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Jerusalem, June 1973,

UNIBG -tin  ted Mat inny Industr gl Development Orgenisetion
Yienng

boar Virs,

t™he two volumes setmitted here contain the Tent and Appendices of the Final
Report ! the Foudprocessing tadustry Developwent Plan for the UNDP Project Ares In the
Bosansha -Kraina region in the Aepudl ic of Besne ¢ Mercegovina of Yugoslavia.

The regmrt a1ime ot & plon which seems real istic, preactical and implementable
under regione! conditions The plan, in its contents and size, could have a significent
Sonemic impact, within @ fow yeors, by contributing to a considerable rise of regional
percagut income This edded ircome wou'd, by neture of the plen, be distributed among the
regioral enterprives and fomily units in the primery, secondary and tertiary sectors, and
It wouid e portly derived from the domest ic Yugotlaev market and partly from foreign
Currency sales

The 1DC 1eam concluded, jointly with its Yugosiav counterparts in each field,
thet much car be athioved, in o relatively short tine ond with locel human resources, by
organizing the productivigel ion of saisting produstion fectors in Industry, agriculture
ond trade Also, thet negn inwest~ents and projects should be bullt by and around the
enisting muclel

The toe a3 impressed and stimulated by the drmonstrated progress In similar
09roindurtr ial activitios in ather regions of Yugosiavia We were alto impressed and con-
vinged by the stronq swareness of the regional dodier - of the BAN repubdlic, the communes
and the enterprises of the preject aree - that there was an ureent need to give speciel
sttent ion to raive the development level of the region to thet of the more developed sur-
round ing areas in Yugnslavia, and the nverall resdiness to teke hold steps in that direction.

in e presentat or we ‘etl (1 wac important to descrite, analyze and propose
for decision sppcific reginna’ swlutions But a1 the same time to point out their reiotive
PONILIOn within the totsl fuarsiay timlindustry deveiopment . This meant considering im-
plications beyord the Pr et Acea, o many asrects The recent changes in the world food
ond teoed supply situation, 3 entuates >~ Lhe last werks, give added welight to this approach,

Regardirg the .ay ' clesentat o a fe rerarky ate required It iy clear that
thare are severa! al'@irat ar techrigurs amd <teagture. of presentation pussible in a
report and that mane (ar e pertect o Tyt t has 10 he hept in mind that ir a report
Cover img a bingd eioms o e tur e s whole cegion the plaoners have to strike a balance
et ween modes ot e e prgaert ot ae . Pre lews mebers are awdre that such a report
shou'd contare dats ant analiyses iewske 3 Five b, the f-J}&sa“v ff‘lcﬁ.' institutions ‘ﬂd
At erps ven, bty UNIDD aad FAS . ny tirane ng wadicn snd by others invoived in the steps
of dec vion ant' .rmplementat e o teyimg o Fiad a o ommon denominatyr it was often
MECOBBETY To sdcd f L0 empras s "af @ feads 3 cup ftor the henetit of another . However,
1t was atiompled that these imitations .foauid not ont . enge the clar -ty of argumentation.
Alao, @y 87 4. Bossible the 'anguage ' LRe ceport has been intentionally kept tree from
wWords amd phra-vs ot iuh semaftcaliy, o0 vea difteignt vt o aiatior of technical terms
under diflercn' weommic systems, right Rave ited t ~ nirterpi tation - per se or In the
Serbocroat translatiun

The Leam "oy wilth -@° s’ st ion that 4 very vluse worbking and personal
relat tonship wes developed betueon 't and e .tat! of enterprises, invtitutions and Insti-
tUtes, 4 tho! Li@s and many Adividuals A the pruject erva, the BAN republic and other
regions of Yugorlavia This 1Lt Cuope stion and nterchenge uf deas made it possible to
rOBCh tRE (oRSERsu- un primBry & eplance ot the Iramewsrh and major 1 ecommendat ions of the
plon by the regional growps Trs consensus car be considered vital and a tirst basls for
the stagewise impisngrtatior .t the plan

Our gratitude v estonded to ' colloagees in all these Yugoslav bodies, to the
FAD Project Manager for Ris guidance, couperation and understanding, and to the UNIDO/
Vienns and FAD/Rame staff fu. their continuaus efferty to steer the project on course and
to attach (o it th@ pr ut ty 1 Aeservey 1t hay baer & 1leasure and honor for us to have
O entrunted . 1Y Gur sar! L - ot gfhia il t L e e t Uy late 1 s Develupment
Plan
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SUMMARY

OBJECTIVES OF PROJECT

The objectives of the UNIDO/FAD project were to axamine the foodprocessing industry
and its potentiel in the Bosenske-Krajina (BK) region of the Republic of Bosne-
Mercegovine (BeN) I1n Yugosiavie end to propose a development plen for the reglon in
the flelds of vegeteble, frult, meet, milk ond cereals processing.

PERFORMANCE OF PROJECT

A team totalling eleven enpsrts worked in the project region during thres fleldwork
periods in 1972:

(1) may 18 - June 1) Nine Experts
(1i) July 24 - August § Two Unperts
(111) August 30 - September 23 Four Ixperts

Parellelly and subsequently to this fieldwork in Yugoslavia, fieldwork was parformed
in several Westeuropsan countries (Germeny, Austrie, Sweden, France, UK, Mollend,

Switzeriand) to gather market date ond eveluate future merketing and knowhow/cooperation

possibilities. Additionally, homeoffice work in isras! was cerried out during the
whole phase of the project.

The fieldwork in Yugoslavia wes divided into saveral mein groups of activities:

|. Repeated plant visits and discussions at all levels in the existing foodprocessing
industry in the project region, | n order to study the stituation, the problems
and the development programs of the individual enterprises,

2. Working sessions with the FAD Project Menager and the Counterpert Agency (Zevod
ze ehonomiky privrede - "IEP'),

3. Plant visits and discussions at verious egroindustrial kombinats in other
reglions of Yugoslavia

&, Merket resesrch work In Yugoslavia -

o. Gathering of statistics In the projact region, in Beogred, 2agrebd
and other centers.

b. Meetings with verious trade, professional and other organizations in the food-
processing fields to discuss industry problems and obtaln data and to check
data, views and proposals,

c. Working sessions with the ZIT market research institute in Zegreb which was
contracted by ZEP to prepare various Yugosiav market data according to
terms of reference drawn up by the team,

d. Visits by team members to retail outlets in the main town, smaller towns and
the Adrietic tourist areas - this in addition to a systematic sample survey
of reteil outlets performed by ZIiT as part of c. above,

§, Working sessions with senior representetives of the communal authorities in
Banje Luke and the Republic of BEH authorities in Serajevo.

6. Visits to foodprocessing institutes end laboratories in Beograd, Novi Sad,
Cacak, lagred.

7. inspection and sampling visits to several agricuiturel sreas in the project
region in order to study farming probiems, the microciimate, and new aqro-
production possibilities.'

8. Roundtebie conferences with the managements of the foodprocessing enterprises
of the region end the republic and communel representatives in order to learn
about common porblems and later on in order to propose first thoughts of the
team about e development program and to obtein initial concensus of the
participents of their acceptance in principie of the iines of thinking and the




series of projacts proposed. The lest of thasa conference, held in Benjs Luke
on September 13, was ettended by rapresentatives from UNIDO/Vienna and FAO/Rome
os weil, At this conference wide concensus wes echieved on ¢!l the main peints
and conclusions discussed and these form the body of this report.

C. SUMMARIZED FINDINGS

I. The present situation in the foodprocessing industry in 8K

8. The industry is approaching e breakthrough point inasmuch as it Is ebout to
move from simplie production and small-radius marketing to more sophisticeted,
iargersceis production.

b. Profitebility, utilizetion, and other kayfactors vary from e setisfactory
situetion in some plants - particulariy thosa thet ere spscieiized and integreted
with large enterprises outside the region - to unsatisfactory, perticulariy
in the siaughterhousas.

Most of tha recant axpansion investments (Vitaminks, Dairy, Zitoprodukt)
wera well planned but need mora product lines for better utliization of
invested rasourcas,

c. industry hes difficulties to obtain their raw materiais at the prices, gquentities,
times and quelities which it needs. Cattie, whest, perts of vegstables, soms
milk are continuously "imported’ from outside the region, mainly from the
egricuiturel ersas of Slevonia,

d. Contract farming relationships are Insufficiantly deveioped and this is e
major reason for the present lack of raw materials,

e. Sevarai deveiopment projects are in the planning or impiementetion stage,
concelved end proposed individually by eech enterprise. This has led to ¢
positive impetus on the one hand and to emerging conflict situstions between
the enterprises on the other hend,

f. There is prasantiy no effective organizetional framework for self-assistenss
by the entarprises to pien, fix priorities, present their cese to the banks and
suthorities, and resolve their differences - most of which can In our
view be resoived to the mutual satisfaction of the enterprises involved,

9. Beceuse of the raiativeiy iow incoms in the ragion tha market for the industry
hes been restricted and,on the other hend, the industry could in its present
state of deveiopment,not yet break through into the nationsl market. The two
plants thet have merketing outiets outside ths region ere in a better position,

h. There is a marked lack of e continuous 'information base', i.e. the Industry
hes not enough eccess to uptodate information on markets, technology and
other developments.

These weaknesses are pointed out here not as a criticism but in order to show where
help and reorganization ere needed in order to make it possible for the Industry to
emberk on any major development program. Such a development program will have to

be cerried through by the enterprises themselves, within their plants or vie new
facllities which they will set up and it is therefore essential to include in eny
development program the organization end resources to overcome the steted difficuitias
in order to create the basis for en effective implementation of the development progrem.

2. The Potential for Deveiopment

e. It Is the team's considered view, as expressed and expiained in the finel
conference in Banja Luka, that the region is ecoiogically, geographicelly end
in terms of manpower and market potentisis weil suited for much larger food-
processing than today - aiso much larger than the formerly proposed industrial
expansion projects of the individual enterprises

b. There are several main preconditions to achieve such development:






vndustrial activity wili have to be concentrated in a few iarge specialized
piants to become effective, profitable and seif-generating - for the enter-
prises themselves and for the regional economy as a whole.

This development direction may for a time delay the dispersion of industry
in several parts of the project reglon but after weighing all the pros and
cons the team concludes that priority shouid be given to a pollcy of concen-
tration,

Raw Materiai Supply wili have to be organized to a much greater extent by
the industry enterprises - including giving credit to the farmers, contracting
with them, giving them extension services in the widest sense.

Forward (market-oriented) Integrative measures within Yugoslavia and in export
markets will have to be undertaken in order to break out into wider markets.

An organizational framework has to be created by the entesprises in the form

of a sel fmanaged '"Rooforganization'" (R 0.). This wiiil enabie the carrying out of
the development program in Its stages by selfimposed priorities, streamlining,
concentration of scarce technical staff resources as a service to all enter-
prises. Also, it will make it possible for the industry to present and work

out its needs with the authorities, as to raw material sources and market outlets
in & coordinated way.

¢ It has been proven in Yugoslavia and elsewhere that similar sets of preconditions,
1f implemented, do operate successfully. The team feels that after a number of
working sessions in the region consensus was achieved with the enterprises and
the authorlties that deveiopment efforts will be made in the indicated directions.

3. Sectoral! Summary.

a Agricuiturai Aspects in the Prg]ggt Area

Only those aspects were examined which have a direct bearing on the foodprocessing
industry

Data were developed on production and marketing aspects of various crops
needed for the various development programs proposed in this project.

A specific arable area 1s being suggested as one possibility for direct
Vitaminka growing of specific raw materiais for its expansion program.

A procedure for iand use optimization is suggested for further action on
detailed planning of the agroresources in seiected parts of the project area,

b. Vegetables and Fruit Processiggl

|

The carrier for this sector should be Vitaminka and it should be given the
possibility to extend sales to wider markets and to have access to raw materials.

The adoption by Vitaminka of the proposed deveiopment program could lead to
productivization of Vitaminka and its taking a ieading position in the
Yugoslav canning industry.

Specialization in high-quality, high-price products shouid be chosen.

Babyfood, Sweetcorn (canned and quickfrozen), highgrade vegetabies and fruit
are processed for graded fresh saies,canning and/or quickfreezing. Potato
and vegetable seeds projects are aiso proposed

The pium surpius problem is analyzed - one conclusion 1s that it needs wide
action on republic level,

' Meatprocessing Industry

1.

The region has large |livestock breeding meatprocessing potential which is
presently completely underutilized.




f.

2 Suwa'l regionral slaugnternouses, partially usina livestock from outside the
region, are the only industry at present Suogestions are made on some
improvement in their overall worxking.

Unconnected with (2) above, it is proposed to embark on a longterm large
integrated meat development project, consisting of feedstuff ingredient production
(forage grains and protein values), feedmix production, livestock increase and
improvement, modern meetprocessing (of this iagional livestock) for the domestic
market and for export.

This project is seen as the possible lever for a significant ncrease in the
parcaput income of the region Considering :ts 'mportarce it is recommended
to make lerge efforts to mobilise and organize the required resources for
phased execution. The total investment - neaded over several yaars - would be
large but it would be selfiiquidating in terms of payout and of hardcurrency

3. Tne Stojanovic Kombinat is proposed as the car-‘er of the Meat Development
Project.

Feedstuffs Production

i. The problematics of the Yugos!)!av feedstuff economy was analyred, particularly
in terms of lack of indigenous highquaiity vegetable protein values.

2. Implications of the continuation of present enima! feeding systems on the
exportability of meat to competitive future European meet import markets are
discussed .

3. A program is presented for an integrated soybeans growing and processing
comp lex.

4 Meesures are proposed to increase forege yields, as part of the feedstuffs
supply

§ The feedstuffs projects were quantified and connected to the Meat Development
Project

Milk & Deiry Products Production

1 Today adout 13% only of the reg:on's cownilk output is processed by the
Banja Luka dairy which is the only da'ry in the region

2 It is proposed to give priority to increased collection of milk from the
farmers, by various organizational, logistic and incentive measures which
are detai'ed in the relevant chapters

3. Increase of milk output in the region shou'd be given second prior«ty, after
the first priority is sol!ved

4 1t is suggested to change the expans:on progiam of the da ry by widening
output and range of products This wou'd achieve a larger turnover and
consequently productivisation of the ‘nvestments made

5. Cheese production in other BK locations :'s recommended

Cereals Processing

1. Cereals Processing in the region today consisrs of several locally-oriented
flour mills and bread bakeries, plus one sizeabie b'scuits/waffles plant
which, via integration with a nationwide produce/distributor, has access
to the whole domestic market

2. One of the bakeries, the ‘Yrbania/3anjal.uka bakery of the regioral Zitoprodukt
production/trading enterprise, i5 very tocern and spacious

3. It is proposed to expand the cereal processing .ndust:y 3y procuction of
industria! cakes, specialty breads, o i1entai sweets, various snackfoods This
would be profitable as such and a'so help to productivise recent heavy invest-
ments 'n the bakery

L. Zitcprodukt is suggested as tne carcier of the cereals proces-ing “evelopment




q. Fish and Riverfood Processing

Proposals are made for starting the breeding of various types of fish, Including
processing nf trout by smoking, and of lobster farming.

D. SUMMARIZED COST OF DEVELOPMENT PROGRAM AND EXPECTED MAIN EFFECT ON THE
3

The program was conceived to optimize towards maximum quickest practicabla regional
ALY

income improvement via agroindustry, i.e. a systematic combinatlon of foodproce
and agrodevelopment .

“he program evolved would be implemented in stagas and is flexible. However, once a
decision wlll have been made on any product line or "sub-system' it will be imperative
to organize the resources for the complete, phased and interrelated impiementation
of that particular project, If that will not be done, the opposite of the dasirad
effect will happen - instead of productivising past investments and streamlining the
situation, the burden and complexity wiil be increased

The main adcitions) projects recommended in the various sectors and their axpected
impact ara summarised hers. The summary does not contain several peripheral non-
definitiva projects - agricultural and agroindustrial - detailed or mentioned in
the report.

ALL FIGURES IN MILLION § (17 ND = $1) xx)

Totai fixed new Approx. Increase
investment for maxi- of Annual Re-
mum fullstage imple- ional Income
PROJECT GROUP mantation Hard Currency Added Seales Hard Currency (direct nett)
Meat "evelopment 85.8 255 103 4 69.5 79
‘femplex - <ombinat
incl. livestock +
feedstuffs devipt)
Vegetable/Fruit
Canning, etc.~ x)
Vitaminka k.2 1.5 17.5 2.5 14

Other Veg./Fruit
Project - Vitaminka

jcintly with others 2.2 0.1 2.0 O.SX) 1.8

Cerea's Processing - x)

7 toprodukt 1.5 0.5 6.8 .57 5.5
TOT/L 31.7 27.6 1357 74.0 100 0

“"includes salcs to foreian tourists and, in meat complex, imports substitutlon,

X)exciud?ng lairy operations for which the main investments have been made.

It is seen that the major simpie factor in agroindustry that could significantly increase
the reaion's wealth would be E“Et SCALE MEATPRODUCTION .

The ''nett added value'' of $100 million, of which a iarge part in direct or indirect
hard currency, will be - if achieved - a real nett added income to the region, It
would thus increase nett annual percaput income by about $130, and this income will be
dispersed across the population since a large part of it will be farmers' incomes

(for livestock breeding and crops) generated through the organization, production and
sales activities of the industrial plants iSee final section of Meat Industry chapter
for detailed explanation of nett added value concept)

Al projects proposed are estimated to aive reasonable profitablility provided they
are properly impiementlec, they deal with products which would have a good continuous
mar«et, and we hel.eve tney can, over time and witn certain organizational preconditions,
implemanted witi/by tne human resources mobilisable in Yugoslavia for the region -

]



3. RECOMNMNENDATIONS




LELoMHEADATIONS .

A. A development program for BK agroindustrial deveiopment is presented which has
possibilities of Implementation if the following conditions will exist:

a.
b.

c.

Financing will be made available.

The program, or specified parts of it, will be approved and adopted
by the reglonal authorities and enterprises and obtain thelr full
support.

The organizational recommendations are ca..led out to a sufficient
extent so as to create a proper implementation basis.

5. The major recommended policy |ines could be summarized as follows:

) Meat Production in Bosanska-Krajina

Financial, managerial and physical resources should be concentrated
on a massive program to create a vertically integrated meat industry
of the region.

This Implies investments and reorganization of the infrastructure,
including:

1. Change in feeding system of cattle and
other meat animals.

2. Large organization of Contract Farming.
3. Large expansion of feedmix production.

&. Agricultural growing and industrial
preparation of protein values for
animal feed, mainly sova.

§. tmprovement of forage lands.

This infrastructure could give a large continuous meatsupply of quallty

which will at any time in the foreseeable future be saleable in many

export markets, most of which are near to Yugoslavia, and also domestically.
In order to have this meatsupply upgraded in vaiue and in varlety for optimum
and continuous income, it is recommended to set up in stages a modern large
slaughterhouse-meatprocessing complex which would work at top export quallty
and would be independent of the meat production facilities for regional
consumption., This complex should contain:

6. A slaughterhouse and meatprocessing plant
with an annual throughput of 150-200,000
head of cattle and 200-250,000 pigs, plus
some quantities of sheep.

7. A slaughterhouse and processing plant for
7 milllon broilers, as the first stage of
sxpanded poultry production and processing
In the region.

8. A by-products utilization (rendering) plant
to treat the regional byproducts for both
economic and sanitary reasons.

In order to start the planning and implementation of this project, a Meat
Division should be set up In the Mladen Stojanovic Kombinat which will be
directly charged with the detailed work.

The Meat Division should also have a special department dealing with the
organizatlon of feedstuff production - from the agricultural side, such as
the Introduction of soybeans, better forage crops, etc., tlll and including
the supply of ready feedmix to the farmers and installations which will
raise the animals,




b) Major Organizetional Changes.

in order to carry out the development progrem two major organizatlionei
chenges are recommended:

1. Crestion of a BK Foodgroconlng Rooforgnlutlon.

(1)

(i¥)

(i)

(iv)
{v)

This body should be set up by the industry enterprises
Immedieteiy, sterting with a smali nucieus., Ail the
ectivities which will be accepted as be’onging to this
body should be exercised by it, on tehalf of the industry,
towards the enterprises, the authorities, the farmers,
finencing Institutions and the outside regions.

Investment Funds end decisions shouid be channelled through
this body and specialized manpower end ectivities of en
overall character should be concentreted in it.

Finencing of the activities should come from the budgets
of the enterprises which will be members.

The seat of the organization should be in Benja Luka,

A top management committee should be formed to be res-
ponsible for directing this body. It should consist of
representetives of the member enterprises and of the
communal authorities. 1t couid be considered that the
management committee nominate an Executive Director of
the rooforganization from outside the enterprises, or
outside the region, who hes the experience and stending
to corry out such a development program,

2. Restructuring of Relationships between the industry and the
T New Naterials Bese.

armers., so s to creete a8 strong aw

(i)

(in)

The suthorities could do much to help in furthering e
legai framework which wouid encourage increased and
more efficient production by the privete farmers who
constitute over 90% of the agroproduction potentiel,
Creation of fermers' associations, credits for capitel
investments and inputs on secure but conditionel terms,
and ¢ detailed policy that will make the farmer e
productive participent in the deveiopment program,
could be of great velue. iIn some of the more developed
regions of the Federation this Has aiready been done
successfully and the team believes,after dliscussions
with communal and BtH republic representetives, that
such are their intentions for 3X so as to have the
required raw material basis for the market-oriented
Industrial development aims.

The industria! enterprises, individually in their deily
mansgement and coordineted in the proposed rooforganization,
wil) heve to make ¢ ierge effort to attain the same effect-
ive type of contrect reietionship between them and the
farmer-suppliers as is todey precticed in many other regions
of the Federation. Farming is today becoming e side occupe-
tion, instead of a main source of income, for many of the
privete farmers in 5K end it is possible that only a strong,
weii organized incentive system can bring about that incresse
in raw material supply which will be required for the Impie-
mentation of the proposed development program, or any signi-
ficent parts thereof.




(ii1) The banks and communal authorities should study the
overali socioeconomic impiications of this deveiopment
program, Once it is approved in the proposed or modi-
fled forms, a lerge infusion of funds will be required
into the egriculturai sector, vie the industrial enter-
prises (associated as a rooforganization) The quenti-
tat!ve changes will be so high that.a new que!itative
approech will be indicated :n regard to the granting
of selective agricuitural credit - vie money and inputs -
to the supplying farmers

It is further recommended thet the banks get invoived
with the deveiopment program '‘on the ground fioor'" and
have their representatives bscome members of the com-
mittees which deal with the credit needs of both the
enterprises and the farmers

C.. Further general recommendations are:

Specieiization.

The BK foodprocessing industry should pian to specieiize in its plent
units in production runs of related products and try to avoid unneces-
sary duplication end fragmentation, either among the regional enter-
prises or In competition with those Yugnsiav products which are prod-
ucad by a large number of enterprises in other regions.

Cultlvgtlbn gf special crops.

The deve lopment program conteins severe! proposals for the cultivetion

of new types of crops Most of these ers intended to give ¢ good market
for new processed or (initially) semiprocessed vegetables or grains, es
weli as to increase the sales or profit per unit Invested - both for

the farmer and for the industry and the commercial sector - by heving more
sophisticated products available it is recommended to support the neces-
sary investments and organizationai steps and give reasoneble priority to
such cuitivations - whether they be done by the Kombinat, by private
farmers or on new lands to he worked by the enterprises through new
contract arrangements,

Utiiizetion of spare capacities in the enterpiises

In most of the enterp-ises of the reg.on the team found the possibility
to ed1 additionai products which couid be produced with the existing
equi nent and space o- with minor investments or space expansions.  The
proposais are shown in detai! (n the sectora! chapters of the report

it is recommended to concentrate 'mmed are attention to carry out these
proposals., This wiil not detract resou-ce: from the large meat complex
and on the other hand it can increase the profitability of the enter-
prises appreciably within a sho-t time, and cause better productivisation
of the present foodprocessing capac.t. .n the project erea.

Evaivetlon Criteria for New Projects

It is recommended that the pianners i~ the deve'!opment departments of
the enterprises (who will be work.ng as a group .n the rooforganizetion)
should use market trends, internat -onal costs/prices, and ""total self-
cost concepts' (from field via factory to the market) to judge invest~
ment decisions. This seems to the team to be a very critical point.
For instance, one of the major factors that infi.uenced former calcuiat-
ions regarding soymeal feasibiiity was a distorted price situation as

a result of imbalanced developmenr in the vegetable oil! industry, and
connected matters. Similar cons:idzrations perta'n to some crop!land
end forage land utiiizat-on, to da.ry p-oducts orices, etc. The team
pointed out these matters in severai ro.ndtable conferences and in
individual meetings with plant managemenis an~ agreement was reached
that in future development prog-ams,a different, longterm method of
evaluation wiil be used



. «ngthening of «nformat on Base

1t is highly impo-tant to strengthen the information base of the plant
managements and departments - development, production, marketing -

in & radical manner The team found that compiex and costly investment,
production and marketing projects were being discussed, planned and
proposed by the exist ng industry without the management's heving
sufficient access to uptodate and full (nformation 1n eech fleld.

The investment n an information base is only a fraction of the cost

of mistaken or insufficient plann.ng and implementation decisions.
Details of the -ecommendation are proposed in the report sections,
mairiy in the section on the rooforganization's tasks

. lr:‘kaw&g from Regional Internal Market

For understandable reasons the BK foodprocessing industry has till now
been mainly marketing to the local, regional market - Banja Luka and
surroundings, some parts of Bosna outside the project region. Exceptions
are Bade!l Bosansxa of Banja Luka which has integration agreements with
the lagreb Mar an Bade! enterpri.se and produces certain articles for a
wider market, the Mira Cikota biscuits plant of Prijedor which has a
similar integration arrangement vith the lagreb Josip Kras chocolate
enterprise, and a mino- export turnover by Vitaminka of Banja Luka, via
Voce-Export of Zaureb, ogetable preserves.

It is recommended :hat act:ve steps be taken, via the rooforganizetion

and the enterprises, to achieve sinilar market integration (and production
division) arrangements with a number of established and expanding enter-
prises in other regions of Yugoslavia This wouid grestly facilitate the
implementat ion of the deveiopment programs and assure a better industria!
base. The team has discussed such possibilities with a number of plant
managements in Yugoslavia and there does sesem to be concrete interest on
their part to have some co-production and/or co-marketing integration
arrangements in BK  The reasons are thet they feel that 8K, es &
developing region of the Federation, hes easier access to basic [nvestment
credit, that BK has a labor poo! and a potential for empansion, whilst
being geographicalily near the markets of Croatia, Srbija and the tourist
regions of the Adr:atic coast.

. Marketing and Knowhow Agreements with Foreign industry and Commerce.

Although 1t will not be easy to have conclusive and quick reelizations of
such agreements, they are possible and are in practice arranged between
many Western European and Southern European anterprises. It 8§
recommended that the rooforganzation deai with this subject which is
one of the prime possibilities for butld.ng up a permanent export market
for some of the goods to be produced.

. Training and Manpo er Development .

The rooforganization shou'd see as one of its immadiate tasks the creation
of a longterm training program for various schelons of the foodprocessing
industry. This training could be done partly in Yugoslavia and partly
abroad. In order to obtain effective results, training of 6-12 months or
more is essential, to be performed on an 'in-plant' basis in producing
enterprises, sales organizations and planning institutes.

Simul taneously it wou'd be useful to have teams from the enterprises go on
2-4 weeks' studytours to various spec:fic organizat.ons in several forelgn
countries, to acquaint themsclves with uptodate practices in their fleld.
A number of such tours, connected with the proposed development programs,
have been suggested :.n the relevant sect:on of the report, and it s
recommended that UNIDO finance them.

. Tourist Area Market on the Adriatic

This market s becoming a potentially large seasonal factor. Oue to the
location of BK industry it s recommended that arrangements are made for
storage and distribution of BK-origin food products in those areas.
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Other vegetables should be planted on an inc ‘ea~irn szale in order to
upgrade the raw material supply base for Wus. , and also to get the
farmers used to more sophisticated produc s demanded by today's end
tomorrow's markets These Include broccol i, caul iflower, bebycorn,
chitores, etc

On the plum surpius problems, the recom dations are:

i) The problem cannot be resoived ragionally. it wouid require a
coordinated solution by a Plum Utilization Board of BeH plus Srbija

11) Better grading and packing are a precondition for better sales.

ili) Controlled atmosphere storage would meke possibie after-season sales
in the Westeuropean market - assuming that only top quality graded
frult will be stored.

iv) A combined grafting ard eradication program should be drawn up

v) Anti-sesson sales to the southern hemisphere shou'd be considered.
This would require introducing a new variety which is transportable
for longer periods at +1°C.

vi) Certain processed plums products (Powidl, plum pulp) have some
markets but this would not materially affect the olum problem
which is quantitetive end dispersed.

| 130 A ions 8.1, iani

Various improvement steps ere recommended for the existing or presently
constructed slaughterhouses in the region.

tixsasosh Supe'y
i) Contrect cattle raising and pig breeding in the reglon should be
organized on a lerge scaie in order to form the basis for a large
enpgorting meat industry complex.

11) The local "Busha'' cattle can be upgraded by cross breeding and active
steps should be undertaken in this direction.

111) The Nombinat should organize a large 'Meat Division' es an essentiel
organizational measure to start a large scale meat industry in BK.
The first task of the division would be to plen & S~year scheme
for bringing livestock supply up to the requirements of the develop-
ment project.

SALACASAALing Piants

It |s recommendsd to erect, stagewise, the faciiities 3 given in the
report and in recommendat ions (a)6 - 8 (a)

The Implication of the meat industry complex for the BK sconomy is analyzed
in the report and given in the summa'y

Considering (he very ‘a1 ge amounts earmarked for export - both as chil led/
frozen meat and as mear products - (L s  sconmended to start thinking

of setring up a srecia)l meal expoit group, with contacts abroad, so as to
tadnch the mult yea: scheme which 1s being proposed.

Oevelopment effoits - scient i fic, o gan zational and commercial, should
b0 made in orde to bring the poult-y raising and processing branch up
to international standards Th.< can be doune by bringing in experts from
other areas of Yugo.lav.a

1 is recommenied to base decisions on deveiopment in this field on the
methed of overall economi( anaiysis of the sector, shown at the end of
the meat chapter
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Anlgl feedstuff Production

h.

It |s recommanded to gliva top prinrity In the egriculture! fleld to
projects concerned with animel feedstuff production, particulerly
vegetable-protain=rich ollseads such as soys, end other feedstuff components.

Protein values grown in the region can, by turning them into meat, be one
of the meir Income sources for agroindustry, and the alternative to
growing them in the region or near it would be import against hard
currency which the tesm considers unnecassary. The region can within e
short period cover all the protein values needed by seif-production.

Feednix - ilities will have to be enlarged considerabiy over the period
of the ‘opmznt schemse.

The fe: tf situation should be analyzed by the plannars and the finance
ing ins. tutions Iin terms of the overall cost/banefit to the economy,
both in dinar terms end in hard currency earning/saving. This has not
baen done till today. Presantly the decision makers base their selection
of projects according to the internal price structure for inputs and
outputs in the '"micromarket',

Maadow/Pesture improvement should be undertaken without delay. Tivis 1
required for any progress and productivization if these fodder components
can be achieved with small means.

Feeding methods should be improved.Concentrated in-stabla feeding should
form the besis of new investment decisions, farmer-industry contracts and
axtension services. Feedstuff formulae should be based on prices of

active components, NOT on nrices of components-conteining raw meterials.

The possibility of irtroducing sorghum as a large scale feedstuff plant
should be considered

A soybean processing oiant should be erected in the region, logistically
to be located between the soybean planting areas and the feedmin require-
ment centers. A piant of 500 tuns per day should be considared as @
practical economic-sized unit.

Decisions should be made regarding the land-utilizatior nicgram indicated
in the feedstuff section of this report.

Milk Supply and Processing

b.

It Is recommended that the Banja Luka dairy be expanded to receive and
handle 100,000 iirres/day (instead of the p-esentiy planned 60,000)

The system of receiving milk In the dairy should be altered.
More products shouid be included in the production mix, such as:
i) Varinus D1 inks {(pasteurized milk normal and fow fat content,
cocoa and coffee flavored milk, vanilla flavored miik)
ii) Cultured Products (natural, stirred, fruit, yoghurts, creams)
1i1) Soft cheeses
iv) Butter spreads
v) Processed cheese
vi) Semi-snoft cheeses and hard cheese at cheesery(ies) - removed from
the Baija Luka dairy
The present mitk collection system should be widened and improved.
Sales and Promotion efforts for dairy products should be improved.

The production of milk carameis should be studied by the dairy in con-
junction with the Mira Cikota biscusts plant.




Serasls Processing

8. Large sums heve been Invested in the new bakery of Zitoprodukt in
Bonjo Luka and It is recommended to produce » number of new products
in the spare space avallable in this bakery and In its other bekery
in Prnjavor. This cen lead to productivization of the investment and
to the introduction of a new series of products in the eres.

The products are:

Industrial Cakes
Speciality Breads
industrial Oriental Sweets
Cornbased Snackfoods
Puffed Wheat and Rice

The Integration for national merketing by litoprodukt with s nationel
chaln should be considered, similarly to Mire Cikota Prijedor’s inte-
grotion with Josip Kras of Zegred. This could glve litoprodukt, which is
well set up and wall managed, an immediote hesdstart to bresk into the
wider merkat with products which should have very good sales.

it |s recommended to assist Mire Clkota in the financing and implementation
of 1ts enpension program. This is well conceived and the plant has shown
thot It knows its fleld fully in terms of product devalopment and sales.

The Bonje Luka brewery may wish to modify its product mix with new beer
bronds. S$hould the brewery wish to ge on with this project then it |s
recommended thet they consult with other Yugoslav breweries before going
sbroed. It mey pay more |f several Yugosiav breweries meke joint

srrongements with o firm abrosd, and the new brend would probebly be more
occoptoble 1f It appesred all over the Yugosiav merket.

6. Lighen¢ Riverfeod Processing

Due to the possibiiities to use the Vrbas/Neratva rivar area, and other
rivers, a8 fish catchments, it is recommended:

To study the newly deveioped Jepaness methods of cege fish breeding in
river weters for application in the Vrbas and Seva rivers.

To consider the introduction of trout breeding = pius erection of a
trout smoking facility.

To develop lobster breeding in several places which have aiready been
found suitable.




3. BACKGROUND ON THE YUGOSLAY FOOOPROCESSING
INOUSTAY AND ON AGRICULTURAL ASPECTS IN
THE PROJVECT AREA
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In this chapter the overall situation i1s described for the foodprocessing sector of the
Yugoslav economy, as well as the overall aspects of agriculture in the project area in
regard to forming a supply base for the regional foodprocessing industry. The chapter
does not include a description of the specific existing enterprises in the varlous
sectors - these are described in detail in the reievant sectoral chapters of the report.

It should be mentioned here that a large number of internal and published documents
exist in the project area and in other regions with ample statistical data of past
performanca. No need was seen to repeat most of th.s information except to analyze
and highlight the problematics which has a future direct bearing on the issue at hand
- an integrated development of a foodprocessing industry :n BK, based essentially on
the existing anterprisas acting as nuclei and as carriers.

A. FINANCIAL STRUCTURE AND PERFORMANCE OF THE YUGOSLAV FOODPROCESSING INDUSTRY

This is glven as ovarall background information.

The tebles ovarpage give summarized information of the finencial structure end
performanca of Yugoslevia's foodprocessing industry for 1969 end 1970, as anelyzed
by the Poljoprivredne Banka (Agrobank) from 96% comprehensiveness of data.

Physical volume had increased by 12% and there was an 'ncraase in all subsectors
of the foodprocessing industry except in concentrated soups, starchas, sugar, milk
processing end confectionery production. Sales of tha industry increased by 32%
in money tarms.

Price incraasas influanced the supply instability - with | . vestock prices increasing
24 (cattle 28% and pigs 17%) cereals 5% vegetabies 3u4% and fruit 16%. In tha same
period the average retall price increase of the products of the foodprocessing
Industry was 11%, with meat products increasing by 24%. Instability caused by tha
rawnater ial price increases reflected on the product ‘on and therefore on the supply
of domestic and foreign markets.

In the nine months treated in the report foodindustry exports were 820 mill. dinars -
32% abova the same period the year before, with processed meat the single largest
export item et $2b million. Imports by the foodprocessing :ndustry also increased

- by 51% - to 768 million dinars. 51% of these imports were animal feedstuffs of
which half was oilseedmeals, i e. protein feedstuffs

Basic capital increased by 12% and working capital by 19% increase of fixed
capital in the meat processing industry was 7% only, although the meat processing
industry constitutes 34% of the tota! foodprocessing indust-y and contributed in
that year 37% of total processed food exports.

There was a large Increase in total indebtedness by the (ndustry due to the grant-
ing of investment credits. (Note - since such credits are the main source of capital
in Yugoslavia's growling industry under the economic system, this statement has to be
understood in the proper context). This indebtedness increased specially in the
milkprocessing, sugarprocessing and meatprocessing plants - w:th an average indebted~
ness in the foodprocessing industry of 36%

Operating losses of the industry decreased by half compared to the previous year

The losses in the meat processing industry decreased by 63% though they still constituted

£2% of the foodprocessing industry losses. The fruit and vegetable industry iosses
were 17% of total industry losses.

On the other hand, 87% of the repayments on investment credits due from the industry
in 1970 were paid. Since such capital repayments constitute an ''accounting expense''
within the Yugoslav system of overall industry accounts, and many credits are granted
for rather short periods, the real ''losses'' of the industry are considerably smaller
by Western accounting methodology.

Productivity is reported to have increased by 10%, measured as output per worker.
Total average net personal income in the foodprocessing industry in 1970 was 1,025
din/month (compare 1,324 dinars in 1971 and 1,39 dinars in mid=72) - with incomes
well above the average in *he broweries, sugar refiner:=s and vegetable oils refineries,
and incomes well bLelouw the averace ‘n the slaugiterhouses and the vegetable/fruit
processing industries.




The following data rafar to the Agrobank anslysis for Jan/Sep 1969 and 1970.

Statistica) data on the foodprocessing industry for 1971 end/or latest avalleble periods
from various sources ars gliven in the relevent section of the appendin.
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B. YUGOSLAV EXPORT TRADE PROBLEMATICS IN FOODSTUFFS

The Global Situetion.

Yugoslavia is mainly Interested in export merkets with convertible currencies.

Considering the country's present marketing network end trade connections, this
meens in effect orientetion towards the EEC Common Market countries and to a certain
extent the USA.

0f secondary treding interest are the Eestern European countrles towards whom
Yugoslavia is meinly a creditor netion in food trade. They pay good prices and
take some goods not marketeble in the West, but the range of trede is limited and
the Individuel Yugoslav producer/exporter receives dinars without sufficient
export incentives.

0f tertiary foreign trade overseas interest - w.thin the present!y trading con-
ditions - are ''clearing' countries, mainly in developing regions, which could
over time become of interest if and when the Yugosiav foodprocessing enterprises
will "discover and work'' these markets to a large: extent than hitherto.

Great efforts are made by the Federal Yugoslav Gove-nment to .ncreese its
associetion agreements with the common market countries. in a recent memorendum
to the Europeen Commission in Brussels, the Government referred to the explry of
the present egreement In 1973 and suggests to include en evolutive clause for
increesed economic cooperatlion.

This would include finence end credit policies, foreign investment, industrial
and technological cooperation, Improved cooperation regarding Yugoslav workers in
common market countrles, etc. The memorendum is said to have specifically re-
quested steps towards the stabj isation of pork and processed foodstuffs exports,
In eddition to the resoiution of the beef export problem. Presently Yugoslavia
hes en agreement with the EEC covering the regulation of ''bsbybeef’’ exports.

It is thus cleer thet any prognosis regerd na the feasibility of exportebility
of processed foodstuffs will be very difficult The following remarks might
def ine some problem areas:

a. Even assuming a llberal policy of the EEC in the future, the feasibility of
export ing processed foodstuffs will be lower than that for fresh produce or
intermediates - both pricewise and acceptancewise. While the trade of fresh
produce will be regulated by agreements, quotas and customs tariffs, processed
products will have to contend with resistance/competit.on by the local food-
processors, changing product fashions/specifications/labelling and similar
situatlons.

b. Meat, laborintenslive fruit/vegetable products, climatically/season-favored

products and specialities will be the products having some chance and there-
fore need priorlty attentlon. Even in that case, very close watching of
changing market and fluctuating price level patterns will be required in

order to sell, and sell profitably

¢. Matters could be made easier by adhoc or iongterm trading arrangements or
partnerships with larger EEC country trading. manufacturing or distribution
organizations. This can be built up on cond.tion that the Yugoslav organization
offering such links will be considered by the importing partner to be able to
deiiver sufficient quantity and quality as contracted,and that delivery logistics
will be controlled by supplier and buyer These latter points were stressed
by all major West European trading organizations contacted 1n our export market
survey. It is reallzed that this would need investments by the Yugoslav
economy In Improving the refrigeration cha«n, as weil as attention to giving
priorities to export shipments on the rail network

d. Mejor competitlon in similar products Is to be expected in the Western markets
from the East European countries, mainly Roumania and Bulgaria, who are steadily
building up large capacities on the agricultural and foodprocessing potential
and forcing the export sale of these products in large lots by highly centrallzed
efforts, coordinated with thei.r overal) trading policies and execution between
them and the Western countries.

Although some organized resistance to these developments ‘s evident among the
agricultural and foodprocessing sectors of the buyer nations - some of whom are
themselves exporters (like Holland ) - it 1s expected that the overriding interest
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of the West and fast nations to enable the export of capital goods and technology
to the East will mean the continued opening of Western countries to such food-
stuffs from the East.

e. "Third World" countries could, with directed effort, be made into customers for
Yugoslav food exports. Although many of them are trying to export foodstuffs
themselves, these are often of tropical nature, or of different seasons, and
they often lack the currency or buying power to import expensive foods from
hard currency countries in quantity.

The team has drafted a questionnaire which was circulated by the Yugos!av
Foreign Trade Institute in Beograd to Yugos!av Commercial! Counsellors

abroad, in order to ascertain first information in the this matter. Following
on the repliés could help towards such developments.

2. _Sjggific Points relotinl to the Development of Exports from the Project Arga_

Beginnings have been made by the area's foodprocessing industry to export some of
its products abroad - mainly via specialized trading organ:zat:ons such as Voce
Export and others. Like in other countries, the share of the foodprocessing
industry in exports, by percentage of its output, is smaller than that of other
industry, such as metal-lurgical, which has specialt:es to offer. Stulies made
locally have stressed this point but we would comment that in the future it might
be best to make efforts to gradually increase exports of profitabie products -
first by using sales to the foreign tourist a-eas as ''easier, nearer, more profit-
able and constituting a test for rectification of mistakes.'"' As a second stage one
could attack specific export markets wlith specific products, after a clear picture
has been gained of 'where, when what, how and how much.' Any effort to export
only in order to reach a ''target'' - whether this is a statistical one for the

area compared to other local industries, or whether it is a percentage target out
of total plant production in order to equiiibrate earnings or foreign currency
availabllity to the plant - wiii bring stresses that will boomerang.

C. SUMMARY ON AGRICULTURAL ASPECTS IN THE PROJECT AREA

The project area in Bosanska-Krajina (BK) has agricultural areas of over 500,000 hectares,
94% of which are owned by private farmers and the rest by the social sector. There are

2 main ecological regions in the project area. From the Sava river southwards to Banja
Luka region there are arable lowlands. The other region is hilly, partly wooded, good
for grazing, with small but potentially significant interspersed arable plots.

in the iowlands most of the crops common to that part of Yugoslavia are grown, being
dominant. High yields have been achieved in extensive crops, particularly in hybrid
maize, wheat and rye. VYields of intensive crops (vegetables and fruit) are low but
progress is being made in the sociai holdings (M. Stojanovic Kombinat) towards better
yields. The Kombinat veg/fruit production is a fraction only of the area's veg/fruit
output. Pastures and meadows abound in the hill region but are underutilized.

For data on major food products of agriculture in the project area see the various
tables in the chapters. (The various Forecasts there for 1975 are the old ones, not
taking into account new specific food 'ndustry development additions)

In 1971, 48% of the total project area population (5i% of i1ts households and 60% of

Ity economicaliy active population) were farmers - a large part of them dispersed in
low-access hilly areas - and many able bodies members of the farmer families work per-
manently abroad, or some (male and female) near their homes 1n non-farming occupations.
34% of househoids in the project area are classified as purely agricultural, 17% as
mixed and 49% as non-agricultural. The only areas widely differing from this statisticai
average are the three urban communes of Banja Luka {16% agricuitural households),

Jajce (i9%) and Prijedor (22%). 1t is in these th-ee communes that industry has con-
centrated. On the other hand, some of the hil) communes have up to 80% agricul tural
population.

The sociai agricultural sector, represented in the project area mainly by the agri-
cultural divisions of the Stojanovic Agro.ndustr.a! Kombinat, is being managed under

the ''sel fmanagement'' system on an efficient scale by international standards It has
wel | managed crop areas and limited but good cattle and pig raising facilities. Wheat
and maize yields are severalfold above those of the private smal tholder farms. in milk

yields the difference is even more pronounced Sufficient agrotechn.cal knowhow is
available and applied internaliy but reorganization is required to extend it externally.

\
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The area has severa! advantageous features for agricultural expansion - such as good
climate, underutilization of iarge resources which are near markets, a central geographi-
cal position, plentiful water, underutilized manpowar which in our view could ba producti-
vised/trainad/mot ivated by the advance economic sactors of tha region (the Kombinat,
industry, distribution enterprises, institutes, authorities) as producers of more, better
and more efficiantly produced food for wider marketing and for local industrial pro-
cessing towards wider markets. These advantages can be turned into real economic assets
- increased production under conditions of productivity - more by regional organizational
measures than by the mare invastment of capital, since the major problem and challenge s
to overcome historical disadvantages in the structure, att:tude and davelopment level of
Important segments of the population.

Speeded-up on-farm davelopment is possible baiwean industry and selected farmers, or
between industry and farmers' cooperat:ves A beginning tor such development has baan
made by the modernized concept of voluntary contract cooperants who raceive from the
Kombinat financing and production assistance via advances of inputs (seeds, fertilizers,
young calvas, faedstuff, tractorhours, atc ) and tha Kombinat undertakes to buy their
output at predatarmined conditions. It is now necessary to extend this concept to a
larger, more systematic and sophisticated procedure to obtain from these sources raw
materials for food processing, suitable in price, quality/variety, quantity, timing

and security for delivery.

in the first stages the coopsrants marketed contracted wheat, maize, calves, milk fully
or partly via the Komblinat but there is no contract arrangement today on vegetables
and fruit.

Considering tha profile and structure of the regiona! agriculture - 'ts population,
land environmant, potentlal markets, Government regulations, etc. = It seems that the
most efficient |ine of development of agricultura would be for selective contract
association batwean local farmers - as individual cooperants or as a producers' co-
operative and/or markating groups (or a combination of both) - and large aconomic units
which alone can have the stability and faciiities to guarantaa the farmer a higher
income and a steady market. The mechanics of this ara and will remain difficult
because of tha transient features in the Yugosiav economy betwean an administratively
controlled and a markat-oriented foodproducing/distributing sactor. The temptation

of the farmer to sell his produce - in an economy which often shows temporary shortages
of supply of fresh foods in some areas - on the genaral marketplace at short-term

peak pri¢es, higher than those contracted, can be overcome only by a combination of
factors. Thesa ara improved contracts, giving high security to the farmer, "axtansion'
(guidance) service to tha farmer, insistence on planting of processing-oriented crop
variaties.

The team discussed this matter in detail, separately and jointly, with private farmers,
the management and tachnical ievel of the Kombinat, economic, agrotachnical and
veterinary insitutes, communal and republic reprasantat.ves and all concerned agreed
that despite many inherent difficulties this would be the prafarred solution.

On specific problems and recommendations for action (individual product linas are
discussed further on in the report):

1. The main landholdings of the project are; i.e the private sector holdings, are
distributed all ovar the proejct area.

a. The more succassful farmers are to be found .n the lowlands and near the
main roads since they have a prior: production and distribution advantage.
These farmers grow vegetabies, in addition to grains, and in many cases have
dual-purpose cattle Such farmers are nearest to the stage where sophisticated
cooperation arrangments could bring maximum and quickest return on add i tiona)
invastment (for inputs, working capita', agrobu.ldings, infrasiructure) .

b. The farmers further away from the main roads concentrate on grain and some meat
cattle and highfat pigs. They are cut-off f-om the market in vegetables and
milk for transportation reasons and tharefore produce vegetables and milk for
their own consumption only (family eating plus some m.ikfeading of piglets
and calves).

¢. The farmars in the higher hills are the most underdeveloped. Subsistence
farming is prevalent = consisting of some forestry and farm yard livestock
activities.



Specific considerations and recomendatiors of overall agricultural development
priorites and inethods per se in various parts of the project area ore beyond the
scope of this report. However, as a rawmaterial provider for local foodprocessing
the following priority development directions are indicated:

Strong development of meat-oriented cattle, pigs and poultry, In & balance of -

.1. The contract-farming method (via cooperants) or
2. The intensive '"factory farming' method where concentrated productlion
of meat-intensive animals such as broilers or fattered calves takes place.

a.l
a.l

The balance will depend on the progress achieveable in better contracts with

the cooperants, on the attitude of the fina~rcing instilutions, and on the product.
(Broiler production Is most efficient in an optimal factory-farming central unit,
Also, it is relatively new while a dispersed cattle nucleus does already exist

8!l over the project area). Also, the cattle deveiopment can give an economlic
Impetus to the hillfarmers of unprecendented proportions, by grazing-land
improvernent .

Rationallzation of the ilk Supply.

The lowiands part of the project area are Ideal for dairy cattle raising. The
branch is somewhat developed close to main roads, as mentioned before. The
farmer has no incentive for investment In organizinc more widespread coilection
since he is too small a facior by himself (by number of cows and by milk output),
and also the price system does not encourage it.

Presently the dalry cows in BK consist of a mirority of Friesians (4,000 - 4,200
litres milk per lactation) in the Kombinat, Simmentha! cows (2,000 - 3,000 )itres)
and a majority of (grazing) '"Busha' cattie kept for meat, whose milk is mainly
used on the farm, for human and animal consumption, as well as for self-
production of cheese,

Details are discussed in the Dalry tndustry part of the report.

On the agricultural side it should be remarked that proper increased supply
of lowcost milk to the dairy will depend on:

I. Pricing decislons by Government on actual subsidies.

2. Development of areas for improved fodder production, as well as
development of modern feeding systems.

3 Investment In structures and mechanical milking facilitles for
groups of farmers.

4 Hodernized collection facilities.

§ Systematic changing of calving seasons so 3s to assure sufficient supply
of mlilk in winter, an

6 A specific higher price to the farmer in wint=r: as incentive.

. !ggctablcs and Frylt.

The Intensification of BK agriculture by vegetable cultivation is of
particular importance. The reasons are:

1. Both as fresh foods and as processed foods (assuning good auality of
either) they will find a good ard ready domestic market for a long time
to come.

2. The soll in most parts of BK is suitable for all vegetables of this climatic
region, and some soils are highly suitable for special vegetables such as
asparagus and others,

3. The financial results per hectar are much larger than thhse achievable by
even Lhe highest-yield grains.

b, The crops are suilabie for efficient production in reasonably small
uUnits = sizes that are in-betwesn the nresent ''qarden farming'' and
grain fields. Crods fci plantina in adjacent private holdings could be
organized within the cooperation schenes, to produce quantities of vegetables
suitable for processing




-

e s

The basis for intensive development of vegetable cultivation would be (individual
products are discussed in the sectoral part on vegetables and fruit):

(i) Selected lends of privete fermers should be equipped for irrigation, similerly to
the relevant Kombinat lands.

(ii) Suiteble supply contracts should be signed in a coordinated praplenned manner by
the buyers - Vitaminka, the Kombinat, retailing organizations = with selected
farming groups.

The buyars should decide on the method, timing and orientation of contracts,

(i11) Better credit facilitias should be given to the fermers to assure them seeds,
fertilizars, biocides. Credits should be linked into the ebove contract scheme.

(iv) Extension servicas (guidance, instruction, liaison) should be provided by the ebove-
mentioned buyers end the buyers shouid reorganize in such a way that their egro-
technical personnel will see as part of their duties such extension services to
the fermers.

Such permanent contect batween producar end buyar's expert cen resolve many
practical problems, including avantual price adjustments, and (s the best guarentes
that the contracts will be ¢ liva instrument and not dead paper with ascape clauses
which the fermer today inveriebly invokes when convenient.

(v) This means in fact that the buyar will take upon himsalf the g#_'% organizetion
of the rewmateriel supply « the financing, legal, input-supplying and coordinative/
supervisory espects. Thus the rawmaterial supplier (the individual farmer, or a
group of fermers) becomes en external employea or external coopersnt of the
processing plant.

This system, in its modern veriety, is applied todey in egroindustrial operetions,
under different economic and politicel systems, and elso has found successful
acceptance in other ereas of Yugoslevia. There (s no reeson that it cannot be
spread and used to e growing extent in the project area

d. Soybeans

The vegeteble protein from soybeans, as soymeal, is becoming the most effectively
used vegetebla protein in the worid for an'mal feed. So much has been published
about it that there is no need in this summary to eiaborate on the importence of
soybeans. Datails are given in the chapter on soybeans.

The Banje Luka Agriculturel institute has made severai years field triels with
soybeans end came to positive conclusions (Mulalic - 1969 - Zbornik, Redove).
Among some pecple in the region associeted with agriculture or industriel soy
utilizetion there was conclusion regarding the value and possibilities of soya.

it should be pointed out that the average annual soybeans processing capacity
per plant In the USA has gone up from 43,000 tons to 180,000 tons.

in the soybeans and feedstuffs chapters the problematics of the vegetable
protein suppiy is discussed and specific recommendat.ons are made on the
agricultural as well as the processing 5:des.

0. DEVELOPMENT OF BK AGROINOUSTRY WI'HIN THE CONTEXT OF YUGOSLAV AGROINDUSTRY

It was considered important, for precticai objective as well as for other reasons, to
enamine and present the possibiiites of agroindustry 1n Bosanska Krajina in comparison
with other, recentiy developed agroindustries in Yugoslavia, in several republics and
locations, including in Bosnia-Hercegovina. Since these agroindustria! Kombinats or
foodprocessing factories which linked up (integrated) with their own agricul turai pro=
duction facilities or contracted with others, were working under similar conditions of
the Yugoslav economic system and were staffed by Yugoslav personnel on all echelons,
their success and level of achievement wouid, in our view, be a mo-e relevant yardstick
for targets in BK then exampies of plarts or agricuitural activities abroad




TA TENT
Y.k v Nbll

LETTER OF SUBMISSION

SUNMARY

A. OBJECTIVE OF PROJECT
8. PERFORMANCE OF PROJECT
C. SUMMARIZED FINDINGS

SUMMARIZED COST OF DEVELOPMENT PROGRAM AND EXPECTED MAIN
EFFECT ON THE 8K ECONOMY

RECOMMENDATIONS

A.  GENERAL

8. MAJOR RECOMMENDED POLICY LINES

C. FURTHER GENERAL RECOMMENDATIONS
D. SPECIFIC SECTORAL RECOMMENDATIONS

BACKGROUND ON THE YUGOSLAV FOODPROCESSING INDUSTRY AND ON
AGRICULTURAL ASPECTS IN THE PROJECT AREA.

A. FiNANCIAL STRUCTURE AND PERFORMANCE OF THE YUGOSLAV
FOODPROCESS ING iNDUSTRY

YUGOSLAYV EXPORT TRADE PROBLEMATICS iN FOODSTUFFS
1. The Giobal Situation

2. Specific Polnts Relating to the Development of
Exports from the Project Ares

SUMMARY ON AGRICULTURAL ASPECTS IN THE PROJECT AREA

DEVELOPMENT OF BK AGROINDUSTRY WITHiN THE CONTEXT OF
YUGOSLAV AGROiINDUSTRY

SECTORAL PROJECTS/PLANS iN BK
A. VEGETABLE/FRUIiT PROCESSING INDUSTRY

i. Introduction

2. Present Vegetable/Fruit Processing In BK

3. The Market and the Industry

a. Processed Vegetablies and Fruit - General
b. Quickfrozen Vegetables and Fruit

Quickfrozen Ready-To-Eat Dishes and Packs
Babyfood Production and Marketing in Yugoslavia
Soft Drinks Production and Marketing in Yugoslavie
The Market Position in Dried Dehydrated Vegetables
Specific Fruits and Vegetables MarketIng & Productlon
Plums - Market, Productlon and Development Aspects
Berrles - Market Position and Background
Cultivated Mushrooms (Champignons)
Asparagus - Market and Production
Sweet Malze (Sweet Corn)
Apples - Markets/Production
Peaches - Markets/Production
Chicoree (Endives) - Market and Development Aspects

Some Considerations Regarding the Marketing of
Selected Fresh Vegetables

3
4
I
i
I
i
b
i
4
i
4
)
5
i
A
4
A
)
Y
5
Y




Visits were paid by our team to several agioindustrial Kombinats in B&H, in Srbija,
Hrvatska and in Siovenia. Discussions were held with their managements on technical

and administrative levels, fields and plants were visited, data were collected. Also,
discussions were held in Beograd with the management of the largest nationai financing
body of agroindustry, the Agrobank (Jugoslovenska Poijoprivredna Banka), the Association
of Agroindustrial Kembinats and similar rooforganizaiions. Detailed annuai reports of
seven of the largest Yugoslav agroindustrial Kombinats submitted to the Agrobank -
containing descriptive, production, output reporting, financial reporting and deveiopment
programs, were received on ioan and fully analyzed. The exceilent detailed workmanship
of these reports enabled an insight into the strengths and weaknesses of their operations
and into their genuine efforts to deveiop a new mode of industry, suitable to their
environment, often against difficuit conditions of financing, markets, pricing regulations
and technoiogicai requirements - aii this in the transitory stages from an administrative
economy to a market-or iented economy.

The activities of these Kombinats range from regular, iargescale agriculture through
single stage or multistage processing and marketing of agricuitural products - meat, fish,
sugar, milk, cereals, fruits and veaetabies - to the developing and managing of retaii
shops, hoteis, banks, chainstores, exp rt agencies and other service organizations.

A)though many of their activities take time to achieve fuil profitability they have laid

a sound basis for their productive growth and are showing a way to others. it may be that
with the emphasis on decentraiization the new trend will show a moZified form of agro-
industrial Kombinats, with more specialized units, more processing stages and more
verticai integration -~ather than torizontai broadening. This wili not change the value
of studying the stages of their deveiopment by other bodies in Yugoslavia who are
interested to set up modern foodprocessing facilities iinked with nearby agriculturai
resources.

In the BK region, the '"™iaden Stojanovic' Acroindustriai Kombinat has achieved, over

the ten years of its existence, considerable progress in agricuitural and industrial
operations and is in the middie of a diverse expansion program. |ts maragement recognizes
the difficuities of trying to industriaiize in a relativeiy underdeveloped region of the
country. Detaiis of these matters are discussed in the relevant section of this report,

The foilowing tabie has been constructed on the basis of iearning what has been

achieved, under Yugoslav conditions, by an 'average good agrokombinat'', noting the
salient factors, and showing these in relations to the situation in the BK foodprocessing
industry sector, i.e. showing whether and where this sector needs some or much improve-
ment in order to achieve the same developmental level as these kombinats have reached
today. It, should be said in fairness that some of the BK foodorocessing is well advanced
over the median taken; aiso, some of the aagroindustrial kombinats in other regions had a
headstart by buiiding onto a nuclieus of optimai ecoiogical and historical conditions.
However, on the whoie the tabie may be found usefui for decision-making groups in

the industry and administration of BK and BéH as a tool for setting iines of future
actions.




TABLE SHOMING IMPROVEMENTS NEEDED BY THE FOODINOUSTRY TO DEVELOP TOWARDS
INTENSIFIED ACTIVITY LEVELS OF "GOOD AVERAGE AGROINDUSTRIAL PLANTS'
_ELSEWHERE IN YUGOSLAVIA

ACTIVITY

Creating environment for vertically integrated
agroindustry

Selling to regional market

Selling to national market

Integration with national marketing channels
Exploiting Economy of Scale

Specialization

Management - Overall

Modern Management Tools

Access to Loan Finance for Basic Capital
Accumulation (Profitability)

Contracting for Raw Material Supply
Technological Knowhow

Innovation with New Products

Relations with Republic Govt.

Relations with regional authorities

Direct contact with export markets

Contacts with Tourism area

Gaining production and service institutions as customers

Producing a wider spectrum of a product (cuts of meat,
type of yoghurt or cheese, canned vegetables, etc.)

Linkup with selfservice markets etc.
Brandname concentration
Systematic buying or selforganizing of market research

High utilization of technical planning assets of own
organization

Close links with vocational training in region

Interchange of information (market, raw materials,
technology, prices, etc.)

Utilization of scientific institutions - for industrial
progress and for bctter ra: materials

Setting up own or joint departments for developing nev
products and new rav materials

Utilization of nationwide export agencies
Statility of Enterprise and Personnel
Influx of new trained manpower
Developing "Factory Farming"

In-plant training (Manpower Reproduction)
Concentrate on most profitable products

Needs some
Improvement Considerable
Improvements

Exists today
in BK on same

Needs

»x x »x X

»x » »x X »

»

»x »x x X
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VESETABLE/PRAVITY PROCESS 1NGE INDVUSTARY

™hio chapter will Gan! with the veriows oepusts of doveleping o visdie vegatedble and
freit prosessing ladustry n BR.

Firet, the boohground s given by dossribing the precent vegetable ond fruit presess!
plants ia the prejest ﬂﬁ. ~ ~

Thon, the aprhot, @prhet ing coneidoretions and the paeition of the lov |nduetry
for essh relovent prefust growp ore emanined. Por gotentielly engerteble preduste
intornet lons! @prhot date ore Qlven.

The row mpterie! 000e |0 Goeer 00d ond enelyeed - for tum reaeene. First to chaw the
ove!lghility ond predusidli ity of reguired rew materioles foading the presess ing induetry.
Sesendly bosewes the regien Ie ing & tronsition; sovere! vegetablies ond fruite
oon 0o Govelepnd profisebly %0 0o t0id domneticelly ond for engert in frech form but
eduid later ke gortiy eoncidared for presessing.

o predust | inge ore Moing in the o ond fruite sester ond their
testnnassnenic fapeibility .o . (eme ts, sush oo bobdyfesd or repdy-to-emt
fresen (0ems GDy hOve ¢ MEDt cougonent, n sddition to vegatebies end fruit).

w%mh-ll‘. oenp quostions direstiy releting 0o predust ion ond distr ibut ion ore
dissveend In this chapter. Matters bolenging to the pregesed resferganisetien ore minly
tohon wp in the 0agErete chapter desling with it.

All the ovidense oo!lestad during the field wark in Yugasiovie shows thet with emsll
atditigns! Invesemants, plus on organisetions! effert, there are passidiiitioe

\nsrases vageteble ond fruit prasessing in the regien, to ressh ¢ wider mprhet then
hithorse, 19 ashiove profisedi ity in preseseing, ond 10 hove on ossured supply of rew
anteriols for lnduetriol ln' ot prices ressonshie to the industry ond t0 the
formar. T™his oos e hold for oll predusts, gortisuleriy net for thoee for whish ¢ lorge
mmbor of vagoteble/fruit preseeesrs eutside the region ol i ever Yugaslovie ore conpating.

Gpes (0! 1008 pradusts of Nigh quaiity enly chould s considered for which there 13 0
anrhot ond for which the OR proeeseing induetery eon assure its ewm row materiels.
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There are at prasent two plants in the project area, both locetad at Benjs Luke and
both hovln, recently un@srtaken axpensions st their existing sites. A third facility
(for quickfreszing) is under construction,

One plant is VITANINKA, the other one |s BADEL-BOSANKA end the new third fecility
belongs to the KOMBINAT.

W. This wall-gstabl ished plant is producing ''stapla’ preserves - mainly
¢ ohd bottied preducts of pess, beans, tometoss, cherrias, blusbsrries and
deciduous fruits. The products ara simple conned vegetebles, mines such as Djuvec
ond Ajvar, tconderd quelity jams, pickles, soft drinks. Although Viteminks hes
enport sales connections with the lagreb ''Voceexport'' trading anterprise which has
orgeniagd certdin raw meteriel sources in B8H for its associate firm, Vitaminke
presontly seems to stend alone to face saveral problems which will be described
boiow,

A dotoiled enamination wes made in May, July end September by saveral toam members of
o)) phases of Viteminka's activitios, with the full end valuable cooperation of the
Vitaminka monogement.

Vitaminka's hay problams - which have letely besn accentuated by the implicetion of
Vitaninka's recent onpension - are:

a) The product min, merheting set-up, amount of sales ond all other mensgement
objectives ware till recently coneentrated on the locai regional merket, with rai-
stively little sctivity on the all-Yugosiov domestic merket or in enports.

This mey have suffiedd before but eftar the recent enpansion there is an immediate
neod - ond opportunity - to capitalize on the new resources which the compeny has thr-

Sugh its modern plent in which five million doliers have recently been invested in
bulidings, equipment and cold storege, meiniy financed by the commune and the banks.

The teem saw as one of its mein tesks in this branch to suggest new products and
procedures which could help tawards the resolution of this problem, since it coms to
the conclusion that the quick productivisation of Viteminks vie fully utiiizing its
cepacity for increased operstions in the vegetabie/fruit preserves fiald wouid be
one of the mein ways to stimulate this food processing branch in the area; this would
aiso avoid undesirgble fregmentetion.

Specific new product |ines were worked out and suggested by the team, and in the
concivding flald discuss ions between FAQ/UNIDO/I0C and Vugos isv Countarpert rep-
resentetives with the regionsi plent menagements thess suggestions were accepted by
the Viteminke management. Merket ond faasibiiity evaluations on them are given
lotar in this chapter.

Viteninke rea!ines thet it suffers from o ieck of self-crgenised, integreted agri-
culturel predusts supply, in terms of avaiisbiiity, prices ond centrolled predeter-
mingble qublity.

16 this problem is net reselved setisfectorily in @ systemetic menner, By initistive
of Vitaminka and the support of the commune! end gevermmente! authoritios, then the
public maney spont on the enpens ion of Viteminka w! | be practicelly idle and

sesner or 1ater the enterprise will aither bocame & setelite to another entarprise or
ingcregse its 108908,

Soverai daliborations ond dlscussions were heid en this hey-prabiem and o set of
recommandot ions hes 0o worhed out, connected with the add! tiens! product |ines
referred te sbove, ond with other idees. This wee alse scespted & & guideline
by the Vitamidhe monagoment .

. A Confligt~of-intereet 2iodotion has Govelaped recentiy betwadn Vitaminks and tweo
other regiona! feod preensting enterprises.




i. Between Vitaminka and the growing food processing division of the
Stojenovic Kombinat in nearby Bosanska-Gradiska, In connection with
the production of quick frozen vegatables, mainly peas, which the
Kombinat will produce there from its own raw materials in a new
freezing/cold storage Installation which |s presently under cons-
truction,

2 Between Vitaminka and the Bedel-Bosanska soft drinks and alcoholic
beverages bottling firm in Banja Luka. This firm - with which the
team also had detailed discussions - is fully integrated with the
old established, nationally active 'Sadel' beverages concern, buys
frult bases for its soft drinks from Vitaminka and presents strong
competition to Vitaminke in the profitable soft drinks market.

These matters are part of ¢ wider complex of problems of the regional food pro-
cessing industry which were discussed in several forums during the fleld work

and will ba referred to mora specifically elsewhere In this report. In the

context of this chepter we would remark that the various plant managements are
increasingly aware of the negative Implications of this sltuation end during the
round-table conferences held betwesn the plant managements, the FAO Project Manager,
the Yugoslav counterpart and communal representatives and the 10C team, indicetions
came up for a readiness for solving this problem,

BADEL-BOSANKA. This plant is working very profitably, for several reasons:

a. 1t specialises in quantity production of a small number of high-profit, quick-
moving consumer products.

b. It is meinly e ""confectioning', i.e. bottiing opsration, with low investment,
little stocking needs, no complex raw materiel supply probliem,

c. It is fully integreted with the national '‘Sadel' orgenizetion, having racelved
the special task of preducing a line of beverages which is nationally markated
and distributed via the Badel network.

Its main problem wes, unti! recently, insufficient production space. They ara solving
the problem via a sizesble extension adjacent to their present building which is

inside the Banja Luka residential ares. Since this empansion is nearly completed, there
would be no point now to recommend better relocetion.

Consideretion of Badel's position by the teem showed two possible areas of further
strengthening this useful aconomic enterprise - adding further soft drinks production
and finding some mutudlly contributive contact point with Vitaminke.

Sade! is essentially a softdrinks bottiing plent, established in 1948 and twice ex-
panded since then. In 1968 it merged with "Marian Bede!'" of lagred.

Bade -Bosenka supplies fruit juices (i.e. non-geseous soft drinks) to the whoie

Sedei national chain. Orengs syrup is supplied by Badel-Zay. b, berry syrup by
Vitaminka (who mey use domestic or imported supplies). Bade! also mekes seven varieties
of geseous drinks - for the region only - fruit based and minere! weter. Bottiing
capacity is 30 million units/yr. Until now all botties were returnsble .

Sede ! -Bosanka acts as B seles agent for Bade!'s eicohoiic drinks (mainty Slivovite)-
receiving soms alreedy bottied, same in bulk for bottling in their pleant,

1991 revenve was 3§ million WO of which 708 from Beds)-Bosenke's production and 30X
from sales sgency for Bede! Zegred. The enterprise is financially independent, i.e.
the revenus and actumuiation belong to itself.

Tota! investment in the plant is &0 million N0. The plent is highly profiteble - in
1970 nett sccumuliation, ofter selories, was 25,000 N0 por worker, in 1971 - 40,000,
ond for 1973, after the enpension, 60,000 is enpected. These figures ere considered
ontremeiy high in Yugesiev light industry.

Sede! was one of twe plants In the region seen by the teem which is working three shifus,
sin days weokly. This full utilizetion of cepite!, equipment and spece hes proven itseif
in the sccumulation figures which are emong the best sesn or heard by the teem during all
ite fiald work.




Untii now Badel-Bosanka were not dealing directly with any rawmeteriel supply problem.
How they are thinking of cultivating blueberries (cultiveted bilberries - Borovnice)
on 200-250 hectares which bslong to the enterprise in the Skendar Vekuf area of the
region which is above 1,000 m altitude,

PIK MLADEN STOJANOVIC - THE KOMBINAT - Unti) now, the Kombinat concantreted on
agriculturel production, s|mthFoun. feedmix production and sarvicas,

Recently development plens were drawn up for verious expansions into foodprocessing
and one of them is under implementation. This concerns e quickfreszing fecility -
a8 freezing tunnel and essociatad equipment in connection with the Bosanske-Gradiska
meet coldstore of the new slaughterhouse.

The immediete purpose of this quick-freezing instelletion is the production of
frozen pees and other vegetables, using the Kombinet's own raw materials, The
Kombinet also plens to produce frozen ready-to-eat dishes in this installetion.

Details regerding the quickfrozan vegetables and fruit field, on markets and
production, es well es recommendations on fuller utillzetion of tha facility, and
of working cooperetion with Vitaminke - the only experienced producer of processed
vegetablas and fruit in BK - ere given in the relevent sections of this chapter.
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THE MARKET AND THE INDUSTRY

The market end the industry will be described for those products where a good chance is
seen for domestic or export seies and where the rew materials would be economiceliy
aveiiable or producibie.

In essence, the market for processed vegetebles and fruit of BK origin has to be seen
primarily in terms of streamlined, eggressive, modern distribution. Demand exists
domesticelly (iocal resldents and tourists) and abroad. But domestic competition in
Yugoslavle is stiff and bound to increase with the multitude of development programs in
el] the republics of the Federation, some of them by powerful Kombinats with excellent
distribution faciiities and proximity to markets. Competition in foreign markets is
also strong - both from iocal producers in these markets who are urging protect onist
measures, and from other Southeast European exporters (Bulgaria, Romania, Greece,
Turkey) who ere steadiiy increasing their offer, supply and general market appearance/
penetration in Western Europe.

In such ¢ competitive market the way to a reasonable and continuous share of the market
hes to be via specialized distribution channels. Quickly processed information, trens-
port, the ''coid chain', storage near retail outlets, all these matters need attention.
It seems that such attentlon can be given if and when the producing bodies in BK will
create the necessary coordinative framework for such speciaiized actlvities This has
been discussed and ciarified in Banja Luka with all the organ.zations concerned and an
overal) wiilingness exists to adopt the recommended coordinative effort, which wiil be
described In the chapter on the BK industry rooforganization.

. Progessed Vegetables end Fruit - General

The growth in kgs/yr per ceput consumption of processed vegetab.a: and fruit in Yugosiavia
is as follows:

Processed
Vegetabies Index Fruit I ndex
195k 0.46 100 1.08 100
1966 1.59 345 2 65 250
1971 5.22 1135 412 395
The rate of consumption growth of processed vegetebles and frui- is much higher than

that of fresh vegetables and fruit, the latter having rema:ned Imost static. These
rates sre to be expected in an economy where the consumption ¢~ the more expensive foods
has only recentiy been stimulated and where processing on a m>cern industrial scale is &
recent deveiopment.

Total production of processed vegetables and fruit in the Federation 1n 1971 is est mated
(negiecting smail Imports) at:

Processed Vegetabie consumption (from above) 107,000 ¢t

Processed Vegetabie exports (from other data) consisting of
60% of canned pepper products, balance canned cucumbers,etc. 10,000 t

Total processed veg. production 117,000 t
Processed Fruit consumption (from above) 85,000 ¢
Processed (inc).frozen) frult exports (other data -
see table) 42,000 t
Totel proc. fruit prod. 127,000 t
Total proc. veg + fruit production ‘ 244,000 t

The exports included 12,500 tons frozen fruit items and 500 tons frozen vegetable tems.
(cherries, strawberries, raspberries)




YUEGOSLAY A

1960 1969

Unit Quanti- Sales Quanti- Sales
ties Quanti- Velue ties Quanti- Value

Preduced ty L"' voduced ty !a
Raw Fruit Juices tons 109 3 6,132 2,609 iigx

Plum Jom " 168 9 Nne 408 a 1,47
Marme) ade " 14,060 14,092 26,038 16,740 17,632 1,072
Jams & Preserves " 3,623 3,629 8,93 5,159 5,000 23,618
Compotes " 1,08 3,203 5,96 8,602 85,768 24,400
Fruit Syrups " .2 2,4 5,822 1.8 13,9 64, '

Netural Fruit Juices ° 2,788 1,90 7,723 26,810 23,943 9.
Sweetoned Fruit Jufc. * 3,08 3,07 5,008 9,709 9,200 4,90
Other Fruit Products

with Suger . 1,778 1,620 1,070 4,492 4,98 20,900
Oried Plume . 100 ) %6 1,802 "2 3,42
Other Dried Fruits . n “» “» 462 “ 5,2
Frozen Fruits . e 0,98 2,497 YO8N
Tomate Concentrate . 6,604 60N 17,908 5,018 7,40 40,00
Tomato Juice . 7 2 2 1} ) 123 '} )]
Other Kinds of

Preserved Tometo . » $06 ', M7 1,726 1,740 9,192
Juices of Other Kinds

of Vey./Pasteurized . $ $ 0 $92 MM 2,0M
Conned Peas - 2,49) 2,126 4,408 13,104 10,200 36,000

Conned French Beans " LM 1.506 2,097 4,731 7,982 23,2
Other Canned Vegs. " §,7 4,600 7,00 3418 33,58 173,49

Cans with Prepared
Dishes(with more then
$0% of Vegetables) . 2,426 2,087 10,8580 196 M8 1,800

Not-Canned and Semi-
Propored Dishes (with

more than 50% of Veg.) * ) 513 8,
Soup Concentrates . 2,1 2,172 0,088 4,070 4,079 09,548
Frozen Vegetsdles . . - . 548 515 1,004
Pickled Vegetadles . 1,378 1,182 "y 3,929 .44 28,78
Oried Vegetadies . "0 %3 1,80 1,372 1,24 14,09
Stmilar Spices . 4% 416 %0 .1 1,293 7,09
Other Processed

Vegetadles Products 4,200 2,97 5,608 4,732 4,22 9,67

SOURCE: ZITY
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Tiis producticn is 3u, above tiie production of 1969 which is detailad in the tabie over-
page. Supplementary flgures are given in the table following that table which give deta
on home-processing of driad plum and figs, jams, olive oil end plum brendy (Slivovica),
a well as fruit juices and wines produced partly by home-processing and partiy oy the
sociel sector (industry).

The vegetable and fruit processing industry shows growth and nesds more growtn since the
Per caput quantities produced and consumed ere small compared to Western countries and
the exports still very smal) comparad to those of other suppliars to herdcurrency markets
(Bulgarie, Hungery, Romenie). Apart from quantitative growth the industry needs r.odern-
izetlon and specialization end steps are undertakan by severai anterprise manegements in
these diractions,

Canned vegetables era mostly pees, stringbeens, cucumbers, cabbage, peppers and tomatoes
The canning industry associetion is awers thet the vegetables product range hes to be
expended to such products es canned spinach, cerrots, esperagus, champlgnons, sweet corn,
potetoss, different forms of tomatoes, aggplant, pumpkins, etc.

The Industry consists of 45 vegetables and fruit processing plants, of which 10 are

modern plants, with their gwn raw materiel s ly orgenized. Tha lergest plants whirh have
penetretad all over country ere Fodrevka {(near Zagrab) which is strong in soup con-
centretes and in canned vegetables, es well es various specielized products (Podravka
processed In 1971 4,500 tons elone of cenned pees, including organizing their mechenical
hervesting), Fructe! (Slovenie) - with @ production of 35,000 tons in 1971, of which
20,000 tons frult Juices (In bottles end Doypecks) == Fructa! is now constructing cold-
storage facllities in Bosnle in order to better psnetrate the BéH and southern markets
Grocks, Prima, Sabac ere other lerge producers Viteminks of BK could becoms one of the
country's |ndlng producars |f and whan it completes its expansion progrem salectively,
orgenizes its raw material supply and introduces some of tha mora modern products suggaste:
in this report.

On the next page ere listed whet we believe to ba the major expansion programs
presently under way or considered in the Yugos lav vegetable and fruit processing indust-
(Prepered by ZIT in responsa to request by team).

YUGOSLAVIA

Estimate of Processed Fruit and Fruit Juices Exports 1971

'002 tons/yr. '000 tons/yr
Strawberry Juice 5 Other frozan fruit )
Jleckberry ) Blackberry puip 0.2
Sour cherry i Cherry pulp 07
Other fullstrength juices bk Abricot pulp 05
Cherry concentrates 0.g8 Strawcerry pulp 1.5
nsple juice concentrates ] Raspberry pulp 07
rozea Ltrawberrias 3 Sour cherry pulp 7
Frozer. Raspoerries 15 Plum pulp 05
Frozen .lack'erries 1 Fruit compote |
‘rozen Cherries g Other preserved fruit 6




ENTERPRISE

B U ———

Agroruma

Bosko Palkovijevic

Budimka
Godomin
Loznica
Navip

Bosanka-DoboJ

Pelagonia
Kulpin

Fructal

Osijek PIK

Djervin PIK

Borinct
Vocar

Hidroprodukt

Dvostar
Godomin PIK

Vitaminka

Stojanovic PIX

LOCATION OF

ENTERPRISE

Vojvodina
Srbija
Salvonia
Srbija
Srbija
Srbija

B& M

Makedonia
Yojvodina

Slovenia

Croatia

Srdbija

NE Croatia
Srbije

Srdija

Makedonfa
Srdida

LOCATION OF
EXPANSION

Sosnia
(Cel4c/Breko)

Same

TYPE OF
EXPANSION

Fruit Cold Storage
Fruit Cold Storage
Reconstruction & Expansion
Fruit Cold Storage

Plum drying/packing
Fruit Juices

Fruit & Vegetable pro-
duction expansion

Expansion and cold storage
Canned Veg./Fruit

Cold storage + fruit juices

Fruit Juices and other
expansions

Fruit Juices

Apple Juice
Marketing Center

Potato, cabbage, mushrooms,
pears, berry, apples pro-
cessing; (Potato chips plant

exists and will be expanded).
(Dto for thermal veg.canning)

Cold Storage

Fruit Juice/Tomato Juice,
Fruit and Grapes Cold Store

2,50 t Jams, Fruit Juices
(6, boot)

10,000 t canned vegs.
1,100 t sweetened fruit
syrups, compotes, pulps

Quickfreezing of vegetables
and ready-to-eat dishes

REMARKS

6,000 tons
200 mill, ND
Italian Equipment

Doubling to
40 mill. botties

From 6,000 to

20,000 tpa Raw
Material from regional
private farmers

Doubling from
10,000 to 20,000

6,000 t frozen pulp
+ 7,000 t fruit
storage

62 mi11.ND coope-
ration contract
farming in Brcko.
80 mill. ND.

Swiss Investment

6 mi11 .ND. Entire
output, cherries +
berries, destined to
Switzerland. Own
plantations.

With Swiss knowhow

For Fruit Juices +
brandy bottling

Integrated with Vocar
31 m11.ND to be in-
vested. 1975-1,200 t
potato products.

850 t berries, etc

5,100 t

10,000 t fruit, veg.
processing, 40 mi11.ND

Original Vit .Expansion
Plan - to 24,000 t

5,000 tpy per shift




Consuriv Preferences in Proces ed Fruits/Vegetables in Yugoslavia

———— -

The condeised resulis of recent housewives/buyer surveys carried out by 71T at the request
of the team, as well as direct survey work by the team, are as follows:

(i) Processed Vegetables =

1. The year-round supply of fresh vegetables and fruit Is improving, particularly
in the larger towns. The situation is as yet far from satisfactory, in frequency,
quality and varlety of supply.

2. The population sees preserved products first and foremost as supplles when fresh
vegetabies/fruit are not in season, and only secondarily as convenience foods.
This is, however, changing, the more rapidly the more urban the buying area is.

3. 28% of housewives do some preserving at home.

b. B84% of housewives questioned had used some processed products during the preceding
month, mainly sauerkraut, peppers,cucumbters, peas, tomatoes, beans. This corresponds
to 4 .45 million (extrapolated) households.

S. A number of brand nemes are known (Podravka, Grocka, Fructal, Kulpin, partly
Vitaminka) but even the biggest producer, Podravka, had only about 8% of the total
market.

6. Preserved vegetables use is highest in Vojvodina (992).
BtH is 10% below 84% average.

7. 53% favored | kg. packages, 26X 500 grms, 10% larger than 1 kg, 83% favored glass
packaging (which is recent in Yugoslavia).

8. 21% did use quickfrozen vegetables. Main reason for smel) use, according to respond-

ents, was | imited gvailghility. 14% out of the 21X bought quickfrozen peas. Most
buyers live in towns.

9. Most preferred canned vegetable is sauerkraut, in low income aress. In high-lincome
areas it is the least preferred.

10. Home-processing is dying out, particularly in larger towns and higher income
brackets.

17, Consumers )isted wishas for new preserved products (among those they thought they
knew about) as spinach, pumpkins, eggplant, potato salad.

12. Consumption frequencies over the recent month (sampling about 3,000 housewives)
of processed vegetables was as follows (in 2):

Cucumbers Peppers Peas Tomatoes Sauerkraut

Once 7 4 23 3 6
Twice 16 12 32 7 13
3 Limes 15 (R 18 10 15
b tires 13 R 15 12 17
5 times 12 12 6 9 9
6-10 times 25 24 5 29 28
I1 and rore times J2 L ) 25 12

100 100 1nn 110 170

{(ii) Processed Frults -
a. Fruit Juices

i. 50% of adults (above 18) had fruit juice regularly within the preceding week,
30% within the preceding month, 202 not at ali.

2, Among the lowest income groups 39% are non-consumers, in the next income
bracket 19%, in the higher income brackets 10%. In the 18-24 age group 157,
35-kk 362, 65+ group 61%. (This pattern is apparent to anyone visiting
restaurants, snackbars and kiosks all over Yugoslavia).




3. Orenge juice ieads o8 product with 32X, lemon julce 158 (particularly in
the South), bluederry julce (Borownice) 11X, Then apricot, respherry,
peaches. Migher-income groups drink meiniy orenge, blusberry snv apricote-
psach juices.

b, Only firm that penetrared nationa) market wroliy Is Fructel, overalt ghare
143 = ranging from 3% to 50% of seles depending on region. Most consumers
do not care particularly about brand names

§. Migher-income urben consumers reted the presert!y marketed fruit Juices
s ''bed"

. Preaserved Fruit.

I tost nousewlves prefer fresh fruit but are interested to buy preserved
fruit If fresh fruit is out of seesan, if preserved fryit !s of interesting
composition end quality.

2. Podravia leads manufecturer's list of preserved fruit seles

3. Frozen fruit was almost unknown = this picture chonged redicolly in 1972
in the major towns

4, The average housewife is even less know ledgesh le sbout new preserved fryuit
products of potentie! Interest than regarding preserved vegetahles

" ]

In addition to the housewives survey, a retall outlets survey un o wider renge of

food consumption was designed by the team and carried out by 21T in 5§ outlets in IS
urban centers ail over Yugosiavia. The resuits are Incorporasted in the append!n of

this report. Daspite the indicetive naturs of the survey 't Is possible to meke certeln
qualitative conclusions, particuierly es these are strongly reinforced by peralle)
sompling discussions and tests conducted by the team in supermerkats and other retel!
outlets in Banjs Luke, Zagred, Mostar, Beogred, Osijek, Bosanske-Grediske, Oparije,
Rljeke, Sarsjevo.

The main conciuslons from this survey and tha corroborating work are:

(1) The market is undersuppiled with processed foods, 'n terms of product range,
qQuantities, timing.

(1i) The consumer is quality conscious and processed foods have a reletively hfie
price slasticity Cood products are bought ar any price within resson

.

(ii1) Retail outlets have insufficient refrigeration facilities - a major deterrent
to the increased consumption of many high quality, nutritious Foézi (This sppears
to the team a particularly important point since even with increased produc .on
by the factories there is mostly no organ.zed body to see to increaseo reta)
refrigeration space)

(Iv) There is stil! a lack of knowiedge by the retaile s and the consumers about the
wide rangs of possibie real convenience products which are not yet on the
market.

(v) New products are bdought immedlately and - if quality remains - continuous ty.

(vi) The retaili trading 1argin is reasonable, perhaps a littie on the h'gh side for
supermarkets/self-service stores, but still in rhe range whare it cannot be
said that the trading margin 1s unnecessarily priceng the products out of the
mar ket .
(As regards total price the team was surprised to see what h-¢h expend:tures on f
good food items the average housewife was ready to make, considering the average
level of incomes in these arcas )




b. gulckfrom Vo!ublu and Frult.

A separate discussion is given here on frozen foods since specific recommendations are
required for the quickfreszing plant of the kombinat in Bosanska-Grediska and this is @
new foodprocassingactivity in Yugoslavia; also since the world pattern of production
and marketing is particularly expanding.

1. Definitions,

Quickfrozen foods are those which hava been cooled rapidly down to about -18°C

and malintained ot not higher than this temperature range frpm the moment of
processing, through tha storage and distribution network untii sold to the consumer
(or unti) temporarily defrosted by reprocessors). Special procésses are used

"frozen'" or '""Deepfrozen’' foods ere frozen slowly by conventional refrigeration
processes to varlous temperatures. ''Chilled" products, mainiy meat, refer to
temperatures sbout ¢° C, somatimes elso to vegetables and fruit in transit cooling
to & fow degrees ¢+ .

In countries starting quickfreezing industries the statistics and other docu-
mentation and discussions often use quickfrozen and frozen/despfrozen interchangs-
ebly, ond this is partly so In Yugoslavia as well, particularly due to its present
starting pattern of having more frozen (quickfrozen ¢+ frozen) fruit than vegetables,
and no frozen meatpacks yet, which is a somewhat different deveiopment than was
exparlenced In other countries.

The discussion here deals malinly with '"quickfrozen'' foods.
4. Processes.

Severa!l processes have been developed and are used by the producers in many countries
Tunne | blast freezing is the most stendard one (and this is being adopted by the Kombinat
In thelr Bosenska-Gradiska plant under construction). The others - gach having their
speci fic adventages and disadventages - are contact freezing, flow freezing, liquid
nitrogen freezing, coidfiash freezing; also immersion freezing (used mainiy for fish

ond pouitry).

Production costs vary according to process, product, size, etc., but it is interesting
to note that the actus! direct procassing cost is about 3% only, and the totai pro-
coss ing self-cost, including capital charges, and packaging, about 11% only, of re-
tel) prices. Raw material costs the producer sbout 17% so that 72% of the ratail
price consists of the ''coldchain', transportation, distribution costs. These facts
are relavant to any judgment of the marketing aspect in decisions about quick-

frozen food development.

1. The Worlid Pattern.

Frozen foods developed first in the USA and today annual consumption there has reached
sbout 6.3 million tons (without poultry) or about 35 kgs./caput/yr  Consumption in
Western Europe, Oceania and Japen devaioped strongly since 1960, with the UK, Scandinavia
and Vest Germany being the first and the other countries foliowing suit,

Selacted production patterns were startad ten years ago by some Eastern European
countries, primarily Polend - later Yugosiavia, Buigaria and Hungary




TINATED P | - |

(mainly quickfresen, insluding prepared meeis, but
encluding frosen peultry).

UK 400 7 Switssriond » 5

W. Germeny 250 87 ' Finland ) ¢

France 130 3 Norway 11 ¢

Sweden 120 14.5 (soms onports Austria 2 (]
included)

Nether|ands 14 ] ] delgium £} ] 13

Italy ) 2 Sulgaria 0 os ;:rtp

r
Poland s 1 lerge ::: Yugoslovie enported
38 ? (Enports) 4 e

Compare: U.8.A, 6,000 3§

Although the consumption patterns vary from country to country, it can be aesumed, for
purposes of understanding the genere! market pattern, thet in West Europe consumption of
quickfrosen foods is divided as follows:

—rPretust — 0GR
Vegetables 111 Nousehoids-retel | [ 73]
Fruit 111 Cotering 14
Fish ¢ Seafood 158 institutional 10%
(mainly prepared

Meatcuts ¢ dishes)

products 19%
Others (desserts,
boked goods,

dairy products) 108

The largest items in the vegetadblie |ine are peds, green beans, brussels sprouts,
potato products, spinsch, broccoli, carrots, |ime beans . Recent additions are

sweet corn, asparagus, baby cerrots, onions, baby corn, corn-on-the-cob, mined vege-
tables, cslery, caulifliower, peppers and other varieties, as well as & lerger rangs of
poteto products. The former dominence of pess is decreasing since the producers try
to add lines to offset the cheap low-profit pea-iine.
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United K)ngden L) n ) Itoly 11 ¢
West Germeny 99 » ? Swoden "o 20 1
Nether | ande » ¢ 1) Sonme rk T ne ne
frence ” S S Finlond $ n.e ne
Hungery ” . 0 Avetrie [ ] 1 -
Sulgerie 9 - e vegoslovie ) Y
Polond ] ] . ¢

%) negligibie quentitios from
Geet Curcpoon countrios

™e UK weed to ingert 40,000-90,000 ¢, mn;‘d Quich froson vegetebies for shout $
yoers, but this Nas new SO redused to abeut 22,000 tone, meet of which come frem
Conade, Swaden, Australla, South Africe ond the Netherionds - sonsisting of sweet
COrn, 0pinesh, 0eperegus, breses!i. Censumption |n the UK of qulechfrosen vegeted les
hos attoined o fairly Nigh love! ond lose! preduction has beon increased. Consumption
in the UK of quishfrossn fryig is very small - less then 2,500 ennue! tons - but this
pottern may chonge.

West Germany is also o large importer of frosen vegetsbles end fruit - 60,000 tons of
which sbout half is frosen fruit (partly pulp, otc for reprocessing) - whila the Mether-
lands is o lorge consumer and olso enperter of quickfrosen vegetables; production 1
rising ond, like in Qormeny, institutions! mpals ere bocoming an ‘mportent merkat

Swoden, ond to o lesser entent the other Scendingvien countries, ore 'arge consumsrs
ond Swoden 2130 produces partly for emport - but imports as we!! The high living
stonderd, working wamen, dapendence upon vegetshies imports, end own tachno l ogy
(darived from traditional fish freezing) contridutad to the deveiopment of quickfrozen
foods consumption in Scandimavie end particularly in Sweden Part of these consider-
stions also apply to Switperiend.

France, italy, Bolgium ond Spain have the lowest percaput quickfrozen foods consumpt i on
in West Curepe since they have on shundence of constant frash vegeteble and fruit
supply, Mrr percontages of rural populetions, and, perhaps more important, strongly
ingrained food consumption end mee! preparetion habits MNowever, this is changing too -
the percaput consumptions in Frence and Italy heve doubled over the last ) vears,
meinly dus to large increases in il sales (ot the beginning, the institutionel
markets ware bigger thers then thl"*ﬁu seles).

Conede, South Africe, Austrelia, New Z2aeland and Japen are rapidly develop ' ng their
Quickfrozen food industries and Jepanese consumption in particular shows @ very high
growth rete. Jepon sterted enporting shout 6,000tons of frozen strawberries to the
USA ond Now Zealend laet yeor ond is enpected to start exnporting these in lerger
quentitios to West Qurepe soon.

Polend hes o lergs ond highly developed quickfrosen foods rndustry, concentrating on
onportable foods such as frosen strawberrias (largest European grower and emporter
ond ucu)n-hrpn grower In the world, aftar the USA, though sbout to be overtaken
by Japen).

Sulgaria is developing its quickfrosen industry and cold transportetion chain, with
intentions to becamp within o few vears,s very large supplier of quickfrozen vegeta-
bles and fruit to the Weet Quropsan markets, including bulk suplies for the growing
catering and institutiona! ‘‘wholesale'' merkets.



As demand develops al!l over it can be essumad that the Med! ter-eneen countr s w 1!
6!s0 sot up such industries, particulerly 'n vegateblies eos !y grown there Enperience
8130 shows thet w-th proper utilizetion of refrigareted sh pping space, and buffering
between product on season and timing of consumpt on season, qu ckfropen products can
be ecoromically moved over large 'and and ses distences; short'y a rca‘go tramspert
will aiso be used to en incraas ng degree

The quickfrozen processing 'ndustry a!l over the wor'd, ‘NC'uding Western and fasrern
Europe, 's owned/contro!iad by @ small numbar of processors and  » meny countries,
'ncluding the large markets of the UK, Germeny and Sweden, 3 to 4 poreccos share
sbout §0% of the merket Among these are such gients as Un lever, Findus-Ne<tie,
Tesco, Iglo

All the countries with high reta ! consumpt.on of froien foods have a deve'loped co'd.
chain - from processor via storage and d strobut-on, (0 the k tchenc of the consumer
The creat on of such a ccldehain has been cors dered such a natora- p o ity that n
most countries Government end Industry/Trade commiss .ors or Boards we e set up "o
coordinete the planning and executior of the Targescaie dove'opmer' of suck coldcrains

o

Regarding forecast of consumpt.-on growth - it is cons de-ed bv the 'ndust "y and by the
{ food trade that most of the factors point towards e very high growth rate everywhere,
Sven with competition from potentialiy batter orgenr ted or ~haasp-sou'ce vegetables and
frult Urbenized living and buying hebits, the enper ence with the h gh stande-d
quality of the frozen products wi'i lead to continuous growth, as ¢ w 'rescted b,

3 the USA pettern some years ago Today, even n the United & ngdon, Ge-men and Dutch
merkets - reprasenting the highest West European consumptions percaput excep! Scend nav a
- frozen food purchases are on the average not mo-e than 3% cf the tota! food bi ! of

§ the population, and this is in those three countries whe-e thers s reg'.g ble home

consumption of food by farmers, ' @ these 3% are ebout equ:valent to 3% of *he food
purchases or the populetion v.a rete’' | and cotering outiets Thus thera ': e  gh
F probebility for growth, perhaps even dramet ¢ growth, 1n some of the secto's, for
‘ many yea‘'s to coms

1 Ihe Sitvetion in Yugosievie

Yugot levia has been producing indust-ia:ly signit cant quant . ties of quickf oren
fruit and vegetables for § years only - production before that couid be desc- bed
8% pilot quant ties

Frozen meat and fish were not produced/markered t. !l iately bui some projects are
under way (see ment -on later of ready-to-eat dishes) - the S!,eme meai p - cessing
plant was marketing some meat products, then discont nued, and is now sta-t ng th s
line again)

Four plants are present!y the main producers of quickfrozen fruit and vegetab'es -
Vocar/Beograd, Hiadnjaca/lagreb, PIK Progres/Piizren, Srbijamka/Va! evo

The Stojanovic Kombinat will add cepacity soonr Hladnjaca s about to expand. and
Podravka as wel! as Cent-oprom/Beograd have p'ans to invest n th'c f e'd

Data on exact product .on and sales are conf! cting, s'nce va - ous sources do not dis-
tinguish between production of qu'ckfrozen products and that of ma ket ng products
kept 'n coid storage However, all data for ident.f ed ""quickfrozen product<' show a
considerable growth over the last 5 years and also that even at highest product on/
consumption data eassumptions the percaput consumption s st '| very low To th's it
ought to be added that frozen meat product:on, either as meat cuts or as raady-to-est
dishes, 's just starting on an industrial scale, partiy 'n new erterprises (such as
PIK Beograd) and partly in reorganized faci! t es (such as Sijeme Zagreb)

Thus the whole branch is technolog.cally and marketwtse 'n its ,ntancy

Many items have been produced and marketed in the vegetable and fruir (ines Unt !l
now only one of the processors in Yugoslavia has h ¢ own conrroiled -aw materia’
supply and therefore, most of the raw mater.al for the quickf-eez'ng industry s
bought by the processors on the open market, with a!'l the attendant nstab:!.ty
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In quickfrozen vegeted|as the mein (tems were and 4re pOOs, beons, 10me mined vegete-
bles and peppers, soms spinach. (ggelent, cerrots, cou!iflower, eo'lery, and d¢juvec
have soms production

In frozen fruit the maln items @re strawderrios, sour ond sweet eherry products ., paaches ,
ond berr es

Distr bution s partly throwugh the BAIRY netwerk (which hes relotively good ref-igera-
tion cabinets and tronsport) ond partly through the produesrs' own tales network

Peckaging - most of the domesticelly sold retal! products are sold 'n po iybegs of

250, 300 and 500 grems Soms spinach end fruit in syrup are so'd 'n -mported ompresso-
type plesticised cartons of 450 grams Wholesele bulk products are sold in § kgs
polydbags as we!l a8 in large secks of 10 end 15 ke

The tota'! domestic saies in 1972 of quickfrosen vegetables end fruit (includ ng some
domestically sold frosen fruit pulp for Juices) ere estimated at on order of negn tude
of less then 3 mililon dollers retall velue - sbout 5,000 tors Sales of frozen

meat (o8 distinct from chilled meat and processed semi-preserved mpat produtls stored
inrefrigarators in retel| outiets) ere os yet nogligible This should be compared

to & developed market for frosen foods 1ike Oritain, with snnua! sales of over $00
miliion doliars (all frosen foods), or Germany end the USA where the perceput cOns ump -
tion is even higher.

The producers who heve conducted their own merket surveys are reelizing thet thers is
domend for frozen vegetebles and frult (and for frosen meet as we'!!) by the urber pop-
ulation who are getting weed quickly to buying prepered produsts. Howsver, they rea!  se
thet the missing iink In the chaln is the restricted refrigaration fecilities in the
overal! domestic retal! netwerk.

Therefore iately a pattern has doveloped whare the produesrs ere primerily losking
for institutioneli, rether then retel !, eutlets o8 prime continueus buyers for their
incressing output, and parallely quantities of frosen intermed!ete products ere boing
enported, mainly frozen frult products for reprocessing abroad. At the same tims the
trade association '""Jugefrigo’' took upon itse!f enport distribution as we!! as the
organization of overcaming bettlienecks in the intarna! merkat, end the situation is
improving as regards refrigeration facilities in soms selected retail areas.

The development of the frozen foods market wiil therefore be strongiy dependent on the
supply organizetion side rather than on production (where several enterprises are
investing in facilities, including the Stojanovic Kombinet in BK), or then on demend
(since market testing evidence shows thet housewives are 'nterested in buying more
frozen foods at today's reteil prices) This avidence wes coilected by 21T in semple
surveys, by the marketing departments of several agroindustrial Kombinats, and the
team found equal responses by supermarket menagers in various towns

Surveys conducted in 1970/71 showed that 103 of Yugoslav urban housewives bought
quickfrozen vegetables and fruit regularly The situation wes similar in West Europe
some vears ego when quickfrozen foods were introduced.

Since severai large enterprises in Yugoslavia are entaring this market, and there does
not seem to be coordination between their pace and size of increasing output, it is
difficuit to forecest what the market would be for quickfrozen vegetables and fryit
produced in the presently erected quickfreezing plant of the Kombinat. Some indications
can, however, be given on tha following points:

i. The domestic market is growing end should grow considerably, particularly since
good raw materiais are evailable and known, and part of them are already marked as
frozen products (see list later).

2. The export market is growing - in fact frozen fruit products show a higher growth
rate than many conventions! Yugosiav exports in tha foodprocessing fiald.
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J. Marketing chain bottlanecks are being overcome and as mora of thesa ara resolved -
which is possibla with loce! Yugosiav resourcas - sales should riss sharply.

b. Since despite this growing market, netionsi overcepacity of production mey devalop
within 3-4 years, it weuld be advisable for the Nombinat to undertehs continuous steps
to build up an enport merket for pert of its quickfrozan vegetebles and frult products
immadiately. (This In dlistinction to other intended product | ines of the BK food-
processing industry whare in the first stage meiniy domestic marketing efforts are
recommended .

Testing and avaluating the enport markets may show.that diffarent products for emport
should be planned for the futura to thosa that wiii be started now.

‘ . ' - -

Considering the plans of the Kembinat to quickfreeze and distribute 20,000 daily portions
of ready-to-eat meat ¢ vegetable dishes in the Bosanska-Gradiska freszing plant soon
after its start-up, our comments regarding the overali merket pattern ara:

1) Up to now there is only one activa producar in Yugosiavia of quickfrozen meat, meat and
vegetebies and vegetable portions - PIK S| jeme/2egred with whom the teem discussed
this subject. information by S| jeme wes supplemented wl!th study of their detailed
operations and finencial regort at the Agrobenk.

Sijeme, & mejor integrated meat processor with iarge means and enperience, as weli as
permanent enport connect ions with the USA, started producing these packs In 1968 ond
planned to supply 100,000 portions/day. Sales did not succeed then and it was only much
later that the enterprise found out the reasons - similarly to the belated recognized
situation some vears ago in Western furope.

o) The public and the institutions were not prepared yet to take up such iarge
quentities.

®) Institutional sales, graduaily introduced, were possibla but only with the catering
ond-part of the distribution chain being done Ey the processor/supplier; i.e.
S!jeme woul!d have to deliver, instal defrosting/ warming equipment so that the
Institutions could demonstrativeiy caicuiate their savings by ""closing down'' their
kitchens and transfer most of the staff eisewhere, befora signing a longterm contract.

AMditionally there were some probiems with the compieteness of the freezing equipment

line which caused too iong processing time in the tunnel and thereby increased costs.
S1jeme has therafora reorganized its production and marketing system and is now processing
at the rate of 50,000 portions daiiy. A iist of Sljeme's assortment of about §§

varieties of quickfrozen ready-to-eat dishes s given in the appendix. They are not aii
produced continuously but they show the type of products that are gaining consumer
sccaptance, mainly of personnel eating in canteens of enterprises and institutions,

but also of shopping housewives.

2) Thera is reason to expect that eventuaiiy the demand for such dishes by the social
sector institutions and anterprises - production and service units - will be very large,
@8 & standard contrect and distribution system is evolved and managements as weii as
workers see the advantages and the food gets to be accepted.

Although the workdey in Yugosiavia finishes much earlier than in Western furope

(2.00 or latest 3.00) and & iight meai, rather than coffee only, is taken at the
morning break, the serving of a hot lunch is gradualiy becoming an accepted added
soclal fringebenefit and It is this market which couid be penstrated as a basis, with
ratall sales following.

Another large markat opening up wouid be restaurants for whom there is cons!darable
Incentive, within the economic system, to turn part of thelr operation into being o
""s|t~down-hotmeal-shop''.
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1t shauld be noted that In Wpetern Gormeny - presently the festest grewing merhet
in Sureps for quichfresen Institutione! mpale nrlhr with the United Kingdem -
the tete! annua! seles of sueh institutions! mpels are presently only sbout

100 mlllion BN, including sems insems frem the distribution/catering pert of the
ohain. Ten (l‘) firme n Gormony ore In this brench of which one (Apetito -
tedey sontrolied by Versefesd/Canads) has 308 of the market. On the other hend,
: onauel groth of the reedy=-te-eet meels merket in Wastern fureps s sbout

in Yugas lovie, PiK dengred, ane of the | t and mast susenssful agroindustrie!
Rembinots, is setting wp the secend large Yas!lity (after 8)jems) with o plonned
oapasity of 300,000 ¢ishes/doy.

Other Pil's ore sbout to follaw suit, insluding ene ‘n Serajeve.
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Ssbyfood has only recantly entered the Yugos|lev market, mainly from local production,
partly repackaging, partly imperts.

Discussions with pedietricians, phermacists, retail outlet menagers, - all of whom
spoke of rising need and demand - motivated the team to give special ettention to
this type of product, particularly due to its importance in nutrition, and as severel
team-members could contribute specific background knowledge in this field.

One distinguishing feeture of the potential Yugosiav market for bebyfood is the
pattarn whereby many mothers in the poorar agricultural districts, in recognition

of dietary deficits of their babies,turn to tha pediatrician to ask for special
nourishment as mothermi lk substitutes and as supplements to milk, This has been
borne out in questioning in several areas, and pediatricians ara looking for a
proper range of ready-to-eat babyfood for prascription es a continuous baby-

feeding source. Similer considerstions hold for infant feedTng OF higher ege groups.

Babyfood is presently marketed through pharmacies, supsrmarkets and hospitals.
Questions put in various towns to the commercial outlets (pharmacies and supsrmarkets)
showsd there wes considerable and rising demand for the local brands (or locally
packaged brands), and full demand for the imported and yet iess known brands. Also
thet housewives were demanding a wider range of ready-to-eat babyfoods which are not
yet avaiiasbie from locel manufacture.

Thera are presantly two major producers of babyfood in the country, with minor new
ones heving recently antered.

1. PLIVA/Zagreb .

This is a large producer of phermaceutical and chemice! products. 1t produced
sbout 700 tons of babyfood in 1972, as one of many product lines. All its baby-
food products come in instant-powder form, in cardboard or metel boxes, in ranges
from 35 gms. - 450 gms. These are powder of milk, vegetables, vegetables and meat,
fruit. Carrots, potatoes, spinech, tomatoes, peas, chicken, beaf, apples are usad
for the non-miik powders.

2. PODRAVKA/Koprivnica near Zagreb.

Podravke is the largest vagetsble canning plant in Yugoslavie. 1t also produces
babyfood, under licence from the German firm "Dr. Ritter''. Semolina, vegetables,
chocolete and fruit product is made, in the form of flakes, el] packed in 250 gms .
cardboard boxes. In 1972 production was about 220 tons.

3. Othar producers are DROGA/Portoroz (Istria), (Ljubljana ), ZDRAVLJE/Leskovac,
KRKA/NovoMesto - with semolina and chocolate products. They entered the market
this year and production Is still insignificant.

Imports of Babyfood in 1971 were reported at 248 tons (182 tons in 1970) divided into:

West Germany 140
Britain 90
Hollend 12
Switzeriend 6

Nemofarmecija/Ljubl jana is the importer and repackager of HUMANA baby food produced

by Promonta/Mumana in Merford, Germany, or by others for Humane. Thay distribute the
powdered babyfood in 350 gms. cardboard boxes, in a range of about 11 products -
semolina/milk/fruit/vegetable mixes.

PIK Belje is the importer and distributor of the British "'Trufood" renge of glass-
jar packed preserved homogenized (mashed) raady-to-eat babyfood, containing products
or minas of vegetables/meat/fruit. This product is new on the market and sold
through supermarkets end pharmacies, in 35 grms. and 50 grms. glass jars.



Exports of Babyfood were started - in i971, 100 tons were exported to Czechoslovakla
ang Tn 1970 and 137) tria) shipments were sold to the Sudan and to Somalia.

Thus, present net consumption (in 1972) was sbout 1,000 tons, including imports. The
number of annual births In Yugoslavia is ebout 340,000 - and expected to stay et
that number or even fall somewhat

As an indication of market possibilities the present consumption of 1,000 tons
should be compared with the Polish production/consumption of 17,000 tons, reached
within 4-5 years after ready-to-eat Dabyfood was introduced into the market .

Comments on Marketing Possibilities of Dabyfood.

8 The market is in its Infancy, both as regards size (consumption per ceput, or
per Laby born, or per urban-area beby/infent) and as regards product cons ump-
tion pattern,

b. An increasing number of urban and rura)l mothers ere sware of the need and
possibilities of today to give their babies, from ¢ very early age, high-ensrgy
balanced babyfoods with carbohydrate/ml|k/meat/vegetable and fruit content.

¢ Mothers ask the pediatricians in the clinics this gquestion and pediatricians tend
to prescribe what is on the merket; they would welcome an extension of the
market, and particularly homogenized resdy-to-eat babyfood marketed in sterile
packages (i.e. glass jars or cuns)

d. There would be a possibility to obtain the cooperetion of the Federal Associet!on
of Nutritionists In Beograd. This Association could provide for free television
promotion of the |dea and advantages of using more babyfood.

¢ Although mothers would be ready to pay high prices, perticulariy on baby food
prescribed by the doctor, their budget would put a limit to purchases over the
month and therefore the price has to be kept low. This meens large-scale
production with modern equipment, and retaii sales in jars of not less then 150
grams, since packeging materiai (jars and twist-off )ids), although availisble In
good quality in Yugosliavia, is enpensive

f. A Yugoslev domestic market of 5000 - i0,000 tons is foreseen for the next few
years for homogenized babyfood

In order to enter this market, it wiii be recommended that production in BK be
started of 1,500 ennual tons, as a product line addition to en existing vegetable/
fruit production plent (Viteminka)




¢. Soft Drinks Production and Marketing in Yugosiavia

Softdrinks ere categorized in Yugoslavia eccording to:
(i) Juicas:
¢. Raw Fruit Juicas
Natura) Fruit Juices
Sweatanad Fruit Juicas
Tomato Juica
Other

®»® a o T

(ii) Artificiel Softdrinks - i.a. carbonatad bavareges

Statistical Date up to 69/70 on softdrinks production in SFRJ ara given overpage and
brokan down for tha rapublics in the eppendix.

1t is seen thet output is growing very fest, 25% for totas) soft drinks, 25% for cerbon-
ated baverages, naarly 50% for neture) fruit juicas, smal) (6%) for tomato juica.

Sales of naturel fruitjuice in i97i are reportad as 35,000 tons, comperad to 25,000
in 1969

The Yugosiav sofdrinks industry is prasantly charectarizad not only by an axtramsly
high growth rate - and tha pettarn of consumption cen ba observad easily in kiosks,
rasteu:ants, hotals and ratail stores - but by the fect that it usas almost solaly
neturei bases, i.a. eimost no extracts or ertificial flevors or color additions; this
baceuse of the aveilabla raw materials end the habits of tha popuiation It is of
coursa difficuit to say whether this pattarn wil) persist as demand grows for e
variety of cheep drinks

The statisticel racords show the output of industry only - thera is considerable
additionai privata sactor production, procassad and marketad erreticelly as a 'wildcat"
operetion, which upsets some parts of the markat and is also outside the sanitary
control system However, the fect that the private operators succeed in salling their
products s en additional sign for tha large demand.

The present consumption (extrapoletad from tha abova) of ebout 130 million snnua)
iitres of softdrinks (two thirds juicas and one third cerbonetad) should ba compared
with tha consumption of about 570 million litres of beer (which hes hed a consistent
growth rate of 13% ennuaily).

As hes aiready baan pointed out bafore in another saction of this chaptar, thara is a
strong tendency to prafar orenge juice and orangeedes, with barry, charry, peach,
spricot juices coming naxt A survay carried out by ZIT in 1970 showed that apple-
juice was in small demand but housewives wouid want to buy good appla juice if
evailabia Negetive replies were, howavar,recaived on the potantial demend for grepe
and plum juicas (which ere not yat manufacturad in Yugoslavie, despite the rewmateria)
evailebiiity).

The team hed discussions with Jugokonzerve, inst:tutas in foodprocessing tachnology,
anterprises and individuais in Yugosievie on the position of softdrinks production
and devalopment end our comments are as follows in ragard to this sactor in its
baaring on the situation in BK:

1. Domestic Merkat

Thare is doubtliessly a lerge fiaid open for quantitetive incraesa of production
s well as increesing variaties.

Raw matarials ara aveilabla and/or orgenizable al) ovar Yugoslavia and also
in BK,

Tha BK industry could echiava @ strong position in this fiald bacausa of tha
existing cepacity end axperience of Bedel-Bosanke and Vitaminka.
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Sadel-sosanka has the distribution network and Vitaminka has high lavel techno-
logy and basic production experience. Together they could organize additional
rawmaterials supply, including the ''selaction and breeding'' of high-arome,
optimaily suitable fruit,

Export Market

There are enports of frozen and other fruit bases, particularly to Germeny.

With the widening of the domestic merkat new basas and products will be avellable
for export if the rawnaterial supply will not be usad up domestically. The

U3A, the Soviet Union and other countries are also becoming growing markets for
fruit bases.

Thus the key to exporting these products for the BK region would be to orgenize
largescala supply of specialized types and grades of fruit (perhaps also of some
v.'ttz'.s) by:

= selectiva contracts with farmer cooperant groups for buying-up of greded
fruit which Is availeble today (including cherries ond mlc“g.

= cultivation of berries (see section on berries) and guiding improved
cultivation of other axisting fruit varietias, by contract-farming.

liew Sof Ldrinks Products
= larry Juices

These are much In demand in fuaoslavia and aSroad and a wider variaty of

berry juices, in addition to Lilberry, strawderry and raspberry juicas, should
he developesi. in this, as well as in genetic variety selection of berries,
the softdrink department of the Cacak institute as well as the FAQ adviser,

ir  Roach, could be of great help,

= Fruit Cocktails

These have been started on a very small scale and could be conslidered!
expanded - for the domestic, tourist, cataring and anport markets . 'o*olcol
assistance could be obtained without difficulty Karnelfruit and softdrink
mixes, including some plum inclusion, could be usad.

= Apple Juice

This is @ highequality drink if properly producad. As shown in the teble of
existing expansion programs in Yugoslavia in the vegetable/fruit processing
industry, one plant is about to be erected in Northeast Croatia, with

Siviss knowhow,

Considering the large local production of applejuice in most Wastauropean
countries, this product wouid not be suitable for export marketing but # very
gooc chanca axists for domestic markating, particularly as applejuice Is
generally drunk in larger quantitias then the more viscous juices prasently
marketed,

Yugos lavia has incraased its appia production and, as everywhere alse, the
production of applejuice is largely a logistic question of collection of
spples cheaply enough near the producing ares; also that of preferably
having the right variety of ''cider'’ appla = although regular apples are
usable. Thera is considerable appla production in end near the project eres
(10,000 tons in the project ares and 50,000 tons in near radius) with pert
of the crop unsaleable as fresh fruit,

It ought to be mentioned here that the team discussed the possibl )ity of
pectin production near a suitabla appla ares, as within a few years the

only Yugoslav pectin plant (Pozaga/VUzicka=-Srbija), producing 60 tpy 250° -
strength pectin in an old plant with 80 tpy capacity limit wil) mot be

able to supply all the domestic needs, and even today some pectin Is imported
by the frultprocessing plants. In line with development of applejuice it is
suggested to watch the pectin market,since,within a short time, the need for
a larger integrated applajuice-pectin-by product animal feed plant may arise.
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Considering the generai market eapectations for applejuice, it is recommended that
Vitaminka and Bade! study together the possibilities of organizing procassing-
grade applas, as well as steps towards cultivation changes for cider applas, since
thera is sufficient market expectation for 2-3 plants in Yugoslavia to produce
applejuice. Howevar, applejuice production by Vitaminka or Bade! would require
considerabla investment in equipment and only if thay will hava studied the
possibility of assumed marketing should such a project be considared for imple-
mentation. * "

The Market Position in Dried Dehydrated V bl nd fr ried Fruit

Western Europe is the world's major import market for dehydrated vegetables which are
meinly used in soup concantratas.

furope's total import needs for 1975 are forecast as about 30,000 annual tons, of this
12,000 tons in the mejor singla article - dehydrated onions. Total European consumption
will be about 50,000 tons.

One of the dr ied vegetables which Yugoslavia supplies (mostly to ltaly where it
supplies most of the imports of this article) is dehydrated mushrooms which will con-
tinue to anjoy a good markat since its supplies are |imited by natura.

Eight vegetable processing anterprises in Yugoslavia have - in addition to their

other production - vegetable dehydration lines, supplying the soup concentrate pro ©
ducars and exporting some products The main vegetablas dahydrated by these plants are
onions, gariic, tomatoes, carrots, peppers and leek.

Practically all vegetablas dehydrated in the world today ara hot-air-dried as fresze-
drying (1yophylization) is In most cases too enpensive for vegetables. Only the Dutch
dried soup industry uses commercial amounts of freezedried vegetables and the only
freezedried culinary vegetablas are some peas processed in Iraland.

The Westarn European countries have dehydrating industries and obtain their raw
matarials from very closely controlled specialized contract farming in their aress.
Some countries with a combination of ecological conditions and cheap 1abor have
astablished plants undar commercial arrangements with the European users (Egypt, Chine,
Turkey, Sudan, Ceylon, etc.) .

For reasons of structural relocation and development of this industry in the direction
of the above mentioned countrias, and considering that 'n this concentrated product BK
would have no transport advantaga in its proximity to the axport markets, and that

sight producars are already supplying these products, it i3 not recommended to go into
such production.

For the time being similar considarations hold for projects connected with the freeze-
drying of fruit in BK. Although for some highpriced fruits, fraszedrying is economically
mora competitive than that for vegetables, overcapacity exists in some countrias and

the market is very ’rrﬁsc. The team is convinced that safar and more profitable
processing outTets would exist for any quantitias produc.ble in the region, under con-
tracts of the region's processing !nmdustry.

These remarks are mede because of recent commercial proposals of rather unsubstant lated
nature having been mada by interests from abroad to the commune of Sanski Most in the
project area for contract-growing fruit and freszedrying it. The team was ashed to
examine the proposals and did 30 in July and September and tha results were rotified

to 2EP and Sanski Most, with specific reasons for not recommending investments in this
project.

On the other hand it is recommended to follow the developments of the new merket for
"puffed' vegetables (dehydrated by a process similar to puffing wheat for snacks)
since these have besn found to raconstitute better than hot-air-dried vegetables and
con be produced in smell quantities, and raw material costs are & smaller port of
the price.
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in order to focus on the general

}
ral 4

envirorment in the Europesn merkets for such products,
8 condensed review Is given first on soms points of relevence to the development
thinking for possible BK projects.

Western Kurope is the worid's largest import ares of fresh end processed frult

ond vegetables.

The EEC fruit harvest (annual average 67-71, 71, 72) of the mein deciduous fruits

is shown balow, inmillion tons.

Apples Peers
1967-71 6.5 4,7
i 6,3 3,0
1972 $.4 a,h

Cherries
0,6
0,68
0,5

Plume
0,84
0,81
0,62

Apricots Pesches
0,19 "whn
0,2) N )
0,1 1,88

Nett imports of fresh fruit end fresh (inc). dehydrated) vegetables Into the LEC
ore shown in the nent tabie.

1963/68 1970
Ml us-$
Fresh Frult $64,6 (7" N ] 76,0
Fresh and Dohydrated
- T By 1368 J82.2 24803
Tote! 63),5 036,0 99,3

Incroase of Westeuropeen trade in fresh and processed fruit and vegetabies

betwoen the periok 63/65 and 69/70 is shown below.

inport
Voiume Yalve

|

Presh Fruit L 3 9

Processed Fruit 1 I 1 )
Fresh ond Dohydrated

Vegetobles 25 »

Proc. Vegetebles o

Ixport
Volume Value
18 24
() [ )
13 3
1 ) ]

Itely/Fronce/Spain offect 758 of West furope’s fresh fruit enports. The
Netherlands and italy effect 673 of West Lurope’s fresh end dehyirated

vegetable enports.
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Eastern European countries (except the Soviet Union) did not increase their vegetable

incitrus and some tropical fruit The Soviet Union has increased its annual fruit

imports from 400,000 tons in the period up to 1965 to 800,000 tons in 1972 (300 citru
00 apples, 80 grapes, 105 dried fruit, 16 bananas, 5 pineapples), and its imports off
ned fruit are now about 150,000 tons (mainly from Bulgaria). The Soviet Union al
grts sevaral hundreds of thousands of tons annually of processed vegetables,

| voiume of East European exports to the West in vegetables and frult
inca the early sixties - fruit exports being today about 23 mill. ¢ s as

fruit

Tons '000

1,420,000 1,240,000

Central an fruit 1,560,004
Southern

1,285,000

1,300,000

As thesa imports were bigge
imports by West Germany have
part of this is intra~EEC trad
only are from outside the EEC and
EEC - (mainiy in the Southern Frul

UK fruit imports are considerable bu¥®
lass than 1.5 million annual tons, mos

resh fruit and vegetabla
el of 4 billion DM. A large
t. valued at 220 million DM
1lion DM came from outside the

A

han those of West Germany. They total
rn fruit and appies/pears.

West German and UK fresh fruit import p

tain German production data are given in
tabies overpage.

e

vegetables.

The rest of the Westeuropesn fres shown below.

s by Main Westeuro
rmany , UK.,Fr;ncg)

1971 Fresh Fruit puntries

$ mill, .
on Verieties

Netherlands
Switzarland

100
100
90

430 30 30
400 70 5
300 55 18
150 O n.e.
150 32 "
140 13 "
Ireland 8o 20 "
Portugai 25 S "
Spain 15 4 "
Greece 22 I\ "
iceland 1 2 "

imports during those periods but considerably increased their fruit imports, particularly



Eastarn European countries (except the Soviet Union) did not increasa their vegetablas

imports during those periods but considerably incraased their fruit imports, particularly

in citrus and some tropical fruit The Soviet Union has increased its annual fruit
imports from 400,000 tons In the period up to 1965 to 800,000 tons in 1972 (300 citrus,
300 apples, 80 grapes, 105 dried fruit, 16 bananas, 5 pinespples), and its imports of
cannad fruit are now about 150,000 tons (mainiy from Bulgaria). The Soviet Union also
imports several hundreds of thousands of tons annually of procassed vegetablas, mainly
from Bulgaria.

K

The total volume of East European exports to the West in vegeZibles and fruits has de-
creasad since the early sixties - fruit exports being today about 2) mill. dollars as
befora but vegetabla exports rosa by closa to 50X. West Germany buys 60X of the fruit
export and 45% of the vegetable export of thesa countries.

imports of fruit and vegetables by West Garmany in 1971 are shown below.

Tons o _(000)
Fresh vegetables 1,420,000 1,240,000
Fresh fruit
Central European fruit 1,560,000 1,285,000
Southern fruit
(mainly Citrus and Bananes) 1,652,000 1,300,000

As these Imports were biggar in 1972 it can be seen thet fresh fruit and vegetable
imports by West Germany have by now achieved a record level of b blllion OM. A large
part of this is intra-EEC trade in vegetables 270,000 t. valued et 220 million DM
only ara from outside the EEC and in fruit nearly | billion DM came from outside the
EEC - (mainly in the Southern Fruit Category).

UK fruit imports are considerable but much less than those of West Garmeny. They total
less than 1.5 million annual tons, mostiy Southern fruit and apples/pears.

West German and UK fresh fruit import plus certain German production data are given in
tables ovarpage.

France imports vary small quantities of fruits and vegetables.
Tha rest of the Westeuropean fresh-fruit imports are shown below.

197) Fresh Fruit imports by Main Westeuropean Countries
German K, Fran

'000 tons $ mill, of which $ mill,
Centra: Europeen Varisties
Netharlands $30 100 20
Switzerland 350 100 25
Swedan 320 90 32
Benelux k30 90 30
italy 400 70 3
Austria 300 55 8
Norway 150 40 n.e.
Finland 150 32 "
Denmark 140 3 "
ireland 8o 20 "
Portugal 25 5 "
Spain 15 b4 "
Greece 22 4 "
iceland S 2 "

Turkey | 0.i8 "
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Apples

Apricots
Senenes
Siueberries/Cronberries
Cherries - Sweet
Charries - Sour
Gooseberries
Grapefruit
Grapes

Lemons

Nandar ing
Orenges

Pesches

Poers

P incopp!es

Waat farmany

Preeh Fruit Progustign
ingorts 71/72

it
1,209 1,979
) 2

Ynisad Kinggon

Fresh Fruit
imports 71/72

200t
Apples 250
Apricots 3
Senenes 340
Bilberrien
Sleckberries
Cherries - Sweet
BSlechcurronts
Gropefruit
Grepes
Lemons
Nendering
Oranges
Peaches
Poars
?incapples

Plums
Raspherries
Strowherries
Cocomuts
Avocados
Guaves

Piums
Strowberries

Fresh veg Iimports of
imporiant euantities

Toms toes

sourses:
(Mo !)and
(Romenia
(Gulycria

(Mol land
(Romanis
(Buigaria

Tote! freeh veg. | tes of W8 - 1,000,000 ¢
(0% frem italy, from non-88C countrios).

Sete on the Predustion/ imgort/Ingert of Frult of & number of Europesn countries
ore glven in the nent table, with ingorts @ tern Garmeny and the UK broken down
Oy cotagerios. Theoe dota do not inciude froaen frult. Alse, it appeers frem the dete
Wureas thet in some co0es only canned fruit in the strict term is ingcluded, In other
frult preserves sush o8 jome a8 well. Neglecting these inconsistencies, the date do
indicate fairly sscurataly the consumption and trade picture.

A fow additiona! deta on .enned fruit are interasting to note in connection with the
toble. Seouth Africe has increased its enports of canned fruit, incivding juices, to
236,000 annuai tens. The Greek exports (not avaiiabie iIn tcns) were 20 million doiiars
in canned fruit pius 10 miilion dollars In fruit juices. italy's enports of canned
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fruit are mainiy pears, peaches, some cherries, and mixed fruit Buigaria exports more
than 100,000 tons canned fruit, pius 30,000 tons fruitjuica, out of a total production
of i.5 million tons fresh fruit. The UK imports of canned fruit shown in the tabla
(350,000 tons) were valued 130 mili. dollars and in addition the UK imports nearly

30 million doiiars fruitjuices, plus frozen fruits. UK consumption and imports of

canned fruit are fairly static, whiie the other Europaan countries show annual incraases.
Unitad States axports to Europe of canned fruit (mainly peaches and pineapplas) ara
decreasing annually but Austraiian and Far Eastarn exports to Europe are increasing.

Surgpean Pr r rts - Conngd Fryit (incl. Bottlgd) in '000 tons

Soyntry Proguct. Impprt Bxport Country Product. Import fxpert
Austria n.a. 15 n.a. italy 140 9 70
Belgium 20 35 i0 Netherlands 30 60 27
Bulgaria 200 - 180 Norway b 13 -
Denmark s 16 - Poland 32 - 20
Finiand ] 8 - Portugal 1 -
Franca 55 65 5 Romania 110 -

€ast Germeny n.a. &0 - Spain 200 - 75
West Gormny* 120 - Sweden 5 30 -
Greece 20 - Switzer!land LS 30

Hungary 140 - 85 Unitad Kingdom  1004) 350 ¢) &
ireland - 1 - Yugoslavia reduces _annually
USSR 800 150 -

*
imgort breskdown of the two important importing countries:

Mgst Germpny United Kingdom

Apricots Apples
Berries Apricots
Cherrias Berries
Citrus Cherries
Peaches Fruit Saiad
Pears Grapefruit
Pinsapples Oranges
Plums Peaches
Oranges Pears
Other Pinesapples
Othar

. Markat Strveture

The huge production and trading smounts are producing many strains and strassas which
are reflected in the protectionist measures against imports by the EEC, In Intarnal
price supports in the EEC (including cash payments - up to now $ 300 million - to
farmers who eradicate trees or destroy parts of unsaleable harvests) . Thesa matters
are weliknown and their discussion is beyond the scope of this report. In 1972 an

FAO study was made on trends in the fresh fruit and vegetables sector in Europe
which conciuded that due to rising costs and restructuralizations in Western Europe

a noticeable part of the vegetabie and fruit needs for tnis area will within a decade
be supplied from Southeastern European and farther Meditarranean countries who have
the climate and labor conditions to produce, with moderr technology of production




and transportetion, many of Europe's neads cheapar and bettar. At tha same time thare
wili ba a reshaping of the demand structura in West Europe towards new types and
quaiitias of some vegetables and fruits and thosa Westeuropaan producers who will
wish to stay in the market wili modernize and changs over to meet this type of demand.

Thus tha customs tariffs-reference price-quota system of the EEC, constantly changing
to meat topical pressuras, will in fact determine trade between third countries

and West Europe. No Westeuropean country has yet undertaken massive measures to
reduce cultivation of non-profitable production regions, despite the EEC financlal
incentives (Incl. Britain), and similar incentivas in Switzarland. in Franca and
italy, the two powerful agricultural producers, labor is laaving agriculture and,
also, agricultural wages are rising 16% annually in France and 11% in italy, dua

to inflation and compstition for labor by industry.

Parallal to thase developments a new trend has developed, based on old known techniquas,
of counteracting some of these imbalances by concantrating fresh vegetable production
for larga urban conglomerations in glasshouses near these consumption centers. Such
decisions enabled Hollad to become the main suppiier of Western German imports of
vegetablas (about 650,000 tons tomatoes, cucumbers, lettuce, caul iflower, carrots,

plus large amounts of potatoes exported from Holland to Germany). The trend can be

seen by the recent large additions of glasshousa areas in several countries, including
Bulgaria, Romania and Hungary. The small glasshouse areas in the USA and tha Soviet
Union ara given as comparisons, since in either of these two countries, for different
reasons, glasshouse production is not practiced.

Table of Important G Ar

Hol land 6374 ha France 1600 ha
West Garmany 835 ha ireland 200 ha
UK 1180 ha Bulgaria 800 ha
Jersay and Guarnsey 430 ha Romania 650 ha
Belgium 800 ha Hungary 120 ha
Scandinavia 750 ha Soviet Union 200 ha

USA 600 ha

in Yugoslavia, two Dutch firms have recantiy conciuded an agreement with the Zaljezaras
Sisak and Agroindustrija/Novisad to construct giasshouses for Yugoslavia and for
sevaral East European countries.

Thus it |s seen that many factors are at work which will determine the movement of
vegetabla and fruit produce and products into and between the West European markats.
As far as prioritias for export-oriented BK fresh, processed-intermediate and
procassed-final usa products are concerned, the following -ould be noted:

1)  In a futura market such as that expected by ail prognoses - with competition
expected outside and inside the EEC - the best chances wiil be for products
having high quality, high unit price and specialty appeal.

i1) For such sophisticated products various preconditions have to ba met and
arrangements made for them - such as ''braeding'' good raw materials, good
technology, good distribution (as direct as possibie) and good packaging,
rafrigeration chain inci. controlied atmosphere storage, etc.

A large effort has to be made to base the main saies of the plants In 8K In
vegetable and fruit procassing, as well as the sale of fresh produca, on tha
domestic markat so that this covers the opsrational and capltal charges,
and exports can ba dona by "'second or third shift work'! =~ this will hava
positive results in all directions.




For many export products association and coordination with other Yugoslav
exportars of similar products must be sought, for Joint marketing,
specialization of production and a common information basis on which short-
tarm and longterm decisions can be made.

W#havo to be developed, together with other Yugoslav producers, and
particularly with exporters, for specified quality, package etc. This will
snable to cregte & uniform price quotable immed lately to buyers, and will
also enable to "'E'Sill lots, i.e. to sell at short notice larger quantities
of one product than any one supplier has available. The present inabllity

of the vegetable and fruit (fresh and processed) exporters to set such
standards are & major reason for the relatively small exports In this branch.

A special effort should be made for phasing and focusing production of frash
frult, graded, standardized, prepacked, towards distribution in the tourist
areas during the tourist season. This would mean both indirect exports
without the financlal risks and difficulties of export abroad, and at tha
same time would propagandize the availability of high-grade standardizad
products in Yugoslavia, and thus create a desired consumer image for the
same products when they could appear abroad in the origin countrles of the
tour Ists.

The tables overpage give summarized statistical data about Yugoslavia's fresh
vegetable and frult production/import/export in 1971 and the more detalled later

tables include braakdown of data for 1970 for the republics. Tables of prices will
be found in the appendix. Data on the production and export of processed vegetables
and fruit were given In the former section of this part of the report, which deslt
with the processing industry.

In the following section specific products wiii be dealt with.




MRNANIA
CSTANATE OF 1071 PREM PRMIT' PROSNCTION A PORLION TRASE ( ‘000 tone)
Pred . (4

Appies w’ . 1 * 400,000 tone 18 1072
Apricets 7 (N ) \
Benones . ] .
Bilberries n.e. . 0.
Slackberries nae. . 0.1

fos 1L - 2

sweet & sowr)

Grapes 1,100 - [ ]
Grepefruit . \ .
Lemons . » .
Orenges - [ -
Pincapp! 00 - 1 .
Pesches o . 2
Posrs m . :
Plums " . »
Raspberries 13 . t 8 )
Stravberries ] - .
Nod Curronts . I I SO I
Dried Plum N . 0

Note: In susmer Tovis inportad sems thousonds tons fruit of She
1t m“..i.o stebilise the intorma! merhet. et

ESTINATE OF WALN PREOM YEOKTAMLE PROSMCTION & PORKID TRARE 107} (‘000 tome)

-3:, n Production  lnports Exports

mter

Potatens ’ 2,087 0.0 ]

Toma 008 ’ " 4 .

Sroon Peppors ’ m . ¢

Cobage ’ 1} . L K )

Ontons ’ M . 2 (¢ cohydveted)
Boans ’ m . 4

Pess ns » . .




SFRY

? 1960-19¢9
1970

Social Secter

Private Sector

SOSNA |
WERCEQOV INA
§ 1960-1969
1970
Social Sector

Private Secter

CRNA GORA

§ 1960-19%9
1970

Social Secter

Private Secter

HRVATSKA

§ 1960-1969
1970

Social Secter

Private Secter

MAKEDON]JA

P 1960-1969
1970

Socfal Secter

Private Secter

SLOVENIJA

P 1960-19¢9
1970

Social Secter

Private Secter

SRBIJA

P 1960-1969
1970
Social Secter

Private Secter

P 1960-1969
1970

Social Secter

Private Secter

Vojvodimg

§ 1960-19¢9
1970

Social Secter

Private Sector

fosovo

Social Secter

Private Secter

Potatess Send Poas Tomatoes Green
Potatoss

oo U
922.0
.7

2088.3

337.4
3r0.2
1.9

4.9
.0
o.‘

“lz

°27.0
067.6
s.9

06.7

6.4
0.9
1.6

2.6
9.6

10.6
8.3
762,2
937.%

6.5

7.2
‘” .’

e

270.7
23
.
“.2

0.2

”l‘

“.9
Q.6
0.2

“n.4

12.§
6.7
1.3

o =N
- e

303.4
N0
6.7

164.9
.4
5.0

1%.4

“..
3.3
1.7

0.0
1.6
”n.0

8.4
12.4
1.6

10.8

G

Seans Carrots
Peppers
194.3 %.0 42.8
201 Q.8 8.6
19.7 0.3 1.9
M04 OS5 8
16.6 10.9 2.6
6.4 0.9 3.4
0.8 - .
15.9 10.9 3.4
1.4 0.4 0.1
7.3 0.8 0.1
7.2 0.8 0.1
4.8 $.2 13.6
6.8 $.0 8.4
1.0 0.1 1.6
14.8 4.9 13.9
8.0 3.0 0.2
n-. ‘a’ -
3.5 -
”o’ ’o’ -
1. . .
RKIRY S &
1.1 1.4 4.0
1080.§ W9 2.9
139.2 199 %5
14.7 0.2 0.3
1.8 197 %.2
n.e .8 1.7
88.0 13.9 | K
1.6 0.1 0.1
3.4 138 .6
2.8 40 139
4.6 8.7 164
12.9 0.
na ] 16.3
.4 2. 0.1
13.8 0.2 0.1
V.1 . -
13.4 0.2 0.1

Onions Garlic
7.9 8.0
26.3 859

w.se 0.9
2%.8 88,0
. 6.6
2.2 14
0.4 0.
ne 1.3
1.9 0.8
1.8 08
1.8 0.5
M., 7.9
8.1 8.5
0.‘ -
3.3 08
2.6 3.2
Qs 39
2.3 04
an.l3 30
na 2.1
7.5 2.6
48,3 %N.2
0.8 0.7
".s u.'
2.1 6.0
6.0 22.%
10 0.2
.o 223
.8 8
7‘ .‘ ’.7
9.6 0.8
6.0 7.2
1.6 1
2.8 3.0
o.! -
12.3 3.0

‘obbage Late
A Kale Cabbege
453.7 9.
493.0 126.9
4.0 5.0
479.0 1200
70.9 6.9
“.4 8.6
1.0 0.2
.4 8.4
8.0 0.4
’o. o"
o.. -
9.4 0.
Mo 26.0
n3. .6
6.2 34
048 9.2
8.1 6.5
%9 9.3
1.1 0.6
2.8 8.7
ga 12.8
. n.s
0.4 0.
7.6 1.4
199.1 483
e 65
2.9 1.3
M.y 6.2
133, 2.5
s 456
1.0 0.8
6.8 48
@0 18
9.0 163
1.7 0.0
a4 155
3.7 1.7
19.6 1.5
o.‘ -
19.8 1.5




SFRJ

# 1960-19¢9
1970

Social Secter

Private Secter

B05SMA 1

HERCEQOVIMA

# 19%0-1%9
1970

Social Secter

Private Secter
CAMA GORA
§ 19%60-1969

1970
Socia) Secter

Srivate Secte

HRYAT

PRE W
1970

Social Secter

Private Secto

MAKEDONTJA

§ 1960-19¢9
1970

Social Secter

Private Sectk

SLOVENTJA

P 1960-19%9
1970

Soctal Secter

Private Secter

SAB1JA

§ 19601969
1970
Social Secter

Private Sector

§ 1960-19¢9
1970
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h. Piums = Market, Production and Deveiopment Aspects

The terms of reference of the project as well as questions by various people in Banja
Luka caused the team to give particuiar attention to the pium utiiization probiem,

This probiem was examined in Yugoslavia, in the export market survey areas and at the
teams's home offices. For practicai reasons ail the aspects are given in one chapter,
i.e. market matters as well as developmental recormendations,

Our observations and conclusions are summarized here:

1. The plum utilization problem cannot be resoived in any way on the ievel of the
project area. Whatever the detailed or overall actions needed, these require
coordination from above between the authorities of the two producing republics
involved - Srbija and B&H - who together are Europe's largest piun producers.

2. The major part of European pium production is in the East European countries.
Untii now they have not organized sizeable exports to West Europe.

3. There is very iittle international trade in fresh plums - of the variety grown
in Yugoslavia - the countries where plums are a traditional fruit are producing
and consuming thelr own. (There are also plant-physlological reasons for the
smail trade,connected with the transportability of the plum).

4. There is trade in prunes (dried plums). The two major suppliers are Yugoslavia
(mainly to the Soviet Union - about 20,000 annual tons) and the USA (California -
which last year produced 105,000 t. fresh plums plus 165,000 t. prunes of which
30,000 were exported, of which 25,000 to Europe, mostiy to the UK and italy).

The semi-dried controlled-standard-quality California prune is unmatched by other
prunes and it would take the imitation of the whole chain of California growing,
controlling and processing methodology to compete with it.

5. Whichever trade could possibiy be developed in fresh piums - whether via modified
ripening seasons, or storage, or modified/new variety, or exporting to countries
in the southern hemisphere (and these are in our view open possibilities) -
the precondition wouid be the collection and grading of fruit to generate
quantities of equai-size, equal-grade plums. This seems to be the central probler
today, in Srbija and BéH; a large effort and a iot of regulatory measures, not
only economic incentives, would be needed with the private farmers in order to
bring even a minor part of plum cultivation under proper quaiity control.

6. We understand that among other studies on the subject in Yugoslavia there has
recentiy been a study initiated by Hrana-Produkt, the Zagreb trade association,
on the more intensive use of plums through industrial processing. Thls study was
done with the cooperation of the American FMC (Food Machinery Corporation). This
study also concluded that it would take very large efrurts, large investments
and a iong period of time, to achieve visible economic resuits. It recommended
continued drying for home consumption and export and finding ways to export
fresh plums.

7. The plum problem, if left as it is now, wili in our view becoms worse. The mein
reason is that most of the plums are used to make plum-brandy (Slivovic) and
since the farmers are steadily goling over to drinking beer, and the population
grows slowly and also becomes more urbanized, the consumption of plum=brandy
will decrease, thus freeing even larger quantities of plums for domestic eating
or processing or export.

8. it is clear that the Yugoslav economy cannot afford a large fund of payments to
farmers to eradicate plum trees.

9. The team has considered these matters. Whilst it is neither in our ability nor
in the scope of this project to propose any overall solution for the surpluses -
in BK or other pium=-intensive regions - remaining after Siivovic production and
home consumption, a number of partiai soiutions could be considered in the
foliowing fields:
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FRESH PLUMS - EUROPEAN PRODUCTION AND INTRATRADE (1971772 AVERAGES) in_'000 tons

Country Product. Import  Export Country Product. Import [Export
Albania 8 - - Italy 140 ] 18
Austrla 90 3 - Luxemburg § - -
Belglum 13 5 - Nether lends 12 ) -
Bulgaria 300 - 10 Norway 20 - -
Cyprus ) - - Poland 138 - n.oe.
Czechoslovakie 120 - - Portuge! 50 - -
Denmark 3 1 - Romanle 500 - n.a.
Finland - 1 - Spain 70 - -
France 200 6 3 Sweden 20 2 -
East Germeny 90 - - Switzerlend kb 3 -
West Germany 350" 20 3 Turkey s - .
Greece 25 . - United Kingdom &7 8 -
Hungary 200 - 12 Yugoslavie 820 - 20
* 1970 - 500,000 t
P M
OF 7
Output by Republ ics (in thou.tons)
Year SFRJ BIN Crna MHrvetska Make- Slo- Srblje Srblje Vojvo- Kosovo
Gore donije venija Total Proper dine
1967 706 113 5 34 24 5 S24 486 25 13
1968 ja 126 19 98 26 1h 438 403 19 16
1969 1292 226 6 "3 29 b 909 842 1 23
1970 896 174 7 78 h 10) é 60! 561 22 18
1971 817 126 17 77 2k 5 568 527 26 15
Output Consumpt ion P r 1l c o3
Year Measg. Priv. Soc. Total Impts. Exports Totel Kg.Per Buying Selling # Yesrly
Unit Sect. Sect. Cepita up Retall Prices
1967 290 693 12 705 - 18,83 686 3h0 0,46 0,6 1,50
1968 7 10 721 - 2,4 718 360 0,51 0,64 1,36
1969 " 1289 33 1292 - 19,82 1272 630 0,42 0,63 1,6
1970 " 874 22 8% - 64,68 831 o 0,38 0,65 1,88
1971 " 817 - 6,82 810 400 0,84 1,40 2,50

Source: ZIT/OFFICIAL DATA
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o. Fresh Plum )

'.

i ) inV |

These could bring much better income to the farmers if grading and pecking
stations, with full regulatory accept/reject powers, wouid take over the
fruit for merketing.

This wouid produce higher prices but on the other hend some '‘equl izetion fund'
would have to be crested so thet the farmer whose fruit sre pertly or whelly
rejected will obtain at least some token minimum for his produce.

) o 114

After Sessen $pies

The majority of the smell quentities of enport plums which come to the
Munich fruit market today is fatching o deprassed price, oven If of
selected grade, because during the same weeks of sesson fruit from
verious [ast Curopean suppliers, and domestic Germen fruit,ere flooding
the merket. Thus e contributory solution would be to undertake meesures,
in selected areas, where large quantities are concentrated in the hends
of fermer groups who can be orgenized for action in their own long

term interest.

) ) : ¢ ) !
2.1.1. \smegigte Neosyres

Recontly controlled-atmosphere storage of plums hes been commerci-
olly deveioped. This storage process would meke it possible to
merket piums weeks or months after the harvest . Considering
sutumn and especially winter prices of fresh plums in VWestarn
Gurope, ond their limited aveiiability, the harvested plums could
stond o fair cost of controlied atmosphere storage. It has to be
sssumed that sooner or ister competitors wiil also introduce this
measure but it wouid stili entend the season end ensdle seles.
Whatever is not despatchable abroad could still be sold on the
domestic market.

2.1.2. rm r

Grafting of selected trees in order to produce eerliasr/later
ripening verieties or replanting new veristies such ss have been
developed in severs! places including the Cacek institute and
opplied ot PIK Deograd.

This program wouid be connected with simuitenesous aredicetion of
the worst since haip with grafting could, up to & limit, be
conditionally combined with eradication. Whether this Is possible
ond fessible = including an eveluation whether the same farmer
groups have bed and savesble treas together, would depend on
surveys.



Export Seles - Oversees

One reason why plums do not move in iarge quantities in overseas trade Is that

the presently known varieties, |f chilled for transport, hed to be brought up

to *7°C latest after 10 days. This prevented the development of overseas

shipping trade in plums and also kept South African winter plums sales to

Europe small as transport in special trays and fast ships wes limiting possibilities.

Very recently,and after meny years of experimenting, 8 new plum variety wes
developed in South Africa which is transportable for longer periods et *1°C.
This opens up a lerge winter merket for South Africem plums from the next
years onwards.

The South Africen Fruit Boards are generally interested to cooperate in developing
international merhets for thair fruit with Northern Hemisphere producers, s
they heve shown in citrus and other fruits.

The potentially greatiy increased winter sales of South African plums within o
fow yoors - to Lurope and prodedly North Americe and Jepan - should stimulate
year-round demand for plums.

If Yugoslav institutes could introduce the same plum varlety, Yugosiovia could
consider developing its own anti-sesson merket, |.e. enport to the Southern
Nemisphere.

Whilst the Southern Memisphere merkets that can afford high anti-season prices
ore fewsr then those of Western lurope, they do develop and South Africe,
Austrelia, New leeland, parts of South Last Asia and Latin Americe do consti-
tute merkets.

Admittedly this is o longterm metter but it does seem to have concrete merits
and possibilities of permenency. Recent years have shown that South Africe is
very successful to enploit economicaily the anti-season advantsges which it hes.
South Africa couid turn into the world's largest ocean trader of fresh plums
and it would therefore be natural thet Yugosiavia, as the lergest present pro-
ducer, and being in anti-season to South Africa, should find deveiopment
possibilities in these directions.

b "ﬁgllﬂ Plums

Prunes (Dried Plum

Thers are today about 400 smeli drying installations for plums dispersed in the
BeH and Srbija pium producing aress. This mekes it impossible to arrive ot @
select stendard type of prune. A sclution to this problem - which s meinly
organizational - would certainly increase the exportability of prunes. This
metter could be discussed for BX between the Benjs Luka Chember of Commerce
and the Republic sutherities, 30 as to try evolving standard prune production
in 1-2 pilot arees. 1. . would not demend large investments end could test the
possibilities.

Cannes Plum

The export merket for such is presently non-existent, elthough for good frult a
sme!] market in Scandinavia could be developed.

“Povidl" (concentrated plum jam)

This has a certain market and is presently enported from Yugoslavia. It is 1lked
in Europe, particularly by children who use it as a spread. In this connection
it Is proposed that if Vitaminka starts strained bebyfood production es is
proposed in this plan, it might explore the possibility of bulk supply of a
babyfood varisty of Povidl, or other pium concentrate, to various European
babyfood producers.




Regular p.um jam is on the Vitaminks production program and if Viteminks wil)
add to their product line the high-quality confitures proposed in this plan,
they should be able to merket much larger quantities of plums in that processed
form then today.

O Plum Pulp

This could have markets, even overseas, which could be developed - not in
Targe quantities but still comercial smounts. Economically, it should be seen
as & by-product from the grading of fresh piums and if such grading will be
developed,then plums at minimum prices, at reject cost, could be svailable

for meking plum pulp This should be explored by Vitaminke who would have the
best outlets for this product, which is alresdy exported from Yugoslavis.

E. M i Pr i

Plum juice is tasteless and not recommended as & product for either domestic or
oxport seles.

Prune juice, if of high quality, does have » market which started in the USA
and is very smell in furope because few prunes are available at processing
prices.

\f Vitaminks could obtain sccess to non-saleable prunes, dried to the degree
required for prune juice production, this mey open up profitable sales for it,
first on the domestic merket .

A *

All the suggestions regerding plums are possibilities to increase the sales
of VYitaminka. They wi!l not have an influence on the mein plum problem which is one
of tens of thousands of tons in BK alone, not to speak of the surrounding plum
growing areas.

In order to make a meaningful contribution to the partial solution of the plum
surpluses as such, it sppears to us that a selective reorganization over the whole
producing ares in the two repubiics would be required. This could best be done

by a2 P ve! nt rd.

if the suthorities in Sarajevo would wish to set-up such » Board, then an overasl!
89ro-business-type devel opment progrem could be worked out by competent Yugos!lev
institutes, for successive partial solutions, some of which have been indicated here.




Berriss - Markes Position and Beckgroynd

Berries could be considered in several marketable forms:

a) As fresh fruit

b) As an intermediata product - (pulp or concentrate)

¢) As quickfrozan berries (ses sections on quickfrozan products)
d) As julces

Berries snjoy an increasing world market in all these forms and demand exceeds supply
everywhere. Yugoslav entarprises have entered the field in all forms end expansion
seems possible and desirable. Supply cannot catch up with demend because in sevarasl
producer countries, berry production is being changed towards cultivation - aither
open field or glasshouse, respectively plestic - and cultivation itself is becoming
mechanized, particulariy in harvesting which constitutas, if dona mannuslly, about
75% of el the work in berry cultivation.

West Germany imported in 1971 about 46,000 tons of strawberries (ses Teble) in

addition to its self-production of nearly 25,000 tons. Britain, Sweden, Finland arnd
Holland are larga producers of various cultivated berries. Poland is becoming a very
lerge producer of strawberries end other berries, and exports neariy 20,000 tons

frozen strawberries to West Europe and the USA. As was mentioned in the chapter on
quickfrozen foods, Japan is about to enter the Europsan market with frozen strawberrias.

It is evident from all information that with the success of cuitivated berrias and
more constent supply to the reteii markats and to the processing industry in Europs,
the demand is about to increess even more, both for varieties of berries and for forms
of consumption (fresh, frozen, juices).

A specie) report on berries was prepared by Mr. F.A. Roach, FAO Consultent, who was
on a special mission in the project area in August 1972. Several points of thess re-
commendet ions ere summarized in the section of this report on vegetables/fruit/greins
production es raw material for the BK Foodprocessing industry.

BK ecoiogical conditions,] ke severel other regions in Yugoslavia, are very favorebla
to large scale cultivation of berries. Considerebie work has been dons et the Cacek
Fruit Institute about berry cultivation which has elso summarized its findings on
possible yieids, varieties, etc. in good documentation which is availabla.

Cecek also hava available berry saplings, of strewberries, bluaberries, raspberries,
logenberries - part of them specially imported for industrial cultivetion. Yugoslev
anterprises that avaiied themselves of this opportunity have been successfuily
cultivating and selling berries - in fact the recent first appearence of Yugosiav
frozen strewberries in commmercial quantities on the West European market was due to
such cooperation, aftar formerly used varieties had failed in yields and procassability.
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The main producers in W. Europe ara franca, Great Britain, Holland, W. Garmeny and
Italy.

The mushrooms procassing industry has grown, in the period 1965/70, mora repidly than
the production - 1108 versus 80X. Most but not all countries participated in this
increasa and of coursa not all at the same rate. Whila the increase in the Benelux
countries was about fivefold, the increase in Italy was 220%, Great Britain 110X
and France only 70%. W. Germeny did not increase its mushroom processing, mainly
because their industrial production could not compete with prices offered by industry
of the other countriss. Therafora all the increase in product ion was channelled to
the frash market. W. Germany is the most important importer of processed mushrooms,
e 058 of ell W. Burope. W. Germeny and Belgium and Luxemburg import each 40%

of the fresh mushrooms imported into W. furope.

The average price paid in W. Germany in 1970 for procassed mushrooms wes DM 3,78 franco.

W. Germeny is also the mein per capita consumer of processed and total consumption of
mushrooms, (.0 650 and 1,020 gr. respectivaly (1970). Denmark and Grest Britain ore
the mein per capite consumers of fresh mushrooms, i.a. 770 and 760 gr. per annum (1970).

The enc'osed teblies show data on product ion and consumption trends in the countries
of interest to Yugesiavia. iIn eddition it ought to be mentioned thet Denmark, Pelend
ond Wungery ara incressing their production considerably.

Champignons are produced in Frence till today in grottos and ceves, although moderalaed
(in troys). in Nolland ond the UK giesshouse growing has been developed.

Contacts and knowhow sgresments with enterprises in one of these countries will be
required for sterting productien in DK and the deteilied feasibility con only be

estebl ished on the choice of the process. it should, howsver, be feasible to preduce
champignons in DK under similar conditions as in thosa countries, considering resently
devaloped technology.

Champignon canning is incliuded in the Vitaminka devalopment progrem and feasibility
dats are given.

it is recommended that i1 the first nstenca @ decision will be mede regerding such

cultivation end that Viteminks shou'd be alioceted initial development funds to werk
out a detailed program for orgenizing the cultivation of chamg ignons ,with technice!

assistence, from abread.
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[MPORTS OF CANNED CHAMPIGNONS TO W. GERMANY T0_ORIGINAT TR ns)

1966 1967 1968 1969 1970 1970 19N OW/KG
Jgn-Ju1 _Jen-dul

France §,330 8,90 13,770 14,980 15,720 9,040 11,040 3,0
bolgivm &
Lunemburg

. 80 240 1,380 40 1,860 3,8
Holland 2,470 7,270 11,520 17,380 9,580 11,560 3,84
Italy 10 - - 380 1o 430 3,74
Denmark 10 50 9% 40 3% - 3,0
Spatn . - . £o - M0 3,70
U. 5. A, 120 3 10 % 80 - 4“9
South Vores 110 200 3% 1,420 1,060 1,220 3,9
Japon 0 120 1,00 1,7% 1,73 0 38
formese 16,000 17,600 22,140 16,920 16,060 11,060 1,010 3,87

Qhbars | I E—— i — ] T S
A 23,000 21,260 43,670 48,170 56,170 33,000 40,000 3,70

ommmoonoocooonoanulunnnnuu......uc..no-nn.-....uoom-- sesoeaas

FRESH  (Kg/Capita) 0.1 0.0 0,30 0.370
CAMNED (Kg/Capita) 0.200  0.300 0.540  0.550 0).650

TOTAL (kg/Capita) 480  0.550 0, O 0910 1.0

[

1064 19¢¢ TRy




1968
Product Camn-
fon ing
France 49800 27700
Holland 12000 3200
Belgium &
Luxemburg 2000 M0
W. Germany %000 200
Italy 6000 1100
Great Britatn 30000 6000
Denmark 900 1300
Switzeriand 300 100
Austria 000 600
Spatn 0w
Sweden 700 UMW
Tota 123700 4000
1988
Connad Freoh
France 170 20
Holland 70 -
Belgium §
Luxemburg 09
W. Germany 2)070 2680
Italy 70 NA.
Switzerlsnd 1990 »
Sweden % 10
Austria NA. 190
G. Britatn A 1300
Finland NA.  NA.
Total 27280 7480

1966 - 1087 1980 1960
N' m. Nt cm. NO M- Nc Mn
2100 31000 60000 30000 90000 30000 62000 30000
15600 3900 17500 7000 20700 9800 24100 12600
2000 W0 2000 000 279 %0 300 $40
13000 20 15000 3490 17000 200 10400 300
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k. Asparagus - Market and Production.

On the Yugosiav market, asparagus is practicaiiy unknown. The main importer of fresh
asparagus in Europe is West Germany, while the main European producers are France,

Italy and Spain (85% of European production) and the main exporters are these countries
and Hoiiand It is important to note that the per capita consumption of asparagus in
West Germany neariy did not change in the decade 1960/70 and fluctuated upwards and
downwards between 380 and 470 grammes annuaily (1970 = 440 gr.). Since the beginning of

1972 the E.E C. has 4 standard specifications for fresh asparagus - extra, 1, 11, and
1ii

West Germany's own production is downwards in hectarage (1965 - 5110, 1970 - 4400) end
upwards in yields (1965 - 2500 kg/ha, 1970 - 3200 kg/ha). Combination of both trends
result in a more or less stetic local production (1965 - 12,900 tons; 1970 - 14,100
tons)  Considering the statics of per capita consumption the increase of imports |s
considerable (1967 - 8300 tons; 1970 - 12,900 tons). The main imoort sources are
Frence and Holland (95%). Main imports are from April to June. Fresh asperagus is
forecast by Westesuropean importers as ''shortage merchandise'' for a long period.

Wholesale prices renge from DM 5,00 to 8,00/kg. The earlier the supply the higher
the price, but there is also a great difference of the averege price sach importing
country receives. Thus in 1970 the average price for French esparagus frenco was

OM &.20, for Dutch DM 3,90 while Hungary received only an average of DM 2,50/kg.
Still, the high standerds demand of the German population peys a higher price for

the locaiiy grown esparagus. The demend in West Germany is for full white esperagus,
while the violettish French varieties are less acceptable and the green tipped Amer!can
type produc® are nearly unknown. The demand for length end width is also exigent
(length of 22 cm and dlameter of 16 mm). Form of packaging is also standardized,

and very specific for conventional shops unbundled in crates of 6 or 12 kg end for
self-service shops in bundles of | kg. - ten per crate. Color or size or diameter or
cleanness cut of standard tolerances immediately create ¢ seles problem,

A large demand exists for canned asparagus. It is interesting that canned asperagus is
sold widely also during the season of supply of fresh esparagus. The main imports
of canned asparegus coms from Formosa and China.

As stated elsewhere in this report it is recommended to start asparagus plantations,
both as a source of good agricuitural income and in order to create a new raw material
for the processing industry Howsver, in the first steges this will be for the

Yugos lav market only.

ESTIMATED EUROPEAN PRODUCTION OF ASPARAGUS - 1972

Country Product.on Exports
France 60,000 t i1,000
italy 43,000 t 12,000
Spain 32,000 t n.a.
Wolland i0,000 t 5,000
Germany 3,500 ¢t --

Note: Iran end Kenya have started sarly-season air suppiies to West Europs.

% ¥*
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Exact market dete for sweet corn ere lacking but it is known that this veriety enjoys e
widening market in the canned end quickfrozen fcrms in most developed countries. It is
therefore considered to propose the processing o’ sweet corn in the farms in BK.
Tonnages are shown in the relevant chapters.

Growing matter of sweet corn have been discussed in the egriculturai production section of
the report. Some sweet corn is being planted in Yugoslavia in the Doboj region of B8N and
is destined for canning for export. Since sweet corn is being prorosed in this project for
canning by Vitaminka it would be usefui if Vitaminka couid contac- the Doboj producers for
pooi ing of information and possibie action since they and Vitemir :a would be the first two
sweet corn canners in the country.
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Appies - Markets/Production

Appies, |ike plums, constitute since recently a thraat of a surplus product in
Yugoslavia. This despite the fact that much has yet to be done to bring part of
the applecrop to the quality in variety and distribution which could fetch higher
prices on the domestic markat.

The subject of applejuice production has been discussed in the "'Soft Drinks
Industry'' subchapter.

Regarding the possibility of marketing fresh table apples to West Europe, as wes
brought up in some discusslions, our comments ara as follows:

- West Europe has Increased Its table-apples production by 250% sinca 1960.

- Estimates of this production (supplemented by data on pears) as well as thet
of the USA/Canada/Mexico are glven below for 1972.

= 1971 harvests were aven higher, since 1972 was & bad year.

| Pears Pr i ) ! Ton
Mples  tan apies  tmn

Italy 1800") 1400") Senelux 248 58
France 17342 510%) Greece 200 14
W. Garmany 1263‘.) 5) 336 Austrie 160 3
Spain s25") 380" Switzer land 120 30
Netherlands  §20') 150") Denmerk 75 ’
Yugoslavia 400 s Norwey 51 12
Sulgarla 380 n.a. Sweden 1) ¢
United

K i ngdom 250 60
USA 2038 512
Canade 388 b
Mex|co 161 35

1) High percentages exported
2) of which 480,000 exported
3) of which 60,000 exportad
4) of this 480 to industry

5) +535 imports.

Percaput consumption in West Europe is between 20-30 kg/yr. It Is on the rise In
Yugoslavia and East Europesn countries and In some West European producer countries,
but static in those countries In the West which have reached very high percaput
consumption (Germany, Unlted Kingdom, Switzerland).

Over the last two years severa trade-structural affects have been felt between the
EEC countries in thelr appla trade and at certain times and locations there are
signs of overproduction and oversupply. This Is partly regulated by storage, but not
successfully, since the huge quantities moving In internal and external markets
within the EEC create problems by their mera size. '
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At the same time West European industry suffers from insufficient supplies of pro-
cessing appies, because secondery appletrees are left to die due to leck of pro-
fitability of keeping them al lve, efter the new varieties and lergescale productlon
of the 1960's hed their effect on prices and distribution logistics. Germany, France,
Holland, Switzerland and the United Kingdom have large processing facilities for
appies (juice, jelly, puree, compote, cider). Small aree production apples cen no
longer be considered economic supplies there, and it has been found out letely

that only plantations of 20 ha. with 1500 - 2000 trees/ha. cen produce processing
appies cheaply enough, consldering the rising processing costs.

It is expscted that West European production of apples will stabilize at the present
amounts end that supplies of processed apple products will diminish over time. At
the same time strict meesures against non-EEC imports of apple products will be
taken to protect home production.

it is therefore not recommended to devote much attentlon in BK at present to the
export of apples or epple products but to focus efforts to the supply of the
domestic and tourist merkets with products such as those recommended, simulteneous!ly
undertaking agrotechnical measures to gradual improvement of the trees in 8K for
better quality end yields.

4 - Mar r i

For BK agroindustry the problem of peaches for processing does not enist presently,
since out of total Yugoslav production of neerly 60,000 tons In 1971, only 4,000 tons
coms from B & H. 60% of the harvest comes from Srbije.

On the other hand there are not enough psaches available In Yugoslavis for the present
demand of fresh fruit end more high-quality pesches, properiy greded and packed,

would certainly be saleable e!! over Yugosievia st good prices, and aven more so

in the tourist areas, since the peach has over the last decade become s favorite
populer fruit In Western Europe.

Since it is unlikely that Yugosiavia will be allocated foreign currency for quant ity
imports of peaches, all the increase of demand will have to be covered from domest |c
production.

it would be up to the Kombinat - who has the resources to organize production - to
decide whether peach production, using new varieties, would be Indiceted. Such pro-
duction would be sarmerked for the domestic market - including tourists.

The situstion in West Europe hes changed considerably sin~a ten years ago when
peaches were still in short supply - |

1. itely and France W their (even formerly lerge) peach product lon
within less than 10 years, and also improved their varieties.

2. Greece and Turkey, seeing the tremendous market growth in the EEC countrles,
planted peach trees end Greece has come into the market over the lest 1-2 years.
Greek production in '72 wes 220,000 tons, Turkish production (negligibla til}
now) was 120,000 tons in '72 - and wiil be destined for export from 1973,

3. Due to overproduction In the two EEC countries there is strong pressure In the
EEC egainst ollowing Greek end Turkish psaches Into the EEC, ebove minimum
quotas which will be periodically fixed.




b, In 1971, the EEC peach balance was approximately as foliows:

Italian production 1,320,000 tons
French production 630,000 "
German production 43,000 ' (decreased to 20,000 in 1972)

Main EEC production approx. 2,000,000 tons

Imports into EEC (90% from
Greece, 10% from Bulgaria) 70,000

Exports from EEC 30,000 "
Available for consumption 1,980,000 tons

Removed from market as price
support measures (italian
producers receive from EEC
S0 Lire per kg. destroyed

peaches) 105,000 °
Net consumption in EEC 1,875,000 tons
SOSSEEESBUGSSSs

From the above it can be seen that:

1)  The chancas of profitable engort of fresh peaches from BK are very smeil.
2)  Present Yugoslav percaput consumption is one third of that In West Lurope.

3) The foreign tourists, much used to a full supply of good poaches In the
home countries, would most probebly be good customers for high grade
peaches which they presently cannot buy in Yugoslaevia.

% *
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This refers to the vegetablas called chicores in Belgium and ''endives' in France,
(though the endive in English is a somewhat different vegetabdle).

World Production of this vegetable is concentrated mainly in & few European countrlies,
and over recent years European production increased very much and consumpt lon g,&;“_.
since the vegetable was ''discovered'’ as a parallel to lettuce for fresh salads
broader parts of the population.

] hicores Production |

France 200,000 tons
Belgium 70,000
italy 35,000 '
Netherlands 20,000 '
W. Germany 10,000 "
Total World 335,000 tons

SESTeuSESsBES

Yields vary from 14 t/ha in Frence to 22 t/ha in Germeny. The season is Sept. to May.
This product fetches about twice the price of comparable vagetables beceusa of its
demand structure and its compactness.

Trade circles foresee a rising and spreading market and it is believed thet demend
will extend in such a way that frozen as well as coldstored chicorese will soon be
offered.

it is suggested that the Agricultural Institute in Banja Luka collects information
and conducts fieid trials since, a priori, the ecological conditions in 8K seem
favorable.While these tests go on the West European market should be observed and
test sales in 3-4 urban centers in Yugosiavia shouid be started with demonstrations
to evaiuate consumer acceptance.

If a market for fresh chicoree can be created within 3 years, it is foreseen that,
as a next stage, demand couid be created (domestic and abroad) for the frozen product.




Some Considerations Regarding the Marketing of Selected Fresh Vegetabias
(Additional  to the Vegatables Mentioned Before) .

Some thougnhts are presented here on fresn vegetables marketability. These are based on
relevant information gathered in the project area and abroad in connectlon with processed
foods. it is realized thet thase fresh standard products are not a priority subject for
this study. They are mentioned es supplementery information only.

Green Peas . Green peas in fresh form (in pods) heve 1imitad chance only In
the intarnationa) markat and are reguiarly traded in the domestic market. Hervest
time is Mey and June and the producar receives ND 2.00 - 3.00/kg. West Germany imported
in 1970 about 1500 tons of pods, tha maln suppliers being ltaly, Hungary and Holland.
The wholesale price fluctueted betwaen DM 0.50 end 1.50/kg.

Green Beens . Green beans are hervestad in July. This crop has to be fresh
and green and of a length of eround 10 cm. in this form it |s best acceptad on the
markat. Tha export market prospects ere fair Wast Germany Imported In 1970 about 15000
tons. in 1968 Yugoslevie exported to West Germany 112 tons, but without continuity in
tha following years. Wholesela prices in West Germany are DM 0.80 to 2.30,

Cucumbars . in open fleld production supply is usudlly from July to September,
if grown in hothouses the season can stert earliar end be prolonged as well. I1f grown
under plestic covers tha harvest can stert 2 to 4 weeks earliar. Tha difference in
pricas usually pays e good return on the investment. Tha market demand for size and
shape varias eccording to purpose and variety. If no cold storage is Involved the
cucumbers have to reach the final consumer within 2 to 3 days sftar picking. West
Germany imported in 1970 sbout 165,000 tons out of « tota) consumption of about
200,000, i.e. 83%. Tha main supply was from April to Septembar but sma)lar amounts
eppeared on the market during the rest of the year. Nore than helf of imports cems
from open fields. The West German market demands cucumbers which ere long, straight
and slender Wholesela prices are DM 0.40 to 1.30, depending on the period of the
season.

T omatoes . in the open field production is usually from July to October.
Tomatoes can be considered es wel) as cucumbers es a typicai hothousa crop. Growing
under plestics can advance harvesting by up to a month The tomato when picked has

to be firm and unblemished. According to the duration from picking till consumption
the degree of red coloration at picking time Is astablished VYugoslav prices are

ND 2 to 6 for the producer. W. Germany imported in 1970 about 300,000 tons of tomatoes
which represented 91% of consumption. More than 70% of the imports cams from Holland
and the rest mainly from Spein end the Cenery Islands, Rumanla, Bulgarie and Italy.
Most of the imports were from April to Novembar, while smallar amounts were supplled
during the rest of tha year. wholesale prices fluctuste from DM, 0.85 to 5.00/kg.

Carrots. Cerrots eppsar on the market in September ano October. Growing

under plastic Is not racommended. in order to recaive e good price carrots heve to be
clean and without grean collers, 10 to 12 cm long, with smooth surfaca end without @
wooden core. W. Germany imported in 1970 ebout 70,000 tons, represanting 25% of
consumption. The main suppllers wera Italy, Holland and France. Principa) months of
supply were from Novembar to July. Sinca most of Germany's own production eppsars on
the market in Septembar, thls month being elso the major production seeson in Yugoslevia,
fresh cerrots cannot ba counted on es fevourable for export. However, the natlonal
merket pays good pricas, ND b to 6, and cerrots cen definitely be cons idered for
freezing.

Cebbega. Melnproduction is in August and September. Plastic end dlfferent
varietles could advenca the saason considerably but the economic feaslbillity of growing
under plastic has to ba establishad as the loce! merket pays quite a low price for
cabbage, i.e. ND 1,00 to 1,50/kg. Wast Germany is a large consumer of cebbege but
production is also high. Therefore only seasons of low production, for dl fferent
reasons, would enable exports to them In 1970 West Germary imported about 30,000 tons,




all the year around iess June and July. August and September were the months with
lowest imports. It is not recommended to think of cabbage as an export crop.

Cauliflower,. Main production of caulifiowsr is from June to October, .
Using plastics the season could be advanced up to one month. Cauliflower must be cut at
time and handied with care. The Westeuropean market is not feesible for the project
rcgit):n as its imports are mainly from December to May (W. Germany in 1970 = 160,000
tons) .

Spinach. Spinach appears now in the project region from June to October,
Widening the rangse of varietlies could help prolonging the season up to almost all the
year around (limited only by snow). Prices at the local market are ND 3,00 to 5,00,
The product has to reach the consumer quickly in order to ensure a good quality, |.e.
iarge, green and fresh leeves. The export market is nearly non-existent as most West
European countries produce their own spinach fully mechanized, but the national merket -
fresh and eventually as frozen product - appears very interesting.

Green Pepper . Mainproduction Is from July to October. This crop cen
greetly benefit from plastic sheets. Using this technique harvest time can be advenced
up to one full month. Prices vary on the local market from ND 2,50 to 5,00. The fruit
has to be iarge, flrm, unblemished and not discoloured, There Is nearly no production
of green pepper in West Germany., in 1970 West Germany Imported about 53,000 tons.®
About fifty percent came from Italy and 20% from Mungary. Other suppllers were Yugos-
lavia, Bulgaria, Rumania end Israsl, Yugoslavia exported to West Germany In 1970 1400
tons compared to about 4300 tons In 1966. Lowest prices are received in September to
October (0,50 DM/kg) , while in December to January prices soar to DM 3,50 to 4,00/kg.
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G Potatoes - Merkets for Fresh and Processed Potatoes, and Development Aspects.

1) Fresh Potatoes.

Annuel Imports/Exports of Main Potato

Trodlng Countries in Europe

imports Exports
Country Yeer (Thous. Tons) (Thous. Tons)
Belgium 1968 50 120
1969 120 165
1970 100 75
Denmark 1970 22 36
W. Germany 1970 875 NIL
G. Britain 1970 275 NIL
France 1968 175 30
1969 175 560
1970 200 275
Italy 1968 22§ 225
1969 290 210
1970 275 258
Poland 1968 NIL 5§20
1969 NiL 19§
1970 NIL 397

The scercity of potatoes in Yugoslevie in certain months is known, Prices risa in
low sasson, while during high season pricas are often unsatisfectory for
the producars.

In Yugosievie ganerelly and in the BK regioninparticular potetoss sre ¢ one season
crop. Harvest time is August end September. The crop hes then to be stored for
most of the rest of the yser. BgH production supplies e little more then half of
the republic's requirements. The belance is imported from the Slovenie, Srblja
and Vojvodine.

With the rising standerd of living end nutrition tha demand tor fresh potetoes
decreases, similer to othar stapla foods Although Yugoslavie has not yat reached
the top of the consumption curve, this will probably happen within a few years.

Potetoss still account for the highest volume (tonnege) of fresh vagetable trade

in Europe. On the other hend they fetch the iowest unit price among tha vegeteblas
internetioneliy treded. With the rising stendard of living tha per cepita consumption
in most countries is decreasing, end imports in most countries are in the lest yeers
on the decreese. Tha main importing countries in Europe ere West Germany, Italy,
Greet Britain, France, Spein, Switzeriand end Belgium, It is interesting to note
thet many of the main importers ere elso the mair exporters. The reasons for this

is thet potatoes ere a conmodity which the population, if consuming, is consuming
all ercund the yeer end it is the least elestic among the vegetebles since potatoes
ere still e staple food end part of the besic diet in many countries. Potatoes are
a seesonel crop which cen be stored under regular conditions for a few weeks only,
end in cold snd/or controllad etmosphere storage for up to & to 6 months. Price
scructure and policy define in eech region which alternetive is more feesible -
storing (including loss and hendling expenses) or import/export of potatoss eccording
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to seasons. |f the second alternetive is selected there exists also a quelity benefit
as fresh potatoes are of better quaiity than stored ones. In many countrias the import/
export aiternative follows these pattarns,

Processed Potatoes.

Severai enterprises and institutions in Yugoslevia and in BK are thinking in terms
of potato procassing. The Kombinet in particuler is plenning to make the sub-ragion
of Glamoc, in the South-Wes tern part of the project erae, a potetoe-intensive erae,
with procassing facilities.

The team did not at this stage go into all phasas of these considerations, particu-
lerly as many of them are preliminery on the part of tha Kombinet.

However, discussions were held, documents raviewed and possibilities wera axplored.

Our comments on development possibilities, based on prafarred demand directlions of
the market, are the following:

= As mentioned above, the consumption of frash potatoes in Yugoslevia is going
down, as is to be expected in the context of urbanizetion end movement towerds
more sophisticated dlets. This does not mean that there is no markat for pro-
cassed potetoss; on the contrary, potato snacks ara popuier with tha young
generation and institutional uses of procassed potatoes (chips, french-frlad,
etc.,) should hava potential. The lerge success of fried-packad, pracooked-
packed and quickfrozen potatoes in many potato-aating countries points In thlis
diraction.

In eny cese the subject justifies and demends further detailad study, with
particuler referance to the consumer preferences on the domestic merket, since
tha STANDARD procassed potato products do not seem exportable.

=  Two potato products with a large market potantial and which can stand a high
price should definitely be considered:

e Potato Saiad(for retail and institutiona) wide-radius distribution),

Markat surveys all over thacountry, including the tourist areas, hava shown
that this product appears as e desirad product and is in completa under-
supply.

Naturally, this product is tiad up with sufficient cool storage (not freezing)
faciiities but these are axistent in a large-enough numbar of outlets, for
such semi-presarves .

It is racoomended that steps be takan to examine the situation towards

setting up & first line, with simpla facilities, to enter this markat. Sales
arrangements should be made in Sarejavo, Zagreb and on tha Cosst, with trading
antarprises that are associeted with retail outlats in thase areas.

Two tons per day (+n plastic cups with treatad covers) could ba a starting
production.

Production could be done by Vitaminke 'n the baby food plant, or earliar in
its existing plant. This wouid add ebout 2.5 miilion diner salas income to
Vitaminke for the first stege (2 don/day).

b. Potato Snacks - hardbaked type (for retai) sales).

A new type of potato-snackfood, mede by hardbsking smaii potato pieca, has been
developed in Western Europe end is successfully marketed there and in the USA.
Setting up a plant with an initial output of ebout 400 tpy should be considered.
This would give an initial (ax-fectory prica) turnover of about 200,000 dollars
(3.5 midlion dinars) for e one-shift oparation and production could ba axpanded
with the growing market.
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then other berries. Most commercial varietias are from the USA. There are
reports that juices produced from these veriaties have an inferior flaver,
compared with the wild varietias. Therefore approvai should be recelved from
precessing plents before pienting iarge areas of a variety. Birds can be
quite troublesome to biueberries Although until now there is no special
problem of Birds in the region, with increase and dversification of egri-
cuitural production in the region,they might becoms & problem in the futura.

Berries usvaiiy benefit from acid soils, which is the case in meny parts of the
region. This, es weli as favorable ciimetic conditions and a relatively eesy serhet,
point to the introduction of berrias of different types within the reglen.

it is recommended:

a) Priority be given to & coordineted progrem of berry cultivation in BK, in
var lous areas of the region.

b) A detailed deveiopment progrem shouid be worked out, for and on behe!f of
Viteminks and the Hombinat who will be the main processors of berries in the
region

c) A fuii egrotechnicai and food technological study shouid be mede by & com
petent body, in coordination with the Cacak institute, on:

c.l. Varieties best suited for cultivat.on and choice of locations in
project ares.

¢ 1 Selection for table and processing strains.

c.}). Decisions on site of gradualiy introduced cultivetions, end on metheds
of harvesting (which will determine cultivation techniques).

d) Contact be estebl ished between Vitaminka and other berry processers, for en-
change of informetion end for decisions on specializetion.

With the advent of large scaie berry cultivation for both fresh and processing
merkets, it is important to consider the adventages of a balence between
specializetion and having wide assortments.

If joint merketing, at least for export, couid be developed between Viteminks
and the other processors, this could benefit the whoie industry since the
sconomy of scale, plus widely aveiiable suppiies from sevaral areas, wou ld
give better earnings and - even more important - the possibility of building

up & name in the merkets for W%.Ch is & m:in consideration
with Buying Organizations (nt uropean markets .

o) The supply of fresh berries to the various markets shouid be seen as a 'pro-
cessing' stage as weii, since good grading, temperature control and sophls-

ticated packaging needs ere expected for future large scale sales to farther
markets.

Thus the lg project - including fresh berry distribution - should be In the
hands of the processors. The roof organization should determine whether Viteminke
or the Kombinat will be entrusted to devalop the -aw mater ial base agrotechnically,
But in any cose supplies should be essured for bo.h processing enterprises.

Since the whole matter of cultivated berries is new to the region, It is recommended
that a deveiopment budget of about $ 25,000 is alloceted to Vitaminks and the
Xombinat to work, together with the Agricultural Institute in Sarajevo, ona
practicel program.



fow o) $orghum This crop s grown on a small scale within the project ares.
Where grown the results are very good Tha main raason for not planting
large areas is that the fsedmia concentrate plant is opposed to using this
9rain as a substitute for maize. The raasons are not clear. Sorghum is sub-
stituting maize, as animal faed, in many countries. In particular casa of
the region, the milk cattle of the Kombinatare overf:% with maize (50% of
the concentrates as grain and additional arount as silage).

As for the growing season sorghum reguiarly competes with maize. Still, there
anists & possibility which should be tried. Short perlod varietias of

sorghum car be planted immediately after wheat or rya harvesting (end of

July or beginning of August). Although the yield of this lata sorghum is
enpected to be lower, the benefit by better utilization of the land and of the
machinery should lesave a good nett income to the producer . According to
information gathered this had alraady been succassfully tried within the
region. There might be in certain years an insufficiant availability of

water in the soil. It should be remembered that sorghum is a crop which has
deep roots and is usually grown in arid and semi-arid zones. The response

of sorghum to complementary irrigation is very good. This could be observed
in the year 1972 which had high summer rainfall

An araa of about 30 hectares on the road from Nova Topola to Srbac has an
estimated avarage yield of about 6-7000 kg/ha.

It is recommended that the social sector includes this crop on a large scale,
after working out any agrotechnical and economic/logistic project about it.

Row q) Asparagus. This would be & new crop to the area There is no infor-
mation about this crop in Yugoslavia but our market inquiries show that large
amounts could be sold in fresh or canned form in Yugoslavia at good prices
There are large areas of asparagus in Hungary which 1s one of the suppliers
of fresh asparagus to Western Germany (after France, Holland, Spain and Formosa) .
The demand in Europe s for white asparagus, contrary to the USA where the
green one s preferred. In order to obtain white asparagus the soil should not
crack and be very fertile |If heavier soils are used they should have a
structure which does not lead to cracking when the soil is dry - or artificial
irrigation is required. White asparagus can be mechanized only to a small ax-
tent (the green one can be harvested mechanically) The amount of labor is
very high. The demand of the :nternational market is very specific for length
and width of the spears, and even more for color. If the marketing is through
industry additional labor is required for peeling (by hand) of the spesars.
This work is usually done by industry and not by the producar.

Asparagus should be looked upon more as a fruit crop than as a vegetable The
nursery requires a full year and aftc planting the plant ''gathers strength'
for two years until the first commercial harvest. “his means that in practice
only in the fourth year the first crop will be obtained Therefore asparagus
is & labor intensive as well as a capital intensive crop The land is idle

for three yaars and labor and materials have to be invested As tha main
eventual export market for this crop s the European market only whita aspara-
gus can ba recommended Although much labor is required this crop is recommend-
ed for the social sector It can be applicable also in the privata sactor but
the main constraint is the investment (three years labor and matarials plus
idle land). if financial resources should be available to the private farmer
an area of 1 dunam (1/10 ha.) should be considered per person available. This
is based on the amount of labor for harvesting and crop treatment after har-
vasting (grading by color, langth and width). Contrary to strawberrias, small
children and elderly people cannot be employed in harvesting as the cutting

of white asparagus requiras skill. It should be noted that during the har-
vasting time, the area has to be inspected and cut daily. The fruit has to

be exposad to light as little as possible (otherwise it starts to turn green).
It is recoomanded to see this as a model development of new crops in line with
the rising living standards in Yugoslavia and its export markets. Development
should be stagewise - first for the !ocal market and then fresh and canned

and frozen for the export market.
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8 occolii 's a variety of caul tlower produc ing under suitable con-
ditions siightly higher yields. The crop is recommended for the private
sector. From the aspect of timing broccoli needs much care et harvest time
and in handling of the harvasted crop

Brusselss sprouts areof the same botanical family as cabbage
and caul iflower, but their yields are iower. Brusseis sprouts need more care
than the other members of the fam:ly. Hervasting has to be menually and there-
fora t is recommended for the privata sector Both broccoli and Brussels
sprouts can be incorporated into the '‘frozen vegetables'' group for processing
in the DG plant.

Sweet corn has basically the same problems and needs as ordinary
maige. A few special aspects, howevar, have to be considered. Due to its
sweetness, sweet corn is more vuinerable to insect attacks. If the ares suffers
from birds sweet corn is usually among the first to be attacked. furthermore
sweet corn has to be harvasted at a cartain stata of moisture Evan & short
deley in harvest will change the nature of the product. if during the vege-
tative cycle optimum water/soil ralations amist (with the aid of artificial
irrigetion whare applicabis), yields of 18-25 tons/ha can be achieved. War-
vesting is done by mechine which picks the cobs as a whole The crop is
primerily recommended for the social sector but there shouid be e consideradla
sttraction in it for private farmers. The private farmer, if picking the corn
by hend, might obtain a yield up to 10% higher, plus about 40 tons of green
fodder which can be coliscted from the seme iand. |f the corn is harvasted
mechanicaily, not more than iS5 tons of green fodder can be considared.
Although this green fodder will have less value than corn grown specialiy for
green foddar, still about 12 kg would giva | feeding unit. In the private
sector this might ensble the farmer up to about 31300 feeding units, which is
the equivalent of maintaining (without the feed required for milk production)
mora than 2 cows for one yesr.

Popcorn is generally grown from special hybrids adapted for this
purpose. Plant population is denser than in ordinary corn - 90,000 piants
per ha. varsus 40-50,000 in ordinary maize. Without irrigation yields of

1+2 tons/ha. can be expected, whiie with irrigation up to 4 tons/ha. are
reasonabie. The grain moisture probiems of popcorn are simiiar to the ones
with ordinary maize. Harvesting can be done mechanicaliy and the crop is re-
commended for the social sector.

Babycorn is grown from speciai hybrids of maize adapted for the
purpose Plant population is very high - 200-250,000 piants/ha. irrigation Iis
usual iy needad and disease controi Is extensive Harvesting 1s by hand end
requires 40-50 mandays/ha . Babycorn canmot be considered as a major crop but
as 8 very specialized one Studying the growing and supply problems will
reauire a special effort. As with sweet corn thare is a green fodder byproduct
which is attractive to the farmer The crop s recommended mainly for the
privata sector, although skill demands might shift 1t to the social sector.

Mushrooms as aquality crop for industry s a complan indoor
cultivation crop requiring, if a constant supply is desired, e large invest-
ment. Artificielly grown mushrooms need constant vantilation and supply of
frash eir. Optimum tempereture is 18-20° C. 1f the temperature drops suddenly
the whola plantetion cen be lost, while siow ryduction in temperetura will
reduce production. Another must is relativa humidity which should be eround
75%. A1l this together raquiras that mushrooms shoul!d be cultivated in
specislly designed instellations, with ventilation, tempsretura and humidity
control. Also, disinfaction faciiities are needed apart from the necessity

to combat insects and diseases.  Mushrooms nowadays ara grown undar vary enact
end even scientific conditions, requiring knowhow and skiils and high invest-
ment. The preparation, ennually, of the culture medie mada from horse-mamnure
end compost is tha main problem end knowhow in producing ertificielly grown
mushrooms .




The crop is recommended ‘or the soc @l settor, unless some private
formars specialige in this crop,end will be g ven access to the

high investment needed Markatwise - s shown n the chapter on merkets -
thera is & constently grow.ng merket for such mushroams and emend is
onpected to enceed supply for years |f @ decis on 13 taken to follow-
up this recommendation, a working group should be formed who will study
the ways and means to deve'op this project on the supply side

Conned mushrooms would aveniually be the major processed form for
this production on the Yugoslav market - with parallie! amports of raw
material

Row x) Ses subchepter on Soya within fesds'uff chaptar
In the appendin, tehles are given regarding egricultural deta in B,, BoM and
Yugoslevia, and below a forecest is shown for 1975, mede pravious to the eleboration

of the FAO/UNIDO project Aegarding vegetabies, spart from BOY of the peas, all the
vegetables ware grown 1n the private sector

it should be noted that therg was no change 'n production during these years,
apart from regular annuel fluctuations

Only gresn pees shewed a cons i derebla ncresse (1208) end cobbage ond kole o
docreose (22%)

Vﬂ& thﬂ QF FNN !!Vﬂl
in tons - n the K !!cﬂ

MALIZATION

Forecast*
Progyct 269 ‘99 ‘91 1373
Potatoes 7y 382 70 693 68 659 64 000
Cerrots 652 688 764 900
Onions 475 & m § o012 5 500
Gerlic 19 ' 9% ], 2 000
Seans } 081 ) 164 3 116 § 000
Peas 600 880 ' 308 1 500
Coabbage and kale 20 OMb 218 15 006 19 000
Tomet oes ) 006 yam L 1 ) 3. 500
Peppers 275 2 M 205 J 000
Strawberries 190 L} ) 40 50
Cantalope & Water Melon 2 932 1M 2 50 2 500

* Gosior forecast of project ares authorised without reference to FAG/UNIDO
project.

® X

Statistics on hand in production, yields and production of importent crops, ote
in BK are given in the sppendix




b Neve spment of Spgc al Lend Arggs for Supp'y of Rew Materials to the Fmrmlglm
| ri in

Induatrigs in BK

The arees to be plented for the enecution of the foodprocess ing plen, including part
supply to the meet complen, as wel! a8 those alreedy in production under vegeteh les
ond fruit, are mpntioned in the tables in the chapter on vegatable production, In the
seme toble, as we!l a8 in the sccompeny ing enplanations, the different sectors are set
out to which the crops ~howld be allocated

Deta ied agricultura! plamning is boyond the scape of this report Certain main polints
connacted with the phesed eascution of the plen are, however, spelled out here:

SOMT L imgl i i

The human, land ond finencial resource inputs, by type end quentity, required to
achiove an uptimum output - within defined environmental and input constraints -
can he calculated todey By te hniques which are available/known in Yugoslavia,

w ought to consider here the mesning of output ir conmection with the BK development
progrem  Often "output'' in a highly developed snvironment cen be simplified to meen
monetary income for the produc ng unit In a developing situation as exists In 8K

where a development imgelus Nas to be strengthensd to create | \
»nc:g 1o ta ﬁiu the criterion of output woul!d be that of totel ¢ 3
o settori s 'f':i ¢! tfgrenges, dislacation or underdeveiopment of Par

productive Chain, etc , it 13 not possible for the time being to ''swbeptimize'' fer
sech individual attivity to the setisfagction of all On the other ond it ‘i_s_
possible to cloarly aptimige towerds the final product, | @ the upcraded product
which goss tn the fingl end-vser

1t would therefore be importent to set up a program of flemible criteria for land
utilizaton, under the conditions existing and enpected in the region While this
Program would not have to be complicated and could neglect fine point of little
rfluence on the calculation and €8c s ion pattern, it would have to Le considerably
more sophisticated tham the procedures of today Presentiy sach activity in the
regicn is considered seperately and in a splintered way, and the only criterion
eployed s whether that particular sctivity wi il pay at the short-term price
vituation in the close snvironment (geographicel or functional) of the producing

body mile the individua! producing body, beiny isolsted and week and having to
follow the day-tu-dey market pattern, canmnot be enpected 1o act much differently,
the planners - the (heomber of Commerce, the industry , the hanks snd the

authorities - can afford to tehe the iongar view and t0 caTcu ate tie fevelopment
program according to better criteria

What s advucated here s Aot contraliged planning, but all round long term consider-
ation of integrated deve'epment so thet the ree! functions of & market ecoromy coan be
left to play their role, by the enterprises, within a deve iNoment enviromament
(priorities 1n resourcs allocation, pricing by tuyers, suppliers, authorities,
subtidies (f/when required, acti vities integration, etc ) which has to be created by
the plonnars and the enterpri o together

The 'mode!' progrem wou'!d Nave 1o Be pract ically divided for short-medium-long term,

with distinguishing character istics for each type and velue of activity 50 thet the
values assigned con B changed by the planners as the situation changes, and new preblems
and priorities comg up for decision

It is suggested that on ad hoc worhing group be 16t up for that purpose betwesen the
Chamber of Commerce., I6P, representat ives of the Repubdl ic Secretariat of Agriculture
and reprasentatives of the foodprocessing industry. They would take advice frem agro-
resource Progremming groups In other perts of Yugesiavia and would alse censult with
people from the agricultural Institutes, farmers' cooperatives and reglons! treding
orgeniget ons

This working group should heve & permenent secretariat which could be in aither the
Chamber of Commprce, 2E€P, the agricultural institute or Lhe strenghtened agrotechnical/
agroeconomic unit of the Stojanovic Nombinat The secretar iat should be steffed, on
the profess:onal level, by one agronomist and one econamist, hoth of whom should be put
through shurtterm prgct Cal training Courses ' n ag cvitural opeitations research/
linear programm ng meathods Apart trom working on the plans wcording to a well def ined



multiyear program, this staff should prepare current information and explanatory notes
on these matters for the farmers in a form understandable by the farmer. Technical
assistance on such a service can be obtained.

The secretariat should also be in continuous contact with sources of ''knowhow'' because
useful data are constantly being developed over the world as tools for such planning,
on various levels of detail, for macroplanning and microplanning.

First calcula’ions on approximate optimizations according to such a system will not
have to wait until this secretariat works fully Sufficient material is available in
Banja Luka, Sarajevo and other easily accessible places to start specific plans for
specific agricultural locations and crops needed for the intended development.

Although the model should be designed primarily for land utilization, it will have to
take into account the logistics of connected matters (transport mode of marketing, etc.).

in this manner three main functions could be planned with criteria understood end
agreed by all concerned:

- Selection, by categorization, of farmer groups/units/areas for supply of raw
materials, with fiexible incentives and clear contractual conditions.

- Organized crop production of varieties suitable for industriai processing and a
product mix for sales to markets and sales to industry - without resort to
"escape clauses'' in supply contracts.

-  Understanding of the gquantitive connections between each change of input (amounts,
costs, timing) and output (yields, grades, etc.); and between them and tha costs
along the chain "agricultural inputs-agriculturai production - storage/grading/
delivery - processing marketing''.

Selection of Farmers

Once optimum land utilization factors are determined for a particular project, the
right selection of farmers, and mode of approach to them, has to be studied and intro-
duced into the model - not automatically, since human factors are involved, but
according to groupings

It has been the team's impression that, with a few exceptions, the industry managements
have not enough contact with the farmers - perhaps because the farmers do not appear

as a representative association and because until now real contract farming and for
contract fattening by the social sector of the area was restricted to initial actlvities
of the Kombinat only. Although it would be exaggerated to state that the industry

'does not know their farmers' it would be fair to say that what they know is "their
farmer of yesterday'' It has been demonstrated, at varying speeds and depths of success,
in Yugoslavia and elsewhere that the farmer can be mot ivated, productivized and
satisfied in a contract-supply relationship with defined buyers of his products. There
is no reason why successively selected groups of tarmers in BK cannot be moved quickly
into that productive cycle.

The past ups and downs of development of cooperation between the social and private
agricultural sectors are known and clear to all concerned but it is equally clear that
today, with experience gained and a better organized larger industry able to let out
sizeable supply contracts, the possibilities are much improved. This includes not only
the possibilities of better contracts but also of better supply of inputs, including
agricultural machinery.

While it is true that the average size of landhoiding is smali and is therefore not
suitable for some crops, it should be considered that:

-  The problem is not one of ownership but of technological-cooperative organizatlon
(cooperation in the horizontal sense, i.e. between farmers). Modern competitive
lend utilization can today be done effactively only in an organized manner - of
which the size of holding is only one out of many factors influencing the product lon
cost and the profitability of the operation to the farmer and to the economy.

In Norway and Japan even today many farmers' holdings are not bigger than those in
8K, and some are smaller. However, through contract growing on large adjacent areas
by groups of farmers (each cultivating his piot) it is possible to use the economy
of scale and exploit better the various inputs, including machinery, advisers, etc.,
and joint marketing cuts costs and improve price conditions.

-  Many of the BK farmers have flexible households and are m ving into a status of
parttime farmers For them any form of intensification ot their agricultural work
means added income, above their basic needs, and this factor should enable a large
number of supply contracts to be drawn up.




67
Special Crops Se'f-Supply

The team considered a poss:bility for the self-supply by «ndustry ot special crops for
part of the foodp ocessing development projects treated in this report This refers to
certain vegetables, berries and new field crops.

Such a self-supply arrangement would be usefut,quickly executable and would short circuit
some ot the problem s:tuations that have to be overcome in getting private farmers to
attempt new cultivations w'thout the full technical control needed

Land availability, of the right type and I1n suitable ownership, allowing effective cul-
tivation was considered by BK industry as the limiting factor for such expanslon-
linkage with industry.

It +s proposed to consider the following scheme for developing such self-supply:

- INCEL (the Banja Luka Cellulose Factory) controls two large arable under-utilized land
tracts which could be made available for this project One area of 150 ha. is located
north of Laktasi, near the main road. This area is presently leased to private farmers
viho grow on its grains and torage crops The adjacent areas of this lot are among the
main vegetabl'e produc ng areas of BK; therefore there should not be any climatological

or soil problems for growing vegetables there.

The second area of (gross) 2,000 ha. is located i1n the hilly region south of Srbac. This
area has slopes up to 10-15%, the soil 1s lighter, and it s composed of many lots. The

microclimate might be a little different to that of the surrounding plains but it still

1s @ very good area, and the slope 1s insignificant for modern agrotechnology.

Both areas were visited and inspected by the agricultural planner of the team, with re-

presentatives of INCEL.

- INCEL would be ready to consider part.cipation in the exploitation of these areas for
intensive agricultural supplies to the food processing industry.

- 1t s proposed to form an agr:cultural liaison section within INCEL which would work
in association with Vitaminka and the Kombinat This would enable the supply divisions
of Vitaminka and the Kombinat to have one s:ngle main supp'ier, for the first period, of
the varieties which need most attention This supplier will receive fast and continuous
feedback of resuits, and suppl.es could be organized via modern agrotechniques. New

varieties, schedu'es, techniques can be int-oduced by negotiat:ng between two knowledge-
able bod.es and via a mutua''y agreed method of accounting Pilot and development budgets
could be found and shared

Parts of the land which w-!'i not be expioited for intens.ve crops can be allocated for
new var:eries of grains and improved production of green fodder, for exploitation and as
a demonst-ation of possibilities.

- The structure of commerc:al service agreements between INCEL, Vitaminka and the Kome
b:nat wiil have to be examined in detai) after the decis:on will have been made to
accept th.s recommendation. Vitaminka is on the one hand a priority user of these supp!les
since it has no other access to such sources. On the other hand managing the total ares
would be a burden to Vitaminka s nce understandabl!y today they would only explolt the
land under crops interest.ng/required for their process.ng while the rest of the land
would get secondary attent.on For an enterprise as big as INCEL it would not be ad-
visable to enter agricuiture by themselves on extensive crop> .olely as this, for reasons
of turnover ratio compared with their ma'n activities, will always be of 'ast priority

in allocating manpower, investments, etc Therefore the extensive crops would for them
be a complementary operation only to the .ntens ve crops The Kombinat has today and

will cont:nue to have theagrotechn'cal services but, again, for reasons of ratio to their
turnover and crops product mix, these ""special' lands should not be organizationally
swallowed into the tens of thousands of hectares worked by the Kombinat

The team feels that there 's sufficient awareness of the possibilities in the reglon for
8 reascnable formula to be worked out on the exploitation of this land

Considering all that has been expressed 1n the meetings in Banja Luka about the criticel
importance of suitable and guaranteed raw material supplies, and the various analyses In
this report, the priority and importance of acting along the | ines proposed will be
understood.

All concerned who are familiar with conditions in the project area could easily reallze
the impact that the availability of 2,150 ha underutiiized additional good nearby land
of suitable characteristics can have on the development of vegetable and fruit processing.
Also, the farmers in adjacent villages would have an improved assured income from em-
ployment on partially intensive crops under modern cult.vation




COMMENTS ON THE EXISTiNG DEVELOPMENT PLANS AND iNTENTIONS FOR VEGETABLE/FRUIT
PROCESSiING AS PRESENTED TO THE TEAM,

Reports prepared in 1970 and i97) by Banja Luka Chamber of Commerce, ZEP (the Banja
Luka Economic Research institute who is also tha Countarpart Agency for this project),
the Kombinat, and othars, as well as Vitaminka's axpansion targets, show a clear and
vital awaraness and willingnass of these leading institutions and enterprisas about
the naeds, possibilitias and diractions of potantial deveiopment,

All the materiai was translated by the taam and raviewed in detaii in tha field work
period and in our home offices. Field meetings were hald, including such with
sevarai organizations and enterprisas in various parts of Yugoslavia, and with
cooperants and individual farmers in BK,

Our comments, which ware presentad varbally at various exchanges of views betwean the
FAO Project Manager,the iDC team and the industry and communal groups concerned, can be
summarized as follows:

8. Tha project araa is ecologically in an even batter position for cartain raw materials
than assumed in thesa reports. It has specific ecological advantages for the growing
of some fruits and vegetablas for which demand in Yugoslavia and in tha European hard
currency markets is todsy, and expectad for a long time, outstripping supply sources.
Swaat maiza, berries and asparagus as wel! as other vegetables/fruits are suggested
by us as rew materials in this catagory.

. It is bast to think in terms of concantrating on new high-quality products which
fit into a proven deveioping overali demend pattern in Yugoslavia, and possibly
abroad too., This is preferabla to trying to imitate what saveral other Yugoslev
factorias did in an earlier stage of development in food procassing. O0f course,
thera ara exceptions and aach cese has to ba examined.

. The piums/prunas surplus problem, as painfui as it seems, and is, should be treastad
regionaily, as certain iow-quality, low-yieid fruit cultura problams ara treated in

West Europe, or some coffea plantations in concentratad coffee-producing areas. Both
constructive and '‘surgical'' solutions to tha piums problem ara raquired as a part of
overall development and strasmlining of fruit production in tha ragion. Individual
solutions by ona antarprise or community cannot bring practicai solutions, This
subject has been treated in the markat/industry subchapter on plums,

Cooparation by tha private farmers for supplying suitabla raw matarials et the
right variaty/quality spacifications and price can ba cbtained The farmers may
not ali ba knowladgeabie or organized enough but they ara intelligent, interested
and willing, if credits, guidanca and sacura sellar-buyer ralations are deveioped
betwean them and industry. Industry must ba the mitiator and carriar of such acti-
vitias, so as to get processing-oriented raw matarial.

This system works elsewhare in Yugoslavia and in other couri.-ies in the West and
East and is being constantly developed.

Contract relationships heva to ba defined and refined. Thasa techniques cen be
learned in Yugoslavia and sbroad and they need concratization. An ad hoc team from
the intarestad enterprises in tha region, plus a practical economist from one of
the 8 ¢ W agrocredit banks, couid be esked by the Chamber of Commarce to make an
intansive, short-term study of tha presant ''state of the art' of industry-grower
contracting in tha vegetable/fruit sector, and adapt this to the specific selection
of a dafined number of contracts with chosen farmers, farmer groups or parts of

villages.

Keeping in mind the various permutations of possibilities, inciuding intensifying
land use, agrotechnical techniques of early or late variatias, etc., and that
many agricultural families in the BK areas are today mined households as regards
sources of incoms, we beliava that by these improved contract procedures the raw
material supply problem can be resolved for ALL tha vegetabla/fruit projects
proposed by the anterprises which thay should executa markatwise and/or which
this report recommends.




e. Specializat . on ¢+ each plant- of course with a sutticient product mix - on certain
market sectors should be exercised \n dec'sions on development programs altogether,
and on '"who will do what and with whom'' in particular. If possible there should be
spectalization 'n a minimum of equipment lines and technologies as well - but this
is not a rule. Equipment and technology can be bought if economicaily justifled but
marketing and keeping/developing one's market share and knowledge of the markets (end
being known by the market) cannot be bought, only acquired via dynamic continuous
organizat:onal and integrative techniques.

This ccns.deration holds both for the Yugosiav domestic and for the export markets,

Parrs of the plans and ideas contained in the aforementioned documents and sources
are very valuable since they show the right intentions. Their execution and success
would be best assured if firal reorganization and project choices were made according
to @ set of criteria, inc'uding those explained here; this particularly since
Yugoslavia 1s becoming a market economy, with strong competitive forces acting

along all sectors - and with full individual simultaneous initiative all over the
Federation due to the decentralized self-management system,

. For the present development stage concentration of production in a few plants, based
on the present facil:ties (existing or under construction/expansion) is prefereble
to dispersion, even If for some time this will mean delay of new food processing
nuclel 'n some interested suitable communes in BK, These nuclei will be easier
developed later, once the central plants get on their feet, economically and manager=
ielly. Meantime there are plent: ful occasions for rural developers to integrate
the ' r efforts for organizing contract-farming on behalf of the central industries
and they can thus be instrumental in industrializing agriculture, specializing in
helping to produce and supply processing crops. Such an organization is essentiel
and invaluable, and at the same time a suitable Intermediate stege for leter new
processing nuclei in these rural regions.

This recommendation refers to the main food processing industries and activities
and does no: exclude certain field-oriented agroindustrial activities such as seed-
farming, plum-grading, pack ng houses, etc to be located in dispersed rural nuclei.

. Bosanska-Krajina es a whot!e is present!y too weak, economicaily and in its popula~
tion and market structure, 10 afford dupiication, fragmentation and competitive
conflict situattons, if «t wants to develop an industry quickly and soundly,

Not only is the vegetable/f-uit processing sector (the existing plants and the
facilit'es under construct:on) too smal! to develop as entirely separate plants

but even with some measure of future integration among the regional vegeteble/frult
processing plants these will need addit:onal integration, of a different kind and
on a different level, with other food process.ng plants in the region.

Specific recommendations a-ce g'ven in chapter 6 on organizational measures,

. There is an urgent need for the managements of the existing and presently developing
facilities in this sector (i.e. Vitaminka, the Kombinat, B.del) to add to the
standard technoeconomic feasibility considerations in their development plans en
additional''dimension" of how national sales (i e domest:c sales over large arees of
Yugos lavia), and possible laier internationa! sales, of the ‘ntended products can
be ach eved.

This remark should not be understood to :mply that these enterprises d:d not give any
thought to that vital point. However, unt. | today production, sales and marketing
scope was mainly restricted to the local radius, habits and demands of consumers,distri-
butors, etc. Understandably, the organizational structures of the producing enterprises
were geared to this size and type of market environment Consequentliy, development
plans were also conceived and presented in the 1ight of past experience end influence
of that environment, with insufficient detailed analysis of the implications of going
into a wider national market (except the Bedel-Bosanska Banja Luka plant which Is

part of a nationel network).

We think that by any detailed ana'ysis the enterprises will by themselves coms to
the ineviteble conclusion that their main problems are neither financing nor raw
material supplies, nor leck of projects, but to find and build up the marketing struct-
ure in order to break out of the project region with their products. This would




enable them to produce farger quantities of speciaiized products, for a larger
market, without Tagging behind ths ovareil''tonus'' of the industrial development
in other regions of the Faderation, It wouid also incrasse the opportunities to
attract to BK treined personnel, at good saiarias end interesting occupations,
for such specielizetions in production and markating deveiopment, from other parts
of the Federation,

it appeared to us that recantly tha mobility of tachniceliy end managerialiy
qualified personnel inside Yugoslavia had increased considerably, end thet at the
right conditions of chellenge eny deveioping entarprise in BK could with a reason-
able effort find supplementery axperianced personnel for those activities whare
practical exparianca in BK is lacking.

i. The vegetable/fruit processing sector suffers from a situation in the finencing
field, simiierly to other ssectors, which in its casa - iike in the meat industry -
acts as a brake to sound deveiopment. Because of insufficient suppiy of basic
investment capitai (from aither accumuiatad surpluses or from bank credits)
working capital is used increasingly to financa axpansions. This leaves a ierge
deficit in the working cepitei structurs of the entarprises. For this reason -
which is not pecuilar to BK alone but axists in meny industries in the Federation -
there are not sufficient working capitai funds availasbie to finance the internai
needs of the entarprise. Thus it is impossibla to demand of the enterprise to
organise its raw meteriei suppitas without giving it sufficient special working
capital credits sarmarked for that purposs.

I1f, therefore, the orgenizetion of raw material suppiies wiii be underteken by
the processing industries, specific agrocredits will heva to be put at the dispose)
of these industrias,

Since these agrocradit funds wiii have a dynamics of their own (conditions,

channei ling,edministration, direction, rotation) and the processing industry -

except the Kombinat - hes no specific largescala experience in administering such funds,
it is recommended to examine this matter by tha Chambar of Commerce, Industry end

the Banks so that e regional agroindustriel credit fund and management can be created.
This recommendstion holds for aii the foodprocessing plants in the region.

* *

Recapitulating - the sats of comments on the various development programs refer to the
general common probiams of tha foodprocessing industry, aithough they are given here in
the context of tha vagetabies/fruit processing industry. These comments can be summarized,
in the order in which they wera given, as:

a. There are iocal raw matarieis eveiisbla or producibie, a part of them even ecologic-
ally advantageousiy.

b. Specialiize on high-quelity products, partiy new ones, which fit into one of the
rising demand patterns,

¢. Some probiems, like thet of plums surpiusas, can ba treeted on a regionai lavei only,

Raw materiais production should be organized by the industry es contract ferming.
Successfui examplas can be adapted from Yugoslavia and abroad.

e. Criteria for choosing between alternativa products, priorities, etc. on deveiopment
shouid be vie markat sectors and market orientation,

f. Processing industry shouid for the time being concentrate all production into @
smaii number of antarprisas - with rurai "agencias'' who wouid devaliop rawmatariai
suppiies on their behelf and who couid iatar become tha nuclei for processing in
thesa communas,

g. Avoid fragmentation, dupiication, confiict-of-intarast situations in the region.

h. Reorganize devalopment thinking, staffing and decisions in terms of a wider markat,
with different buying habits to the BK market, and make praperetions for the necas-
sary forward intagretions,

i. Create an agroindustriel cradit fund and management to enable working capital funds
to be funnelied to rew matarial suppiiars.
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A marketing evaluation and temt should be done (in off-season) with pilot quantities
of canned, peeied potatoes which could be prepared by Viteminke

Parailely to implementing these industrial possibilities a decision should be
teken on a different project, on & larger scale, which the team considers
important and feasible for the region This concerns the setting up of a large
Potato Storage Facility which would store potatoes under ''controlied atmosphere'!
conditions from the harvest period till off-sesson sale 8 few months later in
winter.

It was noted by the team that the price and aveilebility of fresh potatoes
fluctuated ver h - at producer's and at retail! level, the reason being
that there was no fWi’fcr storage of commercial quentities of potatoss availsble.

With the new technoiogy of controlled atmosphere storage, where some onygen |4
withdrawn from the cold storage rooms and other gases are introduced, which has
been developed in the USA but is todey used in several agriculturally sdvenced
regions in Europe and clsewhers, it is possible to store seversl verieties of
vegetables and fru: for periods of meny months without these products losing
or changing the: xture, taste, look and arome.

it is recommended to study a project to store potatoes under controlled atmosphere
in order to arrive at a better supply schedule.

This couid be regarded as a pilot project towards the productivization of the
annual frash vegetable supply, by flattening out the uncontrolleble very large
seasonal price fluctuations dividing the savings .

The projact of controlled atmosphere storage of potatoes on which fessibility

data ara given in the relevant section is suggested here as a case for further
examination - not for immediate implementation. It might be found out - on

studying the raw material closer as well as price movements and transport logistics,
that zold storage for shorter periods, or buying from other regions, could be

a better solution

e
i

Vegetable § s - Marke nsiderations

Some vegetable seeds are produced in Yugoslavia and soid both domestically and
exported Hosever, this branch cen be considered to be in its infancy. Newer

methods have been developed and also demand in many countries has risen In quantity,’
range and quality. The BK region could, for ecological reasons, produce cartaln
seeds which are not producible in countries with other climates. This and other
relevant observations have also been stressed by FAO experts who worked in the
project area.

Such a project would need study in depth in ali aspects - market, ecology,
processing technique.

Initial remarks and technosconomic data for such a type of plant are given later
in the relevant section.




Export activities are important, and Voce-Export as well as other firms should be
included in the above efforts. However, exports should be started in most cases

only after a product has been sold successfuily on the domestic market, (or after a
specific pilot-export project has been undertaken as per h.2,2.b. above)., There will be
exceptions to this, In any case, ell goods intended for emport - whether produced
solely for export or as an extension of domestic marketing, will have to be produced

at full export standards. These include not only quality and price but also minimum
quantities from one source, packaging and other requirements,
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A. The following sections deal with the proposed development projects in the vogetab le
and fruit processing fleld, The projects ware chosen via a number of criteria, o
set out below:

i, Probability of “'safe” and enpending markets.
2. Accossability or Produciblilty of the right rew materlsls

3. Possibilities of introduction of improved merketing metheds
by the enterprises - shortrengs and madiunrongs .

&, Profitabllity to the enterprise and to tha region.
5. Acceptence of the suggestions by the enterprise.
6. Priorities, in the follawing order:

= Fuller utilizetion and productivizetion of exlsting
faciiitles,

- Expension of enisting facilitles.
= New facilities,

. The projects represent a synthesis of former thoughts and plans ¢f the enterprise
and of new suggestions by the team, with modificetions introduced by the team as
per the sbove stetéd criteria.

C. The division of projects among the enterprises represents a modus which wes agreed
in the various individua! meetings as weil as roundteble conferences with the plents,
the ‘lattar being attended eiso by the FAO Project Manager and the representatives from
UNIDO/Vienna and FAO/Rome.

D. Technosconomic Feesibility Date ere given for the proposed product lines. These
date take into account existing equipment and space, wherever applicable. 1t wili be
noted that in soms ceses there ars different jumps in investment needs between expen-
sion stages for one product line. These jumps result from the need for new invest-
ments in equipment or space, upon reeching fuil capacity by the output of the prior
stage.

it is therefore recommendsd that the enterprises delineste for themselves e
marketing schedule which will first utiliza that full stage for which the first
expansion investment wiil be decided, specificaily for eech product line,




Fryit and Yesstebls Prosessing Kapansion Prejests by Yiseminks
Seskaround

Viteminka in Benja Luke is the only fruit and vegetabie Whﬂllty in the
region (Bede!-Bosenks being a bottling piant) end, as mentioned at the beginning of
this part of the raport, about 5 million dollars were invested since the eertheuake,
i.0. in 1970 and i971, for a complete reconstruction of the plant, including

sssoc ieted infrastructure.

The region has also invested in & quickfreeing line in the coidstorage section of the
new Bosanska-Gradisks regional slaughtarhouse of the Kombinat, presentiy under con-
struction. Pert of this quickfreszing |ine wes intended for quickfreezing of pess

and beans, and Is suitabie for quickfreszing of other vegetabies and berry fruit.

i i for Vi in

As has been discussed in severs! chaptars of this report, the targets in the feod-
processing industry of the region cen be best reached by:

.  Productivization of invested resources, |.e. In the case of Vitaminks a solutien
s needed on how to increase the generetion of real assets (products and surplus
sccumuletion) from the investment made, end/or how to generate considerably more
essats by ¢ small additional investment.

Orgenizet ionsl specializetion, which in the cese of Vitaminks should include

1. Concentration of all specific fruit/vegetabie processing in Vitaminks's
hands as far as technology and merketing is concerned.

Efforts towards resolution of the problem arsas between Vitaminke and the
Kombinat in the one field of partial duplication, and between Vitaminks
and Dadei-Bosenka in enother such partiai fieid.

Efforts towerds graduai marketing coordination over the Federation, for
certain of Vitaminka's present end future products, with other prasent or
potentiel producers/sellers of similer products.

Market-or iented forwerd integrative srrangements, i.e. in the cese of Vitaminks
there is e need to find weys to penetrate better into the nationwide market by
making associetion(s) with enterprises who have such networks.

Rew-materiei-oriented contrect/cooperation organizetion, i.e. in the case of
Vitaminka the taking up of direct responsibility end control of securing larger
scale, better raw material suppiies.

Selection of high-quality, high-priced products in order to surviva In tomorrow's
domestic and export markets, which in the case of Vitaminka means the additlon of
lines of more sophisticeted products - and consequently even more attention to
b), ¢) and d) above.

Tha suggestions end project proposals in this report for vegetable and fruit proco'u-
ing in BK, and for the expansion of Vitaminka in particular, are being mada in order
to assist in foliowing these criterie, towards gradusi practicai solutions.




] ! igtl ration and Expans! 1an ] i In

The tobulation below shows the structure of Vitaminka's recent production and
thair plan for enpanded production In 1975

Pr \
Processed Veg. Processed frult Total SALES - W
= (Ex-Vactory Price)
Produced 1971 4,900 3,960 8,860
Plan for 1972 5,305 6,110 1,415 79 mill. ND

(of which 1,450 ¢t
frult julces)

Plan for 137§ 9,%00% 13,730%) 23,63 175" mit1. ND
(of which 6,600 t
frult julces

* 10C estimate. It is assumed that average sales/ten will grow because of increased fruit
Juice sales.

a) Procanied Vesstables b) Processed Fruit
Peas 3,000 ¢t Rined marmelade 2,500 t
$tring bomns 1,000 Jams (regular) 1,000
Cucumbers 1,500 Compotes (Cherry/Pesch) 1,530
Peppers 1,400 Swestened frult nectars 1,100
Djuves 1,000 Pasteur. pulp 600
Ajvar 1,000 Pasteur. julces 600
Frult conc. 500 Prult julces 6,000
Bestroot 500 Candled frult (regular) koo
9,900 13,730

The team visited all the Vitaminka facilltles several times and were given full
technical and financlal Information relevant to the enterprise and Its expansion scheme
The possibilities and limitations of the markets and raw material supplies were dis-
cussed between the Vitaminka management and team members. The team's tentative proposais
on the Vitaminka expansion and the vegetable and fruit sector were presented to the
Vitaminka management In August and September and considered acceptable. The need and
procedures for 8 constructive solution towards cooperation between Vitaminka, the
Kombinat and Badel respectively were also dlscussed by the team separately with the
enterprise Involved.

Based on the above and on the various markets, raw materiai and product analyses dis-
cussed before In this part of the report, dealing with various stages of vegetabies
and frult processing, the team's comments and recommendations are stated below.

1. Existing Operation of Vitaminka

Viteminka Is just starting production In Its new plant, bullt/reconstructed
after the October '69 earthquake. The new plant is well designed and we!l built
and has enough space for present and part of future production. Considering the
Investment of about 5 milllon dollars from public funds (Commune and Banks) it
ls Imperative to increase production and profitability quickly in order to pay
off the Investment capital credit; (despite the favorable conditions - 15 years
at 4%) this In addition to all the other reasons for increased production

Present products of processed vegetables and fruit are shown in the aforegoing
l1sts. They constitute standard prime products of cannery, and the balance sheet
and raw material requirements are equally the standard results of such a product
assortment.
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Raw materials suppiy is the most painful point in the view of the Vitaminka management
and one of the painful points in the view of the taam. Vitaminka has presently no
agricuitural production facility of its own, as the Stojanovic Kombinat hms and as some
othar vegatabla/fruit processing plants in other regions of Yugosiavia have. Today's
raw material requirements of Vitaminka are covered as follows:-

Frglt!:

90X comes from the BK region. Only psaches and piums are grown In plantations, the other
fruit by individua) farmer femilies owning a few trees each. Vitaminka has buying points
in the fruit growing regions where a Vitaminka employee deals with the individual growers.
Cherrias and strawberries are bought from farmer cooperatives (Zadruga) on contract

Only in the case of strawberries does Vitaminka ''organize'' growing by supplying the

young plants.

Concentrates/pulps are mainly citrus and are imported from abroad by Voce-Export/Zagreb
with whom Vitaminka is integrated for purchasing and for export marveting. (Voce-Export
has 2-3 similar arrangements In other regions for the supply of fresh and processed
produce for axport marketing).

v lgs:

a. Beans are supplied partly by the Kombinat on yearly contract, partly from cooperatives
In Vojvodina on yearly contract.

b. Peppers, eggplant, cucumbers and simiiar vegetables are bought from various suppiiers,
depending on prices and availabllity.

¢c. Peas -~ which in Vitaminka's 1971 production accounted for 25% of vegetables processed
and in their submitted 1975 plan will account for 30% of expanded processed vegetables
output - are being suppiled by the Kombinat, mechanically harvested, under a ten-year
recent agreement which assured Vitaminka these supplies on the understanding that
Vitaminka would not set up quickfreezing faciiities for peas. {According to the
Kombinat plans, Vitaminka's peas requiraments will at any time be about 20% of the
Kombinat's intended total pea harvests). it shouid be remarked here that peas are
a relatively new crop In Yugoslavia, and particuiarly the growing of peas by tha
social sector, mainly destined for processing, is completely new; thus the problem
area between Vitaminka and the Kombinat is a part of the expected problem situations
requiring solution, which turn up as a result of afforts at structural modernization
In the vogotablo processing branch.

Marketing of Vitaminka's domestic sales (which presently still is the great majority of
its sales) is directly to various grocery selling organizations,

Employment in 1972 was about 400 (operators, administrative and sales).

Vitaminka stated they considared the enterprise as belonging to the top five vegetable/
fruit processing bodies in Yugoslavia. This evaluation may have refiected Vitaminka's
market standing during tha earlier stages of the development of the Yugosiav vegetabla/
fruit processing industry but there ara indications that due to tha earthquake recon-
struction period, Vitaminka may have lost this position since entarprises in other
regions had meantime increased production and sales considerably. The team doas not
bel ieve that the specific market-ranking today of Vitaminka is of significance, Tha
problem is rather that sales are restricted to the BK region and to a smali extent to
other regions, i.e. Vitaminka has not penetrated, in its production sagments, a
sufficiently broad market, and it is proposed that in Vitaminka's steps towards their
expansion program (including their originally intended expansion products as well as
whichever new products proposed in this report will be added) the entarprise will sat its
management goals towards achieving better market panetration via the procedures which
have been mentioned in other pages of this report.




Future Operations of Vitaminks

A development program s proposed for consideration and decision so that Vitaminka
can undertake the necessary orgen:zational and other steps for quick execution of
these parts of the program which will be approved and financed.

a  Submitted Progr am

Production should be incressed in 1ine with the production expansion prog:am
submitted for 1975, with minor modiflications which are referred to later n
this chapter.

b. Add t.onal Product:on

Severa! new product lines are proposed here, to be added by V.taminka at its
Banja Luka plant . These product lines are partly executable without addit.ons

of aquipment or of space, partly need some additional equipment, and partly nead
added space plus added equipment.

Ona product |ine (Babyfood) would be a completely new product ion department.

Thase product | ines are proposed as a result of all the considerations discussed
in aarlie- chapters of the report and have been conceived end evaluated according
to the criteria set out for Vitaminka's and the region's development needs.

Specific faasibility data on these product lines are given in the next pages.

¢. Raw Mater.al Supplies

The tota! Vitaminka development program, as well as the improvement of fruit/
vegatable cuitivation in the BK area destined for Industrial processing or for
modern fresh handling, will need a decision by Vitaminka, the Chamber of Commerce
and other authorities involved that Vitaminka will organize - selectively and
gradually but fully:-

« Its diract raw material supplies - by contract growing and/or direct technicai
management of land areas such as the INCEL AREAS.

- Stimulation, coordination and technical management of creating batter existing,
and new, fresh vegetables and fruit which will be partly sold as fresh and
later partly enter the industrial upgrading cycle.

In this way the technology of horticulture plus processing horticul tural
products (from grading through upgrading and selling) would be under the
influenca of Vitaminkas.

There will be differances of emphasis of involvement but Vitaminks should
become the recognized '‘carrier'' of these activities.

In the specific case of peas the supply should be handled by the Kombinat.

d. Marketing

Tha anterprise should make efforts to 1ink up with national distributors for
cartain products, including the new products proposed in this report. it is
not necessary to link up axclusively with one firm but rather to have 1inks for
sach product line.

At the same time it is considered essential that the brandname ViTAM!NKA should
be better known all over the Federation -

- Via widar market penetration

- Via integration arrangements which will still allow Vitaminka's name to appear
on the labe! (joint salas with Bade! of some products, sales in the
Dalmatian tourist areas jointly with PIK Mepok, etc.)

- Via Vitaminka's sale of quickfrozen vegetables/fruit from the Bosanska-
Gradiska quickfreezing facility which should act partly as a contract-freezing
installation.



it nas Lo be recognized that only through strengthening Vitaminka by helping 1t
to have its brandname and brand products soid all over (logistically reachable)
regions In the Federation will it be possibie to build a strong base for the
BK vegetable-fruit processing sector. Later on Vitaminka could 'spin off'' some
production into other, new centers but for ths next years it Is proposed to
decide on the concentration plus integration mode.

s Or.nln;lgn

Viteminke should become a part of the BK foodprocessing roof-organization which
it Is propesed to set up and should act as the technology/planning/raw mater als
orgenizing/information arm of this body in the vegetable-fruit sector.

3. P | P n

The new products proposed for additional production are shown in the teble, together
with the required additional fixed investments needed (at todey's prices) and the
annual seies achisvable (at today's ex-factory price levels es assumed for esech
product, based on the Yugosliev market and on Vitaminka's specific production costs).

The ''Steges'’ do refer to ﬂ%’_. i.e. It is in some cases possible to start
immed lately with Stage 2 or and when the market is considered large enough and

if and when the raw materlals will become avaiiable. in some cases, as for part of
the Jems and for all the babyfood, raw materials are available, but for sweetcorn,
babycorn, asparagus and mushrooms the respective period til) availability (longest
in the case of asparagus) will dictate the stages.

The feaslibll ity data pages indicate, Inter allia, at which stage, |.e. at which output
additional Investments in equipment or area have to be mede, and whether added in-
vestments between stages are required.

Process ing costs have been given for each product or product typs. Since raw materiai
prices and consequently final product prices fluctuate much more than processing
costs, It was considered, for the sake of clarity, to give the latter only since
Vitamlnka can, towards its decisions, introduce its raw material costs into the
calculation. The processing cost, today's raw material prices and assumed finished
product prices wers, however, checked by us vis-a-vis Vitaminka's present costing
breakdown and a fairly low sales price was taken considering the proposed quality

of the products. .

Product nsion Program

Stage | Stege 2 Stage 3
Output(t) inv. Sales Output(t) Inv. Sales Output(t) Inv. Sales
Babyfood 1,500 9.2 28 3,000 7.1 56 6,000 12.6 112.0
Jams/Confitures
(High-Quality) 2,500 4.2 20 4,000 3.0 32 6,000 4.2 48.0
Canned Sweet Malze
(Kernels) . 2,200 1.7 15 4,400 60 30 8,800 6.2 £§9.0
Candied Fruit
(ngh Quality) 60 l.l* 1.7 120 0.1 3.4 240 O.I* 6.8
Pickled Baby Malze 500 - 3.4 1,000 - 6.8 1,500 ] 100
Canned Mushrooms
(Cult.Champignons) 350 0.7 10.0 750 - 22.5 750 - 22.5
Canned Apple Prod.
(Compote & Sauce) 800 5. 6.0 1,600 .2 12.0 1,600 - 12.0
Canned Asparagus 140 0.8 3.2 1,120 h.i 27.0 1,120 - 27.0
*h ok AA
Total flxed investment estimate for Total Sales 297 .3
all three !t.u. L] 7' mili. ND. sasam

*  HNo investment if sweet maize kernels line is set up.
**  Investments cannot be added up per stage because of phasing - see next page.




The phat ing of the Inaveetments will be o metter for specific coneiderat ion oy
Viteminke and the feodpresessing resfergenizetion. Sems investments sen be prephesed,
08 suplained sbove, sems con enly b undertohon whon the rew meterial will become
oveileble.

1t is seen, howsver, thet by enssution of this scheme - the ressens fer which ond ¢
3ecific products selection have beon enplained in the repert = it wauld be peassible
to achiova on added 20108 turnover of sbout J00 million ND en-fastery, with on odded
Iavestment af sbout 71 milllon N0 in equipment, fleer aree and ingaring/ insteiiagtion
sosts. The adeption of this pregram, or perts/stages therent, eould contribute
meterialiy te reseive severe! probiems:-

* Viteminks wouid becems o large ot ficient preducer, vtilizing its asoets optimeily
ond protitebly for itself and the region.

= Vitominks wou ¢ hove & product min suiteble for the onviseged merkets of temsrrow
on which sub-programes or swb-fecilitios semawhers slse In the region could be
bosed later

© Vitominks wouid crente o row material bose for 18se!if ond be able 1o eontre! part
of its preduction '‘tal ior-made'.

= Viteminhe would hove the "industry stending'' to negetiete Integroative ond ether
2380C ot 10N MASUTES 0% wall a3 enport centracts.

Although the seles of 300 mill. WD will lgok very luruthmuhn!
reeding, and the mora 50 if this sum is oadded ta the 175 mill N which Viteminke
wishes to produc:/sell by Its "standard' enpension progrom submitted, 1t showid b
remembs. ed that this sapended turnover is progosed and cons idered possidla due o

8 horizontg) widening of Viteminka's potential product min. Al) preducts preoposed
wou 30'¢ to b merket segments and thus would mnot cempete ant | tywise
with the standard pr ts contained in Viteminhs's prosent ond eupansion predust :on
schemes

Working copital figures included in the feesibliity date sheets are given as 1 f each
product/stage will be done seperately. In prectice It Is onpected that much lgss nett
wrking capital will be nesded becouse of the cycle movements of the moaeys/obl igations
involved alung the lineg.




femmaniane desallis Praduals

It is rosonmonded thet VITANINIA should stert the preduction of Romageni20d prese’ ved
ready-te-0st bobyfosd on ¢ vepetoble-fruit-mest besis. Feasidility detaiis are given
in the fo! lowing prc. it is wgposted to start with an sanue! produst on of 10 m. 1.
Jors (1,500 tons). This is met considered o large quentity since 1t is the type of
product that wouid not BO ueed 00 & suppliement or fort fier ur dessert but as a

fulli dlet.

Knpwhow ond technica! aesiatonce wuld be aveilable from g we'!t known West Buropesr
flrm who enpreesed their readiness to assitt (n setting up weh product on

Rew materiol ouppiios for theee Quantities are available to Viteminkg 'n the Benja
Luhe 0res. Preduction would' be facilitoted since the babyfood plant wou'd be an
a0d!tions! wing In the Vitominke compound .

Sofere enssution of the program o detailed feasibility study, including the phys co:
link-up with Vitaminhg's plant units, the product min to be selected, and &' aspects
of marhoting, shau!d be done.

MEadieal incne. > Conding Pruit

it e te instol o !ine for theee predusts bOoad on the 00!d vesuum Cook ng
9reeees. This gives Jome/confitures ond cond!@d fruit of mush higher quel ty which

eon b0 10'd atditionsily ond csaperetaly te the stondard predusts which ore in Vitem nka -

production progron. Viteminke hot opplied seme time ago to UNIDD for advico on this
metter and for thet resten, tee, it was contidered ueeful to pregese here the spet. fic
wlutlon,

Sannad hmat Mo .lde facoe)s

Swaet corn praduction is mpntioned before in ite various aspects, o8 weli a8 . ts use
the quickfresming installation for quickfrosen sweet corn-on-the-ced preduct .on

As the 3108t corn 10000n ¢008 nOt Overiap the Ppas s8eon, the 1ame oguipment coan be
veod for 1weat corn and for pes conning, eacept some preperastory Oguipment

Pickisd Sevymaige
Sebycorn growing has been ment ioned before in the report.
Sebycorn canning wiil use the sweet corn/pes !ine

Sannad Chame i areny

Cultivated mushroom growing has been mentioned before n the report, as weil as the
merket sitvation for fresh and canned mushrooms seles.

canned Asa's Pragusis

App'o compote ond appiesavce are presentiy not avaiiabie in wide distributien in
Yugosiovia. This prcduct should find o good merket, particuiarly off-sessen Sme!.
inltial quantitios have boon proposed which could be incresased after merhet penetiat .
in o fow selected aress of the Federstion.

Sacoad Ansaramms

The growing and fresh/canned 1a'es of omuro were discussed before The asperapus
progrem wuld bolong to the new agtivities of Vitaminks where 1t wauid bacome nvo'.ea
fram the growing steges and Vitaminka couid parailel !y be active 1n selling pached
frosh asperagus ad wali. Mowever, in order to achieve a high qual ity product, 1t w: .
be three years after the first piantings before commercial quant ities wiil be wide!,
marketabdis.



1)
1)
3)

4)
s)

¢)

7

)

PROPOSED INTERPRISE:  VITAMINNA
PROPOSED LOCAT ION: Sonje Luke
o) PROOUCT LIN: SADYPE00 (hemogonized - ready to eet) PLANT

) WARIETIES: Gosons of different meet, vegetable or fruit combimtions are potsidle
ueing the squipment proposed
c) MCHSIM: 190 or Glass Jors, 12 Jors in Corton
NO0E OF PROJECT: Addition to Exfsting Plamt
RANNED GVTYT:
e Qg (Tons mott preduct/yeor)

\ 1,000

: 3,000

] ¢, 000

AL WLES [STIATES:
(Asoumnd en-factery price cbbotasblie ot Desamber 72 Yugeslev price Levels)

oo tamml faigs M11.9)
1 2.0
: .0
3 "e.e

PROCESSINN SEASON:

AYY yoor reund

FACIITVIES - EXISTR MDD WDM:

A agw seperete preduction ores will be set wp for 90age ) %0 enoure the Resessery high

quality stonderds.
Y.:‘r:‘ ond the oguipment will b0 onponded n 3 stages. Mo enfoting faciiities ore
FINED LINESTIEIT CSTHATE (W4V).0D):
em 1 zL e

Gquipmant .00 7.000 14.900

Nilotapn 3.000 ¢.000 1.000

Gaaieserieg A isstallatien | .00 2.108 .08

Tota! Fingd lavestmant .00 16.200 2.9

Wrking Capita!) .00 10.000 20.000

¢ Cumyloative Tota!




iy

VEGLIABLE, FrUIT AND GRAINY P‘(ODUCTlON":uS AAW MATERIAL FOR ik FOOD & FEEDPROCESSING
| STRY

Although the project deals w:iin inodprocessing it was cons dered useful tu saow the
present and expected future possioilities n production and supply of fresi veyete-
bles This interconnects wlth the basic problem of competition of the ''"fresh!
market with the industry for raw material supply A complete analysis and forecest
of the foresesable interactions, as far as the 3 region is concernsd, would be
important and could be done by the institutes of the project area, possibly with FAQ
cooperation This snelysis should define, msasure end forecast the interactions
"Intensification of land use by growing more vegetables and an optimum program of
their marketing (fresh - industry - domestic - enport)'' and arrive at a progrem
executable by the reglone! industry, agriculture, treding organizat cn and authorities,
This program should be coordineted with other regions, with the Pol jobenka,
Jugokonzerva and others

Most of the agricultura) areas within the project region are under grains end In
this chapter on raw materials consideretion of grains has been added to vegstables
and fruit. Only limited areas, mainly near Laktasi, Banja Luka and to a smaller
extent near SanskiMost, Prnjavor and Bosenska Gradiska, grow vegetables and fruits,
These areas are not sufficlent to supply the neseds of the region and even in sesson
vegetables and fruits are imported from other regions and repubiics Still, soms of
the fruits and vegetables produced in the 8K region find their outlet to lagred

and Split and the domestic market grows continuously,

The main problems which prevent intensification of the existing areas and incorpors-
t:on of new areas are physical marketing possibilities and credit facilities. Owing
to existing infrastructure most of the planted areas are near the road net. Thls
being natural, extenslon of areas has to be accompanied by road deve'opments. The
farmer can be expected to increase the production of these crops as long as he will be
sure that there 1s a proved outlet for his produce. The processing industry, with
reasonable contracts obliging both parties, is surely one of the safest ways to cause
this Still, it has to be considered that in order to increase production, financlel
resources are necessary and regularly unava:'lable to the private farmer Therefore
an extensive credlt program has to be developed to be directed by the proces-

sing 'ndustry for financing the production cycle of the farmer By increasing

this production the farmer will encounter a lot of problems, be it with selected/
certified seeds, fertilizers, chemicals or harvesting and crop handling Also the
demand of the processing industry for quality and timing is, in many cases  much more
stringent than the locel market for fresh produce. While the local market responds
usually by paying lower prices industry might reject the whole produce. Therefore
extension service and organization (farm management and agricultural planning) have
to be increased in order to integrate with marketing and credit problem solutlons.
This question is dealt with In other chapters of this report where the role of
industry and other enterprises in the stimulation of raw marerials supply |s dis-
cussed.

Most of the following crops (vegetebles and grains) and fruits can be introduced and/
or Increased only |f the abovementioned probiems will be solved. The risks which
the farmer - espsclally the private individual - will and can take, are limited,

Rew material supply and processing industry have to be looked on as one integrated
complex, within which one '"division' serves the other. If instruments in reglonel
management will not be created where agricuiture will help the processing Industry
and vice versa,both will stagnete. The problem is not 'which came first - the hen or
the egg'' but can agriculture and the processing industry live in symbiosis,



' "10CESS OESCRIPTION

O-C-EHEHE

8

Section A.

BROTH

9 10 N 12 13
'
Section A, 1. Me. ~d Poultry
RAW 2. Colu Storage
?f(T)lEl:ééL 3. Thawing
AND 4. Cooking
PREPARATION 8. Vegetables & Fruit
9. Storage
10. Peeling
11.  Washing
Section B. 5. Deboning
SITE 6. Grinding
REDUCTION 7. mixing
MIXING 12.  BDanching & Cutting
13. Mixing
4. Finishing
18. Deaerating
16. Homogenization

) 8
BABYFQOD (homogenized - ready to eat) PLANT
Section B,
! Section C. 0
14 Fois F(ve a7 Jre Jo{as {20 A 20 iz |
‘ 28 Jod 24 Jd2
Section D,
Section C. 17. Pasteurizimg
:'!‘L’L:‘ar 8. Filim
meATMENT  19-  Capeimg
20. Sterilizim
2. Cooling
Section 0. 22. Drying
wm 23. Ladelling
mn,ég"' 4. Casim
STORAGE 25. Storege
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SABYFOOD (homppenized - ready te eet) PLANT

14) PATERIALS MQUIRED:

The tagredient figures ore approximete-enact figures dopending on formulations chosen.

V) feele

s 1 L 2
Chichon (tens) cleen 200 400 800
eviscorsted
o) " withewt 100 200 00
bones

veo! " with bomes 100 200 0
Corvets . ) 320 “o
Groen oo " 0 320 o
Potatens - 1 300 00
Apricots . 10 320 e
Pesches - 1) 300 o
Amnles . 2 . ] 18

" m Jors (180 gr) M1 n n “

(Quontities) | 01y . M " n “
Lids (for Jors) MV " n “
Corton Cases (for 12 Jors) 800 1 8000 3,779
- Theus.
18)  PRECESSING COSTS (M11).N0/Veer)
b L A i
Puchoging Materta) 12.000 2.000 47.000
Yt iitien 5.000 11.000 .00
Oirect Loder 0.000 1.200 2.000
Ovorhoed Shere’ 1.000 2.000 2.000
Amriizatise 2.000 1.8 1.008
Tota) (M11).M0/Veor) 20.600 .70 78.700
Wm
Unit Processing Cost
(W/90r Product) 2.0 1.98 1.09

* Includes meintonsnce, adninistretion and trensportatien




PROCESSING COST SENSITIVITY

Stege ! Stege 2 Stage )
—) TTEN CHARGE (%%) ITEN CHANGE (D) ITEM CHAMGE ()
LK b4 * 0y 2 ? 0% ! 208
LEADS TO CHANGE IN PROCESSING COST/UNIT (%%)

Pecking Materiel 5.8 1.6 6.0 12.1 6.2 12.4&
Utilities 2.7 5.4 2.7 $.h 2.7 5.5
Direct Labor 0. 0.0 0.3 0.6 0.} 0.8
Overhead Shere 0.7 1.3 0.5 ). 0.4 0.8
Amortizetion 0.4 0.9 0.4 0.0 0.4 0.8

(1) Chenges of different levels in different items mey be calculoted
by sddition of the sppropriate percenteges.



L}
2)
3)

4)
5)

6)

7)

8)

9)

PROPOSED ENTERPRISE: VITAMINKA
PROPOSED LOCATION: Banja Luks

a) PRODUCT LINE: JAMS & CONFITURES (high-grade) LINE
b) VARIETIES: High Quality Jams, Confitures and Pulp Jams from Cherries, Apricots
and Others
c) PACKAGING: Glass Jars fitted with twist-off lids, 1/2-1 Kg.each, carton outer
cases
MOOE OF PROJECT: Addition to Existing Plant
PLANNED OUTPUT:
Stage Qutput (toms nett product/yesr)
! 2,500
2 4,000
3 6,000

ANNUAL SALES ESTIMATES:
(Assumed en-factory price obtainadle at December 72 Yugoslav price levels)

3tage Anrys) Sples (M111. %0)
| 20.0
2 32.0
3 4.0

PROCESSING SEASON:
Helf year. Will be balanced by CANDIED FRUITS LINE preduction
FACILITIES - EXISTING AND NEW:

At oach of the 3 stages new equipment and new areas will be added.
Note should be taken that by stage 3 a cumulative 2,100 sq.m. of storage ares
will have been required.

FIXED INVESTMENT ESTIMATE (M111. ND):

Stage AR Z 3
Eutipment 1.700 3.400 5.600
Suildings 1.500 2.510 3.900
Engineering § Installation 1,000 1.300 1.900
Bl AL L N
Working Capital 3.000 4.000 5.500

* Cunulative Total




2.

ANIS AND CONFITURES (high-grade)lINE
10) PROCESS DESCRIPTION
S0,
Rejects |
Pits
¢ 17
@-["zL 3 o 4 J={ 5 @) 20 22 Jo{23 Jo{ 24
Og r-LfLH_s_ 10 J 1 kG
Stems  Pits Rejects apor
Section A. 1. Apricots 1. Section 5. 17. ‘tater
mam 2. Pteing - Pits %M"M 8.  Segar
4. Sorting - Rejects PACKAGING 20. Vacuum Cooking - Vapor
§. Chopping 21,  Pectin
6. Cherries 2. 2. Mlding
7. Stemming - Stems 3. Fillimg
8. Pitting - Pits U, Packeging
9. ltashing
10. Sorting - Rejects
1. Chopping
12, Nlp
13. NWip
4., MNp
1§. Evaporation 302 . 302
16. MNlp




11) DIAGRAMMATIC FLOWSHEET:
v 23 a s

o GG M

A) Line for cherry Jam & confiture

JAMS AND CONFITURES (high-grade) LINE
C

7 V.
2.
3.
4.
s.
6.
7.

Stesmer

Fitting Machine
Soaker Masher
Washing Drum

Sorting Belt
Chopping Equipment
Steam Jacketed Kettle

8) Line for apricot Jam b confiture : .'m “n‘;::"w
C) Line for jam mede of 80, ’r:::vd T 0. Fler
1. Closing Machine
[ ]
Jams Only 12.  Labeller
13. Caser
12) DIRECT MANPOMER:
stame mn 2 N
Operators 10 " 20
13)  VTRLIVIES:
Staee i I 5 4
Power (KMW/yosr) 31,000 48,000 72,000
Mater (9/yeer) 12,000 20,000 30,000
Stoam (Ton/year) 0 1,480 2,000
14)  MATERIALS DALANCE:
Fer Ten of Prodvuct
4 icot Jam or Jan made from
haterial .331 A"'cmmm Preserved N1p
" k. | Kg.Tota) | ko.votat | m. | wp.total
Laacedint: 1,304 1.9 | 1o
Freit . 0o | 0
Suger 6 6% o |
Water 126 12¢ 12
Pectin 1 | 1 '
Acid Solution 2 2
(805 Citric Acid by wt.) |
Nlp 0 0 §20
Aatiduet and Rejects: » o id | m
Stome 1% 0 0
Pits © 0 0
Rejects ) %) )
Vapor m 279 e |
Product 1,000 1,000 1,000




JAMS AND CONFITURES (high-grade) LINE

15) PROCESSING COSTS (M$11.ND/Year)

Stage L 2 3

Packaging Material 6.200 9.900 14.800
Utilities 0.660 1.000 1.500
Direct Labor 0.130 0.1% 0.260
Overhead Share 0.850 1.000 1.180
Mmortization 0.3%0 0,600 0,050
Total (M111.N0/Year) 8.1% 12.690 18.560

Unit Processing Cost
(ND/Ton Product) 3,280 30 3,140

* Includes maintenance, administration and transportation

16) PROCESSING COST SENSITIVITY

Stage 1 Stage 2 Stage 3
ren(V) 1700 CHanGE (2%) ITEn CHmnee (2x) 170N sk (2x)
i taon tior ° 208 lgp tpon
LEADS TO CHANGE IN PROCESSING COST/UNIT (%)

Packing Material 7.6 15.2 1.8 15.6 8.0 6.0
Uil ities 0.8 1.6 0.8 1.6 0.8 1.6
Direct Labor 0.2 0.8 0.1 0.3 0.) 0.3
Overhesd Share 1.0 2.1 0.8 1.6 0.6 1.2
Amortization 0.4 0.8 0.5 0.9 0.8 0.9

1) cumn of different levels in different items may be calculated
by addition of the appropriate percentages.




L))
2)
3)

)
)

¢)

7)

)

)]

PROPOSED ENTERMRISE: VITANINKA
PROPOSED LOCATION: Benje Luke
8) PRODUCT LINE: CANNED SMEET MAIZE KERNELS LINE

b) VMIETIES: SWEET CORN
¢) PACKAGING: Conned 10 drine, 1/2 Kg. eoch, corton suter Coses
MODE OF PROJECT: Adition to enfsting plant
PLANNED OUTIVT:
iteme Qutsut (tons mett preduct/yeor)
) 2,200
2 4,000
] 0,000

ML SALES [STIATES:
(Assumed en-foctery price obtaineble st Decamber 72 VYugeslov price Yevels)

iam Anmal Sales (M11.08)
) 8.0
2 3.0
b | 0.0

MROCESSING SEASON:
78 working days in August-October. This doos gt overlep the pes 000900
FACSLITIES - EXISTING AND NEW:

for stage 1 the pos Vine will Do weed, plus seme sdditions) equipment.
for stage 2 & now preduction 1100 noeding 400 3q.0. ores wil) Do st w.
No odditions) ares wil) Do nosded for stage 3.

FIRED INVESTMENT ESTIRAL (M1).00):

Stags 1 2L 2
Cquipment 0.8% 3.000 0.000
uileings ¥.000 3.100 :.m,
foataserise 4 Ifatalisties 0.180 1A ] 1.299
Tota) Fined lnvestment 1.660 7.700 13.900
Working Copite! 3.000 $.000 12.000

¢ Cumlotive Tota)




CANNED SUEET MAIZE KERNELS LINE

10) PROCECS D{§CRIPTION:
Section A. : Section B. Section C.
@-[gr 3 F{a OO s J{ 7 » J{10 }o{ 0
| !
Section A. 1. Sweet Corn Section 0. 13.
mm“ 2. msking STERILIZING 14,
TiATMENT ) Greding
5. Matae Kermels PACKAGING
Section 5. 6. iashing
mize 7. Serting
Mo 0. Dloaching
Section C. 9. UKermels Filling
arg:u:s 10. Cold Brine Filling
11, (xhousting
12. Clesing

: Sec.D. : Sec.E.
12 m-[& 14 J 15} 16
|
| [
Sterilizing
Cooling
Labelling
Casing
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CANNED SWEET MAIZE KERNELS LINE

11) OIAGRAMMATIC FLOWSHEET:

| 2 3 4 5 ] 7 8 10 1k 12 13
T Musker 6 Sorting Belt and Tables 17 Closing Machine
2 Grading Mechine 7  Blancher 12 Retort
3 Cetter 8 Filler (Kernels) 13 Cooler
4 Sosher Vasher 9 Filler (Cold Brine) 14 Labeller
$ leshing Drum 10 Exhouster 15  Caser
12) OIRECT MANPOVER:
it L L 2
Operators ] » )
13) VIRITIES:
s L A i
Power (K/yser) 24,000 42,000 78,000
wter (W/yeer) 24,000 4,000 %,000
Steam (Tome/yeer) 680 1,3%0 2,700
14) MATERIALS DALANCE:
For | Ton of Product (Kermels and Brine)
Meterial Kg. Kg.Total
Irgredients: 2,688
Sweet Corn-en-Cod 2,200
Salt »
Neter w
Dexiduns and Salects: 1,688
Sheaves )
Code 1,880
fejocts »
Prodvct 1,000
18) MROCESSING COSTS (M11).MD/Yeor):
$tge A 2 2
Peckaging Materisl 2,200 4,800 9.000
ntitities 0. 420 0.830 119, )
direct Lader . 0.130 0.2%0 0.450
Overhesd Shere 0. M40 0. 300 0,380
fmertisatien 120 3 ] 1,400
Total (M111.0M0/Yesr) 3110 ¢ 830 12. 930
Unft Precessing Cost
(N0/Ton Product) 1,410 1,670 1,410

¢ Includes maintenance, administration and transportation

[} |




16.

CANNED SWEET MAIZE KEAWELS LIN

PROCESSING COST SENSITIVITY

Stage | Stage 2 Sur )
(1) ITEM CHANGE (°%) ITEM CHANGE (T%). ITEM CHANGE (%)

ITEM + + + * * *
- 10% - 20% - 10% - 20% - 10:7 - 20%

LEADS TO CHANGE IN PROCESSING COST/UNIT (-X)

Packing Material 7.0 14,1 6.6 5.2 7.0 139
Utilities 1.4 2.7 1.2 2.4 1.3 26
Direct Labor 0.4 0.8 0.4 0.7 0.3 0.7
Overhead Share 0.8 1.6 0.4 0.9 0.3 06
Amortization 0.4 0.8 1.6 .0 1. 3|

(1) Changes of different levels in different items moy be co'culoted
by sddition of the appropriate percenteges .



1)
2)
3)

‘)
§)

6)

A

8)

9)

PROPOSED ENTERPRISE:  VITANINA
PROPOSED LOCATION: Sonje Luhe
a) PROBNCY LINE: CANDIO PRVITS LI

b)) VWMIETIES: Chorvies, MLums, Apricots ond Othere
¢) MCKARIM: Poncy Corton Bonss, 1/ Ny. coch with Collephene
W00 OF PROJECT: Adgitten 00 Lnfeting Ment
PLANINED QUTINT:
e Gutut (Yome nott product/yeor)
| ®
! Ll J
) "

NORAL SALES ESTIATES:
(hosumed on-factery price ebtotasbie ot Dssamber 72 Vugselev priee lewels)

ooy Asnue! Seles BMV). W)
| 2
? 2.4
) .0

PROCESSING 3CASON:
Helf yeor. W1\ be belonced by JUN O COFIWAES (Righ-ovede) LINE
FACILITIES - EXISTING AOD NOM:

Thts 1ine does not require now butlding. The 1100 weos ¢ good des! of Whe equipment
belonging to the JANS D COIFINAES (high-erete) L INL.

FIAED IWRSTWENT ESTHATE (M11.1D):

T 1 St
Equipment (R}, ] 0.900 0.3
Butldings ¢ [ ] ]
nc).
faatneeriog § Yiene P EEEY Y
Tots! Fined lmvestment 1.000 1.100 1.200
Working Capttal 0.0 .30 0.900

‘) Comulotive Tote!

o) The favestment 1n this 19ne 1o on addftion % the Stage | of JUS A
CONFITURES (high-grede) LINE. It constots of packing tebles, tray ond
holding tanks. There 1o no requiremant for on addfitiens! ores, o8
this Ving 1s more compact then the JANS AND CONFITURES one.

see) This fnvestment 13 on addition to Stage 2 of JANS AND CONFITURES (high-
jrade) LINE.



') BRRCKMA BEMCRIPTION:

1) Chorries Line
2) PMums Line

testtond. ). Cherriee Sectton C. 10. Riming
h 8. Newing e 1. Oretaing & Brying
3. P AT
0. Woing
8. Srtin Sestten 0. 12. Pesheging
6. i eI

Sotien b. 7. Cosking




CANDIED FRUITS LIMNE

6
1)) DIAGRAMMATIC FLOWSHEET

1 2 3 4

Stemming Tables (for cherries only) Cooking Kettle
Soaker Washer (for either fruit) Vacuum Evaporator
Washing Drum Holding Tank
Sorting Belt Trays

Grading Machine Packing Tables
Syrup Preparation Tank

DIRECT MANPOWER: l SECTION 1

Stage 3
Operators a8

UTILITIES:

Stage 2

Power (KWh/year)
Water (M3/year)
Steam (Tons/year) 120

MATERIALS BALANCE:
For 1 Ton of Products

Chervries P 1lums
Kg. Kg.Total Kg. | Kg.Total

Ingredients: 1430 | 1475

Fruit 750
Sugar I
Residues and Rejects:

Stems |
Rejects
Sugar l
Evaporated Water |

Product

Material

PROCESSING COSTS (M111.ND/Year)

Stage

Packaging Material
Utilities

Direct Labor
Overhead Sharo*
Amortization




Sterming Tables (for cherries only)
Soaker MWasher (for either fruit)

Washing Drum

Sorting Belt

Grading Machine

Syrup Preparation Tamk

DIRECT MANPOWER:
Stage
Operators
UTILITIES:

stage

Power (KWh/year)
Nater (H’Imr)
Steam (Tons/year)

MATERIALS BALANCE:

Cooking Kettle
Yacuum Evaporator
Holding Tank

Trs
ncﬂug Tables

L
v

A
»

L L

14,400
1,200 2,300
60 120

4

23,500
4,500
340

For | Ton of Products

Cherries

Material

k9. Kg.Total

Ingredients:

Fruit
Sugar

1430

766
665

Residues and Rejecty:

Stems

Rejects

Sugar

Evaporated Water

15
3
0
3%

Product o

PROCESSING COSTS (M111.M0/Year)

Stage

Packaging Materia)
Utilities

Direct Labor
Overhead Sharo'

Amgrtization

L

0.200
0.040
0.130
0.050

02,110

L

0.400
0.070

2

0.800
0.210
0.1% 0.260
0.070 0.080

0,120 0,1%

Total (M111.NO/Year)

0.530 0.850 1.480

Unit Processing Cost
(ND/Ton Product) 8,800

7,080

6,170

* Includes maintenance, adninistration and transportativn

¢ SECTION 2




CADIED FRUITS LI
6. PROCESSING COSY SENSIVIVITY
$toge | Stope 2 Stege )
e TTEN CWRE (-3) TTON CAAGE (%) TYEN CONGE (%)
it i w2 T ?aon

LEADS TO CHANGE IN PROCESSING COST/UMIT (%%)

Poching Materla! 3.8 7.8 LY 9.4 5.4 0.0
Veilities 0.7 .8 0.0 .7 ) 2.0
Olrest Laober 3.5 \9 1.3 L} | .8 3.6
Overnesd Shere 0.9 1.9 0.0 1.6 0.$ 1.0
Amortizetion 3.) ,2 1.4 3.0 0.9 1.0

(1)  Chonges of different lavels in ¢different items mey bo colculated
by sddition of the apprepriote persontages.




V)  PROPOSED ENTERPRISE: VITANINKA

2) PROPOSED LOCATION:  Benjs Luke

3) a) PRODUCT LINE:  CANNED PICILED DADWAIZE COBS LINE
' ®) VARIETIES: Sour Pickied Debymize
¢) PACHAGING: Slass Jors

l 4) MODE OF PRDJECT: Gnponsion of Preduct L ines
' §) MANED OVTNT:
i Sutaut (Tons mett preduct/yeer)
| ' 000
« 2 1,000
| ) 1,000
6) ABNAL SALES ESTDMTES:
| (Assumed em-factery price ebtatnsble st Decesber 72 Ygeslav price levels)
| flase Antma) Rlas (W111.19)
) ' 3.4
e ¢.0
l 3 10.0
' 7)  PROCESSING SEASON: Jume - Juiy
6) FACILITIES - CXISTING AND MEVM:
} Seme oquipment for rewmaterials trestasst s sweet mize 14ne.
Pechoging oquipment for glass Jar 711100 preducts enists.
9) FIXED IWESTMENT ESTIATE (W1)).MD):
Tota) Fined Investment W0 neod for additions) fined 1nvestment
(17 sweet maize 1ine 13 set wp)
Werking Copita) Part of conning section working copite)

10) MOCESSING COST:
Port of Vitaninke's conning 1100 cost - a8 other preducts preduced teday.

CANNED PICILED BADYAIZE COOS | INE
1) DIAGRAMATIC FLOWSHEET:
" {2 0 e 0 0 0 0 F{n 102
Y Musker S Dancher 9 Closing Machine
3 Soaker Vasher ¢ FiVling Tadles 10 Pasteurizer
' 3 Sorting Bolt 7 Srine Fi1)ing Machine 1 Labeller
4 Grading Machine 8 [xhauster 12  Caser




CANNED PICILED BAPYAIZE COPS LINE
12) PROCESS DESCRIPTION:
Section A. | Sectien d. :sc.c‘ Section 0.
O~ o M s e o H{o Fo{of{m p{ 12}
[ ' '
Section A. 1. Deby Corn Section C. V1. Pestewrizing
MATERIAL * Section 0. 12. m"'"
TRATMENY  3c  \Rshing JARS 13.  Casing
4.  Sertimg TREATMENT
§. S0 Greding
6. Slonching

Section 8. 7. Filling
FILLING & 0. CExhowsting
CLOSING 9. Clesing

13) PROCESSLAG CORT SENSITINITY

Stoge | Stege 2 $toge )

ren V) 170 CHANSE (%) 1700 cwnt (D) ITON COANGE (%)
i i 2w i 2w 2208

LEADS TO CHANSE IN PROCESSING COST/UNIY (3)

Coqu ! pment 3.5 5.0
Emgincering snd SANE AS STAGL |
Coquipment 7.5 "W,y

() Chonges of éifferent lovels In d)fferent Iteme be coleu!
by addition of the apprepriste percontages "oV bo solevioted




1) PROPOSED ENTERPRISE: VITAMINKA
2) PROPOSED LOCATION: Sanje Luke
3) @) PRODUCT LINE: CANNED MUSHROOMS LINE

®)  VARIETIES: Whele and Chopped Mushrooms (Champignons )
¢) PACKAGING: Connad in Drine, 1/2 Kg. sach, carton outer coases
4) MODE OF PROJECT: Expansion of Product L ines
8) PLAMRED OUTRUT:
e Outpyt (Tems mett product/yeer)
1 00
2 780
) %0

6) AMAL SALES LSTIMATES:
(Assumed ex-factery price obtainedle at Decamber 72 Vugesiov price lewels)

e Asma]_Sales (W411.M0)
' 10.0
2 n.8
3 2.8

7) PROCESSING SEASON:
A1l yoor reund.

8) FACILITIES - EXISTING AND NWEN:

For 21! stages & stmple Vine will be set wp, based mainly on manua) eperetions.
Seme new oquipnent 18