33, 84 .34, (excluding printing type), 84.35, sub-heads **A", “B02",*CO1" and *'C04™ of 84.36, 84.37 (excluding looms
below 130 cra in width except shuttieless looms all sorts), sub-heads ‘**A05™, “B’", *C04" and “CP5” of 8438, 84.39,84.40
{excluding washing and drying machines requiring for their operation less than one horse power),sub-heads *A03"" and “B" of
84.41, sub-head “B" of 84.42,84.44 (excluding cast iron roll of 90 cm or less in diameter), sub-heads A, *B"", *C03", “E01"",
“FO2", “G”, “HO1™, “I01(b)", *101(cy~, “102(a)", *“103‘a)’, “I03(c)", *104", *“I105", *JO2",-“K™, “L", “MOGC1(a)".
“M02”, “NOI(b)", “NO2" to “NI1" of 84.45, 84.46, 84,47, 84 48,84 .49, 84.50,84.56, 84.57, 84.59 (excluding oil crushing
and refining machinery and compnnent parts thereof), 84.60, sub-head “C"" of 84.61, sub-head "B0S" of 84.63, sub-heads “E”

and “F" of 84.64, 84.65; .

Sub-heads “AQt", “B", “E”, “F",**'G02", **HO1", “H02(bY", “I"", “J02" and “K" of 85.01, 85.02, 85.04 (excluding accumu-
lators for miners' safety lamps and covers and containers tor such accumulators), 85.05, sub-head “B02™ of 85.08, 85.11
(excluding electric welding machines of a capacity not exceeding 300 amps), sub-heads “A’* and “G’* of 85.12, 85.18, sub-hezds
“AD1(b)", "A02(b)", “A03" and “A04" of 85.19, 85.21, 85.22, sub-heads “*A02(b)"" and “B” of 85.23, sub-head *C02"

of 85.24, sub-heads “A” and “C” of 85.26, sub-head “A” of 85.27, 85.28;

Sub-heads “A01" and *'C” of 90.07, sub-heads “13"" and “C™" of 90.08, 90.09, 90.10, 90.26;
91.06;

Sub-head “GO1” of 96.01;

*98.07"

[As amended|

Additional Secretary
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NOTIFICATION
Islamabad, the 28th June, 1979

CUSTOMS

S.R.0. 540(1)/79. — In exercise of the powers conferred by section 19 of the Customs Act,

(i) of section 7 of the Sales Tax Act, 1951 (11l of 1951), the Federal Government is pleas
exclusive use of the Pakistan Telegraphs and Telephone Department or the Special Communj
28th day of June, 1979, be exempt from so much of the Customs-dutles chargeable ther
whole of the sales tax leviable thereon, subject to the condition that they are speci
Telephone, or as the case may be, by the Director-General, Special Communicati

9 (IV of 1949), and sub+
to direct that articles import
ion Organisation shall, on and frc
as are in excess of 40% ad valorem a;
ordered by the DirectorGeneral, Telegrap
rganisation.

H.N. AKHTAR
Additional Secretary

VERNMENT OF PAKISTAN
L]

OF FINANCE, PLANNING AND DEVELOPMENT
NOTIFICATION
Islamabad, the 28th June, 1979

-~ CUSTOMS

SR.0. 541(])[)9./— In exercise of the powers conferred by section 19 of the Customs Act, 1969 (IV of 1969), the Fe
Government is pledsed to exempt, on and from the 28th day of June, 1979, the spares for plant and machinery imported by air
industrial unit‘from so much of the Customs-duty chargeable thereon as is relatable to freight in excess of 20% of the FOB

. H.N. AKHTAR
/ Additional Secretary

GOVERNMENT OF PAKISTAN
MINISTRY OF FINANCE AND ECONOMIC COORDINATION

NOTIFICATION
Islamabad, the 26th June, 1980
CUSTOMS
RO.7 . — I exercise of the powers conferred by section 19 of the Customs Act, 1969 (IV of 1969), and in s
' umoﬁiﬁﬁ%s Notification No.S.R.O. 1481(1)/74, dated the 4th December, 1974, the Federal Government is pleased to«

that the plant and machiner/ imported for initial installation or for balancing, modernization, replacement or extension of the prc
approved by the Government for the areas specified in column (2) of the table below shall be exempt from the Customs-duties lev
thereon under the First Schedule to the said Act, to the extent specified in the corresponding entries of column (3) of the
subject to the following conditions, namely:-

(1) The plant ard machinery shall be those as defined in _the Ministry of Finance Notification No. S.R.0. 695(1)/77, date
4th August, 1977.

(2) The importer shall, at the time of importation, by documents in his possession, satisfy the Col]e.ctor of Customs th
machinery has been imported for projects located in areas specified in the Table and shall furnish an indemnity bo
the form attached herewith to the extent of Customs-duties exempted under this notification. The said indemnity bon:
be discharged subsequently on production of a certificate from the Director or Additional Director of Ipdus!ncs c
Provincial Gavernment concerned, the Secretary. Kashmir Affairs Division, or an officer authorised by him in this beh
the Resident and Commissioner for Northern Areas, as the case may be, to the effect that the mac}u_ner)_/ as declared t
Customs has been imported for an approved project for initial installation or for balancing, modernization, replacemne
extension ¢f the existing unii and has been duly nstalled in an area specified in the Table and such other evidence :
Collector of Customs may require and after such enquiry as he deems fit, in order to establish such fnstailation.
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(3) The importer shall, at the time of importation of machinery, furnish a bond to abide

4

(%)

192

by the condition Takt o 1

notification failing which he would pay the amount of Customs-duties due and make payment of any other penalties ¢

mzy be imposed by the Collector of Customs in this behalf,

The certificate of installation referred to in sub-paragraph (2) shall be submitted to the Collector ofCu;toms not later th
two years or such further extended period as the Collector may allow from the date of importation of such 1uachine

If the plant and machinery is removed to an area other than those for which they have been imported within a period of t
years [rom the date of installation, the amount of Customs-duties which have not been paid and such other penalties ast
been adjudged by Customs authorities shall be recovered under section 202 of the Customs Act, 1969 (IV of 1969).

TABLE

S. No.

Areas

Extent of exemption

2

3

Province of Baluchistan;

Malakand and Dera Ismai} Khan Divisions, Tribal Areas, Districts of
Mansehra and Kohistan and all Government financed industrial
estates located in the Province of North West Frontier;

.Northern areas administered by Resident and Commissioner;

Azad Kashmir.

All Government-financed industrial estates in the Districts of Dera
Ghazi Khan, Mianwali and Tehsil of Khushab in the Province of
Punjab; and

All Government-financed industrial estates in the Districts of
Shikarpur, Jackobabad and Dadu, excluding Kotri, in the Province
of Sind.

All Government-financed industrial estates Jocated in the areas other
than those excluded at S. No. 3(a) below.

() The whole of Pakistan, excluding:
1. Tehsil of Rarimyarkhan;

. Tehsil of Multan;

. Tehsil of Faisalabad;

H WM

. Tehsil of Ferozwalla;

5. Teshsil of Lahore;

6. Tehsil of Gujranwala,

7. Tehsil of Rawalpindi;

8. Tehsil of Sialkot;

9. Islamabad Capital Territory;
. Karachi;

11. Taluka of Hyderabad,

12. Taluka of Kotri,
13. Taluka of Sukkur;and

14. Such area: adjoining Karachi.

The whole of the duty leviable thereon.

75% of the duty leviable thereon.

50% of the duty leviable thereon.
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For Agricultura‘l
And industrial Products



Stapling Machines Co., the originator and
developer of loop-closed wirebound boxes, has
been in the business of manufacturing wire-
bound box-making machines since 1904, These
machines, which are desighed to staple steel
binding wire to box components and to form
loops on the ends of these wires, are custom
built to the requirements of the box mecnufac-
turer's market, Since the success of a wirebound
operation depends, in large measure, on close
and ceontinuous mutual cooperation between
Stapling Machines Co. and the wirebound
manufacturer, these machines are leased,
rather than soid, to the manufacturer. Stapling
Machines Co. also designs, manufactures and
sells certain auxiliary equipment and machines
useful in the assembly and closing of wire-
bound confainers.

As we began the 1980's, there were 25 indepen-
dent mcnufacturers operating 40 wirebound
plants in the US., while in 14 other countries
there w=re 22 lessee plants utilizing Stapling-
built equipment.

Because of the versatility of these machines, a
variety of container sizes and designs can be
fabricated to ship fresh fruits and vegetables,
meat, poultry, seatood and a wide range of in-
dustrial products, including automotive parts,
transformers, sanitary ware and military items.
Designed for mass production of wirebound
bexes and crates, this rugged machinery s

capable of producing 4 million standard size
fruit and vegetable crates on a ¢r.e-shift, 2000
hours per year basis. Production rates for in-
dustrial wirebounds vary with the overall size of
the containers.

Stapling’s machines fabricate several hundred
million wirebound boxes per year in the US.
and overseas, in the countries of England,
France, South Africa, Australia, Israel, Greece,
Canada, Mexico, Argenting, Jordan, Hondurcs.
Cyprus, Morocco and Rhodesia.

A manufacturer entering a leasing arrange-
ment with Stapling Machines Co. is assured of
technological and marketing support. Stapling
maintains a large engineering staff which is
continuously engaged in improving existing
machines and developing new equipment in
order to help a manufacturer operate at max-
imum efficiency. A Field Service department in-
sures that machines are properly instalied and
assists in training a manufacturer's mechanics
in proper maintenance procedures. Stapling
also makes available a full line of repair and
replacement parts at fair prices during the ter.
of the lease cgreement.



The company’'s Package Research Laboratory
is involved in developing new wirebound box
designs, wirebound box applications and con-
tainer research and testing. lts facilities and
statf in Rockaway, New Jersey are available at
no charge for in-plant training of a manufac-
turer's marketing and sales personnel.

Stapling's long-term lease arrangement for
manufacturers outside the U.S. generally pro-
vides for a term of ten years with a lessee
renewal option of an additional ten year term.
The lease requires payment of an initial rental
based on the value of the equipment, plus a
percentage of the gross sales price of the boxes
made by Stapling's equipment. The lease con-
tract provides the right to use the machines and
to receive all of Stapling’s services at no addi-
tional cost during the term of the lease. We will
make recommendations, if requested, for ac-
cessory equipment, inciuding sawing or veneer
mill equipment needed for a box manufactur-
ing operation.

In determining whether a prospective box
manufacturer’'s operation would be profitable,
the following considerations are vital:

1. Access to sufficient raw material (wood and
wire) at a cost level adeguate to insure a
profit selling wirebounds competitively in
local markets.

2. Organization with experience to run a high
volume manufacturing operation ef-
ficiently.

3. A sales organization and sales potential to
insure a sufficient volume of orders to justify
installation of our high capacity
machinery.

4 Financial stability and resources to acquire
the necessary equipment and to meet the
obligations usually associated with the
operation of a wirebound box plant.

The prospective lessee should provide Stapling
with as much material and information with
respect to the foregoing as possible. If the
above conditions are met, Stapling Machines
Co., working w.th the prospective manufacturer will
do the followmg.

BEFORE INSTALLATION of Stapling’s machinery

1. Container Market Survey

(@) To determine if there is a sufficiently
large unit container market.

(b) To establish the facts about present con-
tainer sizes and costs.

{c) To obtain information about present
container uses and marketing prac-
tices.

2. Feasibility Study
This study is based on local costs of

__'MJ' f.“b ':.LABLE DOC j“"_MT
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materials, labor, factory charges, etc. in-
volved in the manufacture of wirebound
containers. The results will provide an in-
dication of the competitiveness and pro-
fitability of a wirebound operation.

SERVICES AT START of a wirebound operation
1. Machine Service

(@) Supervise and assist in the installation of
the box-making machinery.

(b) Training of personnel in the operation of
the box-making machinery.

{c) Training of mechanics in:
Setting up machinery according to con-
fainer specification.
Changing machine set-up required for
various types and sizes of containers.
Proper maintenance of machinery and
electrical equipment.
Special grinding procedures for
maintenance of stitching equipment.
The initial machine service and
assistance lasts until the crew operating
the box-making machinery can satistac-
torily produce containers on the leased
equipment,

2. Marketing and Technical Services

(@) Assist in the initial promotion and
development of wirebounds in a new
market,

(b) Assist in the fraining of personnel engag-
ed in assembling, packing, closing and
handling wirebounds.

SERVICES CONTINUOUSLY AVAILABLE fo lessees

1. Design and test containers for specific pro-
ducts.

2. Evaluate wire, lumber and other materials
to determine their suitability for the
manufacture of wirebounds.

3. Upgrading of machines and equipment as
developed by our research and engineer-
ing program.

4. In-plant fraining of personnet.

5. Inspection service at various U.S. and Euro-
pean ports, observing and reporting on ar-
rival conditions of standard container
shipments and special test shipments in
wirebounds.
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trom Trees To Wirebounds

LOG YARD BLOCK SAW

Basically, in o veneering operation for making
siandard wirebound containers for fresh pro-
duce items, frees are cut and trimmed and then
are transported to the mill's log yord where the
bark is removed. The logs are then cut info
prescribed lengths and then these blocks are
peeied in a iathe which produces the veneer.

RGELD o2 ]

AW

In a resawn operation for industrial wirebounds,
the logs are sawn into rough boards and dried.
Then they are planed on both sides to smooth
the surfaces. Some of this lumber is used to
make cleats; this is cut off to length, then gang
ripped to width, and then mitered and/or notch-
ed [(as required) in a tenoner machine. Other

This material is then processed through a drye
and stacked. Once dried, the veneer is cut
width and length according to a container’
specifications. If the lathe is equipped with
back-roll, the sizing of the veneer would b
eliminated. The veneer slats are now ready f¢
use in making wirebounds.

ROUGH LUMBER

boards which wili be used as slats are rip sawr
to proper width and equalized to prope
length, then resawn to the specified thicknesses
The material is now ready to be fabricated intc
boxes and crates on Stapling’s automatic stitch
ing machines.
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RIP SAW EQUALIZER
{WIDTH) (LENGTH) VENEER SLATS

TENONER MACHINE
1

CUT-OFF SAW | GANG RIPSAW 1 :
(LEKGTH) ) (WIDTH;] MITER & Nolrc

EQUALIZER
(LENGTH)
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On a worldwide basis, the wirebound citrus crate probably
ranks as the largest volume “standard” container produced on
Stapling Machines Co. equipment. This container is widely used
to export citrus from the major preducing areas of the Mediterra-
nean, as well as from South Africa, South America and Austratlia.
It is also used for domestic market distribution in various other
countries, including the U.S.

Peaches, tomatoes, pineapples, bananas, grapes, cantaioupe
and other fruits are also protectively packaged in wirebounds.
Each container is designed specifically for its contents, and
theretore varies in size and shape. Some have an cpen top
design, while others have an "all-bound™ or closed top design.
All wirebounds have the inherent characteristics of high stack-
ing ability, low tare weight, ample openings for ventilation, ease
of handling, fast assembly and provide rugged product protec-
tion.

These versatile containers are aiso popular for shipping
vegetables, many of which are coften packed right in the field.
This includes celery, lealy items (such as lettuce, endive and
escarole), caulifiower, cabbage, sweet potatoes, corn, green
onions and squash. Harvested items such as cucumbers, beans,
eggplant and peppers may also be brought to a central pack-
inghouse, where, after washing and grading, they are packed
in wirebound crates. Hete are some typical fruit and vegetable
container applications. .

6
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Industrial
Containers

The range of industrial product applications for
wirebound containers is virtually unlimited. Size
and shape present no obstacies, and it is not
unusual for loads weighing up to several thou-
sand pounds to be packed in these versatile
containers.

An open (crate) or closed (box) design may be
utilized. Slatted construction of crates permits
on-site inspection of the contents throughout the
distribution cycle. Because of this visibility, there
s a tendency to handle these shipments with
greater care. The chance of concealed
damage is also minimized.

Shipped to the user in knocked-down form, wire-
bounds can be quickly and easily assembled
Jsing simple hand tools and unskilled labor. As
a result, time, space and labor-savings are
common user benefits, Although most wire-
bounds are designed for one ftrip, receivers
often reuse them because they are exiremely
durable. In fact, they can be safely stored out-
doors, regardiess of weather conditions. Wire-
bounds retain their strength and stacking ability
even under rain and high humidity conditions.

The use of thinner lumber reinforced with steel
wire results in low tare weight, thus saving
significant freight costs compared to other
types of packaging. In addition, the cubic
displacement for a given size product is less in
wirebound, thereby permitting greater utiliza-
tion of shipping and storage space. With so
many inherent advaniages, it is easy to see why
wirebounds are so widely used.

Following are some typical examples of in-
dustrial wirebound containers:
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FACE SECTIONS AND SLATS

Motenos Llel 120 Wrepound
DT seItons 3G siats range
comonie yenee 16 heovy re-
roiyToer Mony Comping
1Zns are Svancbie 1o both do
meshc and export shipments

Face woards ana sigts dre
st1cte | nlo place by wiwe
stap-« Zver high tensiie bing-
Ing » - Stop'es are cinched
with > - boints tutly imbedced
for mZymum strength, safety
ond ¢™moothness.

CLEATS
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