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INTRODUCTION

This stidy was prepared by two Palestinian experts residing in the
occupied territories and one internationally recruited expert. The Palestinian
experts prepared the bulk of the study comprising the market and demand analysis.
the materials and inputs, the location and site and the technical chapter.
The inrernationally recruited expert prepared the financial analysis utilizing
the COMFAR software. Palestinian experts living in the heart of the problem
brought to bear their first hand knowledge and experience of the local

situation and raised issues peculiar to it.
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pation of a number of individuals in the occupied territories. For his help
in participating with the team, working out and supervising data collected
on raw material the authors are grateful to Mr. Abbudl Rahman Abu Arafeh.

The authors wish to acknowledge their debt to the backstopping officer of
UNIDO for his patience and guidance and to UNIDO fcr their financial assis-

tance in realising the study.

Madelaine Hamoyd of the Arab Thought Forum, Sami Aboudi, Taher Jaber,
and Khader Fahmi have borne the burden of sorting the data and typing this

study. The authors' deep appreciation is extended to them.

Thanks are extended to Jum'a Ramadan and Mohammed Abul Kheir of Gazan
Citrus Producers Union for their help in interviewing representatives of

citrus grading factories.

The authors are also grateful to mayor Rashad Shawwa,Hashem Ata Shawwa,
Ahmad Shurrab, and Ismael Ahmad Ali, to name but a few, for their assistance

in giving more insight to the whole issue under study.
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Chapter 1

EXECUTIVE SUMMARY

1.1 Project Background and History

1.

2

The project concept is to study the viability of establishing a
plant for the processing of citrus fruit in the occupied territories of
Palestine - The study will define all aspects pertinent to the planning
and execution of such a processing plant. These include the main problems
that are likely to be encountered in the process of establishing the plant.
The plant will produce concentrated and natural strength juices out of raw
fruits supplied from local farms. Most of the citrus fruit grown in the
West Bank and the Gaza Strip needs to be exported. The main export markets
have been the Arab countries and East Europe. However, exports to these
markets have fluctuated either due to political factors or tc competition
from other exporting countries. Moreover, the Gaza Strip produces large
quantities of low-grade citrus which fetch low prices in the export market.
Therefore, the establishment of a processing plant which will absorb the
low-grade products will enhance their export value and contribute to an
increased price for the higher trade. The main objective therefore is to
create a market for the abundant citrus production in the occupied terri-
tories and strengthen the industrial base of that region.

The project idea emerged in the early 80's, when the first jinitiative
was brought into light by Gazan citrus dealers and producers. A committee
has been set up to promot ethe idea of building a citrus processing plant
in the occupied territories. After having solved numerous problems of legal,
financial and also of political nature, a legal company has been established
and registered in 1985 with the initial capital of 50.000 Jordanian Dinars
and a collateral of 50.000 US$ Also in 1985 UNIDO was approached to assist

in the preparation of the pre-teasibility study.

Market and Plant Capacity

The Israeli authorities require that 80% of the output has to be
exported to neighbouring Arab countries or to other foreign markets, except
Western Europe. This condition has to be accepted by project promoters and

the market and cdemand study has been done accordingly.

Market Size

Domest ic demand for the processed citrus products is not large
enough to warrant the setting up of & plant. Domestic demand could reach
6 000 tons per year. Therefore, a sizeable quantity of the plant's products

should be exported. The envisaged volume of exports of processed cit-us




products is insignificant if comoared to the volume of world trade in those
products. The potential markets would be by order of impcrtance: the Arab
markets, the East European markets and perhaps the West European markets.
The success of marketing the products will depend mainly on the policies of
the Israeli authorities which so far have not been favourable, and to a
lesser extent the administrative restrictions imposed by the importing
countries.

Based on the market demand analysis a plant with a capacity of 25 tons per hour
proposec. This means tnat a seasonal supply of 25.000 tons of citrus fruits
are needed. This quantity represents only 17 percent of total Gazan citrus
production. It would be supplied mainly through grading and packing houses
from lower grades.

Types of final product should be confined, in the early stages of
implementation, to pure single strength and concentrated juices. Nectars,
however, are suggested to follow in the third year. Drinks - carbonated and
non-carbonated, - candied peel, or jams will be processed only after careful
and elaborate market reearch is under.-sen.

The pure concentrated citrus juice - or other processed fruits in the
future is suggested to constitute at least 80% of processed fruits. Pure
concentrated juices are considered as primary commodity in many export markets.
Further processing of concentrated juices into final products for direct
consumption is not necessarily desirable by importing countries; except for
some developing countries, including Arab states; and even in these states
competition would be very keen. In 1967, the E.E.C. common external tariff
escalated from 1.5% for raw materials/primary commodities/, and energy to
10.7% for semi-finished goods, and 11.7% for capital goods, and similar
escalations characterized the U.K. and the U.S. tariff structures... Non
tariff parriers toc/quotas, "voluntary' agreements to restrict exports
strict health regulations on food imports, etc/have apparently increased
considerable in the last ten years and appear to bear more heavily on
exports of developing countries.

It is advised that the proposed plant has a branch of a representation
in Amman-Jordan in order to cope with policies of access to the Arab markets.
A well informed Jordanian source declared that the government is about to
pass a law whereby all juice and drinks factories be prohibited from adding
artificial citrus flaveurs, and are obliged to add a certain proportion of
pure concentrated citrus juice in their blends. The same source added that
another law would alsoc be passed whereby a 5%, subsidy of total value of
exported agricultural products be granted for promoting agricultural exports.
These two notions may provide justificdtion to the previous suggestion. In

any case should these laws be eoffected, marketing pure concentrated citrus

juice to Jordanian factories would certainly have a tremendous and continucus
demand.




Marketing problems of the proposed product have directly in-
fluencad the plant capacity. There exists numerous uncontrolable
variables that influence marketing in both local and export markets.
Competition, level of economic activity, and consumers”~ changing
behavior are seemingly affecting marketing to a lesser extent than

the effect of governmental policies.

It seems important that the suggested plant be multi-purpose
plant for processing non-citrus fruits such as grapes, plums, and
tomatoes. These types were not included in this study. Should the
study prove the viability of processing citrus, then processing of
non-citrus would surely add to such viability; especially since in~
vestment costs would be at the minimum, surplus of raw material are available,

overhead costs would ~lso be nominal.

Market segmentation is advised in order to avoid '"occasional
marketing". It seems alsc important that provisions have to be taken
for product storages away from the plant site in order to overcome
sudden restrictions over exports from that location. Such provisions
may appear costly, but they have to be included to save the image

of the plant at export markets.

Local markets, under present conditions, will absorb less than
20 percent of the products. At the early stages, only Jerusalem, Je-
richo and Nablus are suggested as market targets. Exports will be
confined to Jordan and Eastern Europe for the firs* three years of
operation.

The production prcgram has been designed having all marketing
and also political constraints in mind. The following structure of

output is foreseen for full capacity /in percent/.

1. Concentrated juice 30%
of it:
- Shamuti orange 9%
- Valencia orange 59%
- grapefruit 22%

- lemsn 10%




1.3.

1.4.

2. Natural strength juice 53%
of it: .
- Shamuti orange 14%
- Valencia orange 65% .
- grapefruit 21%

3. Nectars 14%

4. Peels /and other organic wastage/ 3%

Materials and Inputs

Fresh citrus fruits constitute the main raw material for the
plant. There are four major types:
- oranges - two kinds: early oranges /Shamuti/ and late oranges

/Valencia/

- grapefruits
- lemons

No additional substances are needed as the objective is to
squeeze the fresh fruits and get 100% pure juice without any pre-
servatives or chemicals added. All fruits are in abundant supply
in the Gaza strip and in the West Bank, the annual crop exceeding
150.000 tons, with Valencia itself reaching often 100.000 tons.
The plant will use mainly low grades which normally face enormous
marketing problems and therefore are available at low prices.

Except for raw citrus fruits, some auxiliary materials will
be needed, in particular packaging. The juice will be packed in
cardboard packs and cartons of 280 co i
res metal cans. All packaging material will be supplied from local manu-

facturers.

Location and Site

Five alternatives have been ccnsidered as possible location
for the proposed plant site: Tulkarm, Jericho, Jerusalem-Beth- ‘
lehem zone, the Gara Strip, Gaza town. Among them Gaza towu has
been selected as being the most suitable loucation on the basis

of the following merits:
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- marketing problems of fresh citrus fruits are the most acute
in the Gaza region,

- Gazan citrus groves are nearly three times larger than those
in the West Bank,

- citrus production is more concentrated,

- Gazan citrus producers and dealers are better prepared to
invest in such a project,

- a company has been already established in Gaza,

- all necessary facilities /infrastructure, manpower, etc/ are

readily available in Gaza.

Within Gaza itself, the plant should preferably be located
in the "A" zone south-west of the city, where 470 hectars is
left within the municipal boundaries of the city for industrial
and housing purposes.

The total area needed for the plant will be approximately
1 hectar and the estimated cost of this land is ca. US$ 150.000.

Project Engineering

The technology suggested is a traditional one, involving
less sophisticated machinery and equipment, but insuring a uni-
form high quality and sound sanitary conditions. No decision
was reached, however, upon a specific type of equipment to be
selected. The general description of technical prccess in this
study is based upon offers obtained from British /APV/ and
Italian manufacturers. The equipment supplied by them meets
the"appropriate technologb;| requirement , is priced at reaso-
nable level and can be used also for other types of juices,
especially tomatoes and grapes.

Proposed plant capacity is 25 tons of fruits per hour, to
be operated mostly for one shift per day, six days a week and
24 weeks per season. The production process will consist of
four main sections:

— fruit delivery and handling,

~ Jjuice and oil extraction,
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- natural juice de-aeration and pasteurization, and filling

line,

- concentration and filling /for concentrated juice/.

The CiF price of the production equipment will be around
US$ 840.000. But the plant will need some auxiliary and ser-
vice equipment at the approximate cost of US$ 685.000. In
addition to that an initial stock of spares and tools should
be secured at cost of US$ 50.000.

Civil engineering works will be carried out by local con-

tracting companies zt estimated cost of ca. 1 million USS.

Manpower

The plant will employ 72 people altogether, of which 59
will be directly involved in the production process. Although
there should be no major’problem with the availability of un-
skilled and semi-skilled workers, there may be difficulties
to hire adequate personnel for managerial and administration
posts. There‘ore it is assumed that main technologist and
production engineer will be foreign expatriates, at least for
the first three years.

The total cost of manpower will be ca. US$ 485.000 annually, of
which US$330.000 will be the cost of direct manpower. The
average share of surcharges and fringe benefits in the total

wage bill will be around 40%.

Plant Organization and Overhead Costs

The organizational structure of the plant will rely on
three main departments - production department, sales and mar-
keting department, and administration and finance. The pro-
duction department will play the dominant role with 46 people
employed and headed by production engineer. Also directly re-
porting to the General Manager will be a technology develop-
ment section, including laboratory and headed by main techno-

logist.




The administration and factory overhead costs will be
. roughly US$ 260.000, including cost of indirect personnel,
rents, insurance fees, office supplies, communications, efflu-

. ent disposal and other items.

1.8. Implementation Schedule

The total initial investment cost of the plant will be
around US$ 3.9 million. This will be increased in the first
year of operation by additional US$ 0.6 million to cover ini-
tial working capital requirements. The implementation period
is scheduled to last 18 months, the investment erpenditures

being distributed over this period in the following way:

in US$ 000
First half year period 860
Second half year period 1520
Third half year period 1515

It is assumed that the construction can start effectively
on the 1St July, 1987 and can be completed on the 31St Decem-
ber, 1988. Thus, the first year of production would be 1989.

1.9. Financial Analysis

Total investment cost of the project is US$ 3.9 million,

with the following structure:

- land - 4.1%
- civil works - 25,3%
~ machinery - 51.6%
- incorporated fixed ass-is - 1.3%
. - pre-production expenses - 17.7%

The initial working capital requirements are US$ 590.000
and have to be covered at the beginning of the operation
period.
Total production cost will vary from US$ 4.5 mill. to US$ 6.1
million depending on the output level and timing. The dominant

. position is taken here by cost of raw materials /citrus fruits/




- 1.9 to 2.9 million US$ annually. Sales and distribution
costs will reach more than 1 million US$, other raw materials,
packaging, consummbles ca. 0.6 million US$, and manpower ca.
0.5 million US$. Sales revenues at full capacity will exceed

7 million US$, of which almost 80% coming from exports.

The following selling prices have been assumed for the

purpose of this study:

Concentrated juice Unit Price US$/ton
Shamuti orange 1500
Valencia orangse 1500
Grapefruit 1350
Lemon 1100

Natural juice

Shamuti orange 950
Valencia orange 900
Grapefruit 900
Orange nectar 450
Peels 15

These are prices obtained by the company and not the re-

tail prices.

Financial structure of the project is based on a large
proportion of equity funds, covering 75% of total investment
cost, with a loan from public sector contributing another 25%.
The equity, in turn is split between private sector /50%/ and
public sector /25%/ in order to keep the balance between the
public and private interests.

The loan will be charged with the 6% interest rate, and .
will have to be repaid over five years with one year grace
period.

The examination of financial liquidity of the project
proves its very sound position. A small deficit of funds

appears in the first year of operation, when the plant is run
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at 60% capacity utilization rate. In all other years the pro-

ject produces a substantial surplus of funds. Profitability
measures confirm solidly this observation. The IRR on equity is
22%, the IRR on investment is 20% and net present value of the
project at 10% discount rate is US$ 2.3 million and US$ 2.2 million
respectively.

The payback period of the project is about 4.5 years.

Conclusions and Recommendations

Although the overall appraisal of the project shows that it is
commercially viable, it has to be kept in mind that its profitability
is highly sensitive to the selling price. Specifically, the break-even
margin for the price is only 14-15%, which means that if the average
selling price decreases by more than that, the project would bring
losses.

Moreover, it has to be kept in mind, that the financial plan
is a mere proposal still to be negociated with the project's
promoters. At this stage it was simply not possible to fix all the
details of financing, defining exact contributions of particular
sources of funds and specifying the accurate cost of loan financing.
So it is important to remember that the present report is a pre-
feasibility sutdy which would require further investigation in
certain aspects. However, the results obtained in this study could be
a basis for a positive recommendation of the project and fully
justifies further efforts to bring the project idea successfully to

the implementation stage.




Chapter 2

PROJECT BACKGROUND AND HISTORY

In the process of preparing this study, several objectives were ‘ -
set out to be achieved. The study should clearly define in purely te-
chnical terms, all aspects pertinent to the planning and execution
of such a project. It should consider and cover main problems that
interested enterpreneurs might need to know, in order to be more aware
of, and mobilized towards solving the many problems that are exrected
to be encountered in the process of establishing the plant. It should
rely on information and other studies of relevance and adapt the fin-
dings to the objective realities of the occupied Palestinian territn-
ries. First hand data should be collected and analyzed:for this rea-
son the team prepared two questioni:aires; one for gathering data on
raw materials and the other on local markets. Personal interviews
were held with several institutions and individuals who were presu-
med as having direct relation to, or knowledge about the proposed
study. The data gathered were analyzed and the findings were the
primary guideline for this study. Pertinant official or acadzmic da-
ta were also studied and analyzed. Thus interested groups, it is
hoped, might find broad guidelines for future evaluation of the via-
bility of the proposed project. The team surely do not claim that this
study covers every aspect and problem , but hopefully this study may

help give moire insight to the idea under investigation.

2.1. Determinants cf Agricultural Development

The political environment, together with its legal forces
and procedures has a major impact over economic development in
general. The very fact that the occupied Palestinain territories
are being under a prolonged military occupation, and governed by
a foreign body that is reluctant in accelerating development s
mazes it necessary for the private Palestinian sector to fully
undertake and seriously consider incustrialization - in its

preliminary terms: processing and other extractive industries -
“




as a strategy for economic growth, in order to safeguard the Pa-
lestinian society”s own existence.

The social-cultural environment is changing, slowly perhaps

e but it may have tangible impact over consumption patterns. Such
an impact is felt on products available in markets. Consumption
changing needs and wants are being satisfied by Israeli manufac-
tured goods, or by foreign goods majorly imported through Isra-
eli agents. Thus Palestinian trade is losing to outside produ-
cers.

The major problem facing the Palestinian society in the
occupied territories is that most of the investment in agricul-
ture and allocations for increasing production were not met by
a similar increase in the value of production. Marketing poli-
cies and procedures imposed over both local and export markets
makes it almost impossible for producers to have fair returns.
Production inputs on the other hand, and for various agricultu-
ral crops, are being supplied by, or through Israeli industries
and agencies. Prices of inputs are increasing in most cases.

The military government tight control over the whole econo-
my of the occupied territories - including trade monitory regu-
lations different taxations, and limitations over utilizing
land and water resources - makes it difficult to allocate more.
investment in agriculture. Furthermore government allocations
to institutions relevant to agricultural development - i.e.
research, extension, marketing... etc. - have dropped down very
sharply. Even allocations for basic services and welfare acti-
vities - 1.e. transport, housing education, electricity ...
etc. - are also very limited.

A fourth major determinant might be the lack of organiza-
tion and coordination among the private sector to pursue and
exert legitimate pressure over the authority to facilitate agro -
based industries. Outside assistance and support in this respect
iz also unfelt.

What is missing then is surely not raw material, or tech-

nical skills to some extent, or even capital for investment.
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The financial capabilities of some classes in the occupied ter-
ritories - especially some Gazan main citrus producers and
traders ~ are presumed to be up to initiate industrial develop-
ment. fut private capital investment under uncertain conditions
is of course unlikely to occur unless some assurances of a
relatively smooth flow of products and margins of profit are
seen in the horizon.

Because of these complex determinants on agricultural de-
velopment in general and Gazan citrus production in particular,
the proposed plant might be viewed as an instrument for eleva-
ting prices of citrus fruits. Hence it is likely to prove pro-
fitable for citrus producers to at least continue to maintain
their orchards. But such determinants on the other hand, have
influenced, among other factors, the decision of plant capacity
to be limited to only 17-25 percent of total Gazan citrus pro-

duction.

Project Background

2.2.1. The Importance of Citrus for the Occupied Territories

Agriculture plays a major role in the occupied West Bank
and Gaza Strip°s economy. Agriculture contributes more than one
third to the national income in the West Bs-.» and Gaza.

In Gaza, citrus products are considered the wain agricultu-
ral product. 34 percent of all agricultural lands are used for
citrus. Income from citrus products reached 46 percent of the
total agricultural income. This is despite the fact that citrus
income does not exceed 40 million dollars a year in comparison
to twice that income up to 1978.

West Bank citrus production equals only 40 percent of what
is produced in Gaza. West Bank citrus contribution does not ex-
ceed 10 percent of the total agricultural prduction. Citrus
groves do not exceed 3 percent the total cultivated area.
Citrus production in the West Bank is important despite its

small ratio. Citrus is mainly located in Tulkarm and Qalqgilia,




where 17.000 dunums are planted with citrus. In the Jordan Val-

ley, 4.000 dunums, and in the Jenin area 2.700 dunums of citrus
are planted.

Judging from these figures we can conclude that the gene-
ral economic situation in Gaza can be greatly affected, positi-
vely or negatively, by the citrus season much more so than in
the West Bank.

Another reason why West Bank citrus has less marketing
problems is the variation in production. For example, 30 percent
of West Bank citrus crops are from varieties that are easily
marketed. These products are only slightly affected by compe-
tition because of their small quantities. Shamouti oranges and
lemons, which represent 40 percent of total citrus production,
have better marketing opportunity in comparison with Valencia

oranges and grapefruit.

2.2.2. Gaza as Preferred Location for the Factory

Based on available figures, it is clear that the location
where the problem of marketing exists is in Gaza Strip.

Citrus agriculture in Gaza Strip has fluctuated in quanti-
ty and quality over the period between 1967-1984. Planted areas
have decreased by 11 percent /9.000 dunums approximately/. But
there has been some positive development of production as a re-
sult of increased dependency on advanced production methods.
Since most citrus orchards were planted at the early sixties,
citrus crops, in 1966 did not exceed 45.000 tons. In 1967, it
reached 60.000 and in 1969 it was 108.000 tons, while in the
period between 1980/1981-1983/1984 there was an average of 163.000
tons. Yet, despite this rise we can see a steep drop in pro-
duction during the period from 1971-1984. So in the four years
between 1973/1974-1976/1977 a total of 213.000 tons was produced
yearly. But during the past four years, this level of production
has dropped reaching an average of 163.000 tons which is a drop

of 24 percent.




The various varieties, however, were not affected in the
same way. Shamouti orange groves held their area while the
areas planted with lemon increased at a yearly rate of 34 per-
cent. Areas planted with Valencia oranges dropped considerably.
So in one year /198171982/ the areas planted with Valencia de-
creased by 1.820 dunums. /1/.

In general we can estimate that an average of 500-600 du-
nums a year are converted from citrus production to other types
of agriculture. In other words 7 out of 1.000 dunums a year
will no longer be planted with citrus trees.

On the production sphere, varieties have fluctuated in di-
fferent ways. Shamouti oranges have kept their production quan-
tity at a minimum of 36.000 tons and a maximum of 50.000 tons.
Valencia oranges dropped from 120.000 tons to 90.000 tons. Grape-
fruit dropped from 35.000 to 10.000 for reasons having to do
with size of areas planted. Lemons, despite its small contribu-
tion, kept a steady production. /2/.

Gaza Strip is considered as having a cash citrus crop beca-
use of its large exports with branded citrus production reaching
a rate of 95 percent exportation. Farmers, therefore, depend, to
a large extent, on variables in the outside world which they have
no control over. Production needs, like irrigation equipment and
fertilizers, fuel, costs of packaging /which have beenr ising
sharply/, all these factors make prices fluctuate at an unsatis-
factery rate for farmers. Therefore, and as long as the profit
margin is solely dependent on export markets, profits will
fluctuate depending on these markets and other economic and po-
litical factors.

The war of 1967 was the major turning point for Gaza citrus
products. Up to that year, the Gaza Strip was connected directly
with the Egyptian authorities and administration. Economically,
the Egyptiang considered the Strip as a seperate economic unit
that is very much independent. Gazan farmers were able to take
advantage of economic relations between Egypt and other count-

ries. In particular, the Eastern European markets were opened.
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Gazans also took advantage of the special privelages provided
by the special status that was given to the Strip. Gazans had
a say in the size of exports and were allowed to use the Gaza
port for export.

After 1967, the situation changed dramatically. Economic
ties were broken and political constraints affect.ed the Gazan
economic scene. It took a while to return things to normal in
regard to exports to Eastern Europe. Later, the closure of Ga-
za“’s only port was another negative turning point. With this
closure, Gazan exports were completely dependent on the Israeli
authorities and their ports. On the other hand, Gazan exports

-which consisted of 100 percent citrus fruits and which were
not affected by price fluctuations became only part of a lar-
ger export market that included Israel and the West Bank, and
therefore Gazan citrus represented only 12 percent of this mar-
ket. The Gaza exports also faced competition from the products
that had better conditions; namely the support of the govern-
ment.

Even without the government support to Israeli products,
the mere presence of large competitive markets was exhaustive

for the Gaza citrus producers.

2.2.3. Israeli Citrus as a Competitive Product.

Since 1948 the Israeli citrus groves have grown from
125.000 dunums in 1948/1949 season to 430.000 in the 1974/1975
season. But after the climax in 1974/1975 Israeli citrus lands
regressed to 370.000 dunums at the present. In the 1948/1949
season the Israeli produced 273.000 tons and climaxed in 1981/
1982 with 1.8 million tons. Today the yearly average is around
1.5 million tons.

Along with the increase in area and in production, the Is-
raeli exports also increased. From 155.000 tons in 1948/1¢49
exports is about 750.000 tons. 1974/1975.

Israelis consume only 10 percent of their production which




is about 150.000 tons annually. 46 percent of the fresh fruits

are exported outside the cocuntry /750.000 tons/. The remaining
44 percent /680.000/ are processed where 95 percent of the pro-
cessed products are also exported.

Israeli citrus varieties are almost the same as Gaza“s.
Oranges are 55 percent of the production, 35 percent of which
is Shamouti and 20 percent Va.encia. Grapefruits reach 30 per-
cent, lemons S percent while tangarines and other varieties reach
a total of 10 percent.

During the past few years, the marketing possibilities for
Gaza citrus growers had been reduced. Western Europe and some of
the Eastern European markets have been closed to Gaza exports.
Iran which had taken nearly 40 percent of production from Gaza
in 1981 has also been closed. The difficulty in marketing due
to high competition in the Mediterranean area made the situa-
tion so bad that some growers did not bother to pick their pro-
ducts. The amounts left unpicked can be estimated at 3.000 tons.
On some occasions, farmers are forced to pick their products in
order not to damage the trees from rotten fruits. The picked
fruits are often distributed for free to charitable organizations
and refugee camps. In 1981, 4.000 tons were picked and distribu-
ted this way.

Generally, the exported quantities are those that are sent
to the seven packing factories throughout the Gaza Strip. These
packing plants work 5-7 months a year with an average capacity
of 20.000 tons for each plant. Despite the special conditions
arovided by these plants to properly grade and pack citrus pro-
ducts, such plants are often found in disarray because of the bad
economic situation. This disarray causes lack of contrcl over
grading and pricing of competing products. /3/. So, while the
prices for the Spanish, and Turkish citrus products averaged
US$ 500 in 1981, the Gazan products did not get half that price.
In 1982, with the drop in citrus prices to US$ 400, the Gaza

products again did not surpass half that price also. /4/.




Despite the high Israeli production, Israeli processing

plants have imported 9-18 thousand tons a year from Gaza. Nor-
mally the quantities exported to the Israeli plants are sent
after grading. But sometimes when the prices are very low,
Israeli factories buy the products directly from citrus produ-

cers.

2.2.4. Processing as Means to Enhance Marketing

In theory, it can be safely stated that there is no
problem in marketing fresh fruits in the neighbouring Arab sta-
tes, which import an annual average of 300.000 tons. But the
problem, as has been explained, is not the restrictions on mar-
ketable quantities but low prices. One of the problems is the
fact that it is difficult to control the gquantitiy of the expor-
ted products. Many citrus producers, who like to increase their
own sales, sell large quantities of lower grades which bring
down the prices of all fruits.

The establishment of a local plant will give an opportunity
for local marketing of the lower grades while at the same time
giving the upper grades a better opportunity to get fair prices.
The most important aspect, however, is the fact that the new
plant will allow the market to be much more stable as it will
guarantee the local marketing of a large quantity of fruits.

If it is agreed that there is a need for a processing
plant, then the Gaza Strip is the more feasible location, not
only because it reduces transportation costs, but because it
allows a first hand follow-up on the production and pricing.

The only option for establishing the plant in the West Bank is

if it were impossible to establish it in Gaza.

2.2.5. Political and Socio-Economic Factors Affecting the Esta-

blishment of the Proposed Plant

In an attempt to protect its own citrus production, and

in compliance with its own political drives to solely control,




utilize, and exploit resources - including water and labour re-
sources of tie occupied territories, tne Israeli occupying au-
thority, by different means and ways, is likely to be more re-
luctant in autherizing the establishment of the proposed plant.
But fcr drawing in foreign capital and enhancing trade with the
Arab world, cne may find some advocates, who are in power, for
the establishment of such a plant. By a glance at the history
of negotiations between Gaza enterpreneurs and the military go-
vernor of Gaza, one car detect the underlying policies set for
authorizing the implementation of this project. There was, at
first, a complete rejection of the whole idea; but later there
was a conditional agreement. The main conditions were: that at
least 80 percent of the plant”s products be exported to the Arab
world, and no exports to Western Eurone be permitted.

At present prevailing political and economic constraints,
and perhaps for the future tc come, the possibility of increasing
areas for agricultural production in general and citrus in par--
ticular, is very limited. The fact that Gaza water resources are
being drained, because of Aifferent natural and human factors,
including diversion of its main sources generating within Israeli
boundries, restricts such possibilities, in as long as no actions
are taken to control these factors. Hence, the proposed project
can only be viewed as z tool for overcoming marketing difficulties
of fresh fruits, and for maintaining present areas of citrus
groves. The ultimate goal of the proposed plant, therefore, is
seen as having direct relations to public interests.

The fact that citrus production is *the main business in
Gaza Strip implies that most domestic capital is geared - direc-
tly or indirectly - to help promote this section. The establish-
ment of the proposed plant, then would be welcomed by citrus pro-
ducers and dealers. Capital formation also implies some politi-
cal and social influerce. In the absence of a national government,
political influence is divided between those who hold tne capi-
tal and the majority who have not. Institutions, social or eco-
nomic, representing small holders and other masses are apt, and

certainly entitled, to play a role in protecting public interests.
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It is true that the average per capita incomes in Gaza Strip
. are considerably low. But it is also true that funds for the es-
tablishment of the proposed project could, to a certain extent,
be raised by few Gazan business men who generally are citrus
producers or dealers. It can be fairly stated that a substantial
proportion of citrus incomes are in the hands of individuals
whose income is much more above average. Whereas small citrus
holdings are in fact in the hands of the majority who may well
be characterized as poor, raising funds from these small producers
is questionable.

It seems also important tonote, in this respect, that the
establishment of the propos2d plant has to rely on local private
investment to a great extent, and on outside financial help.
But, for the above mentioned factors, the amount of private in-
vestment and the degree of its influence and control over the
project should be fitted in such a way that private interests
may not be sought at the expense of public interests.

Perhaps outside participation in funding the proposed pro-
ject might aid to establish the balance between public and pri-
vate interests and avoid future conflicts that may arise between
both sectors. It is possible for outside financial participation
to condition its help for fostering and stimulating local pri-
vate investment, and at the same time in requiring fair wages,
fair working conditions, fair quality for consumers, and parti-
cularly fair prices to citrus producers. One may be inclined,
therefore, to suggest equal distribution of shares between btoth
private and public sectors as reasonable means for establishing
the proposed plant for safeguarding all interests.

As will be elaborated in Chapter 3 present and perhaps
future conditions dictate that a sort of presence of the plant
should be maintained in Amman-Jordan for satisfying export poli-
- cies from the occupied territories to the Arab world. Such pre-

sence may take the form of a branch of the company or a joint
venture with Jordanian investcers. In either form, this fact has

to be considered as an important element that promotes effective
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marketing of the proposed plant®s products, and hence it will
contribute to the economic development of the project.

In so far as the world trade of processed citrusis concer-
ned, the proposed plant will produce only 1.7 per thousand of
international production. The plant”s impact over the Mediter-
ranean area will represent only 1 percent, and even at the Isra-
eli scene, the plant will only produce 3 percent as compared to

Israeli processed citrus.

History of the Project

Until 1980, citrus production in Gaza was not generally
facing any problem in marketing. But since 1981, marketing prob-
lems resulted in considerable price drop. This drop affected
the production and the general economics of citrus production.
Consequently, the idea of setting up a factory to take advantage
of low prices and help improve the economics of citrus growing,

was developed.

2.3.1. First Initiative

The first person to think of this idea and bring it into
light was a Gazan citrus dealer and producer Ahmad Shurrab. He get
up a committee to organize citrus production in Gaza and to es-
tablish a factory for citrus products. Another organization which
was involved in the same idea was the Charitable Organization
for Helping Gazans, which is headed by former Gaza Mayor and pro-
minent personality Rashad Shawwa. These two organizations carried
out one united effort which was to collect the needed funds to
establish this project. The idea of fund faising was based on
getting citrus growers invclved in supporting this project. Fund
raising was based on collecting 100 Jordanian fils for every box
of citrus fruits. Thc campaign resulted in raising 1 million do-
llars. Initiators of the idea also made contact with internatio-
nal machinery manufacturers the most prominent of which was the

Italian company Petouzi. This company was assigned the task of
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carrying out a feasibility study. But this study included mostly
information about the company’s machinery. The military governor
of Gaza sharply rejected the idez and ordered that the collected
funds be returned to its originators. The initiators, under pre-
ssure, agreed tc return the money. /1/.

Another effort was made. The idea was to establish a plant
in rn indirect way by buving an old Israeli factory /capacity
45 tons daily/. The idea was that this unfuctioning plant be
transferred to Gaza, repaired, improved and put to work. The
Israelis refused thisscheme until the department of agriculture
in Gaza, which was feeling the bad situation, recommended it.
The Israelis agreed after a number of conditions were put forth,
the most important of wvhich was that the machinery should not
oe rernewed and that the product not be marketed locally. The
initiators agreed, against their will, hoping that these condi-
tions might be relaxed later. An agreement was reached to buy
the plant fo: 150.000 US$ with 12.000 US$ to be paid in advance,
while the rest to be paid within six months. But after the pur-
chase, it was revealed that the plant was owned by an American
company named Marcos which had been leasing it to the Israelis.
The agreement clearly stipulated that ownership could not be
transferred. As a result of this case, the project was stopped
and the case was transferred to courts.

After these incidents and after further complications re-
garding the legality of Labour Laws, the initiators started or-
ganizing a legal company with the aim of establishing a factory.
All the necessary requirements for registering the company were
completed, but there were complications. The authorities esta-
blished who should be its members. So, for example, the authori-
ties creossed out the name of Rashad Shawwa. /5/. After a number
of attempts, it was finally possible for the company t> be re-
gistered after paying 22.000 dollars in registration fezs and
costs. The company today has a capital of 50.000 Jordanian Di-

nars provided by the following shareholders: Ahmad Shurrab,

/1/ - Interviews with the initiators
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Ghazi Shawwa, Ismael Ahmad Ali, and Ghazi Abu Khair. But the
registration of the company was conditional on a number of con-
ditions. The shareholders had to put up 50.000 dollars as a

collateral that these conditions be adhered to:

/1/ The plant will be established in the industrial complex pre-
pared by the Israeli authorities north of Gaza. The land is
leased out by the authorities on a price that will be deter-
mined later.

/2/ No maintenance to be done except with prior approval from
the authorities.

/3/ A guarantee of 50.000 dollars in the name of the board of
directors should be given in case any of the conditions are
violated.

/4/ 80 percent of the production to be experted to the Arab world
through the bridges.

/5/ A prior approval from the Jordanian authority must be rece-
ived before exprotation begins.

/6/ The military governor has the right to close the plant with-
out any reason.

/7/ The piant will be established in the name of the board of
trustees head, Mr. Ahamd Shurrab.

Upon hearing these conditions, shareholders refused to sign
the draft agreement. The representative of the company met with
the Israeli minister of agriculture at the time while the minis-
ter was visiting the Gaza Strip. The minsiter told the public
audience at that time that he was not comfortable to these condi-
tions. Later on the conditions were frozen.

At present, the situation can be summarized as follows:

/1/ A registered rompany with a legal license since 1985 exists.
/2/ The company has an office in Gaza.

/3/ There is an indirect approval to buy a used plant.

/4/ A number of bodies are trying to use the rplant for industria-

lization purposes.




They include:

/a/ The above mentioned company headed by Ahmad Shurrab.

/b/ The Gaza Citrus Producers Cooperative headed by Zuhair Rayyes.

/c/ The Union of Citrus Producers headed by Hashem Shawwa.
The authorities seem to have agreed to remove all the con-

ditions except the condition which stipulates that 80 percent of

the exports be done across the bridge to Arab countries. /6/.
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Chapter 3

MARKET AND PLANT CAPACITY

3.1. Basic Facts Regarding Agro—Based Industries.

3.1.1. The need for establishing agro-based industries in the
occupied Palestinian territories is undoubtedly becoming more
pressing. Althcugh the last two decades have witnessed rapid
adogtion of technologies for efficient and adequate utilization
of agricultural production, yet both marketing policies and tech-
niques have lacked behind, and failed to cope with the abundance
of agricultural production. Obviously, producers were facing con-
tinued losses. This has discouraged further saving and invest-
ment to meet culminating costs of input and, of course, frust-
rations and loss of interest in agriculture as a profession. Nc¢
cne can deny the interdependant relationship of production from
one side and marketing and processing from the other side. Eff-
ective marketing and processing will presumably foster higher
prices, increase volume of production, satisfy consumer needs,
and it may also encourage farmers to tighten up their ties with

land and natural resources.

3.2.1. It can be stated that the occupied Palestinian territo-

ries have a comparatively strong basis for agro-based indsutries.

Surplus in olive production, citrus, grapes, plums, and toma-
toes are an on going problem - especially during the last five
years - facing agricultural producers. If one is to select prio-
rities, surely processing citrus, grapes and tomatoes come 2t top
choice. There is no doubt that investment and export are consi-
dered as positive factors that enhance national income. It seems
justifiable, for those who are concerned with the Palestinian -
society under occupatic.l, to question reasons beyond the failure

to invest in such industries. Perhaps the uncertainties of the

situation prevailing in the occupied territories makes investors,

local or foreign, refrain from investing in such projects. It is
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a sad fact that the occupying authorities” policies, explicit

or implicit, are hindering any effort from even trying to invest
in processing agricultural products. Evidence for such policies
is not hard to be traced, since strategies of the occupying au-
thorities are directed toward deeperning dependency of agricul-
tural production on either export-oriented type of agriculture
to the Arab world, or continued discouragement of farmers in

order tn abandon their lznd and seek opportunities elsewhere.

3.1.3. One may speculate, however, that policies are subject to
change. Investment :n industrial projects - neither agricultu-
ral nor having connection with local resources - took place and
developed. It is important then that provisions have to be
undertaken for capturing any opportunity that may arise for in-
vesting in agro-based indurtries. The question, therefore, is
whether the scene is ready for processing industries; whether
skilled labour and managerial force with values, attitudes, and
know-how tailored to industrialization exists; whether markets
local or export, are available; and whe"her investment in pro-
cessing industries is viable.

It is towards these targets that th.s study is directec.
It was the task of tne team to put before those interested, and
concarned groups some basic information about the viability cf
a citrus juize processing plant. It is hcned that the study will
succeed in trying to broaden aspects of enquiry in a seemingly

ratner unique and uncertain situation.ar< location.

3.2. Policies Affecting the Proposed Project.

- 3.2.1. The Israeli Citrus Board.

In theory and in accordance with international laws, the

Israeli Citrus Becard should have no authority over the occupied
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territories. In practice, however, cne should speculate the
indirect effects of such a "Board" on the proposed plant in
both supplies and direction of output. The Israeli Citrus Board
holds the authority over Israeli citrus processing firms in
terms of quota’s of citrus fruit supplies. A certain percentage
of citrus fruits are being supplied by Gaza citrus. Citrus pro-
ducers, for their misfortune, have no influence over the "Board"
and may be affected by its decisions. Provisions, then, have

to be undertaken by management of the proposed plant for overco-
ming any expected intervention by the '"Board", especially for
prices of citrus fruits. The "Board’s" prices may be considered

as opportunity costs for citrus producers.

3.2.2. Foreign Trade and Exchange Policies.

One of the most importart aspects of these policies is
at ordering imports of machinery and equipment. Banks ask for
cash margin which amounts to 30 percent of cost price of impor-
ted goods. This amount is deposited in Israeli shekel /IS/ ac-
count. Interest rate varies from day to day, but presumably will
not be less than 48 percent. This accourit remains in IS till
the receipt of documents, and. later the bank purchases the fo-
reign currency to be transferred. The Bank charges from 1 - 1.5
percent on opening of Letter of Credit /L.C./, plus half percent
for purchases of foreign currency, plus costs of telexes.

If cash against documents /C.A.D./ will be asked by the ex-—
porter, there will be no need to open L.C., hut the importer
should mention the name of his banker so as, when goods are being
shipped, documents required to release goods from the bank will
be mailed through banks for checking all documents, and documents
will not be handed to the importer unless total value is paid by
the importer. If shipment is F.0,B. or C and F insurance policy

is needed which amounts tc 2-5 percent of cost of total goods.
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3.2.3. Taxes.

Equipment for industry do not have to deposit 10 percent
of total costs, but the importer has to pay upon clearing the
goods 2,5 percent tax, 2 percent Galil tax and 15 percent Value
Added Tax.

3.2.4. Tarrif Policies and Subsidies.

The management of the proposed project is encouraged to
seek legal advice in this matter. Wedding imports of equipment
with taxation is a procedure being practiced by Israeli firms.

Exports of products elso are suposed to be tax exempted.

3.2.5. Military Orders.

A full appreciation, on the part of management should be
undertaken, of how difficult is the task for keeping a smooth
running of the proposed project. If, for any reason, military
orders were issued that hinder the full utilization of the pro-
ject, actions have to be taken for overcoming such difficulties.
Examples: work permits and visas for foreign technicians. Quota

o water, electricity supply, export of products... etc.

Local Demand and Market Potential.

3.3.1. Several steps were undertaken for determination of local
demand and market size concerning the proposed product. It seemed
necessary, in this connection, to review available and pertinant
literature and formal statistical data. It was also important to
assess ideas, views, and judgement of wholesalers dealing with
similar products.

It is evident that domestic products of Gaza and the West

Bank are facing a form of competition which is in favour of

Israeli products. The unfair competition is not only backed by




a long and well established technical know-how, but also by

implicit or explcit policies imposed over trade within markets
of the occupied territories. The only hope for a new product,
under such moncpolistic competition, is that it should have

some novelty and special characteristics from one side, and that
it should be backed by a well designed promotional program from
the other side. Needless to mention that the new product should
meet and satisfy consumers needs, and be affordable.

In so far as processed citrus products are concerned, one
can locate a huge variety of such products in local markets of
the occupied territories. Almost all soft drinks available are
imported either from Israeli processing plants, or from foreign
countries, generally through Israeli importers. The only excep-
tion is for the two carbonated drinks plants in Gaza - Seven Up,
and Star, and the newly established plant - Royal Crown Cola, in
Ramallah town, West Bank. But the predominant market share is
for Israeli products. Eight Israeli citrus processing plants, and
a few more intermediate blending and bottling companies provide
markets with brands, varieties, and sizes that cover the shelves
of almost every retail store. Main products are citrus concen-
trated syrups. drinks with various strengths, and nectars. Pure,
natural strength juices are of lesser scale. Other products like
marmalades, candied citrus fruits, and pastries stuffed with
citrus puree are also available. Closely connected with citrus
juices and drinks, and perhaps most competitive of citrus beve-
rages, are the carbonated drinks. Markets of the occupied ter-
ritories are abundant with famous international brands like
Coca-Cola, Schweppes, 7-Up, Sprite and Royal Crown Cola /R.C./,
to name but a few. Still the market is also filled with local
and Israeli bottling companies such as Tempo, Tropi, Star,
Happy, Crystal and the like. Needless to mention the directly
imported carbonated or non-carbonated soft drinks especially
from Western Europe. It is far from easy to ascertain each
brand”’s market share, nor each probable competitive effect upon
the proposed product. But, one may realize, in a situation

where almost total monopoly of markets is under direct control




of the occupying authority, the difficulties that prospect Pa-
lestinian industrialists would face in marketing their products

in their own markets.

3.3.2. A fact which must be recognized is that the elongated
period of Israeli occupation has directly affectzd consumption
patterns of most Palestinians. The traditional mainly agricul-
tural society, with its norms and values, is now shifting to-
wards wage-earner consumer type of society. Villages are about
to become places for dwelling rather than productive units of
society. Labour forces engaged in agriculture have significantly
decreased, and were absorbed /in early stages of occupation/ and
explited as wage-earners -~ comparatively low wages, in non or
semi-skilled jobs - in Israeli construction firms and other agen-
cies. At that stage, a conspicuous rise in per capita income

had been achieved, and consequently, the elasticity of demand

for food stuffs had tremendously increased. Perhaps it is rather

more surprising to indicate that though wage-earners have been
affected, in recent years, by the dramatic inflation and sudden
decrease of wages, yet the rate of consumption, especially for
beverages, has not been affected. This suggests that a static
consumption pattern has been established within the Palestinian
society. This fact suggests that income elasticity of demand for
foods and beverages is relatively high in the occupied territo-
ries; and demand for foods and beverages will continue to expand
at the expense of other commodities if per capita income increa-
ses. Data concerning expenditure /1/ revealed that 46.3 percent
of total expenditure in the West Bank was allocated for food
stuffs in 1978, while it was 57.5 percent in Gaza. Mellor /2/
has suggested that '"Typically in a low-income country, the in-
come elasticity of demand is about 0.8 or perhaps somewhat
higher ... The proportion of total expenditure allocated to food
is also high. In a typical low~income country, on the order of
two thirds of consumer income is spent on food... a low level

of intake and a general lack of importance attributed to specific

foods may be reflected in a small base of consumption but will




not necessarily be reflected in low income elasticities. A stri-
king example could be sighted from the West Bank, where a newly
established factory, /commenced in 1985/ for carbonated drinks
under the license of Royal Crown Cola Co. International U.S.A.
has astonishingly not only penetrated the almost saturated mar-
ket of the West Bank, but also competed with the internationally

famed brands of Coca Cola and Schweppes.

3.3.3. Available official data /3/ fail to ascertain each brand’s
market share. Data indicate, however, that West Bankers have
spent more on beverages than on five other food stuffs, namely:
hot drinks, alcohols, milk and milk products, eggs , and pas-
tries. Furthermore, Appendix 1 shows clearly such a trend, but
adds that yearly expenditure on beverages has increased for the
four successive years of 1979/0ctober 1982.

It can fairly be concluded, then, that West Bank consumers
of beverages are increasing in number as well as in amounts of
beverages consumed per person.

It is noteworthy to indicate that there was no effect upon
expenditure on beverages as a result of inflation, Israeli cur-
rency devaluation, or the seemingly obvious decrease of per capi-
ta income. Though inflation during 1979-1982 had scored 380 per-
cent, 190 percent, and 200 percent respectively, beverage rate
of consumption by West Bankers had risen to almost 200 folds
during the same period, 1979-October 1982,

With these formal data in hand one can generally state that
there is a basis for concluding that it is possible to absorb
part of the proposed product in local markets of the occupied
territories.

But such a general statement, though may have a sound basis, -
cannot serve, by itself, the main objectives of this study. It
seems relevant that, in order to speculate more adquate market
potential, one would have to resort to collecting first hand
data in spite of the greater costs and longer delay. Direct con-
tact with processing firms may not be an appropriate procedure,

for more than psychological reasons. It was decided to interview
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the presumably more knowledgeable sources of beverage consump-
tion rates in tiie occupied territories, namely beverage dealers

and wholesalers.

3.3.4. The demographlc factors are presumed to influence higher
demand on food stuffs in general. /a/ Natural population growth,
though have been adversely affected by immigration, is expected
to grow in the following years to its normal average /2.5 per-
cent/. /b/ Palestinians of the Gulf States, Jordan and Saudi
Arabia do pay yearly visits to their homeland, especially du-
ring summer. Estimates of Palestinian visitors to the occupied
territories in 1983 reached 13.000./A relatively low figure if
compared with other years/. It is assumed that such visitors
would play a dual role for the proposed product. First, they are
considered as prospective heavy consumers during their stay in
the occupied territories, and back at their respective residence.
Second, they can be considered as promoters of the product at
their respective residential countries. /c/ The occupied Pales-
tinian territories have the unique historical and religious op-
portunity that attracts pilgrims and tourists from all over

the world. In 1983, the number of tourists who arrived to Israel
reached more than one million. Jerusalem, is not optional in
most tourists” agenda. Average person-night per tourist reached
2.1 in the same previous year. /4/ Arab Jerusalem hotels do have
a share of hosting tourists. Tourists are presumed to be pros-

pective consumers of the proposed product.

3.3.5. Wholesalers Interviewed

It has already been noted that Palestinians of the occupied
territories are shifting towards a consuming society. Their be-
havioral attitudes toward consumption are changing continuously
as they are being daily exposed to a huge variety of products,
and to all sorts of publicity and advertisement that encourages
consumption. It is far from easy to assess their motives that

lead them to consume a certain product, and to predict their
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preference. No research concerning such motivation has been con-
cluded, at least not to the knowledge of the team who prepared this
study. It seems important, for the purpose of this study, to

enter the realm of the unknown. There is a need to know the present
and perhaps predict future size of the local market concerning
processed citrus products. To estimate current market size, one

has to identify available products sold in the market through
wholesalers. Equally important is the future growth of the product,
one has also to look at the factors and trends that influence the
juice market and make forcasts of future growth. Such knowledge

may help in shaping the network of probable distribution and as-
signment of wholesalers. Prevailing prices of citrus products are
also important to ascertain for projecting prices of the new pro-
duct. Wholesalers then are perceived as being tne most relevant
source of information. Their knowledge, experience, and percep-

tion of processed citrus products should be ascertained.

3.3.6. An almost complete list of wholesalers dealing with proces-
sed citrus products was prepared. Twenty seven wholesalers were
contacted and interviewed, four of whom were from Gaza. The main
problematic areas that were of major concern for the purpose of

this study, would be summarized as follows:

/a/ Market size of citrus drinks, concentrates, and nectars; seg-
mented by different localities. Estimate of the percentage of
users vs. non-users.

/b/ Prices of different brands.

/c/ Sizes of packaging.

/d/ Prevailing commission rates and other incentives on sales.

/e/ Perceptions and expectations of the proposed product for pos-

sible market penetration.

Other seemingly pertinent data where wholesalers” knowledge, opi-
nions, and motives concerning:

/a/ The concept of pure natural strength juice as opposed to drinks

nectars, and syrups.
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/b/ The benefits of pure citrus juice, and if such a juice meets a
need for families, and types of those families.
/c/ Preferences of consumers between carboanted or non-carbonated

drinks.

3.3.7. Analysis of Data

3.3.7.1. Size of demand: The size of demand, as derived from data
on local consumption - Appendix 3, is different from one loca-
lity to another. This difference is due to such factors as popu-
lation density, weather conditions, availability of citrus

fruits, habitual factors, as well as cultural factors. Nearly

five thousand tons of differen* blends of citrus products were
found to be consumed by Palestinians and others in the occupied
territories. Consumers spend nearly two million two hundered thou-
sand dollars, with an average price of US$ 0.65 per litre.

Citrus concerntrated syrups consumed in the occupied terri-
tories reached abcut five hundred thousand litres, whith an ave-
rage price of US$ 0.9 per litre.

With the exception of the relatively more urbanized, central
region, it can be stated that the majority /74.4 percent/ of Pa-
lestinains are relatively low consumers of citrus beverages. It
seems that consumption of citrus beverages is mostly confined to
tourists, passing-by inhabitants, labourers commuting to their
jobs, and individual younger generations. It can be fairly stated
that citrus beverage is not a habitual every-day family food
/Appendix 1/.

Natural strength, high quality juices or pure citrus concen-
trated juices are seemingly not available, except for relatively
very small scale, in certain localities like Jerusalem. Out of
the total quantities consumed /4779.600 litres/, concentrated
citrus syrups represented only 10.3 percent. This fact may also

be considered as an indication that the product has not yet en-

tered habitual family use.
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3.3.7.2. Stratification of Consumption by Localties.

The difference in consumption of various locations in-
volves not only quantities and qualities, but also involves sizes
of filling. Hebronites were characterized as consuming very small
size, low guality drinks, mostly presumed for children consumption
/36 percent/. The rest of citrus drinks were filled in one litre
or less /62 percent/. This indicates that consumption is indivi-
dual rather than being for family use.

Both internal and external tourism, together with the warm
winter and very hot summer, distinguished Jericho’s consumption
from all other towns. Jericho’s special location close to border
bridges may also play a major role as a '"reserve" storage for
exported products.

The relatively low consumption rates of Gaza, Tulkarm and
Jenin may be justified in terms that such localities are main
producers of citrus fruits. Fresh fruits are available for almost
six months a year, with relatively moderate price.

The fact that per capita income is low in Gaza, especially
among the masses of Palestinian refugees who constitute the majo-
rity of population, makes this region the last consumer of citrus
beverages.

Consumption of citrus nectars may be considered as an indi-~
cator for high-income classes and for the only available three
litre size of nectar packaging it may also have some relevance
with family consumption. Nablus citizens consumed nearly 21 per-
cent of total nectars in the West Bank. Ramallah and Behlehem
citizens together consumed almost 17 percent of total nectars.

In so far as size of packaging is concerned, citizens of
these three towns also prefer consumption of citrus beverages
in larger packaging, and they consume greater quantities of con-
centrated syrups. It may be cautiously stated that such locali-

ties are tending towards family consumption of citrus beverages.

One may be more inclined to stress this as a fact for Nablus




without fearing errors, since nearly 43 percent of citrus beve-
rage are being filled in larger packaging 1 litre and above, see
Appendix 1, excluding concentrated syrups. Jerusalem has its
own uniqueness. The most holy places for the three religions
being located at Arab Jerusalem, keep hotels, restaurants and
coffee shops busy for nearly most of the year in hosting tou-
rists. As a central city, Jerusalem is "a stop over" for labou-
rers commuting to their jobs. Because it is adjacent to Israeli
Jerusalem, Arab Jerusalemites may have established changing
attitudes towards food consumption. Family citrus beverage con-
sumption, perhaps, is now being considered as a new food trend.
It is in Jerusalem where S56% of total concentrated syrups were
consumed. Citrus nectar consumption was about 62.5 percent of

total nectar distributed in the West Bank.

3.3.7.3. Wholesalers Perception of the Proposed Product.

Most of wholesalers indicated their readiness to promote
and market the proposed product /85 percent/, and stated no
major difficulties to be faced, provided that quality be standar-
dized and packaging be attractive.

Only about 30 percent of wholesalers indicated that prices
should be competitive to those available in the market. The rest
showed readiness to market the proposed product for relatively
higher prices. This was a very significant remark and one would
be careful in accepting it. In questioning about justification

for such readiness, the following remarks were quoted:

" It is a national product, we have a duty to encourage it'". This
remark reveals emotional involvement which may help in promotion,

but not in pricing.

"The market is full with /coloured sweetened water/, not pure

juices. Consumers should pay for quality".

"Competitive prices depend on similar degrees of concentration.

There are different prices for different brands."”




Thesé remarks indicated an objective and knowledgeable jud-

gement by wholesalers, and expressed expertise on their part.

"I distribute only to high-class retail stores whose customers

ask for quality, not for price."

This remark reveals the image of special stores, as well as
defines a segment of the population who accept higher prices.
Almost all wholesalers indicated that the size of the market has
increased considerably for the last three years. But showed bit-
terness of less profits they gain nowadays in spite of their in-
creased distribution.

They blamed the economic policies imposed, especially for
the continued devaluation of local currency.

The majority of wholesalers indicated that the prime compe-
titor of the proposed product would be the carbonated drinks.
They estimated the market share of carbonated drinks to be not
less than 60 percent. But only few of them were inclined to ac-
cept competition of carbonated drinks as being less effective
than competition of similar non-carbonated drinks.

Wholesalers see carbonated drinks as keeping away probable
customers, of citrus beverages. While in the case of other similar
non-carbcnated drinks the problem of competition is more éasy,
the choice of the consumer counts. Shifting to a new product is
more probable as long as the consumer is convinced that he is
getting a better quality.

Commission rates, as expressed by wholesalers, differed
slightly from one wholesaler to another /3-€& percent/ depending
on services offered by them. Little promotional efforts are ren-
dered by them since they usually carry already advertised mer-
chandise.

Part of wholesalers /nearly 30 percent/, however, are store-
keepers. They buy goods directly from manufacturing firms or
through firms” representatives and sell goods to retail stores,

hotels, restaurants, and coffee shops. Some of them do retail
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business in a very small scale. They do not deliver goods, and
sell products for cash. They hold fixed wholesaie pricing and
get products for a special discount, usually 6 percent as men-
tioned by the majority of them.

This type of wholesalers is involved in promotion and some-
times even in providing credit facilities /not more than a
month/. It is note worthy to indicate that such wholesalers ex-
pressed that some provisions be met by the manufacturing firm,
such as: on-time delivery, ability to meet emergency needs, and

commitment to carry back defected products.

3.4. Export Markets

3,4.1. A notion that has to be clear at the outset cof this discu-

ssion iz that the volume of expected products for export is hard-

ly to be affecting world trade of citrus juices: but it surel /ill

be directly arfected by world trade. It can be fairly stated that
the total output of the proposed product, as long as it is rela-
ted to Gazan citrus fruit production, can easily be consumed by
one international marketing dealer ..

Knowledge of the internationalwolume of trade with citrus
juice concentrates, and of prevailing prices, and future price
expectations indicate that Brazil, being one of the larges expor-
ters of citrus juice concentrates, is predominantly controlling
internaticnal prices. Some recent information reveals that Brazil
is expected to increase its production for next year - 1985/1986
- and prices are expected to decrease by nearly 22 percent /from
JS$ 1800 per ton of concentrated orange juice in 1984/1985 to US$
1400 per ton for next season. /5/. In so far as this information
is correct, one has to take it into consideration. An even more
reliable source indicated that trends in demand for orange juice
concentrate declined at an estimated 7 percent in 1982/1983.

This was attributed to European import demand for Brazilian
C.0.J. '"Because of the appreciation of the US dollar, European

processors manufactured an increasing amount of citrus nectars
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less concentrate per unit as pure juice. International prices
for citrus products tended downward in 1982/1983. The export
quota system introduced for 1982/83 by Brazil, which accounts
for about 70 percent of world trade, allowed prices of F.C.0.J.
to be maintained at around US$ 1200 per ton". /6/.

It is obvious that penetration of international markets will be
a very difficult process, though the volume of the proposed
product is somewhat negligeble in comparison with the volume of
the international trade, and though the pricing of the proposed
product might be competitive because of the comparatively less
production costs involved. One should not neglect the fact that
international producers are well established in the market and
have undergone a long way in the technological development of
products that suit and satisfy consumers” needs. Needless to
mention that international trade is subject to inter-governmental

mutual agreements.

3.4.2. Three alternative regions, however, are suggested as be-
ing probable export markets for the proposed product. Each region
will be analyzed separately, though the three are considered non-

producers of citius fruits.

3.4.2.1. Western European Markets: In theory, this region is
supposed to be ideal as an alternative market. /As was suggested
to the team by a visiting British marketing dealer: 'all products
of the proposed factory - including peels - can be marketed there
for a long period of time, provided that the product meets cer-~
tain specifications/. But practically, export to Western Europe
was explicitly excluded by the Israeli military governor of Gaza,
as mentioned by various interested dignitaries of Gaza. Marketing:
to Western Europe may be considered only after certain measures
be undertaken. First, and formost that the military government
permits such export. Second, a contract be issued with one or

more marketing dealers of firms. Third, compliance with interna-

tional quality standards and other specifications. Fourth, a com-
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petitive price that allows for marginal profit. Israel exports
to the European markets both fresh and processed citrus fruits.
Its export of processed citrus reaches 90 percent of citrus di-
rected for processing. /7/. Though the proposed factory will
constitute only 3 percent of Israel’s volume, yet Israeli poli-
cies are not expected to allow this volume, no matter hpw small,
to compete with its products abroad.

There is still another factor to be considered. Western
Europe, trough being a producer of citrus fruits, yet it im-
ports citrus fruits and concentrated citrus juice and re-exports
juices of different blends for direct consumption to developing
countries including Arab states. It is important to note that
should export to Europe be decided and permitted, only concen-
trated citrus juice is ccnsidered. Juice for direct consumption,
no matter how high and appealing the quality may be, cannot com-
pete with European procducts. Lawson /8/ clarified this by sta-
ting : "Although Common Market tariffs are being lowered, they
clearly give preference to goods produced internally... there
will be a conspiqious competitive advantage to E.E.C. producers”.

Western European markets may be considered for future de-~
velopment of the proposed project. Changing policies imposed
over Palestinians in both Gaza and the West Bank, perhaps, may

be encouraged by the E.E.C.

3.4.2.2. Eastern Europe:

Eastern Europe is a traditional market for Gazan citrus
fruits. As long as it is not au Israeli market, no export permit
problems or competition problems are expected to arise. Export
of concentrated citrus juices should be viewed as a reduction of
volume of trade, hence cutting down shipment costs. It is pre-
sumed that a portion of citrus fruits exported to Eastern Europe
is directed for processing. Should this be the case, it is of mu-
tual benefit to substitute quantities of citrus fruit directed
to processing for corresponding amounts of concentrated juices.

Such a procedure needs to be negotiated with East European au-

thorities.
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Another probler in trade with Eastern Europe arises from
their policy of tarter trade. Such a policy is not in prefe-
rence with Gazan traders. Goods impcited for those exported
are subject to Israeli measures of tariff. Maybe this issue
has to be anal;sed in purely commercial terms. Identification
of barter commodities that has an ample local demand and bears
less tariff is not enough and has to be valued in terms of its
effect over prices of the same local commodity. A striking exa-
mple can be sighted from the 1983 barter trade. Sheep were im-
ported to Gaza for the export of citrus fruit. Israeli autho-
rities have not only charged taxes, but also ordered the slau-
ghter of these sheep in Gaza. This procedure had adversely af-
fected both prices cf local sheep in all the occupied territo-
ries, and the value of citrus exported to Eastern Europe.

Eastern European markets, however, should be considered as

an option for exporting the proposed product.

3.4.2.3. The Arab World - Political Implications

Export to some Arab states appears to be the most pro-
missing and least complicated. It may also be viewed as legiti-
mate and perhaps the only outlet, as previous analysis has
shown. Israeli policy makers explicitly encourage export to the
Arab World. Benefits /harvested/ are not only economical, but
political implications also seem to be one of the main motives
behind encouraging export to Arab states. It is because of these
implications, perhaps, that Arab League embaragoed imports from
the occupied territories soon after the 1967 war. The assumption
that it would be easy to penetrate Arab markets is then mis-
leading. The occupied Palestinian territories cannot be treated
as sovereign Arab states., The Arab League’s decision allowing
the flow of 50 percent of West Bank products through Jordan to
Arab states was based on the grounds that Jordan has held le-
gal sovereignty over the West Bank prior to the 1967 war. A
Jordanian certificate of origin is the only assurance for West

Bank products to be permitted for Arab markets. Unfortunately,
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this decision does not apply to the Gaza Strip, since Jordan
held no sovereignty over Gaza before 1967. Jordan, being more
apprehensive of the suffering of Gazan citrus producers, had
complied to their pleas and a Hashemite Royal decree issuing a
Jordanian certificate of origin for Gazan citrus had been pass-
ed in the seventies. It is because of this decree (Cazan citrus
fruits are allowed to penetrate Arab markets.

It seems that arduous negotiations and pleas have to be
launched again from the part of project sponsors before being
so optimistic for exporting the proposed product to Arab mar-
kets. Perhaps it is advisable also to take this fact into con-
sideration in the process of selecting the location and site of
the proposed plant.

There are still nore examples of relevance. Israeli autho-
rities made it clear that issuing a license for establishing
the proposed plant is conditioned by exporting 80 percent of
its products to Arab States, thus leaving local markets of the
occupied territories to be almost solely "manipulated" by simi-
lar Israeli products.

But such a condition means that sponsors of the project
have either to exert more legal pressure - if possible - over
such a condition, or to convince the Jordanian government to
bypass the Arab Leaguc’s decision of exporting only S0 percent
of products, if, in the first place, negotiations were succes-
sful.

It is important to realize that export marketing procedures
and regulations, enforced on the armistice borders on the Jor-
dan river, will play a major role in production programme. Spon-
sors of the proposed project have to reach separate agreements
with both the Jordanian and Israeli authorities, regarding
transportation facilities and procedures. Such agreements will
determine the kind of product and size of packaging. Sponsors
of the project may also have to consider the possibility of es-
tablishing a branch of the plant in Amman for blending and re-
filling of juices, nectars, or drinks for direct consumption

rather than to undertake this process at the plant.
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3.4.2.4. The Arab World - Market Demand and Trends

There is no doubt that the buying power in some Arab
states like Saudi Arabia and the Gulf States is of tremendous
magnitude. It can be fairly stated that demand for food in ge-
neral and beverages in particular, will continue to rise for
years to come. Per capita income in these states "rank at or
near the top of a world scale, with a combined weighted ave-
rage of about US$ 6.000 per capita ... they still lack even the
rudimentary elements of a modern economy as reflected in a
broad industrial base ...". /9/.

In so far as growth rate is concerned, /Appendix 1/ these
countries rank also at high level, with an estimated total po-
pulation of nearly 15 million in 1986.

These Arab countries are citrus non-producers. Hot wheather
conditions prevail for almost most of the year. Such conditions
encourage consumption of beverages. Statistical data concerning
value of imported beverages reveal that demand for beverages
has tremendously increased for six successive years, /1975 -
1980/ /10/ /Appendix 3/. Saudi Arabia’s expenditure on impor-
ted beverages has exceptionally increased by nearly four hun-
dred folds during the period of 1975 - 1980. In U.A.E. and
Qatar the increase for the same period was a little more than
forty folds.

The preceding discussion has suggested that demand for be-
verages in such Arab States is promissing for a considerable
time to come. But, assuming that the proposed product would
easily penetrate such markets is with no doubt oversimplify-
ing the whole issue. Apparently, the proposed product is expec-
ted to face severe competition from other similar products
that are well established in the same markets. Markets, so pro-
missing as o0il producing Arab Ltates, had long ago been a
target for producers from all over the world, the Western Ham-
isphere as well as the Far East.

The problem in Arab markets, then, is not that of demand
but it is rather the severe competition from other well es-

tablished international producers of beverages; most of whom
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are producing at economy scale, and who master the technical

know-how together with marketing and promotion expertise.

Perhaps it is advisable, at least for the initial period
of the proposed project, to hire and utilize the expertise of
a foreign selling agency for distribution and promotion of the
proposed product in some Arab countries. Depending on goodwill,
kinship relations, and other emotional or nationalistic fac-
tors for promotion is far from being adequate. There are some
observational remarks which indicate that behavioral inclina-
tions, and market motivation of Arab consumers, in general,
tend to be in favour of "foreign' brands of commodities.

Resorting to the respective governments for assistance by is-
suing high tariffs on foreign imports or similar other proce-
dures is also naive and inappropriate. Most of oil producing
countries hold no restrictive policies over imports, including
tariffs. On the other hand, assistance of respective govern-
ments may be sought for lauching programs to promote the propo-
sed production on nutritional grounds.-It is here, perhaps,
where stress on nationalistic and regional cooperation factors
may prove appropriate.

In so far as prices are concerned, comparatively low
prices per unit is, perhaps, not enough by itself for market
penetration in Arab states. After all consumers do expect lower
prices for an "Arab" product. Price elasticity of demand, then
may only be effective after the new product would have esta-
blished itself in the market, and consumers were habitually
accustomed to it. Then, a study of price elasticity of demand
may be of relevance to consider a raise in the price of the
product.

Establishing connections with wholesale marketing dealers
motivated by considerable commissions and other incentives may
prove to be fruitful measures for market penetration and promo-
tion. Recruiting Palestinians in respective Arab countries for
the cause of promoting the product is perhaps a third relevant

procedure of consideration.
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One of the important factors which may have an effect on
types of juices to be produced for export to Arab countries is
the expected development plans of these countries. Food pro-
cessing, including citrus juices and other beverages, is ex-
pected to be considered. As a matter of fact such industry has
already been established in some Arab countries, Regional co-
operation for pooling such industries or attracting Arab in-
vestment 1s hampered by the fact of Israeli occupation among
other obstacles. It might be of relevance, therefore to consider
export of concentrated citrus juice to such plants. Since pri-
ces of concentrates are governed by world price, it is expec-
ted that the proposed project may fairly compete with other
similar products on the basis that transport and production

costs are presumably less.

Demand and Market Size - Conclusions

To recapitulate the whole issue of market demand, it can

be fairly stated that:

3.5.1. The proposed project, being the first of its kind in
the occupied territories, would surely help absorb some of the
flooded market of fresh citrus fruits, and would be regarded as
a positive factor in improving prices of fresh fruits. It
may also alleviate the pressing problem of unemployment; and

its product may serve and satisfy consumers” needs.

3.5.2. By reviewing wholesaler§ perceptions and attitudes,
and available formal data, on local market size, it can be con-
cluded that there is a possibility for absorbing and consuming
a new product. But the size of market share would not be enough
to provide for a feasible plant capacity of any processing
plant. Hence, such a project should be viewed as being export-
oriented. It is also important to note that as long as the
present political conditions prevail, it is most appropriate

not to start with a large plant; since marketing policies are
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apt to change at any time. A moderate plant size seems more
appealing that can also provide basis for similar industry to
be established in the future.

Local markets are being monopolized by a wide variety of
Israeli and foreign citrus based products. But market penetra-
tion is possible provided that the new product holds special
characteristics /high quality and appealing packaging/. Total
local consumption may reach up to six thousand tons per year.
Past data indicate yearly increase of consumption by 100 per-
cent. Future increase, however, is expected to reach not less

than 40 percent per year for at least three years to come.

3.5.3. Local market segmentation is advised in two ways.
One, in terms of localities, Jerusalem, Jericho, and Nablus
seem to be the primary target markets in the initial operation
of the proposed plant. Two, in terms of income, medium and
upper-income classes together with visitors and tourists are

presumed to be corresponding with the type of product suggested.

3.5.4. Since packaging is considered as a strorg marketing
tool, it can create a promotional value to the product. It is
suggested that the firm decides for special, well-designed,
higenic packages. The sizes of packaging, as derived from the
responses of wholesalers, are suggested: 25 centilitre packages
for individual consumption, one litre packages for dual use:
individual and family. Both packages are suggested for pure
natural strength juice. Five kilograms package size for pure
concentrated juices. This is important to encourage family con-

sumption, and coffee shops.

3.5.5. A reasonable price raise over market prices, but

carefully calculated, may be endured by local consumers.

3.5.6. A pre-production promotional program based on pub-
licity and advertisement is a precondition to insure success and

to bring about awareness and knowledge of the new product.
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3.5.7. Market demand in neighbouring Arab states of Jor-
dan, Saudi Arabia, Kuwait, and Gulf States, if of tremendous
magnitude. If export barriers are solved, supply may well be
short of demand for time to come, even if most of citrus fruits

available in the occupied territories were processed.

3.5.8. Demand for pure concentrated citrus juice seems to
have better opportunities in export market. Customers would
mostly consist of processing plants and, to a lesser extent,
for direct consumption.

Blending and refilling concentrated juices in Jordan, would

perhaps, have more chances for export to the Arab world.

3.5.9. Utilizing foreign expertise in marketing is recommen-
ded during the first period of implementation. Locally, availa-
ble channels ot distribution are best selected from wholesalers
who own stores, provided that incentives be adequate, in addi-

tion to special discounts.

Marketing Strategg

3.6.1. As was indicated earlier, agricultural production in
general is facing difficulties of marketing. Processing a por-
tion of this production may help in solving the problems of sur-
plusses and enhancing prices of fresh fruits and vegetables.

The needs and wants of the local Palestinian consumers for food-
stuffs are being satisfied through Israeli food processing in-
dustries. The main mission of the proposed project, therefore,
is to help in solving those two major problems facing the Pa-
lestinian producers as well as consumers. In other words, the
mission of the proposed project may be defined as being an au-
xiliary aparatus for development of citrus fruits and other
fruits and vegetables in the occupied territories; and as pro-
viding local and export markets with products that satisfy the

needs and wants of the consumers.
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3.6.2. In a situation like the occupied Palestinian ter-
ritories, planning an effective marketing strategy or even
planning for agro-based industries in general, and for better
utilization of local resources, will certainly involve a high
degree of uncertainty. It is especially true since both strate-
gies of the occupying authority and the occupied society are
not identical, if not contradictory. This limitation should be
carefully considered, and provisions for overcoming it must be
introduced: by alertness and sensitivity against any changes in
policies and regulations, by capturing any opportunity that en-
hances and develops the proposed project, by periodic revision
of market demand, and also by inclduing margins of safety in
the production program especially for export production. It is
important to make sure that any sudden and abrupt changes in
regulations will not result in delays of products, especially
at times when demand is at its peak. It is important, there-
fore, to make provisions for storage of products as well as
inputs. Though such provisions may appear costly, yet it might
save the image of the plant and expected losses as a result of
delays. An illustration may be the closure of '"Boarder Brid-
ges' at pilgrimage season in Saudi Arabia. Annaul rent of such

storages is estimated in schedule 5-2.

3.6.3. Products of the proposed project are presumably en-
tering an almost saturated local market, and a rather complica-
ged export market. The new product, therefore, must have some
special characteristics. Consumers would not be stimuated to
try and buy a new product that is exactly matching available
products. Pureness /no additives, preservatives, or colouring/
is the quality suggested for initial penetration of the new
product to the market. Branding is another aspect of special
characteristics of the product. This seems more important in
the local market at the initial stage rather than export market,

since most export is presumably to be sold as concentrated
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juices - usually for further processing. The final product takes
the brand of the last processor. Labeling also is used not only
to add appeal to packages but also they involve some requirements

by law.

3.6.4. An important aspect that should take priority in
marketing strategy is to avoid "occasional marketing". A deci-
sion for marketing - export or local - to a certain market imp-
lies continuity, commitment, and expansion for a long period

of time. Thus, it is advisable to segment the local market as
well as the export market. The management of the plant is advi-
sed to evaluate the plant’s capacity and identify target local-
ities and communities that the plant can best serve. Target
marekt strategy is seen as most advisable for the suggested
plant for present and future development of the project.

In earlier discussions attention was paid to such a strate-
gy. For local markets the initial localities were identified
as being Jerusalem, Jericho, and Nablus. Further segmentation
was suggested in terms of income-class, where the relatively
upper-income class and tourists were identified as probable
target consumers who may havz the greatest purchase interest in
the proposed pure natural strength juice. In future, the manage-
ment may find it appropriate to extend its products to further
localities and, of course, to different income groups with new
blends. Furthermore, there would be strong differences in con-
sumption preferences between younger and older consumers.

It can be fairly stated that the younger generation is more
likely attracted to drinks rather than pure juices, and even
more certainly, to carbonated drinks rather than non-carbonated.
Geographic and demographic segmentation, then, will vary and
be targeted along with future development of the proposed
project.

In so far as export markets are concerned, previous analy-

sis has also reached a point where two main external markets
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were identified, namely: Eastern Europe and Jordan. Saudi Arabia
and Arab Gulf States as well as Western Europe should only be
considered after careful evaluation of both plant capacity and

market possibilites.

3.6.5. Political constraints, prevailing at present time,
may lay some dark shadows on the "smooth" export marketing. It
seems relevant to speculate the possiblity of establishing a
branch of the plant in Amman-Jordan, or to enter a joint-owner-
ship venture; the purpose of either would be to blend and mix
concentrated juices and filling the final product for direct
consumption. This possiblity may appear imperative, should po-
licies of transportation across "Boarder Bridges'" deny permits

for adequate transportation of products.

3.6.6. Considering price strategies, one may look at various
variables involved that may affect, in a way or another, pri-
cing decisions. Some of these variables are: production costs,
competition and demand, promotional pricing, and regulative
pricing policies.

Production costs should be looked at as fixing the minimum
prices of the product. This general rule, however, may on some
occassions be deviated from. In as long as production costs are
cut down, the more likely the management would be in a comfor-
table position for fixing prices above production costs. Manage-
ment, sometimes, may be forced to cut down its prices below
production costs, but this procedure should be temporary and
built upon future expectations of price boom and in connection
with product mix pricing.

In the beverage trade, size of demand is most probably re-
lated to prices. In other words, a decrease in price will even-
tually result in higher demand. This strategy is most tricky
to management, since the reactions of competitors are not pre-
dictable. Consideration of competitive prices in local markets

is very important, especially at the initial stage. Product
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pricing it most probably more yielding if it was set not too
high nor too low above or under competitive prices of similar
products. Certainly demand will play a major role in the pro-
cess of fixing prices. Continuous research on demand will be
needed, since demand is most probably to be considered as the
major determinant of the highest price.

In the initial period of production, as well as on certain
occasions later on, management may look at providing for some
discounts for wholesalers, retialers, and consumers. Price re-
duction as a promotional device is a strategy that is most 1li-
kely to produce many advantages to the management. Wholesalers
who get special discounts for selling certain quantities in a
given period may be well motivated and encouraged to put more
effort in marketing the product.

Sometimes, it is out of the management control that prices
are restricted by '"outsiders". In case of export markets, for
example, prices could be maintained at around a certain figure.
This figure is controlled by deinand and by major international
suppliers. Regulative pricing is also seen in some instances
where distributors may refuse to sell at a certain price, or,
when governmental policies may interfer to fix maximum prices.
Such regulative measures should be examined before setting

out pricing strategy.

3.6.7. Planning for an effective strategy of marketing, one
should emphasize the importance of market research and market
intelligence. Both tools are needed for future planning. Much
of the proposed project growth will depend upon such a strate-
gy. Decisions have to be reached upon, for example, future mar-
ket penetration, which segments of consumers, developing new
products or by-products, increasing sales and consumption for

same consumers... etc.

Determinants of Plant Capacity

The availability of raw material - citrus :'. s - if con-

sidered apart of other factors, would call for fa: ..._.er plant
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capacity than what is suggested. The major determinants of plant
capacity seems to be directly affected by the political unique
and unprecedented situation of the occupied territories. The
proposed plant capacity has been determined on the following

assumptions:

3.7.1. That the prevailing pclitical conditions will conti-
nue for a longer period. Local marekts, therefore, will remain
to be dominated by similar Israeli prcducts. Consequently, pro-
posed products will be export-oriented to neighbouring Arab
markets, and to some-extent, Eastern Europe. The export-product
in this case, should be pure concertrated citrus juices for
further processing in respective countries. Local markets will
consume a small percentage of the product, provided that it is
of high quality in order to be able to compete with Israeli
products. Local target market is the relatiéely high-income
class, visiting Palestinians, and tourists. Jerusalem, Nablus,

and Jericho are being the main local:ities of distribution.

3.7.2. That political conditions would change in the near
future. Thus, two assumptions may be of relevance. One, that
ties between Gaza and the West Bank are going to be limited to
their minimum. In this case, the proposed products should re-
main the same as the first assumption, with the exception that
export products for the Arab world would change route, and be
limited to shipment by sea; and that almost all products should
be export-oriented. Two, that self-determination for a free Pa-
lestinian state be decalred - no matter what ties it would have
with Jordan, Egypt, or even Israel, /since trade with Israel,
of that is the case, would be on equal basis/.

In this situation, restructuring of the whole economy is
going to be the primary task of the emerging state. The proposed
product will play a major role as an import-substituve, but the
plant capacity should then consider also its major role in ex-
ports. For securing foreign exchange is an impcrtant factor for

further development of the new state.
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3.7.3. The team is suggesting that plant capacity should
take the first assumption into consideration. The logic behind
which plant capacity has been decided for present conditions,
is reinforced by two important factors. First, though basic
production inputs /citrus fruits/ are available in far larger
amounts than what is sugges*ted to be processed. Yet possible
local and export market penetration is not expected to fully
overcome difficulties, at least for the first period of imple-
mentation. Second, it seems necessary, not only for the uncer-
tainties of future political outcomes, but also for economic
utilization of machinery and equipment, that another processing
plant be established in the West Bank. Thus, provisions for
raw material have to be considered for this plant. Furthermore,
both plants should consider processing non-citrus fruits.
Hence, the suggested plant capacity has considered these
factors among other factors, but of course not at the expense

of a feasible economic size.

Sales and Distribution System.

3.8.1. Previous analysis has suggested three locations as
being main centers for distributing the proposed product in lo-
cal market. Namely: Jerusalem, for the southern region of the
West Bank, Nablus for the northern region, and Jericho.Thus,
three miin distributing dealers /wholesalers/ might be involved
in marketing the proposed product. The firm should identify
the types of wholesalers available /evaluate their past per-
formance, scale of operations, number of retailers dealing with
them, availability of storage space, transportation, and number
and sellers/ and then choose the three suggested wholesalers.
It seems that in so far as local markets are concerned
the three centers of distribution may constitute an adequate
network of distribution. The main objective of the administra-
tion for the distribution network should be: storing, handling
and moving products to reach customers at the right time and

place.
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The development of local distribution structure may be
centered around a limited number of distributors, but efficient
wholesalers who are chosen carefully, and who may be serving
the plant on commission or contractual basis. This approach,
though may seem traditional, yet it helps in minimizing costs
of distribution, eliminating duplication of such a service,
and helping management to have é larger control over sales de-
velopment. A certain geographical area being allocated for
each wholesaler also helps in price uniformity of the product,

and in minimizing conflict among wholesalers.

3.8.2. The most important element in the establishment of
the distribution network is warehousing. It was mentioned in
other chapters, that management has to make provisions for
warehousing not only at the plant”s site, but also in at least
two other locations for local markets and exports. It can be
advocated here, that a third warehouse should be located in
Amman Jordan. Production and timing of product orders may, on
many occasions, not match - a problem which has to be solved by
warehousing or the plant will loose its market. The number of
warehouses, and whether owned by the firm or rented, should be
decided upon by the management through balancing the level be-
tween sales and distribution costs. Overestimation may result

in losses to the plant or at least decreasing profits.

3.8.3. Efficient and coordinated transportation is, perhaps,
the most important item of distribution costs. The only choice
for management to decide upon concerning means of transportation
is limited to trucks. The dame mode of transportation is avai-
lable for export to, or through Jordan. But this will be dis-
cussed later on. 1t is suggested that the proposed project pro-
vide for two vehicles and three forklifts to be used for trans-

porting raw material to the plant, and products to warehouses

and dealers.
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Order processing, inventory carrying, and other admini-
strative actions add up to the total costs of distribution. .
These major factors that are involved in distribution require
a high degree of coordination in order to satisfy the custo- .
mer”s needs and wants. Those wants may be summarized as being:
delivery of the product on the right time and the right quan-

tity in the best shape with minor damages.

3.8.4. Export Markets, The Arab World.

Distribution channels for export markets are subject

to political barriers and marketing policies governing exports
from the occupied territories. It is important, for such rea-
sons as well as for lack of experience from the part of the new
management, to hire a foreign selling dealer. A sales dealer,
after careful selection, is hired on a contracual basis to dis-
tribute the proposed product at export markets without territo-
rial limits over the selected locations, or even others. He
may be given the authority of selling an agreed percentage of
the firm"s products. He may also provide the firm with specifi-
cations for the product, and have an influence on the prices
and conditions of sales. By this arrangements, the management
will not have to worry about export sales to Arab countries or
elsewhere. The written formal agreement between the sales dea-
ler and the firm should include, among other terms, pricing-
order handling procedures, commission rates, and product spe-
cifications.

This procedure though seems to add up to costs of sales
and distribution, yet it might be justified in terms of the

following advantages:

/a/ Facilitating access to markets, and helping in the promotion .
of the product. Thus, making it easy for management not to
worry about marketing in initial production, ana until the

new brand becomes known in outside marekts. It has already
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been mentioned that Arab consumers are more inclined for
preferring dealing with foreign names.

/b/ Assuring for both consumers and sponsors of quality that
follows special standards. Quality control over products
in the occupied territories is questionable.

/c/ Satisfying the needs, and perhaps the conditions that len-
ders or foreign investors may ask, if financial assistance
would be considered, or foreign investment ventures might
be sought.

/d/ Helping in aquiring training and expertise in marketing and

sales business.

3.8.5. Since communication channels between the occupied
territories and the rest of the Arab world is limited through
Jordan, a sales representative of the suggested firm is advised
to be stationed in Amman for facilitating order handling pro-
cedures, open new territories and provide first hand informa-
tion about prices, client reactions, levels of competition...
etc. The sales representative is recommended to be appointed
by the firm, and be under the direct supervision of the sailes

manager.

3.8.6. Packages and containers are also considered an im-
portant element of distribution costs. It is referred here to
the second material used to protec the primary packaging of
the product, usually made of cardboard boxes. Such packaging
helps also in easier and mechanical handling of the product.
Export shipment of natural Juices or drinks may also need a

third container for more protection.

3.8.7. If a decision was taken by the management, and an
agreement was reached with the Eastern European authorities,
two alternative transpcration systems are available, with re-

latively similar costs. /1/. Shipment by sea through Israeli

ports /Gaza port is closed/. /2/ Shipment by refrigerated




trucks through Jordan. It is noteworthy to indicate that Jorda-
nian, Turkish, and Bulgarian trucks are available in Jordan and

may be contracted to ship the proposed products to Europe.

3.8.8. Costs of Distribution

/a/ TRANSPORTATION COSTS:
Inside the occupied territories Us$ 10/ton
To Amman Jordan US$ 20/ton
Shipment by sea to Europe US$130/ton
Refrigerated trucks Amman - Europe US$110/ton
Refrigerated trucks Amman-Saudi Arabia
or Gulf States US$ 40/ton
/b/ INSURANCE:

Products have to be insured while on their way to any
destination. Rates of insurance differ from one ccmpany
to another, and by transporation facility. An approp-

riate rate is 2.5 percent of product costs.

/c/ PACKAGING:
The second and/or third packaging is estimated as
follows:
US$ 0.20 per box of 24 litre fillings/1 liter each
US$ 1.00 per box of 6 cans / five kgs filling
US$ 0.10 per box of 12 packages/250 m.litre each
US$ 1.00 per box /third packaging/ of 10 boxes
US$ 1.00 per box /No. 12/250 m.l. each box/

/4/ WAREHOUSING: -
Rents or construction costs of warehouses are dealt with

in other chapters.

/e/ ADMINISTRATION:

Order receiving, inventory carrying, order processing,

telexes, administration of shipping, billing, filing,
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and other administrative work are also cost items of
distribution. They usually account for not less than

15 percent of total physical distribution costs.

Some scholars of marketing indicate that costs of marketing
products may reach 12 percent of each dollar spent by the final
consumer. /11/. The preceding analysis, however, estimated mar-
keting costs to reach 15 percent of the expected total sales

revenue.

3.8.9. Promotion and Advertisement

It is clear that a newly established firm has to make its
best for promoting its products. The prospective consumers musc
go through the whole process of awareness, knowledge, attraction
-motivation, preference, and conviction /12/ before they buy
any new product. Advertisement seems to be of primary concern
for the initial stage of production; since this stage calls for
more advertising in order to spread a certain image in the minds
of the whole public about the new product. Advertisement is pre-
sumed to be more effective in developing awareness and knowledge,
and it can reach a wide variety of publics. The Jordanian tele-
vision network will serve the purpose for both publics in Jor-
dan and in the occupied territories. .

The decision of selecting a tool or a mix of tools for
promotion is subject to various factors, such as the competiti-
ve situation, the marekt share targeted, and the available bud-
get. The task of setting a budget for promotion and of selecting
the tools, perhaps, is the most challenging for management.

But, in spite of the methods used for setting the promotion bud-
get, one may suggest the following procedure for the sake of
setting out a relevant budget of the initial period. This
method, however, should be modified later on. It is alsec advi-
sable to split the promotion budget among other tools besides
advertisement, especially discounts and incentives after com-

mencement of the project. Factors involved in the suggested

method are:




1. Expected Sales Revenue,
2. Estimated Market Share,
3. Cost of Advertisement,

4. Commissions and Special Discounts.

The estimated sales revenue, if compared with total pro-
duction costs, may be considered as a good indicator, for the
initial period, of how much the firm can afford to allocate

for promotion.

Estimated market share enables management to determine the
rumber and sequence of advertisement of TV. Knowledge about
segment of customers will also be considered later on for the
determination of time of advertisement and in which feature
program. Since advertisement is aiming in the initial period
to cover most of the public, it would be appropriate then to
place advertisement at the middle of the special nighlty featu-
re film series, /After 8 P.M. new bulletin/ and special Friday
children’s program. Cost of advertisement on TV can be estima-
ted in accordance with rates of each 30 seconds effect. US$ 200
per effect at the middle of nightly feature film, US$ 120 per
effect at the middle of weekly children’s program.

As an example, it is uspposed that management has decided
on putting two effects of advertisement per week at the middle
of the nightly feature film, and one effect at the middle of
Friday“s children program. Also, that advertisement starts on
March and continues till October. This would add up to US$
16.640 budget for advertisement on Jordan TV.

Steps of Marketing Strategy. A Concrete Example.

Perhaps the following steps would constitute a concrete

example for management on how to set-up a marketing strategy.




3.9.1. After going through the selection of markets, and
deciding upon the size of sales and sizes of packaging, the
management may aim to sell 2.852.000 litres of pure natural
strength juices in the first year, and 1.162 tons of pure ci-
trus concentrated juice. About 91 percent of concentrated ju-
ice will be for export, and 32 percent of natural strength
juice will also be exported to Jordan. Concentrated juice al-
located for Jordan is 53 percent, and 47 percent to Eastern
Europe. From Jordan, export to the Arab world and other coun-
tries will be examined.

The second year will aim for sales of 1.650 tons of pure
concentrated juice, and 2.580 tons of natural strength juice.
Almost the same percentage of distribution to both local and
export markets will be followed.

In the third year, however, nectars will be introduced
with size of sales of 2.200 tons. Percentage of juice for ex-
ports will be 88 percent but concentrated juices will remain
the same. The management also will provide for processing other

non-citrus pure juices in the third year /grapes and tomatoes/.

3.9.2. Juices will be presented in two size packages: 1

lite, and 250 m.lite. Concentrated juices will be presented in
5 kg. tins. Concentrated juices for export markets will be fi-
lled in 250 kg barrels. By the third year, sizes of packaging

will be reconsidered.

3.9.3. Prices per litre of natural strength juice would be

around US$ 0.90 for both local and export markets. Prices of

concentrated juices for export will be governed by international

trade price. But local prices per litre of concentrated juice

will be US$ 1.35 for grapefruit, US$ 1.10 for lemon, US$ 1.50

- for V. orange. A discount of 4 percent of list price to be off-
ered for wholesalers /locally/. Wholesalers will get additional

incentive discount of 1 percent provided that each of them sell

over 15 thousand litre a month.
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3.9.4. A promotional budget of US$ 42.000 will be spent over
the first years./One percent of expected sales, besides 1 per-
cent allocated as incentives to wholesalers/. This budget will

be divided as follows:

US$ 12.000 for advertisement on Jordan Television

US$ 8.000 for advertisement in two daily newspapers, one local
and one Jordan

US$ 6.000 for market research in Saudi Arabia and Gulf States

US$ 12.000 for pre-implementation publicity

US$ 4.000 for in-service training of sales people.

Advertisement will emphasize the nutritional value of the
product, and its pureness /no additives, colouring, or preser-

vatives/.

3.9.5. The product will start with high quality and will
continue to retain and improve quality. The management will

aim at middle and high-income class of the population for the
first two years of production. The youth generation will be the
next market target of management. Processing firms in export
markets will also be targeted as well as middle and high income
consumers in Jordan. Hotel restaurants and coffee shops may be
emphasized as probable continous clients. Family consumption

will be encouraged.

3.9.6. Prices are going tobe slightly increased in the third
year if competition permits. Advertisement and other promotional
tools will also continue with same percentage of sales budget.

Marketing and technological reseach will be increased within the

third year by 30 percent.

3.9.7. By the fourth year, the management will be having a

clear picture of alternative by-products, i.e. candied peels,
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blended -drinks, non-citrus puré juices and drinks, marmalades,

and carbonated drinks.

Conulnc_n and

Commissions ang
Incentives 32_29 ! Packing 25.30/

Transportation 19.8.0 /

Market Research 1.00
Training 0.60

Newspa;;er Advertisement 4-—/

1.20

Items of Sales and Distribution Costs as a percent of total costs
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SCHEDULE 3 - 1 Estimate of Sales Revenues
PRODUCTS YEAR 1 YEAR 2 YEAR 3
DESCRIPTION P:;(I; $ Quantities to Be Soldl Sales Revenues Quantities to Be Sold) Sales Revenues ntities to be Sold | Sales Revenues
$ / TON (TON) 000 s $ (TON) ‘000 $ (TON) ‘000 $

exp. flocal Jtotal exp. llocal Jtotal |Jexp. Jlocal fetotal lexp. llocal Itotal Bexp, llocal ltotal | exp,  total )
CONCENTRATED JUICE
1. Orange "Shamti'’ 1500 100 - 100 150 150 125 125 187.5 187.5 125 125 187.5 187.5
2, Grapefruit 1350 242 30 272 326,5] 40.5 | 367.5{ 300 40 340 405 54 459 300 40 340 405 54 459
3, Lemon 1100 100 30 130 110 | 33 2483 122 40 162 134,2 1 44 178,2 148 40 188 162.8] 44 206.
4. Valencia 1500 620 40 660 930 | 60 990 755 70 825 TIBZ.S 05 1237.5 755 70 825 [1132.5] 105 1237.5
SUB TOTAL OONCENTRATED
JUICE -~ 1062 100 [|1162 1516.7]133.5 11650.2] 1302 | 150 1452 1859.2 | 203 po62.2 | 1328 | 150 1478 11887.8] 203 2000.[1
NATURAL. JUICE
1. Oragre "‘Shamti" 950 272 - 272 258.AL - 258,41 340 - 340 323 - 323 538 - 538 511.1 511.1
2. Grapetruit 900 600 104 | 704 540 93.6 | 633.6] 730 150 | 880 | 657 135 | 792 730 150 { 880 657 135 792
3. Valencia 900 1480 39 |1876 1332 356.411688.4 | 1885 460 2345 1696.5 | 414 P110.5 | 2200 535 2735 |1980 481.5 2461.9
SUB TOTAL NATURAL JUICE - 2352 500 §2852 2130.4 450 ]2580.4} 2955 610 3565 [R676.5 | 549 P225.5 | 3468 685 | 4151 |3148.1] 616.53764.4
ORANGE NECTAR 450 - - - - - - - - - - - - 1400 | 800 2200 | 630 360 990
PEELS 15 - 10.000(10.000| - 150 150 - 12.500]12.5001 - 187.5]187.5 - {15.000] 15.000] - 225 225
GRAND TOTAL 36&7.11 733.59 4380.6 4535.7 | 939.5p475.2 5665.9 [1404.5 | 7070.4

x Prices of concentrated juice were based upon 3 year estimate of world trade in concentrated
orange juice: Though expectations were tawards a decline in price, 1984/1985 prices bloamed

to 1800$/ton. Price of natural juice was based on local average prices. allowing for a
slight increase for quality.
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ESTIMATE OF PRODUCTION COSTS-
SALES AND DISTRIBUTION

Item Cost/$

f—
L

Sales costs:

1. Training of Salesmen 4 000
2. T.V. Advertisement ! 12 000
3. Newspaper advsertisement I 8 000
4. Market research : 6 000
5. Travel expenses 20 000 i
6. After sales service: replacement 21 000
of defected products 0.5%

i Distribution costs:

’ 1. Containers and packaging é 166 400
. 2. Transportation ! 130 000
;3. Warehousing 2 36 000

4. Commissions (4% and 1%) ‘ 211 500
5. Sales administration 1% 42 000
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Schedule 3 - 3

PROGRAM

PRODUCTION

/in tons/

GRP. FRT.

e —— e e —

| sHAaMUTT

TYPE

——
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Chapter 4

MATERIALS AND INPUTS

The main raw products needed for the industrialization of ci-
trus products are the fresh citrus fruits. This will consist of
the major portion of the price of the industrialization project.
Cost of the products reaches 85 - 90 percent of the entire cost of
raw products. Therefore any change in the price of the fruits will
affect positively or negatively the financial feasibility of the
project especially if we consider that changes in prices are known
to be sharp at times. It is impor.ant to discuss this subject in

great detail in order to know al: the things that affect it.

As to other materials which include factory supplies, auxilia-
ry and utilities used with a percentage not exceeding 15 percent
from the total cost ~f raw materials. Changes in these prices are
almost negligible since nearly 60 percent of these costs are elec-
tricity, fuel, water and oils which prices are determined by the
government and are almost stable. Regarding the remaining chemicals
and other materials their prices arve stable because of their 1li-

mited sources.

4.1. Classification of Materials and Inputs

4.1.1, Unprocessed Raw Materials,

This consists of fresh citrus fruits. There are four
major types in the Gaza Strip: oranges - two kinds: early
oranges /Shamouti/, and late oranges /Valencia/, grapefruit
and finally lemons. No additional product will be needed as
the goal is to s7.==ze the fresh fruifs and get 100 percent

juice without any preservatives or chemicals added.

4.1.2. Auxiliary Materials.

This consists mainly of the containers that the concen-
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trated or natural juice will be filled in. The type of con-
tainer must fit in with the type of the production and with
the desires of the local and outside consumer. Also there is
a need to know how available is the packaging in the local
markets and whether there is need to import them from outside

with reasonable costs.

4.1.3. Factory Supplies. ‘
|

This includes maintanance materials for equipment
such as oil, grease, cleaning material, in addition to special

chemical materials needed to clean the fruits.

4.1.4. Utilities.

This includes electricity, water and fuel. All materials
are supplied as public services whose prices are fixed by the

government or official bodies.

4.2. Characteristics of Materials and Input.

4.2.1. Suitability of Citrus Fruit Species for Commercial Processing

The major citrus products in Gaza are the sweet oranges
which include the early Shamouti type and the late Va-
lencia type. Grapefruit is the common grapefruit and
the lemons are Femminello lemons. All these types are
considered appropriate generally for squeezing juice
out of. Nevertheless we would need to carry out special
tests on sample products before we start the industria-
lization program. These tests would be to examine the

necessary measurements needed to know the degree of ma-

turity and to determine the percentage of the balance
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between the sugar, tartness and bitterness in it. In general
Israeli factories use large quantities of all these products
yearly which means that the fruits are fit for this goal.
But because prices are different for the same product depen-
ding on the degree of maturity or size, a smaller proportion
is deemed fit for industrialization from the commercial point
of view. The percentage of the various.types that are fit
for commercial industrialization differ, depending on the
quantity of surplus and the averages of the prices. Although
there is a larger quantity of imperfect fruits available which
include scratched or rotten fruits, we will not depend on
this because of its size or because it did not get a good
price.

The commercially useful quantity of every type depends
on a number of elements that can be explained with each pro-

duct on its own:

1. VALENCIA ORANGES:
This makes up 60 percent of the total citrus output in
Gaza. This is considered the major source for the commer-
cial industrialization scheme. Not only that this type
is available in large quantities but it is also unique
in that it is available in a season different than the

other citrus products.

Its season is long, starting early in February and continu-
ing till late May. Commercial quantities are found in March
and April when more than 60 percent of this product is
picked. Its somewhat cheaper prices makes its commercial
use more attractive. A ton is sold for JD 30 in comparison
with 45 Jordanian Dinars for the Shamouti brand. Because

of large surplus of this brand, farmers suffer seasonal
losses and any industrialization will be gladly welcomed

by farmers. Another special traite of Valencia oranges is
the fact that one can market the juices directly without

the need to store it because the main produce time of this
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brand of oranges coincides with the start of the hot sea-
son in which the demand for cold juices increases. Natura-
1lly this means bigger income because of the direct return
of the cost and the quick turnover of capital. In general
we can consider the Valencia brand as the corner stone for

the factory for the following reasons:

1. Plenty of supply.

2. Low price on the average.

3. Long season of production.

4. Concurrence of the production season with the rise in

temperature.

. SHAMOUTI BRAND:

This is considered a major brand of oranges in the Gaza
Strip and is the second in the quantity of production. It

is considered the top brand in relation to the average pro-
fit for the producer. For this reason it is not considered
highly for commercial industrialization production. Although
this brand makes up only 27 percent of the general produc-
tion, it has a much better opportunity for marketing dire-
ctly to buyers. A major reason for that is its early avai-
lability since it ripens with the middle of November and
continues until the end of February. It also does not com-
pete with the Valencia brand. In addition to that its

small quantity means higher prices. Nevertheless it is po-
ssible to obtain 6 - 7 percent of this brand from the smaller
sizes and the inferior quantities. But for sure the per-
centage of profit will be less than the Valencia brand. Its
early availability, however, does not give us an advantage
because it will increase the daily production load and thus
reduce overheas expenses. As a result of its early produc-
tion it is advisable that the product of this brand not be

turned over for direct marketing but instead to be used as

concentrate and marketed this way or held up and mixed with
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the Valencia product in order to improve the taste of the
Valencia juice. At any rate the merits of this brand may

be viewed as follows:

1. It provides the opportunity for increasing the daily
productive capacity of the factory and reduces the

overhead costs.

2. It helps keep the price of the Shamouti brand high by

using cheaper price quantities.

GRAPEFRUIT:

The production of grapefruit consists of only 6 percent of
the total citrus production in the Gaza Strip. There is
also fear that this percentage will go down even more as

a result of the decrease in the planted areas in the past
years. The area has been reduced to one third of what it
was ten years ago. This has resulted in a decrease of pro-
fits in comparison to other products. The average cost of
the ton is only JD 17 in comparison with other citrus pro-
ducts whose prices range from JD 30-45 per ton. Thus the
past years have brought a constant loss for producers of
this brand. Despite the lack of profitable opportunities
for the fresh products, the opportunities for commercial

industrial productions are the opposite.

Demand for this brand of juice is on the increase with ju-
ices returning higher profits especially considering the
fact that the cost of the raw products are very low. The
production timing which starts in the middle of December
and continues till the middle of March ~ with the hight

of 70 percent in January - means an increase in daily pro-
duction of the factory which meanc a reduction in the

overhead costs.
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The basic for the production of this brand can be summa-

rized as:

1. Low cost of the raw product.
2. Large quantities of the lower quality.
3. Is considered seasonally fitting for the factory’s

production schedule.

LEMONS:

This brand consists of 7 percent of the total citrus produ-
ction in the Gaza strip. Despite this small percentage, it
is considered oen of the major products which the farmer
counts on to bring him a substantial profit. In this respect,
it rates second to the Shamouti oranges in its profitabi-
lity for the farmer. Despite the high price of the fresh
product which reaches JD 50 per ton there is no problem in
marketing even the inferior qualities. Yet even this brand
is necessary for industrialization for the following rea-

sons:

a. The tart product is the only one available that is in
great demand for its juice concentrate.

b. It also helps reduce the overhead cost since its picking
starts early in October and continues till April. Des-
pite this long season which extends to six months it
reaches a peak of 70 - 80 percent production during Ja-

nuary and February.

It is possible to get the inferior qualities of this product
at reasonable prices and it can be produced at a profit be-

cause of the high price that can be turned in for its con-

centrated juice.
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4.2.2. Alternatives.

When discussing the supply programme the possibility of
turning the West Bank into an alternative in an emergency was
mentioned. It would also be possible to extend the energy of
the factory by prolonging the yearly use of the factory by
squeezing additional products of vegetables and fruits. Espe-
cially applicable would be grapes and tomatoes. Turning to
these products would be aimed at improving the financial fea-
sibility of the factory by distributing the costs over the

longest possible period.

This action would not adversly affect the production of
citrus juices but to the contrary it would be a positive deve-

lopment.

4.2.3. Culls Available.

The quantity of citrus products produced every year ex-—
ceeds 150 thousand tons. The largest quantity the Valencia oran-
ges often reach 100.000 tons. Shamouti 40.000, Grapefruit 10 -
12.000 and Lemons 10.000 tons.

The marketing o these products depends almost exclusively on

exports which often reached 95 percent of the registered grades.

The exportation is carried out according to specific guidelines
and degrees of product and packaging. The exported products have
to go through a complicated set of steps that include separations
by degree, washing waxing and finally packing in special packa-
ges for exportation. Each degree has its own buyers and prices.
Often, the prices, especially for lower grades, does not cover
the cost of production. At times and during exportation, farmers
stop picking the crop in an attempt to cut extra costs that re-
sult from the processing and the packaging of the products as

well as from the cost of transportation.
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In both cases, unmarketable surpluses are available at low pri-
ces. These quantities are not different from the rest except

in size. At times it is even similar in size with other products,
By the second option which is based on unpicked surplus, the aim
of the factory would be to avoid the existence of such cases.
This can be done by carrying out account for the quantities nee-
ded using the savings from not having to go through the proce-

ssing needed for marketing the fruits.

But if the producticn process is losing money which means that
many of the fruits wil. remain unpicked, the factory will try

to buy the fruits in order to alleviate some of the purchasing
costs of these quantities on condition that this would be fi-
nancially feasible for production. It is hoped, as we mentioned
earlier that the factory will help make sure that these unbeara-

ble conditions not to take place.

And as long as we are depending on the inferior qualities in
size we need to discuss each degree and its resulting figures
keeping in mind that sometimes and for physiological reasons,
there is seasonal change in the size of the fruits. This change
at times has a negative correlation with the increase in the

resulting grades of the fruits.

1. VALENCIA: The yearly crop is nearly 100.000 tons. It is cla-
ssified according to the nine degrees listed in the charter

below:

Y
i |
NO. OF FRUIT | DIAMETER OF FRUIT | AVERAGE WEIGHT | PERCENTAGE | QUANTITY|

| | |

| DEGREE | |
% } BOXES }mmmm {EAG-!/@AM/ | OF CRP | IN TONS |
I | |
| FIRST | 56 | 0 | 3 | 1% | 10.000 |
| SECD | 60 | 852 | 333 | 1%% |15.000 |
| HIFD | 75 | 7985 | 267 | 2% |20.000 |
| FURTH | %0 | 757 | | 1% | 15.000 |
| FIFH | 105 [ 7’ | 1% | 1% | 10.000 |
| SIXH | 123 | 6871 | 16 | 1% | 10.000 |
| SEVRNTH | 144 | 6468 | 1% | =% | s5.000 |
| EIGMH | 168 |  61-64 | 119 | =% | s.00 |
| 198 | s | 1o ] % | 500 |

Source: GAZA PACKING HOUSE RECORDS.
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Generally, the first three degrees face no marketing prob-
lem. The three degrees that follow face some problems. The
last three degrees tace continuous problems in marketing
which causes a decrease in prices in a considerable way. We
will depend on the fruits of these categories whose yearly
production reaches 15.000 tons, an average of 15 percent of

the total copr of this brand.

SHAMOUTI: The yearly crop reaches 40.000 tons that are mar-

ketable. They can be classified under eight categories:

I { | | [ 1 |
|DEGFEE | NO. OF FRUIT | DIAMETER OF FRUIT | AVERAGE WEIGHT | PERCENTAGE | QUANTITY |
| | BOXES | IN MILDMETER | EACH/GRAW/ | OF CROP | INTONS |
| | I | [ | |
|FIRST | 50 | 90-94 | 400 | 1% | 4.000 |
|seoD | 60 | 84-90 | 333 | 2m | 8.000 |
|HFD | 75 | 78-84 | 267 | 2% | 8.000 |
|FOURTH | 88 | 74-78 | 227 | 1% | 6.000 |
[FIFH | 105 | 70-74 | 191 | 1% | 4.00 |
[sxi | 123 | 67-70 | 163 | % | 2.00 |
|SEVENH | 144 | 64-67 ) | % | 2.00 |
|[ETGHH | 168 ‘ 50-63 | 119 | % . 2.000 |
— : 4 , }

Source: Ibid

In general most of this crop finds its way to the markets with
reasonable prices in comparison to the first brand. Nevertheless,
the last degree and a small portion of the seventh degree face
at times, difficulty in marekting whcih results in the drop of
its prices. This quantity could be dependent on for industrial
use. It reaches in total 2.500 tons among it 2.000 tons from

the last degree. This constitutes 7 percent of the crop of this

brand which is prepared for marketing.

GRAPEFRUIT:
The yearly marketable crop of this brand reaches 10.000 tons.

It is categorised under 11 different degrees. There is a big




difference between the degrees which means a large difference

° between the first and the last degree.
I [ | | | | I
| DEGREE [No. OF FRUIT BOXES | DIAMETER OF FRUIT | AVERAGE WEIGHT | % OF | QUANTTTY | |
| | MILDETER |  IN GRaM | EACH | cRP| IN TONS |
| [ I | l I l
}FTRST { 27 { 128-134 { 741 {10% } 1.000 {
ITHED | X | 1u7-122 | 625 llO% | 1.000 '
IFCURﬂi | 36 | 111-117 l 556 llO% l 1.000 |
IFHFTH l 40 | 105-111 | 500 | 1% | 1.500 |
ISDﬂH | 48 | 100-105 | 417 llS% | 1.500 |
’SEWQHH | 56 | 96-100 l 357 llS% | 1.500 |
|EIG-1']H | 64 | a0-96 I 313 | 5%, 0.500 |
INDEHH | IS) l 85-90 | 267 | % | 0.500
ITENH{ | 8 | 81-85 | 2 | 1571 l 0.500 |
IEUﬂanHI 100 I 7781 | 200 | 571 0.500 ‘
.l - |

Source: Ibid

Despite the fact that most of the quantities face difficulty

in marketing thus causing the prices to drop and the farmers
losses to increase. If we consider the fact that the first

five degrees problems can be borne the last six degrees result
in major losses. Therefore, using these products for indus-
trialization will bring positive results fo ' the producers

and growers. The total yearly quantities that can be made avai-
lable from this brand reaches 6.000 tons, an average of 50-60

percent of the total crop.

4. LEMON:

The yearly crop of lemons reaches 10.000 tons a year. It is

classified under 7 degrees:
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| | I ! | T
DEGREE | No. OF FRUIT | DIAMETER OF FRUIT | AVERAGE WEIGHT | % OF | QUANTTTY|
| | BOXES | IN MILIMETER | EACHGRAM | CROP | IN TONS|
! | l I | | [
oo | w | ome | om = am

| <) ] 70-75 I 22 Izox I 1.aoo|
Ln{mo | 13 I 65-70 l 177 Izo% I 1.,400|

| 125 | 60-65 I 160 |17% I 1.700|

[ 150 I 55-60 | 133 Ils% I 1.500I
IDG}I l 175 I 50-55 | 114 I % | 7oo|
[RENH | A g 5% | | % %9y

Source: Ibid

In general lemons do not face any problem in marketing even
in the lowest degrees. Size is not considered a problem. In
this brand it is estimated that 1.300 tons can be provided

for the factory, since it is necessary for the plant and its

concentrated juice to be marekted.

4.2.4. Other Inputs.

In addition to the main raw materials needed which in-
clude citrus fruits, there are other materials needed for
the completion of the production process. These materials
which are necessary for the production can be divided into

two kinds:

4.2.4.1. Auxiliary Materials

This includes the materials needed for packaging.
Cleaning materials are also included in this section. As far
as other chemicals that can be added to the juice in order
to preserve it or any additions that would change the colour
or taste of the juice, all these things will not be used be-
cause we plan to try and produce natural juice and concen-
trate. The main auxiliary material needed is packages. The

factory will need a large number of packages from different
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kinds and sizes. The choice of these will depend on the
type of product whether it is single strength juice or con-
centrated, the local and outside marekt, the taste of the
consumers and the availability of the packages in local
markets or the possibility of importing them at reasonable

prices.

In the local market, metal cans that can be used for one
time only are available. Although it is widely available and
reasonably priced, it is not recommended because it is tied
in the consumers mind with the carbonated soft drinks. At
the same time cardboard packs /pure packs/ which are more
acceptable to the consumers tasfe are available. This would
be recommended especially the small individaul sizes or the
family size. The appropriate sizes would be 250 cc, 1 litre

for packing fresh single strength juice.

As far as the concentrate is concerned, it will be filled in
large containers that will weight 250 kilograms. This will be
special for the export marekt. The large containers will be

transferred to another site possibly Jordan where it will be
repackaged into regular containers for consumer use. A 5 ki~

logram can will be used for local markets.

It is necessary here to point out that the containers espe-
cially the ones will be made in the West Bank. Similarly
other containers will be manufactured locally. If this will
not be feasible then containers will be imported from out-
side bearing in mind that it conforms to the Jordanian guide-

lines for exports through the bridges.

4.2.4.3. Factory Supplies.

This includes maintenance materials like grease,

oils and other cleaning materials to clean the machines.
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We estimated that we will need 10.000 liters of this clea-
ning material a year. In addition we will need other che-

micals to clean the fruits.
4.2.4.3. Utilities.

This includes electricity, water, fuel. This will
be supplied through networks in the area of the factory.
Its prices will be fixed and set by official institutions.
The yearly needs in electricity are estimated at 1.15 mil-
lion kilowatts /KWH/. 50.000 cubic meters of water will be
needed. This will include water needed for cooling, heating

and cleaning.

4.3. Supply Programme.

The start of operations for the factory will be tied seaso-
nally with the beginning of the yearly citrus crops. It is safe
to say that the factory will have an opportunity to be open
starting in January till mid May every year. In other words 5.5
months to six months. This would have the factory operating at

the height of the various citrus products.

For this reason a careful study of the production and mar-
keting cycle of citrus products in the Gaza Strip was important.
This means the dates of fruit maturity, picking period, the
height of the picking season and the price relationship that
results from the increase of the marketable fruits. An analysis
of the packing and grading houses in the Gaza Strip was also
necessary. A questionnaire was prepared and filled out in order
to determine the scope of this system. Additional information
was gathered through interviews with producers and marketing

personnel. The results of the analysis shows:
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The climax of production of the late oranges /Valencia/ is

75 days. This starts in the beginning of March and ends in
the middle of May. 90 percent of the total crop 1is produced
during this period.

The climax of the Shamouti oranges starts in January and con-
tinues two months till the end of February. In this period

80 percent of the crop is picked.

The climax period for grapefruits lasts 45 days from the be-
ginning of January till the middle of February. 80 percent

of the total crop is picked in this period.

The climax period for lemons lasts 75 days from the beginning
of January till the middle of April. 80 percent of the total

crop is picked in this period.
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The graph shows the distribution of the various brands and the

period of picking them.

The work of the factory will depend directly on this natural
distribution of production. Therefore, the operation of the factory
during the first three months in the piciing season will depend
on the fruits of the Shamouti oranges, grapefruits and lemons. The
quantity available forthese brands is estimated at ¢ tons dis-

tributed as follows:

Shamouti - 2.500 tons
Grapefruit - 6.000 tons
Lemons - 1.300 tons.

But the following three months /75 - 90 days/ the factory will
depend on the Valencia alone. The raw materials available of this

brand is estimated at 15.000 tons.

The supply programme has been based on information collected
and explained earlier. It is estimated to the nearest ton. Special
attention was given to the question of the climax production periods
which according to records show a relative decrease in the prices

of the fruits.

Accordingly, the quantities that can ve made available are es-

timated at 2.00 tons daily. There is no pro*lem except in two periods:

a. The second half of January when the quantities available will be
more than the factory’s work capabilities at one shift. The sur-
plus wili be 27 percent.

b. The first half of May when the quantities available will increase

over the work capabilities of one shift by 48 percent.
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These gaps could be theoretical to a certain point if we con-
sider the possibilities of postponing part of the grapefruit quan-
tities during the second half of January till the first half of Fe-
bruary. Similarily it is possible to postpone some of the Valencia
orange quantities during the first half of May to the second half
of it. This will depend primarily on a number of variables that can
be affected by the price and the amount of fruits supplied during

that period.

But if it is impossible to postpone these quantities, then the
alternative would be to operate the factory on a second shift du-
ring the second half of January in order to process the extra quan-
tities of grapefruits. Similarily the second half of June to process

the surplus of Valencia oranges.

It is important to point out that the entire supply prograrme
has depended on the citrus crops of the Gaza Strip and did not in-
clude the West Bank’s crops. The reason for that has been explained
in section /2/ entitled Background and History. Nevertheless, it
is possible to use the West Bank crops as a future emergency al-
ternative if the situation needs it and if the Gaza productions have
a sudden and unexpected drop. This would also be possible if future
opportunities for the factory increase and if the marketing produc-
tion of the Gaza citrus increases to such an extent that it no
longer can provide the needed raw materials for the factory. This
is possible if the West Bank production can economically fit with
the requirements of the factory. If not, it can always be used in

cases of emergency to meet the market n2eds /or contracts/.

4.4. Cost of Raw Materials.

4.4.1. Unprocessed Raw Materials.

The main factor in raw material is the fresh fruits
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nezded fcr the industrialization scheme. The cost of these ma-
terials will constitute percent of the total cost of produc-
tion. Ir addition the economies of the factory depend directly
on this cost. Therefore, it is extremely important to know ex-
actly the cost of the fresh fruit because this is tied direc-

tly with the financial feasibility of the project.

Furthermore, the costs of other materials is to a large
extent fixed or, to put it differently, changing these costs
depends on the general policy and it is not up to the factory
administration to alter it except in as much as the suppliers
allow. Water and electric prices are stable and are determined
by the ruling government. The cost of oils, grease and cleaning
chemicals are determined by market prices. Therefore, the ma-
jority of discussion will concentrate on the cost of the citrus

fruit.

4.4.2. Cost of Citrus Fruit.

Despite the fluctuations in the prices of citrus pro-
ducts in the Gaza Strip, the general trend during the past five
years has been a decrease in the rate of 10 - 30 percent depen-
ding on the brand. /See Table below /. Nevertheless, the prices
of the B4 - 85 season have registered a considerable increase
in prices reaching as much as prices five years ago. This in-
crease is considered extraordinary to a large extent. This
has been the result of negative influences of the internatio-
nal production market which has decreased the supply and there-
by raised the price. However, it is expected that prices will
return to their natural dropping rate. Yet despite this fluc-
tuation in the prices, there is a conscant element which can
be depended upon and that is the cos{ of production which never

drops bLut increases by more than 2 percent yearly.

The table below shows the average price of citrus fruits
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exp.rted to packing factories in Gaza during 80/81-84/85 in

Jordanian Dinars per ton /1/.

| 1 [ | 1
| YEAR l SHAMOUTI | VALENCIA | GRAPEFRUIT | LEMON |
|

l 1 I | l |
| i [ | | [
l80/81 | 40-60 I 40-75 I - | 50-70 |
| | | | | |
|81/82 I 40-55 |  30-40 | - | s0-72 |
}82/83 | 50 } 30 { 10-15 E 40-45 }
|83/84 | 30-35 | - 43-45 | 10-12 |  40-50 |
| | | | | |
I84/85 | 38-40 l 48-50 28-32 35-40

1 | ! | | |
v 4

Source: 1. The special survey sheet.

Also we can see that there is a variance in the prices

during the same season. This is for two reasons:

1. Supply reriod which is ccrnected to the size of the supply,
usually means that the price at the beginning and at the
end of the season are highest.

2. The quality of the product between one producer and another.
This means that prices are determined by the quality of the

products, its size and the effects of picking.

Effects on Citrus Prices:

The costs of production is considzred the main factor in
determining the base price that can be expected. Since the
aims of this factory is to produce the citrus in such a way
that will bring better prices and profits to the farmers, then
the first basic rule is to guarantee a price that will not
bring tne farmer a loss. Although this goal seems idealistic
we have to always keep in mind that the possibility of the

price dipping lower than the cost of producticn is possible.
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It is also necessary to keep in mind that the cost of pro-
duction is the bare minimum price of the raw material. There-
fore it is important to know this cost. Many studies have been
conducted to determine the cost of production /this paper has
reviewed these studies and after analysing them and discussion
with citrus producers and agriculture experts we have To come
up with the foliowing results/ based on the averages of pri-
ces for the different seasons and that the cost of the produc-
tion of a dunum of land was equalled to the cost of the pro-
duction of one ton. These prices also do not include the ini-
tial costs and the costs of the rent of the land or the admi-
nistration costs provided by the landowner. Furthermocre, the
cost of exports do not include the cost of packing and trans-
port. This is because we are trying to find the base produc-
tion cost which will be the cost of sending the citrus to the
juice factory. In this case “he money saved frcm not having to

market the production will be like an indirect profit.

Average of Production Cost for the Citrus Rrands in Gaza Strip.
/$]ton based on 1981-1984 prices/

&

" f i ! T 1
|variety  suamouTI | VALENCIA | GRAPEFRUIT | LEMON) AVERAGE |
|Cost Ttum . | -
I 13 | | | I
|Mechanical| | | | |
dork 7 9 | 9 8 8.3
| |
| Fertili- I | | !
zer¥® | 28 | 300 13.5 | 31 l2s.6 |
water™ | 29 | 34 35 | 32 |3s.5 |
Labour | 28 | 32.5 | 27 | 28 l2g.9 |
Picking |  15.5 | 16 15.5 | 19 l16.5 |
Trans- | | | l | l
| port | 2.5 2.5 2.5 | 2.5 2.5
I | | i | | |
TOTAL: 110 124 102.5 '120.5 '114.3

% - Decrease in spending on fertilizers for grapefruits is an
indication of farn .rs carelessness to this fruit because
of its low returns.

xx -Differences in cost of water depends on the difference in
the production per dunum.
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These figures can be considered reasonable keeping in
mind that the Israeli factories pay US$ 90-100 for each ton
of Gaza citrus products. Similarily the research by Bertusi

prepared a few years ago gave the price of US$ 80-90 per ton.

It is unexpected that these costs will change. On the con-
trary they will rise at a rate estimated at 2 percent a year.
It is necessary that we take this into consideration when we
calculate the cost of raw products, with the possitive impact
that the establishment of the factory will have on citrus
prices in the future. It is therefore expected that prices will
rise until they reach the international level. This might not
happen right away but ic¢ will start during the first season
after the beginning of the factory and will continue so during
the first two years. Prices, however, will stay relatively
the same as the last year and this will be a good opportunity
for the factory to face marketing problems that will face it
considering that it will produce a new product for the consu-
mer. This will also mean that the factory will have to set
prices that will encourage the consumer while at the same time
getting a profit that will cover the deficits that are expec-

ted if some of the items do not market well.

Citrus prices are expacted to double when the factory
opens but economic forecasts should not be based on this rise.
A relative adjustment needs to be made but we musc *take into
consideration that the factory will be using products of in-
ferior quality which are usually not as affected by price fluc-
tuations. Therefore, an adjustment of 5 percent after the third
year would be necessary. At any rate a number of considerations

must be kept in mind:
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1. The extent of the grade’s influence on the brand: A big
effect is seen as to the relationship between the price
and the size of the Shamouti oranges and grapefruits. But
Valencia oranges are les.: affected and lemons are practi-

cally not affected.

2. The climax supply period: It is clear that the extent of
the supply period keeps a stable price. But when the period
is short,large amount of fruits will pour into the market
thereby 1lowering the prices. Prices have a negative relation
with supply time. Lemons and Valencia oranges are on the
market for 75 days which means they are not hit with price
fluctuations. But the maximum period for Shamouti oranges
is 60 days which is considered an average period resulting
in some fluctuations. Grapefruits are available for a short

45 days which means that their prices drop drastically.

Expected Prices.

It is clear that the cost prices range from 102.5 - 124
dollars per ton. Due to fluctuations it is expected that Sha-
mouti oranges and grapefruits will be more affected in the
lower grades and less as regards lemons and lesser as far as

Valencia.

Similarily grapefruits” prices will be low because of the
short supply period thereby not giving it an opportunity to

obtain good prices.

What is important when we look comprehensively on the si-
tuation is that negative correlations will have a positive
result granting higher graded fruits better prices. And since
profits are determined by the production of an entire cdunum
with all its grades, then if the prices of the lower grades
were very low this will be offset by the rise in the prices of

the higher grades.
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Therefore the estimate of prices can be set as follows:

Shamouti US$ 90 - 100 per ton
Valencia US$ 100 per ton
Grapefruit US$ 80 - 90 per ton
Lemon US$ 110 per ton

These prices are close to the prices in which fruits from
Gaza were sold to Israeli factories during the past years,
with the exception on the 84/85 season when prices reached
US$ 120 per ton. This should not be taken as the rule but as
an exception since it was affected by the international in-
crease on demand of concetrated citrus juices that season.
To a large extent the prices paid by the Israeli factories will
be a stabilizing role because this can be considered as oppor-

tunity cost for citrus producers.

SCHEDULE 4 - 1
Summary Sheet ~— Production Cost: Materials and Inputs (US$)

TOTAL 3050540

Materials and Inputs Production Cost

Project camponents Carried Over

{ NO.‘ DESCRIPTION } FOREIGN  LOCAL TOTAL 1
l ! | |
{ 1 } UNPROCESSED CITRUS FRUITS ; 2390500 2390500 }
I 2 I AUXILIARY MATERIALS } =
| | a. Chemicals and Filters | 26000 |
1 b, Packaging | w0 |
{ } c. Cleaning Material | 20000 489040 489040 |
}3 I MAINTENANCE { 40000 40000 i
I 4 | UTILITIES | 131000 131000 {
I l |

{ 1 | ]
' T 1 )
| | l |
| | I |
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SCHEDULE 4 - 2
Estimate of Production Cost: Material and Input
ESTIMATE OF PRODUCTION COST
. L s . Unit Cost
Qty. Unit Item Description Local Foreign C(Cost$ Foreign Local Total
Unprocessed raw material:
Citrus Fruits
2500 TON Shamouti Oragnes X 95 237500 237500
150000 TON Valencia Oranges x 100 1500000 1500000
6000 TON Grapefruit x 85 510000 51000
1300 TON Lemon X 110 143000 143000
SUBTOTAL 2390500
Auxiliary Material
EST. EST. Chmicals - 15000 150000
2000 TONS Filter Papers 4 800C 8000
6 TONS Filtration Aids 500 3000 3000
PACKAGING
4400 250kg Barrels 5 22000 22000
70400 | 5 kg Tins 0.30 21120 21120
1430
million litre Cartons 0.10 134000 143000
8.564
million litre Cartons 0.03 256920 256920
10000 litre Cleaning Material 2 20C00 20000
EST. EST. Maintenance, 0il, Grease x 4000C 40000
UTILITIES
1.150
Thousandg Kwh Elec*ricity x 70000 70000
S0 3
Thousandg M Water x 6000 6000
900 TON Fuel X 5500 55000
et TR LTS T TP
TOTAL 305040
> oy aver ' oo o - - - -
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Chapter 5

LOCATION AND SITE

5.1. Political and Regulative Measures.

At present the choice of location and site for the propo~-
sed plant is majorly affected by regulative and political mea-
sures imposed over the occupied territories. The first step
towards insuring effective execution of the proposed project
is to secure, in written forms, the agreement of authorities
concerned on all elements related to project implementation

including licensing designs of buildings at a specific site.

It is quite obvious that governmental policies are not
in favour of encouraging industrial development, especially
when it involves utilization of local raw materials and resour-
ces. Hence, governmental involvement in rendering infrastruc-
tural services is limited to its very minimum - water and elec-
tricity supply, sewege disposal, roads, health and other ser-
vices. One of the major obstacles wculd be the administrative
services needed for securing licenses and other services.
Procedures at this level may require a relatively long time.
For these reasons, and of course for others, it is suggested
that location and site selection of the proposed plant be li-
mited within municipal boundaries. Regulative measures within
such boundaries differ to some extent, from those outside mu-
nicipal boundaries. Obviousliy a municipal council, provided
it is elected, does possess the powers, plans, budgets, and
responsibilities for community facilities and services. In-
frastructural requirements necessary for community facilities
and services. Infrastructural requirements necessary for in-
dustry are more likely to be present within municipal boun-
daries. Some municipalities do even have master plans for
development; or at least have some directives as to classify-

ing and servicing industrial zones. Furthermore labour as well
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as housing and other necessary or recreation services are more
likely to be available within municpal boundaries. Cost of land,
however, is obviously tc be much higher than lans outside mu-

nicipal boundaries.

Transport costs within the occupied territories are not
considered to have a major impact on location nor would it in-
volve significant cost element to be considered as a limiting
factor for site selection. Though transport costs are by them-
selves high as related to other countries since fuel costs are
higher, length of the occupied territories from Gaza - being
the furthest southern location -~ to Jenin in the north, does
not exceed more than 200 kilometers, while width of the occup-
ied territories from Gaza at the western sea shore to the arm-
istice border bridges at the Jordan river in the east does
not also exceed 150 kilometers, sea and air transportation is

limited to Israeli ports.

Costs of transport to Jordan are determined according
time spent for shipment rather than kilometers covered. Thou,,
length of roads from Gaza to Amman is less than 200 kilor rs,
yet it takes a whole 24 hours for a round trip and sometimes

more, due to Israeli security measures.

Three major determinants of locational selection are water
and electricity supply and disposal of effluents. The first two
determinants are almost totally controlled and supplied by the
Israeli authorities. Water allotments need to be agreed upon,
in written forms, before any action can be taken in the plant
implementation program. Quantities needed should be alloted
for a long period of time. Should the Gaza region be selected
as the appropriate site for the proposed plant, more emphasis
need to be put in connection with the water supply. Water in
this region is considered relatively more conserved than the
West Bank. In major townships electrical power supply though
connected with the Israeli national grid, yet it is administe-

red by respective municipalities. Unit costs, however, do not




differ much from one municipal location to another. But con-

tinuous and adequate supply of electricity may differ accor-
ding to location. Some municipal lucations, therefore, have
to be omitted. A stand-by generator, on the other hand, may

well be considered of a significant value to the plant.

In spite of the absence of sewege water canalization
schemes in most locations, water disposal of the proposed plant
could be utilized - after treatment - for irrigation. Hence,
site selection may be influenced to be somewhat close to an
agricultural region; investment in water disposal may then be
justified. The organic waste of the proposed plant include
citrus peels, pulps, seeds, and rest of filtration amterials
-~ and perhpas other fruit residues in future, all of which have

a high nutritive value. Demand on such material is more than
supply.

Liquid and solid waste disposed then is considered of
economical value and constitute a source of income to the pro-
ject which may justify and perhpas cover the relatively high

investment costs involved for treatment of effluents.

Gaseous emissions are considered as safe in terms of
their quantitative noxious effects or environmental pollution .
The necessary steam boiler is of 4-5 tons steam per hour; and
it consumes about 0.2 tons mazot per hour. The light, number
/5/ mazot used includes 2.8 percent sulphur. Gas resultants
from the chimney - 10 meters high and half a meter diameter -
include ten kilograms of SO, per hour. The SO, level in the
air in wind speed of 10 meters per minute - normal weather -

will be 0.3 - 0.4 p.p.b. at a distance of 100-250 meters.

In so far as noise level in concerned, the proposed
plant is not considered as a source of unfavourable or unbea-

rable noise. Because all noise sources will be located inside
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buildings, it is possible to determine the noise level near to
the factory fence to be as 30 decibels. Technically this esti-
mate is considered as tolerable. Table /5-4/ classifies noise
level of each department of theplant. In this respect, oue is
inclined then not to include estimates for compensating neigh-

bours.

Alternative Locations.

Five locations are considered as possible alternatives

for selection of the proposed plant site.

A. Tulkarm - north-west of the West Bank.

B. Jericho - furthest east location, close to boarder bridges
-armistice line with Jordan.

C. Jerusalem-Bethlehem zone - at the very heart of the occu-
pied territories.

D. The Gaza Strip - at the center of citrus plantations.

E. Gaza town.

All of these locations do have the infrastructural faci-
lities needed, and each possesses its merits and pitfalls.
Except the Jerusalem-Bethlehem zone, all other locations are
close to citrus plantation areas. Tulkarm region includes
about 17.000 dunums of citrus groves. Citrus area of Jericho
is around 4.000 dunums. The Gaza Strip, as was indizated in
Chapter 4, is the major citrus producing location /65.000 du-

nums/ and is considered as the main problematic area.

In considering West Bank locations, it is clear that they
have a special impact in terms of satisfying legal needs for
export to the Arab world. /Chapter 3 dealt with the issue and
suggested solutions/. Tulkarm may well be disregarded at the
very beginning because it is located at the rarthest corner
of the West Bank. Transport cost of raw materials as well as
finished products will certainly be higher than any other loca-

tion.
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Jericho is suitable for export purposes, but weather con-
ditions and the scarcity of labour force leave Jericho as sui-
table for storing finished products rather than as a site for

the proposed plant.

The Jerusalem- Bethlehem zone may be viewed as a possible
most suitable location in the West Bank. But it should be con-
sidered only after negotiations fail to establish the plant
in Gaza. In so far as infratructural facilites are concerned,
this location possesses such facilities with even relatively
lower costs. Water and electricity supply, sewege disposal,
and the possibility of utilizing sewege water and solid mate-
rials disposed, are far more economical than any other loca-
tion. Second, should the proposed plant be considered as a
multi-purpose plant for processing citrus, grapes, and plum
Jjuices, Jerusalem-Bethlehem zone is central in terms of raw
material localities. It is a hundred kilometers far from Gaza
and Tulkarm /where citrus groves are/, in addition it is in
the midst of vineyards and plum plantations of the West Bank -
80 percent of the vines and 70 percent of the pums are concen-
trated in this region. Third, this zone is so close to major
local markets /s:e Chapter 3/, and is presumed to have less
legal and political constraints in so far as export markets are

concerned.

Though the Jerusalem-Bethlehem zone has more merits than
the Gaza Strip itself, yet the complicated and unpredictable
situation of the occupied territories may imply considering
the Gaza Strip location as more suitable, especially when one
to consider the possibility of future seperation of the Gaza
Strip as it had been the case prior to the 1967 war. It may
be even more likely to emphasize the need for two separate
plants for each region for processing citrus and other fruit

Juices.




The final choice of Gaza Strip being the most suitable
location for the establishment of the propcsed plant can be

justified by the following merits:

/a/ Marketing problems of fresh citrus fruits are more pre-
vailent and more pressing in the Gaza Strip than in the
West Bank.

/b/ Gazan citrus groves are nearly three folds in area as com-
pared to the West Bank.

/c/ Citrus varieties are not diverse and more concentrated in
almost one large location.

/d/ Gazan citrus producers and dealers do have more interest
and more financial ability and readiness to invest in such
a project than West Bankers.

/e/ Marketing and administrative expertise, as well as other
silled and semi-skilled labour force, and more apt to be
found in Gaza for this specific industry than the West
Bank.

/f/ A company has already been formed in Gaza for this specific

reason.

Within the Gaza Strip, two possible locations may be con-
sidered: The first within the Gaza city boundaries, and the
second in the middle of the Gaza Strip, horth of Khan Yunis
town. In the second location, most of the refugee camps are
present, from which labour force could be utilized. In addition
three citrus packing and grading houses are located in the vi-
cinity. And third, the area is central in terms of citrus fruit

production.

In spite of such merits, Gaza town itself seems to be
more relevant for the site selection. All facilities and merits
cited for the Gaza Strip location can be applied to Gaza city.
Second, Gaza city is only few kilometers away from the central
part of the Gaza Strip. Third, and perhaps more important,

the city of Gaza is the capital of the Strip in both economic
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and socio-political sense. And, as was indicated earlier, in-
frastructural facilities and easier regulative measures are
most apt to be present within the city boundaries than in any

other location.

The Choice of Location.

Within the municipal boundaries of the city of Gaza, one of three

locations can be chosen as a possible site for the plant.

The first is in the eastern end of the city within the present
industrial zone. Similar plants already exist in the area for
packing and grading citrus products. In addition, a soft drink
plant and a citrus packing house for the Arab Citrus Company
/which is initiating the juice plant/ exist there. It would be
possible to use the same facilities owned by the company or
theland next to it. The existing infrastructure that is hooked
to the plant like sewage, water, electricity, and roads can

be used. Another tempting aspect is the presence -~ nearby -

of a packing and grading citurs plant. This means a substantial
transportation cost reduction since the raw material can be

transferred directly without transporation or warehouse costs.

By the same token, several possible locations with simi-
lar advantages can be chosen next to, or in almost all citrus
packing and grading houses. Although the process of selecting
a site for the plant, according to the previous possiblities,
seems to take less effort and involve a mere evaluation of
each site in purely economic terms, yet one is inciined to eli-
minate such seemingly perfect possibilities and choose a dif-
ferent location to citrus packing houses. The following two

main reasons may justify this inclination:

/1/ It is better to choose a neutral spot without any connec-
tion to a specific pakcing house.

/2/ Agriculture policy in Gaza and its future.
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Since there exists many different people and groups in
Gaza who are directly involved and interested in having a
juice plant near them, choosing a neutral site will help avoid
future problems some of which will mean the end of the detri-
ment of the plant. Such differences can reach the climax of
a boycott by other packing plants. And so as part of a socio-

economic outlook, the sensitivities of people is important.

The second reason is also important. Although no policy
governs the agriculture and economic situation, the Gaza muni-
cipal council commissioned an advisory company in 1978 to make
a master plan for the city. /1/. The plan which was ready in
1982 provides the general outline for the development of the
city in all aspects, particularly the packing of citrus pro-

ducts and general farming industrialization.

The city council which commissioned the plan has been
removed for pnlitical reasons, but the master plan is expected
not to be permanently ignored, although it is presently fiozen.
This study will be biased in favour of the master plan”s re-

commendation as far as the plant site is concerned.

The mester plan calls for cancellation of existing bu-
siness licenses which are not compatible with the zoning regu-
lations. The plan designates more industrial zones to be loca-
ted. The master plan allows for three indsutrial zones in Gaza

city:

/a/ A zone south-west of the city. The plan suggests that this
zone be used for light industry that will not pollute the en-
vironment.

/b/ The present zone in the north-east of the city: This zone
already contains mechanical shops and garages. The plan calls
for this zone to be used for polluting shops and shops that
cause a high cliber of noise.

/c/ The zone in the south~east of the city: The zone contains

garages and the plan suggests that it remains for this purpose.




According to this plan, which can be considered a general
policy /which is a probability for the future/, the first zcne
in the south-west of the city should be the site for the plant
because it is a light industry as the plan calls for. This
should be done regardless if the plan is officially approved
or not. The possiblity for this is feasible. Land is that zone
is availavble from private owners. And if the plan is offi-
cially approved, then municipality owned land would also be

available.

Local Conditions.

The first zone /A/ is one of ten areas within the munici-
pal boundaries of the city of Gaza. The site of the area is
470 hectars, nearly 14 percent of the total area of the city.
Of this area 170 hectars will be used for housing, and the

rest /300 hectars/ for public services and industrial 2zone.

Area /A/ is full of sand hills in the west of the city.

Thearea is 15-25 meters above sea level. It is connected with
the sea coast with a one kilometer long street. On the east,
it is connected by many roads to the main highway, 7 kilometers

long, which avoids the center of town.

The sandy land needs a foundation of special specifications.

The soil must then be tested before construction.

The main infrastructure is available as part of the servi-
ces provided by the city. This includes electicity, water
streets, an electrical hook-up, and a main water connection.
Sewage can be hooked up to the main system which runs westward

to the area near the sea.

5.5. Climate Conditions.

Gaza“s position on the world map - earth grid - is 34 de-
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grees, 28 minutes latitude, and 31 degrees, 30 minutes east-

ern longitude.

In so far as climate is concerned, nearly all the occu-
pied territories form a part of the Mediterranean zcne. But
weather conditions differ from one region to another depending
on many factors like altitude, exposure to marine influence,
and wind directions... etc. It can be fairly stated taht the
country lies in a typical climate of rainy winter and a com-
pletely dry summer. The north part of the Gaza Strip is in-
fluenced by the weather of coastal plains, while the south

is influenced by the Negev weather conditions.

Temperatures are moderate all over the year in Gaza as a
result of its exposure to the sea. Its mean temperature is 20
degrees, with January being the coldest month, and August the
hottest. Gaza climate enccurages citrus fruit plantations and
other sensitive to cold crops, since there is no danger of
frost. As a rule , snow or hail is not prevailing in this re-

gion.

winds: In summer strong winds are absent and the air move-
ment is restricted to breezes. But at the advent of winter, the
whole country enters the zone of "westerlies" and their typical
cyclones which generally move in a west - eas*t direction. Move-
ment of cyclones and anticyclones cause an approximately regu-
lar change of wind directions. Wind blows first from the north-
east and later from the south-east. After that, winds change
direction and come from the sea int he south-west, and then
they blow to the west and north-west and finally again to the

north-east.

The rainy season in Gaza, like the rest of the country is
short. Rainy days per season range from 30 days in the south
to 40 days in the north. Seasonal rainfall ranges from 200 mm.
- 400 mm., with a mean average of 370 mm. Gaza in general is
considered as a drought region, especially in the south-east.

Table, shows temperatures and rains in Gaza.
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SCHEDULE 5-3
° Estimate of Investment Cost : Land
r T
| ESTIMATE OF INVESTMENT COST |
F x
| L a n d |
No.} Qt. { Unit { Item Description {Local} Unit Cost{Total Cost}
| [ [ r 1 | 1
| 1. : 10 = donums } LAND { x { 15.000 = 150.000 }
S 1 — } }
P | - | I
I | 3 | % | TAXES | x | 15.000 | 4.500 |
| | I I | I I
[ ) [ I P 1 1 1
| } 1.5 = % ’ LEGAL EXPENSES } x { 1.500 { 2.250}
e — . — } I
P | L | |
I | 2] % |  UNFORESEEN I x| 1.500 | 3.000]
L | I | | |
f 1 i | [ ) |
, | I I | | | I
| } | | TOTAL l I ' 159.750 |
b I | )
SCHEDULE 5-2
Estimate of Production Cost: Land
ITEM DESCRIPTION COST | Us$

Annual Storage Rents

Cold Storage - Jericho 3.500
Cold Storage - Jerusalem 5.000
Cold Storage - Amman /optional/ 6.000

TOTAL : 14.500
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SCHEDULE 5-3
Monthly Mean of Daily Maximum and
Minimum Temperatures - 10 miles Near Gaza

and Average Rains

Several Years Mean

Temperature
S exo o eneer Ml
'Humldlty 1
¥ T
| 70 1 16.8 7.7 84 9 |
| 68 2 19.9 8.5 57 8 |
| 64 3 22.8 11.5 45 9 |
| 65 4 21.5 10.4 10 2 |
| 59 5 27.3 15.1 4 1 |
| 62 6 30.3 18.5 - - |
| 64 7 29.3 18.7 - - |
| 67 8 30.0 19.6 - - |
| 66 9 29.8 19.6 - - |
| 64 10 27.1 16.8 14 2 |
| 70 11 23.6 13.0 66 6 |
| 65 12 20.6 9.1 88 8 |
l |
| |
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Chapter 6

PROJECT ENGINEERING

6.1. Project Layouts.

On the basis of both supply and production presented in
previous chapters, the following project was formualted with
a capacity that meets both input and output. Machinery, equip-
ment at 1 technologies are selected to process juices of citrus
fruits, oranges, lemons and grapefruits. It should be noted
that since the industry will deal with food for human consunp-
tion, and presumably local technical know-how is still in it.:
early stages, then the most modern equipment and facilities
have to be selected in order to ensure production of a uniform
quality under sound sanitary conditions, and which will be less
dependent upon a skilled labour force /though provisions have

to be made for selecting and training personnel/.

The layout and descripticn which follows is considered as
a preliminary aspect of the project. It is not a detailed de-
sign ready for implementation, since several steps for the es-
tablishment of the plant have to be taken. Such steps cannot
be decided upon at this stage of the study, and have to be con-
sidered only at later stages, where all decisions regarding or-
ganization, location, staffing, funding and other legal steps

are being finalized.

The selection of equipment, in this study, is based upon
British /APV/ and Italian manufacture. Other international
equipment was not considered [or various reasons such as high
costs in terms of rate of exchange and/or shipment costs. Sup-
ply is subject to lease basis, or highly automised and compu~
terized, etc. It should be noted, however, that certain items,

such as storage bins, piring conveying equipment may be locally
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manufictured. This will be a matter for the owners to decide,
and accordingly will be the detailed design. The pages to follow
will illustrate by drawings the system of machinery incorpo-
rated and give explanations of the process apd estimations of

costs.

The suggested main products of the plant are /a/ natural
citrus juices and /b/ citrus juice concentrates. But the con-
centrated citurs juice can be either marketed as such, or be
used as raw material for citrus drinks, mixes, nectars, car-
boanted citrus drinks, etc. It must also be remembered that
the equipment suggested can produce other fruit juices, espe-
cially tomatoes and to some extent grapes with some additons or
adjustments. Neither of both products will be discussed in de-
tail in this study, nor will it be considered in cost estima-

tions.

Essential oils that are extracted will be re-used to re-
cover the natural aroma and flavour of the juice. Pulps and
peels may produce more juice of low quality, or may be processed
as marmalades or candied citrus peels, or be sold for cattle

feeding.

Pure natural citrus juices and concentrated citrus juices
have been slected as the main products of the proposed plant,
according to the following justifications: /1/. The proposed
products will presumably face less competition at both local
adn export markets. /2/. The production does not involve addi-
tions of preservatives or additives, hence such production
needs less technological know-how. production of other types
may be considered only after the plant has established its
footprint on the industry and the market. Natural juices and
concentrated juices can be stored for at least six months and
two years respectively at room temperature without any sings

of deterioration or change of flavour.
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6.4.

Plant Capacity.

A capacity of 5 tons per hour is considered to be the sma-
llest economic unit possible. According to raw material, how-
ever, and market demand analysis an amount of 25 tons per hour
is suggested. At early stages of the proposed project, the
plant will be operated mostly for one shift per day, six days
per week and 24 weeks per seasons. Accordingly, working shifts

per season are:

6 days x 24 weeks = 144 shifts;

One working shift: 25 tons x 8 hours = 200 tons/shift;
Efficiency 80% : 200 x 0.8 = 160 tons/shift;

Citrus fruit capacity: 160 x 144 shifts = 23.040 tons/season;

Therefore, an amount of 25.000 tons/season is required.
Essential oils /0.1 - 0.2% oil/:

160 tons/shift = 240 kg oil;

Fine juice 35% and pulp juice 5% :

160 tons/shift = 56.000 litres juice + 8.000 kg pulp;
Fruit peels /60% peels/:

160 tons/shift - 96 tons peels

Concentrated citrus juice = 1.452 tons

3.565 tons

12.590 tons.

Natural juice

Peels

From peels juice base can be produced by crushing peels.
The base may be used for mixing with concentrated juice to

produce drinks.

Machinery and Equipment.

6.4.1. Since the plant will produce, at least during the first

two or three years, only high quality natural juices and concen-
trated juices, then the selection of juice extraction machine
should be of primary concern. Several juice extractors are em-

ployed by different international manufacturers; the goal is
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to remove as much juice as possible from the fruit without
grinding up the pulp or extracting juice from the peel. Some
extracting machines cut the fruit into two halves and remove
the juice by reaming or by pressing. Other extractors insert

a tube through the peel of the fruit and, by squeezing the
whole fruit, force the juice out through the tube. A third
type of extractor squeezes the whole fruit. This third ma-
chine is recommended. One type manufactured in Italy, namely
the polycitrus machine type ZX2-M15. The selection of this
tyre may be justified on the grcunds that it has the following

advantages:

1. It is compact, has comparatively low costs. It is also

possible to be purchased on a credit basis.

2. The line is provided with a self-selecting device to ex-
pel rotten fruits, while high quality products are extrac-

ted. Labour costs, then, will be reduced.

3. It can process fruits of any size simultaneouély, thus it
is more suitable for the suggested project that is dealing
with different sizes of raw material /citrus fruits/. This
will lower the cost of labour and save the time required

for sorting.

4, It consists of a comb. w@:ion of two units arranged in cas-
cade: one for the extraction of essential oils by rasping
the outer surface of the whole fruit; the other for the ex-
traction of juice. This method of extracting essential of
juice. This method of extracting essential oils makes it
more convenient for the juice extractor to obtain more ju-

ice without endangering its quality.

The de-aerator, pasturizer and evaporator should be
carefully selected from a well-kno/m, reputable manufactu-
rer, since in these processes the quality of the product is

determined.




The evaporator is the main machine in the concentra-

tion section. Various types of evaporators are available
using different methods of concentration /evaporation/ but
the most widely used at present are the plate tv-: and

the falling film type. Both are high-temperature short-
time distillation types. The plate evaporator, however,

is suggested for the proposed project. It is efficient in
steam use, and easy to dismantle and clean. It can be pur-

chased from the UK or Italy.

The filling and packaging machines have to be consis-
tent with the capacity of the plant, and need not be highly
automized or computerized to allow for a moderate margin

of labour force to be employed.

Some of the other necessary equipment may be locally
manufactured in Gaza, and some may be obtained from Isra-

el. This is a matter for project sponsors to decide.

6.4.2. Fruit Handling System.

PR

25.000 kg per hour.

1 Reception Bin: 7.000 kg capacity. Below truck offloading
ramp. Fabricated mild steel. The factory
will have a built-up ramp sloping to the
reception bin. Alt: Hydraulic ramp to lift
the delivery truck as required.

Note : The reception bin may be beiow ground le-
vel to facilitate offloading the trucks,
but if this can be avoided it is advisa-
ble as the resultant dump is inevitably
difficult to keep clean and dry. The bin
will have shallow vertical sides, below
which are sloping sides, narrowing to a
base opening over a conveyor which feeds

the fruit from the bin to the first elevator.




2 Belt conveyor:

3 Elevator

4 Bin Top Con-
veyor :

5 Storage Bin

Note

6 Bin Discharge:

7 Fruit Washer :

8 Belt Conveyor:

Note
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Baffles are required in the bin to prevent
overfeeding this conveyor, and a feed con-
trol gate should be fitted. The conveyor
and elevator should be of a capacity and
geared to empty the recepticn bin quickly

to prevent trucks waiting.

50.000 kg per hour. With feed control de-
vice to elevator.
50.000 kg per hour. Chain of long, shallow

buckets feeding bin top conveyor.

50.000 kg per hur. Distributing to length

of storage bin battery.

: 300.000 kg /300 ton/ total capacity of

angle iron with strong wire mesh panels.
Fitted with baffles to minimise fruit da-

mage .

: Those silos may be reinforced by concrete

construction with heavy panels, or of gir-
den construction with heavy wire mesh pa-
nels. A system of baffles is required to
prevent damage to fruit during filling. The
total capacity of these bins should be

at least one and a half days through put.
25.000 kg per hour. Served by gates from
bins and feeding sorting table.

25.000 kg per hour, with counter revolving
brushes and water sprays.

25.000 kg per hour for drainage and feed to

elevator or oil extractor.

: /a/ From the bases of the silos, controlled

by gates, is the feed to the belt conveyor
for discharge to fruit processing.
A fruit washing machine follows where ei-

ther the oranges are jostled through a




water tank or are subjected to sprays while being
brushed with revolving brushes. The washed /sor-
ted/ fruit is then conveyed by elisvator to the
extraction section of the factory.

/b/ Most of this equipment may be manufactured

locally.

6.4.3. Juice and 0il Extraction Section.

The belt conveyor from fruit preparation section

/handling system coming to oil extractor/.

Polycitrus machine type ZX2-M15 integrated unit for

the extraction of essential oils and juice from all kinds

of citrus fruits.

The unit can process citrus fruits of any size simul-

taneously without any previous sorting of sizes.

1.

2.

Hopper to receive the fruits complete with a dosing devi-
se Lo introduce the fruits into the machine.

Paddle transporting chain to push the fruits through the
machine.

Water ciculation system consisting of a suction basket
filter, a centrifugal pump, a flowmeter, sprayers and
connecting piping.

Six rasping cylinders coated with a rasping plate and
driven by a speed regulator.

Collecting tank to gather the water-ocil mixture with a
built-in screw conveyor to expel solid waste.

Finisher for the water o0il mixture consisting of three
filtering stages and screw press for the separation of
solid waste.

Chute to convey the de-oiled fruit to the juice extrac-
ting section.

Juice extracting section complete with a device to adjust
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the squeezing pressure, juice collecting tank, two
screw conveyors to expel peels, juice outlet groove
and external tank for juice.

9. Staircase and platform to inspect *he machine.

10. tlectric motors and centralized electric panel /20kw/.

6.4.4. Natural Juice De-aeration and Pasteurisation Section

and Filling Line /5.000 to 10.000 litres per hour/.

1. Float balance tank controlling flow from natrual juice
reception tanks.

2. Vacuum pump for de-aeration section of pasteuriser.

3. Plate heat exchanger pasteuriser accomplished, de-aera-
tion, high temperature, short time pasteurisation with
automatic flow diversion.

4. Filling machine: carton /pure pack/ filling machine of
5.000 litres ver hour for 1 litre, 0.25 litre carton
containers /fresh juice/ and 5 kg galvanized tins
/concentrated juice/.

5. Carton/can seaming machine to match output.

6. Carton/can cooling machine.

7. Carton packing machine.

Note: /a/ The cooling tunnel machine can be combined for
the two filling lines.
/b/ The packaging system f( ~ finished .products into

cartons will be done semi-automatically.

6.4.5. Concentration Section.

"The most important technological peoint in fruit

juice manufacturing is how to treat the fruit without losing
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the natural flavour, colour and taste of the original
fruit" /1/. Selection of the juice evaporztor is then the
most important item in the whole process of juice manu-
facturing. It is recommended, therefore, to select only
an internationally, highly reputed evaporating device.
",.. practically all modern citrus processing plants use
TASTE evaporator... /it/ eliminates problems of gelation
and bacterial buttermilk flavour... /it/ operates on the
principle of high temperature, short time exposure of a
thermally-accelerated descending fog, followed by a sepa-
ration of liquied and vapour. This effect may be repeated
from three to six times. The heat source is low pressure
steam applied in the last preheater and first effect tube
bundle. Vapours that are evaporated from the first effect
become the heating medium for the second effect and so

on..." /2/.

Since the proposed processing plant will be oriented
at least for the first two seasons, towards producting on-
ly natural high quality juices and juice concentrates as
its main output for marketing, the evaporating machine, as
described, will help overcome the problem of shortage of
trained manpower. This does not mean that the factory needs
no experienced technologies and other skilled production
personnel. As is indicated in Chapter 8, perhaps it is
advisable to hire the expertise of a foreign technologist

for one year together with a local counterpart.

The suggested evaporator is of 10.000 litres per hour

intake. The sequence of concentration is as follows:

/1/ - How to Start Manufacturing Industries - Concentrated
fruit juice making plant. Paper prepared by the Japan
Consulting Institute and reproduced by UNIDO: File No.
1D/562/12 UNIDQ, Vienna

/2/ - Crange juice processing, storing and packing in Flori-
da - by C. Reed Sutherland, General Foods Corporation,
Proceedings International Society of Citriculture,
1977, Vol. 3.




- 113 -

Float balance tank controlling flow from natural juice
reception tanks.

Plate heat exchanger pasteuriser without de-aeration,
accomplished high temperature short time pasteurisation
and quick cooling to maintain flavour excellence.
buffer tank to regulate flow to evaporator.

Reheater /heat exchanger/ to give optimum evaporate in-
let temperature.

Evaporator, triple effcrt. Qutput to be cooled for
slush freezing or may be reheated for hot filling.
Pre-cooler before slush freezing.

Slush freezer from which output can be filled into cans

or cartons.

Note:

/a/

/b/

From the natural strength juice reception tanks, juice
for canning or carton filling at single strength is
de-aerated and pasteurised in the purpcse plant, en-
suring retention of natural flavour and high quality
product. Hot filling in the containers is the logical
sequence with tunnel cooler.

Provision may be made at the pasteuriser to draw off
Jjuice at a suitable temperature for the evaporator,
but if natural juice processirg and concentration are
to proceed simultaneously a separate heat exchanger is

required for this duty.

Of the various systems of juice concentration the plate
evaporator must be considered the foremost. It is em-
ployed in different kinds of fruits, compact machine
and efficient in steam use, easy to dismantle and
clean.

Concentration is generally 5 to 6 fold, into the region
of 65% to 70% total solids in the case of orange or

45% in the case of lemon.
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After high concentration blending back of unconcen-
trated juice ensures a product high in antrual fla-
vour. In this case a blending tank must be added

after the evaporator and the blend subsequently pas-

teurised before hot fillings.

Alternatively, of frozen concentration is desired,
the evaporator is followed by a pre-cooler and slush

freezing plant before packing.

To concentrate 10.000 lt/hr of orange juice at 10%
TS to 1538 kg/hr of product at 65% TS other duties

considered are:

ORANGE JUICE 10 - 65% TS
GRAPEFRUIT JUICE 10 - 65% TS
LEMON JUICE 7 - 45% TS

For economy of steam and quality of concentrate, flush
cooling to 20 C automatic brix control and aroma reco-

very are recommended.

STEAM PRESSURE 10 kg/sq cm
COOLING WATER 27 C
CHILLED WATER 1.5+ 2¢C

Process Description. (Appendix &)

Feed is pumped forward from the balance tank to the
preheater where it is successively heated to 79 C with con-
denser water, first and second effect condensate, first

effect product /regeneration/ and hot water.

The feed then enters the second effect evaporator,
where the concentration commences using vapour from the
first effect as the heating medium Product and vapour
pass cnto the second effect separator, vapour leaving by
the top outlet is ducted to the third effect heater.
Concentrate is pumped to an inter-effect heat exchanger
where it is heated up to 90 C using hot water. The con-
centr-te then enters the first effect evaporator where
evaporation takes place, using steam from the thermocompre-

ssor outlet as the heating medium,Product and vapour pass
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into the first effect separator where vapour leaves via
the top outlet and is ducted to the second effect heater
and product leaves and is pumped through the regenerative
section of the preheater before entering the third ef-
fect evaporator. Here evaporation takes place using 90%
of the vapour from the second effect. The condensate and
remaining vapour, which is rich in fruit juice aromatics,

enter a sepairator associated with the aroma recovery unit.

The condensate is pumped away and the vapour con-

tinues through the aroma recovery unit.

The concentrate and vapour from the third effect
pass onto the separator and the vapour passes to the
shell and tube condenser, while the concentrate passes
to the slush cooler unit where the final concentration
takes place in cooling the product down to approximately
20 C.

6.4.6. Auxiliary Equipment.

The plant needs some auxiliary equipment most of
which can be purchased locally. Such equipment includes:
installation of piping system, electricity supply and
a stand-by generator, CIP system /cleaning in place/, la-
boratory instruments, air compressor, steam boiler, coo-
1ing system, water treatment plant, sewage treatment plant,
trucks and fork lifts.

6.4.7. Service Equipment.

Such as:

/a/ The administration building which has to be furnished
and provided with typing, reproduction, computing and

other necessary machines and equipment.
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/b/ Provision for First Aid with all necessary facilities,
including a bed.

/c/ Fire extinguishers and other protective equipment.

/d/ Canteen equipment and utilities.

/e/ Cleaning utilities.

6.4.8. Primary Stock of Spare Parts and Tools for Maintenance.

Though spare parte &end major maintenance are avai-
lable in the local market, yet provisions are made to have
a supply of spare parts for easilby damaged equipemnt.
Some other equipment may be needed before or during
rating the plant.

Estimated equipment costs are shown in Schedules 6-2
and 6-3.

6.4.9. Plant Operating Conditions /Concentration Section/.

Feed rate 10.000 kg/h

Product rate 1.538 kg/h

Evaporation rate 8.462 kg/h

Feed concentration 10% 1S

Product concentration 65% TS

Feed temperature to preheater 24 C

Feed temperature to evaporator 79 C

Temperature in first effect steam chest 102 C

Boiling temperature in first effect 88 C

Boiling temperature in second effect 77 C :
Boiling temperature in third effect 49 C

Product temperature 20 C .
Steam pressure at boiler 10 kg/sq cm

Condenser vacuum 88 mm Hg aps

Cooling water in 27 C

Cooling water out 40 C
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6.4.10. Services.

STEAM:
Hot Water 550 kg/h
Evaporator 2.250 kg/h
Augmentor 300 kg/h_
3.100 kg/h
WATER:
Condenser 115 cubic meters/h
Vacuum pump 2 cubic meters/h
Primary condenser 3 cubic meters/h
ELECTRICITY:
45 kw /installed/ 380 V
COMPRESSED AIR:
0il free 5 kg/sq. cm 1.5 cubic meters/min
CHILLED WATER:
10 cubic meters/h at 1.5 C 2 kg/sq. cm
6.5. Cost of Technology.
6.5.1. It has already been suggested that the careful sele-

ction of equipment may save costs of technology since necessary
technologies are embodied within the equipment itself. Proposed
products, on the other hand, are considered as primary products.
The need is for well trained personnel under the direct super-

vision of a highly qualified, experienced technologist.

But this argument it perhpas oversimplifying the whole




problem of technologies needed for future /not so distant

future/ prospectives of the plant. The plant is designed and
suggested for the development of the industry, satisfying the
needs of consumers and adding value to the production of ¢i-
trus in the Occupied Territories. And also it is aiming at
gaining some profits. Surely, profits will not be achieved from
primary products as will be the case when technologies are
employed for various blending, mixing and adding up to the
primary product to produce a new product that suits the needs

of some consumers.

6.5.2. High quality natural juices and concentrated citrnus
juices have been commercially produced for more than four de-
cades. Research is continuing in the field of citrus juices.
Some manufacturing corporations, such as Automatic Machinery
USA, are supplying and servicing machines on a lease basis.
This fact indicates the importance of acquiring the technolo-
gy.

The scope of citrus manufacturing technology extends be-
yond the mere objective of extracting "as much juice as possi-
3le from the fruit without grinding up the pulp and membrane
or extracting juice from the peel” /1/; in fact, machines have
already overcome this problem. Juice manufacturing technolo-
gies are dealing also with how to treat the fruit without lo-
sing the natural flavour, colour and taste of the original
fruit; and dealing with when to harvest the fruit, since brix/
acid ratio in the juice depends among other factors, on timing

of the harvest.

Technology also deals with packages and storage. But one
of the important aspects of technology is the ways, percentage
and means of mixing and adding acid, syrup, colouring, pulp,

etc. to the concentrated citrus juice /which is considered as
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raw material/ to produce various kinds of citrus drinks, squash,

nectar, etc.

6.5.3. There is some empirical evidence, on local markets,
and observational remarks of some Arab countries, that demand
on drinks and sweetened concentrated citrus juice is some-

what higher than pure natural strength juice and concentrate.
Let this not suggest that the proposed plant has to start with
drinks or ther varieties. It has already been advocated that
the plant will start with natural juices and juice concentrates,
since competition, especially in local markets, is much shar-
per on other varieties than pure natural juice and concentra-

tes.

6.5.4. It is advisable to grasp the opportunity of buying
technologies from manufacturing corporations. After all, tech-
nology is a commodiiy that has to be sold. Reliable sources
from the manufacturing industry /British and others/ expressed
their readiness to help in training a few individuals in their
respective processing firms. As much as these remarks are se-
rious, sponsors of the proposed plant must be ready to allocate
budgets for both training and huying the technology. Negotia-
tions on acquiring equipment might be conditioned and related
with training and future servicing together with acquiring tech-

nologies, all as one parcel.

Civil Engineering.

6.6.1. Total area needed for the proposed plant is estima-
ted to reach 10.000 sq. m /10 dunums/. Planning and preparing
blueprints for civil, sanitary, electrical, mechanical and
refrigeration engineering is recommended to be trusted to a
local engineering frim. Three to six months are needed for
accomplishment of this phase. Construction is also suggested
to be leased to a reputed construction firm on a contractual

basis.
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6.6.2. The following remarks are of special importance

for the unique situation in the Occupied Territories.

1. To ensure organized, continuous and uninterrupted production,
there is a need for storing fresh fruits. Extra storage bins
/300 tons - 1.5 shifts/ are recommended.

2. It is expected that, on some occassions and out the control
of the administration, production may exceed demand; or
that export products may face difficulties. To overcome such
difficulties and to ensure more efficiency in delivery, it
is suggested that provision for cold storage houses be made

in Jericho.

3. Since locations and site of the proposed plant will be in
the Gaza vicinity, tile flooring is a must for hygienic and

ecological conditions.

4. Material used for buildings is mostly available at local mar-
kets, such as concrete and cement blocks. Roofing of produc-
tion halls will be of asbestos on iron U-shaped beams. Other
buildings specified later in this Chapter are not different
than any other plant. Fencing, however, should be not less
than two and a half meters, for security reasons, preferably

to be of concrete walls topped with barbed wire.

6.6.3.

1. The area of the main production hall is 400 sq. m, 7 m high.
Basis of walls and floor should be of concrete to hold ma-
chinery and equipment.

2. The area of the filling and packaging hall is 400 sq. m, 7 m
high. Both halls should have tile floors and ceramic walls.

3. An area of 375 sq. m is needed for the cold storage and

another area of 250 sg. m for the warehouse. The energy room
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area is 300 sq. m. In this room, provision should be made
for concrete flooring to withstand vibration of machinery
and double walling to minimize noise.

4. Other buildings such as workshop, administration office, la-
boratory, cafeteria and guard’s room are built with availa-

ble building materials.

Cost estimates of civil engineering work are shown in Sche-

dules 6-4 and 6-5.

Emissions.

Since the proposed plant will produce mainly citrus fruit
juices and concentrates, the main raw material will be citrus
fruit during the season. Hence, waste ejected from the plant
would be /1/ organic waste, which includes pulp, peels, seeds
and what remains from the filtration materials and /2/ inorga-

nic waste, which includes sand and other materials.

6.7.1. Organic Waste.

The peels and pulp are organic material which have a con-
siderably high nutritive value. Demand for such material for
animal feed is strong to the extent that it is even higher than
supply. Thus such material /or part of it/ if not processed
may be emitted and render some revenue. The pulp is emitted
from the plant by means of a conveyor to a silo. The silo is
emptied into trucks twice or more each day. The estimated quan-

tities of waste emitted from tbhe plant are as follows:

JANUARY 100 = 140 tons/day
FEBRUARY 50 - 75 tons/day
MARCH 90 - 110 tons/day
APRIL 100 - 105 tons/day
MAY 180 - 200 tons/day
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6.7.2. Other Waste.

Solid waste rubbish is expected to result from cleaning
the machines, equipment, pipes, tanks, etc. This waste should

be disposed of by means of contracting a rubbish disposal agen-

cy-

6.7.3. Sewage Wastes.

Drainage piping has to be destinated to a sweage treat-
ment plant. A sewage treatment system should be constructed
with a capacity of 60 cubic meters per hour. The system inclu-
des:

/a/ A solid separation device /rotor strainer filtration/ to
separate solids with the size of more thatn 0.2% mm from
water. These solids will be emitted to a manure heap.

/b/ Sewage water will be collected in an underground pool in
order to settle the rest of the solids and tc provide
stron changes in the waste water going for municipal cana-
lization system.

/c/ Correction of pH and neutralization of sewage water by

means of adding acids and caustic /pH around 6 - 8/.

Cost estimates of the automated sewage treatment system
in Schedule 6-2.

6.7.4. Noise Level.

The noise sources of the plant are not different from
any other factory. All noise sources are located inside buil-
dings, hence it is possible to determine noise level next to
the plant fence as 30 decibels. This noise is tolerated and

there will be no claims for neighbours to be compensated by the

plant.
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6.7.5 Steam Boiler.

The steam boiler capacity is 4 - 5 tons per hour. Mazot
. consumption is about 0.2 tons per hour. The light Mazot number
S will be used, which includes 2.8% sulphur. The result of
chimney flow will be 10 kg per hour of sulphur dioxide.

The chimney diameter is 0.5 m, height of 12 m above ground
level. The sulphur dioxide concentration level in the air at
wind speed of 10 meters per minute /normal weather/ will be
0.3 -~ 0.4 p.p.b. in a distance of 100 to 250 meters. Thus this

level is tolerable.

SCHEDULE 6 - 1

Estimate of Technology Costs /US$/

| I I [ 1
' TECHNOLOGY | FOREIGN | LOCAL | TOTAL |
4

[ I I |
'1. Hired foreign techno- ' | | |
| logist /for one year/ | 30.000 | | 30.000 |
]
I | [ { !
| 2. Training for three | | | |
| foremen locally | | 6.000 | 6.000 l
L L L L |
T T 1 T |
l3. Training of Production ' | | |
- | Eng. and Technologist I | l |
| for three months in GB | 15.000 | | 15,000 |

| | | |
| | | | 1
I l l 6.000 l 51.000 |
|




SGEEDULE 6 - 2 Estimate of Investment Cost: Equipment (in US$)
Project Camponent No,
Description Cost Depreciation _j
No| Quy. ITEM DESCRIPTION Unit . :
IC FC st Local Foreign  Total Years $ .
1 PRODUCTION EQUIPMENT .
1 | Reception Bin x 6000 6000 6000 10 560
3 | Storage Bins x 6000 180000 180000 10 2100
3 1 Bin conveyor,2 Screw conveyors x 2800 8400 8400 5 1680
3 | 2 Belt coneyor,Bin discharge coneyor | x 2600 7800 7800 5 1550 *
2 1 Solids particular conveyor.l spent | x 3800 7600 7600 5 1680
pells conveyor
1 Fruit washer x 3800 3800 3800 5 840
1 Elevator x 3500 3500 3500 5 800
1 | Hooper Elevator X 2900 2900 2900 5 660
1 Mixer Oil-water Tank x 2600 2600 2600 5 560
2 | Oil separator,stage 1, stage 2 x 17000 34000 34000 5 7200
1 0il receiver x 3500 3500 3500 5 800
1 Extraction machine for essential oilg x 26000 24000 2600 5 5400
1 Water circulation system x 12000 12000 12000 S 27000
1 Citrus juice extractor x 18000 18000 18000 b] 3840
1 Screw conveyor x 3600 3600 3600 5 820
2 | Juice finisher stage 1, stage 2 x 6500 6500 6500 5 1400
2 | Juice receiving tank x 11000 22000 22000 10 2600
1 | Spent peels container x 5000 5000 5000 10 580
1 Float balance tank x 3000 3000 3000 5 580
1 Vacuum pump x 3800 3800 3800 5 840
1 | Plate heat exchanger x 24500 24500 24500 5 3300
1 | Tunner pasteurizer/ cooler x 160000 160000 160000 5 35000
5 | Production conveyors x 5000 25000 25000 5 6000
1 Carton filler x 150000 150000 150000 5 35000
1 Buffer tank x 9000 9000 9000 b) 24600
1 Reheater x 18000 18000 18000 5 420
1 Heater x 1600 1600 1600 5 3800
Vacuum Equipment x 32000 32000 32000 5 7600
1 Evaporator x 185000 185000 18000 5 4200
1 Slush Freezer x 21000 21000 21000 5 5000
1 Platform x 3000 3000 3000 5 800
2 AUXILIARY BEQUIPMENT
1 Piping (steam,water,air) x 35000 35000 35000 5 10000
1 | CIP System (cleaning) x 22000 22000 22000 5 4400
Laboratory Instruments x 10000 10000 10000 b 2000
1 Air campressor x 18000 18000 18000 5 4600
1 Steam Boiler x 60000 60000 60000 5 14400
Cooling System x 125000 125000 125000 5 32000
Water treatment plant x 45000 45000 45000 5 11000
Sweage treatment plant (estimate) x 90000 90000 90000 S 20000
Electricity (reserve) x 35000 35000 35000 5 8000
3 |Fork lift x 30000 90000 90000 5 18000
2 Trucks x 50000 100000 100000 5 20000
3 PRIMARY STOCK - SPARE PARTS,WEAR &
TEAR WORKING TOOLS,SPARE PARTS(ESTIMATE) x 50000 50000 50000 S 10000
4 SERVICE EQUIP, (Furniture,Reproduction
Sof tware x 15000 15000 15000 5 5000 )
Camputer.Typewritter. Office Equip, x 40000 40000 40000 5 120000
5 OTHERS NOT FORESEEN (estimate) x 120000 120000 120000 5 30000
TOTAL: 110800 1583700 1694500 383810
.




SCHEDULE 6 - 3

Summary Sheet Investment Cost:

Equipment

TOTAL: 110.800 |1.583.700

1.694.500

us$
Project Component Investment Cost
Carried over
| I I | I |
| NO.I DESCRIPTICON | LOCAL ' FOREIGN | TOTAL I
| [ | | I 1
I | | | | I
| 1. l PRODUCTION EQUIPMENT | 60.800 | 778.700 I 839.500 |
| 2. ' AUXILIARY EQUIPMENT | 35.000 | 595.000 | 630.000 |
| 3. | SPARE PARTS, WEAR AND | | | |
| I TEAR, TOOLS ' - | 50.000 I 50.000 ]
| 4. | SERVICE EQUIPMENT ' 15.000 | 40.000 | 55.000 |
| 5. | OTHER UNFORESEEN | - | 120.000 | 120.000 |
| I I I I !
I | I I I
e | | |




- 126 -

Estimate of Investment Cost: Civil Engineering Work

Project Component No.

COST
FO- -
NO. | QUANTTTY UNTT ITEM DESCRIPTION LOCAL m# WNIT OT | ¢oreign Local Total
1 Site Preparation and Deve-
lopment x - 150000 150000
2 Builidngs and Speical
Civil Works:
250 sq.m. Finished Product Warehouse| x 200 - 50000 50000
370 sq.m. Cold Storage - 18C x 370 - 115000 115000
300 sq.m. Energy Room (Coolirg.
Steam) x 200 - 60000 60000
200 sq.m. Cafeteria and Toilets x 250 - 25000 25000
80 sq.m. Spare Parts Warehouse x 250 - 15000 1500
100 sq.m. Workshop x 200 - 20000 20000
400 sq.m. Filling Hall X 300 - 12000 12000
400 sq.m. Production Hall X 300 - 12000 120000
125 sq.m. Office and Laboratory x 360 - 4500 4500
15 sq.m. Guard Roam X 333 - 5000 5000
60 sq.m. Silo Foundation x 83 - 5000 5000
10 sq.m. Fruit Reception Hopper x 500 - 5000 5000
10000 sq.m. Land (Infrastructure) x 12 - 12000 120000
Estimate Bases for Machinery and
Equipment X - 10000 10000
Estimate Canalization System X 30000 30000
3 Outdoor Works:
400 m Face and Gate X 12.5 - 5000 5000
4 Other and Unforeseen - 85000 85000
TOTAL: 985000 985000

If another cold storage was considered at Jericho the investment
costs will increase by $ 115000. Land cost $ 18000



SCHEDULE 6 ~ 5
Investment Cost - Civil Engineering Works

Summary Sheet - Investment Cost

Us$

Civil Engineering Works Investment Cost

Project Component Carried Over

i [ [ I | |
| NO. | DESCRIPTION | FOREIGN | LOCAL | TOTAL l
[ [ [ [ I l
| 1. |Site Preparation and Develop- | | | |
l | ment | - | 150.000 | 150.000 |
1
| 2. | Buildings and Special Civil | | l |
| 3. | Out-door Works | - | 5.000 | 5.000 '
| 4, | Other and Unforeseen | - ' 85.000 | 85.000 |
L L L L L i
L T T T L T
I | | | | |
| | TOTAL | - | 985.000 | 985.000 |
l l l I l |




SCHEDULE 6 - 6

Estimate of Production Cost : Civil Engineering Works

Project Camponent No.

w. | qry. wvIT DESCRIPTION m:?&q g FOREIGN LOCAL TOTAL
=
Maintenance & Repair Works
of:
1. Site preparation and De/
velopment x 3 - 6000 6000
2. Buildings and Special Civil
Works:
250 sg.m. | Finished Product Warehouse b 80 - 2000 2000
375 sq.m. | Cooling Store - 18C x 12 - 4600 4600
300 sq.m. | Energy room (cooling,steam,
electricity x 8 - 2400 2400
60 sq.m. | Spare Parts Warehouse x 10 - 600 600
100 sq.m. | Work Shop x 8 - 800 800
440 sq.m.| Filling Hall x 12 - 4800 4800
400 sq.m.] Produciton Hall x 12 - 4800 4800
125 sq.m.] Offices and Laboratory x 14.5 - 1800 1800
15 sq.m. |} Guard Room X 13.5 - 200 200
€0 sq.m. | Silo Foundation x 3 - 200 200
10 sq.m. | Fruit Reception Hopper x 20 - 200 200
10000sq.m. | Land x 0.06 - 6400 6400
Estimate | Bases for Machines and
Equipment x 0.06 - 400 400
Estimate { Canalization System X - 1200 1200
3. Qutdoor Works
40 m Fnece ana Gate x 0.5 - 200 200
4. Other and Unforeseen X 0.5 - 2000 2000
TOTAL: 38600 38600




SCHEDULE 6 - 7

- Summary Sheet - Production Cost:
Civil Engineering Works
us$

Summary Sheet : Production Cost

| TOTAL: - 38.600 38.600

Civil Engineering Works Production Cost
Project Component Carried Over
[ i
i NG. DESCRIPTION FOREIGN LOCAL TOTAL |
| 1
! |
| MAINTENANCE AND REAPIR WORKS OF: |
I I
| 1. Site Preparation and Development - 6.000 6.000 |
| 1
| 2. Buildings and special Civil Works - 30.400 30.400 |
L ]
T 1
‘ 3. Qut-door Works - 200 200 |
| |
l |
| 4. Other and Unforeseen - 2.000 2.000 |
| 1
I
|
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Chapter 7

PLANT ORGANIZATION AND OVERHEAD COSTS.

7.1. Cost Centres.

The overall analysis of the project indicates clearly that
the main cost centre is the production process itself. There
the biggest proportion of company”s assets will be concentrated
and the bulk of the manpower will be employed. The plant will
operate essentially one main prodcution line processing raw
citrus fruits into final products. Principal components of the

production process are as follows:

raw fruit handling /delivery, storage, sorting, washing/,

juice extraction /and oil, seeds, peels separation/,

de-aeration and pasteurization /for natural juices/,

concentration /for concentrated juices/,

filling, cooling and packing.

This is a technically integrated process and high degree of
coordination is required to secure smooth and uninterrupted ope-
ration. Therefore, the control over the entire production line
will be concentrated within one department which in turn can be

divided into smaller sections.

Another important cost centre refers to sales and marke-~
ting activities. This is because large proportion of the out-
put is to be sold outside the country and a special effort is
needed to carry out export sales, which normally is regarded
as more sophisticated and demanding than domestic sales. On -
the other hand, the company will certainly face tough competi-
tion both on foreign and local markets which again will re-

quire rather extensive publicity and marketing effort. So it
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is justified to establish a separate unit within the company,
dealing with sales and marketing problems. In addition, some
other types of activities should also be included in this unit,

specifically the external transport.

It is also customary to put all financial and administra-
tion activities within separate unit, usually in the form of

a department.

So the general organizational structure of the company

should be based upon three main departments:

- production department,
- sales and marketing department,

~ finance and administration.

Directly reporting to the General Manager will be also a
separate unit for technology development, research and quality
control. The unit will include laboratory and will be headed

by a Chief Technologist.

nganizational Structure.

The proposed organizational structure of the company is
presented in Chart 7 — 1. As it is seen, the company is divided
into three departments and one independent section. Among them
the production department plays the most prominent role. Beca-
use of the large number of workers and employees belonging to
this department, it is advisable to divide it into several
sections dealing with particular phases of the production pro-
cess. This will facilitate the proper management, supervision

and control.




CHART 7 - 1

GENERAL MANAGER

SECRETARTES
DEPARTMENT 1 DEPARTMENT 11 DEPARTMENT III TECHNOLOGY AND
FINANCE AND PRODUCT. MARKETING AND RESEARCH SECTION
ADMINISTRATION 1N SALES
T
Accaunting, Production Coor- Domestic Sales Laboratary !
—] Budgeting, ] dination, Pla~ and Purchases o
Data Process. ming, Control r~
]
Persamel, Production Process Import and
S?Lc;il, ~ fruit handling B
: - juice extraction ‘
—1 pesdeae’ ait::‘;;( . V-—i Ablicity
}(-:kl:txsefkeepmg, - concentration,
o .g, - filling, cooling,
packing Qutside
Transpart
Warehouse, Maintenance,
Storage. ~] Repair
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The detailed structure of the company together with the

numbers of employees in each unit is given below:

1. General Manager Office ...cceeecvcecnncnccncccacaces 3
2. Department I: Finance and Administration...... cresslld
Head: Finance Manager
2.1. Accounting, budgeting and data processing...... 3
2.2. Personnel, social and legal affairs.......ec... 1
2.3. House-keeping, cleaning, guards.......ccceeeeee 5
2.4. Warehouse, Storage ...ceeccerecsccsocvsssscneee 4

3. Department II: Production............. seeesessnsesesdb

Head: Production Engineer

3.1. Production Coordination, Planning and Control.. 2
3.2. Fruit receiving and handling ......ceecvenvee.. 6
3.3. Juice extraction ...... coevns R
3.4. De—aeration and pasteurization ....cveeeeececes
3.5. Juice concentration ...........................31
3.6. Filling, cooling and packaging ...ce.vceeceesss
3.7. Maintenance and repair....ccceececccsecccccccss 6

4. Department III: Marketing and Sales ¢.ieeveessscvsss 6

Head: Sales Manager

4.1. Domestic Sales and Purchase ...ceeecrevecoavses
4.2, ImpOort—EXport.cceccecececcecoscocsssssccncaccsns
4.3, Publicity.veeseveerrvnereenereronsesncacavonnos

4.4, OQutside TransSportesecceserscccsesnssssosvecnsscscs

W N R e

5. Technology and Research Section ...c.eceeeseseosevasns

Head: Technologist

TOTAL EMPLOYMENT teieeecvocanrsnenesa’?
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7.3. Overhead Costs.

Overheas costs include salaries and fringe benefits of in-
direct manpower, i.e., General Manager Office, and staff of De-
partment I and II, as shown in the manning Table /Schedule 8-3/.
Next annual rent payments far cold storage facilities in
Jericho, Jerusalem and Amman have to be included. Compulsory
insurance fee for fixed assets has been assumed at 0.5% of their
initial book value. Miscellaneous office supplies, communica-
tion costs /telephone, telex/ and effluents disposal payments
have been estimated at standard levels. Finally, a small con-

tingency for unforese:n expenditures has been also provisioned.

The total administration and factory overhead costs are

presented in Table 7 - 1 /below /:

TABLE 7 — 1 — OVERHEAD COSTS /IN US$/

INO.T ITEM T COSTS |
Fol | |
| 1.lIndirect Labour /salaries/ ; 97.200 |
' 2.‘Indirect Labour /other costs/ | 57.816 |
| 3.'Rents for storage /outside/ | 14.500 |
| 4.|Insurance on property /0.5% of fixed |

| Iassets/ | 18.500 |
| 5.|Office Supplies | 30.000 '
| 6. Communications | 15.000 |
| 7.IEff1uent Disposal | 20.000 |
| 8.|Other | 9.284 ]
bl l |
{ |TOTAL: | 262.300 |
[ ] i ]

All overhead costs are supposed to be fixed costs.
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Chapter 8

MANPOWER

8.1. Demand and Supply of Marpower in the Occupied Territories.

8.1.1. The problem of the availability of competent and
adequate personnel for a newly established industrial enterprise
is of vital importance, and should be seen as a primary task

of the project sponsors in plahning for the whole enterprise.
Analysing positions and job description for each position nee-
ded, selection and recruitment of appropriate personnel, spe-
cyfying their training requirements, identifying wage pclicies
and setting up organization structure, all of these aspects,
among others, have to carefully planned and identified as ear-
ly as possible and before starting operation. It seems relévant,
and advisable, to hire and ask the assistance of specialist

to help in preparing these requirements.

8.1.2. Statistical data available on labour farce in the oc-
cupied territories indicate that there is a base of labour force
available to be drawn upon for industry in general. The percen-
tage of labour engaged in the industrial sector reaches 17% of
those employed both within the occupied territories and in

Israel.

Though official figures on manpower /1970 - 1979/ showed
an increasing number of Palestinians employed in the Israeli
sector, yet there is evidence that such a number is now decrea-
sing rapidly, especially for the last three years. The recent
economic crisis in Israel, and of course in the occupied ter-

ritories has resulted in the discharge of quite a percentage

of Palestinian labourers. /aAppendix 1/.
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It can be fairly stated that the labour market in the oc-
cupied territories might be abundant with unskilled and semi-

skilled labourers seeking new opportunities of employment.

8.1.3. The engineers Association /1/ of the West Bank has
recently /February 1985/ published a survey concerning characte-
ristics of its members. The survey revealed that almost 30%
/199/ of total members /627 engineers/ are unemployed. To be
more precise, mechanical engineers represent 17% of total mem-
bership /107 mechanical engineers/, out of whom thirty engi-
neers /28%/ are unemployed. The survey has also indicated that
166 members has left the occupied territories between the pe-
riod 1979-1984 seeking job opportunities in international la-
bour markets. ThesEngineers Association predicts that the num-
ber of graduate students, who will be due back to the West

Bank in the coming five years /1985 - 1989/might reach 1450 en-
gineers. There are no data available concerning Gaza engineers,
but some experienced engineers in Gaza estimated there are at

least /fifty/ unemployed engineers in Gaza.

8.1.4. Unemployed food technologists, however, are hardly
to be located in either the West Bank or Gaza. The Agricultu-
ral Engineers Association of the West Bank indicated that there
were only two unemplcyed food technologists,‘though the per-
centage of unemployment among its members from different fields
of specialization reached 26% in 1984 /50 graduates/. It is
also expected that unemployemnt will reach 40% within the next
two years. In Gaza, unemployment among graduates of agricul-
tural schools was estimated to reach 45 percent in 1984. The
number of agricultural engineers in Gaza reached in the same
year a total of 320 graduates, thirty percent of whom are em-
ployed on temporary basis with an average daily wage of US$ 5.

It is not a strange phenomenon to locate engineers employed in

semi-skilled jobs in Gaza.




8.2.

- 137 -

8.1.5. The Polytechnic Institute of Hebron, /3/ West Bank,
has provided the labour market in 1984 with nearly graduates
of applied mechanics. Total number for 1985 is expected to

reach of the same specialization 186.

8.1.6. It can be concluded, that as far as academic train-
ning is concerned, the availability of labour force in carious
positions of the proposed project are far more than what the
project can absorb; with the exception, perhaps, of the food-
technologist. Considering skill and experience is another is-
sue, those who were employed in Israeli industrial firms would
have gained some experience at different production lines but
presumably in minor semi-skilled jobs. In any case they may be
taken into consideration for selction and recruitment. Skills
of the majority of university graduates, however, are being
under-estimated and not fully utilized to their relevant capa-
cities. The need for training both levels is undoubtedly impe-
rative. Training will be discussed in more detail in a separa-

te section of this Chapter.

8.1.7. Experience in both the West Bank and to some extent
in Gaza, has shown that managerial skills are lacking behind,
especially in such occupations like marketing and top managerial
levles. As an example, one may find persons with high academic
qualifications that are best suited for key technical positions,
yet their experience in personnel management is inadequate or
even nil. Intensive training, therefore, can make up for such

professionals.

Training Needs.

8.2.1. Personnel training is considered as prerequisite for the
proposed plant. Training is not a matter of choice: "it is ra-

ther an on going process, and carefully planned part of an inte-



- 138 -

grated programme of personnel administration. "/4/ The impor-
tance of training if personnel of the project under discussion

may be summarized in the following:

/a/ It is a newly established project where all employed per-
sonnel harldy know each other but have to work together.

/b/ Regardless of their previous education, training, or ex-
perience, all employed personnel need to be introduced to
the new work situation, and to be trained on how to per-
form their duties in an adequate manner, and how to coor-
dinate their efforts with each other. They need to under-
stand how and where they fit in the whole organization

structure of the proposed plant.

Orientation and induction training, therefore, would be con-
sidered as the first step in the training proecess, where all

2mployees are involved.

8.2.2. One of the most important tasks of the proposed
project sponsors would be the careful selection and early re-
cruitment of the plant general manager. He should participate
in prepareing the overall plan, including job description of
each position in the plnat, but his main concern should be
preparing detailed training program for each position. The
plant general manager himself may need training. It is advoca-
ted that he should be selected from applicants in the local
labour market, and whose education, training, and experience
rank high, especially in administration and persconnel manage-
ment. Selection of competent, highly qualified, Palestinian top
administrators from the diaspora, though might seem appropria-
te, yet such a person should aquire the clearance of the mili-
tary government for entry visa as well as for working permit.
Problems of renewing permits may arise in the future. The same

expectations would apply to recruiting a non-Palestinian foreign
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expert. Keeping the plant away from such anticipated acts that
may endager its activities, a local Palestinian should be se-
lected. Should he lack the experience, a training program can
be arranged for him, as early as possible, in a foreign uni-
versity to join as advanced management program The training
period may extend from 10 weeks to 12 months depending on his

previous training and experience.

8.2.3. Along with the top executive, three other key po-
sitions will need the same training courses in their relevant
technical education. Those are: the production engineer, the
technologist, and the sales manager. The four will constitute

a team of "experts" for planning and conducting training prog-
rammes for subordinates. It might be of relevance in this res-
pect to utilize the available possibility that such training

be sponsored and financed, totally or partially, by internatio-
nal agencies who sponsor training programmes for devleoping

countries..

8.2.4. Training of foremen, technicians, and process opera-
tors may be undertaken locally or may be arranged by suppliers

of the machines and equipment.

8.2.5. There is a good opportunity for recruiting efficient
and trained personnel in finance, accounting, book keeping,
secretarial work, and others with limited induction training,
estimated costs of training are included with other costs of
pre-production phase. It is assumed that on the job training
needs very limited costs, since it is part of the duties of su-

pervisors at both line and staff levels.

Labour Law and Bylaws /5/.

8.3.1. Labour Laws applied in the occupied territories are

those that had been applicable pre-1967 /Jordanian and Egyptian
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for the West Bank and Gaza respectively/.Some changes and

additions were effected by Israeli military orders during the

years of occupation. Each industrial enterprise has to furnish

/on a special form/ the Labour Department with its location and -
address, names of owners and directors, type of production,

electrical energy consumed, number of shifts, number of working

hours, and number of workers.

8.3.2. The following articles of the West Bank Bylaws are

seen pertinent for the purpose of this study:

1. Working hours are restricted to eight hours a day, and three
break hours. No firm should allow for more than five hours
work without a break of half an hour; and for more than con-

timuous six hours without a break of one hour.

2. Labourers are prohibited from working in two establishments

at the same time.

3. Labourers who accept working overtime are restricted to two
hours; and those who accept working on weekends may do so;
both are entitled an increment of not less than 25 percent

of their daily wages.

4. Labourers are entitled to a full paid annual leave of 21
days, and fifty two days /weekends/ per year. Annual leaves
are effective only after 240 days in a year. Should a labou-
rer be terminated after working eight days within four months,
he is also entitled for a paid leave proportionate with the .

number of workign days.

S. Work accidents insurance policy has to be issued for each la-

bourer. Covering the rate of the policy, however, is left,

to each firm to decide whetehr to deduct it from wages or

to be covered by the firm itself.
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6. Sick leaves are fully paid, if accidents were caused by

work.

- 7. Income tax: a portion or the whole ammount of income tax

is deducted from wages.

8. A pregnant working woman is entitled to have three weeks
leave before delivery, and is not allowed to work three
weeks after delivery. In either or both leaves the firm
should pay her 50 percent of average wage for the preceding
three months. This leave is effective only if a woman worked

for not less than 180 days prior to expected delivery.

8.4. Wages - Salary Policies

8.4.1. A "fair'" wage policy has to be developed in any
organization or firm. Such policy is of vital importance to
the achievement of ''good" performance. In spite of the
outcome that one may derive from the previous discussion on
labour demand and supply, it should be stated that data
concerning wages of labourers working in the same industry,
indicated that daily wages of labourers in food, beverages,
and tobacco industry exceeded wages in other industries.
Table 8/1 indicates that in 1983 average daily wages of
labourers in five industries is around 7220 Israeli Shekels (IS),
while daily wages of labourers in food, beverage and tobacco
industry was 15 percent more than average daily wages. No

one can deny that pressures of economy together with expected
high supply of labour force in the market may influence

sponsors of the proposed project to fix wages to their

minimum.
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But, such a policy would surely be considered as short-
sighted. In industry, experience and skills gained through
work on production lines cannot be picked from the labour
market at any time. Turnover should be limited to its minimum.
On the other hand, job opportunities in Israel to some

extent and in the rapidly developing Arab World to a larger
extent, may play a major role for experienced and skilled
labourers to leave their unsatisfying wage position and

seek other opportunities. This fact has to be considered

in pianning wage policies.

8.4.2. The following wage levels are presumed to

have consdiered the previous precauticns. They were based
upon comparable levels of wages in the local labour market;
neighbouring Arab labour markets, the availability of

the technical know-how and experience needed, and
profecsional associations' regulations. Provisions were

also made for certain expertise needed.

1. Unskilled positions US$ 9.00/Day
2. Semi-skilled positions Us$12.00/Day
3. Skilled positions US$16.00/Day
4. Supervisory positions US$24.00/Day
5. Technical and professional skills US$34.00/Day
6. Top managerial levels US$45.00/Day

Table 8 -~ 3 suggests another six salary categories for
staff personnel ranging ffom US$ 270.00 per month to US$ 1.500

per month.

Note:

Perhaps some provisions should be made for the first and
second year of operation to increase the wage rate >f the tech-
nologist by 50 percent for a foreign technologist until a local

counterpart is fully trained.
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8.5. Organization Structure.

Some viewpoints seem to be relevant for setting out the
organization structure of the proposed project. In this respect,
one should stress the idea that since the product is expected
to face severe competition, it is important not to overestimate
costs of production, and make full and efficient utilization of
resources. Some may advo -ate the necessity of encountering un-
employment in the occupied territories. Though such a claim is
logical, yet it should not be at the expense of amrginal profi-

tability of any project.

Recruitment, therefore, should be limited to its optimum
size; but selection of service and auxiliary work personnel
should be limited to its minimum size without endangering the

flow of production.

Departmentation, though advised to be based on sequential
units of operation, yet provisions should be made to move la-

bourers from one unit to another.

The pressure of economy may also dictate certain measures
to be taken with regard to auxiliary services. Any auxiliary
position, while considered important should be justified only
as long as such a position is expected to assist the operation
for production of more economic and efficient work; and also as
long as such an auxiliary position is expected to pay more than
its expense. For example: legal advice, though important, may be
hired when needed rather than thinking of it as a permanent

position. The same suggestion applies to the public auditor.

Pooling the administrative services in one office to assist
all executives, including the general manager, is a second exa-
mple. Such services as typing, filing, duplicating, mailing,
telephone and other administrative services, if pooled will pro-

vide services to all departments.

The number of maintenance personnel should be limit:d to
its minimum, and it is suggested that they be placed under the
production engineer since most of their performance is expected

to be considered with production lines.
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There is still another factor to be discussed in relation
to decreasing administrative expenses. It is suggested that
staff roles be assigned to executives as long as they are
competant enough to handle such roles effectively. For example:
the sales manager may also work on marketing research, training
and sales methods. Executives of different departments may help
the director manager in planning, training programmes, sales
forecasts, and other duties usually performed by staff specia-
lists. If a problematic issue arises that needs the advice of
a specialist, such an advice may be hired rather than a specia-

list in a certain field be appointed.

Computation of Surcharges on Wages and Salaries.

Surcharges on wages and salaries are computed on the follo-

wing basis:

8.6.1. Only citrus juice production programme was consi-
dered. Should the management decide -~ and it is advised to do
80 — to process grapes and tomatoes or other fruits, calcu-

lations will be different. But wages and salaries were calcu-
lated on the basis of a whole working year, and the only dif-

ference will be on additional labour, if required.

8.6.2. Labour Laws and bylaws were considered concerning an-

nual leaves, accident insurance, working hours, etc.

8.6.3. Professional union laws concerning professional all-
owances were considered. The law specifies 70 percent allowance
for engineers and food technolegists, the 40 percent surcharges
were not calculated for those categnries. Other increments were
added to positions of scarcity, 1.e. 2C percent increment for
finance manager, import-export manager, sales representative,
and chief accountant; 35 percent increment for top managerial
levels of the director general manager, and sales manager, and

50 percent increment for the two foreign experts. The production

engineer and the technologist.




8.6.4. Wages wcre calculated on daily basis, nct hourly. Sa-

laries were calculated on monthly basis. Though annual leaves

are effective, in accordance with the law, only after 240 working
days per year, and number of shifts are only 144, yet surcharges

on annual leaves were considered fully for all personnel. Two

factors influenced such a decision:

/1/ The plant is presumed to be working in the near future for

almost all the year round.

/2/ Workers will be more attached to the plant work situation,

thus turn over would be minimized.

8.6.5. The manning table is recommended to be re-examined
at the second period of operation, presumably in the third year;
so is the case with organization structure, and scale of sa-

laries that has to be evaluated for each position.

8.6.6. Some wages earners on daily basis are also recom-
mended to be shifted, at the same period, to annual salaries.
At that time the plant is expected to be stable and growing,
new lines are established. Turn-over at this stage should be at
its minimum. The suggestion, though might reflect some what
higher costs of production, yet it insures the continuity and
productivity of the plant. Appendix 1 shows that more
than 63% of Arab labourers working at Israeli firms have been
working continuously for more than four years. The same Appen-
dix ° shows that persons em,loyed in beverage industry earn
the highest wages as compared to other industries. These facts
indicate the importance of developing favourable work conditions

in the prouposed plant.

8.6.7. Computation of Surcharges and Fringe-Benefits.

Days
Number of days per year 365
Fridays 52

Paid days 313
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1. Official and religious holidays 10
2. Annual Leave 21 :
3. Accidents Leave 10
4. Training 10 )
5. Others 5

Total paid unproductive days 56

Number of effective working days/year 257

Computation of surcharges due to unproductive

working days 22%

Insurance and fringe-benefits /as estimated

by public auditors/ 18%

TOTAL SURCHARGES 40%,

Chapter 8
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SCHEDULE 8 - 1

- Manning Table - Labour

Wage Categories /No. of Workers/
DEPARTMENT _
sft.] 1 213 4 5 6 TOTAL
- — - . , —
L. L.| L. JL. L. L. | F
1. Fruit Receiving I 2 2 2
2. Fruit Transport I 1
3. Truck Drivers I 2 2 2
4. Fork Lift Drivers I 3 3 3
5. Warehouse and Strong I 4 4 4
6. Energy Room I 1 1 5
Operators II 2
III 1
7. Maintenance Techni-
cians Including I 2 |1
Electrician II 211
8. Cleaning Operators I 3 3 3
9. Process Equip.
Operators I 3
10.Extraction Dept. I 4
11.Pasteurizing/Filling I 8 |2 10 10
12.Concentration Dept. ] I 2 1
II 1 1
III 1 6 6
13. Laboration I 2 2
14. Engineer I 1 1
15. Production Eng. 1 1 1
16. Technologist I 1 1 1
* 117. Administrative I 2 2 2
18. Guards wm*ETI 1
ITI |1
IIIj 1 3 3
TOTAL LABOUR 9 27|16 | 5 - - ]2 57 2 59

Wage Categories: 1

9$/day, 2 = § 12/day, 3 = $16/da, 4 = $ 24/day, 5 = $34/day
$ 45/day

ke
non
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SCHEDULE 8 - 3

Manning Table -- Staff .
DEPARTMENT SALARY CATEGORIES /NO. OF STAFF/ 3
' T
FUNCTION 1 2 3 4 ri 5 6 SUB TOTAL
L. L. L. L. L. L. TOTAL

1. DIRECTOR GENERAL MANA

GER 1 1 1
2. SALES MANAGER 1 1 1
3. FINANCE MANAGER 1 1 1
4. IMPORT EXPORT MANAGER 1 1 1
5. SALES REPRESENTATIVE 1 1 1
6. ACCOUNTING/BJIOK KEEPING 2 1 1 4 4
7. SECRETARIES 2 2
8. HOUSE KEEPERS 2 2 2

TOTAL STAFF 2 4 1 2 2 2 13 13

SALARY CATEGORIES:

1. 270%$/Month
2. 360%$/Month
3. 480%/Month
4. 600$/Month
5. 720%/Month
6. 1500$/Month

L_____J 11 —
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SCHEDULE 8 - 4
Estimate of Production Costs - Salaries

SALARY CATERGORIES /NO. OF STAFF/
DEPARTMENT DESCRIPTION 1 2 3 4 5 6 TOTAL
L L L L L L

DIRECTOR GENERAL MANAGER 1
SALES MANAGER 1 1
FINANCE MANAGER 1 1
IMPORT EXPORT MANAGER 1 1
SALES REPRESENTATIVE 1 1
ACCOUNTING/BOOK KEEPING 2 1 1 4
SECRETARIES 2
HOUSE KEEPERS 2
TOTAL NUMBER OF STAFF 2 4 1 2 2 2 13
WORKING MONTHS/YEAR 17 34 8.5 17 17 17 X
MAN-MONTH PER YEAR b 4
SALARIES PER MONTH 540 14401 480 1200* 14401 3000 b4
SURCHARGES % 40 40 40 60 60 75 X
SURCHARGES $ 2592} 6912 2304“ 8640 10368 | 27000 X
SALARIES PER YEAR 6480] 17280 5760} 14400 ] 17280 | 36000 x
TOTAL 9072} 24192} 8064} 23040 | 27648 | 63000 155016




SCHEDULE 8 - 2 Estimate of Production Cost: Wages
VARIABLE QOSTS FIXED OOSTS
DEPARTMENT WAGE CATEGORIES WAGE CATEGORIES
NO. OF WORKERS NO. OF WORKERS

1 2 3 4 Total 1 2 3 4 6 Sub Total Total

L L L L Total L L L L L F L F
Fruit Receiving 2 2
Fruit Trasnport 1 1
Truck Drivers 2 2
Fork Lift Drivers 3 3
Warehouse and Storage 4 4
Energy Roam Operators 4 1 5
Process Equip. Operators 3 3
Extraction Department 4 4
Pasteurizing and Filling 8 2 10
Concentrat. Deptartment 4 2 6
Maintenance 4 2 6 6 6
Cleaning 3 3 3
Laboration 2 2 2
Engineer 1 1 1
Production Egnieer 1 1 1
Technologist 1 1 1
Administration 2 2 2
Guards 3 3 3
Total Nuwber of Workers 3 21 14 2 40 6 6 2 3 2 17 2 19
Working Holidays 24 168 112 16 48 48 16 24 16
Working Days/Year m 5397 3598 514 1542 1542 514 m 514
Wages/Day 27 252 224 48 54 72 32 72 9%
Surcharggs/ 40/ 40/ 4o/ 4o/ 4o/ 40/ 4o/ 70/ 90/
Surcahrges/ 277 25906 23027 4934 5551 7402 3290 12953 20817
Wages/Year 6939 64764 57568 12336 13878 18504 8224 18504 23130
TOIAL 9715 90670 80595 17270 19429 25906 11514 31457 43947
Grand Total 198250 132253 330503
Working Days per Year N 257 days 161

|

- 0Ss1 -~



- Chapter 9

IMPLEMENTATION SCHEDULING _

9.1. Because of the many surprises that are expected to face
the implementation of the proposed project, the investors are
advised to take full responsibility over such issues as:

/a/ provisions for project finances adn sources of finance,
including costs of implementation, /b/ site selection, /c/ re-
gistration of the organization and gaining approvals and clea-

rance from different authorities.

The investors have to make sure that steps in planning and
execution of the project be carefully evaluated, and that con-
stant control over each step be maintained. Therefore, a "task
force", so to speak, has to be appointed, and full authority be
delegated to it, to act and negotiate in the name of the inves-
tors. Perhaps it is advisable that such a group may include not
only expected staff members, but also legal and technical ad-
visors. The "task force" may be headed by the Chairman of the

Board, or by the Director General Manager.

The investors, with the help of the technical and legal
advisors and the direction of the director general manager,

should also decide on the following steps:

/a/ selection of machinery and equipment and types of techno-
logies involved;
/b/ selection, recruitment, and training of key personnel;

» /c/ deciding upon new materials and other supplies.

9.2. The main responsibility of the '"task force'" would be en-
suring that implementation of the project be in accordance
with specifications and plans; and that all steps in imple-
mentation are being carried out on time. Some specific respon-

sibilities may include:
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/a/ Approvals, registrations, clearance, and other related
formal activities needed from various authorities, including -

import licensing, electricity supplies, water quoats - etc.

/b/ Tendering negotiations, and contracting with relevant agen-
cies, firms , or indiciduals for detailed planning and de-

sign construction of buildings, material supplies - etc.

/c/ Coordination supervision, control, and rendering services
for different bodies involved in the implementation of the

project.

/d/ Freparation for markets and product advertisement; and se-
lection of and contracting with prospective wholesalers

and dealers.

/e/ Facilitating communication, transport and lodging accomoda-

tions, etc.

9.3. Perhaps it is worthwhile that agreement with the machinery and
equipment suppliers includes provisions for direct control and
supervision, from the part of the suppliers, over installing
all machinery and equipment till the trial run of the whole
plant. It may also include technical training of plant opera-

tors and supervisors.

9.4. The diagram, here under, shows in detail the timing of each
step needed for the implementation of the project. It is clear
that some steps could be done concurrently, while others need
to be in sequence. The diagram also reveals that most of the
activities, which need the help and service of the "task force",
are occuring after the time allocated for plan and design phase.
Hence, recruitment of the '"task force" would commence at _hat
time. Provisions were made that at the same time trainees would

be coming back from their post-graduate management training

program.
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The diagram shows that implementation period will last
for eighteen months. The first half of this period is alloca-
ted almost totally for preparatory actions, i.e., company
registration, land selection and registraticn, managerial
training, planning and design, tendering, contracting and pur-
chasing. The second period is allocated for physical implemen-
tation of the plant and preparatory steps for marketing and

actual running of the plant.

Costs of Impliementation.

Perhaps it is advisable to segment the activities needed
and their cost estimates into the following categories; need-
less tomention that those categories are not necessarily se-

quential.
9.5.1. Management.

The decision taken by the investors upon amnpointing a
managerial team - task force - for project implementation im-
plies that the investors have already undergone & concrete
stage of the plant establishment, including approvals of au-
thorities, legal declaration of the firm, identification of
shareholders, setting out by-laws, deciding upon the feasibi-
lity of the project, resolving the question of project finan-
cing, and even selecting the site of the plant. The investors
are now in the stage of delegating some or all of their autho-
rity to a special team for carrying out efficiently the whole
project and bringing it out from papers and blueprints to its
physical operational form. This also means that the investors
are setting out the primary structure of the plant’s organi-

zations.

The selection and recruitment of this team may involve the

following members:
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The director general manager of the plant, the product:on
engineer, the finance manager, the import export manager, one
accountant and secretary, and two guards. In addition, a tech-
nical advisor and a legal advisor may also be recruited for
this specific task. A civil engineer is also advised to be
recruited at this period. The sales manager will join the team
at a later stage; three months before commencement of the plant.
Provisions should be made that the chairman of the board be
leading the team until the return of the director general mana-
ger and the production engineer who will be sent for mangerial
training in the first period of implementation; but would pre-

sumably be back before construction starts.
9.5.2. Approvals.

Gaining government approvals as well as other relevant
agencies and bodies is considered as the primary task to be
performed by the management. The time schedule suggested allo-

cates more than three months to obtain such approval.

/a/ The company - or any other organizational form - registra-
tion fees are in proportion with the total amount declared
as primary investment capital, usually 0.5 percent of in-

vestment costs.
/b/ Land registration fees are 3 percent of cost of land.

/c¢/ Licensing of buildings is the responsibility of either
the municipality or regional planning authority depending
on the site selected for the plant, whether it is within

municipality boundaries or not. The fees are nominal.

/d/ Operation license of the plant is subject to approvals
of several authorities: municipal authorities, health
department, department of industry, and even traffic de-

partment for licensing of vehicles.

/e/ Connections with main electricity supply: The costs are
dependent on many variables includi ng distance from main
supply, availability of sufficient power /in this case
no transormers are neeced/, but in any case a rough esti-

mate seems important.
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/f/ One of the main steps that need to be clarified and app-
roved i s water supply quota. The plant’s water consump-
tion estimates reach up to 50.000 cubic meters per year.
Written approval of the responsible authorities for such
a quota need to be issued for life time of the project.
Costs of connections with main supply are dependent on

. the distance between the plant and the main supply. Esti-

mates, however, seem necessary.

/g/ Sewage disposal - regardless of pl.ns arranged for a se-
wage plant /for water treatment/, connection with munici-

pal canalization system is also needed.

9.5.3. Tenders:

Detailed plans and designs phase may be handed by ten-
dering of course. over to a local engineering construction
firm. Usually such firms charge from 3 - 10 percent of the to-
tal costs of the project, depending on the, size of the project
and responsibilities asked to be fulfilled. If supervision
over construction was not a part of the tender, a lump-sum fee

may be agreed upon and, consequently, construction of buildings

needs to have special tendering. Tendering is also needed for
machinery and equipment ordering and receiving, outdoor ten-
dering, such as construction of walls, land scaping, canaly-
zation system, electricity and water main supply... etc. In
any case estimates of costs of construction are presented in
Schedule 9 as 6 percent of installation of equipment. Costs
are presumed to be part of machinery and equipment costs; and
. provisions in the agreement is made that an expert from the
part of the supplyer’s be present to supervise installations.
This condition should be mentioned and agreed upon even if in-

stallation works be accomplished by local contractors. Instal-

lation costs are presented in Schedule 9.
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9.5.4. It seems also important that, at a specific stage
of implementation, arrangements for raw materials needed for

production be undertakenm

9.5.4. Communication with, selection, and recruitment of
wholesalers for local markets, as well as contracting with one
or more sales agencies for export, is alsc an important phase
of implementation plan of action. Training salesmen, pre-
production advertisement, and travel expenses to build up dis-
tribution structure for local and export markets are also costs
of the implementation phase. Costs of these elements are also
included in Schedule 9. Managerial training costs, however, were
estimated in Chapter 6. Technical training is presumed to take
place at this stage and the provided, as a parcel agreement,

by machinery and equipment suppliers.

9.5.6. Provisions should be made for living accomodations
of two foreign experts, who are presumed to supervise the
installation of equpment and machines. Duration of total stay

for each is estimated to reach 60 days.

Prefabricated temporary offices, and temporary lodging of
guards, should be constructed close to the plant site with an
area of 72 square meters. Such a space will be also used for
engineering and clerical work. Temporary stores has to be ren-
ted as near as possible to the plant’s site for keeping machi-

nery, equipment and other supplies.

2.5.7. Communications and transport facilities, including
travel expenses of foreign countries , should be estimated and

provided for each one involved in the implementation phase. Es-

timates of such services are included as an aggregate figure

in Schedule 9.
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9.6. Implementation - Network Plan.

- Number of Activity Length in Months
i 0. Start -
1. Alternatives and Negotiations 1.0
2. Selection and Purchase of Land 2.0
3. Licencing, Registration, Official 3.0
4. Managerial Training 5.0
5. Plant Layouts and Design 1.5
6. Civil Engineering Plans 3.5
7. Sanitary Ergineering Plans 2.5
8. Electrical Engineering Plans 3.0
9. Mechanical Engineering Plans 4.0
10. Refrigeration Engineering Plans 2.5
11. Building Contractor Agreement 2.0
12. Machinery and Equipment Purchasing 2.0
13. Local Contractors - Negotiations and Agreements 2.0
14. Machinery and Equipment Delivery 1.0
15. Building Construction 7.0
16. Cold Storage Construction 3.5
17. Fruit Handling System 3.0
18. Juice and 0il Extraction 2.0
19. Concentration Section 2.0
20. Filling Section /Concentrates/ 2.0
21. Filling Section /Juices/ 2.0
22. Electrical Installations 4.5
23, Piping and Valving 4.5
24, Boiler Installation 2.0
. 25. Refrigeration System Installation 3.0
26. Water Treatment 3.0
, 27. Trial Runs 0.5
28. Production and Quality Procedures 4.0
29. Technical Training 3.0
30. Sales Preparation /Wholesalers/ 3.0

31, Advertisement and Promotion 3.0
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SCHEDULE 9 - 1

Estimate of Investment Cost - Project

Implementation

-
! NO.} ITEM DESCRIPTION { COST l
Uss$
] J |
| | | l
{1. I Salaries and/or wages of mangement } |
l
l : a. Wages and/or salaries for 18 months. Finance l |
| | manager, technical advisor, legal advisor, | |
| | import/exportu manager, accountant, 2 quards I 76.680,
| | b. Wages and/or salaries for 12 months. Direc- I |
| | tor general manager, production engineer | 34.200|
l | c. Wages and/or salaries for 7 months. Chair- | |
| , man of the Board, civil engineer, sales I |
i ' manager } 26.040|
| | | }
{2. l Approvals - Fees } |
} } a. Company registration and announcement | 8.530:
| | b Land registration /3% of US$ 150.000/ | 4.500
| | ¢. Other fees l 6.000
| | d. Electricity comnections with main supply | 17.500
| | e. Water connections with main supply I 12.000|
| | f. Connection of sewage with municpality canal = |
system 9.000
] ] {
I | |
IB. I Tendering I |
{ { a. Detailed plans and design - construction 6% | 59.100{
| | b. Installation costs of machinery and equipmentl 248.800
| | ¢. Qutdoor works I 25.000|
\ {4. I Preparation of Marketing } I
| | a. Training of salesmen | 100.000 |
| | b. Advertisement and publicity | 160.000 |
] | c¢. Travel Expenses | 120.000 {
}5. : Communications,lodging, travel expenses for 2 | |
| | foreign experts /60 days/ } 9.000 |
J
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TOTAL:

| | ] [
| No. | ITEM DESCRIPTION | COST USS$|
| l l |
| l | |
l | l l
| 6. | Communications, transport, travel expenses | |
| | for managerial staff | 250.000 |
+ + + +
| | | !
| 7. | Prefabricated offices - 72 square meters | 5.400 |
+ + } 1
I I | |
| 8. | Furniture, utilities and administrative | |
| | facilities | 22.000 |
font f +
| | | I
| 9. | Store rent costs for 12 months | 4.800 |
% { + +
| I l l
| | | |
| | | |

631.520




Implementation Time Schedule

1986 1987

SUBJECT / ACTION 1988
. JsePT. bor. |Nov. nec. Juan. |Fes. | Mar. | arr. [May e Loy | avc. ISEI’I‘. OCT.NOV. ) DEC.

———

1. Registration, Site Selection
1.1.Altematives, Negotiations
1.2.Selection,Purchase of Land
1.3.Licensing.Registration.Official Approvals

2. Managerial Training

3. Plamning and Design
3.1.Plant Programs ——
3.2.Civil Engineering -
3.3.Sanitary Engineering
3.4.Electrical Engineering
3.5.Mechanical Engineering
3.6.Refrigeration Engineering i

4. Purchase and Contracts
4.1.Building Contractor Agreement
4.2 Machinery and Equip. Purchasing
4.3.1xcal Contractors/Negotiations
4.4 Machines and Equip. Delivery %a
4.5.Buildings Construction
4,6.Cold Storage Construction

5.1nstallations
5.1.Fruit Handling System
5.2.Juice and Oil Extraction
5.3.Concentration Section
5.4.Filling Concentrates .
5.5.Juice Preparation and Filling
5.6.Electrical Installation
5.7.Piping (Process)
5.8.Boiled Installation
5.9.Refrigeration System Installation
S.10.Water Treatment N

6.Production and Operation )
6.1.Trial Runs /- Running in the Systems
6.2.Production Procedures
6.3.Quality Control Procedures
6.4.Technical Training
6.5.Manpower Organization.Wholesalers.Dealers
6.0.Production =2, {

7. Advertisement

= 191 ~
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Chapter 10

FINANCIAL ANALYSIS.

Financial analysis of the citrus processing plant is carried
out in several stages. First, investment cost and production cost
will be summarized using data provided by technical analysis pre-
sented in Chapters 6, 7 and 8. These costs will be confronted with
estimated sales revenues. Next the necessary financial means will
be estimated and a financial plan of the project will be designed
in order to secure the desired liquidity at every stage o:r the pro-
ject life. This will provide a basis fog the preparation of three
main financial statements, i.e. net income statement, balance-
sheet and cash-flow table. Within this part a capital structure of
the company will be examined using ratio analysis. Finally, com-
mercial profitability evaluationr is carried out and some fa-
miliar measures of financial viability will be computed. At the
end of the Chapter, the sensitivity analysis will allow to examine
the overall risk involved with the project implementation and opera-

tion.

All calculations have been done on COMFAR Program /Computer
Model for Feasibility Analysis and Reporting/ a specially designed
software to compute financial schedules of industrial pro-

Jects. All relevant printouts of financial schedules are attached

to this report in Appendices Z and 3.

10.1. Cost analysis.

10.1.1. Investment Cost.

The value of total initial investment for the project

is US$ 3.893.920 which includes the value of initial fixed
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assets, pre-production expenditures and the initial spares

and tools requirements for S years. This amount includes also

physical contingency of ca. 5%.

The investment cost includes

a provision of US$ 29 000 during construction to cover interest

charges.

The structure of the initial investment outlays is gi-

ven in

Table 10 - 1, below:

Initial Fixed Investment Cost in '0O00 US$

Ino. ! ITEM ! LocaL | FOREIGN | TOTAL |
I L T T T
| | | | |
[1. | LaND | 159.75 | - | 159.75]
|2. | BUILDINGS, STRUCTURES AND CIVIL | I | |
l | ENGINEERING WORKS | 985.0 | - | 985.0 l
| | 2.1. site preparation and development | 150.0 | - | 150.0 |
I | 2.2. Buildings and Civil Works | 745.0 | - | 745.0 |
| | 2.3. Outdoor Works | 5.0 | - | 5.0 |
I | z.4. Other and unforeseen | 85.0 | - | €5.0 |
3. | MACHINERY AND EQUIPMENT | 110.8 | 1898.3 | 2009.1 |
| | 3.1. Production Equipment | "60.8 | 946.1 | 1006.9 |
| | 3.2. Auxiliary Equipment |  35.0 | 722.9 | 757.9 |
| | 3.3. Spare Parts, Tools | - | 60.7 | 60.7 |
I | 3.4. Service Equipment |  15.0 | 48.6 |  63.6 |
| | 3.5. Other and unforeseen | - | 120.0 | 120.0 |
!4. } INCORPORATED FIXED ASSETS i 6.0 } 45.0 | 51.0 l
i | 4-1. Technology Cost | 6.0 | 45.0 | 51.0 |
5. | PRE-PRODUCTION EXPENSES | 660.0 | - { 660.0 |
| | 5.1. Implementation Costs | 627.02 | - 627.02|
| | S.2. Others and unforeseen | 32.98 | - 32.98]
=s. ; INTEREST DURING CONSTRUCTION { - : 28.98’ 28.98{
;7. E TOTAL FIXED INVESTMENT } 1921.55 { 1972.28| 3893.83I
| l : ! |
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a. Land

As mentioned in Chapter 5, among five alternative loca-
tions envisaged for the proposed plant, the Gaza town is a
recommended one. This choice has been made both on the econo-
mic and commercial grounds, as well as based on the political
situation. Within Gaza administrative boundaries, the selection
of "A" zone in the south-west part of the city is equipped
with main infrastructure and utilities are provided by the ci-
ty. The price of land within this site comes around US$ 15.000
per donum /1.000 sq. meters/. The total area of ca. 10 donums
is required for the project purpose thus making the cost of
purchase to be US$ 150.000. Adding up 3% purchase tax, legal
expenses and unforeseen, the total cost figure of US$ 159.750

is finally obtained.

b. Buildings, Structures and Civil Engineering Works

The main cost items here are production hall /400 sq. m/,
cold-storage /375 sq. m/, finished products warehouse /250
sq. m/, energy room /300 sq. m/ and office facilities /125
sq. m/. Since the plant is to be located within city limits,
some additional requirements have to be met by buildings for
security and hygienic reasons. Total cost for buildings,
structures and civil works is estimated at US$ 985.000 inclu-

ding provision for uncertainty.

c. Machinery and Equipment

A detailed list of necessary equipment is given in Chap-
ter 6 /see also Table 6 - 2/. The cost of the equiment is es-
timated on the basis of information obtained from European
manufacturers /United Kingdon, Italy/. Respective prices are

import cif prices, iacluding cost of transportation to the




project’s site and all taxes bearing upon imports. Therefore,
cif prices as quoted by suppliers have been increased by

21.5% as follows:

- Value Added Tax 15.0%
- Import Clearing Tax 2.5%
- Galil Tax 2.0%
-~ Bank Commission 2.0%
-TOTAL 21.5%

The equipment will be delivered to Israeli port at the Me-
diterrenean coast and trans ported by road to Gaza. The cost
of internal transport will not exceed US$ 50.000 /trans-
portation rate is ca. US$ 10 per ton/ and is included within

the item "Others and Unforeseen'.

d. Incorporated Fixed Assets and Pre-production Capital

Expenditures

They include the cost of hiring a foreign technolcgist,
training several local technicians and all other costs of im-
plementation as shown in Table 9 - 1 /except for land regis-
tration fee/. In particular, this cost item includes cost of
layout and installation of machinery and equipment, which is

supposed to be done by a local contracting company.

e. Investment During Production

In the present analysis an operation period of ten years
has been assumed. It is foreseen that the initially procured
equipment will function throughout this period and no major

replacement will be necessary. The only exception refers to
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spare parts and tools, their initial stock being supposed
to be used up within five years, and therefore, there is a
need to provide for another set of spares in the fifth year

of operation. The estimated cost is US$ 5.000

10.1.2. Working Capital Requirements

Except for the initial stock of spares and tools, which
are purchased together with the main oroduction equipment,
the remaining working capital will be provided at the beginning
of the operation phase. The required amounts of particular
working capital components have been computed by COMFAR on
the basis of the specified minimum coverage periods. Assuming
15 to 30 days periods for most of the assets, but 3 days only
for raw materials /citrus/ and 3 days for accounts payable
/most of the supplies will be paid against delivery/, the ini-
tial net working capital required is US$ ca. 590.000 with
accounts receivables constituting more than 50% of that amount.
A detailed breakdown of the working capital requirements for

a normal full-capacity year of operation follows /Table 10-2/.

TABLE 10 - 2

Working Capital Requirements

Amount
i, US$7000

1 Minimum Cove-

rage Period
io days

ITEM

867.65
461.84
155.66

|
|
)|
+
1. Current assets - total {
l
3 { 34.87
|
|
|
|
!

|
<
T
|

1.1. Accounts receivable | 30
1.2. Raw Materials |
1.3. Work-In Progress |
1.4, Finished Products |
1.5. Cash-in-Hand E
|
|
|

15 180.82
30 55.95

2. Current Liabilites - total 34.87
2.1. Accounts payable 3 34.87
3. Net Working Capital /1 - 2/ 854.28
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10.1.3. Total Production Costs

The total production costs can be broken down into

five major categories:

FACTORY COSTS - including cost of raw materials, utilities,
energy, cost of direct manpower, repair, maintenance and fac-
tory overheads.

ADMINISTRATION OVERHEADS,

MARKETING AND DISTRIBUTION COST ,

FINANCIAL COST,

DEPRECIATION.

Cost estimates for some of the above mentioned items have
been made in previous chapters. In what follows a summarized

description of particular cost items is presented.

a. Raw Materials

Main raw material are citrus fruits of four kinds: Shamouti
oranges, Valencia oranges, grapefruits and lemons. They account
for ca. US$ 2.4 million which is more than 70% of total fac-
tory cost. In addition, small quantities of some auxiliary ma-
terials are being used for the production /chemicals, filter
paper, filtration aids/, their value reaching US$ 26.000 a year.

Raw material costs are presented in Table 10 - 3.

b. Consumables and Packaging Material

Consumables constitute minor cost item, their annual value
not exceeding US$ 60.000. They include cleaning materials, oil
and greases. By contrast, packaging is of a more considerable
importance. The so-called primary packaging material consists

uf barrels /250 kg/, tins /5 kg/, 1 litre cartons and regular 0.25 litre

cartons. Their annual value varies around US$ 440.000 /Table 10-4/.
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~ Raw material cost/full capacity/

TABLE 10 - 3

COST IN “000 US$
lFovei@

| Unit |

Unit =QE¢Tt1ty

ITEM

Total

| Prices | Local

1

1500.0
510.0
143

15.0
8.0
3.0

5

2.2. Filter paper - 2000 units

-~ Cost of packaging and consumables/full capacity/

TABLE 10 - 4

Local Foremgim L(XI) &%l

|
I

Unit
Price$

|
|

1. .
ITEM |Unit l%mﬁ/

OST

| c

2.1. Cleaning Material
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c. Utilities

The plant will use electrical energy, water and fuel oil. The
estimated consumption and annual costs are given in Table 10-5

below.

TABLE 10 - 5
Cost of Utilities

| | 1 1 ] COST IN ~000|
. ITEM l UNIT | QUANTITY l PRICE | US$ /local/ |
' I | I | |
I I | I I I
|1. Electricity | kWh | 1150000 | 0.06 | 70.0 [
I2. Water { m3 : 50000 { 0.12 l 6.0 {
|3. Fuel | t | 900 | 61 | 55.0 |

| I | | |
I I | 1 I
|4. TOTAL UTILITIES | | | 131.0 |
, | I | I

d. Direct Manpower

The plant will employ altogether 72 people, of which 59 will
be directly involved in the production process. The detailed
manning table and expected cost of labour is given in Chapter
8 - see Tables 8 -~ 1, 8 - 2, 8 -~ 3 and 8 - 4. Consolidated
figures are presented below /Table 10 - 6/:

Table 10 - 6 —-- Cost of Direct Manpower in US$

} ITEM { VARIABLE { FIXED { TOTAL }
. 1 I | | |

{1. WAGES } 141.607 ! 82.240 = 223.847 }

|

|2. SURCHARGES | 56.643 | 50.013 | 106.656 |

| | | | |

| [ | 1 I

|3. TOTAL | 198.250 | 132.253 | 330.503 |

| I | I |
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The cost ¢of direct manpower has been computed under the
assumption of 8 hours working day and 257 working days in a

year. Indirect manpower will be included in overhead costs.

- e. Repair and Maintenance

The annual cost of repair and maintenance for buildings and
structures is estimated at US$ 38600 and for machinery and

equipment at US$ 40.000 /both locally provisioned/.

f. Factory and Administration Overheads

They include salaries and fringe benefits of indirect man-
power, rents for cold-storage facilities in Jericho, Jerusalem
and Amman as well as standard overhead costs. They have been

summarized in Chapter 7 and their annual amount is US$ 2.623.000.

g. Marketing and Distribution Cost

As it was stated in Chapter 3, sales and distribution costs
are estimated at 15% of total sales revenues. This will amount
to US$ 657.000 in the first year of operation, to US$ 821.000
in the second year and to US$ 1.061.000 from the third year
onwards. Detailed breakdown of these costs can be found in

Chapter 3.

h. Financial Cost

Loan financing covers 25% of initial investment expenditures
and 6% interest rate /in real terms/ is assumed for this loan.
Both figures are comparatively low and consequerntly, the fi-

nancial charges are of lesser importance. During construction

period, capitalized interest does not exceed US$ 29.000, which “
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is merely 0.7% of total investment cost. The lcan is assumed to be
repaid over 5 years with one year grace period for the first

year of production. Cost of finance gradually decreases from

ca. US$ 58.000 at the beginning of operation to US$ 12.000

in the sixth year. Even if one takes the higher figure it étill

constitutes less than 1.3% of total production costs.

i. Depreciation

The following depreciation rates have been assumed for

the fixed assets:

- Land 0
- All Machinery and Equipment 20%
except for:
juice receiving tank

spent peels container

10%
reception bin
storage bins
- Incorporated Fixed Assets 20%
~ Pre-production Expenses 20%

Depreciation and amortization charges have been calculated
by COMFAR. The annual amount of depreciation gradually decrea-
ses over the life period of the project from US$ 559.000 in
1989 to ca. US$ 33.000 in 1998.

10.1.4. Sales Revenues.

Consolidated figures for net sales revenues have been
derived from Tables 3 - 1 and 3 - 2, and are presented on

the next page /Table 10 ~ 8/.
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TABLE 10 - 8
Sales Revenues /in US$ “000/ .

I I | i 1
} ITEM | YEAR 1 | YEAR 2 }YEARS 3 - 10|
[ I

{1. Concentrated juice I } { {
| - exports | 1516.7 | 1859.2 | 1887.8 |
l - domestic market I 133.5 } 203.0 ! 203.0 {
2. Natural Strenght Juice | I | I
{ - exports { 2130.4 } 2676.5 l 3148.1 {
} - domestic market ! 450.0 } 549.0 } 616.5 {
3. Peels

; — domestic market { 150.0 I 187.5 } 225.0 {
:4. Nectars ; l = {
| - exports | - | - | 630.0 |
{ - domestic market { - ! - } 360.0 }
|5. Promotion Cost /1%/ l /43.8/ | /54.75/ | /68.5/ |
56. Incentives to Wholesa- { l } I
; lers /1%/ l /43.8/ { /54.75/ | /68.5/ }
I I I
i?. TOTAL NET SALES REVENUESl 4293.0 I 5365.7 I 6933.4 ;

The above figures have been computed under the ar umption
that not more than 17 -~ 18% of natural strength juice and
not more than 8 -~ 9% of concentrated juice will be marketed lo-
cally and the major part of the output will be exported, mainly
to Jordan and other Arab countries. However, more than 1/3

of orange nectars production will be sold at the domestic mar- -

ket but since nectars constitute only a small fraction of total
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output /not exceeding 15% of sales/, this will not alter the

generally outward orientation of the project.

It has been assumed in the 'basic version" of the COOMFAR evaluation

that promotion costs will vary about 1% of the sales revenues. The promo-
tional budget will cover television advertisement, newspaper

advertisements, other forms of publicity as well as necessary
market reseach in new areas and in service training of sales-

men.

A 1% discount for wholesalers is conceived as a promotio-
nal incentive and will continue for the whole life period of

the project.

10.2. Financial Plan.

10.2.1. Sources of Funds.

The complex political and socio-economic situation of the
occupied territories requires a special pattern of financing.
Vital interests of both private and public sectors have to be
accomodated and at the same time the capital structure of the
future company must provide a sound finanical basis for the
project. It seems therefore reasonable to seek for a combina-
tion of equity and bank financing on one hand, and for a ccmbi-
nation of private and public contribution on the other hand. It is
conceivable that the Gazan business community can raise a con-
siderable proportion of funds necessary to initiate the pro-
ject. If the company takes legal form of limited company, the
equity contribution of the private sector would be assumed around

50%.

To secure the interests of public sector and to avoid ex-
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cessive influence and control over the project from private bu-
sinessmen, the remaining part of funds should be provided by

the public sector.

This would certainly help in maintaining fair wage po-
licy and working conditions, high quality standards and rea-
sonable prices for citrus producers. It seems also that if a
sort of balance is established between public and private
participation in the project, it will certainly not discourage

private investment from furthar expansion.

Public contribution can take the form of equity and loan finan-
cing. Investment credits are available for industrial purposes
at 6% real rate. For the present analysis it has been assumed
that 25% of initial investment will be covered by equity funds
from public sources and 25% by loan frcom public finanical in-
stitution. However, it must be stressed that this is only a tenta-
tive proposal and no specific measures and committments have
been made so far to secure the proposed financial structure of

the project.

The total cost of initial investment reaches almost
US$ 3.9 miilion. In Table 10 - 9 below the sources of initial
funds are presented.

TABLE 10 - 9

Sources of Initial Funds

TOTAL 3865

| ITEM | AMOUNT IN USS “000 i

: Equity - private sector : 1933 :

| Equity - public sector | 966 |
Loan - public sector 966

| 1 il

| I
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In addition to this, funds must be secured to cover interest
during pre-production, which amounts to ca. UsS$ 29.000. Much
more important, however, is a need to finance the initial wor-
king capital requirement of ca. US$ 600.000 at the very beginning
of operation phase. This amount, which is not included in the
initial investment costs will have to be covered either by ad-
ditional equity or by short term loan financing, e.g. in form

of bank overdraft.

10.2.2. Alternative Financing Pattern

Initial investment outlays could be reduced substan-
tially if instead of buying the equipment, a lease agreement
could be reached with one of the European manufacturers. Under
lease financing. a company pays a certain rental every year
which is tax deductible. The present value of lease financing
is:

P. = Z e/l =t/

L /Lo

where aj; stands for annual rental, t ic che tax rate, r is the
interest rate and n is the period of leasing. The value of Py
can bc compare . with the initial payment for the equipment, say
Pg. It may well happen that Pp <~PB and lease financing would
be preferred. This could reduce the initial capital . quire-

ments by as much as 50% of total investment.

10.2.3. Payment Scheme

If the equipment is to be purchased from a foreign su-

pplier, the cash-against—documents form of payment sh~ .3 &

1

neg: ted first.However, this may be difficult to o on
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with the supplier because the importing company has no esta-
blished financial reputation as yet and also because the de-
livery is to be done to a politically unstable area. Thefe-
fore more likely is a letter-of-credit form of payment. Ta-
king into account possible terms of delivery and the amount
of required cash deposit with Israeli bank, the following

payment scheme can be suggested:

- 30% deposit while placing the order, i.e. six months after
the investment starts.
- 60% against the documents /Bill of Lading/ sent to the bank.

- 10% after the clearance of the delivery.

Since no decision has been taken yet as to the fcrm of
payment, in further calculations it has been assumed that the
payment for the equipment is split evenly between the second

and third half-year period of the construction phase.

10.2.4. Repayment of Loan

It has been assumed that the loan will be repaid over
five years in equal annual installments with gradually decrea-
sing interest paid annually at the end of the calendar year
on outstanding balance. One year grace period has been assu-
med for the first year of operation, wh- - production capacity
is used only at 61 - 62%. The actual r ients start in
the second year nf operation and continue for five years.
However, the interest is paid from the first year of operation.
Detailed presentation of loan repayment is shown in CO:IFAR

Schedules /Appendix 2/.

10.3. Financial Evaluation

Financial evaluation of a project requires the prepara-

tion of three mein financial statements: proujected balance-
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sheet, projected net-income statement and cash-flow table.
These documents have been computed by COMFAR programme. On
the basis of the information provided by these statements se-
veral important measures of financial /commercial/ - lability
are also calculated, i.e. a number of ratios for financial
analysis. Furthermore, internal rates of return on invest-
ment and on equivy, together with the net present value of

the project will .omplete verall picture of the profitability

of the project.

10.3.1. Balance-Sheet

The capital structure of the project reveals a do-
minant position of equity funds - the long-term debt/equity
ratiois 25/75 at the beinning of the operation. In more dis-

tant periods equity preserves its position.

On the liabilities side, reserves in the form of retained
profits are being gradually accumulated, reaching ailmost 80%
of total liabilities at the end of the project’s 1life. They
are matched on the assets side by increasing net cash surplus
which in turn, constitutes over 90% of all assets at the end

of the project’s life period.

Fixed asset: amount to almost US$ 3.3 million at the
start, decreasiny aradually to ] million at the end. Current
assets /inventories, receivables/, reaching 15 - 17% of all
assets during the first two years of production, do not ex-

ceed € - 8% at the end.

In the debt structure, long-term loan dominates during
the first half of the project’s life, and after it has bheen
repaid, a small amount of accounts payable remains the only

outside liability.
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10.3.2. Net Income Statement

The Net income statement reveals that gross taxable profit
yielded by the project is positive throughout the whole life period,
except fcr the first year (1989), when a loss occurs of ca. US$ 90.000.
This however, is to be seen as the normal effect of a slow start-up.
Sales in the first year are only 62% of full capacity output, and
the proportion of fixed costs is quite substantial. However, in
the second year (1990), when capacity is used at 78% the project
exhibits already a gross profit of US$ 212.000 i.e. ca. 4% of sales.

In the next years when the production capacity is fully reached,
annual gross profit rises from US$ 922.000 (1991) to 1.5 million

(1994 and after), i.e. from 13% to 21% of sales revenues.

The Israeli corporate tax rate of 25% of taxable profit is
applied to this projeci with no allowance for an initial tax
holiday or other tax ailowances. On this basis, the net profit
would be positive from 1990 and rises thereafter until 1995, wnen
it levels off. At full capacity (1991) net profit is 9.8% of sales
revenue and in 1995 it is 15.8% of sales revenue which is still a

comfortable figure.

10.3.3 Cash-Flow Table

The cash-flow table compares financial inflows and financial
outflows connected with the project in particular years. The table
produced by COMFAR programme (Appendices 2 and 3) exhibits both the
financial surplus (or deficit) and the net cash-flow from
operation. It can be seen that except for the 1irst year of pro-
duction, outflows are matched by inflows in every year. The deficit
of funds in the first year is produced by a low level capacity
utilization and by a build-up of inventories, necessary to secure a
smooth operation process. However, the deficit of ca. US$ 60.000
during the first year of production is very modest (not exceeding

1.5% of sales) and may be covered by a bank overdraft.
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In all other years the project produces a financial surplus, and
therefore, the financial liquidity is secured. Net cash
flow is also positive in all but the first year, and even
then the deficit is negligible, not exceeding US$ 2000. Du-
ring the full capacity period, the annual net cash-flow va-
riec around US$ 1.2 million which is about 30% of initial
investment cost. when cumulated net cash-flow is examined
it can be seen that it turns positive at the beginning of
the fifth year of operation, indicating a pay-back period
riod for the project of about four and a half years. These results
would be even more favourable if this project is granted a tax

holiday in the initial years.

The cash-flow table also reveals, that the project is
export-oriented and will give substanial revenues in terms
of foreign exchange. Net annual foreign exchange income rea-
ches almost 5 million "JS$ at full capacity which is more than

enough to cover initial foreign exchange expenses.

10.3.4., Ratio Analysis

The overall financial picture of the project can be
assessed as very healthy on the basis of the three finan-

cial statements discussed above.

However, it is always a good practice to examine finan-
cial ratios for the projects as they may give additional con-
firmation of the conclusions derived. Scme of the ratios have

veen discussed earlier /e.g. profitability ratios or capital
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structure ratios - see paragraph 10.3.1. and 10.3.2. . What
remains therefore, are liquidity ratios and debt-service

ratios.

Liquidity ratios reveal no financial squeeze whatsoever.
The current ratio never drops below 20, and the '"quick"

ratio ranges between 1.6 and 2.0.

Debt service ratio is defined as relation of debt ser-
vice payments /principal plus interest/ to cash generation
/net profit plus depreciation/. This ratio - under given
assumptions as to the loan repayment pattern - is very low,
decreasing from ca. 35% in the second year of production to
ca. 18% in the sixth year of production. This means that no
difficulty should be met while servicing the debt. All com-
puted ratio values comply to most demanding banking require-

ments.

10.3.5. Profitabiiity Measures

It is normally sufficient for the proper evaluation
of a project to compute two familiar measures of profitabi-
lity - internal rate of return /IRR/ and net present value
/NPV/ - both based on discounted cash-flow technique. These
measures have been computed by COMFAR programme and are as

follows:

a. Return on Equity:
NPV at 10% is US$ 2.325.630
IRR /E/ is 22%

k. Return on Total Investment:
NPV at 10% is US$ 2.236,900
IRR is 20%
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Higher value of the IRRE than the IRR demonstrates leverage ef-
fect of the particular loan-equity proportions in the initial
financing. As it is seen, both NPV and IRR give comparative-
ly nigh figures, clearly indicating high profitability of the

whole venture under given assumptions.

10.4. Uncertainty Analysis

Although the foregoing analysis revealed very favourable
commercial viability of the project, it is advisable to carry-out
some elements of risk analysis in order to check the project's
sensitivity to changes in the most critical parameters. Two familiar
tcols will be applied with this purpose in mind - break-even analysis

and sensitivity analysis.

10.4.1. Break-Even Analysis

Break-even analysis wiil be done for a typical, full-
capacity year of operation, say year 1992, for three parame-
ters - price, unit variable cost and output level. The follo-

wing formula is to be used:

px = f + cx

where p stands for selling price , x - for output level, f
for fixed costs, and ¢ for unit variable cost. Fixed cc3t is
calculated as follows/see paragraph 10.1.3./:/All figures in
Usg * 00C:

wages 132.3 /fixed component conly/
overheads 107.3

salaries 155.0
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depreciation 559.000
TOTAL f = 953.6

a. Break-Even Price
+++++4++rtE++++
From the formula above we obtain:

- 3
X f + cx _ 953.6__+__/6135.9 - 953.6/_ p* 0.8678 = 86.8%

x 7070.4

Since The selling price has teen assumed 1 because of multi-pro-
duct output structvre, the result obtained indicates the minimum
level of price, at which the project breaks even in 1992. The mar-
gin is surprisingly small showing the high dependence of the

project’s performance on the selling price level.

The price can drop by only 13.2% without producing a loss.

b. Break-Even Unit Variable Cost
S N R R e S S

The formula is changed slightly.

! px - f 7C70.4 - 953.6
= = = = 0,865 ~ 86.5%
x 7079.4

The result is similar which is no surprise. The break-even
unit variable cost is 8€.5% of the selling price - above this

level the project would yield a loss.

¢. Break-Even Outgut Level
B e R B X T O S

The relevant formula is as follows:

f 953.6
X = = = 0.505 ~ 50.5%

p - ¢ 7070.4 - 5182.3

The break-even output level is 50.5% of the full capacity level.
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d. Break-Even Analxsis for Another Year
P R R R R o R Al o o O e S o o S

The obtained figures indicate the relatively high sensitivity
of the project to the changes of price level. However, this
dependancy diminishes if one takes other operation years into
account. Below break-even selling prices are given for par-

ticular years.

I |
| YEAR 1990 1991 1993 1994 1995 - 1997 - 1998 |
| |
[, x |
IPR;CE 96.1 86.9 84.1 79.1 78.9 78.8 |
| I

In spite of the gradual decrease as observed during the
life period of the project, the values of break-even price
are still to be considered as high, indicating a substantial
vulnerability of the project to the selling price level varia-

tions.

10.4.2. Sensitivity Analysis

The sensitivity analysis has been run to examine the
project’s dependence on selling price changes and raw material
cost changes. All computations have been done with COMFAR and are

presented in Appendix 3.

a. Selling Price Changes

Orie simulation has been run tc check the impact of the selling
price decreas. by 10%. In this case the IRR on total invescment

becomes 7-2%, a fall of 04 % compared with the basic version.

This gives another confirmation of high sensitivity of the project
to changes of the selling price level. Practically, it can be stated

that if the selling price goes down by 15% the project will not be
worthwhile.
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b. Raw Material Cost Changes

The increase of the raw material cost /citrus fruits/ by
10% has no substantial impact on the project”s financial po-
sition, IRR/E/ drops to 14.5%, IRR on investment drops to 13.5%,
which still is safe enough. The profits however, would be
wiped out if the raw material cost increase were of 30% or

more. This however, is quite unlikely.

10.5.3. Concigsion§_

The financial evaluation proves that the project has
a healthy financial structure and assures an adequate level
of commercial profitability. However, as pointed out earlier

the project is highly vulnerable to the selling price level.

This suggests that there is a need to examine the
reliability of the price assumed in the study. On the other hand,
the project should take measures to reduce operating costs as much
as possible. Secondly, the promoters may try to obtain some tax
incentives similar to those enjoyed by Israeli enterprises. If
a tax holiday is granted the IRR will show a higher percentage
and the net cash flow will aiso be higher than that in the

basic version. .

In conclusion, it is suggested that the following
options be examined, which might also enhance the financial sound-

ness of the project.

- extention of the operation period from 10 to 15 years;

- introducing long-term agreements for raw citrus supplies
from farmers at a pre-determined, guaranteed price;

- lease of the main production equipment /instead of purchase/;

- no matter what specific tax rate will be applied a tax ho-
liday of 3 - S years should be sought fer;

- extension of the variety of fruits being processed in the
plant by e.g. plums, grapes, peaches, tomatoes;

- establishment of a twin plant in the West Bank region under

integrated management and pursuing coordinated sales policy.
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APPENDIX 1 - TABLES AND FLOW-SHEET

Selected Statistics on Beverage Consumption

Total expenditure on Some Food Stuffs in West Bank

/Thousand Shekels - Base Year 1979 -~ 100/ /

irYEAR |T 1979 { 1980 Ir 1981 |T October 1982 !
I[ I [ | [ |
I Qt. { 403.2 { 1004.5 } 2830.7 { 8745 }
}Beverages / ! 100 / { 249 / { 702 / } 2169 / I
{ Qt. { 330.8 { 815.4 ; 1915.3 } 4809 :
{Alcoholics / I 100 / } 246.5 /i 579 / ; 1454 /

I Qt. } 637.9 ‘ 1270.4 } 2163.6 : 5834.9 I
IHot Drinks I I Il l }
ICigarettes | | | | l
| / l 100 / l 199 / l 339 / | 915 / I
}Mnk and } } } } }
|Milk Pro- I l I I |
Iducts Qt. ' 376.2 I 1127.4 | 2122 I 5301.2 '
{ / { 100 / } 564 / } ; 1409 / }
} Qt. } 338.6 I 896.5 ! 2186.6 I 5145.3 }
| Eees u | | | |
I / | 100 / | 265 / I 646 / | 1520 / |
} Qt. I 370.2 { 887.7 } 1897.1 { 5297 }
IPastries | l | l |
| / | 100/ | 240 /| 512/ | 1431 / [
} | | I | |
, | | | | |

Source: Combined Statistical Official Data

Different Years
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TABLE 3 - 2

Consumption Rates of Citrus Drinks by Variety of Location in West Bank

T

| Area/. Size of Amol Merket  Unit o Quntity Total |
| District Size 1000 Unit Price $ 100L Drik Coc. Price Drink |
| Nect. 10008 |
| Nect. l
I 1
| 4litre co. 5.5 225 20 12.375 |
[HBRN 3 litre con. 2.5 3.00 7.5 7.500 |
; 2 litre 3.0 1.25 6.0 3.600 |
| 1 litre 70 0.75 70.0 52.800 |
| 75 cent.litre 38 0.3 28.50 11.780 |
| 65 cent.litre 25 0.29 16.25 7.250 |
| 33 cent.litre 250 0.14 8.5 35.000 |
; 15 cent.litre 750 0.03 112.50 22.50 |
| SUB TOTAL 25 - ;S LEB 1260 |
| EEDIEEM 4 litre 20 a0 & £0.00
| 3litre con. S .0 15 15 }
; 3 litre rect. 4 2.40 12 $.60 |
; 75 cent.litre 38 0.3 8.5 13.300 |
| 33 cent.litre 680 0.13 214.5 84.500 ;
| SUB TOTAL % 12 w0 %00 9.a0
| ERISALEM 4 litre con. 35 3.5 10 113.00
; 3 litre con. 45 3.0 135 135.00 ’
| 3 litre nect. 0 2.3 2 69.00 |
| 2 litre e 1.00 64 2.000 |
| 1 litre 7 0.65 76 49.400 |
| 65 cent.litre 13 0.57 84.5 74.100 |
| 33 cent.litre 1080 0.16 %5.4 172.800 |
| 25 cent.litre 400 0.15 100.00 60.000 |
| SUB TOTAL 25 0 680.50 248.00 69.00 38.30 |
| RMALLAH 4 litre.con. 12 3.0 8 40.50 !
| 3 litre.om 5 .0 15 15.000 |
| 3 litre Nect. 4 2.30 12 9.200 '
| 1 litre £S 0.62 &< 20.460 |
| 65 cent.litre 125 0.6 81.25 8.7 |
| 3 centt. litre 650 0.15 214.50 97.500 |
| 25 cent.litre 850 0.13 212.50 110.500 |
| SUB TOTAL 63 12 54125 S5.800 9.200 27.210 |
| FRID 4 litre con. 1.3 2.9 5.2 377 |
1 3 litre 8 1.75 144 6.5 |
| 2 litre 2 1..0 50 5.0 |
| 1 litre 160 0.58 160 ».80 |
| 75 cenu.litre 86 0.25 64.5 2.5 |
i € cent.litre 74 0.2 8.5 6.8 |
; 0 cnt.litre 12 0.21 6.0 2.5 |
| 3 cent.litre 05 0.13 265.65 104,65 |
| SUB TOTAL 5.5 708.65 3.7 %9.25 :
|

-—
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TABLE 3 - 2 /continued/

Consumption Rates of Citrus Drinks by Variety of Location in West Bank

GRAND TOTAL 0.T. 491.7 144 4143.9 442.845 110.8 2068.555

i Area/ Size of Arual Merket Unit Core. Quantity Total :
lDistrict Package Size 100 Unit Price $ 1000 L Drink Conc. Price Drink I
I Nect. 10008 |
1 Nect. o
I |
| NABLUS 4 litre.conc. 6.0 3.4 24.00 2.4 |
l 3 litre.Nect. 10.0 2.3 30.00 3.0 {
2 litre 35 1.2 70 Q

| 1 litre 20 0.65 20 13 |
| 75 cent.litre 40 0.23 K 9) 9.0 |
| 33 cent.litre 198 0.16 65.34 a.e |
| S cent.litre 250 0.15 62.5 37.50 |
| SUB TOTAL 24.00 30.00 247.84 20.4 23.0 133.38 }
| TULKARM

| 2 litre 4.5 1.25 9 5.625 |
| 1 litre 3 0.62 3 23.560 |
| 75 cent.litre 27 0.25 0.5 6.750 |
| S0 cent.litre &0 0.17 , 40.00 13.600 |
| 33 cent.litre 452 0.15 149.16 67.800 |
| SUB TOTAL 6.41 17.33% |
| JENIN 50 cent.litre 105 0.23 52.5 24.15 |
[ 33 cent.litre 40 0.17 132.0 68.00 |
| 25 cent.litre 210 0.15 2.5 a.s0 |
| SUB TOTAL 237.0 123.65 |
I GAZA 1 litre 120 0.57 120 68.40 I
I 65 cent.litre S50 0.38 357.5 209.70 I
I 33 cent.litre 1320 0.13 4.6 171.60 '
I TOTAL GAZA 913.1 449.0 I
I I
I TOTAL WEST BANK 1.7 144 3230.8 4:2.845 110.8 1619.5:5 I
I I
I I
I I
I |
| |
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TABLE 3 - 3 Consumption Per Capita Rates

I I P l |
| TOTAL POP. TOTAL CONSUM. PER CAPITA CONCENT oo aapyrs
i 1000 | DRINKS 1000L | LITRE | LIT.1000 | M
| I I I I I
| | | | | |
HEBRON 148 315.75 2.1 23.5 0.2
I I I I I
BETHLEHEM | 82 355 3.1 95.0 1.6
I I | I f
JERUSALEM | 119.3 770.9 6.5 275 2.3
| I [ |
RAMALLAH | 124 552.5 4.5 63 0.5
I | I I I
JERICHO | 11.8 708.65 60 5.2 0.4
| I I |
NABLUS | 135 277.84 2 24 0.17
| | I I |
TULKARM | 126.6 256.41 2 - -
| I I I |
JENIN | 115 237 2 - -
I | I | I
GAZA | 455.8 913.1 2 - -
| I | | | |
| l | | ] |

1
1 LITRE AND LESS THAN 1 L |
MORE/100 L / 1000 LITRE TOTAL /  CONCENTRATED |
1
|
HEBRON 76 24 239.75 76 315.75 100 29.5 E
BETHLEHEM 12 5 243.00 95 255.00 100 95.0
JERUSALEM 230 30 540.90 70 770.90 100  275.00 ;
RAMALLAH 45 8 508.25 92 553.50 100 63.0
JERICHO 324 46 384.65 54 708.65 100 5.2
NABLUS 120 43 157.84 57 277.84 100 24
TULKARM 47 18 269.41 82 256.41 100 -
JENIN - - 237.9 100 237.00 100 - '
GAZA 120 13 793.1 87 913.1 100 -
|
|
‘ |
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Populatior Distribution in Proposed Export Arab Markets

_ 19 -

| [ ) 1 1
| COUNTRY | NO. POP. 1980 | ANNUAL GROWTH RATE | EXPECTED POP 1986
L g L 1 |
¥ “T 1 -t |
I l | | {
| | | I |
| SAUDI ARABIA | 8.1 | 2.4% ! 9.2 |
| | [ | ‘
| JORDAN | 2.3 | 2.4% | 2.7 I
I I I | ,
| KUWAIT | 1.3 | 3.7% = 1.6 '
l | |
| U.A.E. | J.8 | 3.0% | 0.9
I I l I
| I | I
| | | |
Source: AL-Qasem, Subhi, The Problem of Food in the Arab World,

A. Shumman Institute, Amman, 1982.
Population Distribution According to Districts - 1967 - 1990
1 | | | [ 1
|DISTRICT | 1967 | 1980 | 1984 i EST. 1990 |
| | | | H |
| 1 | ! [ |
| | | I , l
I JENIN { 78.3 ! 108.4 f 115 | 123 :
| TOLKARM | 72.2 | 121.0 | 126.6 { 135.3 |
; NABLUS } 152.4 { 128.8 : 135 | 144.3 :
| RAMALLAH | 95.8 | 117.0 | 124 E 132.5 |
{ JERICHO { 9.1 : 11.3 : 11.8 | 12.6 }
| BETHLEHEM | 49.5 | 78.1 | 82 : 87.6 |
: HEBRON { 118.4 : 141.4 { 148 | 158.1 {
| JERUSALEM | 88.9 | 114.2 | 119.3 { 127.5 |
{ W.B. TOTAL ! 664.6 { 820.2 I 861.7 | 920.9 {
| | | | ! |
| | | | | |
Source: Statistical Bulletin for the West Bank and Gaza Strip 1981 Vol.2

Rural Research Centre, AN-Najah University, Nablus, West Bank
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Employed Persons and Average Daily Wages

- ! 1970 1975 1980 1981 1982 1983

}I‘otal—all ecaxmic branches W.B. 114.6 1325 134.8 133.4 140.9 147.2

|
|
i
Employed /1000/ Gaza 8.7 72.6 8.9 2.5 &.0 8.3 {
| ]
| Brployed in Indstry W.B. 16.5 2.0 2.8 21.9 23.2 24.7 :
}in the ocaupied territo- |
lries /1000/ Gaza 6.9 10.3 15.8 14.3 13.0 14.5 :
L
i 1
| Average daily wages in W.B. 0.7 3.5 2.9 89.2 201.0 487.4 {
I the ocapied territaries o 0.5 3.7 35 8.0 27.0 54.9 |
| /Israeli Shekels/ |
I I
I ]
I working in Israel/1000/ Year 1970 1975 1977 1979 1980 1981 1982 1933!
¥
| In Industry Total 2.3 1.9 13.1 16.7 15.6 13.7 13.8 16.00{
{ W.B. /1.9/ 7.3 8.0 9.3 84 7.2 7.5 8.5 |
| Caza /0.5/ 4.6 5.3 7.2 7.2 6.6 6.3 7.5 }
| 4
| Average Daily Wages Total /1.1/ 4.2 6.9 2.2 38.7 MPW.7 236.0577.9 E
}/Israali Shekels/ w.B. 1.1/ 4.2 7.0 19.1 37.6 101.0 226.0 548.4 |
| Gaza /1.2/ a.1 6.9 21.8 39.4 97.8 249.0 610.8 |
| |
R
| |
| W.B. Employees Daily Wages 1977 1978 1980 1961 1982 1983
| In Food, Beverages, and 1
I
} Tobaco — Base, Monthly, 5.9 180 60C 1467 08 836 |
| Average, June, 1977 - |
’ L 100% /Isreali Shekels/ i
| .
. | wood Indsutry 6071 !
l Lot 7934 |
| Textile and Clothes 7319 {
! Plastic and Chenicals 6437 |
i |
| |

Source: Statistical Abstract of Israel, 1984
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APPENDIX 2
BASIC VERSION OOMFAR SCHEDULES

r Litrus Processing Plant, Palestine
1985-07-25, by 2,Resat:
borirborere

2 vearis: of constructiam, 15 vears of praductisn
Turrency onversion rates:
sgraign currency | ounit = 1.2000 urits accaunting currency
tacal currency § umt = 10029 unrits accounting currency
accounting currency: 960 US §

o initia inv during constrycticn phase
Total initial i estment 3 truct h

ixed  asszets: 383,18 49.871 1 fcreign
current assets: 58,75 120,800 1 foreiga
tezal  assets 399%.%2 50,652 T fareign

Source of funds dur:aj constructicn shase

Cashflow from operations

‘ear: { <

cperating coste: 3755.57 38T

dgepreciation $59.0¢ 281,88

*arast : 57.96 PP

production cosis 4382.54 S80S, 55 S43%.47

thereof fore:gn 18,77 1 16,68 7 .8ty

tatal saies : 4380,20 767,40 7079, 85

3rose inccse -39.2 (133,28 146€, 47

net  incoze -39.34 342,43 sl
4 cash tajance -39.8¢ §7.%07 1124,4¢

net cachfiow -i.64 113270 1134.41
4 . . - . » -

Yot Present Vaiue aby 19,40 Y = 203k.9%

Intaraal Rate of Fatura: 19035 %

Return an egquityl: 16.77 1

Setirn on aguityl: AR )

Index of Schedules ;roducec 5y CINFAR

Tetal initial investaent Zashfiow Tables
Tctal investaent ,urxuq pruducticn Proracted Salance
Tatail praduction costs Net :ncoee statement
Warking Caojtal recu.rnlewta Saurce af' finance




IoeEaR 2

1

Total Initial Investment :» ‘"4 ic#$
mar . ... .. e e e 1337, {987.2 1388.1 1998.2
Fized investaent Iasts
Land, site preparatisn, developaent 3,90 308,75 B0 .00
Buiidings and Tyl works oL . 1,90 330,00 339,00 178,90
Auxiiiary and zervice fazilities | 308 .0 388.846 2.7
[ncarporated fizee assets . . . . . PR g.6c 35,40 86,70
Plant aachinery anz 23uicsent . 3000 &0 138.43 Si8.49
Tatal f:xed investaen: zasts . . . . 3.54 839.75 1292.03 12422
Srp-productics capital exgengitures. ¢, 00 220,00 7.2 474
Yot wacking Zagrtal L. ... .30 5,00 0.20 22,73
ct3l inttral investaent zosts L L. o3 859.73 15§9. 47 1514790
it farergno o0 UL L, v 3,66 300 83.58 ¢é.2

ing Plant, Palestine --- {9B6-C7-79, &v D.Rosaty




Total Current Investment :-
Yesr

e e e e e e 1399

ized invesizent costs

2.0
6.5

=g

o
<

A

0.09
9,00
.00

o

2.9

0.00

80.73

Land, site greparaticn, develzpment ¢.00
Buildings and cavii works . . . . . DI
Auxiliary and service facilities | PRON
Incorporated fixed ascess . . . . . .00
Plant, machinery and equipsent . ., 2.0
Total fixed investaent costs , . . . 200
Presraduciicn capitals expend:tures, 8,0
darking capital . ... ... . N7
Tzkal current :nvestaent costs . oL . 229.27

3 Plant, Galasting --- (¥

Total Current Investment :

L2 ¥ 1500
Fired investment costs

tand, site greparation, deveiIpaen:

Zuildinge and civil morte . L, L

Guxiliary and service raciiities

‘nrerporated fived assetz . . . L .

®iant, sachinery and eguipment . . PRDE
Tstsl éived investment costs . . . . o0

Preproducticn capitals expenditures.
Working capital . .. .. 00 e

Tetal current tavesteent costs L oL -132.7
2F st dboreign, b PR

0L, IT/FELS, Viznna

Titr.s Prozessing

t, Falestine --- 15BL-57-19, by D.Fosat

“1.9¢
RAFS



----------------------------------------------------------- ITMESR CL. - MITI ToTEIT,

Total Procduction Costs i ¥ H

Year . . . e 135¢ 1357 {e2 3% 1337 EES
% 2% noa. tapadiiy fridesstit N o S0 3,

Sawmaterzai ! . ... ... oL 134878 FEEREEN R RN ZTLE
Girer r3e 33terials . .. .. .. . 425,50 CMEIH 27T R LR
UHIIITIES L L L . L8 80 R 157,30 el e
Energ: . . . e D ]

iabsus, drvBEt L L L. L L L L AT T

~epi:~, pa:~tenince e e "85 78.:8

JEETEE L L . e ke e e e e e 200 P}

Factgary cverheslt e e e e T 10T

< e 3134.51 413481 4164, 51 4184, 5]
g vern e e e 122002 15,02 193,02 155.37
1 ile distriaut:ian thet, 06 191,50 1061.00 1061, 3%
Di-gct costs, sales and diztrisetion 141,50 141.5 141,50

DEOreCIEtifn . v e e e e 239,40 58941 381,83

Taanzial DEte L L. L. . :

Toval 3roguction TSNS . . . . e e s 473,14 3I5L.%

Jaete ser upit ¢ozitsiz oarcduct . N MO B 3" 0

BEE R0 H -l e 2 RS- 12, e TLET
i aamabist . oo L3 P L o e 2.z
Toval taboar L. . . e L€ = 46,0 435,52 49¢.%2 LN g2l

Totrus Procassiag Plant, Palestine --- 1995-07-29, by D.Rosat:
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Total Production Costs i HBDENCES |
YEar . . . e e s e e e e 1995-57 1999 1360

1 of nce. capacitv (single praduct'. DR 2.9 &2

Rawsater:ial ! .. .. ... 37LE 2878l 5.0
Jther raw matertais . . . ... .. 537,390 537,50 bR
TSR 41 N 187,90 157,99 .
ENOPgY o v v h v e e e e e e 3.40 0,92 300

- e FUR. .

Labour, dirECt . . .. ... L 3308 PRI Y
Repair, esaintenance . . . . . . . . 78,54 e 50
Spares L . i v e e e e e
Factory overheads . . .. . . . ..

Cactorveoets L L L 0 e e e e s
idainistrative overtesss . . . . . .
Indir, costs, saies and distribution
Direct zazte, sales and districution
depreziation . . . . . .. ...

Fimanzial zosts o . L o 0 0w - e

Totai sroductioncasts . . . . . . .

. ger unit ( single product ¢ . 5.90 3.96 53
foreign, 1. . e e e 12,58 12,80 3,30
varzable . .. L. oL .58 2.€4 D

Dlabour oL . .. 0. 485,52 455,52 2.

€3
e
~t

&
R al
o -

LG - I e}
-
’

e re re

-2%, av D.Rosat;

ro . - - o1 b Sata=x PR -1 —-
Citrue Progessi-g Flant, Palestine 1985-0




Net Working Capital »

Zurrent assets %
Accounts receivable . . . 30 L%
inveatarv and aaterials . IO
Erergy . . .. .. .. y -
SEares . . . v s e . i ---

Worz isgrogress ... . 3 129.3
Finished oroduzts ., . 1S 4L ¢
Cash s hend ... . ... IH LS

To%al Zurtenk aSSBYS . . . . v 4 e
Turrent liabiiitizs ans
4z:aunts savakle . . . .. . 3 126,90

Yet weriing casitsl oL L L.

‘omew -2

ircrease 1nowcriing tasital ..o

Net work:ing zapital, izzal ... ...
Net «Griing capital, feresgm .. . .

Ncte: sdéc 5 unisue dave

[ 2]
-
1
(4]
-
2]
~
o
=3
©

;ertoz s

260 €5 #

198 1999

a1t
321,10 387018
33.45 39,15
3,09 0.

Qoo 2,08
28,60 29.47
129.52 134.6!
55.95 55.3%

514,67 Tit. &9

79 LT

29,47
593.52 387,92
$09.77 77,39
7 55.27
116.35 120,80

cefficient of turncver .

1982

151,34

-

-
U ca L -4
. -

LT o }

Zr XD e

<

QO Y LD e Iy Ol
= O O CO .
wn ra

fed)
]

COMFAR T.0 - UNIGC, ITYFERS, vienng -----

159 139
31,34 1.2
%.9! 15586
9.9 3.5
3,00 ST
VY ol

<4
-
.

(73]
~1 <

34,87
130.82 186.82
35,98 55.95
28.40 889. 13

4,87 4.07

793.53 §54.28
3.00 £0.7¢

648,03 $48.21
145.5¢ 266.25

Lvleaw

255105

Net Working Capital :
YRAr . v s e e e e e s

{overage ... ... ... adc coto

Turrent assets
Accsunts receinabiz L MY
iavento-v anc saterisziz . BRI |
Saergy .o e e . e
S2378% L L v e . i .-
ASTH L0 37I37ESE L . L Tolng
Simigved products L L . 1S WD

fash:nhand . ... ... 30 .4

Tetal current 3%s€tS L . . . v . e .

Vet workiag capital . . . 0 0 o0 L
irgrease in working zapital . . . . .

vet working capital, local ... ...
Net working cacital, feresan L L. L

Nata: edc = a1niaum days of csverage ¢ coto =

o3
D
<>
<>
z
en
e

1594-98 127

o1 2 G0
b IR
[ PR TY
1S5.66 LT

e s 50N
J L M

; Jevv

L a ar

il hi

14 a3+ N

44-3!' Vel J

190 22 LA

AWV s S et

S8 3% ANy

Wi W PR

am qe i,y e

8E%. 18 2L
- .

34.8 D

354,12 121,50
0.00 -7IL8
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Esuity, ordinary ..
Equity, preference.
Subsidias, graats .

[
T

foreign .
foreign..
¢re1gn .
Jacal...,
tscal.. .,

cccal....

[ g e
-

- -
Q 'tl o O O
o~

R =2

gh [
o 3
€ W X» LI D Ls

a -

,...
-

-
[=)
~
]

Total iGan ...eeee

Turrent liabiiities
Zank averdra-t ...

Tazal finds .......

Source of Finance,

19¢7.1

0.90
2.49¢
2.0

206
2,90
0.00
0.00
2.9
9,00

construction ::

1987.2

859.75
.00
0.9¢

0.90
0.00
0.00
£.30
0.90
0.0¢

1968.1

345,23
485.00

an
oY

483.90
0.2%
0.00
059
.00
0.9¢

1988.2

528,97
462,99
0.90

487,00
2.00
§.00
R
3,06
9.00

0.90

3.00
2,00

¢.00

3.0¢
3.99

483,00

483,00

2.00

a7
-be) 2

0.00

853,75

1€ T
AL It

I TN

C:trus O-scessing Plart, Palestine --- 1986-07-29, by I.fosat:

COMFAR Z2.¢

Source of

Squity, ordirary .,
Eruity, graferen

Liae N c
R
Subsidies, jrants .

L1an A, foreigh
Loan 8, fereign..
Loan ©, foreign .
-can A, ictai....
tean B, Iczal....

Loan o, ieral...,

Total 1oan 4eeuvnns

Current liabiiities
fank averdrast ...

Finance,

1ege

<> W
e e
Lo
<

production

1990

in 000 US ¢

1991

1992-94

'
P
FH
wa
Y

159598

]
Veld

tC/FERAS, Vienna - -

Citrus Processing ®iant, Palestine --- t9E

5-37-29, by J.Rosat.




Cashflow Tables,

Total cash infiow . .

Financial rescurces .
Sales, net of tax . .

Tatal cash autflow . .

Total assets . . . .
Ogerating costs . . .
Cost of finanem . .
Iepavamnt ., . . .,
Corgorate tax . . .
Dividends said

Surglus @ 4eficit +
Z.sula%ed cash balance

nfioe, i3Ca. ...
Dut*lom, local . . . .
Surplus | defigit )y
Inficw, foreign . .

Sutflow, foreign . . .
Surpius t geficit ¢

Net cashtlow , . . . .
Cusuiated net cashfiow

construction:

R0 UE ¥

1987.1 1927.2 1988.1 1988.2
PR 833.7% (1L 1492.97
0.0 859.75 1512.23 492,97
89 2.50 0.0% 0.0
.30 9%9.735 LA N 1518, 79
2.00 959.75 1512.23 1492,97
0.00 £.00 .00 ¢.00
2.90 5.00 T4 L
.90 5.0 .00 2.9
0.00 DR 3.00 0.9
.00 2.5 0.00 .00
3.0 5.0 -7l “H.T3
9.9 1.0 -7 24 -28.98
0.1 85%.75 1679.23 1070.2%%
2.84 859,78 =6 S8
2.00 2,90 479.23 498,15
8.00 ¢.0¢ 482,00 482.9!
3.0¢ 8.%0 799,47 1007, %%
5.0 599 -485.47 -319.90
.00 -859.75 -1912.22 -1452.97
0.00 -859.75 -2371.98 -3E44.95

Citrus “rocessing “lant, Palestise --- 19B4-07-19, @y L.Rosat:




Tatal cash inflow . .

Financial rescurces .
Sales, net of tax . .

Total cash outfiow . .

Total assets ... .
Operating costs . . .
Cost of finance . . .
Repavaent . . . .
Corpaorate tax
Dividends paid

Surpius ! defrcit ¢
Cuaulated cash halance

Inflow, Iozal . ...
Jutflom, iscal . . ..
Surgius { deficit )

Infiow, fcreign ., .
Jutfiow, fcreign . . .
Surplus @ deficit i

Net cashflom . . . . .
Cusclated net coshflom

Cashflow tables,

production :»  X0L5#
198§ 199 1°%! 1992 1997 1994
05,21 5480.28 1075, 68 H19.43 7079,4% 970,43
24,51 2.0 5.2 2.00 3.0¢ 0.00
4180, 60 475,20 7576, 40 570,40 707040 7070.46
$455.01 £052.22 6124, 13 003,72 §180.0° 3116, 47
353.88 102,06 LT ¢.0¢ 89.75 0.8
185317 A645.53 542,33 co42.12 SS42.13 $542.:3
7.9 $7.98 $8.37 3478 23.18 11.59
0,00 193,28 193,20 192.29 197,20 193.2
0.9 5.8 3. 237,82 280.8! 389.55
5,90 5.0 2,00 9,00 ¢.00 0.00
-55.80 428.04 951.48 1045, 48 79,33 933.93
-38.78 139,28 12972 35T TN 4281.87
754,85 943,74 142,27 144,85 1404, 50 1404, 33
3882.29 §256.58 5185,22 S¢TTL $120.24 208,98
-3128.M -3252.82 -31787.4 -7683.58 =TS -3ESe.48
I630.34 4536.31 J65E.74 Se85. 3¢ S5EE.90 CEES. 90
381.72 545, 66 €T3t s38.83 §79,37 $07.4°
3048. 84 3696.35 £718,°3 473,12 436,507 4738.4¢
-1.84 679,20 (15104 194,88 $186.7¢ 158,72
-1856,78 -3187.59 -1964.54 -75..2% 484,62 1647,%8

Citrus "rocessing Plant, Paiesting --- [986-07-29, tv D.Rosat:




Cashflowm tables, production in

Mo US 8

YO . v e e 1995 199 1897 199§ 1999
Total cash iaflow . . 7076.40 4G 1970.4¢ 1870.80 .30
Financial resocurces . 33 .29 0.%0 3.00 3.0¢
Sales, net of tax . . 707¢.48 LA 7670.40 700,40 £.%0
Tatal cash outfiow . . 59:4.57 51457 £3:4,58 59:6.56 -732.78
Ict:l assets .. .. 0.09 0.06 §. 0 9,90 -747.55
Gperating costs . . . §542,13 554213 5213 5542,43 0.00
Zost of finance , . . -0.%0 0,99 3.38 6.3 9.50
Regayaert ... .. 2.0 LM 0.00 3.00 97
Carporate tax . . . 73,45 mLes 372,45 7387 0.%0
Dividends gaid . . . 3.5 2.90 6.00 9.%0 3.90
Scrplus ¢ deficat } . 115,83 155,83 1155.82 1154.41 132.78
Cusuiated cash Ba.ance 5437.50 $597.32 7749, 15 3993.5% 9436.33
tafiow, local . ... 1404,50 1404.50 1404, 50 140479 0.00
Qutfiom, focal . . . . g21..37 210,87 §211.88 S213.23 -543,03
Surplus ¢ deficit ' . -38067.77 -3807.37 -3807.58 -380€.79 548.43
[nélom, foreign . . . 3665.90 545,50 S64%. ¢ S665. %0 0.%0
Jutélow, foreign . . . .7 192.70 T2 0.7 -54,73
Surpius © deficit ) . 4957.20 4953.2 4963.2¢ 951.% 34.75
Net cashflow . . . . . L135.83 1155.83 1158.82 1154.4¢ 732.78
Cusulated net cashflow Pk A 1935.20 Sii1.02 §285.43 4998.21

Citrus Frocessing Piant, “alestine --- 1986-07-29, 3y D.Rosat:

Cashflow Discounting:

3} Equity paid versus Net incose flow:
Net present valie ...ooiieiennnn
Incernal Rate of Return (IRRED ..
5! Net Worth versus Net cash returm: )
Net prasant vali® ...eienennens
{nternal Rate of Return (IRREI' .,

-
L1

1186,12 at
1877 %

AL at
22,001

<} 'nternal Rate of Return on total investaent:

Net present value ..oeaicceneens
tnternal Fate of Seturn [ IRR) .,
Net Worth = Equity paid pius reserves

1736.90 at
19.9¢ %

19,90

.
~»
.

<>
<>

19,00 2

"

”2

IIMFAR L1 - UMIDS,

TO/FEAS, Viewnma

Citrus Processing Plant, Palestine --- 1986-07-29, by D.Resats
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Net
Year .

Total sales, inci.
Less:

Variahie sar:in
fis % cf taotal sales

Non-variabie 23ss,

Jperaticnal sargis
4s 1 cf ‘ota. saies

Coss of fipance

§ross previc . L .

sales Lax . .
sales tax,

Alemances . . .. . .

Tarabie profit . .

hd
Jah L T TR S 4
Net sofit L, L .

>ividends paid . .
indistrid

Srass profit, 1 of
Net grofic, A oof
RCE, Net orofit, %
RCZ, Net or

total saies
total sales

vartagle costs. incl.

uted srefit . L L
Ac.asulated cndistridutec profi

Gf equity .

séiteintarest, L of

Income Statement :

.

. .
“ e

v o

. .

re v

s e e
D

invest,

4380.40
97,80

1999

PLIN ]

1€9.50

199

7870. 40

1415

COWFAR 2.1 -

1992

e
141,50

1397

T

141.50

§292.60
8.9

§324.38

- *n
85,75

98.03

5995.44

§928.36

8.3

$959.43

928,90
3.0

3959.43

296,95
98.30

sret.e

-31.58
-0.7

57.9¢

n
70,2

L)

(%))
-
-&)
o

49.27
13.7

48.%7

949,27
13.7%

34,78

l1do. 43
16.21

23.18

)
N

Parr)
b

< LN
€2 o

-99.34
ERL}

.
LW

2.80

2,3

53.48

¥21.90
2.07
322.%

173 1
oo

334,49
0.00
.49

-y 2w
23%.82

1123.24
0.00
1123.24
286,31

-39.34

.00
-89.54
-85.54

-2.04
~2.04
=399
-0.72

e3L.17
ﬁ \F

232,17
sl

T61.87

7T AL
bt Ve

3,78
.28

18,04
awew

760,87

P
*:0 87
chom e
152,73

1L
3.9t
24,3

W5.00

342.43

3,50
.43

ST
15,89
HAR
29.58

8.5

Titrus Prorassing 2lant, Pajestin

S et v B Rmpsbe
o= ;qﬁ @7';7. oy i1 134




Net Income Statement :

Year . . . . e e e e e e

Tstal salee, incl. saies tax . ., . .
iess: variabie costs, inc.. sales tax.

Varwable margin . . ... .. ...

570,40

141.50

1995

757646

A

14,58

1998

70,40
141,53

133

£929.93

6925.5¢

4328,9¢

§s I cf totai saies .. ... ... 3.4 98,36 8.9% 2503

Nen-variabie costs, 1azi. jesrecigzion L3N S0 3479, 40 S438,0% LIS
Coeraticrai 2argin . . . . .. ..., 1489, 7F 1485.79 1489.79 1457.80 143547
As T of cotal sales .. ... .. Ly PSS <197 L .15
SCEE of FINEACR L . v . e w s e s 1.5 -5 8.¢0 3.00 0.00
SeBe BrAftY L L . e e e e 3.2 (487,79 148%.73 1485, 2 1495.47
AliCwanies . o « v v v b e b e s e G W63 3,00 .90 .00
Tarzhle 3725 L L . o v s i e e 478,20 1423,79 1489.7° 1485.80 .495,47
L S 82,53 7148 ITIL48 3T 37337
Nz arofit L . L h e e e e e e 1198.55 s 3734 117,38 112
SividemfE 328 . . . . o . e e e G, 09 8.4 b, 6 4 L.at
sndistriguzed orofit L . . w . e e v 1108, 43 111734 A0 | e 11258
dccusclates cndistributed grafie, L . 413,52 871,18 S648,50 278588 7887, 48
Sross crofit, % of total sales . . .. 20,31 . 20,97 B 3134 2.8
Net proéic, % oof datal sales ., . . 15. 42 1£.30 5.8 1.8 5.86
AOE, et arofst, Y of equrtv . .. .. 38.24 38,54 73,58 78,54 73,59
RCI, Net grositeinterest, 1 o8 invest, 2455 23,59 2L 23.9% i Y

Zitrug Pracessing Slant, Paiestia 2:-07-2%, 8

-~



Net Incaome Statement ir H9LE$

YOI . . v e e e e s . 1999
Totai sales, incl. sales tax . . . . . .40
Less: variable costs, inci. sales tax, 2.00
Variable margir . .. ........ 0.0
As L of total sales . . ..... .. 3.00
Nen-variable costs, incl, depreciation ‘-3.30

Gperational sarqin . . . . ... ... -0.32

Tof total sales . .. ...... 3.60
Castof finance . . ... . ..., 0.00
gross grafit o . v . 0w e e e -).3¢
ALIOMANCES . . . v e e e e PR
Tagaple ;-ofit . . L . .. L e e -3.28
R 7 N e 4,30
Netproéit . .. L. L ... .. -8,3¢
Sividends 2aid . . . . . . . ... 2,400
Undistributed profit o . . . . L L 0,38
ficcusulated undistributed profit . . . 7887.16
Sross profit, 1 of total sales .. .. 8,00
Net srcfiz, 1 of total sales. . . . 0.90
A0E, Met profit, T of equity. . . .. -0.01
RG!, Net profiteinterest, 1 of :avest. =5.01

Jitrus Processing “lant, Paiestine --- 1985-07-07, By D.mzsat:




—eeesems TTMRAR Z.0 - UNIDZ, I30FI2E, vignna -----

Projected Balance Sheete, construction:: 0353

LT 1587, 1987.2 1536, % 1986.2
Total oassets ... . .. e . 2,95 859,75 KSR 891,97
Fixed assets, ter - ‘epreciabism §.20 $.40 359.7¢ 231,22
Construction 1n praogress . . . . 3.30 §55.75 1513.47 1453.38
Current asssts . . ... ... 2.6 3.69 G090 38.73
Cashe Bame . . . . .. .« .. 2,00 2.00 3,00 3.00
Tash su~3lus, f1namce availabie . 3.0 2.00 3,00 9.96
iges carried formard L . . . . . URID) 3,00 2.9 (URH
L28E 4 v 4 0 b v s e e e J.V\, 0.0\:’ 3.0 ':).00
Teral llastitiies L. ... ... .00 8:5.7% 237,23 3893.93
Eausty zapitai ... ... .. L £59.7¢ 2898, 9%
fese-ves, ~etainzd profit L L L . D] 8,20
L <L T ¥ 0.G0 w00
Long and sadiua tera dett . . . . R 3.0 L. M0
furrent liabilities . . .. .., . .05 £ 9.60
Sank overdraft, fimance rsguirel. ] 9,38 28.9¢
TINIDGERY . e e e e e e e G. U 4% 2 394,35
Fousty, Lof liabrizhies L L L. 2.2 10003 3.3 74,42

“la-t, Palestine ---

28, 2v D.Azzats
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Projected Balance

Year

Total assets . . ........
Fixed assets, net of depreciation
Construction in pragress . . . .
Current assets
Lash, bank e
{ash surplius, finance availasie .
.ass carried forwars .
Loss

L L I I I R I R R )

Tetai liabiitties . ... ...

Ecuity capital
iscerves, retained arzfit ., .,
Frotit

o50G and sedius ters ﬂbn* N
Current liabilities , . . . . . .
sank gverdratt, finance ragquired.
Tatal debt .. ..

e & & v 0 0 e

tquity, 1 of l:abilities . ...

M"R

IR A I. i

iierng -----
Sheets, Production in %0 05§

198¢ 1596 1951 1992 1393 1394

197,33 T84, 54 4275.28 4722.9% 422,18 8347.53
. 715,16 3136.15 1597.14 1215.29 1:74,81

8.00 0.0C 5.06 3.90 0.50 3.00

i 865,74 772,43 772,45 333.2¢ 8375

55.9% 35.95 55,98 £3.95 53,95 °5.95

2,00 339.3% 1290.74 koA 3 Sy £251.87

3.96 8%.54 0.09 9.9 0.0% 5,08

36.54 2.50 3.0 3,05 .50 0.o0
3978.33 & .34 £275.7 4782.5¢ 432,18 8347.43
25°3,¢4 J6°3. 74 2998,94 2898,9% 2898. 94 2898.9¢4

AR 2.3 59,69 7¢..87 1362.73 2303.17

4,98 155,23 §7.17 700,87 §42.43 1108.55

356.0¢ .90 579.5¢ 38540 193,20 -390

24,61 29.47 34,87 38,87 I8.87 34.87

38,78 2,50 2.0¢ 0.50 .00 2.00

1078.3% 82,47 51447 2.7 8.7 4,37

n.s7 7509 37,81 50,58 157 45,57

Z:trus Prazessing Flarc, Palestine --- 1986-97-29, oy D.Rosat:

Projected Balance

T332 assets, net of depreciation
Tanstraction in progress . . . .
varrent assets . . . .
sasr, bank . .
Tash suralus, finance available ,
Loss carried forward
W3585 . ..

s 8 0 0 v e 8 v .

e 0 2 ¢ 4 9 e t o 0 .

Totai liabilities . .. .. ...

Cguity capital
reserves, retained profit . . . .
[T
Long and sedius tera dett . , , .
Current liabilities . . . . .
3ank overdraft, finance required.

. .

Total debt

Equity, T of liabilities

IoNR L1

et

UNITS, IU/FERS,

Sheets, Production :: I EHEEE B

1995 1685 197 1582 1§98
T434,528 25e2.22 3879.57 WLy 738,40
1138.73 1595.85 1981.27 $028,57 1338.77
%00 G0 1,00 4030 6,09
:33.20 333.2% 3.2 33.2¢ 121.30
55.58 §5.55 35.95 S % 545
WIS 597,72 9,15 342,38 975,77
g.00 33 3,98 9.0 3,30
0,58 2,16 130 939 7.28
7464.98 %ez.I2 999,67 16821.27 16726, 40
2898.94 2898.94 1893.94 1692.% 1894, 34

3412.82
1417.34
-6.00
4.37
9,90

34.37

38.8%

4331, 0
1117.34
-7,00
14,87
4.00

34.87

-y 18

W

S643,50
1117.35
-0.00
34,87
0.00

.87

29.89

6755.85
1121.8¢
-0.00
34,87
8,00

7887.46
0.00
-0.00
0.00
0.0¢

-0.00

26,88

Viesna -----




APPENDIX 3
SENSITIVITY ANALYSIS - SIMULATION 1
Selling prices reduced by 10 percent

e mm e cmmmmmem e e mm e m—tn——————————————  m = e eemmamecmcame=- TEMELEL T 0 opncE
MRS L I P

Citrus Processing Fiant, Paizstise
1986-07-29, by D.Rocsaz:

[T TS YPOs

L iy md Somb 15 . A6 memmpovea
T yearize of constructian, 1D vears of produtuiah
r

L]

Curresty canvers: 3has:
fore:gn currency o ounit s 1.0000 units accdunting currency
tozal currenoy foumit = L0050 units acoiusting currency

s

accounting suwreency:

Total initial investment during sonstruciion shase

s wnee s 8 M * o
fized  assels: PRI 42,271 % foraign
- ers = = B W] o 4 -
rrent assets: £.7C 1 foreisn
- 1 - . bt T T . v~
tctal  aszats: $387,¢3 T torein

Sgurce of funcs uring zonet-ucticn phase

squity & arants: 138, LU0 T fzrerge
! foanz 285,50
: Loans Rl
Botal funds ¢ 3354.5¢ 14,984 7 foreign

Cashflow from operations

Yaar: ! s ™"
sperating osts 78,57 b Tacn, 83
Jeoreciatian 559.0¢ < InLEn
interest : 57.9¢ 8 G

sroduction costs 4382.54 S80I.88 472,43
*horecf fgreics 18,77 % 14,98 7 10,95
tctal eajes : 3942.3 FA{ GRS ERER.
3ross isccee Ry S
net incose -l R

cash balanze =427 3t
net casiflow -43%.%3 ::&.4. PR

. " nnong
NN = - i
PR Py
EERT.
N v
s 4
-
- .m0
<
T

Inde:: of Schedules ;-zi.zed s IMFE

TaghFiow Tables
Srojected Jaiance
et i~came statoment

Scurze of fonance

Sww % 118
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--——- COMFAR I.: - UNIDC, IS/FEAS, vienna: degc ISFE JIRIE -----
Cashflow Tables, construction :z "2l 2§
, caq =
Year . . . v v . o 1387, 1§37.2 1988, 1732
Tobal zash inflaw L, 5,00 239.73 3.3 145,57
IS - co———-

Financial rescurces . 3.99 359,78
Jales, net of tax . . GG

.
g
3
e
n
14

5. 75 SR RIS

awdin

Tatal cash outélsw
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Cashflow tables, production :» 4§

13 1 S 1589 Lee 1851 1397 39T 1374
Tatal zagh indloe L . 3957.15 €07 £788.325 ERE R 3387.38 5783.7%
financial -ascurces . 24,50 S0k S 3 .08 8,90
Siles, ~t of *ax . . pEL it 492722 £383.36 278735 57573 §382.7%
Total zash outdlam 4995, 14 o8t 7 5826.3%¢ 392771 5917
Tstal assets L . . 932.88 192,34 H IS §,%% 58,78 3,30
Qoerating coets . . . MM §445,. 97 SEAZ, 1T $542.13 LIE A ¢ 3542.13
Cost of 4inanze . . . 7.9 57.8: 437 31718 27,18 11,59
Sepavaent , ., . . . 3,00 193.20 2320 187,20 182,20 193,20
lorporate tax . . . 0,50 5,00 §3.%% S6.24 104,08 192.79
Bividende z114 . | . a0 3, 3,95 0.9 3,90 0.0¢

Surplus ¢ debicst v, -457.8% ~558. 451 21,29 ©35.40 423,05 423.45
Tuauiates cach halarcs -32¢,5 -597.0¢ -T2, 764,38 80 40 1228.05
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litvis Tocressing @i, Palsstine --- 1995-07-129, oy D Rasat:
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APPENDIX 3
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CONFAR 2.1 - UNIDD, IO/FERS, Vienna: dun CAPE VERDE ----—

Cashflow tables, productionin "00USS

Year . . . v . v 0 e 1995 1994 1997 1998 1999 2000~ 3
Tatal cash inflow . . 7070.40 7070.40 7070.40 1070.40 0.00 0.00
Fimancial resources . 0.00 0.00 0.00 0.00 0.00 0.00
Sales, net of tax . . 7070.40 7070.40 7070. 40 7070.40 0.00 0.00
Total cash outflom . . 4177.85 8177.85 8177.88 811,27 -17%.41 0.00
Total assets . . .. 0.00 0.00 0.00 0.50 -817.21 0.00
Qperating costs . . . $893.16 $893.16 9892, 16 $893.18 0.00 0.00
Cost of finance . . . -0.00 0.00 0.00 0.00 0.00 0.00
Repayamnt . . ... 0.00 0.00 0,00 6.3 37.8¢ 0.00
Corporate tax . . . 284,69 284, 6% 284,59 286. .1 0.00 0.00
Dividends paid . . . 0.00 0.00 0.90 0.90 0.00 0.00
Surplus { deficit } . 892,53 892.55 892.55 891,13 77%.41 0.00
Cumulated cash balance 3603.04 4493, 39 3288.15 $279.2 - 7058.49 7058. 69
inflow, local . ... 1404, 50 1404.50 1404.50 1404.50 0.00 0.00
Qutfiow, local . . . . 5416.22 5416.22 6.2 S417.64 -687. 14 0.00
Surplus { deficit ) . -4011.72 -4011,72 -4031.72 -4013.14 487,14 0.00
Inflow, foreigs . . . 5465.90 5665.30 5645.90 5665. 90 0.00 0.00
Outflow, foreign . . . 761,83 761.63 761,563 781,83 -92.2 0.00
Surplus ( deficit ) . 4904.27 4904.27 404,27 4904.27 92.2 ¢.00
Net cashflow . . . . . 892.55 892.55 892.55 891.13 77%.41 .00
Cusulated net cashilow 954,92 1837.47 2750, 02 3645.15 420.$7 420,57

Citrus Frocessing Plant, Palestine --- 1986-07-29, by D.Resati

COMFAR 2.1 - UNIDD, IO/FEAS, Vienna; desc CAPE VERDE -----
Cashflow Discounting:

a} Cquity paid versus Net incose flow:
) Net present value ........co0.e.  -280.86 at 10.00 1
Internal Rate of Return ({RRE!) .. 9.56 1
b! Net Worth versus Net cash return:
Net osresent value .....cveec0... 876,88 at 10.00 1
» Internal Rate of Return (IRREZ) ., 14,47 1
¢) Internal Rate of Return on total investsent:
Net present value L.eierieonneen 787,95 at 10.00 1
Internal Rate of Return { IFR) .. 13,51 1
Net North = Equity paid plus reserves

Citrus Processing Plant, Palestine --- 1924-07-20 %y 0 325588
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