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INTRODUCTION

The present report refers to the Agreement (UNIDO Contract No. 85/42;
Project No. DP/ETH/83/013;Activity Code: DP/C1/31.4) signed on 12
July 1985 by the United Nations Industrial Development Organization
(UNIDO) and by IFAGRARIA S.p.A., Rome, Italy.

The object of the study - requested by the Government of Ethiopia
on behalf of the Ethiopian Beverage Corporction (E.B.C.), a state firm
under the control of the Ministry of Agriculture-is the restructura-
tion of the whole Ethiopian wine sector for a further development of
the production in better operational condition, with the purpose both
to meet the domestic potential demand of wine and te increase export
and consequently the foreign exchange inflow.

In the period from 2 and 27 september 1985 a team of IFAGRARIA, com-
posed by:

G. MINI Financial-Economic Analyst-Team Leader
. J.H. THOMAS Assistant Team Leader (1St phase)
. A. BATTAZZI Wine Marketing Expert
. F. BATTISTUZZI Wine Technologist
. W. BOTTARO Agronomist and Winery Machinery Expert
. A. PULETTI Civil Engineer
carried out preliminary studies and surveys on the Ethiopian wine

industry,with the kind assistance of the Ethiopian Beverage Corpora-
tion (E.B.C.), and visited the 4 existing Wineries (3 in Addis Ababa,
and 1 in Asmara), vith the purpose to appraise their present situa -
tion and recommend their rehabilitation, expansion and/or reloca -
tior.

During the mission, the establishment of a new modern winery was also
proposed and preliminarly designed.

The agronomist visited also, with the assistance of the Horticulture
Development Corporation (H.D.C., a department of the Ministry of A -
griculture), two vineyards with the purpose to suggest the most sui-
table interventions for their further development and expansion.
During this period the team attended several meetings with represen
tative of E.B.C. and H.D.C. " to discuss and appraise the in-
terventions and measures proposed by IFAGRARIA experts.

After a final meeting with E.B.C., a brief report containing an out-
line of team conclusions and proposals was delivered to E.B.C. and
the UNIDO Representative in Addis Ababa.




In october 1985 an Interim Report covering field activities and a
summary of all inteventions on the existing wineries and of the pro
posed new plant,was also delivered to UNITJ, Vienna.




SUMMARY AND CONCLUSIONS

1. PRESENT SITUATION OF THE ETHIOPIAN WINE INDUSTRY

Grape cultivation was introduced in Ethiopia since many deca
des by expatriates coming from mediterranean countries.
Climate and soil conditions =cre quite favorable and vineyards
spread in the most suitable areas (Zeway, Guder, Debra Zeith, Nura Era,
Elabored, etc.).

Three wineries were established in Addis Ababa and one in As-
mara.

Starting from 1975 all wineries were transferred to the State
ownership and continued preoducing with local staff, under the management
of the Ethiopian Beverage Corporation (E.B.C.). Due to the rapid decrea-
se of grape cultivation, the E.B.C. factories raised the use of impor -
ted dry raisin as wine input and increased, at the same time, the produc-
tion of beer, mineral water and other soft drinks, liqueurs and aperiti -
ves.

At present, wine production, practically almost made from dry
raisin, represents less than 15% in value of the total sales.

Present overall wine output is around 9.5 million litres, di-
stributed as follows:

. Awash Lideta Branch 5.5 million litres
. Addis Ketema Branch 2.2 million litres
. Awash Makanissa Branch 1.2 million litres
. Asmara Wine Factory 0.6 million litres

Wine is sold on the domestic market: exports of better quali-
ty of wine are very modest. A reasonable further development of these sa
les can be granted orly if wine will be exclusively produced with  fresh
grape.

In the last years Ethiopian Wineries reached their maximum pro
ductive capacity, so they are no more in the condition to cover the po -
tential demand, which appears to be far higher.




Tte main constraints for a further increase of wine output can
be summarized as follows:

a) on the processing stage:

- low efficiency of the existing plants and equipment, most of which
are old, obsolete ., or out of order; maintenance and interven-
tions are hindered by the unavailability of spare parts;

- 1increasing annoyance connected with the plant layouts, storage fa-
cilities, insufficient rcom and consequent growing was stage le-
vels;

b) on the management and organizational sector:

- inadequate price and market policy aiming to increase at least do-
mestic sales, since a reasonable development of exports will be al
most totally connected with a growing availability of fresh gra -
pe;

- scarce interrelation between grape production sector and wineries.

2. PRESENT SITUATION ON GRAPE CULTIVATION

In 1985 the grape output of the Ethiopian vineyards was repor
ted around only 450 t, out of which 350 were used by the wineries, not
for vintage wine production, but as an yeast for production of wine from
imported dry raisin.

However climate and soil condition must be considered quitesui
table for a considerable future expansion of the grape production. The
enologist expert of IFAGRARIA pointed out the most relevant lacks in the
present cultivation techniques: different kinds of vines in the same vine
yard; improper pruning techniques; poor care in weeding; insufricient or
not correct anticryptogamnic treatments; scarce fight against birds destro
ying harvests, etc.

The target of the 10-year Perspective Plan is to reach a pro-
duction of about 3,000 t of grape within 1993/1994. But the above mentio
ned expert is of the opinion that this goal could be by far overcome, es-
pecially in the long term, should all new suggested techniques be duly ap
plied with the support of H.D.C. staff and eventual extra technical assis
tance.
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3. MARKET TRENDS

The planned development of the wine production, through a who
le restructuration of the sector,will of course beconnected with the fore
cast of total wine demand (domestic consumption, plus possible export) in
the short, medium and long term.

The projections of the potential domestic demand - based on
the population growth rate, a progressive increase of the per caput wi-
ne consumption stimulated by planned or assumed lower sale prices of wine
and/or expected average high incomes - and of the exports, gave the follo
wing results (000 hl):

1990 1995 2000
. Domestic demand
.. low hypothesis 140.9 188.7 227.7
.. average-high hypothesis 151.8 209.7 250.9
. Exports
low hypothesis 13.5 27.1 35.5
.. average-high hypothesis 13.5 29.5 40.0
Total demand
.. low hypothesis 154.4 215.8 263.2
.. average-high hypothesis 165.3 239.2 290.9

As regards projections of grape and grape wine output, che re
sults are the following (000 q or hl):

1990 1995 2000
. Grape production
.. low hypothesis 32.5 60.0 75.0
.. average-high hypothesis 35.8 71.6 90.0
. Corresponding wine production (1)
.. low hypothesis 17.9 33.0 41.3
.. average-high hypothesis 19.7 39.4 49.5

(1) According an extraction rate from grape of 55%,out of which 40% of high quality wine
and 15% of lower quality wine.




It is worth observing that, according these assumptions, ex -
pected exports would be totally covered with fresh grape wine; the share
of grape wine not expo.ted would be sold in the domestic market (high in-
come classes, hotels, restaurants, etc.).

4. GENERAL OUTLINE OF THE PROPOSED INTERVENTIONS

The proposed interventions have been strictly connected with
the above projections at short, medium and long term, that is in order to
put the newly structured wine industry in the condition to meet both the
expected domestic consumption levels and exports, so achieving the most
important project objective.

The actions, suggested after a technical and economic apprai-
sal of the present operational conditions of each existing plant, here re
minded, are summarized as follows.

Awash Addis Ketema Winery

Present situation

Nearly all the fermentation and storage vats and a considera-
ble part of the equipment (presses, refrigeration unit, etc.) are in bad
condition or out of order. Bottling and other proce: ing stages are car
ried out by hand.

Buildings and the enologic cement vats need integration, res-
tructuration and repair works.

Utilities (power, water and sewerage netwcrks) need to be
up-dated and revised; external ai s to be settled up.

There is also a chronic lack of room for storage movement and
handling of goods.

In one word, winery ac-‘vity is carried out only through con-
tinuous and expensive (but not very effective) maintenance of all its ca-
pital goods.




Proposals

Theoretically the winery could be wholly rehabilitated or re-
located. However this operation does not appear to be feasible from the
economic point of view, so its closure is suggested, also in view of the
planned establishment of a modern new winery.

Awash Makanissa Winery

Present conditions

They are similar to those referring to Ketema factory, taking al
so into account the age of its building (1918, 1957) and of a large part
of its equipment.

Propousals

In order to face the wine domestic consumption during the e -
rection of the new winery - taking also into account that Ketema facto -
ry will be closed - Makanissa plant will continue producing using new e -
quipment temporarely supplied and afterwards transferred to the new wine-
ry.

Awash Lideta Winery

Presont situation

It is the most important winery and acts as a technical, com-
mercial and productive coordination centre for the remaining Addis Ababa
wineries.

A good part of the existing equipment is in good condition ,
others need repair and extra-maintenance works. Buildings are adequate :
some revision and integration works are necessary.

Proposals
The winery will become a bottling Centre for fine wines to be

exported or sold in the country, together with the most common wines.

With this purpose, the plant will be partially restructured
and provided with additional modern equipment, especially for wine refri-




geration, microfiltration and iottling,and for a more rational conveyan-
ce and handling systems.

Other interventions will regard buildings, external areas and
utilities.

Asmara Wine Factory

Present condition

The winery is producing wine (only from dry raisin) using old
fashioned equipment, with scarce possibility of maintenance (lack of spa-
re parts). So too many operations are carried out by hand, including bot
tling and bottle washing.

Buildings and utilities are generally in good condition.

Proposals

The winery will be partially rehabilitated and integrated in
order to enable it to produce and bottle wine for the Eritrea market; in
the medium and long term its output can double.

The factory will be supplied with a new wine-making line ( in
red and white), for a capacity of 100-150 hl/h and a new bottling line for
a capacity of 1,500 litres/h.

Additional civil works are foreseen for an improvement of buil
dings, external areas and services.

The new winery

The new winery will be established in a suitable area of 50~
60,000 sq.m. in Addis Ababa or its surroundings, provided with the requi-
red technic and social infrastructure.

The new plant will be established in the following stages:

. acquisition of the area;

. erection of the factory based on a modular system; the first module
will have a production capacity of 150.000 hl/year of wine and a stoc-
king capacity of 65,000-70,000 hl;

. installation of a modern bottling line, with a capacity of 8,000 1li -
tres/hour;




. successive enlargements (further modules), constantly related to the
wine production program, and concern the grape reception section. the
wine-making section and the containers section; in particular:

-+ in order to avoid further enlargements for grape reception and han
dling, it was proposed the progressive creation, at the main vine-
yards, of little centres for must preparation, in order to transfer
must,; and not grape, to the wineries;

.. additional, external lines of stainless steel vats, each of a capa
city of 25,000 hl, will be also progressively erected.

Proposals on market and price policy

A complete market study, with careful analyses on domestic sa
les and possible exports was undertaken. Particular suggestions were gi-
ven for a more efficiency of the managerial staff, especially with the
purpose to support wine sales (marketing systems, promotion, etc.).

Proposals on training and technical assistance

Taking into account that the new winery - but also Lideta and
Asmara factories - will operate using equipment newly supplied, the Con -
sultant recommends the training of Ethiopian personnel in Italy, to be
carried out at a qualified Enologic Institute and at a modern winery(as a
minimum program 5 Ethiopian enotechnicians for a period of 2 months is sug -

gested). In the different case a longer training period would be necessary
(4 - 6 months).

Morever it was proposed the technical assistance of 2 Italian

experts during erection and assembling of the new winery (about 12 months)
and in the first 6 months operation.

5. INVESTMENT

Final cost

The forecast investment costs are summarized below (in 000 B):




. New Winery, first module

. New Winery, enlargements

. Lideta Winery (restructuration)

. Makanissa Winery (temporary rehabilitation)

. Asmara Wine Factory (rehabilitation and in-
tegration)

. "Musting” Centre (n. 4)

. Cost for equipment exchanges between wine -
ries

. Technical assistance

. Training

. Preliminary expenses

Total

correspondent at about 14 million US Dollars.

The break down of investment costs by sector is the following

(000 B):

. Area settlement and other civil works

. Buildings (new plant)

. Interventions on existing buildings

. Machinery and equipment, incl. ancillary

. Repair and extra maintenance of existing e-
quipment

. Vehicles (internal, external)

. Spare parts (strategic stock)

. Furniture and other non-technologic equip -~
ment

. Other costs (equipment 2xchange, T.A., trai
ning, preliminary: as above)

Total

(1) value of equipment temporarely supplied to Makanissa Winery and transferred to the New

Plant: 2,980.

14,276 (1)
2,452
3,033
4,143 (1)

3,485
807

270
294

53
140

28,953 __

608
4,697
633
18,917

151
980
1,591
619

757

28,953
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Investment's final cost includes: transport cost of impor -
ted capital goods to Assab, custom duties and taxes, landing and harbour
costs, warehousing costs, inland transport, assembling and running - in
costs. Contingencies ("physic") of about 10% were applied to all items.

Time-schedule of interventions and payments

The interventicns calendar is the following:
st
1  project-year (1)

. Interventions on all existing wineries;
. Erection of the new plani. (civil works).

nd .
2 project-year (1988)

. Erection of the new plant (follow) and equipment assembling;

. Transfer of equipment from Makanissa to the new plant and other equip-
ment exchanges;

. Creation of a first "Musting" Centre;

. Technical assistance (first expert);

. Training

rd A
3  project-year (1989)
. . nd

. Technical assistance (2 expert);

th _th th

5 ,8 and 12 projects-years (1991, 1994, 1998)

. Enlargements of the New plant (new storage vats lines).
th th th
9, 10 and 12 project-years (1993, 1996, 1998)

. Creation of other three Musting Centres.

Time schedule of payments, according the effective cash re -~
quirements, is:

Project years Final cost (000 B)
1 (1987) 15,402
2 (1988) 9,651

{1) Assumed to be 1987, since the productive program must be directly connected with wine
estimated demand projections. Consequently any delay in starting implementation would
cause a shifting of the investment program.




Project years Final cost (000 B)

3 (1989) 845
5 (1991) 817
7 (1993) 202
8 (1994) 817
10 (1996) 202
12 (1998) 1,019

Total 28,953

Investment paypable in foreign currency

It was calculated that about 19.5 millicn Birr (equivalent to
around 9.4 million US $) are payable in foreign currency (67.3% of total
investment cost).

Working capital

The working capital, as a balance between current active (deg
tor accounts, stocks) and current passive (creditor accounts) was estima-
ted - after the calculation of the operating costs - at 3.3 million Birr
required in the first year project and 7.3 million Birr for further in -~
creases, so 7.6 million Birr in total.

6. ANNUAL OPERATING COSTS

Operating costs and all successive financial and economic ana
lyses have been referred to the whole, consolidated project, taking inte
account the planned strict operational interdipendence between the res -
tructured units and the new winery (Makanissa winery will produce only
for 2-3 years with new equipment temporarely supplied; Lideta Winery will
become a subsidiary bottling unit of the new plant, so its production will
be constantly carried out in co-ordination with new plant activity).

The operating costs (from 1987 to 2000) have been calculated
year by year, being directly connected with the wine production program ,
at its turn planned on the basis of the projected total demand for wine.
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The greater part of costs are variavle and therefore related
to the production levels.

In the project last year (2000} the distribution of these
costs will be as follows:

000 B %
. Raw and auxiliary material (fresh grape 15.1%,
dry raisin 6.9%, sugar 7.9%, etc.) 17,491 32.6
Packaging material (bottles 20.7%, corks, caps
etc.) 22,043 41.2
. Utilities (energy, water) 593 1.1
. Fuel, o0il and other consumption products 981 1.8
Personnel 1,245 2.3
. Overheads (prcduction and administration) 1,490 2.8
. Maintenance 988 1.8
. Sales and distribution costs 4,300 8.1
. Other costs and contingencies (= 5%} 2,402 4.5
Total, before depreciation 51,533 96.2
. Depreciation 2,044 3.8
Total 52,577 _100.0

It was estimated that about 12% of the operating costs are pa
yable in foreign currency (dry raisin, chemicals, etc.).

7. SALES

The development of wine sales during the project life corres-
ponds to the forecast demand for domestic consumption and export, accor -
ding the average-high hypothesis shown in point 3.

Exports are represented by sales of wine only made with fresh
grape and at competitive prices, the two main conditions to gain the fo -
reign markets and to improve the image of Ethiopian wines.
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Wines on the domestic market will be sold according 4 classes
of kinds and prices.

Total project receipts include the sale of by-products (exhag
sted pomace and lower kind of wine destinated to distilleries), represen -
ting 1-2% of the receipts.

Total project receipts would reach, in the year 2000, 70.1
million Birr, out of which 18.2 million representing an inflow of foreign
currency.

8. EZONOMIC RESULTS

The financial and econcmic feasibility of the consolidated pro
ject has turned quite positive. It was evaluated through the following me
thods or parameters:

a) the cost/benerit analysis, as the current commercial marge: from 18.7%
to 26.5% before depreciation and from 12.7% to 23.6% after deprecia -
tion (and before interest and tax) during the project life (1987~
2000);

b) the accounting rate of return, as the relationship between gross pro-
fit and investment: from 18.5% to 43.6% and from 12.4% to 38.8%, res-
pectively before and after depreciation;

c) the internal rate of return (discounted cash flow): 26.4%;

d) the recoupment period (or pay - back period): 3.2 years.

The sensitivity analysis showed that the favourable finan -
cial results of the project are satisfactorily protected by evaluation er
rors.
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it was also demonstrated that the project can be financed with
external sources (65-70% of total investment cost, including working ca -
pital) according current conditions, since the loans (capital and inte -
rest) could be covered with the annual cumulated profits generated by
the consolidated project (1) .

Also by the economic point of view (effects on the country ba
lance of payment and national budget), the project must be retained quite
satisfactory. During project assumed life (1987-2000) there would be near
ly a balance between exchange inflows and outflows, whereas there would
be 2 growing surplus in the following period (2).

(1) According a "standard" financing schedule, the net rate of return of the project would
be around 17%.

(2) As a mrtter of fact an yearly surplus could be obtained on an average, starting from the
second half of the project life.
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1. ETHIOPIAN SOCIO-ECONOMIC BACKGROUND

1.1 PHYSIC FEATURES

Ethiopia has an area of 1,235,000 sq.km, distributed as fol-
lows: cultivated land: 11%; permanent pasture and meadows: 37%; woods and
forest: 22%; non-productive: 30%. Theoretically arable land is estimated at
60%. Ciimate is influenced by the altitude: temperate in the Central
Plateau {(average height between 1,800 and 2,600 m.), tropical in the lo -
wer regions, towards Somaliland, Kenya and Sudan; so the average temperatu
re is around 16° in Addis Ababa (m. 2,450) whereas in Massawa varies from
25°to 40°. Rains are frequent and regular in the Plateau (above 1,300mm),
during spring ("small rains") and especially in summer time; of tropi -
cal kind, rather irregular and less abundant in the lower lands.

1.2 POPULATION

In May 1984 (last National Census) population of Ethiopia was
of 42,020,000. The annual rate of growth during the last $ years was es-
timated at 2.9% (1). Female population was clighty higher (50.2%); urban
population was estimated at 11.3%. Economically active population cor -
responds to about 55% of total. Active population 65% of total active.

The territory is divided in 14 Regions (see Map, Fig. 1) Ad-
dis Ababa ~ in the Shewa Region (20% of the total population) - has about
1.5 million inhabitants (Tab. 1).

(1) As regards this level there are considerable discrepances {World Bank, F.A.0.) also be
cause in the previous years no complete Census was carried out.
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Tab. 1 - TOTAL POPULATION OF ETHIOPIA BY SEX, REGION, URBAN AND RURAL - MAY 1984 (National Census)
POPULATION
TOTAL URBAN RURAL
Nale Female Total Nale Female Total Nale Female Total
. Arusi 823.788 835.445 1,662.233 61.720 71.415 133.135 762.068 767.030 1,529.098
. Bale 497.114 509.377 1,006,491 35.759 41,448 77.207 461,355 467.929 929,284
. Gamo-Soffa 621.915 626.119 1,248.034 35.283 37.970 73.253 286.632 588.148 1,174,781
. Gojjan 1,622.004 1,622.878 3,244,882 116.004 147.383 263.387 1,506.000 1,475,495 2,981,495
. Gondar 1,471.033 1,434,329 2,905.362 92.279 128,283 223.562 1,375.754 1,306.046 2,681.800
. Eritrea 1,302.200 1,312.500 2,614.700 184,762 222.333 407.095 1,117,438 1,090,167 2,207,605
. Harar 2,106.218 2,045,488 4,151.706 149,597 165.004 314.601 1,956.621 1,880.484 3,837.105
. Illubabor 472.610 490.717 963.327 32.276 33.895 66.171 440,334 456.822 897,156
. Keffa 1,224 .6486 1,225.723 2,450.369 72.378 78.461 150.839 1,152.268 1,147,262 2,299.530
. Shewa 4,015.117 4,075.448 8,090.565 347,774 401.488 749,262 3,667.343 3,673.960 7,341.303
. Sidamo 1,899.012 1,891.567 3,790.579 121.409 127.769 249,178 1,777.603 1,763.798 3,541,401
. Tigray 1,219.800 1,189.900 2,409.700 85.836 112.198 198.034 1,133.964 1,077.702 2,211,666
. Mellega 1,168.884 1,200,793 2,369.677 69.317 74,059 143.376 1,099.567 1,126.734 2,226.301
. Mello 1,788.767 1,821,151 3,609.918 109.947 140.196 250,143 1,678.821 1,680,955 3,359.775
. Assab Ada. 45.000 44,300 89.300 15.623 15.414 31.037 29.377 28.886 58.263
. Addis Ababa 670.169 742,406 1,412.575 670.169 742 . 40F 1,412.575 - - -
TOTAL 20,956.670 21,071.141 42,019.418 2,203.133 2,939.722 6,742.855 18,745.144 18,531.419 37,276.563

NOTE: The Rate of growth 1is 2.9% (last 5 years).

SOURCE :

Office of the Population and Housing Census Commission.
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1.3 ECONOMIC RESOURCES

Agriculture remains the most important sector in the Ethio -
pian economy (about 47-48% of country G.D.P.). The kind of cultivation va
ries according to the different height bands and rain regime. So in the
lower lands (called "kwola") the main crops are: millet and sorghum, mai-
ze, cotton, tobacco. The high planes {called "voinah degar") are suita -
ble for about all other crops: pulse ,oilseeds, vegetables, fruits, wheat ,
coffee, etc.

The highest lands are partially suitable for natural pastu -
res.

Cereals are widely cultivated, especially maize, millet, sor-
ghum and barley (partially used for beer production). Wheat is also grown
but imports are necessary to cover domestic consumption.

Pulses (beans, peas, lentils, etc.) and oilseeds (sesame, ra-
pe, safflower, melon, etc.) are aiso spread, especially in the Central Pla
teau, and exported.

The production of vegetables and fruits has declined especial
ly in certain regions, so the overall output does not meet the demand.

Coffee represents by far the most important export crop (60%
of total export), therefore basic for the Ethiopian economy.

Sugar (from cane Estate at Wonji) meets national require -
ments and is also exported.

- The cultivations of cotton, even through ups and downs, due to
climate and other constraints (including world market trends), is still
active and in the last years exports were growing.

Grape production, although never significant, declined if com
pared with that obtained in the past. A compaign for a further develop -

ment is in course.

Animal brecding is spread in many regions.
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Hides and skins are widely exported (about 10% in value of to
tal exports).

In the last decade Ethiopian agriculture, especially in the
low lands and in some regions, suffered from drought (scantly fought off )
and other constraints, so many farmers quitted tneir lands.

Manufacturing activities represent only 7-8% of the G.D.P.(10-
11% including handicraft). The main productions are: textiles, sugar ’
preserved food and other food little industries, beverages (wine, beer ,
mineral water and soft drinks), cigarettes, cement, glass, paper, lea -
ther and shoes. 1In the most recent years refining of petroleum showed
an appreciable increase.

Electric power (hydro and thermo) is also growing, thanks to
higher oil availability.

Tertiary activities, including public administration, contri-
bute with 36-37% to G.D.P.

In 1983/84 the G.D.P., at current factor cost,was estimated at
9,413 million Birr (10.5 billion Birr at current market prices). The an-
nual average growth rate of G.D.P. in the period 1977-1984 is 6.3%. At
constant prices this rate was estimated at 2.9% (Tab. 1 , Annex 1 ).

1.4 FOREIGN TRADE AND COMMERCIAL BALANCE

The Ethiopian commercial Balance was constantly in deficit .
In 1983 (1) the balance was of -968 million Birr (import 1,813 million
export 845 million Lirr).

(1)

Data referred to 1984 are still under revision.
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30% of import are represented by consumption goods (food, be-
verage, tobacco, clothing and textiles, etc.), 70% by capital goods and
durable consumption goods (33% machinery, equipment, vehicles; 20% crude
0il and products; 9% chemicals and para chemicals; 8% metal and metal pro
ducts).

Coffee was always the most important exported product (62.5 %
in value, of total export in 1983), followed by hides and skins (10.1%) ,
oilseeds and cakes (3.9%), chat (3.4%), pulses (2.9%), canned and frozen
meat and live animals (2.4%), sugar (1.0%), spices, incense, beeswax,etc.

Key objective for the Government is to increase export in or-
der to reduce deficit and procure additional foreign currency and conse -
quently to slacken total external debit (Central Government, State enter-
prises, private sector).

1.5 BALANCE OF PAYMENTS

The last revised Balance of Payments of Ethiopia refers to
1983.

To the deficit of commercial balance also the net total of ser
vices are negative, due especially to payment of freight and insuran -
ce on trade.

The overall deficit represented by ''met goods and services "
(about 1,150 million Birr) is not partially counterbalanced by net priva
te transfers and long-term public loans.

In 1983 the balance of payment showed a deficit of more than
350 million Birr (see Tab. 2).
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Tab. 2 ETHIOPTAN BALANCE OF PAYMENTS - 1983 (1)

ITENRS RILLIOK B

1. Trade balance - 977.1
. Export (F.0.B.) 833.4

. Import (C.I.F.) - 1,810.5

2.  Net services - 171.9
. Freight and insurance on trade - 266.7

. Travels 9.8

. Other transportation 65.2

. Government (N.I.E.) 32.5

. Investment income - 17.3

. Other services 4.6

3. (142) Net goods and services - 1,149,0
4. Private transfers (net) 518.0
5. (3-4) Current account balance - 631.0
6. Non monetary capital 368.4
. Public loans long-term 386.7

. Public loans short-term - 18.3

7. Errors and omissions - 89.6

8. Reserves revaluation -
9. S.D.R. allocation -

10. Balance (5 to 9) - 352.2

(1) Revised
Source: National Bank of Ethiopia - Quarterly Bulletins
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1.6 PRICES TREND

In the last decade (1974-1983) the official general index of
the retail prices in Addis Ababa, base 1963 = 100, attained the level of
394.6 in 1983, so with an average yearly increase of 7.1%. Index for
food (weight 57%) was 470.7, with an annual growth rate of 8.1%.

In the first years of this period (1975-1979) the average in-
crease was 18.8% yearly, in the last years (1979-1983) of only 3.9%.

In the food sector the rates were 23.1% and 4.1% respective -
ly.

The declining trend in retail prices followed in the first
quarter of 1984.

During the recent years the overall annual inflation rate ge-
neral used for short and medium term contracts or economic studies, has
been indicate by international advisers in Ethiopia at 8%.

1.7 OBJECTIVES OF THE NATIONAL ECONOMIC PLAN

The Ten Year Perspective Plan (1984/85-1993/94) is the main
governmental document aiming to a more rapid economic development in Ethio
pia.

Industry has been given priority second only to agriculture .
By the end of the Plan period, industry is expected to contribute 23.9%
to G.D.P., whereas the share of agriculture would decline to 39.1% (1).

(1) 1In 1983/84 the contributions were 15.7% and 47.8% respectively (in the industrial sec-
tor building-construction and electricity-water were included).
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The main objectives in the industrial sector are the follo -
wing:

. meet domestic demand in the basic commodities sector;
. strengthen handicraft and small scale industry;
- strengthen linkages with agriculture and construction sectors;
. lincrease availability of building materials;
. lay the basis for heavy industry;
increase foreign exchange;
. 1increase employment;
. contribute to a balanced regional development.

The strategies to be adopted in the Plan to achieve the above
objectives are listed in the Annex 2.

As far as the present project is concerned, it is worth poin-
ting out the strategies planned as regards: the increase of utilizable ca
pacity in all industrial plants, the increase of the investment, the im -
port substitution by domestic production, the research for an improvement
of engineering and technologies and the co-operation with foreign inves
tors.




2. THE WINE INDUSTRY IN ETHIOPIA

2.1 BACKGROUND
2.1.1 General information

The enology activity in Ethiopia has been carried out for
several decades.It was launched by expatriates coming from Mediterranean

countries where grape cultivation is wide spread, like in Italy and
Greece.

The favourable climatic and soil conditions and the positi-
ve reaction of the 1local market,allowed these initiatives to gain
success in the following years and therefore to increase production.

Vineyards were planted in the most suitable areas (Zewai,
Guder, D Zeith, Nura Era, Elabered, etc.).

The wineries were established in Addis Ababa and Asmara,
both for infrastructural reasons (availability of all relevant services,
facilities and qualified manpower) and market advantages.

Starting from 1975 all wineries were transferred to the
State ownership and continued producing, with local staff, under
the management of the Ethiopian Beverage Corporation, a division
of the Ministry of Industry.

At present E.B.C. factories produce, bottle, and sell
also beer, mineral water and other soft drinks, liqueurs and aperitives.
Wine output represents only 6-7% in value of the total sales.

Wine production 1is concentrated in 4 factories: three
in Addis Ababa {Awash Lideta Branch, Addis Ketema Branch and Awash
Makanissa Branch), and one in Asmara (Asmara Wine and Liqueur Factory).

Also these factories produce, in addition to wine, vermouth,
sparkling wine, liqueurs, vinegar and soft drinks (Tab. 3).




ETHIOPIAN BEVERAGES CORPORATION

Tab. 3 -SALES OF BEVERAGES BY VOLUME AND VALUE , 1980/81 - 1983/8@
1980/1981 1981/1982 1982/1983 1983/1984
ITEN UNIT
Quantit Value Quantit Value Quantit Value Quantit Value
uanti uanti uanti
y (000 B) y (000 B) y (000 8) y (000 B)
- Mineral water 000 bottles 27,542 5,303 28,278 6,342 30,776 7,251 29,131 6,672
- Soft drinks 000 cases 8,788 47,544 8,790 56,096 9,207 60,459 10,804 70,296
- Beer 000 litres 59,928 138,138 61,863 144,844 64,544 152,974 65,715 164,771
~ Wine 000 " 7,994 15,565 7,739 15,668 8,885 17,729 8,681 17,944
- Liqueurs, alcohol o0 © 3,900 28,989 4,607 32,778 3,282 42,118 6,166 52,005
TOTAL x X 235,539 X 255,738 X 280,531 X 311,688

Note Not included: imported beverages and those of private undertaking.

Source: E.B.C. (Ethiopian Beverage Corporation)
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Present overall wine output is ~round 9.5 million litres
(1984/85) distributed as follows:

- Awash Lideta Branch 5.5 million
- Addis Ketema Branch 2.2 million
- Awash Makanissa Branch 1.2 million
- Asmara Wine Factory 0.6 million

According to information provided by the E.B.C., total
personnel employed is about 700.

Due to the low wvolume of fresh grape coming from the Ethiopian
vineyards (about 400 tons), wine is made, therefore, mainly from
imported dry raisin.

Naturally, this represents one of the major constraints
as regards the standard quality of wine. As a matter of fact Ethiopian
wine is sold in total on the domestic market, since exports of better
quality wine are very modest and mainly carried out on the basis
of trade protocol agreements.

However vineyards output, thanks to the programme set
up by the Horticulture Development Corporation-H.D.C. (depending from the
Ministry of State Farms), is expected to increase steadly in the im-
mediate future. The Ten Year Indicative Plan foresees a production
of around 3,000 tons of grape per annum within ten years. But the
latest researcn has indicated that higher yields (between 4,000 and
5,000 tons) could be achieved in the same period on condition that

better cultural techniques will be followed and the assistance of
highly qualified experts.

According to the IFAGRARIA experts better results in
the production of higher quality wines could be achieved also through
a more coordinate policy between E.B.C. and H.D.C.
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2.1.2 Main data on production and market (7)
2.1.2.1 Wine production

According to data provided by E.B.C. production of wine
in Ethiopia reached, in the last year (1984/85), as previously stated,
a total of 9.5 million 1litres, with 8.9 million from the three Addis
Ababa Wineries, and 0.6 million litres from Asmara Wine Factory.

Sales, net of waste and lossess, amounted to about 8.9
million litres for a value of 18.5 million Birr.

During the last 4 years wine piroduction increased only
by 8.6% (average 2.8% yearly). Accordingly to market research, the
potential domestic demand or consumption capacity is higher and growing
due to the double effect of Ethiopian population and per caput con-
sumption increase.

However, the Ethiopian wineries are not in the condition,
with theirpresent technologic and organizational structures, to develop
any longer their production in order both to meet the domestic demand
and increase exports up to more reasonable levels.

According the 10 year Indicative Plan, a first new winery
would be r2alized in 1988/89 (initial capacity 3 million litres,
final capacity 5,7 million 1litres) and a second winery in 1993/94
(initial capacity 3 million litres).

The corresponding wine production would remain about
at the present level in the period 1984/85-1988/89, reaching 11.7 mil-
lion litres in 1989/90 and 14.7 million litres in 1993/94(see Tab. 4).

(~) Due to some discrepancies issued between data supplied by the single factories du-
ring the visit of IFAGRARIA team,and data provided by £.B.C., the latter (official-
ly de'ivered to the project Team Leader) are reported here. Other differences,
which are not important, stem from the fact that existing statistics are based

either on Ethiopian or Gregorian Calendar, or either on calendar or agricultural year.



YEAR

1984/85
1985/85
1986/87
1987/88
1988/89
1989/90
1990/91
1991/92
1992/93
1993/94
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PRODUCTION

8,800
8,800
8,800
8,800
9,000
11,700
11,700
11,700
11,700
14,700

Tab. & - 10-YEAR PERSPECTIVE PLAN OF WINE : PRODUCTION AND EXPORT (000 litres)

EXPORTS

575
661
760
874
1,005
1,156
1,329
1,529
1,758
2,022
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2.1.3 Market

Almost all the wine (98% in 19824/85) is sold in the domestic
market, in bottles or straw covered flasks. About 75% of the product is
destined to Addis Ababa, Shoa Region and most of the nearer southern re -
gions. In these markets deliveries are made directly to the customers by
personnel (salesmen-drivers and sales helpers) and transport (vans, tru-
cks, trailers) owned by the wineries. Sales in other regions are carried
out through external sale agents.

The distribution of the domestic sales, by region and kind of
wine, is shown in the Table 5,

"Sariss",in bottles of 0.90C and 0.750 litres, is the chea -
per kind of wine and therefore the more marketed.

Unit prices per bottle of 0.750-1 to the customer vary from
a minimum of 1.50 Birr ("Sariss') to 4-5 Birr for best quality wines (Du-
kam, Kamela, Christal, Abadir).

Exports appear to vary considerably from one year to
another. Between 1978 and 1983 yearly sales shifted from 4,000 to
22,000 litres (Kenya being the major and practically the unique im-
porter). In the last three years exports grew to 170-190.000 litres
per year, thanks to bilateral agreement with Germany D.R. and URSS.
Data on exports are shown in the Table 6.

According to the indicative targets of the 10-year Plan,
wine exports would reach about 1.1 million litres in 1989/90 and
over 2 million litres in 1993/94.

For major details see Chapter 3, where a complete market
study, with demand projection for the next 5,10 and 15 years, has
been undertaken.



ETHIOPIAN AWASH WINERIES

Tab. 5 — SALES OF WINE ON THE DOMESTIC MARKET 8Y FACTORY AND REGION 1983-1985 (°)

(000 Bottles)

1983 1984 1985 REGIONAL DISTRIBUTION (X)
REZ10NS

LIDETA KETEMA ?55"183“ TOTAL LIDETA KETERA NAKASISSA TOTAL LIDETA KETEMA MWAKANISSA TOTAL 1983 1984 1985
- Addis Ababa Z,010 866 309 3,185 1,576 675 12 2,963 1,665 586 719 2,970 35.0 30.9 9.3
- Shoa 893 765 3t 1,969 903 761 443 2,107 1,088 593 509 2,190 21.6 22.0 21.6
- Harar 699 64 2% 792 1,14l - 143 1,280 1,028 - - 1,028 8.7 13.4 10.1
- Wollo 491 337 9 837 385 528 20 933 703 607 5 1,315 9.2 9.7 13.0
- Assab 45 159 - 204 57 115 19 191 308 82 - 390 2.2 2.0 3.8
- Sidamo 541 169 - 710 176 396 122 692 291 415 225 931 1.8 7.2 9.2
~ Arusi 145 95 I 250 264 32 24 320 275 S - 280 2.7 3.3 2.8
- Keffa 149 t7 - 166 146 52 10 208 214 118 16 L8 1.8 2.2 KN
- Welega 361 1 48 410 177 - 77 254 129 79 42 250 4.9 2.7 2.5
- Gemu-Gopa 64 78 29 171 94 68 - 162 118 13 - 131 1.9 1.7 1.3
- QOther 305 91 23 413 356 62 50 468 123 113 69 305 4.6 4.9 3.0
TOTFAL 5,703 2,642 768 9,113 5,275 2,689 1,814 9,578 5,942 2,611 1,585 10,138 100.0 100.0 100,0

(*} Asmara Wine Factory is not included.

{(*") 9 months

SOURCE: £.B.C.

Sales in 1985 were estimated at about 850,000 bottles. Total sales would reach therefore around L1 million bottles.
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Tab. 6 - ETHIOPIAN EXPORTS OF WINE (1978-1985)

YEAR QUANTLTY MERAGE VALUE INPORTING COUNTRIES
(litres) PRICE (US$) (us $)

1978 4,500 1,533 6,900 Tanzania

1979 n.a. n.a. n.a. n.a.

1980 4,050 1,099 4,450 Kenya

1981 4,050 1,175 4,760 Kenya

1982 22,050 1.112 24,520 Kenya

1983 170,244 1,345 228,980 Germany DR (90%), Kenya (10%)

1984 170,577 1,347 229,860 Germany DR (88%), Kenya (10%)
Yemen, Djibouti, Ivory Coast (2%

1985(") 190,170 1,564 297,430 U.R.S.S. (99%), Nigeria and
Djibouti (1%)

(") First 8 months
Note : In the last 3 years total sales amounted to about 530.000 litres. The major kind of export
were distributed as follows: Gouder  38,7%; Dukam 30%;Kemela 13,6%; Awash Christal 13,% ;

Soave 4%.

Source : E.B.C. {Ethiopian Beverage Corporation)
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2.1.4 Some considerations about the present economic results of the
Ethiopian wineries

The wine production cost analysis and the official economic

accounts regarding the 3 Addis Ababa wineries, drawn up by E.B.C.
for the last 5 calendar years (1980 - 1984), show, on one side, a pro -
fressive-even if in a relative modest measure — increase of the

receipts from sales, and, on the other side, an increase, at an higher
rate, of the costs; as a result profit margins rapidly declined.

In fact, unit sale prices have not been changed during this
period, whereas the main cost components - raw and auxiliary
material (mostly imported ) and labour - have been adjusted in rela -
tion to the foreign market trend and to the domestic price index, res -
pectively.

Production cost of a 0,750 litre bottle is shown in the
Table 7. It has been remarked that the cost of an empty bottle as
an input, is around 50% of the total production cost (0.85 Birr per
bottle) and from 18 - 22%, for the best quality wines, to 57% for the
cheapest kind of wine ("Sariss"), of the unit sale prices of a bottle

of wine. Wages and salaries paid in 1985 by Awash Wineries (Addis A -
baba) are shown in the Tab. 8.




AWASH WINE FACTORIES
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Tab. 7 -PRODLCTION COST PER BOTTILE OF WINE (75 cc), SEPT. 1985

(Birr)

COSTS KEWILA ANASH DUKANM, GOUDER,

MEDIUN DRY CRISTAL ANBA SOAVE
- Raw material, including auxiliary 0.4594 0.3557 0.4041 0.3798
- Direct labour 0.1515 0.151% 0.0492 0.0503
- Electricity and water 0.0053 0.0053 0.0022 0.0022
- Fuel and oil 0.0080 0.0077 0.0012 0.0012
- Bottles 0.8500 0.8500 0.8500 0.8500
- Corks, capsules, labels, glue 0.2201 0.2201 0.3714 0.2965
- Container breakages 0.0082 0.0082 0.0098 0.0114
- Overheads (production) 0.052% 0.0525 0.0611 0.0212

- Depreciation (buildings and

equipment) 0.0231 0.0231 0.0100 0.0102
TOTAL 1.7781 1.6741 1.7590 1.6228

Source : [.B.C. (Ethiopian Beverage Corperation)




Tab. 8 - AWASAH WINE FACTORIES : WAGES AND SALARIES, SEPT 1985 (°)

A. LIDETA B. A. KETEMA B. NAKANISSA B. TOTAL
CATEGORY - PERSONNEL

N. Value N. Value N. Value N. Value
MANAGZRS 6 79.8 1 12.0 1 11.4 8 103.2
JUNIOR MANAGERS 11 67.5 19 58.9 7 36.0 37 162.4
SKILL-D PERSONNEL 21 100.4 8 45.6 7 33.6 36 179.6
SEMI-SKILLED FERSONNEL 5% 178.4 16 46.5 10 24,6 81 249,95
SECRETARIES AND CLERKS 20 61.4 2 7.9 6 26.0 28 95.3
UNSXILLED PERSONNEL 230 290.4 157 205.2 118 136.3 505 631.9
TOTAL 343 777.9 203 376.1 149 267.9 695 1,421.7

SOURCE: E.B.C.(ETHIOPYAN BEVERAGE CORPORATION)

(")

Including official fringe benefit of 15 Birr per capita/per annum
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2.2 THE CONSTRAINTS OF THE EXISTING WINERIES
2.2.1 General

With the purpose to identify all the constraints and
problems which are involving more and more the efficiency of the
Ethiopian existing wineries, IFAGRARIA experts carried out on exhaustive
research through careful visits to the factories and the collecting
of all available and relevant information and data affecting all
aspects directly and indirectly linked to the productive cycle: sup-
plying of raw material and auxiliary products,condition of the equipment
and relating technologies, building status and adequacy , personnel,
organizational structure, price and marketing policies, economic
results, etc.

This research started from the following key question:
why the existing wineries are no longer in the condition to meet
the growing domestic consumption of wine and to export to a more
significant 1level? Why they are not able to improve wine gqualities?

The answer to this question can be found, firstly in

the absolute low present availability level of local fresh
grape ;secondly in the insufficiency and poor condition of the equip -
ment; thirdly in the lack of a rational organizational scheme

involving the technical bringing up to date the perconnel and the produc
tive programs and coordination between wineries, E.B.C. and vineyards
and, lastly, the lack of an effective sales and marketing policy.

2.2.2 The use of dry raisin

Up to the present day, the prevailing use - for some wine-
ries the total use - of imported dry raisin in wine processing causes,
on one side, a low quality wine production and, on the other side, a
considerable outflow of foreign currency, not balanced by an inflow
from exports, which, in their turn, could be successful but by using
only, or in a reasonable level, fresh grape.

Mo eover, the use of dry raisin leads to the use of high
quantities of sugar and water, chemical products and enzimes which af-
fect the traditional organoletic characteristic and taste of the wine;
and this kind of wine cannot meet the requirements of the internatio -
nal regulations.
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The problem of the availability of fresh grape as a condi-
tion to improve the quality of Ethiopian wine, especially ‘n view
of higher exports, will be taken into consideration in Section 5.2.

2.2.3 Equipment condition

Almost all the wineries have been producing for many years,
so their equipment is old, in poor condition or out of use.
Spaire parts are not available, because the respective types of machines
and equipment are obsolete.or no .longer produced. The lack of suitable
and modern machines compels the factories to carry out by hand certainpro
cessing stages.

Also the laboratories for analyses are generally not adequa -
tly equiped.

2.2.4 Site and building conditions

With the exceptionof the Asmara Wine Factory, the
Addis Ababa Wineries are working in too narrow areas or in areas
having interferences with other factories activities,constraints which
hinder possible enlargements.

Buildings and related services and utilities (electric
power, water network, sewerage system)need, according to their age and
conditions, interventions to a more or less degree,such as restructuration,

extraordinary maintenance works, additional elements, etc., in order

not only to facilitate the productiwe flow, but also for hygienic
necessity.

2.2.5 Constraints in the organizational sector

According to the opinion of IFAGRARIA team, shared also
by E.B.C. staff, the global level of wine production does not justify
keeping operational the three factories in Addis Ababa, without finding
a solution for a net diversification of production and tasks. The
present organization scheme involves very high expenses for equipment,
personnel, transport and energy.
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The IFAGRARIA team also considers there is not a full coordi
nation between E.B.C. and Horticulture Development Corporation, that. is
between grape cultivation programmes (requirement of grape in quantity ,
quality and time) and the wineries productive targets (see point 5.4).

There appears to be an excess of non-skilled personnel,
whereas the number of qualified staff is low and scattered in the
different wineries. The technicians are well prepared: but their brie-
fing on the most recent technologies would be useful..

2.2.6 Constraints in the marketing policy

This matter too will be covered in depth in Chapter
3. For the moment the weak organization in the sales and marketing
sector seems to cause limited negative effects, since the present
wine output level does not meet the domestic potential demand.

However in the future, when the whole wine sector will
be rehabilitated and will be put in condition to steadly improve
production, sales will indoubtedly need the essential support of
a strengthening of the marketing policy on a more effective basis.

All this implies new methods starting from the
presentation of +the products, their promotion in +the domestic and
foreign markets,and ending with the fixing of different prices for

each selected kind of wine, which should be possibly adjusted
periodically according to the consumption markets trends.




3.  MARKET STUDY ON THE ETHIOPIAN WINE SECTOR

3.1 GENERAL

Production of wine in Ethiopia is managed by the Ethiopian
Beverage Corporation (E.B.C.) under the supervision of the Ministry
of Industry. E.B.C. is also responsible for the national production
and trade or beer, mineral water, soft drinks, alcoholic beverages and
aperitives.

Wine is produced in 4 factories: 3 in Addis Ababa, called
Awash Wineries (Awash Lideta Branch, Awash Makanissa Branch and Addis
Ketema Branch) and one in Asmara (Asmara Wine and Liquor Factory).

In the last 5 years total production of wine varied from
8 to 9 million litres, which ‘s the 1limit of the overall capacity of
the plants. Production was totally and easily absorbed by the domestic
market, in spite of the quality and relatively high price of the product,
pratically 11 made from dry raisin.

As a matter of fact , the potential domestic demand appears to
be far higher than the actual production. This fact has led the management
responsible for the production of wine to search for the most suitable mea-
sures for a steady increase of the total capacity of the Ethiopian wine -
ries, in order tc mcet domestic demand and to develop also exports, which
are at present at a very low level.

The two major constraints can be identified:

- in the present technic, operational and organizational conditions of the
wineries, all operating since many years;

- in the absolute lack of grape supply coming from the national vineyards.

This last circumstance does not allow to export wine having the
required quality and price standards in competition with other wine expor -
ting countries,

The inadequacy of the marketing policies is another constraint
which would cause, at any rate, a slowing down of the sales even when pro -
duction increases.
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The present abnormal relationship between supply and demand
of wine and the expected development of the future demand can be solved
only through an overall technologic and organizational rehabilitation
of the whole wine sector- which is the main target of the present study-
and a steady development of the grape cultivation.

3.2 SOME DATA ON WINE PRODUCTION AND SALES

According to E.B.C., total production of wine reached in the
last year (1985) a top level of about 93,000 hl, out of which 88,000
hl obtained in the three Addis Ababa wineries and 5,000 hl in the Asmara
Fac*ory.

Only 1,900 hl of wine were exported in this year, so wine
for the domestic market can be estimated at about 91,000 hl.

Always according to data supplied by E.B.C., in the previous
period domescic sales of wine from the Addis Ababa plants were reported
as follows:

Year hl

1980/1981 79,940
1981/1982 77,390
1982/1983 88,840
1983/1984 86,810

The mentioned Tab.6 shows the distribution of the domestic sales by
Region, in bottles, in the period 1980-1985. Data are summaried below:

Year 000 Bottles
1980 7,654
1981 7,936
1982 7,688
1983 9,113
1984 9,379
1985 10,137

Due to the different content of bottles (from 0,350
litres to 1 1litre) and to the different definition of year {(data are
originally reported to the Ethiopian Calendar year), statistics expressed
in hectolitres have been retained for further elaborations.
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3.3 ANALYSIS OF THE DOMESTIC CONSUMPTION

In the three last years the consumption of wine in Ethiopia
remained at around 20 centilitres per capui/year (1) , viz about one table
glass. On the contrary domestic consumption of beer, tey (2) and spirits
continued to increase. The climate - at any rate relatively mild in
the whole highplane - is not a sufficient reason for a such low use
of wine. In all other wine African producer countries wine consumption
is by far more spread(see Annex 3,B.2).Alsc in many other African countries
not producing wine, including those with all tropical climate and where
moslems are an important population component, per caput wine consumption
(imported) is higher, also taking into account wine consumption of expatria
tes.

In Ethiopia, higher wine consumption is reported in hotels
and restaurants, whereas sales in the shops and supermarkets appear
relatively low.

Family consumption is 1limited to cheaper wine("Sariss"):
that means that high prices represent a serious constraint for a wider
spreading of wine among the average and low income population segment.

Moreover wine consumption in rural zones is very modest.

Ethiopian wine 1is sold in glass bottles and straw covered
flask (fiasco, according an Italian use)}, having capacity of litres 0.350
- 0.750 (most common) - 0.900 - and 1 (more rare). 88 -~ 90% of wine
produced in the factories is red, the remaining 10 - 12% is white.

The most common types of wine, with the correspondent unit
price, are listed in the following Table 9.

Red "Sariss" 1is the most marketed for its low unit price
(1.50 birr/bottle of 0.750 1.)."Gouder" , "Dukam'" and '"Soave" (white)
of higher prices (and better quality) are mostly consumed in hotels and
restaurants, and exported.

(1) Average sales B.6million. litres; average population 42.0 millions

(2) An alcoholic beverage obtained from the fermentation of barley with honey.
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Tab. 9 -UNIT PRICES OF WINES AND SOME OTHER BEVERAGES SOLD IN THE DOMESTIC MARKET,
PER BOTTLE - 1984/1985 ()

BOTTLE CONTENT UNIT PRICE (%)
TYPE OF WINE (*) (NET)
(}itres) RETAILER CONSUMER
- SARISS 0.900 1.75 2.25
" 0.750 1.50 2.00
- GOUDET 0.750 3.00 4,00
" 0.350 1.75 2.25
- DUKAM 0.750 5.00 6.00
" 0.350 2.75 3.25
- SOAVE 0.750 3.00 4.00
" 0.350 1.75 2.25
- KILKIL 0.900 6.00 7.00
- AMBA 0.750 5.00 6.00
n 0.350 2.75 3.25
- ABADIR 0.750 5.00 6.00
" 0.350 2.75 3.25
~ KAMELA 0.750 4.00 5.00
- CRISTAL 0.750 4.00 5.00
- KESSEM RED 0.750 3.00 4.00
" " 0.350 1.75 2.55
- GOUDET ROSE 0.750 3.00 4.00
- ORVIETO 0.350 1.25 2.00
- ESSAMESSA 0.750 5.00 6.00
- VERMOUTH 0.900 2.50 3.00
" 0.750 2.00 2.50
- SPARKLING (champagne ) 0.900 5.00 6.00
- GRAPPA 0.750 8.00 10.00
- VINEGAR 0.650 1.00 1.50
" 0.350 0.50 0.75

(*) Some items have been produceddiscontinualy.

(*) No change of unit price occurred since 1979/8l. Basic prices are valid for all wineries.

Consumer prices differ from place to place:those reported represent an estimated average.

Retailer price is that of wine directlydelivered to the customers by the wineries.
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3.4 PROJECTIONS OF THE DOMESTIC DEMAND

3.4.1 Criteria adopted

The projections start from a present per caput consumption
of 23.1 centilitres of wine per year, calculated on the basis of a poten -
tial demand in the country of 100,000 hl, prudentially estimated slightly
higher than the present effective consumption (about 90,000 hl), and
of a population of 43,240,000 at mid 1985, 2.9% higher than the population
of May 1984 according to the official Census (42,019,418).

The projections up to the year 2000 were constructed on
the basis of the following main indicators:

Expected population growth rate

According to official sources the average rate of growth of Ethiopian
population was 2.9% during the most recent years. 1984 census isconsidered
the first complete survey: previous censuses were carried out also through
sample methods.

Therefore, due to the lack of reliable population growth rates referred
to former times, also its mathematic correct trend hardly can be stated.
International organizations (F.A.0., World Bank) assumed that, in the
long term, the growthrates of the population of almost all African countries
will decline,

In this survey IFAGRARIA team assumed rates of growth decreasing from
2.9% to 2.4% in the whole projection period (1985-2000).

Expected per caput wine consumption increase

This parameter is, in its turn, a result of an analysis of the main factors
and effects causing changes in the wine consumption, among which:

the substituting effect of other beverages, and in particular beer and
tey. As previously observed the domestic consumption of these beverages
is gnowing.' In this analysis a follow up of this trend, at a reasonable
pace was forecast. It should be underlined that the size of this effect
depends upon the E.B.C.'s future productive and price policy. It is ob-
vious that a considerable increase in the beer output, together with an
effective campaign aiming to develop its consumption throughout
the country, acting also on sale prices, would cause a slacktening in
the growth rate of wine consumption;
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. tke rate of growth of the average per caput income, due to the deve
lopment national policies;

. the drinking habits of various religious groups, taking into ac -
count that in Ethiopia Moslems mainly located in the northern and
eastern regions, are in the mincrity;

. population distribution in urban and rural areas: according to
the last official Census (1984) urban population represented 13% of
the total, but it is expected taat this percentage will rise

( wine consumption is far lower in the rural areas);

. the distribution of.the population by classes of age;

. the growing availability of fresh grape - with favourable effects
on the wine quality - according to the targets of the National Plan
and the recommendations of the IFAGRARIA experts as far as the pos-
sible improvement of cultural techniques is concerned (see Chapter
5 and Annexe 5).

The projections of the per caput wine consumption were es-
timated on an econometric basis, starting from the present individual
potential wine consumption of 23.1 centilitres per year, with a future
development according to different rates of growth (hypotheses I and
I1), assumed to be in relation with the rate of increase of the per
capita G.N.P., so with a tentative to apply to the projections the me-
thod of the income-elasticity (1). Taking account of similar trends
observed in other countries, a mathematic function of semi-log type
was adopted.

(1) 1t is ralculated that the per caput G.N.P. increased of 0.6 - 0.8% per year on an
average in teh period 1976/77 - 1983/84.
SOURCE: '"National Bank of Ethiopia" -~ Quarterly Bulletins.
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3.4.2 The results

The results are shown in the Fig. 2. According to the
two hypotheses, the per caput wine consumption would reach respectively
28.3 and 30.5 centilitres in 1990, 33.2 and 36.9 cl. in 1995 and 35.5
and 39.1 cl. in the year 2000. The correspondent levels of the domestic
demand of wine would be 140,900 hectolitres in 1990 accordingto thel
hypothesis (low)and 151,800 hl according to the II hypothesis (average); res
pectively 188,700 hl and 209,700 in 1995, and 227,700 and 250,900 hectoli -~
tres in the year 2000(see Tab. 10 ). It should be emphasized that in the
se econometric assumptions neither the unit price nor the quality of wine
"variables" were introduced. That means that higher consumptions could be
reached, at least until certain limits, on the assumption of low prices and
better quality, the latter strictly linked to the major share of fresh gra -
pe in the wine making.

Since the two objectives will be certainly achieved as a
direct effect of the planned restructuration of the Ethiopian wineries - in
cluding better marketing policies -both the two ¢ »>ve hypothesis have been
substantially conceived on prudential bases.

Future higher levels of demand would be at any rate faced
by the rehabilitated wineries, and especially by the foreseen new plant,
producing, as later on exposed, according modular increasing capacity.




PER CAPUT CONSUMPTION

P;R YEAR ( <l )

(1981-85 AND 1985-2000)

PROJECTIONS OF PER CAPITA WINE DOMESTIC DEMANDIN ETHIOPIA ACCORDING 2 HYPOTHESIS

40 ECONOMETRIC ASSUMPTIONS
1
- Y = a +b log x {semi-log function)- Income elasticity = -'l( ! 388 -‘i-‘__
. Growth rate of GNP pro capite (1976/77-1983/84) : 0,6 : 0.8% per year {Source : National Bank of Etiopia) o |
3 .
Average consumption 1981-1985 : Source E.B.C. 2 -
39| -~
M {1} After 1998-99 : log y = a-{- (tog inverse function)-income elastitity:i’—
36
LEGEND
35 —<emsem.= Actual per caput/year average consumption of wine
34
cnessnsssnesnanes Estimited or assumed potential demand {1981-85)
334
32 —— Projections : I Hypethesis { low-average )
34 = e == =« Projections : 11 Hypothesis [ average-high )
301
29
28
21
26
25
257
23 -
225 Lo
224 n'.?—*_.;:;:.““{ﬂ
03 - AR
2,_}.‘;9....«-«""“ S N 2045 |20
Q\ZOJS Va -
2] _//
18
17 T T T T T U T T T T T T T T
190 1982 1983 1984 1985 1986 1987 1988 1989 19%0 1991 1992 1993 1995 1996 1997 1998 1999 2000

YEARS —o

FAYWEL

z b4



Tab. 10 - PROVISIONAL PROJECTIONS OF WINE DEMAND 1985-20C0

POPULATION POTENTIAL DONESIC DEWAND EXPORT TOTAL DEMAND
(000) (000 1) (000 H1)
YEARS Annual
qrouth Total cl/pcly Demand cl/pcly Demand 1 II 1 11

cate (1) (I Hyp.) | (000 H1) | (II Hyp.) (000 H1) Hyp. Hyp. Hyp. Hyp.
1984 2.90 42,020 - - - - - - - -
1985 2.90 43,020 23.1 100.0 23.1 100.0 1.9 1.9 101.9 101.9
1986 2.89 44,490 23.9 106.3 24.25 107.9 2.5 2.5 108.8 110.4
1987 2.88 45,770 24.8 113.5 25.45 116.5 4.0 4.0 117.5 120.5
1988 2.86 47,080 25.8 121.5 27.0 127.1 6.3 6.3 127.8 133.4
1989 2.85 48,420 27.0 130.7 28.7 139.0 8.9 8.9 139.6 147.9
19% 2.81 | 49,780 283 | 1409 | 35 | 1513 Bs | s 1.6 | 1653
1991 2.76 51,160 29.6 151.4 32.3 165.2 17.4 17.9 168.8 183.1
1992 2.74 52,560 30.8 161.9 33.8 177.7 20.3 20.5 182.2 198.2
1993 2.69 53,680 31.7 171.1 35.1 189.5 22.7 24,1 193.8 213.6
1994 2.63 55,400 32.5 180.0 36.1 200.0 25,2 26.8 205.2 226.8
1995 2.58 56,830 33.2 188.7 36.9 209.7 27.1 29.5 215.8 239.2
1996 2.54 58,260 33.8 196.9 37.5 218.5 29,2 31.9 226.1 250.4
1997 2.50 59,720 34.3 204.8 38.0 226.9 31.3 34.0 236.1 260.9
1998 2.47 61.180 34.8 212.9 38.45 235.2 33.4 36.2 246.3 271.4
1999 2.43 62,660 35.2 220.6 38.8 243,1 34,5 38.2 255.1 281.3
2000 240 | e1s0 | 38 | 2227 | o3sa | 25009 .5 | w00 | 2632 | 2%0.9

(1) Rounded figures.
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3.5 EXPORT PERSPECTIVES

3.5.1 Present situation

During the last 8 years exports of Ethiopian wine showed an
irregular trend from the standpoint of the sale levels, importing coun-
tries and time (see Tab.6 ).

In 1978 only Tanzania imported wine in very modest quantity
(45 hl). From 1980 to 1984 Kenya imported yearly from 40 to 220 hl. Due
a Trade Protocol Agreement, Germany D.R. and URSS imported relatively
higher quantities of wine: the former 1,522 hl in 1983 and 1,500 hl in
1084; the latter 1,890 hl in 1985 (1). In 1984 and 1985 very little quan
tities of wine were purchased by Nigeria, Yemen P.R., Djibouti and Ivo-
ry Coast (about 40 hl on a whole). In short, only in the 3 last years
exports totalled from 1,700 to 1,900 hl - roughly only 2% of the natio-
nal production - whereas in the previous years they were quite negligi-
ble. '"Gouder', "Dukam'", "Scave", and '"Kemela" were the most exported
kinds of wine.

Negative factors hindering the sales of the Ethiopian wine
in the foreign markets are represented especially by the low quality
of the wine, still produced mainly from dry raisin, due in turn to
the lack of fresh grape locally produced (2).

(1) Payment was negotiated in Birr through the National Bank of Ethiopia.
Therefore no foreign currency inflow to the balance of payments en -
sued .

{2) Wine destined to export, due to its higher content of fresh grape, is
undoubtedly of a better quality in respect to wine for domestic con -
sumption.
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Other constraints are:

- high prices in relation to the wine quality;

- strong competition in price and quality from the traditional wine
exporters like France, Italy, Spain, Portugal, South-Africa etc.;

- lack of National Regulations on the processing, classification, pa -
ckaging, handling, pricing and trade of wines;

- lack of organic marketing and promotional policies.

Of course an improvement of these last measures would ne -
vertheless remain ineffective until the main constraint - quality -
will be not removed.

3.5.2 Export perspectives

As a consequence of the last considerations, the perspecti-
ves for a successful development of Ethiopian wine exports are stric-
tly connected, firstly to the future availability of grape in the coun-
try, since the objective, at least in the middle term, is to export wi-
ne wholly produced from fresh grape. Of course there is the alternati-
ve to export mixed wine - from dry raisin and fresh grape - but dra -
stically reducing the percentage of dry raisin.

However this way could meet serious problems, also of psy -
chological order, expecially at the starting of new policies aiming to
gain foreign markets and to cancel the present unfavourable image of the
Ethiopian wine abroad. This is therefore a problem regarding the wine
quality.

Secondly, exports must be supported by effective promotio -
nal policies, including pricing. The perspectives on grape production
are later analyzed (3.5.3).
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3.5.2.1 Trends of wine world market

In the recent years, the wine world market was characteri -
zed by twoopposite trends: increase of the overall production and pro -
gressive fall cf wine demand, especially in the most traditional wine
consumer countries. This caused a decline in prices and, consequently,
stronger competition among the major wine producers.

The technologies of wine processing, bottling, packaging |,
conservation, distribution, together with massive promotional compaigns
in the industrialized countries are causing great difficulties to the
producers in many of the remaining countries, among which are African
countries like Algeria, Tunisia and Morocco, where vineyard areas have
been reduced.

Additional and more detailed information on this suject are
included in the Annex 3.B.1.

3.5.2.2 VWine consumption in the African producer countries

In Ethiopia the per caput consumption of wine is around 21
centilitres/year. 1In the remaining 4 African wine producing countries
ttis level is much higher: over 1 litre in Algeria and Morocco, 3 1li -
tres in Tunisia (three countries where moslems are in majority) and a -
round 10 litres in South Africa. For more detailed, see Annex 3.B.2.

3.5.2.3 The potential importer countries of Ethiopian wine

For each potential importer - and in particular for the
countries that, at present or in the past, have purchased Ethiopian wi-
ne - some information on the wine sector (production, imports, domestic
consumption, distribution canals, wine regulations, etc.) have been
supplied, together with some recommendations for possible sales of Ethio
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pian wine in these countries, among which URSS, Germany D.R., Kenya, Ni

geria and Ivory Coast.

The findings of the market survey have been inserted in
the Annex 3.B.3. and are hereafier summarized by potential importer
country:

U.R.S.S.
This country was the main purchaser of Ethiopian wine in 1985, in

which about 1,900 hl. were sold on the basis of a special Trade Pro-
tocol Agreement. In that year this purchase represented less than
1%, of total Russian imports. In the most recent years the main
suppliers were the Eastern European Countries (Bulgaria, Jugosla -
via, Hungary, Czechoslovakia, etc.}, Algeria, Italy and Spain.

The perspectives of ruture higher exports are favourable, taking in
to account that, starting from 1989-1990 (according to the implemen
tation schedule, should it will become timely effective), there
will be increasing availability of wine from fresh grape, there -
fore competitive in the international market.

Of course it is not possible - and it would be rather pretentious -
to forecast, since now, the levels of exports of Ethiopian wines to
U.R.S.S., in the medium and long term (and this is valid for the
remaining importer countries), since they are affected by too many
factors and conditions. Therefore the export indicative targets la
ter on exposed are the result of a first reasonable approach or as-
sumption, mainly based on the follow up of the trade agreements and
on unchanged conditions as far as sovietic regulations on wine im -
port are concerned according to this approach, Ethiopian exports
of vintage wine in U.R.S.S. could easily reach a level of 5,000 -
6,000 hl.in 1990, 12,000-13,000 hl.in 1995 and 15,000-16,000 hl. in
the year 2000.

GERMANY D.R.

This country imported in 1983 and 1984 about 1,500 hl.of Ethiopian
wine (1%s of total german imports) also on the basis of a trade a -
greement being the main suppliers the eastern European countries
(Hungary, Jugoslavia, Bulgaria, Romania, Czechoslovakia), Algeria
and Italy. According to information given by the E.B.C., Ethiopian
sales to Germany D.R. should raise to 7,500 hl,
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On the basis of the considerations expressed for U.R.5.5. as far as
forecasts are concerned, it was assumed that exports of Ethio -
pian wine (of course, only from fresh grape) in Germany could reach
5,000 - 6,000 hl.in 1990, 10,000 - 11,000 hl.in 1995 and 14,000 -
15,000 in the year 2000.

German regulations on wine domestic and foreign trade, particularly
rigorous, must be carefully observed.

KENYA

Ethiopia exported Wine in Kenya in a relative mcdest quantity: 40
hl.in 1980, 260 hl.in 1981 and 180 hl. in 1983. Afterwards trade
relations in this field stopped.

In the recent years, this country imported wine from France, Italy,
Spain, Portugal and Austria.

Consumption of imported wine from non-residents and tourists is ve-
ry important. Local population in drinks also wine (high and avera
ge income classes) but in relatively modest quantity. Consumption
of papaya wine, locally produced, is more spread, due also to; its
lower price.

It is suggested to re-establish the previous trade relations bet -
ween E.B.C. and the Kenya Wine Agency Ltd. (the only authorized wi-
ne importer), on renewed bases: offer of high quality vintage wine
at competitive prices, Ethiopian sale qualified agents in Kenya
also responsable for promotion and advertising.

It is likely that Ethiopian exports of wine in Kenya will meet with

constraints mainly represented by European wines and by uses and
habits strengthened in tr post.
However proper contacts - governmental level could cause a modera-

te increase in the sales. In this connection, according prudent ex
pectations, the following levels of export of Ethiopian wine in Ke-
nya have been assumed: 800 hl in 1990, 1,300 - 1,800 hl.in 1995 and
1,900 - 2,500 hl. in the year 2000.

For the moment wine export to Kenya are scarcely protected by natio
nal regulations.

NIGERIA
Only in the last year (1985) a very modest quantity of Ethiopian wi
ne (900 litres) was sent in Nigeria. Wine is mostly consumed by

foreigners(resident and non-resident).
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Among the Christian population (about 25 million), only the high and
average income classes in urban areas, are modest wine consumers.
The main suppliers are France, Italy (quality wine mostly in bot -
tles) and Portugal (mostly in bulk or in higher capacity containers
of cheaper prices). Imported wine - there is no local production-
is distributed to big stores, restaurants and hotels.

The perspectives for Ethiopian exports of wine in Nigeria do not ap
pear very favourable, also for transport reasons (distance). Howe-
ver, in the framework of the normal trade and political relations
between the two countries, the E.B.C. could establish relations with
the Nigerian importers or the hotel chains, starting with initial
exports of first quality wine, eventually as samples, with the pur-
pose to establish pluriennal trade agreements.

That being stated, the following exports have been assumed: 500 hl.
in 1990; 1,000 hl.in 1995 and 1,300 - 1,500 hl.in the year 2000.
Also wine export to Nigeria are not protected by particular regula-
tions.

IVORY COAST

Ivory Coast imports wine in bottles mainly from Italy, France and
Spain and wine in bulk from many other countries, besides the three
mentioned, especially from Algeria, Greece, Tunisia and Portugal.
In 1983 imports, reached cver 600,000 hl.

In this country the main consumers are, as usual, the white resi -
dents and the tourists. A modest use of wine comes from the catho-
lic and protestant communities.

The perspectives to export Ethiopian wine in Ivory Ccast do not ap-
pear favourable. In 1984 samples for 180 litres were sent to this
country, possibly as an attempt to establish new trade relations.
However, this attempt could be repeated in the future since wine
offered will be from fresh grape and therefore competitive.

In this approach, for sake of prudence, no significant export of wi
ne to Ivory Coast is assumed.

OTHER AFRICAN COUNTRIES

Only Tanzania (in 1978} and Djibouti (in 1985) imported Ethiopian wi
ne (45 and 20 hl., respectively). Taking into account the future
better quality of wine the trade relations with the two countries
could be re-established as regards the other countries.
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In this "work hypothesis" after a market analysis, a selection was
made holding in due consideration the favourable and infavcurable a
spects, so as distance (transportation problems), wine production
in the country, particular trade clauses or bilateral agreements ai
ming to favour certain supplier countries (for example almost all
the francophone territories), the drinking habits of various reli -
gious groups, the political and fiscal regime, the touristic pre -
sence, etc.

On the basis of this approach the E.B.C., duly supported at govern-
mental level could try to enter in relation with: Malawi, Mozambi -
co, Uganda, Zambia, Zimbabwe, Angola and, eventually, Zaire.

Always according prudential criteria, the following overall sales
were assumed: 400 hl.in 1990, 1,000 hl.in 1995 and 1,500 - 2,300 hl.
in the year 2000.

OTHER EASTERN EUROPEAN COUNTRIES

Many of these countries are wine producers and exporters some of
them import wine of different kind. It is here assumed that Ethio
pia, through special trade agreements, similar to those already es-
tablished with U.R.S.S. and Germany D.R., can supply quality wine ,
even if in relatively modest quantity.

These are the indicative levels considered: 400 hl.in 1990, 800 -
1,000 hl,in 1995 and 1,000 - 1,500 hl.in the year 2000.

WESTERN EUROPE COUNTRIES

The possibility that the Ethiopian Wine can enter the western Euro-
pe is, of course remote. Since in these markets all consumptions a
re highly spead in kind, it is likely that also bottles of  high
quality of Ethiopian wine could be purchased by the big stores or
"enotheques" wanting to enlarge their wine collections.

But, in any case, the volume of wine exported would be quite unsi -
gnificant.

From the commercial and economic point cf view. The possibility to
supply wine in bulk for blending purposes (to France and Germany
F.R., for example) has been also excluded.

OTHER COUNTRIES

A negligeable parcel of wine was sent in Yemen P.R, in 1984. Ex -
ports in the Midale East Countries - the nearest of Asiatic ones -
meet the major constraints in the drinkig habits, so that sales
should be addressed to non-moslem populations, european residents or
tourists, etc.
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Within these limits, certain quantities of Ethiopian wine could be
exported, for example, is Saudi Arabia Iran, Iraq, Oman, Siria, etc
whereas sales in the Southern and Far East countries (India, Chi-
na, Japan, etc.) mast be excluded in this approach.

E.B.C. is trying to establish contacts with U.S.A. through sales
agents.

The following exports have been considered: 200 hl.in 1990, 400 -
700 hl.in 1995 and 800 - 1,200 hl.in the year 2000.

This data is shown in the Tab. 11 where total possible ex-
ports in the short, medium and long term correspond to the projec -
tions shown in the Tab. n. 12, on the basis of a low-average and a-
verage-high hypothesis.

It is worth underlining that according to the most recent interna -
tional regulations, wine must be sold in bottles of 75 cc.
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Tab. 11 — APPROACH OF FUTURE POSSIBLE EXPORTS OF WINE FROM ETHIOPIA

NET IRPORY ETHIOPIAN EXPORTS: POSSIBLE TARGETS (H1)
COUNTRIES TOTAL FROM ETHIOPIA 1995 2000
1990
Year H} Year Hl fFrom To fros Te
. U.R.5.5. 1983 8,000,000 { 1985 (a) 1,900 5,700 12,000 13,000 15,000 16,000
. GERMANY D.R. 1982 1,550,000 (b) 1,500 5,500 (e} 10,400 11,000 14,000 15,000
. KENYA 1983 750,000 (c) 220 800 1,500 1,800 1,900 2,500
. NIGERIA 1983 20,000 (d) 500 1,000 1,000 1,300 1,500
. IVORY COAST 1983 600,000 (d) (F).. .. .. . ..
. OTHER AFRICAN COUN -
TRIES (1) (d) 400 1,000 1,000 1,500 2,300
. OTHER EASTERN EURO -
PEAN COUNTRIES - - 400 800 1,000 1,000 1,500
. WESTERN EUROPEAN COUN
TRIES (2) - - .. .. .. ..
. OTHER COUNTRIES (3) 1985 (d) 200 400 700 800 1,200
om 1985 2,200 | 13,500 27,100 29,500 35,500 40,000

(a) First 9 months.

(b) Average 1983-1384.

(c) 1981 and 1983.

(d) Less than 100 hl.

(e) E.B.C.'s target: 7,500 hl,

(f) DOue to the strong competitivity of wines imported from France and Maghreb countries Ethiopian exports for sake of prudence were
not considered in this approach.

(1) Only Tanzania, in 1978, and Djibouti, in 1985, imported from Ethiopia insignificant quantities of wine (45 and 20 hl, respecti-
vely).
{2) Passible exports of Ethiopian wine in Western Europe were also not assumed.
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3.5.3 The development of grape production as a key condition for Ethio
pian wine exports. Projections of grape output and correspon -
dent wine production

This matter will be dealt in the subsequent Chapter 4 ("A-
vailability of raw material"), but the results concerning projections
of grape output and corresponding wine production (from fresh grape )
have been used in this section of the Study in order:

to evaluate quantitatively and qualitatively the perspectives for
wine exports;

to carry out projections - in the short, middle and long term - of
the total demand for wine, formed by the potential domestic demand
(previously estimated) and expected exports.

The results are presented in the following Table n. 12 and
Graphic (Fig. 3).

Projections have been made according two hypothesis: avera
ge-high and low-average, and include:
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Table n® 12— PROJECTION OF GRAPE OUTPUT, MINE PRODUCTION AND EXPORT
AT SHORT, MEDIUM AND LONG TERM (1985-2000)
LOW-AVERAGE HYPOTHESIS AVERAGE-HIGH HYPOTHESIS X OF WINE FROM FRESH GRAPE
YEAR GRAPE WINE PRODUCTION (h1) GRAPE WINE PRODUCTION (hl) WINE DEMAND

outpuT Export Dow. Con- puteut Export Dom. Con-~ Low Av-high

) Tatal (1) (2) susption (3) (a.) fotal (1) (2) susption (3) nyp HYp
1985 4,000{a) {1,925) (1,900) (25) 4,000 (1,925) (1,900) (25) (1.9) (1.9)
1986 8,550 (4,700) (2,500) (2,200) 8,550 (4,700) (2,500) (2,200) (4.3) (4.3)
1987 10,590 (5.825) (4,000) ‘[1,825) 10,590 (5,825) (4,000) (1,825) (5.0) (4.8)
1988 17,170 9,445 6,300 3,145 17,170 9,445 6,300 3,145 7.4 7.1
1989 23,820 13,100 8,900 4,200 23,820 13,100 8,900 4,200 9.4 8.9
1990 32,500 17,875 13,500 4,375 35,800 19,690 13,500 6,190 11.6 11.9
1991 40,000 22,000 17,400 4,600 44,800 24,640 17,900 6,740 13.0 13.5
1992 46,300 25,465 20,300 5,165 52,450 28,850 20,500 8,350 16.0 14.6
1993 51,300 28,215 22,700 5,515 59,300 32,615 24,100 8,515 14.6 15.3
1994 56,000 30,800 25,200(5) 5,600 66,000 36,300 26,800(5) 9,500 15.0 16.0
1995 60,000 33,000 27,100 5,900 71,550 39,350 29,500 9,850 15.3 16.5
1996 63,750 35,060 29,200 5,860 75,950 41,770 31,900 9,870 15.5 16.7
1997 67,500 37,125 31,300 5,825 80,350 44,190 34,000 10,190 15.7 16.9
1998 71,250 39,185 33,400 5,785 84,250 46,340 36,200 10,140 15.9 17.1
1999 73,150 40,230 34,500 5,730 87,500 48,125 38,200 9,925 15.8 17.1
2000 75,000 41,250 35,500 5,750 90,000 49,500 40,000 9,500 15.7 17.0

(1) Overall extraction rate from grape: 55%,

{2) Starting from 1988-89 exported wine is assumed to be only male with fresh grape.
to be made with dry raisin and an increasing content of fresh grape,

In the project start up period (1986-1987) exparted wine is expected

(3) In this study is has been assumed {and suggested) that the domestic demand will be faced by wine from dry raisin and wine from fresh grape (if availa-

ble), separately.
(&) Out of which 3,500 q. utilized by the Awash Wineries.
15} 10-year Plan target: 20,200 hl. in 1993/1994.
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- grape output;
— corresponding theorz:tical wine production;

— percentage of pure wine at the disposal of the wineries for domestic con
sumption.

According to the low-average hypothesis, grape output in year
2000 would reach 41,250 hl. ("), out of which 35,500 (80%) exportable ac -
cording projections, and the remaining 5,750 hl.for domestic consumptiomn.
The assumption to use grape as a yeast for wine production from dry rai-
sin or to blend directly the wine - nct exported - with wine from dry
raisin, was not taken into considerati-w.

According to the average - high hypothesis, grape output
would reach in the year 7’ 90,000 q. wine 49,500 hl. out of which
40,000 hl.exportable.

(*) Overall extraction rate from grape: 55%, out of which 40% of high quality wine and

15% of lower quality wine (about 5% of wine,according a proper technology, is destined
to the distillery).
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The yearly levels of grape output, wine production and wine
export are shown in the mentioned tables n. 1land n. 12.

This objective could be achieved only by removing the con -
straints previously mentioned. And, in particular - it is worth repea -
ting - in the fields of wine quality, price and promotion.

3.6 PROJECTIONS OF WINE TOTAL DEMAND

These projections are shown on Table n. 11 and Graphic (Fig. 4)
where possible exports levels according to the two hypothesés were ad -
ded to the correspondent levels of the potential domestic demand.

Total wine demand would reach, in the short, middle and
long term, the following levels;

I hypoth. (low-average) II hypoth. (average-high)

Years
(000 h1) (000 h1)

1990 154.4 165.3

1995 215.8 239.2

2000 263.2 290.9
By these assumptions, exports would represent 13-16% of the
total demand. Taking intc account the expected future levels of the
domestic grape production (Tab. 12 and Graphic Fig.3), the content

of wine from fresh grape in the total wine to be produced in order to
meet the giobal demand, would pass from the present share of only 2% to
around 12% in 1990, 16-17% in 1995 and 2000 (1). That means an use of a
growing volume of dry raisin throughout the lifetime of  the project
(see point 5.3.1).

(1) The required wine output should be, in reality, slightly higher, ta
king into account waste and losses in the way production-final con-
sumption (3-4%).
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3.7 MARKETING ANALYSIS AND POLICIES

3.7.1 Present situation

In Ethiopia wine is sold exclusively by the wineries mana -
ged by E.B.C.:it is therefore pratically a monopoly regime. In general
this situation is very likely to disregard  the sales and
marketing aspects necessary from a constant and careful improvement of
wine quality, packaging, distribution, etc. and of its pricing, as fora
consequence of the absence of competition, also with the foreign wines,
not imported.

As previously said, wine is sold in bottles of various sizes
and flasks. Sales in bulk, in barrel, kegs etc. are not yet made.

3.7.1.1 Domestic sales

The Ethiopian market is divided in two sector: Addis Aba -
ba and Provinces.

Addis Ababa sector is segmented into 12 zones. Each zone
is supplied by a delivery van, with a salesman-driver and two assistants
In each zone there are 250 to 300 customers, mainly groceries ,
bars and little restaurants.

In addition to the zones, government hotels, supermar -
kets and major restaurants are served by a special delivery agency. In
the Province sector wine distribution is carried out:

-~ directly by E.B.C. transport (13 vans, 8 medium trucks and 7 trucks
and trailers) and personnel (28 salesman-drivers, 64 assistants )in
the Shoa Region and the southern part of the country;

~ by means of salesagents in the outer regions, because of the shor-

tage of transport facilities.
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Winepromotion is very limited:in the main hotels and restau
rants and in the supermarkets samples of wines are displayed to the
customers in special windows, shelves, or racks.

At present advertisements on mass media are prohibited in
Ethiopia as far as alcoholic beverages are concerned.

An organic legislation on wine processing, standards, packa
ging, prices, exports, etc. is under examination.

3.7.1.2 Export marketing

As remarked in 3.5.1., exports of Ethiopian wine reached in
the two last years a level - still below 2,000 hl.- mainly thanks to
bilateral agreements with Germany D.R. and U.R.S.S.

Promotional policies are just beginning, and E.B.C. is now
planning the best ways for an expansion of exports, but is aware of
the importance to firstly improve the quality of wine.

A promotional compaign is now in course to continue and en
large wire sales in Germany D.R. and U.R.S.S. and to resume contacts
with some African countries, in particular with Kenya, where two sales
agents (Nairobi and Mombassa) have been recently appointed. Promotio-
nal actions are in course with U.S.A.

3.8 OUTLINES OF T:E MARKETING-MIX OF THE ETHIOFIAN WINE AND RECOMMEN-
DATIONS

3.8.1 General

A complete survey on this subject is repcrted in the Annex
3, Sections A, B, C, D, E and F.

The purpose of this section of the market study, which re-
presents a summary of the Annex, is to present the up-to-date marke -
ting methodologies followed by most of the producing countries constan
tly compared with the Ethiopian marketing policies actually applied.
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Sales at factory gate are not carried out.

Unit prices are fixed according the two sales system: higher-
in order to recover the distribution expenses - for direct sales; lower
for the sale agents.

The selling prices of wines are uniform all over the coun -
try, regardless of the distance. The margin of profit for sales :n Ad-
dis Ababa zone covers the major expenses incurred for external sales.

It was noticed that during the last years (since 1980) sale
prices of wines have not changed. Since the production costs (inclu -
ding import of dry raisin and other auxiliary products) were increa<ing
in the same period, the net income of the wineries declined progressive
ly.

Taxation on factories gross income is 50%: it is obvious
that a lower tax would allow the wineries to sell wine at a lower pri-
ces, with the possibility to spread the sales themselves (1)-

No specific and organized marketing policy is followed
to encourage domestic consumption. As a mather of fact nei
ther in the E.B.C. nor in the single wineries a specialized sale office
is operating.

(1) This problem should be taken into consideration when the overall
capacity of the wineries increases as a result of the plan
ned restructuration of the whole wine sector.
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This section is subdivided into two chapters: wine marketing
for domestic sales, and export marketing.

3.8.2 Domestic marketing policies
3.8.2.1 Objectives of the analysis

Ethiopian wine, as a product to be analyzed, has been split
in its characteristic components:product (definition), quality, packa-
ging, price,distribution and sales promotion.

Therefore the marketing-mix is the optimal requirement of
each of these components with the purpose to analyze and carry out
a rational strategy aimed at reaching the best economie results.

In this chapter the single elements of the marketing-mix in
their standard will be compared with the corresponding situation in
Ethiopia.

3.8.2.2 The products

The product is the most important component of the marke -
ting-mix. A bad product selection cannot be compensated by the
best conditions of the remaining components.

The conception that the production standard must satisfy the
producer is wrong.Products must constantly meet the requirements of
the market, the taste of the consumers, duly analyzed segment by
segment.

Therefore a complete study of the markets and marketing will
be the key for an exact definition of the market-oriented product.
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3.8.2.3 The quality

This element : aramount importance, especially in an o-
pen market, in presence of ..ier offer sources. This is not the case
of the Ethiopian market, where the only wine producers and sellers are
the E.B.C. factories. An improvement of the wine standard would cause
an increase in domestic sales. Undoubtedly this objective can be
achieved particularly through a greater use of fresh grape in the wine
making.

3.8.2.4 The packaging

The selection of the packaging must satisfy the require -
ments of the intermediate customers and the final consumers taste, and,
at the same time, the most important requisites by the technologic and
economic point of view.

Therefore, bottling must be studied in its elements: mate -
rial, volume or content, shape, corks or capsules, labels (shape, colour,
drawing), texts, etc. Morever a number of regulations have to be res -
pected.

Suggestions in this matter have been advanced in favour of
the Ethiopian wine factories.

3.8.2.5 The price

The relative nigh prices of Ethiopian wines sold in the
domestic market are influenced:

- by high production costs due tc the present condition of the equip -
ment , excess of personnel and high prices of certain inputs (e.g .
glass bottle);

- by high margin of the gross profit, which in turn is highly taxed
(50%) .
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Most of these negative factors will be certainly removed as
a consequence of the planned restructuration of the wine sector. High
taxation can be justified by the fact that wine is very likely conside-
red a "luxury"”" product, at any rate not essential for the population.

However, a policy based on lower prices and higher sales
seems to be preferred to a policy based on higher prices and lower sa -
les, perhaps without affecting significantly neither the wineries pro -
fit nor the tax inflow, =2ven if reduced in percentage.

Even if pricing does not represent,at the moment,a serious
probiem for the Ethiopian factories - the only wine producers - their re
duction will be ¢ >rtainly taken into due consideration in the frame -
work of the general objectives stemming from the planned new settlement
of the wine sector in Ethiopia.

Moreover,lower prices (starting from lower production costs)
together with better quality will be the key condition for a success -
ful exportation of Ethiopian wines.

3.8.2.6 Distribution and sales

In Ethiopia wine is sold directly by the factories (or EBC)
in Addis Ababa, Shoa Province and some southern provinces, using its
own transport and personnel; through sale agents in the farther pro -
vinces of the country (see point 3.7.1.1).

Possible improvements in the distribution system have been
considered in the Annex, among them: establishment throughout the ter-
ritory of sales offices with stocking warehouses; restructuration of
the marketing according to the traditional sales chain: producer, who-
lesaler, retailer, in the framework of the existing and future govern-
mental policies on domestic trade. It should be undelined that this
last distribution system - in any case under the direct statal con -
trol - could be more rational and less expensive (see Annex 3 - A.3.5).
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3.8.2.7 Advertising &:d promotion

Also this component of the marketing-mix, is at present
scarcely dealt in Ethiopia due to different reasons: monopolist posi -
tion of the Awash wineries in the domestic market; saturation of the
plants overall capacity, lower than the potential demand; prohibition
of certain kinds of advertising in the field of alcoholic beverages.

In the above mentioned Annex a list of suggestions has been
made by the marketing expert of IFAGRARIA Team. They are undou
btedly conceived and inspired by models from the industrially and de -
veloped countries and must be here considered rather in a long term per
spective, taking into due account once more the expected rehabilita -
tion of the Ethiopian wine sector and the socio-economic evolution of
the country.

So many of the recommended measures - some of which are pre
sently followed - must be retained in the framework of the present pro
ject. Promotion through advertising (in the local press, radio, tele-
vision, roads, public means of transport, etc.), wine *ests and par -
ties, food fairs and exhibitions, wine samples in hotels, restaurants

and the National Centre, special discounts, verbal advertising by
retailers at customer level, etc. could be,of course, carried out
in the light of the present governmental laws on advertisement and

their eventual changes in the medium and long run.

3.8.2.8 Marketing criteria on wine selection

Selection and classification of wines is strictly connec -
ted to the different market segments, identified and analysed accor -
ding activity sector, income level, etc., following marketing-oriented
criteria, a different conception from market-oriented principles.

The methodologic strategies for this kind of marketing are
also identified in the Annex.

Of course the selection of the wines, starting from the ty
pes presently produced, involves also the remaining marketing-mix, li-
ke quality, packaging and price.




- 78 -

As regards quality, a growing use of fresh grape in the wi-
ne making has been assumed, in line with the wine total demand pro -
jections at short, middle and long terms. However, in order to face
the expected increasing domestic demand, Ethiopian wineries, also after
the planned restructuration, will very likely continue producing wine u
sing chiefly dry raisin (1).

3.8.3 Foreign market policies

3.8.3.1 General

The fact that some Ethiopian wines (Dukam, Gouder, Soave |,
Awash Kemila) were and are exported does not mean that they have gained the
foreign market, in a free competition with the remaining supplier coun-
tries. At any rate, future trade bilateral agreements (e.g. with Germa-
ny D.R and URSS), have to be considered positive.

However the real future objective of the E.B.C. is to ex -
port wines of high quality, produced with 100% selected fresh grape, in
concurrential conditions.

The mentioned Annex deals with the most suitable measures ,
conditions and reccmmendations required for a successful development of
the Ethiopian wine export. Briefly these are the main conditions:

Tl) It is worth remarking that, starting from a reasonable period af-
ter the expected full restructuration of the Ethiopian wineries and
a significant increase in the country of the grape output, wine des
tinated to foreign markets must be, on the contrary, possibly produ
ced only from fresh.grape.
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3.8.3.2 The quality

It is the best passport to enter the foreign markets. This
involves a constant knowledge of the demand (taste, other requirements),
country by country; the necessity to use only selected grape, also
through stricter agreements between the Horticulture Development Corpo-
ration and E.B.C.; the adoption of modern processing techniques; and ,
in general,respect for all the laws and regulations running in the im -
porter countries.

3.8.3.3 The packaging

It is accepted that the type of bottle and, in particular, the
label, are very important requirements for a good presentation of the wi
ne. Inscriptions, drawings and, in a word, label design influence con-
siderably - also by the psychologic point of view - customers and con -
sumers.

There are obligatory information, to be reported in the bot
les,so the exporters must be aware of the international regulations on
this subject. Other inscriptions are optional. Further detailed infor
mation are given in the Annex 3.

3.8.3.4 The promotion

Many of requirements about this matter have been dealt for
the domestic marketing-mix. Promotion in the foreign coun -
tries - effective or potential importers- must be carried out with ma -
jor care, since a certain number of actions will occur abroad, therefo-
re with the full respect of the local laws, procedures and costs.

In the Annex some suggestions on this subject are given ,
especially in the case of a participation of the Ethiopian wines in the
foreign fairs and exibitions.
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3.8.4 Models of trade organization
3.8.4.1 General

This matter is analysed in the above mentioned Annex (Part
D). For many years, but with a particular emphasis in the most recent,
firm organizations in all productive sectors- including of course the
wine trade - are reinforcing the staffs responsible of sales, attaching
higher and higher importance to the marketing - oriented policy, as a
natural follow up of the market-oriented one.

So in a firm, a trade organization suitable only to sell its
own products, can or must be converted,directly or through an interme -
diate structure, into an integrated marketing organization.

A trade organization can be structured according to fun -
ctions or geographical areas or customer segments @r distribution ca -
nals or product and product line. In the mentioned Annex some sugge -
stions are given for a better future structuration of the Ethiopian wi-
neries,

3.8.5 International laws and regulations on wine trade

This matter is dealt in the part E of the Annex 3. Ethio
pian Authorities -~ and in particular the E.B.C. - are already working in
order to prepare special regulations concerning processing, quality re-
quirements, classification, bottling, labeling, pricing and sales of
the Ethiopian wine, taking into account that all traditional wine pro -
ducer and exporter countries have their own legislation.

The European Economic Community regulations on wine prodic-
tion and trade (1979) represent to-day the most complete and organic do
cument existing on this matter. Comments on the mgst important arti -
cles of this legislation are also given in the mentioned Annex.




Among them it is worth remindirg:

~ regulations on grape production and vineyard deveilopment;

- classification and requirements of products coming from grape {(jui -
ce, must, wine, vinegar, "vinello", pomace);

- discipline on use of auxiliary products and other inputs (chemicals,
sugar, etc.) in the wine making process;

- classification and requirements of wine to be sold in the domestic
market or exported;

- special regulations for high quality wines produced in scme particu-
lar regions (in Italy: D.0.C. = Controlled Origin Dennmination);

- pricing regime within the E.E.C. members;

- regulations of the international wine trade with third countries.




i M

4. THE EXISTING WINE FACTORIES

4.1 GENERAL

During September 1985 +the IFAGRARIA team of experts visited
the four existing wineries in Addis Ababa and Asmara, with full collabora—
tion of the Ethiopian Beverage Corporation, to appraise
their present situation and propose the best measures for
their rehabilitation also with reference to the National Plan objectives.

For each factory the experts collected a series of data
and information regarding:

~ site and location;

- production (wine and other products);

- raw material andauxiliary products such as inputs, and their origin;

- personnel;

~ processing line .low;

- consistence, conditions and operative characteristics of all
machines, equipment, material and general installations;

- stocking and systems capacity (wine, raw material, finished pro-
ducts);

- condition and adequacy of allbuildings and civil wcrks;

- services, and in particular: electric power, water supply, sewerage
systems, external areas;

- other relevant information, including hygienic situation and even-
tual environmental pollution problems;

- constraints and problems.

The E.B.C. technical office supplied,when available,drawings,
graphics and plans of the factories areas and buildings.

Additionally,visits were made to some vineyards, in order to evaluate
their future development, and to the plants producing glass bottles
and plastic containers.

A complete description of each winery 1is reported in
four separate Sections (A,B,C and D) of the Annex 4. Summary, conclu -
sions and final appraisal follow in the next sector.
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4.2 AWASH LIDETA BRANCH, ADDIS ABABA

4.2.1 Present situation and constfaints

This is the most important and relative modern Ethiopian
Winery. It is also the technical, commercial and productive co-ordina
tion Centre for the remaining Addis Ababa Awash Wineries.

The factory produces and bottles wine (about 5,4 million li
tres in 1984/85) from imported dry raisin and from almost all the
fresh grape prz2sentiy available in the country. Of course wine with a
higher content of grape is a better quality, and the only onewhich can
be exported.

The plant produces in addition: sparking wine, vinegar ’
softs drinks, liqueurs, aperitives. Personnel amount to 343 units.

Total area of the winery is about 6,000 sq.m., divided by
a passage right away. Covered area is 4,280 sq.m., including the main
building on three floor:s (production section, offices and laboratory),
warehouse, cellars and garage. A warehouse for finished products (500
sq.m.) is under construction.

Total capacity of the containers for wine making and stoc-
king is about 9,700 hl.

The wine making equipment is o0ld and scarcely effic +.

Most of the fermentation cement vats require restorir,; e2s-
pecially in their internal coating and some accessories.

The wooden barrels for fermentation can be only partial -
ly recovered.

A modern hottling line, with a capacity of 3,500/4,C00 pie
ces/h (average daily production 23,600 pieces/day) is not, at present,
fully operational.

Also a new two-phase pasteurization unit, with a capaci -
ty of 50 hl is not yet in use.
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Among the equipment to be considered in bad condition or
out of use (full listed in the Annex 4/A), the following can be remin-
ded: part of pressing machines, filters, pumps, iron reservoirs, cor -
king and filling machines, pressure vats, etc.

The laboratory for -analyses is not yet fully equiped. So-
me buildings are in pcor condition and need restructuration works or
heavy maintenance, to bring them in line with the standards required in
food processing units. Electric installations and nr ' are not in
line with modern operational and safety requirement.

Sewerage network requires repairs. In the external area ac
tivity is hindered by the lack of fully available area (passage right
in favour of third parties) and insufficient warehouse capacity. In -
fact, the adopted sales system (direct deliveries) involves uncreasing
and excessive movements of transport ulands in the areas, interfe -
ring with other operational requirements.

4.2.2 Conclusions

The winery will be in condition to continue and increase
its activity - especially in the bottling sector - after a partial re-~
habilitation of its productive and building components.

4.3 AWASH MAKANISSA BRANCH, ADDIS ABABA

4.3.1 Present situation and constraints

The winery produces and bottles wine (1,2 million litres in
1984/85) almost completely from imported dry raisin, as well as soft
drinks, and small quantities of vermouth, sparkling wine and liqueurs.
The winery has a staff of 149.
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The area(about 10,000 sq.m.) and the main building (3,750
sq.m.) are also utilized by an old distillery, and are leased from the
Ministry of Houuing.

Total theoretical capacity of containers (almost all in
wood) for wine making, distillation and stocking, is over 2,600 hl; wi
thout the containers which cannot be economically repaired, the net a-
vailable capacity would be about 1,900 hl.

Almost all the equipment for wine processing and bottling is
hand operated, in bad condition, and scarcely efficient. Among them:part
of the fermentation vats, pressing machines, filters, refrigerators, pum-
ps, washing machines, etc.(see Annex4/B). The laboratory for analyses is
poorly equiped and the thermic power station is out of order.

Buildings - aged from 1918 to 1957 - previously utilized for
other activities (distillery, warehouse, liqueurs plant) - need a general
restructuration, including the re-planning of available space and the re-
newal or restoring of many sections (floors, walls, roofing, fixtures
etc.).

1

Also in this factory, the electric power plant and distribu
tion network, water sources and related network and the sewerage system
re not in keeping with modern operational and safety standards.

1o

4.3.2 Conclusions

The winery could be fully rehabilitated in its processing ’
buildings and services components. However from the start the cost ap -
pears to be high. Therefore two different solutions were meanwhile consi-
dered: the plant relocation or its closing. This last alternative will be
later suppcrted by the fact that the erection of a new modern winery had
in any case included in the project outline.

4.4 ADDIS KETEMA BRANCH, ALDIS ABABA
4.4.1 Present situation and constraints

The winery produces and bottles wine (2,2 million litres in
1984/85) from dry raisin, and also soft drinks and some other bevera ~
ges in limited quantity.

Personnel: 203.

The total plant area is about 13,500 sqg.m, but is also utili-

zed by a Pepsi-Cola bottling factory. The winery area is about 4,500 sq.m
out of which 1,500 sq.m are covered.
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Total thecretical capacity of the containers in wood,
cement, steel and glass fibre wool, is about 4,300 hl. Some containers
are in bad condition and therefore the actual available capacity can
be estimated at 3,100-3,200 hl, taking into account the recoverable con -
tainers.

Also in this winery a large part of the equipment is
in bad condition or out of use, as listed in the Annex 4/C. in
particular the wine making line (pressing machines, etc.) and the
bottling line, semi-manual, are very old and irreparable due
to the lack or original spare parts. Tt should be emphasized that
this constraint - one of the most serious - is practically common
for all Ethiopian wineries.

The analyses laboratory is inadequatly equiped. There is
no thermic plant. Buildings and services need almost total restructura-
tion ulso in view of the hygienic standards that are required for

food industries.

Wherehousing capacity and equipment are not adequate.
The electric plant and distribution network does not meet the
operational and safety standard.

Water supply is insufficient. The new tank under erection
will not solve the problems unless water availability is increased
(and there are hygienic problems with well water).

Sewerage network needs to be renewed and the external
areas reorganized.

4.4.2 Conclusions

Theoretically this winery could be completely rehabilitated,
or relocated or closed. The final cecision for a suitable solution
will be taken after a correct cost analysis in the general framework of
the project outlines aiming at an overall re-organizational scheme for
the Addis Ababa wineries and the creation of a new plant.
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4.5 ASMARA WINKE AND LIQUEUR FACTORY, ASMARA
4.5.1 Present situation and coastraits

The winery produces and bottles wine (500-600,000 litres
in 1984/85) from dry raisin, vermouth, sparkling wine, soft drinks and
ligueurs. The latter activities are being transferred to another plant.

Total arca, after a recent enlargement, ‘is over
6,600 sq.m. and 1is adequate for the factory requirement. Covered
area is 1,100 sq.m.

Personnel: 23.

Total utilizable capacity of containers is about
1,330 hl, taking into account that a number of wooden barrels need
to be restored.

The equipment fo wine processing and bottling are not adequate
both from the point of view of capacity output and technologic requi-
rement. Consequently during the process certain operations are
not performed (e. g. cold stabilization) or are carried out manually
(e.g. bottling and bottle washing).

However ,part of the equipment and containers are still in good condi -
tion. The material and equipment in bad condition or out of use
are listed in the Annex 4/D.

The condition of the buildings (constructed 1974)
is considered gocod, because of a good maintenance. However a partial
internal restructuration is suggested.

Electric network is not adequate by the point of view of ope
rational and safety requirement. Water supply and sewerage are adequate.
4.5.2 Conclusions

Prcvided with additional and more efficient equipment,

this factory can be put in tbe condition to continue and increase
its production. Almost all the products are marketed in Eritrea.




5. SUPPLY OF RAW MATERIAL

5.1  GENERALITIES

For the Ethiopian wineries the main objectives are:

. increase the production in order to meet constantly the domestic po -
tential demand;

. improve the quality of the wine in order to increase exports.

As previously exposed, since the most recent year Ethiopian
wineries are not in the condition neither to face the actual consump -

tion requirement nor to improve quality, nor to export at a reasona -
ble level.

It is worth reminding that the main constraints hindering
these targets are represented:

. by the henceworth limited productive capacity of the wineries, work -
ing mostly with old and/or not sufficient equinment and/or in restric
ted sites;

. by the very poor use of fresh grape as a raw material in the proces
sing cycle, due at its turn to the low producticn from the existing E
thiopian wineyards; as a matter of fact, in order to face thre yuanti-
tative requirement of wine the use of imported dry raisin is beczo -
me (and will very likely remain for many years longer) a compulsary
way.

Consequently the above two objectives could be achieved:

. by an overall restructuration and up-dating of the wine sector in its
productive and organizational aspects;
. by a progressive and rapid development of the Ethiopian wineyards.
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5.2 RAW MATERIAL AVAILABILITY

In the Ethiopianwineries, due to low grape production, wi
ne is produced almost completely from imported dry raisin. The fresh
grape, processed mainly in the Awash Lideta Branch is only the star -
ting point of the whole processing cycle, being added to the dry rai -
sin only as a yeast. 1In order to obtain wine in the required quantity
and alcoholic degree, a high volume of sugar and water is added in the
fermentation vats, plus citric and tartaric acid, biammonical phospha-
te, sodium benzoate and other similar products. Naturally, this
kind of wine can hardly be accepted in foreign markets, especially in
those countries already receiving wines from traditional wine produ -
cers.,

Therefore the key problem for the Ethiopian wineries is re
presented by the absolute lack of fresh grape produced in the country.

In the last year (1984-85) the three Addis Ababa wineries
used:

350 tons of fresh grape coming from the Ethiopian vineyards;
510 tons of dry raisin, imported mainly from Turkey, Pakistan and
Cyprus;
1,470 ton of sugar coming from the Ethiopian Estate;
4,150 kg of tartaric acid, imported;
. 5,750 kg of citric acid, imported;
4,250 kg of sodium benzoate, imported;
. biammonical phosphate and some other imported enzymes.

Concentrated "must" is used occasionally and in modest quantities ( 5
ton in 1984/85) (Tab. 13).

Asmara Factory uses the same inputs, with the exclusion of
fresh grape. It should be underlined that, in the Addis Ababa wine -~
ries, almost all the grape has been elaborated for account of Awash
Lideta Branch for a production of wines of higher quality. Botti:s a-
re supplied by a local glass factory. Cork is imported, mainly from
Spain and Fortugal.




Tab. 13

ANASH WINE FACTORIES : INPUT/OUTPUT TABLE , 1984/1985

QUANTITY
MAIN INPUTS
URIT
AND QUTPUTS
LIDETA B. KETEMA B, MAKANISSA B. TOTAL
- Fresh qgrape Quintal 1,908 886 706 3,500
- Dry raisin " 3,726 838 504 5,068
-~ Sugar " 8,490 4,263 1,968 14,721
~ Tartaric acid " 30.5 9.5 1.5 41.5
- Citric acid " 35.3 16.0 6.2 57.5
Sodium benzoate " 23.5 10.0 9.0 42.5
- Concentrated must " 50.0 - - 50
Wine, produced from
fresh grape H1 7,021 - - 7,021
Wine, produced fronm
dry raisin " 47,062 22,958 11,900 81,420
White wine n 2,235 - - 2,235

Source : E.B.C. (Ethiopian Beverage Corporation)



5.2.1 Present situation of the Ethiopian vineyards

Cultivation of grape is carried out under the contrcl of the
Horticulture Development Corporation (H.D.C.), a division of Ministry of
Agriculture.

Most of the vineyards are located in the Shoa Province, bet -
ween 35 to about 200 km from Addis Ababa.

They supply grape to the three wineries operating in the capi
tal. Another vineyard is located in Eritrea (Elaboret), but does not sup-
ply fresh grape to the Asmara Wine Factory. At present this vineyard is
under restructuration.

The vineyards in Zeway and Nura Era are considered the most
important also because of their twice yearly harvests (January and July).

The remaing vineyards are located in Dukam, Gouder, Debra Zeit
and Abadir. The latter is at present uprooted.
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To appraise the real possibilities for future development
of the Ethiopian vineyards, IFAGRARIA team carried out a research
with the collaboration of the Horticulture Development Corporation
and the E.B.C.

At first all available statistical data and information
about present and expected grape prcduction were collected. Then
the wine machinery expert - who is also an agronomist specialized
in viticulture - visited the vineyards in the Zeway and Dukam areas.

The results of this investigation are reported in the
Annex n. 5 and can be summarized as follows:

— Areas and soil characteristics: there is a wide availability of
suitable areas with favourable climatic conditions and very good pe-
dologic characteristics of the soils.

Therefore a considerable extension of the vineyards is possible.
Of course a rational selection of only the most suitable types
of vines will be suggested, after correct soil analyses have been
made.

Priority should be given to those sites in which two harvests
per yea2r are possible, like is Zewaiand Nura Era.

- Cultivation technigues: can be improved by:

a) avoiding cultivating . in the same vineyardof different kinds
of vines, especially when not compatible as regards ripening
and harvesting times ;

b) reorganizing the vine planting forms- at present mainly in
rows or at '"alberello" - »nossibly giving the preference to
"Guyon'" method;

¢) applying a more rational and effective pruning, taking into ac-
count that the present techniques cause a serious quantitative
decrease in the grape harvest;

d) practising anticryptogamic treatment, at present almost omitted
or not carried ou: at the right time.

e) improving the system of irrigation, when applied;

f) carrying out more effectively and regulary all other complemen -
tary but important operations such as: disking, ploughing,
manuring, harrowing, etc.;

g) eliminating or minimizing the serious damages caused to the fruit
by the birds, by adopting suitable measures like ultra-sound
devices.
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Problems regarding grape transportation to the Addis Ababa wineries:

Vineyards supplying Addis Ababa wineries are, as previously said ,
located in the Shoa Province at distance varying from 35 to about
200 km. Roads are in good condition, but grape transportation is
presently meeting some problems, due fermentation and oxidation phe
nomena involving the product quality. Moreover transportation costs
are high.

Consequently, IFAGRARIA team is took 1into consideration the oppor
tunity to create small "musting" centres in the main vineyards, es-
pecially in view of their expected development.

The equipment, later on described, would be relatively simple and
would decrease considerably transportation costs.

The proposed transport system is technically well conceived in order to
ensure the maximum biologically safe conditions. The tanks are pro
vided with special safety valves with the purpose to avoid, during
transportation, explosions in presence of carbon dioxide caused by
the continuous motions and by the possible start of fermentation.In or-
der to hasten the unloading of the must at the winery the tanks are
also provided with hatchways of suitable size.

5.2.2 Present and expected grape production

from
3,500

According to data provided by H.D.C., in 1985 grape production
the Ethiopian vineyards was around 3,800 quintals, out of which
processed in the Addis Ababa wineries.

As regards future output, the 10 year Indicative Plan

has the following targets:

YEAR HECTARES PRODUCTION (q)
1984/85 (") 296 2,610
1985/86 351 6,510
1986/87 474 8,160
1987/88 594 11,850
1988/89 634 15,450
1989/90 784 17,650
1990/91 954 21,150
1991/92 1,004 26,250
1992/93 1,054 27,750
1993/94 1,155 29,250

Acnording to this programmeaverage yields would increase

from about 9 quantals of grape per hectare to cver 26 g /ha.

(*) Corresponding to the year 1977 of the Ethiopian Calendar.
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However, most recent research of the Horticultural Develop-
ment Corporation (10-year Plan was studied in 1984), supported by
positive results from experimental cultivations, show that the planned
targets can be increased due to considerable improvements in the
cultural techniques, with favourable results on the average yields
per hectare, and to a steady extension of the cultivated areas,
especially in Zwai and Nura Era, where two harvests per year are

obtained.
The previsions in the short term are the following (“}:
19586 1987 1988
Hectares 335 435 485
. in full production 100 120 235
. in growing production (young) 54 115 100
. newly planted or with
no production 181 200 150
Hectares with two harvests
(173) (223) (e, .
Total production in quintals 8,550 10,590 17,17¢
. average yields, excluding
newly planted areas (g/ha) 55.5 45.1 5

The full production of 485 ha foreseen for 1988 will
be obtained in 1991. Therefore, even with the assumption that no further
area will be planted, the total output would reach a level of about
23,800 quintals in 1989, 27,800 quintals in 1990 and almost 36,000
quintals in 1991.

In the latter year the average yield, taking into account
that 60% of total cultivated area will produce twice per year, would
be about 74 g/ha.

(") With the exclusion of Elaboret Vineyard (Eritrea) , and taking into account that

Abadir vineyard is uprooted.
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The grape output projection in the short (1990), medium (1995)
and long term (2000), have been made by the IFAGRARIA team on the basis
of the following criteria:

a) 1improvement of the above production levels starting at least from
1987-88, also in relation to the successive point d);

b) possibility to exploit a total area of 1,300-1,500 ha, also as an
extrapolation of the targets foreseen by the 10-year plan (1983-84
1,155 ha);

c¢) priority for an expansion of vineyards (Zewai, Nura Era and eventual-
ly new ones) giving two harvests yearly;

d) full respect of all cultural techniques recommended by IFAGRARIA ex -
perts, having recourse - if necessary - to a reinforcement of the
existing experts and the qualified labour.

The results are hereafter presented according to a first hy -
pothesis based on the maximum possible development of grape production
(high assumption) and a relatively more conservative hypothesis to be
retained as an average assumption (see Tab, n. 12)

YEAR AVERAGE-HIGH ASSUMPTION LOW-AVERAGE ASSUMPTION
(quintals) (quintals)
1990 35,800 32,500
1995 71,550 60,000
2000 90, 000 75,000
In the above mentioned Tab. n. 12 additional data on the

correspondent theoretical wine production from fresh grape and the expec-
ted exports have been included also wi“h the purpose to complete projec -
tions of wine total demand (see chapter 3: Market Study).
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5.3 THE USE OF OTHER RAW AND AUXILIARY MATERIALS

Ethiopian wineries use, at present, dry raisin as the most
important raw material for wine production, since the low grape dome -
stic availability (less than 4,000 q. in 1985) and the high purchase pri
ce (between 1,30 and 1,45 B/kg) do not allow an economic anc competiti-
ve production of high auality vintage wine (1).

Other inputs for wine industry are: sugar and chemicals.

5.3.1 Dry raisin and its alternatives

Dry raisin is mainly imoorted from Turkey, at average prices of 2.55 -
2.75 B/kg at the factories (2)

According to data collected by IFAGRARIA team at the Ethio-
pian wineries (and information given by E.B.C.), dry raisin is used in
the proportion of around 6 kg per hl. of wine.

The use of dry raisin - instead of fresh grape - presents
two negative aspects: the first for the national economy, viz aa expen
diture of foreign currency, the second for the wine kind and quality |,
hardly accepted abroad.

The relatively positive aspect is represented by a lower
production cost, viz an economic viability for the factories of using

this kind of raw material. Higher advantages, at least for the wine -
ries, could be achieved, should import custom duties he reduced ( with
a correspondent decrease of the national revenues).

The Consultant is, of course, quite contrary to suggest to
produce, in the country,even if possible, a kind of grape suitable to
be dried.

{1} 1Italian wineries purchase grape for wine production at prices varying from 350 t-
550 lire/kg (0.40 - 0.65 B/kg), according quality and rzgion.
(2)  Custom duties are around 45 - 50% of C.I.F, price.




Since it was proved that ti. future wine demand will not in
any case be satisfied using only fresh grape coming from the national
wineyards (even in the more optimistic assumption on their development),
the Consultant has considered the possibility for the Ethiopian wineries
to use concentrated must, to be at any rate imported.

This supply can be used, at the imit,even in total substi-
tution of dry raisin; or as a third kind of raw material, together with
fresh and dried raisin.

Undoubtedly wine from concentrated must - in association or
not with fresh grape - would be in any case c-onsidered, and would have
the characteristics, of good quality wine from fresh grape.

However, the importation of concentrated must is practical -
ly an importation of wine, since the "finai" commercial product is sim-
ply obtained only by adding water in order to reach a normal alcoho -
lic degree. In fact, concentratedmust is usually imported by many con-
sumer countries in order to save transport costs, of course higher Zor
wine.

Morever, the import in Ethiopia of concentrated must, would
meet serious constraints for its transportation from Assab to the wine-
ries, due to the absolute unavailability of special tanks (1).

In conclusion this solution must be rejected and eventual-
ly be reccnsidered in the future, in better infrastructu -
ral condition, and only as an integration of fresh grape, mainly for wi
ne export, and of dry raisin, for an improvement of wine quality to be
sold on the domestic market.

(1) 1t is worth remarking that it is normally required from 25 to 35 litre of must per
hl, according to the planned alcohol content, and that every transport delay (from
Assoab) would cause heavily negative effects both in the costs and in the proper
must preservation. In Italy the average market price of the concentrated must 1is
4,200 Lire per degree Baumé, the lower price in Europe. The production cost of
1 litre wine (inbulk) from must at 33°is around 480 Lire (0,56 Birr, in comparai

son with an average cost of around 1 B/1, using dry raisin, sugar and chemicals).
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5.3.2 Other inputs

Ethiopian wineries use a high quantity of sugar (about 16

kg per hl of wine), coming from the Ethiopian Sugar Estates (Wonji) .
Purchase price is around 1 B/kg.

Several chemical products are used in the wine processing:

. ettrie acid, in the proportion of 60 - 70 gr. per hl of wine, at the
unit purchase price of 5.30 B/kg at the factory;

. tartarte acid in the proportion of 45 — 50 gr per hl of wine, at the
unit purchase price of 4.75 B/kg at the factory;

. other products: sodium benzoate, bentonite, sulphur dioxide, etc.

All chemicals are imported from various countries and are

charged with a custom duty equal to 30% of C.I.F. price.

5.4

1)

2)

SOME CONCLUSIONS )

Exnected and possible grape production: targets between 75,000 and
90,000 quintals can be reasonably achieved in <che long term ( year
2000), should all the recommended cultivation techniques be followed
with the constant support of H.D.C. and the involved Authorities .
Theoretically higher grape outputs could be reached, since climate
and soil characteristics are favourable.Also suitable additional a-
reas could be exploited. However, in view of the prioritary neces-
sity to increase the country food crops supply, there will be una -
voidable and serious problems on the more convenient alternative.

Deltvery of grape to the wineries: the Consultant suggests a  full
co=-ordination between H.D.C. and E.E.C. with the purpose to meet
the following advantages:

. common studies and research for the improvement of the cultu -
ral techniques and on kind, quality and location of vines in di-
rect connection with the industrial process requirements;
co-ordination in the cvcle production (in quantity and kind) -
transportation - delivery, under the care of the E.B.C.;




3)

. and, as a consequence, a reduction of the prices paid by E.B.C.
tc H.D.C. for grape supply: these prices would correspond rou -
ghly to the production costs of the grape, eventually only in -
creased in order to allow the H.D.C. to use a certain margin
to be destined to the research. At present, the E.B.C. com -
plains for the to high purchase price of grape and considers mo
re convenient the use of dry raisin in wine making (1).

This vertical integration is commonly followed by many food and non
ar, processed fruits and vege tables, co -
coa products, cotton, etc. were production and processing are of-
ten under the same public or private property or co-opcrative.
From the economic point of view there areno disadvantages.

Use of concentrated must, also in partial substitution of dry rai-
sin: is not, for the moment, advisable, due to the lack of the
special structure required for its transportation.

(1)

It is observing that in 1984/85 not all the grape output was utilized by the wine-
ries (350 t out of 400-450 t).




6. bLAN OF THE PROPOSED INTERVENTIONS AND STRATEGIES OUTLINE

6.1 GENERAL

It was previously said (Chapter 2) that the Ethiopian wine -
ries are no longer in the condition neither to face the growing domestic
consumption, nor to develop exports to a reasonable level. The poten -
tial domestic demand is increasing due to the double effect of population
rate of growth and of per capita consumpticn, at present very low (a litt
le more than 20 centilitres per year, viz a common glass of wine), espe -
cially in comparaison of that observed in many other Africa. -ountries
wine producing or not producing (see Chapter 3).

Exports cannot be successful since the quality of the Ethio -
vian wine - made mainly from dry raisin - does not meet the requirements
of the foreign consumers or the International regulations on wine process
ing and trade (see Chapter 3 and 5).

In order to develop, quantitatively and qualitatively, wine
production accordingly to the parallel development of the potential do -
mestic demand in the short, medium and long term (see point 3.4 ) and
to the real perspectives of the exports, two main targets have to be a -
chieved:

an overall restructuration and reorganizaticn of the existing wine pro
cessing sector:

a parallel program aiming at a strong and rapid development of the E -
thiopian vineyards.

In this chapter, technical, operational and organizational ac
tions are proposed for the achievement of these objectives.

6.2 OUTLINES OF THE PROPOSED INTERVENTIONS

The general plan outlines can be summarized as follows:




1)

2)

3)

Partial restructuration of Awash Lideta Winery with the purpose to
specialize it only as a subsidiary wine bottling unit, when the new
plant becomes operational. Meanwhile the factory will continue pro-
ducing and boctling wine.

Temporary rehabilitation of Awash Makanissa Winery, which will conti-
nue producing wine until the productive capacity of the new plant rea
ches a certain level {(about 2-3 years after starting of project im -
plementation works). Meanwhile Makanissa factory will utilize tempora
rely almost %iie newly supplied equipment, afterwards destinated to
the new plant, with the possibility to produce,even operating in 3
shifts, the quantity of wine necessary, together with that produced
temporarely by Lideta, Addis Ketema and Asmara wineries, to meet the
wine demand in this first stage (%) .

No intervention on Addis Ketema Winery, which will cease production .
The complete rehabilitation or relocation of this factery has proved
to be not feasible from the economic standpoint, especially in view of
the establishment of the new plant.

(")

It was assumed that year 1986 will be devoted to mcbilize the financing sources and
to carry out the executive project, whereas years 1987 znd 1988 will be engaged to the
projest implementation works (see later the project time schedule).




4) Partial rehabilitation and integration of Asmara Wine Factory, which
will continue its activity, also increasing production in order to fa

ce the regional demand. It is foreseen that some eguipment no longer
utilized by the Addis Ababa wineries will be transferred to Asmara
plant.

5) Establishment of a new modern winery in a suitable area to be selec -
ted by E.B.C. in Addis Ababa or its surroundings.Considering that at
the time of the IFAGRARIA's mission, E.B.C. could not state the exact
localization, the area to be selected must meet, in any case, the re-
quirements later on specificated (6.6.1. and 6.6.3.1).

Taking into account the general structural plan outlined abo-
ve, two territorial wine producing and marketing systems will be operatio
nal in Ethiopia. The first is represented by the Addis Ababa wineries
3 in a first stage (Lideta, Makanissa, Ketema) and 2 afterwards (Lideta
and the new plant), which will command.- on the basis of common and inter
connected actions - the market (including exports) and consumption requi-
rement of the national territory, save the Eritrea Region.

The second is represented by the Asmara Winery, which, duly
restructured, will produce mainly, for the moment, for the Eritrean mar -
ket.

However the economic analysis will be carried out in a "conso
lidated" form, for the whole prnject, taking into account the planned
strict operational interdependence between the restructured urits (Awash
Lideta and Asmara Wine factories) and the new plant. It includes:

- complementary bottling activities between Lideta Winery and the new
plant;

~ temporary supply of new equipment to Makanissa Winery and its subsequent
transfer to the new plant;

- other exchanges of equipment between Lideta, Makanissa and Asmara fac-
tories;

- common sales of bottled wine carried out by Lideta Winery and the new
plant;

- common sales and marketing policies, etc.
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The use of the a growing volume of dry raisin  throughout
the lifetime of the project will be unavoidable should the expected glo
bal demand of wine be wholly satisfied.

As previously observed the 10-year Indicative Plan has fo-
reseen an output of 29,250 quintals of grape in 1993/94, exploiting
1,155 ha (about 26 g/ha). In the light of most recent research and pro
grammes the H.D.C. is of the opinion that this target will be conside-
rably increased especially in longer term, taking account of the reco-
mmendations of Ifagraria Experts as far as the improvement of cultural
techniques is concerned.

The targets of 75,000 and 90,000 quintals of grape (accor-
ding to the two assumptions) within the year 2000 must be conside -
red reasonably realistic.

In spite of that, the share of wine from fresh grape (=glo
bal demand) will be only 17% in the period 1995-2000.

A total demand of 263,000 hl. of wine in the year 2000
(1st hypothesis), would involve an availability of about 480,000 quin-
tals of fresh grape, to be produced in about 6,000 - 7,000 ha, with an
optimistic but possible average yield of 74 g/ha (now 8-10 q.; in 1993/
94, according to the Plan, 26 g.).

A demand of 290,000 hl (2nd hypothesis), would involve a-
bout 530,000 gq. of grape on about 7,000 - 7,500 ha.

At the time of Ifagraria mission, the H.D.C., with the
assistance of Ethiopian and foreign experts, was already studying a
plan of action for a further development of the vineyards.

Therefore, in the long run, these targets could be theore-
tically achieved. Of course, as observed both by H.D.C. and E.B.C.
staff, there will rise also socio-economic alternatives to exploit a -
vailable new areas also for other prioritary food crops.
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In this framework a separate feasibility study for each plant
would involve certain methodological deep analyses which, according to
the IFAGRARIA economist, would not reach a real practical result, taking
also into due account that the whole Ethiopian Wine sector is managed by
an unique institution, the E.B.C.

Morever the potential demand of wine was estimated for the who
le national territory.

The proposed actions regarding each of the existing wineries
and the new plant are presented in the following sections.

All required equipment are listed, in full details, by plant,
in Annex 6 . The equipment, with their characteristics, are pre -
sented by processing stage or plant section. The relativeprices are also
grouped by stage or section: they are expressed in Italian Lire, CIF- Ass
ab,and in the correspondent cost in Ethiopian Birr, through US Dollar
(1 $ = 2.07 Birr and 1,762 Italian Lire, average IV Quater 1985) and in -
clude assembling and start-up costs for certain equipment. The " final "
cost of all equipment - at plants area — will be calculated in the Chap-
ter 7 (Financial and Economic Aspects).

For each plant - including the new winery - a complete list
of proposed equipment has not been reported in the main text, in order to
avoid repetition, since the full description of the single items can be
referred in the above mentioned Annex. Only a brief description of the
interventions by processing sector will be carried out, together with the
eventual mention of the main equipment.

Interventions on areas, buildings and other proposed civil
works will be duly exposed.

At last, a planimetry of each restructured factory is anne -
xed, so it will be possible to check the interventions, comparing these
planimetries with those representing the present situation of the exist -
ting wineries (see Chapter 4).
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6.3 REHABILITATION AND RESTRUCTURATION OF AWASH LIDETA WINERY

ta

a)

In view of the establishment of a new modern winery, Lide -
factory, will be become a subsidiary bottling centre:

for best quality wines, produced in the new plant starting from 1982,
to be mainly and with priority, destinated to the foreign market and
also for domestic consumption (high income classes, hotels, restau -
rants); therefore this kind of wine will be only made with fresh gra-
pe;

for common wines, mainly made from dry raisin, to be sold on the do ~
mestic market.

6.3.1 The proposed actions

6.3.1.1 Interventions on processing cycle.

Taking into account that, in the long term,the joint bottling

activity of Lideta factory and New plant will reach high levels (to face
a total wine production from 23 to 26 million litres) the main interven -

tions on Lideta Winery will regard especially the wine stocking and refri
geration sector and the bottling activity and capacity.

a)

b)

The proposed interventions are summarized below:

Up-dating and later enlarging (higher capacity and power) of the re -
frigeration and stocking equipment. Among other equipment a new re -
frigerator, 12 isothermic steel vats (each with a capacity of 250 hl)
for wine stabilization and a microfiltration plant (to be used when
pasteurization is not applied) will be supplied.

Reinforcement of the bottling sector, in view of a growing activity .
One can quote the supply of a new thermic power station, 4 steel vats
of 250 hl, for the transfer of wine to the filling machines, a little
plant for azote automatic injection, filling machines and other auxi-
liary equipment for bottling.

Integration of the ancillary equipment, such as water supply and trea
tment system, for workshop and analysis laboratory, for the electric




d)

e)
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system and network; conveyers, transpallets, forklifts, hand carria -
ges, piping, etc.

Integrations not included in the annexed list, viz: vehicles (1 truck),
other non-technologic equipment and furniture for offices, warehouses
production areas, services, etc.; and a strategic stock of spare parts
for equipment and vehicles in order to face the requirement during at
least two years of normal operation.

Repair and extra-maintenance w.rks on existing equipment, taking into
account their present conditions, described in detail in the Annex 4.
Repair of cement vats are included in the interventions on civil works.

6.3.1.2 Interventions on civil works

In order to face the growing activity of the winery, the follo

wing interventions are proposed:

elimination, if possible, of the passage right to reach the Finland Am
bassade and the Macaroni factory (*);

elimination of the precarious buildings in the eastern area, on which
a new warehouse for empty containers will be erected, releasing a part
of the semi-underground floor through an enlargement of the processing
area;

(")

The meazsures to be adopted have been already studied by IFAGRARIA Team (Civil Engi -

neer).




- modification of the project regarding the new warehouse, lowering the
floor to road level, in order to use forklifts, by building a sloping
ramp for the loading level and enlarging the storage area;

- interventions on the main building; in particular: the paving of the
processing area, all coatings in gres or maiolica, the fixtures, varni
shing and internal coating of the cement enologic vats to be resto -
red or renewed;

- demolition of the old raw material warehouse and the nearly two little
sheds, which can be rebuilt to new standards;

- covering with a metal shed of the empty bottles reception and stockage
area, also with the purpose to get free the semi-underground room for
an enlargement of the production area;

- connection with a metal shed between the present loading area and the
finished product warehouse, under construction;

- restoring or renewal of the whole electric distribution network, to
modern operational and safety standards, with particular care for the
ground lines, the general and secondary switchboards ;

~ revision of the sewerage network;

-~ general settlement of the external areas, to be asphalted, taking into
account the slopes for rain water drainage.

The plan of the proposed new layout is shown in Annex 7.

6.4 TEMPORARELY REHABILITATION OF AWASH MAKANISSA WINERY

According the wine production program, linked to the forecast
development of the demand, Makanissa Winery will be put in condition  to
produce more than 6 million litres wine in 1987 and about 12 million 1li -
tres in 1988. 1In the following year the New Plantwill start production
(12 - 14 million litres) and the new equipment temporarely supplied to the
factory to face high production levels will be transferred to the new
plant in due course.

6.4.1 The proposed actions
6.4.1.1 Interventions in the processing cycle

The factory can reach the above production level only by uti-
lizing almost all newly supplied equipment, with a certain contribution of
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the existing equipment, duly repaired and restored (*), since the remai -
ning equipment are out of order or obsolete.

a)

b)

e)

These are the proposed actions.

Reconstitution of the wine-making lines (in white, in red and for dry
raisin). Among other equipment, one can quote: equipment (and acces—
sories) for grape pressing and disteming, including a continuous pres
sing machine for pomace exhausting, an inclined separator, a series
of press - separator - eztractors, a new power plant, various types
of pumps and piping .

Integration of the must movement sector, with a new series of pumps of
various typesand capacities newfixed and mobile piping , a sugar mel-
ting plant, etc.;

Reconstitution of the second fermentation sector, which includes a se
ries of stainless steel vats, with capacities from 25 to 300 hl, a re
frigerator for must, etc.;

Reconstitution of the filtration sector, through the supplying of a
series of filters of various types and capacities, an automatic mixer
for chemical products, etc.;

Integration and up-dating of aneillary units and equipment, such as
the workshop and the analysis laboratory, the water supply system,the
electric network, etc.;

(*)

See following letter (g).




f) Supplies not listed in the Annex, such as a strategic stock of spare
parts for equipment and strictly necessary integration of furniture
and other non-technclogic equipment;

g) Repair and extra-maintenance works on existing equipment in relation
to Annex 4.

Not all the newly supplied equipment will be transferred to
the new plant: some will remain at the factory due to practical problems
for disassembling and transfer or because of their nature for example;the
weigh-bridge, some fixed piping, the integration of water supply system ,
of workshop and laboratory.

6.4.1.2 Interventions on civil works

In view of closing this factory, the propo -
sed interventions are limited to those strictly necessary for
less than twc years operation. They are the following:

- various interventions on the old main building;

- settlement of the external areas;

- revision and integration of the electrical network of the external wa
ter supply and sewerage system.

The plan of the proposed new layout is shown in Annex 8.

6.5 PARTIAL REHABILITATION AND TNTEGRATION OF THE ALMARA WINE FACTORY

The proposed actions will put the winery in condition to im -
prove and increase wine production for the regional market. Since a res-
tructuration of the existing vineyard (Elaboret) is not, for the moment ,
foreseen, almost all the equipment suggested are connected with the pro -
duction of wine only from dry raii’n. However the specific equipment for
fresh grape reception and processing have been already selected and eva -
luated in the case of a future availability of grape.
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6.5.1 The proposed actions

6.5.1.1 Interventions on the processing cycle

The interventions hereafter briefly exposed aim also at a con

version of many processing technologies till now carried out by hand.

The interventions and equipment updating will also solve the problem of a

future increase for wine output.

a)

b)

c)

d)

e)

f)

g)

The action will concern the following processing sectors:

Reconstitution of the wine-making line, through the supply of more ra-
tional equipment, such as an inclined separator, a continuous pres-
sing machine for the pomace exhausting, some press — separator - ex -
tractors in stainless steel and other necessary ancillary equip-
ment.

Integration of the must movement and filtration sector, with the sup-
ply effective and modern pumps, a sugar melting plant, a
refrigerator for must, a small power plant for azote injection, etc.

Integration of the filtration secior,with a series of modern filters of
various kinds and capacities.

Integration or practical reconstitution of the secondary fermentation
sector, with new lines of steel vats (capacity from 25 to 300 hl).

Creation of the refrigeration sector, with a  refrigera -
tion unit, a line of isothermic steel vats for wine stabilization, a
microfiltration plant and other auxiliary equipment (piping ,con -
veyers, etc.).

Establishment of a new bottling line, mainly formed by a thermic power
station, a macerating-washing machine, steel vats for wine transfer to
the filling machine, a pasteurization plant, all the equipment for fil-
ling, corking, labelling and packaging,and other ancillary equipment,
inclusive a steam, water and acompressed air plant.

Other interventions and integrations in the services sector, in water
supply and treatment, workshop and laboratory equipment, electric net
work; supplying of transpallets, forklifts and hydraulic carriages ,
office equipment, etc.




h)

i)
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Supplies not listed in t..e Annex, such as a truck, spare parts for e-
quipment and vehicles and other non-technologic equipment and furnitu
re for offices, warehouses, etc.

Repair and extra-maintenance works on existing equipment, in relation
to Annex 4.

6.5.1.2 Interventions on civil works

Some of these interventions are suggested by the prevision of

a growing wine production and bottling in line with the forecast regiocnal
consumption development.

The proposed actions are:

a general settlement of the external area;

the restoring and some integration of the existing building, inclu -
aing repairs to roofing;

the restoring of a part of cement fermentation vats.

The plan of the proposed new layout is shown in Annex 9.

6.6 THE NEW WINERY

6.6.1 Erection stages

A)

The new plant will be realized through the following stages:

Aequisition of an area of 50-60,000 sq.m. within Addis Ababa or its
environment on level ground, provided with the necessary infrastructu
re (access roads, power and water supply, sewerage, labour housing and
social facilities).

Erection of the factory based on a modular system, for an initial pro
duction capacity of about 150,000 hl with a stock holding capacity of
65,000 - 70,000 hl of wine.

At this stage the vats and reservoirs and other equipment temporarely
supplied to Makanissa Winery will be transferred to this plant and Ma
kanissa will cease activities.
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C) Installation of a modern bottling line, with a capacity of 8,000 1i —
tres/hour suitably equiped to facilitate the filling of alternati -
ve containers such as 2-litres bottles and kegs for draught wine con-
sumption (1).This unit must start its activity before the Lottling line
of Lideta Winery reaches saturation point.

D) Creation at the main vineyard of a first Centre for the preparatiion of
must (capacity: 12,000 q. of grape), in order to transfer must, in -

stead of grape, to the wineries. The cost is relatively low and wnuld
show a saving.

E) Successive enlargements of the plant (further modules), constantly re
lated to the wine production program from fresh grape and dry raisin,
which in turn is linked to the expected development of the domestic»poteg
tial demand and possible exports, and therefore to the grape produc -
tion. The enlargement regards:

a) the grape reception section: area and equipment will be in condi-
tion to receive up to 40,000 quintals of fresh grape. According
previsions (see Table 12 ), this limit could be reached starting
from 1990-1991. 1In the following years additional centres for the
preparation of must (same unit capacity) will be created at the
vineyards. As an alternative, this section could be put in condi
tion, with additional equipment, to receive higher quantities of
fresh grape:

b) the wine-making section: the equipment originally installed for
the dry raisin processing, could produce over 250,000 hl, by shor
tening - if necessary - the fermentation cycle;

c) the container section: the foreseen capacity of the first modu -
le is 65-70,000 hl. 1In order to face further requirements (star-
ting from 1990-1991, according previsions), additional external
vats, each one with a capacity of 2,500 hl, have been planned. So
the second module (10 vats for a total additional capacity of
25,000 hl) could be realized in 1991, the third in 1994 and the
fourth in 1998.

In conclusion, the future enlargements of the winery will be
represented by additional vats in the plant area and by additional "mus -
ting" centres in the vineyards area or a strengthening of the grape re -
ception sector, all this without ary modification or enlargement of buil-
dings or areas,

—————

(1) At present these kinds of containers are not common on the Ethiopian market. However
their future introduction would nnt meet any difficulty since their production could
be carried out in the existing factories (glass, plastic).




6.6.2 Technological cycle and related equipment
6.6.2.1 Technological cycle

The technological scheme hereafter presented is based on the
processing both of fresh grape and dry raisin. It was taken into account
an increasing availability of fresh grape produced in the national vine -
yards, duly improved and developed up to a possible, raisonable level bet
ween 75,000 and 90,000 guintals within the year 2000 (see Table 12 ).

In spite of this relevant increase of grape output, the demand of wine
will continue being faced also - and in major share - by the use of dry
raisin.

Indeed, according the projections shown in Table 12 , the
share of wine from fresh grape on the total wine demand will only reach
15 to 17% in the long term.

However it is worth adding that the above expected availabili
ty of grape would be sufficient to produce pure wine prioritarily desti -
ned to exports.

The technological cycle refers to a separate production of wi
ne only using fresh grape and wine only using dry raisin, avoiding the
technological process at present followed by the existing wineries.

The various phases of the cycle are schematically detailed be
low: they can be easily followed in the flow chart shown in the subse -
quent page (Fig. 5).

All machines, equipment and material mentioned during the des
cription of the phases are listed in the Annex n. 6.

1. Reception of the fresh grape

- weighing of the grape coming from the vineyards on trucks or vans,
on a weigh-bridge installation;

- automatic extraction of samples with a jointed arm grab .and their
transfer to a refractometric station for the sugar content evalua-
tion;

- +transfer of the grape to the pressing - disteming lines by means
of screw conveyers.
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Wine-making: first stage (common process)

pressing and disteming of the grape;

expulsion of the stalks to the external area by means of a vacuum
suction device, equiped with P.V.C. piping;
transfer of the crushed grape to the vinification lines.

Starting from this stage the crushed grape will be processed accor -
ding two ways: wine-making in white and wine-making in red.

2a)

2b)

Wine-making in white or fermentation without pomace

transfer by pumping of the crushed grape to the static press-se-—
parator-extractor and extraction of a first share (about (35%)
of first quality must;

extraction from the residual pomace, by means of a endless -
screw separator of a second share (about 35%) of must |,
called prime pressing must (also considered first quality);
transfer, by pumping and through a piping system, of these two
shares of must to prime fermentation vats;

pressing of the residual pomace, coming from the continuous
pressing machine, and extraction of a third share of must y
part of which will ferment spontaneously in order to produ -
ce,after special treatmer s, a second quality wine, and part
to be forwarded to the distillery;

transfer by pouring off of the wine to *the stocking reservoirs;
transfer of the exhausted pomace to the external area by means
of a screw conveyer.

Wine- making in red or fermentation with pomace

transfer by pumping of the crushed grape to the auto-vinifica
tors for a partial fermentation (24-36 hours);

extraction,by pumping, of the must or '"flower" must, where
skins have been already removed;

transfer of the must, through a plate filter, to the seconda-
ry fermentation vats;

extraction of the pomace from the vinificators by means of a
screw conveyer and its transfer, with an other conveyer, to a
separator;

extraction of a first pressing must-wine from the press-sepa-
rator and its transfer, by pumping, to the secondary fermen-
tation vats;




— transfer of the pomace from the separator to a continuocus
pressing machine and extraction of a second share of must-wi-
ne (not suitable for table wine) for distillery use;

_ transfer of the exhausted pomace to the external area.

Wine-making from dry raisin

- reception and storing of the dry raisin;

- weighing of the raisin, according to the kind of wine to be produ-
ced (the transfer from the store is carried out with a screw conveyer);

- hot pre-washing, to remove all impurities (mould, dust, etc.);

- transfer of washed raisin to the vinificators;

- the adding to vinificators, by pumping, tepid water, su-
gar, tartaric and citric acid (these last three products were pre-
viously melted in proper rixer devices).

The successive pressing stages are almost similar to those concerning
the red wine-making . Some specific additional equipment and a mo-
re careful assistance is required.

Fermentation time can be varied from 20-25 days ("slow" fermentation,
at 18-20 degrees) to only 3-4 days ("tumultuous" fermentation, at hi-
gher temperature). In the first case better grality wine is produ -
ced,

Quaiity break-down of the muct-wine is also similar to the red wine
making processing, but can slightly differ according to kind and/or
rigin of the dry raisin.

10

FPinal operations (common)

- decanting and filtration, with diatomaceus (or pit flour), in or
der to remove dregs, residuals and other impurities;

- corrections with various treatments;

- blending with other wines ("cutting”) (")

Blending can be applied, with careful tecnnologies, to the must, viz in a previous
stage.
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stabilization by refrigeration in isobaric stainless steel vats ,
fully insulated, commanded by a control which causes a sudden fall
of the wine temperature, having two effects: physic-tartaric stabi
lization and artificial ageing (8 days equal to about 2 years of
natural ageing);

pasteurization (80°) with the effect to remove the active ferments;
bottling (isobaric thermo-sterile) during pasteurization (*) ;
packaging for sales.

5. Special and supplementary operations during the various stages

injection of sulphurous anhydride into the must, in the way from
pressing lines and fermentation vats, by means of an automatic dis
tribution station, with the purpose to solve certain technologic ,
hygienic, bacteriological and organolectical problems;

filtration of must before fermentation (prime and secondary), throu
gh a giant plate filter equiped with "lung" for additives;
filtration of residual d-egs, with the said filter, in order to ob
tain table wine and wine for distillery use;

injection of nitrogen (azote) into the vats and reservoirs not en-
tirely filled with wine;

additionning of certain chemical products (bentonites, bicarbona-
te, ascorbic acid, gelatine, tannin, etc. according to the kind or
colour of wine to be produced) to the must-wine during and/or af -
ter fermentation, by means of a special mixer (which can be used
also for blending);

control of wine and must temperature by means of a refrigerator at
direct passage air/glicole.

(*) This system is preferred to the cold bottling with micro-filtration.




6.6.2.2 The equipment required

A complete detailed list of the proposed equipment is repor-

ted in the mentioned Annex 6.

low:

a)

b)

c)

d)

e)

f)

h)

A brief description, by processing stage or sector, will fol-

Fresh grape reception: the sector is formed by a weigh-bridge e -
quipment, an automatic device for grape sample extraction and a re -
fractometric station for sugar content evaluation;

Wine-making lines, in white and red, comprising of pressing -
disteming units, overturning platform, automatic stalk expeller, pumps
of various types and capacity and related piping sets, conveyers, equip
ment for the automatic dosage and distribution of sulphuric anhydri -
de, etc.;

Wine-making lines, in white, with an inclined separator , a conti -
nuous pressing machine for pomace exhausting, pumps and auxilia
ry equipment;

Wine-making lines, in red, for fresh grape and dry raisin, formed by

a series of press-separator - extractors in stainless steel (unit
capacity 500 hl) duly equiped, an inclined separator, a continuous
pressing machine for pomace exhausting and ancillary equipment

(conveyers, elevators, filters, etc.);

Must movement, comprising of pumps of various types and capaci -
ty and related fixed and mobile pipings;

Secondary fermentation, constituted by a line of stainless steel vats,
unit capacity from 25 to 2,500 hl, equiped with steel ladder, gang -
ways; sugar melting plants, a refrigerator for must, a little central
unit for azote injection, etc.;

Must and wines filtration, basically formed by filters of variouskiand
and capacity and a mixer device for chemical products;

Wine refrigeration, with a refrigerator unit (120,000 Fr/hoir), coo -
ling water tower,a series of isothermic steel vats for wine stabiliza
tion, a microfiltration plant, an automatic decalcinator/water-softe-
ner unit and other auxiliary equipment (pipings, electric switch -
boards, etc.);




i)

Jj)

Bottling lire, compound of a thermic power plant with 2 boilers
(1,200,000 Kg/Cal each), macerating-washing machine, pasteurizator |,
steel vats for wine stocking, filling machine, corking machines of
various kind, labelling machine, automatic cardboarding machine and

other auxiliary equipment, included a steam-water-compressed air

plant;

Various ancillary equipment, among which: transpallets, forklifts ,
hydraulic carriages, air compressors, conveyers, equipment for smoke
and chemical gas expelling, equipment for analysis laboratory and work
shop, water supply and treatment system, electric equipment and net -
work, office equipment (incl. air conditioners, etc.);

Supplies not listed in the Annex, viz:

- 2 trucks (1 with trailer);

- 2-3 cars;

- strategic stock of spare parts for equipment and vehicles;

- furniture and non-technologic equipment for all sections of the
plant (offices, warehouses,guard house, workshop, laboratory
social services and processing areas).

The equipment here briefly reported includesthose temporarely sup -
plied to Makanissa Winery.

6.6.3 Buildings and civil works

The works for the establishment of the new winery will be, of

course, carried out following the erection stages detailedin the previous
point 6.6.1.

Thedesigns and planimetries, with relative lay-out of the wi-

nery,are in the Annex n. 10, plans 1 to 6.

6.6.3.1 The area

As previously said the new winery will be erected in an area

of 50-60,000 sq., taking into account of the further foreseen enlarge -




ments, required especially for additional steel reservoirs.

The area must be provided with:

- access roads, connected with the national network, especially for an
easy and rapid communication with the main trade and industriai cen -
tres of Addis Ababa, which supply a large share of inputs and raw ma -
terial, also originally imported, and with the national vineyards;

- an adequate availability of water in view of the high consumption re -
guired by the processing cycles; the agueduct must be in condition to
have a constant fiow of potable water not lower than 2 litres/second .
Water for "external" uses (washing, refrigerators cooling, steam pro -
duction, etc.), generally drawn from wells, is required for a flow of
at least 5 1/s (°);

- electric power, supplied by ZELPA, with the possibility to transform the
tension of 380/220 V; the supply must be in condition to face a power
demand of about 700 KVA;

- facilities for the personnel (transport, housing, home supplies, so-
cial services), especially if the area to be selected rather far from
the Addis Ababa urban settlements and their services.

The location (Addis Ababa zone) has, therefore been selected ac
cording to the market-oriented principle. The alternative soluticn to loca
te the new winery in the vineyards area (according to the raw material-o -
riented principle), as generally folloxed in the main European countries
(France, Italy, etc.), will not be suitable, because the most
important raw material is and will be, at least during the lifetime of the
project, the dry raisin and not the fresh grape.

(*) Since the exact location has not yet chosen some marginal technical and economic pro-
blems will be solved later on. It is the case of possible treatments before and af -
ter utilization or whether waste water must be or not drained into the Municipal Se -
werage network.




A location near the vineyards, (apart the absolute lack of
the most essential commercial and technical infrastructure and facili-
ties) would involve the transport from Addis Ababa of about all the in
puts: dry raisin, sugar, auxiliary products (chemicals, etc.), bottles
and other packaging material (corks, crowns, cardboard and plastic bo-
xes), etc.

Moreover, most of the final product - the wine (inclu -
ded that for export) would have to be transported to Addis Aba-
ba, with additional problems as far as transportation and its high cost.

Other problems are represented by the personnel, taking in
to account that the new plant will use practically the existing
E.B.C 's personnel, at present living in Addis Ababa.

The following civil works are foreseen:

- general preparationof the ground (digging, levelling) for a depthof 50
cm for an area of 40,000 sg.m.;

- fencing anc gate (800 m);

- paving of about 13,400 sqg.

6.6.3.2 The general layout and the buildings

The layout isclearly shown in the annexed plans. It was
designed ~n the assumption that there would be no constraint as to regard
the availability and suitability of the selected area.



The sections are the following:

- shed , where grapes, from the vineyards, are off-loaded from tip
per-trucks, and two holes for the pressing-disteming machines;

- wine-making section, containing the specific equipment mentioned in
6.6.2.2 and listed in detail in the Annex 6 (vinificators,separa -
tors; continuous pressing machines, pumps, filters, conveyers, etc.);

- secondary fermentation, filtration,refrigeration and storage sections,
with fermentation steel vats, filters, refrigerator units, isother -
mic steel vats and auxiliary equipment, previously described;

-~ bottling section, with the relative equipment; warehouses for empty bot
tles and packaging material; and a checking box for the control of the
goods' movement.

Suitably located, in connection to their functions, the follo
wing sections are also planned:

-~ store for dry raisin and sugar;

- store for chemicals;

— thermic power plant ;

- steam generators;

- refrigeration unit;

- workshop and store for spare parts;
- laboratory for analysis;

hygienic services.
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6.7 GENERAL CONSIDERATIONS AS REGARDS SOME SELECTED TECHNOLOGIES

The technologies proposed are those long since tested and
followed in the European wine processing industries and in particular
in Italy. Some changes have been suggested for local factors.

For example, automation has been reduced were not essen -

tial,in viewof theavailability of labour and the cost and the operati-
ve and maintenance requirements.

The technical solutions for the rehabilitation of the wine
ries have been proposed taking in due account the existing and still
utilizable equipment when compatible with the selected processing cy -
cle.

All the new containers proposed are in stainless steel, on
account of their durabilityhandling (mounted on wheels in order to al-
low movements) and the practical absence of maintenance.

Their capacity varies from a minimum of 25 hl. to a maximum
of 2,500 hl, (see Annex 6). The distribution by size has been plan -

ned in full co-ordination with the processing cycles. So tanks of
higher capacity - especially for the new plant are destined to receive
the programmed daily production of homogenous wine; whereas sets of

tanks of lower capacity are used for fillings, blending of wines, and
quality classification.

The containers of minor capacity (25 - 100 hl) will be di -
rectly imported; those with higher capacity will be locally built |,
under the care of the supplier after importation of roliled sheet (co -
ils), already cut and shaped for the successive assembling. The neces
sary welding machines - if not locally available - will be temporari -
ly imported.

In general the containers, for climatic reasons, willbe un
der cover. 1In the recent years all problems - operational and biologi
cal - flowing from the height and the volume of the containers have
been solved also due to the improvement and/or addition of certain an-
cillary equipment.




The proposed works are:

- the main building {production area) (10,600 sq.m);
—~ the offices (630 sq.m);

- the guard: house and wa*ch post (160 sq.m);

- the weigh-bridge (70 sq.m);

- the personnel's services (270 sq.m);

- other ancillary works or constructions.

Following the layout, one can find the main entrance, with a
steel gate provided with a check point. Soon after the weigh-bridge, built ac
cording to normal standards ( swinging platform, weighing equipment) ,
suitable for a double weighing (truck-in, truck-out); then the offices ,

provided with a shed for parking, the guard. hcuse and the personnel' s
services.

This zone is well separated from the production area, so visi
tor< and personnel out of service have no occasion to interfere with the
factory's work.

The industrial building is formed by an unique body, divi -
ded into several sections inter-connected. The front area shows the main
yard for unloading and loading (fresh grape, dry raisin, exhausted poma -
ce, finished products).

Other two secondary yards: one for the unloading of empty bot
tles and the other for the unloading of other auxiliary material (chemi -
cals, etc.) and for the technologic services.
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Of course the existing containers in concrete, steel or
wood (Awash Lideta Winery and Asmara Wine Factory) will be used when
in good condition (see Annex 4}.

Punps, filters, conveyors, piping and other main and auxi-
liary equipment. (listed in the mentioned Annex 6) have been
proposed in ¢ the light of a long experience in wine processing,
according also to standard plants erected in other developing coun
tries.

Should some elements (for example pumps and filters) if
in excess at the erection time will be reduced. For ex
ample many filters have been planned for microfiltration, particularly
suitable, after pasteurization, for wine to be exported (stabilized) ;
so their number could vary according export levels.

6.8 IMPLEMENTATION SCHEDULE

It was assumed that the physical planned works for the reha
bilitation of the Ethiopian wine sector could start in 1987, first pro-
ject year, taking in due account that the implementation must be direc-
tly linked to the wine production program, at its turn strictly connec-
ted with the estimated projection of total wine demand according to the
average - high hypothesis.




..

..

The proposed schedule, including preliminary operations, are

the following:

a) in the last months of 1986 ang, at any rate, soon after the determina-
tion of the financial sources;

executive project;
establishment of project management and works assistance schedu -
le;

. tendering for the civil works:

all these works (buildings, areas settlement,etc.) could be prio-
ritarly entrusted to Ethiopian enterprises;

. tendering for equipment supply : all specific equipment for wi-

ne production must be supplied, by detailed bids, by highly spe-
cialized producers, taking however into account that the enologic
equipment to be supplied must be technologically compatible with
those at present used by the Ethiopian wineries, mostly of Ita -
lian origin;

. contacts with public Authorities for timely approval of licences,

contracts, imports, etc.;

b) in the first months of 1987: order of equipment for existing wine -
ries;

c) also in 1987: start up of all "physical" works and supplies
for the rehabilitation of Lideta, Makanissa, and Asmara factories ,
and for the erection of the new winery, and in particular:

.. start of civil works for all existing wineries and new plant;
.. equipment assembling for all existing wineries;




- 129 -

d) towards the end of 1987: order of equipment for the new
plant;

e) in 1988:
. equipment assembling in the new winery, including that for bottling
plant;
. transfer to the new plant of the equipment ceuporarily supplied to
Makanissa winery;
. establishment of the first musting centre at Zeway vineyard ( year
ending);

f) in 1991: erection of the new plant 2nd module (additional line of
stocking vats);

g) in 1993: establishment of the 2nd musting centre:
h) in 1994: erection of the new plant 3rd module;
k) in 1996: estblishment of the 3rd musting centre;

i) in 1998: erection of the new plant 4th mecdule and establishment of
the 4th musting centre.

The time-schedule of the planned interventions and the pro-
Jection of the tolal wine demand and production are shown in the Tab.13
and schematic Diagram at 13.A



Tab. 13 — TINE SCHEDULE OF PLANNED INTERVENTIONS ON ETHIOPIAN WINE SECTOR: PROJECTION OF WINE DEMAND AND WINE PRODUCTION PROGRAM

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
AWASH LIDETA
Rehabilitation works
Wine production and bottling (million litres) S.4 5.4 1.5

e e = ]

wire tottling (1)

o wven ¢ S e ¢ o ¢ w—t g ¢ G ¢ ENS ¢ TH ¢ AN —— ¢ S S S O ¢S b ¢ G ¢ Qe ¢ G ¢ Sk § S 9 S ¢ - ¢ e b a—§ G o

ANASH WAKANISSA

Temporary rehabilitation works pr—
Wine production and bottling (millien litres) _l._? ) 1.2 6.8{.)j12.4 (.) }
wine production heesuseceobsseencané

ADDIS KETEMA {2)
Wine production and bottling {million litres) __2.2 2.0

—— e - ——

ASWAIZA FACTORY
Rehabilitation works

Wine production and bottling 0.6 0.7 0.7 0.9 1.0 1.0 J 1.1 4 1.1 1.2 1.2 1.2 1.3 1.3 1.3 1.4 1.4
R e ittt et SR EEEt Etebds dal ebaledel sttt piniebed dkdnd nldedie bufadindh Ml mkadads
REW PLANT
Erec-ion works:
.. lst module, incl. civil works —————
.. bottling plant bess—
.. 21d, 3rd and 4th module —
Wine production and bottling (&) 13.8 15,5 17.2 18,7 20,2 21.5 22.7 23.7 24.8 25,8 26.7 2.7
o e = e — —-.———————r————p-———y————n——-—— — e — - — g ——— ]
RUSTING CEMTRES — S i —f
Total wine production (eillion 1.) 9.4 9.3 11.0 13.3 14.8 16.5 18.3 13.8 21.4 22.7 23.9 25.0 26.1 27.1 28.1 29.1
Total wine demand {willion 1.} (3} 10,2 11.0 12.0 13.3 14.8 16.5 18,3 19.8 21.4 22.7 23.9 25.0 26.1 27.1 28,1 29.1
Deficit 0.8 1.7 1.0 - - - - - - - - - - - - -

(1) As a subsidiary activity to New Plant bottling.

{2) No additional intervention has been foreseen. The winery will continue producing in 1986 with the existing equipment maintened like in the past.
(3) According the average - high assumption (Vab. 11).

{4) Including winr bottled by Awash Lideta Plant.

Transfer of equipment from Makanissa Winery to New Plant
Output obtained with the new equipment tesporarely supplied to the Winery and operating in 2or 3 shifts zccording tothe necessities, using the preseat personnel and external technical nu‘nu!

(*)

(.)
ce.

—  Erection works

emsamcam Wine bottling

————— Wine production and bottling

eseesecses  Mine production

- 0e1l -




AVASH LIDETA 1985-1987

Tab. 13.A - TIME SCHEDULE OF PLANNED INTERVENTIONS ON ETHIOPIAN WINE SECTOR

. WINE PRODUCTION
. WINE BOTTLING
. REHABILITATION WORKS 1987

AWASH NAKANISSA 1985-1988

AVASH LIDETA 1988-2000

WINE BOTTLING

. WINE PRQOUCTION 1985-1986
. WINE BOTTLING 1985-1986
. REHABILITATION WORKS 1987

. WINE PRODUCTION 1987-1988

4V

ADDIS KETERMA 1985-1986

AWASH WAKANISSA 1988

NEM PLANT 1987-1988

NEW PLANT 1989-2000

. EQUIPMENT TRANSFER T0 NEW
PLANT
. WINERY C.OSED

. ERECTION OF THE NEW PLANT (C1
VIL WORKS)

. INSTALLATION OF EQUIPHENT FROM
MAKANTSSA

. CREATION OF A FIRST UVMUSTIRG
CENTREY

. (1) WINE PRODUCTION AND BOUT -
LING - 1989

ADDIS KETEWA 1986

. WINE PRODUCTION
. WINE BOTTLING

ASWARA FACTORY 1985-2000

. WINE PROOUCTION
. WINE BOTTLING
. REHABILITATION WORKS 1987

WINERY CLOSED

{1} Tranfer to Awash Lideta Winery part production for wine bottling.

, 1991-1994-1998 - ENLARGEMENTS
OF THE NEW PLANT (KEW STORA -
GE YATS LINES)

., 1993-1996-1998 - CREATION  OF
FURTHER THREE “MUSTING CE% -
TRES"

- 1e€T -




6.9

ORGANIZATIONAL STRUCTURE

At present the Ethiopian Beveiage Corporation is structured in

order to co-ordinate all productive and commercial activities of the wine
ries.

Due to the restructuration and up-dating of Lideta and Asmara
Wineries and, especially, the establishment of the new plant, the E.B.C.

management staff must be adequately reinforced, particularly with the pur
pose:

a) to co-orcinate, manage and supervise the supply of machinery and e -
quipmer.t during the rehabilitation and construction period, from tende
ring or offer stage to delivery, assembling and testing;

b) to manage the timely supply of raw and auxiliary material, trying to
obtain, through proper contracts, lower prices; and, in particular, to
improve the co-ordination between H.D.C. and E.B.C. with the aim to

guarartee a regular and timely supply of fresh grape and to decrease
its purchase price;

c) to intervene in the transport sector, which involves both road condi-
tions and means of transport availability: it should be reminded that,
at present, the transport of imported goods (equipment, spare parts ,

raw material, etc.) from Assab is often carried out with long de-
lays;

c) to constantly study the wine morket trends both in Ethiopia and abroead,
as widely explained in Chapter 3 and relative Annex n. 3.

d) to care and control the productive cycle through:
- constant up-dating of skilled labour (equipment operators, mecha
nicians of workshops, vehicle drivers, etc.) as a follow—up of
the planned personnel training and technical assistance program;

- proper management program of the spare parts strategical stock
(perlodlcalﬂeplenlshmenu, in order to avoid expensive stoppages
of the productive flow, which are some of the most serious cons -
traints for many industries in the developing countries.




7. FINANCIAL AND ECONOMIC ASPECTS

7.1 GENERAL

For the reasons explained in the point 6.2, the financial and
economic analysis will be carried out for the whole project, in its conso
lidated approach, viz including all proposed actions regarding both the re
habilitation or integration of the existing wineries and the new plant.

Indeed, it is worth reminding that:

- Awash Lideta Factory, converted in a specialized bottling plant, will
operate in strict connection with the new plant, not only as a subsi -
diary bottling unit, but also in the sales and marketing field;

- Awash Makanissa Factory will operate only during the first two or three

project years (*) , utilizing new equipment later destined to the new
plant.

Theoretically only the restructured Asmara Winery could be
analyzed separately, but also in this case there will be exchanges of = -
quipment; morever the firm will continue being centrally controlled by
E.B.C.

This chapter will deal with:

- the investment costs according the programmed time-schedule of the pro
posed works;

- the annual operating costs for a period of 14 years, assuming 1987 the
first project year and the year 2000 the last, taking into account that
the estimated total wine demand - and the related sales - was projec -
ted in the brief, medium and long term;

- the sales;

- the consolidated cost/profit analyses;

(1) In this analysis two years of production have been assumed. A third year could be ne
cessary only if the initial production ot the new plant will not be sufficient to co-

ver the total wine demand.



- a brief economic analysis (some effects of the project on the national

economy) .

The main data and results are shown in a series of analytic
and synthetic tables. Therefore comments and explanations will be limi -
ted to a minimum, taking also into account that all tables are duly inte-
grated with explanatory foot notes.

7.2 THE INVESTMENT COSTS
7.2.1 The selected methodology

The investment costs are grouped and classified according the
current methodology adopted and recommended by the International Organiza
tions, in view of the financial and economic analysis, which includes:

— the calculation of the "final"” cost of each investment item or group
of items, particularly for the imported capital goods;

— the calculation of the depreciation;

~ the calculation of the maintenance costs;

- the replacement calendar for the renewable capital goods and their re
sidual value at the end of the projected analysis period;

- the calculation of the necessary spare parts;

- a break-down between investment costs in foreign currency and local mo
ney;

- the working capital.

The investment costs have been calculated by plant, according
the time-schedule hereafter presented.

7.2.2 Calculation of the investments ""final' cost

The final cost includes:

- the C.I.F. Assab price of all imported capital goods, as a result of




supplier original list price, plus sea freightand insurance (1);

the cost for assembling of plants and equipment carried out by the sup
pliers (specialized assemblers) with the aid of local labour; and, when
necessary or required, the running-in and testing costs of the single
equipment or the whole plant;

the custom duties: the machinery, equipment and basic material destina
ted to agro-industrial initiatives will be free of these duties, ac -
cording Ethiopian rules on the national economic plans., However, an
average 3% charge on C.I.F. price was computed, covering other custom
taxes;

landing, harbour, transit, warehousing costs and taxes: estimated, af-
ter official sources and direct information given by operators. at 6-
9% of C.I.F. price (2);

the transport costs from Assab to plants areas: around 2% of C.I.F. pri
ce (2);

(2)

In this analyses it was assumed that goods will be transported with ships of the sup -
plier country.

In general costs data supplied by governmental sources are considerably lower than tho
se actually supported on an average by operators. 1In line with the prudential crite-
ria recommended for this kind of analyses, higher alternative has been chosen, It is
worth underlining that for example the warehousing costs can daily rapidly increase in
relation to the loading and transport delays.

This constraint often occurred in the past, due to not timely availability of means

of transport.



"physical" contingencties, viz covering possible evaluation errorsinthe
chain of price from supplier factory to final cost at the wineries

10% of final cost. "Price" contingencies, covering money rztes of ex -
change or inflation effects have not been considered, since the inves
tment costs projected in the future are expressed at constant price ,
and precisely at November 1985. Contingencies are applied to each in -
vestment item (and not to the total investment costs) following a me -
thodology which allows more properly tocarry out all subsequent elabo-
rations required by the economic analysis (depreciation, maintenance ,
etc.).

Prices of imported equipment listed in the Annex 6 include
CIF-price, assembling cost with suppliers assembler, running-in and tes -
ting expenses.

Investment final costs are expressed in Birr. Costs of impor-
ted capital goods (equipment) are expressed originally in Italian Lire
(see mentioned list), converted in Birr on the basis of a rate of exchan-
ge of 2.07 Birr and 1,762 Lire per US Dollar.

7.2.3 Investment costs for the rehabilitation and restructuration of A -
wash Lideta Winery

On the basis of the technical project described in the pre -
vious Chapter 6, the investment costs for the proposed rehabilitation of
this winery are the following (final value in Birr):

~ Civil works 361,480
- Machinery and equipment 1,992,600
- Vehicles, for internal handling and exter-

nal transport 218,900
- Spare parts 222,150
- Non-technologic equipment, furniture 175,450
- Rerair and extra maintenance works on exis

ting equipmer:t 62,000

3,032,580
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7.2.4 Investment costs for the temporary rehabiltation of Awash Makanis
sa Winery

They are summarized as follows (final value in Birr):

- Civil works (strictly necessary) 132,800
~ Machinery and equipment temporary supplied

to the factory (equipment for a value of

2,979,780 Birr to be afterwards transfer -

red to the new winery) 3,616,340
- Spare parts 325,710
- Non-technologic equipment (strictly neces-
sary) 15,000
- Repair and extra-maintenance works on exis
ting equipment (strictly necessary) 53,000
Total 4,142,850

7.2.5 In.zstment costs for the rehabilitation and integration of Asmara
Wine Factory

Summarized as follows (firal value in Birr):

- Civil works 220,000
- Machinery and equipment 2,669,900
- Vehicles (internal, external) 218,600

- Spare parts 275,520
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— Non-technologic equipment, furniture 65,250

- Repair and extra-maintenance works on exis
ting equipment 36,000
Total 3,485,270

7.2.6 Investment costs for the new winery

They are summarized as follows {final value in Birr):
A. First module (1)
— Civil works
. Area settlement and other civil works, excluding

buildings 527,340
. Buildings 4,696,500
5,223,840
- Machinery and equipment
Total 10,404,700
Less: temporarely supplied
to Makanissa Winery (char-
ged to the same) -2,979,780
7,424,920

(1) Bottling and stocking activity of the new plant is strictly co-ordinated with that of

Lideta Winery. Eventual extra works in peak period - especially in the long term -
will be carried out by the two plants with more than one shift.
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- Vehicles (internal, external) 542,400
- Spare parts 990, 540
Less: already supplied and char-
ged to Makanissa Winery -268,420
722,120
Sub-total 14,276,830

B. Successive modules (enlargements)
- Additional equipment: three new
lines of steel vats, in 1991 -
1994 and 1998, for a unit cost
of 817,200 B, so for a total
cost of 2,451,600

Total 16,728,430

7.2.7 Investment costs for the creation of Centres for must preparation
at the vineyards

As already exposed (6.6.1), as an alternative, the new plant
could receive directly higher quantities of grape by enlarging, with addi
tional equipment, its grape reception sector.

The final cost of a little musting centre, formed by the e -
quipment listed in the Annex n. 6 , was calculated 201,850 B, including
spare parts.

The first Centre, at the Zeway vineyard, will be created, ac-
cording the fresh grape supply program, in the 2Nd project year (1988) ;
the second in the 7th year (1993); the third in the 10th year (199¢) and
th: last in the 12th year (1998).

The total cost, therefore, will amount to 807,400 B.
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A more detailed analysis of all the above mentioned invest -
ment costs, with the methodology followed for the calculation of the "fi-
nal" cost, is shown in Annex n. 11

7.2.8 Costs for the exchange of equipment between the wineries

The higher cost is represented by the transfer to the new wi-
nery of the equipment temporarely (and in advance) supplied to Makanis -
sa Factory in order to put it in condition to produce wine at high level,
in the period preceding the start of new plant operation. The cost is for
med by the transport (equipment for a CIF value of about .2.4 million
Birr), the disassembling and reassembling costs (when necessary) estima -
ted at 250,000 Birr.

The cost for uvther minor transfers ofequipment ( from Makanis -
sa to Lideta, from Makanissa and Lideta to Asmara Wineries) has been rou-
ghly estimated at 20,000 Birr.

The total cost of this operation will amount, therefore, at
270,000 Birr.

7.2.9 Training of Ethiopian personnel and Technical Assistance

The Consultant is of the opinion that the training of Ethio -
pian personnel and the technical assistance will concretely contribute to
guarantee better results for the whole Project, since its implementation
and initial operation. It should be emphasized that a large part of the
newly supplied equipment, due to their technologic and processing charac-
teristics, need an effective knowledge on their proper use and maintenan-
ce.
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7.2.9.1 Training of Ethiopian personnel

The personnel to be trained can be represented by 5 Ethio-
pian E.B.C. enotechnicians or equivalent, also pre-graduated, to be
sent in Italy.

On the assumption that the E.B.C. will include - as sug -
gested by IFAGRARIA “2am - some of the enotechnicians who in the past
attended special stages in Italy, a period of two months can be conside
red sufficient.

In the different case a longer training period would be
necessary (4-6 months). Also the number of the selected persons can
vary according to the E.B.C.'s decisions.

Mission time will be devote firstly at an important and
highly qualified enologic institute (for example, in Conegliano Vene -
to) for theoretical knowledge and up-to-dating, and then in a modern
winery, for more practical purposes.

According to a formula, current in E.E.C. countries, the
basic salary of this personnel is assumed to be paid in Ethiopia by
the E.B.C. or the firm or organization to which the personnel is in
charge (1).

The stay cost in Italy of 5 persons, for a period of 2

months;ig estimated at 36 million Lire (129,000 L/day x 60 x 5); the
air travels at 9 million Lire (5 return ticket at 1.8 million Lire) ;
so in total 45 million Lire, correspondent to 52,850 Birr. Of course
a higher cost - at any rate not affecting practically total invest -
ment - would be retained in case of different solutions.

(1) Of course possible different solutions can be adopted after proper agreement.




7.2.9.2 Technical assistance

The Consultant suggests a technical assistance supplied by 2
Italian experts, as follows:

- 1 expert in mechanics and assembling, during equipment assembling ,
start-up and testing (12 months);

- 1 expert in enologic processes, during the first 6 months of New Plant
operation, also with tasks of eventual assistance to Awash Lideta and
Asmara restructured wineries.

The relative cost has been estimated at 294,000 B, according
conditions current in Italy and E.E.C. countries, viz:

- basic salary: 10 million Lire/month (about 5,675 US $);

- per diem: 150 Birr/day;

- air travels: 2 return tickets for the expert in mechanics, including
a return ticket for a vacancy of one month, 1 return ticket for the
expert in enologic processes.

7.2.10 Preliminary and other organizational expenses

A total of 140,000 Birr has been included in this investment,
representing - but very likely not fully covering - only the cost of pre-
liminary surveys and studies directly connected with the project. Other
costs (for the executive project, yard organization, interim interest ’
etc.) have been not considered.
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7.2.11 Summary of project investment costs

Total investment cost of the consolidated Project is
28,953,400 Birr, correspondent at about 14 million US Dollars, distribu-
ted as follows (in 000 B):

%

~ new winery (incl. equipment previously
supplied to Makanissa Factory) 19,708.2 68.1
- Lideta Winery 3,032.6 10.5
- Asmara Winery 3,485.3 12.0
- Makanissa Winery 1,163.1 4.0
Total wineries 27,389.2 94.6
- Musting Centres ' 807.4 2.8
- Costs for equipment exchanges 270.0 0.9
- Technical assistance 294.0 1.0
- Training 52.8 0.2
~ Preliminary expenses 140.0 0.5

Total 28,953.4 100.0
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As noted, 94.6% of the total cost is represented by the wineries (68.1 %
by the new plant).

The detail of the investment, by plant, item and year is shown
in the Annex n. 12, Tab. 1.

The summary, by item and year, is exposed in the following
Tab, n. 14 .

7.2.12 Time-schedule of the investment

In the two above mentioned tables, investment costs are also
reported by year during the period of 14 years, from 1987 (1St project
year) to year 2000, on the basis of theimplementation schedule shown in
chapter 6.7 (Tab. n. 13).

Some explanations will follow.

Timing of cost for equipment is based on cash flows: the cost
is imputed in correspondance to the time of the effective expected pay -
ments, also in order to facilitate the calculation of the rate of return
(discounted cash-flow). Therefore, following the procedure generally cur
rent 1in the international supplies, 25% of CIF-price of the imported e -
quipment is assumed to be paid in advance, at order time, 65% at shipping
(FOB) or arrival (CIF) and the remaining 10% at 3 to 6 months after acti-
vity start, as a guarantee of normal equipment operational requirements.

Timing of other costs correspond, in general, to works or
supplying period, according also the time-schedule of the successive in -
vestments (enlargements of the new plant, creation of the "Musting" Cen -
tres, etc.).

Preliminary and organizational expenses have been imported to
the first project year, even if some of them were disbursed in : previous
years.,

53.2% of the project total investment cost must be paid in
the first year, 33.4% in the second year and the remaining costs in the
following years (3rd, sth —7th 8th, 100 ang 12thy,




Table n® 14 — SUNMARY OF THE PROJECT INVESTMENT COSTS, BY YEAR - 1987-2000

{in 000 Birr, at XI1/1985 prices)

1 2 3 4 5 6 7 8 9 10 11 12 13 14
INVESTNENTS TOTAL
(1987) | (19s8) | (1989) | (1990) | (1991) | (1992)] (1993)] (1994} (1995) | (1996)| (1997} | (1998) | (1999) | (2000)
AREAS SETTLEMENT AND OTHER CIVIL WORKS 608. 1 608.1 - - - - - - - - - - - - -
BUILDINGS 4,696.5 2,817.4 1,878.6] - - - - - - - - - - - -
INTERVENTIONS ON EXISTING BUILDINGS 633.5 633.9 - - - - - - - - - - - - .

MACHINERY AND EQUIPMENT INCL. GENERAL SERVICES {An-
cillaries) (1) 18,9172.0 9.35&.3 5,796.4 ] 742.9 - 817.2 - 190.4| 817.2 - 190.4 - 1,007.7 - -
REPATR AND EXTRA MAINTENANCE OF EXISTING EQUIPMENT 151.0 lSl.ﬂ - - - - L - - - - - - - - -

COSTS FOR TRANSFER OF EQUIPMENT FROM PLANT TO PLANT

| (2) 270.0 - 270.0| - - - - - - - - - - - -
VEHICLES (Internal and external) 979.9 437.9  542.4 - - - - - - - - - - - -
| . SPARE PARTS (Strategic stock) 1,591.2 1,003.4  553.6] - - - - 1.4 - - 11.4 - 1.4 - -
FURNITURE AND NON-TECHNICAL EQUIPMENT 619.3 255.4  363.6] - - - - - - - - - - - -
SUB-TOTAL 20,466.5 | 15,261.9 9,404.6| 742.9 | - 817.2 - 201.8) 817.2 - 1.8 - 1,019.1
TECHNICAL ASS. IANCE 294.0 - 19.0( 100.0 - - - - - - - - - - -
TRAINING ETHIOPIAN PERSONNEL 52.9 - 52.9] - - - - - - . . . - . .
PRELIMINARY AND OTHER ORGANIZATIONAL COSTS 140.0 IAO.q - - - - - - - - - - - - -
TOTAL 28,953.4 15.601.7 9,651.5 842.9 | - 817.2 - 201.8| 817.2 - 201.8 - 1,091.1 - -

(1) Including steel vats and similar containers.
{2) Ssperially for the transfer to the new plant of all new equipment temporarely supplied to Makanissa Winery, Other transfers of some equipment have been also foreseen (from Makani . <a to

Lideta and Asmara Factary, from Lideta to Asmara).

- Sv1 -
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7.2.13 Investment costs payable in local money and foreign currency

This break-down, which is basic for the selection of the pro-
ject financial scheme and sources, is summarized in the Tab. 15 , inte -
grated with explanatory foot notes.

It is worth observing that all expenses for supplies availa -
ble in the country have been considered paid in local money, regardless of
the origin . This the case of vehicles assembled in the country (with im
ported parts) and other goods and material, present in the Ethiopian mar-
ket, but totally or partially produced with imported inputs. The cost
of civil works and buildings have been totally considered payable in lo -
cal money, in the assumption that all these works will be allotted to lo-
cal enterprises, regardless of the origin of the used materials.

The cost of imported equipment has been imputed to foreign
currency at their CIF-Assab price, since all additional costs (customs ,
landing, warehousing, transport, assembling cost with local labour, etc.)
are payable in local money. o

The cost for technical assistance was totally considered in
foreign currency.

7.3 EVALUATION OF THE EXISTING CAPITAL GOODS

It should be reminded that wine production and/or bottling
will be carried out in the future by the new winery and by the existing ,
restructured Lideta and Asmara factories (Makanissa Winery will continue
producing - with new equipment - only for 2-3 years).

As a consequence, when the whole consolidated project will be
evaluated by the economic point of view (particularly through the calcula
tion of the rate of return), it is necessary to take into account not on-
ly the proposed additional investments but also the investments made in
the past for the creation of Lideta and Asmara wineries.




- 147 -

Yable n®15 - SUNRARY OF PROJECT INVESTNENT COSTS AND BREAKDOWN BY COSTS IN LOCAL NONEY
AND COSiS IN FOREIGN CURRENCY

(in 000 Birr, at XI/1985 prices)

LTENS T0TAL IN LOCAL IN FOREIGN CURRERCY (2)
(1) MONEY (2)
Amount 2
AREAS SETTLEMENT AND OTHER CIVIL WORKS (3) 608.1 608.1 - -
BUILDINGS {New) (3) 4,696.5 4,696.5 - -
INTERVENTIONS ON EXISTING BUILDINGS (3) 633.5 633.5 - -
MACHINERY AND EQUIPMENT, INCL. GENERAL SERVICES 18,917.0 2,177.0 16,740.0 88.5
REPAIR AND EXTRA MAINTENANCE OF EXISTING EQUIPMENT
(3) 151.0 151.0 - -
VEHICLES (Internal and external) (5) 979.9 391.9 588.0 60.0
SPARE PARTS (strategic stock) (4) 1,591.2 207.2 1,384.0 87.0
FURNITURE AND NON-TECHNICAL EQUIPMENT 619.3 339.3 280.0 45.0
COSTS FOR EQUIPMENT EXCHANGES BETWEEN WINERIES 270.C 270.0 - -
15t TOTAL 28,466.5 9,474.5 18,992.0 66.7
TECHNICAL ASSISTANCE (expatriate) (6) 294.0 - 294.0 100.0
TRAINING OF ETHIOPIAN PERSONNEL 52.9 - 52.9 100.0
PRELIMINARY AND OTHER ORGANIZATIONAL EXPENSES 140.0 - 140.0 100.0
Torat 28,953:4 2478 e | 6L

(1) Final cost, including transport cost to Assabyinsurance, custom and transit duties and custs, landing costs, warehou-
sing costs, transport to factories area, assembling (suppliers personnel and local labour), equipment start-up where
necessary; and contingencies (around 10% on final cost).

{2) By the financial point of view, costs in local money include all works and purchases paid in local wmoney regardless
from the origin (national or foreign) of the goods and services.

(3) It was assumed that all civil works will be allotted to local enterprises, eventually with the assistance of a pro -
ject supervisor (local or expatriate). Therefore costs are considered in local money, taking also into account the
previous note {2).

(%) This kind of stock is considered a fixed asset and not a working capital (see project manuals of UNIDO, OECD, etc.).

(5) Trucks and cars are here considered locally available (assembled with imported pieces).

(6) On the assumption that also local expenses (rer diem) will be paid originally in foreign currency.
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In this analysis the actual or residual value of the opera -
ting capital goods, mainly reprzsented by the buildings and the equip
ment classified in good condition (see Annex n. 4), the -
refore fully operative until their replacement, will be estimated.

In this context all subsequent economic analyses (maintenan
ce, depreciation, replacement, residual value) will concern also the
existing capital goods.

Theoretically their "residual value" would be calculated on
the basis of the respective initial (or purchase) costs and successive de
preciation. Due to the complexity of this operation (investment carried
out often since several decades in different monetary system and current
value), the system of the actual, effective value of the existing goods
has been selected, taxking in due account the jointed estimates of IFAGRA-
RIA Team, and E.B.C.

These are the results (in 000 Birr):

Lideta Asmara
- present value of the buildings 1,200 350
- present value of the equipment 600 250
1,800 600
— actual value of all other investment costs 700 200
Total 2,500 800

That means a present 'commercial' or "assignement" value of
2.5 million Birr for Lideta Winery and 0.8 million Birr for the Asmara
factory, in total 3.3 million Birr,

Maintenance costs of buildings and equipment have been inclu-
ded in Annex 15, Tab. n. 1 ; replacement of the equipment, in the their
new purchase value (1.2 million for Lideta, 0.45 million for Asmara) '
subsequent depreciation and residual value in Annex 16, Tab. n. 1.
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7.4  ANNUAL OPERATING COSTS

7.4.1 Methodological notes

The operating costs of the consolidated project have been cal
culated, year by year, until the year 2000, on the basis of wine sales pro
grammed in order to meet yearly the total demand (domestic potential cons
umption and expected exports) projected in the short (1990), medium
(1995) and long term (year 2000).

The methodology to estimate the operating costs only in the
last year - at any rate not yet to be considered a stabilized or normali-
zed year - applying, for the preceding years. economic-technical parame -
ters, was rejected, even if accepted for a feasibility study.

As a matter of fact during the whole projection period some
new cost elements, not directly connected to the production levels, cause
variations in the total costs. This is the case of the newly scheduled in
vestments (modular enlargements of the new winery, additional "musting"
Centres), which increase maintenance and depreciation. Morever - as la -
ter on exposed - it was assumed, for several reasons, that the purcha
se unit price of the fresh grape will decrease in the period.

Total operating costs start in 1987 with 16.5 million Birr
in 1990 they will reach 9.6 million Birr, before depreciation,and 31.9

million Birr, after depreciation (before interest and tax); in 1995 43.8
million Birr (46.2) and in the year 2000 51.3 million Birr {53.6).
The detail of the consolidated operating tosts is shown in

the Annex 13, Tab. 1 ; they are summarized in the following Tab. 16 .

In the following points some considerations are given on each
cost element.
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Tab. 16 — PROJECT CONSOLIDATED OPERATING COSTS - 1990,1995,2000

{in 000 Birr, at XI/1985 constant prices)

1990 1995 20060
COST ELEMENTS
Value 2 Value X Value b 4

Raw and auxiliary material 10,301.7 32.3 15,357.0 33.3 17,491.3 32.6
. Fresh grape 4,654.0 14.6 7,584.3 16.4 8,100.0 15.1
. Dry raisin 2,227.9 7.0 3,057.7 6.6 3,693.4 6.9
. Sugar 2,568.6 8.0 3,525.4 7.7 4,258.3 7.9
. Chemicals ( tartaric and citric

acids, etc.) 851.2 2.7 1,189.6 2.6 1,439.6 2.7
Packaging material 11,721.7 36.7 17,997.9 39.0 22,043.4 41.1
. Bottles 5,531.9 17.3 8,989.7 19.5 11,081.7 20.7
. Other 6,189.8 19.4 9,008.2 19.5 10,961.7 20.4
Utilities, fuel and oil 653.2 | 2.0 92.9 | 2.0 1,164.5 | 2.1
. Energy 297.5 0.9 430.6 0.9 523.6 1.0
. Water 40.0 0.1 57.3 0.1 69.6 0.1
. Fuel and oil 315.7 1.0 455.0 1.0 551.3 1.0
Other consumption products 264.0 0.8 372.4 0.8 430.0 0.8
Personnel 782.3 | 2.5 1,096.5 | 2.4 1,264.5 [ 2.3
Maintenance - 921.9 2.9 962.3 2.1 987.7 1.8
Overheads 989.6 3.1 1,409.6 3.0 1,690.0 2.8
Sales and distribution expenses 2,631.0 8.2 3,598.0 7.8 4,300.0 8.0
Other costs and contingencies
(5 - 6%) 1,377.8 3;2 2,035.4 ﬁ;ﬁ 2,401.8 4.5
TOTAL cOSTS, .before depreciation 29,643.2 92.8 43,772.0 9.8 51,533.2 96.2
Depreciation 2,300.9 | 7.2 2,601.8 | 5.2 2,064.6 | 3.8
TOTAL COSTS, before interest and
tax 31,944.1 {100.0 46,173.8 | 100.0 53,577.8 | 100.0
1987 (16,527.1) = 100 193.3 X 279.4 X 324,2 X
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7.4.2 Raw material

7.4.2.1 Fresh grape

Yearly inputs of fresh grape are given in Tab. n. 12 ("Projec
tion of grape output, wine production and export at short, medium and long
term"). At the heading of the mentioned Annex 13,Tab. 1 , annual program-
med wine production according the average-high assumption, with a break -
down between wine from fresh grape and wine from dry raisin, is reported.
These data will be, of course, the main base for the cost analysis.

Inputs of grape have been calculated according a net yield of
55 litres of wine per quintal of grape.

Fresh grape coming from the national vineyards was charged
to the processing plants at the present unit purchase price of 1.30 B/kg.
Starting from 1991 a price of 1.27 B/kg, progressively decreasing to 0.90
B/kg was considered in this study, in the reasonable assumption thatdue  to
the plammed resiructuration and development of the vineyards (and of the whole
wine sector), production costs - now too high — will decline rapidly.

7.4.2.2 Dry raisin

Yearly supply of dry raisin (imported), to be used only for
the production of this kind of wine, was estimated according the techni -
cal parameter of 6-7 kg per hl cf dry raisin wine. Unit purchase price,
free winery, is 2.55 B/kg, according recent information.
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7.4.2,.3 Sugar

Annual requirement of sugar, only for Jdry raisin wine, has
been estimated on the basis of the technical parameter cf 18 kg per hl of
wine at the purchase price of 98 B/q. (Ethicpian Sugar Estates).

It was not foreseen the cort of concentrated rust, only occa-
sionaly used by Awash wineries.

7.4.2.4 Chenicals (additives)

Yearly supply of tartaric acid was estimated on the basis of
the tachnical parameter of 700 gr per hl of dry raisin wine, at the pur -
chase price of 4.75 B/kg; the supply of citric acid according 100 gr per
hl at 5.30 B/kg (1).

The annual cost of other chemicals (bentonite, tannin, meta -

sulnhite, sulphuric anhydride, ascorbic acid, etc.) has been estimated on
t:._ pbasis of the technical-economic parameter of 1.75 B/hl total wine.

7.4.3 Packaging material

7.4.3.1 Bottles

Cost of bottles for viatage wine - mainly to be exported - is
of course, totally incorporated to the sale price, therefore not recovera
ble. Bottles for dry raisin wine scld on the domestic market can be par-

(1) 1t was not ccnsidered here a possible marginal use of these acids for grape wine, also

because ihat depends on organolectical characteristics of the fresh grape, often diffe

rent harvest by harvest,
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tially recovered. In this study, it was a~sumed a duration cycle of 5
years per bottle, therefore with an yearly cost of 20% of the annual re-
quirement.

It was applied a purchase price of 0.85 Birr per bottle of
0.750 1. presently current in Ethiopia. As knowr. this cust represents 40-
-50% of the producticn cost of wines. No reduction of the unit price of
bottles in the future has been foreseen in this study. due to insufficient
information about the up-dating or reorganization plans of the existing
Ethicpian glass factory.

7.4.3.2 Other packeaing material

For all cther packaging material (corks for grape wine, caps-
ules or crowns for dry raisin wine sold in the domestic market, labels ,
glue, etc.) present costs have been assumed, always estimated on the ba -
sis of wine sales in bottles.

Grape wine will be sold in cardboard boxes for 12 bottles ’
not recoveratle {price 1.10 B/piece). Domestic sales will be carried with
in plastic boxes or cra.zs, each for 12 bottles, to be periodically reco-
vered (average duration 5 years) at 7.00 B/piece (1).

(1) Relative cost savings could be obtained in the case of domestic sales of wine carried
out also using alternative containers such as 2-litres bottles or flasks and  kegs

for draught wine consumption or in bulk.
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7.4.4 ptilities, fuel and oil

The annual cost for energy was estimated on the basis of the
technical-economic parameter of 1.80 Birr per hl of wine produced, ta -
king into account the national tariff rates for industrial uses.

The supply of water has been calculatedon the basis of a cons
umption of 95 litres (potable) per hl of dry raisin wine; and of 400 li-
tres per hl of wine (from dry raisin and grape) for processing require -
ment (1).

Cost of water was charged at 0.50 B/cu.m/month current in Ad-
dis Ababa.

Fuel and oil for all processes were charged according to the
technical-economic parameter of 1.75 B/hl wine (total).

Fuel (gasoil, petrol) for internal (forklifts) and  external
transport (trucks, cars) has been calculated on the basis of an avera -
ge daily consumption.

7.4.5 Other consumption products

All other consumption products (chemicals for laboratories ;
cleaning, hygienic, health products; standard hand tools; special glothes
etc.) have been charged in the measure of 0.8-1.0% of the total produc -
tion cost.

(1) It was assumed that this last kind of water will be supplied through local wells,
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7.4.6 Personnel

The personnel required for the restructured wineries (Awash Li
deta and Asmara factories) and for the new plant is shown in the follo -
wing Tab. 17 , with the relative yearly cost in the projection period
1987-2000; and, in major detail (qualification, unit average salary, etc.)
in Annex 14, Tab. 1, 2 and 3 (1990, 1995 and 2000).

Number oi persor.iel nas been yearly determined taking into ac
~count:

- the production level (wine production and bottling,in the case of the
new winery and Asmara factory; only bottling activity in the case of
Lideta Winery);

- the introduction of new equipment, in the case of the modular enlarge-
ments of the new winery;

- the technical and operational characteristics of the equipment, direc-
tly affecting the required number of labour (from full automatic to
handly operations);

- the employment requirement for social reasons: as a result,a considera
bly higher number of labour was appointed, in comparaison with that
normally employed in Italian or E.E.C. wineries;

- the effect of a more rational organization in the factories, especially
in the new winery, due also to the planned personnel training and
technical assistance.

Personnel for wine deliveries on the market was not included:
these costs have been imputed to the item "Sales and distribution expen -
ses".

It was assumed that in the first and second project year (1987
and 1988) Makanissa Winery will utilize the personnel existing at Septem-
ber 1985 (149 units); therefore the same annual cost was considered in
the mentioned Table.

The annual cost of the personnel was estimated on the basis of
the average salaries, per category, valid at September 1985 (during IFA -
GRARIA mission) for the Awash Wineries, with some increase also with the
purpose to include eventual indirect social costs charged to the firm.
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Table n® 17- COST OF PERSONNEL, BY PLANT, IN THE PROJECTION PERIOD (1987-2000) (1)

(Costs in 000 Birr, at XI/1985 prices)

Is
BAKANISSA . (2) LIDETA W. ASNARA F. KEW PLART TOTAL
YEAR T
N Cost N. Cost N. Cost [ Cost N. Cost
1987 {149) 267.9 78 268.3 42 165.0 - - (269) 701.2
1988 {148) 267.9 78 268.3 43 167.0 (18) 30.7 }{288) 733.9
(3)
1989 - - 80 273.4 4% 173.3 82 297.0 207 49,4
1930 - - 87 299.3 47 182.7 84 300.3 218 782.3
1991 - - 9% 313.0 52 200.5 98 343.2 244 856.7
(s)
1992 - - 99 326.3 S4 210.2 103 352.4 256 888.9
1
1993 - - 104 338.5 58 218.9 109 363.6 27 921.0
1994 - - 109 351.3 59 223.7 128 422.8 296 957.8
(5)
1995 - - 127 407.6 63 236.9 139 452.0 329 1,096.5
(7)
1996 - - 132 423.4 65 238.9 147 475.4 344 1,137.7
1997 - - 132 423.4 68 244.2 156 495.2 354 1,162.8
1998 - - 136 433.6 70 247.8 171 S44.3 7 1,225.7
(6)
1999 - - 136 433.6 73 255.9 176 555.0 385 1,244.5
2000 - - 136 433.6 7 255.9 176 555.0 385 1,244.5

(1)

—

(2

(3)
(4)
(5)
(6)
(7

Yearly cost includes: basic salary, fringe benefits and other indirect sociai charges, contingencies (= 10%). In
this analysis contingencies refer only to total costs, but, in reality, cover also additional personnel.  Number
of personnel includes seasonal labour (2 months per year),

Nusber of eaployees and annual salary {and fringe benefit) at September 1985, according information supplied by
£.8.C.

General manager, 6 months; other personnel 3 months (organizational works).

Start of 2nd module.

Start of 3rd module.

Start of 3rd sodule.

Start of 2-shifts activity only during peak period, as a subsidiary bottling unit of the New Plant.
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According to the above principles, the new winery will start
operation (1989) with 82 persons (managerial staff + services 20; direct
and indirect labour 62) and will reach 176 persons in the year 2000 (33+
143).

However in the pre-operational period (during and soon after
equipment assembling), a first nucleous of responsable and qualified u -
nits, assisted by trained personnel, will attend some preliminary works
{General Manager for 6 months, other personnel for 3 months).

Lideta Winery will start only its bottling activity in 1987
with 78 persons (26 + 52); the employment will increase, especially af -
ter 1¢95, when the plant is called to share, in greater measure, the bott-
ling activity with the new plant. It was assumed that in the year 2000
the employment will reach 136 units (32 + 104).

Asmara Winery will start with 42 units (14 + 28) and would
reach 73 units (21 + 52) in the year 2000, when wine production is expec-
ted to be more then double, with the purpose to meet the growing domestic
demand.

7.4.7 Maintenance

The annual costs fc. the maintenance of the project capital
goods are detailed in Annex n. 15 . Tney have been estima-
ted according technical parameters applied in similar industrial activi -
ties, expressed by a percentage of the initial investment cost. Maintenan
ce regards buildings, equipment including vehicles and non technologic e-
quipment, like furniture. Maintenance costs are formed mainly by the use
of spare parts and other materials and by the cost of external personnel
called to assist the mechanicians of the workshop.

The mentioned table - like the other - is provided with ex -
planatory foot notes.

It is worth observing that, for a better approach, maintenan-
ce rates of the equipment exposed in the table roughly represent weighted
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averages between different kinds of equipment having different maintenan-
ce requirement: so for engines and similar equipment costs are high (7 -
8% of their value); for steel fermentation and stocking vats costs are lo
wer (around 1%) (1).

Maintenance costs start in the year subsequent to that in
which the capital good has entered in operation or was replaced.

7.4.8 Overheads

The overheads directly related to the production costs have
been, also estimated by means of a percentage on the total of these costs.
The other overheads, representing general expenses (administration, exclu
ding sales expenses), are growing in a first period remaining afterwards
almost constant.

(1) As a matter of fact maintenance requirement increase with the equipment "age" or wear,
according characteristic mathematical functions, from the first year of operation un -
til the replacement time. The proposed yearly parameters, for this kind of study, are

constant and represent roughly an interpolation of the function.
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7.4.9 Sales and distribution costs

They include marketing and promotional expenses, which are re
latively higher ir the first period during which sales of wine, especial-
ly of fresh grape wine to be exported, must be supported through a care -
ful promotional campaign, also with the purpose to change favorably the
previous "image" of the Ethiopian wine (see Market Study, Chapter 3).

Costs for wine distribution on the domestic market have been
estimated on the assumption that the present system will be adopted. At
any rate, should the E.B.C. management follow in the future different sys
tems, suggested in the Market Study, the required expenses would be rough
ly at the same level.

7.4.10 Other costs and contingencies

In 8rder to cover possible underevaluations of costs and ex -
penses not specifically exposed, total costs has been augmented of around
5-6%.

7.4.11 Depreciation and amortization

The depreciation of the capital goods and the financial amor-
tization of the remaining investment costs is calculated in detail in the
Annex 16.

Annual depreciation was estimated on the basis of the average
technical-economic life of each group of capital goods. The adopted sche
me is the following:
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Years %
- Buildings 50 2.0
- Equipment with short technical life 7 14.3
- Equipment with average technical life 10 10.0
- Equipment with long technical life (1) 20 5.0
- Vehicles 6 (2) 16.6
- Non-technologic equipment 10 10.0

The break-down of the equipment by lifetime classes was esti-
mated on the basis of experience adquired in similar wineries in their
operational phases.

(1) Mainly represented by stainless steel vats (for fermentation and storage).
(2) Weighted average life of forklifts and pallets (8 years) and cars and trucks (5 years).
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Annual amortization of the remaining costs (other civil works
technical assistance, training, preliminary expenses, etc.) has been con-
ventionnaly carried out in 10 years (10%).

The residual value of the renewable capital goods (equipment,
vehicles, non-technologic equipment)} will be imputed, at the end of the
projection period (year 2000), to additional receipts (therefore bene -
fits).

A5 a result the annual instalments start with 1,232,000 Birr
in 1988 and finish with 2,044,600 Birr in the year 2000.

7.4.12 Operating costs payable in local money and foreign currency

This break-down is shown in the Annex 17, Tab. n. 1 , for the
year 1990, 1995 and 2000. As already remarked for the investment costs ,
only material imported, at CIF stage, has been considered a cost in fo -
reign currency: dry raisin, chemicals, corks and some other packaging ma-
terial, the major part of maintenance cost (use of imported spare parts )
and part of some other costs.

As a result only around 11-12% of total operating costs (be -
fore depreciation) would be paid in foreign currency.

7.4.13 Production cost per wine unit

On the basis of the costs detailed in the Annex 18, Tab.n. 1,
the production cost per unit of wine produced (1 litre) has been calcula-
ted, at short, medium and long term, as follows (Birr per litre):
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Calculation base 1990 1985 2000
- Only production costs (1) 1.49 1.54 1.50
- Total operating costs, less depreciation,

indivisible costs and contingencies 1.71 1.74 1.69
- Total operating costs, less depreciation 1.79 1.83 1.77
- Total operating costs, incl. deprecia -

tion (before interest and tax) 1.93 1.93 1.84

7.5 THE REQUIRED WORKING CAPITAL

The working capital necessary for liquidity requirement in the
initial operating years of the complex is here calculated as a difference
between current assets or active and current liabilities or passive, that
is as a net working capital.

This involves mainly new plant operation, and the temporary ,
but by far higher wine making activity of Makanissa Winery.

Therefore it was assumed that the working capital will be for
med and managed by E.B.C.

The results are reported in the following Tab. n. 18.

(1) Raw and auxiliary material, packaging material, utilities-fuel-oil, other consumption

costs, maintenance, direct labour, production overheads.
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Tab. 18 — CALCULATION OF THE WORKING CAPITAL

( in 000 B, at XI/1985 prices)

1 2 3 5
DESCRIPTION
1987 1988 1989 1990
CURRENT ACTIVE 4,370 5,380 6,744 8,242
a) Debtor accounts (credits to be received)
{30 days production costs) 1,100 1,527 1,930 2,372
b) Stocks 3,138 3,653 4,541 5,553
- local raw material (30 days) 696 975 1,240 1,580
- imported raw material, incl. chemicals
(100 days) 990 1,306 1,561 1,825
- works-in-progress (10 days production costs) 366 507 637 788
- spare parts (1} - - - -
- finished products (15 days production costs, -
plus administrative overheads and sales costs) 618 865 1,103 1,350
- additional stock of bottles and crates
(+ 15 days) 468 - - -
c) Receipts (15 days production costs, less utili-
ties) 132 200 273 317
CURRENT PASSIVE -1,050 - 1,330 -1,660 - 2,255
Creditor accounts (debts to be paid)
(30 days raw material costs, plus utilities) -1,050 - 1,330 -1,660 - 2,255
NET WORKING CAPITAL 3,320 4,050 5,084 5,987
Yearly increases (2) - 730 1,034 903

(1) An initial strategic stocks has been included in the investiment costs.
(2) Further increases are the following: 1991 = 870; 1992 = 742. It was assumed that in the follo-

wing years temporary liquidity gaps will be easily covered with accumulated income.
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7.6 THE SALES

Starting from second project year (1983) the sales of wine
have been yearly programmed with the purpose to meet the domestic po -
tential demand for wine consumption and expected exports, estimated ac
cording to the average-high assumption exposed in the market study
(Chapter 3, Tab. 10 ).

Sales concern separately wine from fresh grape - of course
directly connected with the planned development at short, medium and
long term of the national vineyard - and wine from dry raisin. It was
assumed that vintage wine Wwill be exported and the remai-
ning sold in the local market.

For project analysis purposes, wine is supposed to be sold
in bottles of 0.750 litres. Of course alternative containers (2 litres
bottles, kegs for draught wine, etc.) will be possible, as well as sa-
les in bulk.

The programmed development of wine sales, in the foreign
and local market, by quality and related prices, is exposed in Annex
19, Tab. 1.

7.6.1 Exports

Wine from fresh grape was subdivided in two qualities ac-
cording processes described in the Chapter 6: the first quality cor -
responds to 60% of total, the second quality corresponds to the remai
ning 40%.

After a proper market research on wine international trade
(see Chapter 3), the Consultant suggests a price of 1.50 U.S. $ per 1li
tre (about 3.10 B/litre or 2.32 B/bottle) for 1st quality wines and
1.00 U.S.$ (2.07 B/litre or 1.55 B/bottle) for 2nd quality wines, star
ting from 1989, when the new winery will enter in production.
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These prices ~ at the foreign distributor - can be retai-
ned competitive with the corresponding import prices of wines coming
from the main European and Africzn countries. It should oe rembered
that present unit prices of exported Ethiopian wines (not vintage) va
ry from 1.40 to 1.70 U.S. Doilar per litre. -

It is probable that in the two first project years, expor
ted wine will be produced also using certain quantities of dry; raisin
and therefore lower sale prices were azsumed (1.20 and 0.80 U.S.%, res
pectively). -

7.6.2 Domestic sales

Vintage wire not exported, mainly of 2nd quality, will b=
sold on the domestic market, generally consuned by high income cla<
ses. The proposed price .3 6.00 B/litre (4.50 B/bottle), taking into
account that the best wine, almost totally made with dry raisin, is
at present sold at 5.000-6.00 B/bottle.

Sales of dry raisin wine are subdivided in 4 classes of
qualities and prices, starting from the present situation (stati
stics ofsales by kind of wine) and assuming a progressive increase,
in the project life, of the consumption c¢f better quality wines
and a parallel relative decrease of the consumption of the most
common wire (Sarris), as a direct effect of the improvement of:
wine qualities, prombotional measures and consumers income.

According to this methodology - shown in Annex 20, Tab., 1
- first class wine has been quoted at .66 B/l (3.50
B/bottle), with sales increasing from 1%to 5%; 2nd class wine
at 3.33 B/1 (2.50 B/bottle), with increases from 5% to 10%; the
3rd class wine at 2.66 73/1 (2.00 B/bottle), witbh increases from
9% to 15%; and the 4th class wine (Sarris or equivalent) a* 1.73
3/1 (1.30 B/bottle), with a decrease from 85% to 70%.

It should be unde tined that the sale prices assumed in
this study arz, on the average, considerably lower than the corre
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spondent present prices {1;.

The ~conomic results of wire sales are presented in detail
in Annex 12 ...d summuarized in the following Tab a. 19 |

7.6.3 Other receipts {by-products)

According to the technologic processes foliowed by the new wi
nery, the by-products, mainly represented by exhausted pomacces and "vi
nello" (wine with low alcoholic content and low quality, not wutiliza-
ble as tatle wine), are transferred to the distilleries, for further e
laborations (alcohol for liqueurs, grappa, cognac, etc. ). On an aver-
age each quintal of fresh grape trainsicrmed in wine, 40% in weight 1s
represenied by pomace having a rezidual alcoholic content of around 2%.
The yield is theoretizaliy highe. for dry r2tsin pumace, hat that de~
pends upon processing requirement and svctems: in tie existing wineri-
es residual pomsce,repeatedly treated and exhausted can hardly be ex-
plcited.

In Europe t.ae commercial value of pcmace with a minimum con |
tent of 2 alcoholic wnegrees represc.it 3 to 4% of the receipts from wine
sales (2)

In this evaluation receipts from wineries by-products have
bezn prudentially estimated 2 1.5% of wine sales, also in view of @
saturation of the domestic demand for other alccholic beveruges.

The resulte are included in the Annex 19, Tab. 1.

(1) #ine demand econmometric projer :ions repnrted in the market study (Chapter 3) has
been mainly estimated on the basis of population and income increase {income-elas-
ticity). So the factors "quality" (improved) and -.rice" (lowered) ~ould by far
support the average-high demand hypothesis assumed and elaborated in the subsequent
analysis,

(2) 8y-products +re indeed exploited not only for alcohol derivates, but also for  oil

producing (from grape stones), feedstuff, etc.




Tab. 19-

DEVELOPMENT OF WINE SALES:

1987 - 2090

{«t XI/1985 constant prices)

EXPORTS DOMESTIC SALES TOTAL 1.k

TEAR Receipts Receipts Receipts 1987 =100
H1 (1) A.P. H1 A.P. Hl (receipts)
(000 B) (000 B) {000 8)
1987 4,000 2.15 861.2 105,000 1.99 21,043,989 110,000 21,905,1 100.0
1988 6,300 2.15 1,356.3 127,100 2.02 25,661.8 133,400 27,018.1 123.3
1985 8,900 2.69 2,385.0 139,000 2.07 28,837.5 147,900 31,232.5 142.5
1930 13,500 2.69 3,632.9 151,800 2.4 32,4341 165, 3C0 36,067.0 164.6
1991 17,900 2.69 4,816.9 165,200 2.1% 35,584.7 183,100 40,401.6 184.4
1992 20,500 2.69 5.516.6 177,700 2.20 39,161.8 198,200 44,678.4 204.0
1993 24,100 2.69 6,485.3 189,500 2.22 42,141,3 213,600 48,626.6 222.0
1954 26,800 2.69 7,211.8 2Cu, 000 2.26 45,18A8.3 226,800 52,400.1 239.2
1995 29,500 2.69 7,938.5 209,760 2.29 47,944.3 239,200 55,882.8 255.1
199¢ 31,900 2.69 8,584.3 218,500 Z2.30 50,264.7 250,400 58,849,0 268,7
1997 34,000 2.69 9,149.4 226,900 2.31 52,43..2 260,900 61,681.6 281,6
1938 36,200 2.69 G,741.5 235,200 2.32 54,612.9 271,400 64,354.4 293.8
1999 38,200 2.69 10,274.% 243,100 2.32 ! 56,509.4% 281,300 66,789,1 304.9
2000 40,000 2.69 10,764,0 250,900 Y 58,324.7 290,900 69,088.7 315.4
NOTES: A.P. = Pverage unit price (B/Litre}
I.N. = Index Number

(1) See tab. 11

(chapter 3)

- 49T -
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7.7  FINARCIAL RESULTS

7.7.1 General

The whole project, in itsconsolidated approachwill te firstly
evaluated from the financial point of view (financial profitability
for the investor or the E.B.C.). Then its effects on the national econo
my will be briefly appraised.

The financial evaluation will be carried out through

a) the cost/benefit analysis;

b) the determination of the simple accounting rate of return;
c) the calculation of the internal rate of return;

d) the determination of the recoupment or pay-back period;
e) the sensitivity analysis.

7.7.2 Cost/benefit analysis (current commercial marge)

During the project life (1987-2000) the consolidated gross
profit of the wineries (as the relationship between annual operating
costs and receipts) varies from a minimum of 18.7% (1991) to a maximum
of 26.5% (2G00), before depreciation; and from 12.7% (1990) to 23.6%
(2000), after depreciation.

These results (detailed in the following Tab. 20 ) must be
considered favorable, taking into account that it was possible to reduce
considerably the unit sale prices of wine in respect to the average
prices presently current. In other words, should the present prices be
applied in the project, the gross profit would be even higher.




Tab. 20 - FORECAST OF PROJECTS CONSOLIDATED COSTS, RECEIPTS AND PROFITS

(000 B, at XI/1985 prices)

ANNUAL OPERATING COSTS GROSS PROFIT
RECEIPTS
YEAR BEFORE DEPRECIA- TOTAL {sales) BEFORE DEPRECIATION | AFTER DEPRECIATION
DEPRECIATON TION VALUE 4 VALUE 4
1987 16,527.1 - 16,527.1 22,233.7 5,706.6 25.7 5,706.6 25.7
1988 21,292.7 1,232.0 | 22,524.7 27,423.4 6,130.7 22.4 4,898.7 17.9
1989 25,190.4 2,300.9 | 27,491.3 31,701.0 6,510.6 20.5 4,209.7 13.3
1990 29,643.2 2,300.9 | 31,944.1 36,608.0 6,964.8 19.0 4,663.9 12.7
1991 33,333.7 2,300.9 | 35,634.6 41,007.6 7,673.9 18.7 5,373.0 13.1
1992 36,501.7 2,341.8 | 38,843.5 45,348.6 8,846.9 19.5 6,505.1 14.3
1993 39,311.8 2,341.8 | 41,653.6 49,356.0 | 10,044.2 20.4 7,702.4 15.6
1994 41,726.6 2,360.9 | 44,087.5 53,186.1 11,459.5 21.5 9,098.6 17.1
1985 43,772.0 2,401.8 | 46,173.8 56,721.0 12,949.0 22.8 10,547.2 18.6
1996 45,450.5 2,401.8 | 47,852.2 59,731.7 14,281.2 23.9 11,879.4 19.9
1997 47,074.7 2,420.8 | 49,495.5 62,606.8 15,532.1 24.8 15,111.3 20.9
1998 48,620.4 2,115.3 | 50,735.7 65,319.7 16,699.3 25.6 14,584.0 22.3
1999 50,122.7 2,044.6 | 52,167.3 67,790.9 17,668.2 26.1 15,623.6 23.0
2000 51,533.2 2,044.6 | 53,577.8 70,125.0 18,591.8 26.5 16,547.2 23.6
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7.7.3 Accounting rate of return

The accounting rates of return, that is the relationships
in percentage between the gross profit (before and after depreciation,
and before interest and tax) and the total investment costs (fix:d as-

set, plus working capital), have been calculated as follows (in %):
1990 1995 2000
- gross profit, before depreciation = 18,5 31,3 43,6
Investment
gross profit, after depreciation = 12,4 25,5 38,8

Investment

7.7.4 Internal rate of return

The internal rate of return (financial) of the consolidated
project has turned out at 26.4%, as the result of the discounted cash
flow (Tab. 21).

Annual sources (or income) are represented by the receipts
(sales of wine and by-products); uses by the total of the following
expenditure: esLimated actual or residual value in the year 0 of all
operative existing capital goods of Lideta and Asmara wineries (contri-
buting to the project economic results), initial investment costs (fix-
ed assets), periodical replacement of renewable capital goods, initial
working capital and successive increases, instalments for the amortiza-
tion of other investment costs (1) and annual operating costs (less de-

preciation).

(1) According a methodology based on the effective cash requirement.




Tab. 21 - INTERNAL RATE OF RETURN (FINANCIAL) OF THE CONSOLIDATED PROJECT

INITIAL REPLACENENT WORKING CA- | AMORYIZATION| ANNUAL OPE- TOTAL RECEIPTS ACTUALTZATION
YEAR FIX CF RENEWABLE PITAL AND OF OTHER RATINSG COSTS CoSTS (SALES) BALANCE
ASSETS CAPITAL GOODS | INCREASE (net cosTs {less deprec.) At 25% At 30%

0 - 1985 3,300.0(1) - - - - 3,300,0 - - 3,300.0 - 3,300.0 | - 3,300.0
1 - 1987 15,401.9 - 3,320.0 - 16,522.1 35,249.0 22,2337 -13,015.3 -10,412.2 -10,011.8
2 - 1988 9,651.4 - 730.0 305.7 21,2927 31,979.8 27,4234 | - 4,556.4 - 2,916.0 | - 2,£96.1
3 - 1989 842.9 - 1,034.0 436.2 25,190.4 27,503.5 31,701.0 4,197.5 2,149, 1,910.6
4 - 1990 - - 903.0 436.2 29,643,2 30,982.4 16,608,0 5,625.6 2,306,2 1,969.7
5 - 1991 817.2 - 870.0 436.2 33,333.7 35,457.1 41,007.6 5,550.5 1,818.8 1,494.9
6 - 1992 - 1,650.0 (2 742.0 436.2 36,501.7 39,329.9 45,348.6 6,018,7 1,572.7 1,267.0
7 - 1993 201.8 417.5 () 436.2 39,311.8 40,387.3 49,356.0 8,968.7 1,880.9 1,429.3
8 - 1994 817.2 3,964.7 . 436.2 41,726.6 46,9247 53,186.1 6,26),4 1,050.5 761.6 !
9 - 1995 - 2,450.9 . 436.2 43,772.0 46,659.1 56,721.0 10,061.9 1,350.5 948.8 Eé
10 - 1996 201.9 - .. 436.2 45,450.5 45,008.6 $9,731.7 13,663, 1,464.9 949.7 |
11 - 1997 - 2,866.7 . 436.2 47,0747 50,377,6 62,606.8 12,229,2 1,050.5 662.4
12 - 1998 1,019.1 2,554.0 ver 130.7 48,620,4 52,324.2 65,319.7 12,995.5 893,1 557.8
13 - 1999 - 437.5 Cees - 50,122.7 50,560.2 67,7%0.9 17,2307 947.3 569.0
14 - 2000 - 524.4 ees - 51,533.2 52,075.6 70,125.0 18,049.4 793.8 458.5
Residual value of the renewable capital goods 9,883.2 9,08).2 h34.7 251.0

hX 32,253.4 14,883.7 7,599.0 530,100.7 x % Total +« 1,082.7 - 2,731.6

{1) Estimated actual or residual value of all operative existing capital goods of Lideta and Asmara Wineries, which will continue contributing to the project econo-
mic results.

{2) Replacement of existing renewable capital goods (equipment of Lideta and Asmara Wineries) at current value.

(3) Tt is assumed that in the following years the seasonal liquidity gaps Wwill be covered with the accumulated net income

1,087.7

LRI, = 25+ 6
*5 G

) = 26,626

- 26,4%
NOTE: Taking into account only the purposed new investments (viz excluding the residual value of the existing capital goods of Lideta and Asmara
Wineries: 3.3 million B), I,R.¥, would be 30.2%,
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The actualization has been carried on the balance betwesn
sources and uses.

Should the residuai value of the existing capital be not
added to the new proposed investments, the rate of return would be
30.2%.

7.7.5 The recoupment period

The pay-back period criterium - often used by investors
and planners - applied to the present project has been calculated at
only 3.2 years, viz the time required to recover the initial invest—
ment.

This result is the relationship of totzl initial invest-
ment costs (including working capital) and the arithmetical average of
the annual gross profit (before depreciation) during the project life
(14 years), viz 36,552.4/11,361.3(in 000 B.) (1)

{1) Including in the investment costs the residual value of the existing operative ca-
pital goods (Lideta and Asmara Wineries) the recoupment period would be 3.5 years.

However this residual value does not represent, as a matter of fact, a real disbur-

sement for the investor.
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7.7.6 The sensitivity analysis

The economic results of the project, expressed with the
above mentioned evaluation methods, can be altered, in more or less
measure,by many kinds of errors, such as subestimations of single cost
elements (supplies of raw and packaging material, labour, etc.) or/and
overevaluation of income (wine sales level and unit prices).

The sensitivity analysis has been carried out, in this stu-
dy, on the cos:/profit results, represented by the gross profit levels
projected in the vasic period (1987-2000), by a progressive increase
of the total costs and/or a progressive decrease of the income (receipts)

It was remarked, for example, that a linear increase of
10% of the costs - assuming unvaried the income levels - would allow
to have still positive profits. Similar results would be reach should
the income be lowered in the same measure, assuming unvaried the costs
levels.

The break-even point, calculated, in the simplest form, re
gardless a break-down between fixed and variable costs, would be obtai
ned:

- by a decrease of receipts from 12.7% (1990) to 23.6% (2000);
- by an increase of costs from 14.6% to 30.1%, respectively.

All the above assumptions show that the favourable economic
results of the project are satisfactorily protected by evaluation er-
rors (see Annex 21, Tab. 1).
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7.8 ECONOMIC ANALYSIS FOR EACH PLANT

7.8.1 General

The general outlines of the project have been based on a
particular model of strict operative and administrative interrelations
between the three plants (Awash Lideta Winery, Asmara Factory and New
Winery) and, in the first two-three project years, the inclusion of
Makanissa Winery.

This mode of organization - was carefully discussed in Ad-
dis Acaba - and was in line with the expectations of E.B.C. manage -
rial staff. The Ifagraria experts, and particularly the Economist, un
derstood that, since the plants (and especially Lideta Winery and the
newly planned unit) were not to be operated as independent entities |,
separate economic and financial analyses would lead to neither practi-
cal results nor to significant parameters, not being referred <o an
actual technico-economic reality.

Consequently the project was analysed as a consolidated u-
nit becauce E.B.C. would remain the sole organizative commercial and
administrative manager of all Ethiopian Wineries and that the project
would be financed on its consolidated results and not plant by plant.

However, with the purpose to check the economic validity of
each plant, should they be considered and made independent after pro -
per restructuration, the more significant parameters used for this kind
of economic appraisal have been re-calculated.

This additional analysis is a result of a series of varia-
ble factors which have been elaborated.
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7.8.2 The feature of the plants once assumed independent

The change factors assumed for the redesign of each plant
as independent units are as follows.

Lideta Winery

According to the project general scheme, the plant will be
come a subsidiary unit bottling wine produced in the New Plant, when
operative (3Td project year). In the previous years this winery will
bottle the wine produced in the same factory (35,000 hl) and by Maka -
nissa Winery, after temporary rehabilitation (192,000 hl, in the first
and second project year). According to the consolidated approach, wi-
ne transferred to Lideta (from Makanissa and then from the New Plant )
is not paid for and bottled wine will be sold - together with that pro
duced and bottled by the New Winery, through the E.B.C.'s commercial de
partment,

Should Lideta Winery be considered an independent bottling unit, the
whole economic analysis will be the following:

wine would be purchased from the Makanissa Winery and the New Plant
at bulk wine prices;

bottled wine would be sold on the domestic and foreign market using
own transport and own trade organization;

consequently the cost/benefit analysis would take into considera -
tion different values of cost items: supplies (wine,packaging mate-
rial) personnel, consumption, utilities, overheads, distribution
costs, etc.).

New Winery

As an independent plant, it will produce, bottle and sell wine to Lide
ta Winery (in bulk) and to the market within the limits represented by
the overall progressive capacity of its containers and bottling plant,
causing changes in the bottling and sales programmes and therefore in
the cost/benefit analysis.

Makanissa Winery

It will produce wine for the first two-three years (before start up of
the New Plant), thanks to its temporary rehabilitation, with new equip
ment then almost all destined to the New Plant.
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During this time, investment and annual operating costs and sales will
be disgregarded, viz not redistributed to the two other plants.

Ketema Winery

It will cease activity before project start up. Even if no additional
cost for its temporary rehabilitation or relocation was planned, the
plant would follow producing, bottling and selling wine in the pre-pro
ject years (1985, 1986), utilizing existing equipment and personnel.

Asmara Wine Factory

A separate economic analysis, by means of parameters, was carrie< out
by introducing some variations concerning possible exchanges of equip-
ment between the plant and the Addis Ababa wineries. Other changes re
gard the increase of the investment due to the redistribution of com -
mon cost (see 7.8.3).

Musting Centres

The investment and operating costs of the planned four Centres will be
entirely costed to the New Plant.

Common costs

(a) Technical Assistance, Training, Preliminary expenses (investment)
will be distributed in the three units (Lidsta Winery, Asmara Wi-
nery, New Winery) according to different criteria, so as invest -
ment and/or sales levels;

(b) Cost for the exchange of equipment between the plants (invest -
ment) will be also distributed, but mainly imputed to the New
Plant;

(c) General overheads and sales costs (operating) will be also distri
buted. It should be underlinedthat the summatory of these costs
will be higher than the overall cost estimated in the consodlida -
*ed analysis, in which ‘iscale economies" have been assumed.

For the same reasons many other annual operating costs (supply of raw
and auxiliary material, packaging material, fuel and oil, other con -
sumption products, etc.) will be higher when separately imputed, since
in the consolidated project all supplies, services and facilities were
assumed to be carried out in a centralized system.
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7.8.3 Redistribution of the investment

The redistribution and changes, by plant, of the invest -
ment are summarized in the Tab. n. 22. The details for each plant
of the investment costs,year by year,an given in Tables 23, 24 and 25.

According to this new approach, the overall investment of
the three plants, assumed independent, would be 28,245,000 Birr, in -
stead of 28,953,000 Birr estimated in the consolidated formula.

The difference (708,000 Birr) is caused by the elimination
of the investment (after transfer of almost all new equipment to the
New Plant) for the temporary rehabilitation of Makanissa Winery
(895,000 Birr) and by an additional investment in vehicles {167,000
Birr) and related spare parts (20,000 Birr), due to the disavantage of
separate sales.

7.8.4 Changes in the operating costs and sales

Annual operating costs have been recalculated, plant by
plant, on the basis on the assumption of wine sales carried out separa
tely by Lideta Winery and New Plant, as follows:

BOTTLING AND SALES (hl)

YEAR WINE AVAI- PRODUCER
LABILITY (hl
(h1) Lideta Winery (1)| New Plant (2)
35,000 Lideta Wi
1987 (3) roera Hinery 103,000 (4) -
68,000 Makanissa Winery
1988 124,000 Makanissa Winery 124,000 (&) -
1989 138,000 New Plant 60,000 78,000
1990 155,000 ds. 60,000 95,000
1995 227,000 ds. 80,000 (&) 147,000
2000 277,000 ds. 90,000 (4) 187,000 (&)

(1) On the basis of a bottling capacity of 40 hl/h starting from 1988, and of the ove
rall capacity of the containers. -
(2) On the basis of a bottling capacity of 80 hl/h, starting from 1989,and of the pro
gressive overall capacity of the containers, -
(3) Scheduled Project first year.

4) In more than one shift, according to actual situations.




Tab.22 - REDISTRIBUTION AND CHANGES, BY PLANT, OF THE INVESTMENT

(000 B, at X1/19BS prices)

NEW WINERY LIDETA MINERY ASWARA WINERY NAKANISSA COonNuN ToIAL
INVESTHNENT WINERY c0s1S

Cons. Ind. Cons. Ind. Cons. Ind. (cons. } (cons.) Cons, Ind.

CIVIL WORKS 5,224 5,224 361 36t 220 220 133 - 5,938 5,805

EQUIPMENT 10,404 10,404 1,993 1,993 2,670 2,670 637 - 15,704 15,067

VEMICLES 542 600 219 328 219 219 - - 980 1,147

SPARE PARTS 990 a96 222 235 276 276 57 - 1,545 1,507

FORNITURE 364 364 176 176 65 65 15 - 619 605

SUCCESSIVE MOOULES 2,452 2,452 - - - - - - 2,452 2,452

MUSTING CENTRES - 807 - - - - - 807 807 807

COST FOR EQUIPMENT  XCHANGE - 230 - 20 - 20 - 270 270 270

TECHNICAL ASSISTANCE - 206 - 48 - 40 - 29 294 294

TRAINING - 40 - 6 - 7 - 53 53 53
PRELIMINARY - 100 - 18 - 22 - 140 146 140 :_,
REPAIR, MAINTENANCE - - 62 62 6 36 52 - 151 98 E;]
|

TOTAL 19,976 21,422 3,033 3,247 3,486 3,575 895 1,564 28,953 28,745




Tab. 23 — NEMW PLANT: INVESTMENT BY YEAR

(000 Birr)
INVESTHMEN:S 1987 1958 1989 1991 1993 1994 1996 1998 TOTAL
Area settlement 527 - - - - - - - 527
Buildings 2,918 i,879 - - - - - - 4,75y
Machines & Equipmert 1,856 4,826 743 - - - - - 7,425
.. from Makanissa 2,680 300 - - - - - - 2,980
.. eulargements - - - 817 - 317 - 817 2,451
.. for musting Centres - 191 - - 190 - 131 190 762
Vehicles - 640 - - - - - - 64l
Spare parts 450 609 70 - 11 - 12 11 1,163
. New Plant (450) (520 (70) - - -~ - - (1,040)
. Centres - (12 - - (11) - (12) (11) (4E)
. Vehicles (127} - (77 - - - - - (77}
“ture, e*c. - 364 - - - - - - 364
.ical Assistance - 120 0 - - - - - 190
Training - 3 - - - - _ - 34
Preliminary S0 - - - - - - - 90
Equipment exchanges - 200 - - - - - - 200
TOTAL 8,521 9,163 883 817 201 817 203 1,018 21,623

- 6LT -
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Tab. 24 —LIDETA: INVESTNENT, BY YEAR

(000 Birr)
INVESTHERTS 1987 1988 1989 TOTAL
. Area settlement 38 - - 38
. Internal buildings 323 - - 323
. Equipment 1,813 180 - 1,993
. Repair 62 - - 62
. Vehicles 320 - - 320
. Spare parts 234 - - 234
. Furniture 176 - - 176
. Technical Assistance - 40 20 60
. Training - 11 - il
. Equipment exchanges - 40 - 40
. Preliminary 30 - - 30
TOTAL 2,996 2711 20 3,287
Present value of existing
capital goods 2,500 (1) 2,509
TOTAL 2,500 2,996 2711 20 5,787

(1) See Point 7.3 year "0" in the calculation of I.R.R.




Tab. 2C-ASMARA: INVESTHENT BY YEAR

- 181 -~

{00 Birr)
INVESTMENT 1987 1988 1989 TOTAL

Area settlement 23 - - 23
Internal buildings 197 - - 97
Equipment 2,430 240 - ,670
Repair 36 - - 36
Vehicles 219 - - 219
Spare parts 276 - - 276
Furniture 65 - - 65

. Technical Assistance - 30 14 AN
Training - 8 - 8
Equipment exchanges - 30 - 30
Preliminary 20 - - 20
TOTAL 3,266 308 14 3,588

Present estimated value of

the existing capital goods

(1) 800 - - - 800
TOTAL 800 3,266 308 14 4,388

(1) See Point 7.3 year "0",in the calculation of I.R.R.




- 182 -

The main changes for this re-distribution concern:

the packaging material:

(a) the New Plant would sell wine to Lideta Winery in bulk, therefo
re with no use of bottles, corks, capsules, labels and boxes but
utilizing autotanks. Consequently sale price will be far lo -
wer. For this purpose an average price of 1,10 B/l was estima-
ted (production cost: 0.85 B/1, after depreciation); for wine
directly marketed, in bottle, production costs and sale pri -
ces are the same as given inthe report.

(b) Lideta Winery would sell bottled wine on the domestic and fo -
reign market. Therefore there will be a "transfer" of costs for
packaging from che New Plant and Lideta Winery.

fuel for transport, costs for sales and distribution: re-calcula -
ted, taking into account higher costs due to separate, and not cen-
tralized, marketing system for both plants.

As concerns Asmara Winery, the cost/benefit analysis and
the rate of return were estimated on the basis of the present semi-in-
dependent position of the plant, which will operate on Eritrean market,
although managed by E.B.C.

I1 should be noted that transitory costs and sales of Ma -~
kanissa Winery will not of course be considered.

7.8.5 The final economic results

The realaboration of all basic data and variable factors
concurring to the determination of the most relevent economic parame -
ters referred to each plant, have given the results,later on exposed.

The fact of only a little lower investment, mainly due to
the substraction of Makanissa costs for its temporary rehabilitation ,
has not caused substantial changes on the final, single results.
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On the side of operating costs and sales - therefore from
the point of view of the cost/benefit relation - the separate analyses
have given less favourable or temporary negative economic results.

Indeed, the consolidated and interrelated scheme has the
advantage to profit of all synergies stemming from an almost vertical
integration of the whole Ethiopian wine activities, with scale econo -
mies especially on the common, centralized services and facilities
supplies of raw and auxiliary material, sales (particularly on the fo-
reign markets), central management, etc. And it is for these reasons
that the project in its consolidated form, was studied and selected.

It should be clearly understood that a vertical integra -
tion - or at least a stricter collaboration - between grape production
(H.D.C.) and wine industry (E.B.C.) could further improve the economic
results.

New Winery

In 1990 the gross profit, or commercial marge related to total re -
ceipts, would be 13,8% before depreciation and 8.9% after depreciation;
in 1995 the parameters would become 17.4% and 14.1%, respectively in
the year 2000 19.0% and 16.4%.

The accounting rate of return (average gross profit during the period
1989-2000 divided for total investment, including working capital )
would be 30.6% and 25.9%, respectively before and after depreciation.
The internal rate of return has been calculated at 21%.

Lideta Winery

In the period 1987-1989 the economic paramzeters, referred to an assu -
med independent unit, would be negative or slighty higher than the
equilibrium or break-even print. 1In the following period the commer -
cial marge would raise to about 10% and 7%, respectively before and
after depreciation.

The internal rate of return was estimated to be only 5%.

Aumara

Similar results have been estimated for this plant: in the year 2000 a
commercial marge of 9% and 8%, before and after depreciation, respecti
vely.

The internal rate of return was estimated to be 7%.
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Due to the above mentioned lower eccnomic results, higher
costs will lead to higher sale prices, in order to outain reasona -
ble profits.

However Lideta Winery would be obliged to sell wine at u -
nit prices not higher than prices appiied by the New Plant, of course
for the same kind of wine.

Only Asmara Winery could sell at higher prices, since the
plant operates in a isolated market, in Eritrea, practically without
commercial relations with the Addis Ababa wineries.

In conclusion the economic result of each plant as indepen
dent entities would be lower, especially for Lideta Winery, as a bot -
tling unit (with exception in the first year project), detached from
the New Winery, in whir" it produces wine.




- 185 -

7.9 ASSUMED PROJECT FINANCING SCHEDULE

The project financing will be, of course, discussed in due ti
me.

With the main purpose to check whether the project can be fi-
nanced with its internal sources (the receipts), the following scheme has
been assumed:

Basic data (rounded figures) 000 B. 000 US §

. Financiable investment 36,550 17,660
.. initial investment 28,950 13,990
.. working capital (1) 7,600 3,670

. Investment cost in foreign curren-
cy (19,479 + 761) 20,240 9,780 = 55%

. Investment cost in local money
(9,474 + 6,839) 16,310 7,88C = 45%

Assumed financing scheme

Soft loan of external sources (bi-
lateral governmental agreements )
nearly covering equipment (and spa
re parts), technical assistance and
training (18,460) 8,920 = 0%

Loan of International Organization
(World Bank, etc.) (8,610) 4,160 = 24%

. Ethiopian Government (investment in
local money) 9,480 (4,580) = 26%

(1) As a contribution on the operating costs during initial years.
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Loan conditions

. Soft loan
.. interest 3.5%
.. cover period: 10 years (1989-
- 1998)
.. grace: 2 years, during cons -
truction, with interest, to
be capitalized

. Interrational loan
.. interest: 8.5%
.. remaining conditions: the sa-
me

. Ethiopian contribution has been
considered "own funds" (statal
partecipation on E.B.C. wineries)
therefore free of interest

The introduction of the debt service in the project cash-flow
would cause a decrease of the rate of return from 26.4% to 17.2%, a level
to be considered quite satisfactory (1).

Annual gross profit after loans interests (before or after de
preciation) would of course decrease only of some points, without at any
rate affecting in appreciable measure the good results obtained in the
operation (2).

(1) According to above mentioned financial schedule total accumulated interest generated
by the loans (27.07 million Birr) would amount to 9.63 miliion Birr); annual repay -
ment instalments to 3.67 million Birr for an accumulated total of 36.7 million Birr.

(2) The distribution by year of the interests depends upon the methodology selected orre

quired for debt amortization (constant or progressive instalments).
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7.10 ECONOMIC RESULTS: EFFECTS OF THE PROJECT ON THE NATIONAL ECONOMY

7.10.1 General

In. its implementation stage and during its life, the project
cause direct effects, quantifiable in more and less measure:

a) On the balance of payment;
b) on the national budget;

and indirect general effects, not quantifiable (or hardly valuable) on the
national economy.

7.10.2 Effects on the balance of payment

It was estimated that, during the first project 1¢ years(1987
2000), the total outflow of foreign currency, represented by the initial
investment costs, the periodic replacement of renewable capital goods and
the accumulated annual cperating costs would reach about 90.1 million
Birr, covered by an accumulated inflow of 88.8 million Birr, represen -
ted by wine export in the period (an average of 6.34 million Birr yearly).

The deficit would be of only 1.3 - 1.4 million Birr, being
98.5% the relationship between inflows and outflows(see following Tab.26)

In this connection two important remarks must be made. Firs -
tly, the above analysis is based on the real or cash exchange outflow and
inflow, viz by the financial point of view. Taking into account the "eco
nomic'" value of goods and services (for investment and annual operation )
paid in local money, but totally or partially of foreign origin, the sha-
re of foreign exchanges would rise, according a rough estimate, to about
93 million Birr, therefore with a deficit of 4.2 million Birr, at any ra-
te, not much far from that previously estimated.

In the second place, the above results. refer to the starting

project period during which all initial investment are carried out. In
the time in which only the renewable goods will be replaced, exchange ba-
lance appears clearly positive, especially should the new winery use a

growing quantity of fresh grape instead of imported diry raisin.
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Tab.n.26 - ESTIMATED OUTFLOW AND INFLOW OF FOREIGN CURRENCY
IN THE PROJECT LIFE (1987-2000)

(in 000 Birr, at XI/1945 prices)

ESTIMATED
TOTAL SHARE IR
DESCRIPTION 4
VALUE FORE LGN
CURRENCY
QUTFLOW 573,937 90,130 15.7
Initial investment costs (Tab. 15 ) 28,953 19,480 67.3
Replacement of renewable capital goods
(Tab. 1, Apnex 16 ) ib,884 12,250 83.0
Equipment (12,320) (10,902) (88.5)
Vehicles (1,960) (1,176) (60.0)
Non technologic equipment (604) (272) (45.0)
Operating costs (Tab. 16 and 1 of An
nex n. 17) L 530,100 58,300 av.11.0
INFLOW
Export of wine (Tab, 1 ., Annex 19 ) 88,780 88,730 100.0
BALANCE {1987-2000) X -1,350 X
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7.10.3 Effects on the national Budget

In order to know—-and possibly to quantify - the direct effects
of the consolidated project on the national Budget, both the 'financial "
values of investment and of operating costs have been converted in 'econo-
mic"” values, the latter representing the net real cost of the project for
the national economy.

Therefore all "transfers" to the national Budget have been sub
tracted from the financial costs. They are represented by all duties and
taxes emerging in the route leading to the final acquisition of the goods
and services involved in the project: custom duties and taxes on imports
and all other internal taxation (income tax; turn-over, transaction, sa -
les, excise, tax, etc.).

This kind of analysis, would require, of course, the full
knowledge of the national taxation system and a breakdown of each item
{investment, annual expenditure) by cost elements through the '"chain of
price" (C.I.F. or supplier price, transport, labour, fuel; cost in local
money and foreign currency; etc.).

Data reported later on are the result of local information and
technic-economic parameters characteristic in similar projects and/or sug
gested by International Organizations. They must be, therefore, retained
approximative, but sufficient for the present feasibility study purpose.
Vice versa no additional burden for the national budget was assumed as an
effect of governmental subsidies granted to project operation.

7.10.3.1 Economic value of the investment

The economic value of the initial investment was estimated at
25.8 million Birr, 89.3% of the correspondent financial cost (almost 29
million Birr). The conversion parameters for each item or group of item
vary from a minimum of 76% (vehicles) to a maximum of 100% (training).The
results are shown in Annex 22, Tab. 1.

Including the periodic replacement of the renewable capital
goods, the total economic value of the investment in the whole period1987
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~2000 would be 39.3 million Birr, 89.7% of the financial cost (43.8 mil -
lion).

The difference of 4.5 million Birr can be considered a trans-
fer to the national Budget (1).

7.10.3.2 Economic value of the operating costs

The summatory of the operating costs in the project life is
530.1 million Birr, of which 58.3 million to be considered an expenditure
in foreign currency (see Annex 17).

The correspondent economic value, obtained by deducting all
the transfers considered in the previous point 7.8.3.1, was roughly estima
ted at 454 million Birr.

Also with this purpose each cost item has been separately ana
lvzed, taking also into account the break-down of these costs payable in
local money and in foreign currency.

The conversion parameter (85.7%) was obtained through the
weighted average of the parameters referring to the single cost item: from
a minimum of 54% for the imported dry raisin (due to high custom charges)
to a maximum of 97% for the fresh grape, being assumed, in this study, that
no real economic transaction will occur between the saler (Horticulture De
velopment Corporation) and the users (H.B.C. wineries).

(1) As regards the economic analysis of labour cost, see the follewing point,
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Particular treatment was devoted to salaries. Transfers are,
of course represented by the amount of social charges and income tax. But.
the methodology to give an '"opportunity" cost of zero for the unskilled
labour has also been followed (1}.

7.10.3.3 Final results

The total amount of the financial transfers to the National
Budget during the project life (2) has been roughly estimated at 80.3 mil
lion Birr, out of which 4.5 million referred to investment (initial, re -
placement) and 75.8 million referred to operating costs.

The yearly average is around 5.74 million Birr. In the fr
wing years this level will be very likely influenced by a lower trans...
flowin; from operating costs.

(1) The same procedure was followed for labour as a cost component of many investment i-
tems, particularly in the civil works.

(2) As amatter of fact, in this project a "normal'year - after which all econamic  data
would remain unvaried - was not conceived, since a further increase of wineries acti-

vity was properly assumed.
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7.10.4 Other direct and indirect effects of the project oa the national
economy

Due to the relative weight of this kind of project on the who
le country socio-economic framework, also its direct and indirect effects
not quantitatively expressed, are expected to be limited in proportion
but, at any way, involving many sectors of activity.

For example, the steady increase of the wine production will
not fail to stimulate new initiatives (or to develop the existing ones )
in the field of material and input supply: bottles, cardboards, crates ,
cork and other packaging material, construction material, equipment imple
ment, workshops and other industrial and commercial facilities (including
transportation), with possible import substitution, increase of value ad-
ded in the interconnected sector of agriculture, industry, commerce and o-
ther services, as a contribution to the country's G.D.P.

Since its implementation and development, the project will
contribute to raise the labour training, also through the foreseen pro -
gram of technical assistance.

Due to the proposed new restructuration of the wine sector
(two wineries will cease producing) based on higher technologies, employ-
ment will not increase in number, but labour quality will certainly rai -
se, also thanks to the planned training and technical assistance pro -
gram (1),

(1) On the other side there will be an increase of labour in the agricultural sector (plaﬂ
ned development of Ethiopian vineyards) and in all other sectors (secondary and tertia
ry) as a consequence of the mentioned new initiatives.




8. CONCLUSIONS AND RECOMMENDATIONS

The different kinds of evaluations presented in the previous
Chapter have widely proved that the project, in its consolidated form ,
is feasible both by the financial and economic point of view.

The project was conceived taking into account the contractual
requirements, in the framework of the national economic policy targets
and in particular, those of the 10-Year Perspective Plan.

In the medium -long term there will a considerable increase in
foreign exchange earnings,-as a result of a surplus from wine exports a -
gainst the outflows representing the purchase of equipment and other imports.

A further development of the latter depends exclusively upon
a parallel development of grape production in the country and the favoura
ble reaction of the foreign markets, always respecting the condition that
exported wine must be made only from fresh grape and marketed at competi-
tive prices.

With the purpose to support wine exports, as far as national
grape production will be in condition to grant the required supply, an
effective promotional campaign must be carried out, also at governmen -
tal level, since the first years of project operation, also with the aim
to decisively improve the image abroad of the Ethiopian wine.

In this connection the suggestions presented in the Chapter 3
(Market Study) have to be reminded.

Price policy for wine export must constantly adapt itself to
changing international market, in one wcrd to respect, in each purchaser
country, the '"import parity price' principle.

A policy based on elastic prices ic recommended for sales in
the domestic market through a constant analysis on wine and other bevera-
ges consumptions (changes of taste, development of sales by kind of wine
or kind of income class, etc.).

The Ethiopian present regime of wine quasi-monopoly (produc -
tion and sales) will facilitale this kind of price policy, both in the fo
reign and domestic market.
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The Consultant suggests a constant proper use of all equip -
ment: this task is facilitated also by the technologies, selected in view
of local conditions, particularly as regards labour skilfulness adaptabi-
lity and employment requirement, and by the planned training and techni -
cal assistance program.

Toc advanced or too automatized processes - current in the in
dustrialized countries - have been avoided. Moreover much of the equipment

is based on endurance (high use of stainless steel) and eas; maintenan -
ce.

The project success must be supported by external factors ,
mainly represented by technical and social infrastructure, among which it
is worth reminding an improvement of all facili'!es connected with the wi
ne precessing and sales: means of transport, roads, communication, energy
and water supply, special credit and investment occasions (especially for
the vineyards development) and, in general, easier and timely services in
the framework, of course, of the national economic policy.

A particular recommendation is devoted to all requirements con
nected with the import and transport operations of equipment and other sup
plies through Assab, bearing in mind that all delays in delivering them
to wineries would cause increases of the final production cost of wine.
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GROSS DOMESTiC PRODUCT

ANNEX 1




Tab. 1 - GROSS DOMESTIC PRODUCY BY ECONOMIC SECTOR AT CURRENT FACTOR COST

(1976/77-1983/84)

(million Birr)

DISTRIB. %

1TERS 1976/177 1972/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 (1) 1983/84
Agriculture sector 3,192.5 3,482.4 J,656.4 3,821.9 4,071.5 4,061.8 4,388.7 4,497,9 47.8
- Agriculture 3,068.7 3,330.9 3,514.6 3,723.6 3,878.9 3,857.0 4,166.6 4,268.3 49,3
- Farentry 118.9 13,7 136.7 143.3 189.2 200, 4 212.5 223.9 2.4
- kunting and fishing 4.9 4.3 4.9 4.9 3.4 3.6 4.6 5,7 0.1
Qther commodity sector 899.2 894.2 1,046.4 1,189.4 1,258.3 1,296.6 1,405.9 1,473.3 15.7
- Mining and quarrying 1.0 7.8 1.8 8.1 8. §.6 9.7 13.0 0.1
- Manufacturing 326.3 360.8 471.9 $33.5 564.5 584.1 655.9 670.1 1.2
- Hanacraft and small industry 2741 275.3 286.4 196.% 306.9 3.8 328.3 349.1 3.6
- Building and constructions 238.7 211.0 229.4 295.§ 320.8 32¢.8 346.0 385,.7 4.1
- Electricity and water 39.1 33.3 ng 59.4 58.0 54.3 62.0 65.4 0.7
Services 2,064.6 2,125.8 2,383.7 2,563.4 2,170.5% 2,940.4 3,217.2 3,441.8 36,5
- Whole sale and retail trade $79.0 $91.8 7434 812.2 853.4 B93.4 980. 6 1,036,2 1.0
- lransport and czmmunication 294.1 298.2 332.3 385.1 368,5 bbb, 523.8 542.1 5.8
- 8anking, insurance and real estate 146.5 162.9 202.3 244.5 291.7 278.1 326.% 294.9 3,
- Public administration incl. Defense 431.2 482,27 487.1 $10.2 584.5 617.4 694.4 751.2 8.0
- Qanership of duelling 193.1 193.4 196.3 200,2 206.3 212.0 217.9 223.9 2.4
- fducational services 158.1 143,17 157.0- 164.0 178.2 196.4 224.,0 266.3 2.8
- Medical and health services 45,7 40.4 44,0 48,2 52.5 S4.4 158.8 66.7 0.7
- Domestic services 65.3 65.9 66.6 67.3 68.0 68.7 69.4 70.1 0.7
G2P at current factor eost 6,146.3 6,487.4 7,086.5 1,624.7 8,100.3 8,298.8 9,067.8 9,43.0 100.0
of which non-agricultural GOP {2,953.8) (3,019.9) {3,430.1) {3,757.1) {4,028.8) (4,237.0) (¢,679.1) {4,915.1) (52.2)
Indirect taxes net of subsidies 680.0 741.8 880.7 800.9 806.2 80,6 [ 948 1,067.5 10,2 (2)
GDf at current market prices 6,826.3 7,229.9 7,967.2 8,429.9 8,806.5 9,169.4 10,015.9 10,480.5 -
Annual rate of growth ot GOP - 5.5 9.2 1.6 6.2 2.5 9.3 3.8 6.2 (1)

(1) Planned target
{2} Of the GDP at current market prices
{3) Annual average growth arte 1976/77-1983/84

1]
Source: Kational Revolutionary Developsent Campaign and Cent:;al Planning Supreme

N

Council Secretariat (in

“Quarterly Bullettin of National Bank of Ethiopia", June 1984 (last issue)

- €/1°V -




ANNEX 2

STRATEGIES TO BE ADOPTED IN THE 10-YEAR PERSPECTIVE
PLAN TO ACHIEVE THE OBJECTIVES FOR A FURTHER

DEVELOPMENT OF THE ETHIOPIAN INDUSTRIAL SECTOR




- A.2/3 -

STRATEGIES TO BE ADOPTED IN THE 10-YEAR PERSPECTIVE
PLAN TO ACHIEVE THE OBJECTIVES FOR A FURTHER
DEVELOPMENT OF THE ETHIOPIAN INDUSTRIAL SECTOR

Increase utilisation of capacity;

increase level of investment;

introduction of training and incentive schemes including piece rates
and boosting labour moral;

strengthen and establish maintenance facilities;

strengthen and establish quality control facilities;

save and earn foreign exchange by strengthening the practices of pur -
chasing, storing and consumption of raw materials, by substituting im-
port by domestically produced materials and by manufacturing more fo -
reign exchange earning products, particularly food, leather "and texti
le products;

organize handicraft sector into producers co-operative and subsequen -
tly into small-scale industries;

develop design and engineering research for selection of appropria -
te technologies;

co-operate with foreign investors in export oriented and technological
ly sophisticated activities;

improve organization of the sector by strengthening and establishing
new state agencies to render services to the sector and by bringing un
der the supervision of the Ministry of Industry plants presently opera
ting outside it;

create employment opportunities by taking appropriate measures in raw
materials procurement, opening new marketing and introducing favoura -
ble lending and tax policies, and by expanding small-scale industries
through co-operative, mass organizations and individuals;

establish factories in the various regions by exploiting the natural
resources of the country and adopting a policy of regional development,
strengthening the regional offices of HASIDA and the linkages between
small and large-scale industries.
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ANNEX 3

WINE MARKET STUDY

THE DOMESTIC MARKETING-MIX OF THE ETHIOPIAN
WINE

THE FOREIGN MARKET OF THE ETHIOPIAN WINE
THE FOREIGN MARKETING-MIX
MODELS OF COMMERCIAL ORGANIZATIONS

INTERNATIONAL LEGISLATION ON WINE PRODUCTION
AND TRADE
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A. THE DOMESTIC MARKETING-MIX OF THE ETHIOPIAN WINE

A.1 PASSAGE TO A "MARKETING-ORIENTED'" VISION AND THE RIGHT POSITIONING OF
THE PRODUCT

From the purely technical point of view, the marketing-mix a-
nalysis consists of breaking down the product - the Ethiopian wine - into
its characteristic components (produc:, price, distribution, promotion).

Before dealing with this matter, it is necessary to introduce
the subject from a methodological point of view, describing the market ap
proach according to the '"marketing" policy.

At the origin of every marketing strategy, there is an exact
definition of the target to achieve and of the necessary 'steps” needed
for this purpose. It is therefore determinant for every action to be un-
dertaken, to determine the exact positioning of the product.

Positioning is the most suitable sale policy in one or more
market segments, to be reached by the product. Therefore a choice must
be made onwhich consumer's needs have to be fulfilled and whom "must be"
satisfied.

Afterwards, it will be proceeded firstly from a market vision
oriented only towards the product and its "physical' production, then to
arother one oriented towards the market and consequently towards the con-
sumer or that specific class or classes of consumers (chosen as a target,
to be reached), buyer of the product. All consequent actions will be the
refore referred to the fulfilment of his needs, tastes and requirements.

In order to achieve the best attainment of sales targets and
profits, it is necessary to anticipate the tendencies of the chosen mar -
ket segment or segments, promptly conforming the marketing approach to
the consumer needs.

A market segment will be subdivided in undersegments of con -
sumers with homogeneous peculiarities and needs in their consumption ten-
dencies.




These segments will be the target to achieve through the op -
timal combination of the marketing-mix elements (product, price, distribu
tion, promotion).

As a consequence of the wine positioning, the instruments of
the marketing-mix should be chosen for attacking (according to aims, ca-
pacity, dimension and nature of the Ethiopian market) the market segment
or segments representing the main goal.

From an analysis of the Ethiopian beverage sales it was obser
ved how wine holds the 4th position in the market with 7%, while beer
holds the first position with 44%. Therefore it is important to foresee
the future market share represented by the wine.

To this purpose the following questions have to be assessed:

a) to which class or classes of consumer apply to;

b) whether wine should be positioned as table product, soft drink or in
both segments;

¢} what kind of actions should be carried out in regard to bezer, now re-
presenting the most competing product, taking into consideration that
both products are under a monopoly system;

d) how many brands and which type of wines shall be put on the Ethiopian
market;

e) which price and packaging policy;

f) what kind of promotional and advertising actions should be carried on.

A full evaluation of items d, e,f will be carried out in the
following chapter. Items a, b, ¢ regarding the product positioning will
be dealt below.

In a competing market situation, the selection of the consu -
mer class, to which the producer must refer, is determined by the price.

Adapting this definition to the Ethiopian beverage market ,
which is urder a monopoly regime, it is worth observing that the high pri
ces puts the Ethiopian wine in the upper or medium-upper consumers sec
tion, enjoying a higher purchasing power. As a matter of fact, even lo -
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wer pric> wine (Sariss) should be incorporated in the upper-medium sec -
tion of the market taking into consideration certain economic indicators
like the PNB pro capita (130 $), the daily purchasing power (0,67 Birr )
and the relation urban population/rural population (11,3% - 88,7%).

It was estimated, on the basis of existing data on the Ethio-
pian sales of wine (quantity per kind and price), that the weighted avera
ge unit sale price is about 3,20 Birr/litre, corresponding to 2,40 Birr
per bottle of 0,750 litres.

This price turns out to be very high, since in other produ -
cing countries it is possible, for the same price, to buy high quality ge
nuine wine.

Quality is a determinant element, because wine is a prnduct
long since appreciated, and also considering consumer to whom it is aimed
for. This second aspect must be attended to and evaluated more accurate-
ly by Awash Wineries.

As a matter of fact, the wine in Ethiopia, both as a table -
beverage and as a soft drink, faces the direct competition of beer, bene-
fiting of excellent sales and a deep-rooted purchasing tradition.

Both w.ne and beer are products managed by the same Goverment
agency, in a monopoly regime. Thus, the E.B.C. should choose between an

istitutional policy, addressing a direct appeal to the consumers for a
greater use of beverages in general, and a product poliey, v 1 the purpo-
se to encourage a greater consumption of the product-wine, in order to

reach a higher market share, but, on the other hand, penalizing the remai
ning beverages.

A.2 THE MARKETING-MIX: DEFINITION, METHODOLOGY, OPERATIVE STRATEGY

Tne scheme reported in the following page - a " marketing
wheel'- is a synthesisof what will be illustrated later on (product, qua-
lity, packaging, price, distribution, etc.).
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The markeiing-mix is th best arrangement of marketing ele -
ments in order to determine the result of every strategy.

Marketing activities, carried on by the firm with the purpo —
se to introduce its products in the market, must be combined among them
through the 4 foundamental mentioned channels (product, price, distribu -
tion and advertising) in a careful plan determining the final result of
each company action.

Eveiry channel of the marketing-mix will be duly analysed: the
findings will be compared to the present Ethiopian situation.

A.3 ANALYSIS OF MARKETING-MIX COMPONENTS
A.3.1 The product

The product represents the center of the marketing policy of
a firm: in the specific context of marketing-mix it is the element on
which price, distribution, advertising and promotion as well as other par
ticular or complementary factors are based on. The role entrusted to the
product in the mix is that of responding in the best way to consumer de -
mand and market. On the contrary, should the product introduced in the
market respond more to the firm requirements than to market demana, (al -
though it has other effective mix factors), it will not have many chance of
a real success.

Product is the most important marketing-mix component, since
all the remaining elements depend on it. It is the fundamental element on
which all mix relates to in order to effectively satisfy the consumer
needs and expectations.

In this context, product is the turning point of all the mar-
keting elements and not an element apart. First of all, it will concern
the market demand and supply and then the consumer in particular, distri-
bution channels, price policy, promotional and communication strategies ,
selling actions. Product will be regarded in its dynamic deveiopment ,
together with its particular aspects, everything being fully dependent on
market changes and general environment.




So, even product management becomes a valid marketing mix
element, satisfying market requirements and consumer demand, coping with
competitors and taking advantage promptly of technological changes causing
an extension of its life cycle, so preventing its obsolescence.

In order to demonstrate the validity of the above principles ,
the Graphic n°® 2 describes the product life cycle together with mar -
keting actions and policies that the Ethiopian Beverage Corporation should
put in practice, in order to keep under its control the beverage market
trend, especially as far as the wine is concerned.

These methodological suggestions aim to induce Ethiopian wine
producers in changing their production organization. Since the Ethiopian
wine has always been sold as '"the product”, in the future the product-
must be what the consumer wants to buy.

This kind of approach would limit,among other things, the
continuous and sudden changes in the beverage market and would favour a
better knowledge of it.

Therefore, the prevailing equation should be: consumer supre-
macy over manufacturing firm.

A.3.2 The quality

The main feature of any food-stuff is the quality, synonimous of
a good, natural, reliable and tempting product. As far as the product wi
ne is concerned, this aspect is even more important, since the latest ten
dencies of wine commercial valorization aim to its genuinity.

The preliminary appraisal referred to tests carried out on
two Ethiopian wine brands regarded as vintage wine: Dukam and Kemila. Re-
sults have been negative since both brands turned out to be of inferior
quality. Therefore it is necessary to improve processing techniques. As
already suggested, the E.B.C., will have tu scirengthen its relations with
the vineyards owner: the Horticultural Deve.opment Corporation.
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LIFE CYCLE OF THE PRODUCT (L.cpr)
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The increase of wine production from fresh grape should be
givenurgent attention, since any markecting strategy aiming to gain suc -

cessfully the market, is based on the quality.

Quality must be a production target in order to become the
best commercialization instrument. This aspect will be duly evaluated la
ter on, when Ethiopian wine perspectives in the foreign market will be
analysed. Since in Ethiopian there is no real tradition in taste and

wine consumption, the qualitative aspect is not at the moment essential
for local consumers.

However the possibility to use in the future more and more
fresh grape, even if blended with Jry raisin, is worth taking into consi -

deration.

A.3.3 The packaging and bottling regulations
A.3.3.1 Packaging

Commodity packaging is a very relevant and delicate aspect
related to the aims to be achieved. Some suggested actions, connected
with physical production and distribution, are called technical goals.
Others, strictly related to the market and to the product sales within the
markets, are called marketing goals.

Technical goals

The selected packaging allow its filling up by utilising the
existing machineries, Filling and labeling operations must be carried
out speedily, avoiding break-downs and other inconveniences. Packaging
must be easily placed in containers; storage will take place involving mi
nimum space.

Marketing goals
They are following:

a) packaging size;
b) selection of raw material;
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c) shape;
d) labels (size, colours, drawing);
e) text.

These items will allow a tz2tter entry and presentation of
the product on the market.

A.3.3.2 Bottling marketing producers

The bottling involves: bottle selection ; cork selection and
capsule selection; packaging; wrapping.

Bottle selection

Since there is a great variety of bottles, it is necessary to
choose the bottle, according to the kind of wine to be sold. The Ethio -
pian industry has at its disposal: the litre (100 cl), the half a 1litre
(50 cl), the saint-galmier (90 cl), the Angid (75 =1), the Angid and Tou-
raine derivation (35 cl), the Borgogna (75 cl), the Champegnotte (80 cl),
the Veronica (72 cl). In regard to the mass production, it is advisa -
ble to bottle in bigger containers, as the magnum bordolese (1,5 1t).

Some suggestions are the follcwing:

- low income consumers: one litre, white bottle;
- medium and high income consumers: bordolese white bottle (75 cl).

Cork and capsule selection

In order to reduce production costs and sale prices, espe -
cially for medirm-low income classes, metal caps are suggested. For hi -
gher income consumers, the use of half-length paraffined cork (see Ta -
blen® 1 ) is recommended. Protective capsules should be made of tinned
lead or plastic.

Packaging

The bottle packaging is an important element in bottling. It
includes the label application and the bottle collar.
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Tab. 1 - CHARACTERISTICS OF THE MOST COMMON CORKS
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Labelling

Labelling procedures are very strict and accurate, so that the
buyer couid not be mistaken. It is suggested that the Ethiopian wine in-
dustry use label logotype designed by a copy or a graphic or a skilled
printer (7).

Wrapping

It is very imnortant because it involves two elements: the
box price and the safety of the bottle. The suggested card-board box must
be very resistant to perforation. Boxes will be closed with clips, adhe-
sive tape and glue. It is essential to metal strap the boxes.

A.3.4 The price

High prices of the Ethiopian wine are influenced:

- by relatively high production costs (imported material, bottles, ex -
cess of personnel, etc);

- by a high taxation on the factories gross profit (50%) .
Very likely also distribution cos*s could be lower should a more ratio-
nal sectorial structuration be introduced.

High taxation can be justified by the fact that wine is consi
dered a luxury product, at any rate not an essential product for the po -
pulation, like food-stuffs.

In spite of this taxation, net profits can be considered at a
reasonable level, even if they showed constant decrease during the last
4-5 years, due to the progressive increase of the costs, not compensated
by higher sale prices, held unvaried in this period.

() European regulations on wine trade establish that the logotype must
be homologated by the International Labelling Committee in Paris.
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In order to increase the consumption, mainly the habit in
wine consumption, it is necessary to introduce a price policy aiming at
reducing production costs, surcharges on profit, and taxation, so to ob
tain a lower sale price.

This result is related also te the above mentioned packaging
costs reduction and to a distribution and advertising policy, not in -
volving high expenses.

It is fundamental, at this stage of the marketing, to
switch from the present concept based on a small sales volume with high
prices and high profits, to the real "marketing-oriented" policy, ai -
ming at satisfying the consumer needs with the application of lower pri
ces.

Consequently, there will be a higher sales volume where low
er prices are concerned, always aiming at the kind of product and mar -
ket segment to which is referred to.

Even if such a policy would very likely involve low profits
for the firms ("), it is important, at this stage of product life cycle
and competing beverage market trend, to identify the wine consumption
habit and the product "popularity", instead of carrying on a policy main

ly based on production and profit, without considering both market and
consuner,

(") It is worth remarking that the reduction of the firms profits could

turn out to be negligibie taking into account the higher volume «f
wine sales,




A.3.5 Distribution and sales

The distribution and sales policy involves all the aspects
regarding the product shifting from manufacturing site to the selling
point.

As far as wine market distribution is concerned, the firm
must be in condition to reach as many selling points as possible, also
ensuring the safe delivery of the product. In this matter the main problem
to be solved, is to choose the right market distribution channel.

In a standard market situation, the specific distribution
and sales goals to be achieved are: sales volume and quotas definite -
ly settled; distribution techniques; number of selling points; sales a-
gents,

The present policy carried on by Awash Wineries on the do -
mestic market is to devide the selling points in two sectors: Addis
Ababa (12 areas + 1 special) and Provinces.

Each area of Addis Ababa has an average of 250-300 custo -
mers (mainly private groceries and bars) to which wine is directly deli
vered by the producers by means of their own means of transport and sa-
lesmen . So the producers are wholesalers at the same time.

The same method is used in the provinces near Addis Ababa ,
where deliveries are carried out by company trucks.

The Awash Wineries employ a limited number of sales agents
for distant areas, not reached by their trucks.

All the operators in this distribution system will follow
belonging to the governmental organization or controlled by it. It is
worth remarking that, due to the expected development of the domestic
sales, the system based on direct and capillary deliveries will invol-
ve more and more the use of means of transport and personnel, causing
higher costs.
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The producers' distribution approach can be therefore re-
ferred to as '"direct”. Since the wine partners in the distribution net
work are those of the traditional system (wholesalers, retzilers), or
of the associated trade (major distribution channel: agents, volunta -
ry chains, consumption co-operatives) or of the catering, the Awash Wi
neries distribution choice can be based on the following indications:

. to establish their presence on the market with a more direct ap -
proach, using their own representative offices, opening stockage wa
rehouses; this would involve higher expenses being necessary to in
crease the number of cars (purchase of one convertible - tanker
truck);

. to stimulate new openings in the Ethiopian market by promoting the
presence of major distributors and by increasing the number of the
agents.

A.3.6 Advertising and promotion

Some kinds of advertising mentioned at this peint are not
allowed in the country, *they are to be retained as examples commonly
followed in the wine production countries. Of course the Ethiopian Au
thorities could, in the future, take into consideration the possibili-
ty to introduce modifications in this matter, with a view to support
wine market.

Advertising and promotion are relevant conditions in order
to give wine the characteristics of a mass product. Therefore any di-
spersion has to be avoided. Ethiopian advertising resources, even if
not comparable with those exploited in the industrially developed coun
tries, must be concentrated and organized in a general framework of
a promotional policy.

Communication and promotion investments have to be evalua-
ted, prepared and aimed at, in the 4 different market segment areas ,
viz: 1) wine for high income classes; 2) wine for medium income clas -
ses; 3) wine for low income classes; 4) soft-drinks.




This kind of promotion policy has to be necessarily con -
stant and conform to the market, giving an image of continuity and cre
dibility to the consumer, involving even the distribution.

As far as promotion is concerned, the most effective poli-
cy is to put the wine directly on the consumer's table. For this rea-
son the initiatives carried out in selling points will allow the firms
to establish a direct contact with the consumer.

Another kind of promotion could be that offering a special
incentive as prize competition, inserting under the bottle metal cap
a prize, consisting for example, in some other bottle of wine.

Among the advertising and promotion means, the press (local
newspaj 'rs, magazines) plays a relevant role. Other initiatives to sug -
gest in order to reach successfully the consumer are the following:

. to organize wine tests and wine parties for the insiders:distributors,
wholesalers, hotel managers, caterers, purchasing managers of major di
stribution channels, sommeliers, important persons, etc.;

. to meet qualified journalists during press conferences, especially for
the foreign market;

. to attend and to be present at foodstuff fairs, surveys on catering ,
hotels and communities;

. to organize special discount weeks in hotels and supermarkets;
outdoor advertising: street billboard, car cards appearing on trucks ,
buses and taxis.

A.4 MARKETING CRITERIA ON WINE SELECTION

The above mentioned market approach has been referred to as
"marketing-oriented", since it suggests to the producers the consumer ten
dencies, instead of the market ones. This strategy has been adjusted t;
each marketing-mix element, through methodological approaches based on the
existing si’uation in the Ethiopian wine companies.

The production stage, dealt with in this paragraph, is one
of the most important, since i. ratifies the firm production policy sug -
gested by the analysis of the market scgments to which the company wants
to refer to. The next step, after the product positioning, will be the
wine selection, for which marketing provides the following methodological
strategy:
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1st Stage

Classification: the existing products can be selected according to sales
promotion, quality, market quotas and profit index. Often this evalua -
tion puts in evidence the necessity of increasing the development of some
products and the abolition of others. In this connection, a reduction of
the presently wide range of products existing on the Ethiopian market is
suggested.

2nd Stage
In order to choose the right products, the procedure . must be gradual:

a) sales promotion:for products' having a good trend;

b) quality: gathering all data provided by the Research and Develop -
ment Production Department, according to consumers' tendencies;

¢) profit: for the products having the highest profit margins;

d) final study aiming to the selection of the more suitable products: to
be carried out after having selected, evaluated and assembled all the
available data.

3rd Stage
After having selected the best products (wine), a further selection will
be carried out according to price:

-~ low income classes:2 qualities of wine;
- medium income classes:3 qualities of wine;
- high income classes:2 qualities of wine.

4th Stage

Use of wine as a soft-drink. Selection of one quality of wine to be in -
troduced on the bar market, having the characteristics of a sparkling ta-
ste,

The suggested strategy is very circumstantial, since it inclu
des a study phase (1st and 2nd stages) in which the firm evaluates all
the existing data (selling data, market quotas, profits) and a production
phase in which the position of the Research and Development Lab becomes
essential because the wine production should be improved according to con
sumers requirements and taste.

Up to now the Awash Wineries have not thoroughly studied the
beverage ~ and in particular - the wine market trends. It is therefore
essential to create a marketing unit in the Awash Wineries, in condi -
tion to provide up-to-date data related to market trend, consumer require
ments, management, etc.
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With the purpose to suggest proper wine selection practices ,
IFAGRARIA wine market expert carried out - with the full collaboration of
the E.B.C. - a special survey based on the available data regarding do -
mestic sales of wine (by kind, quality and packaging), beer and soft-
drink, constantly related to the final consumer apparent social and geo -
graphic segments.

Here are some results and recommendations.

Low income consumers

To this segment of consumers, representing the highest market
quota,the Awash Wineries offer the Sariss, the cheaper wine. T'.2 purpose
is to privilege theseconsumers by implementing a promotional price cam -
paign in order to increase consumption. It is furthermore necessary to
improve the quality (more advanced production techniques) and the packa -
ging of the Sariss, by introducing in the market a new quality of wine
(with different characteristics) at low cost which could become an alter-
native purchase for this class of consumers.

Suggested price: Birr 1.20-1.50 per bottle (0.750 1).

Medium income consumers

On the basis of the Ethiopian wine production, in this consu-
mer segment wines like Gouder (at present 4 Birr per bottle) and Soave
(3 Birr/bottle) can be suggested. However these selling prices, due to
the above mentioned reasons, are too high.The consumers 'belonging to this
income segment are not usually wine drinkers, but they could be incentiva
ted to drink it at least in particular occasions (important dinners, mar-
riages, receptions, etc.).

In order to achieve this purpose, wine should be of superior
quality compared to a lcwer price wine and have reasonnable sale prices :
between 2.00 and 3.50 Birr/bottle.

In addition to the wines =already on the market, a new
wine (white dry) could be launched as an Aperitif , at the same price.
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High income consumers

In this section of national consumers as far as the domestic
market is concerned the hotel and restaurant customers are included, such
as tourist foreign residence in Ethiopia and Ethiopian citizens of higher
classes, having undoubtedly a higher income and accustomed to drink good
quality wines.

Therefore, Ethiopian Wineries must be, in the future, in con-
dition to offer to this kind of conoumers vintage wines.

As a matter of fact,the foreign customers in Ethiopia can be
used as an indirect promotional means,but - it is worth reminding - only
if the quality of the wine is really superior, viz produced from 100% of
fresh grape.

Therefore wines such as Dukam, Gouder, Awash Cristall and A -
wash Kemila should satisfy those requirements in the medium run. The pro
motional price policy implemented on low and medium income sections could
be paid off by these consumers.

Suggested price: Birr 4.00-6.00 per bottle.

The wine as an Apertitif

A strategy aimed at gaining consumers from the soft-drink sec
tor is to put in the market a white slightly sparkling wine to be ser -
ved as an Aperitif.

This strategy has been carried out successfully in Italy, whe
re an increasing appreciation towards this quality of wine (white and spar
kling) was observed. As a matter of fact, the producers of these brands
(Prosecco, Cartizze, Galestro, Cavit and so on) have noticed a considera-
ble increase of the domestic consumption as well as of the foreign de -
mand (USA particularly).

It is worth remarking that the implementation of this new fa-
shion among consumers has required from the producing firms a relative -~
ly high investment for advertising, largel; paid off by the sales.
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This kind of product could be launched either on the domestic
Ethiopian market or on the foreign one, with a limited production in or -
der to improve the image. Also this wine must be produced only with
fresh grape in order to guarantee and qualify the product.

Suggested pricz: Birr 6.00-8.00 per bottle.
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B. THE FOREIGN MARKET OF THE ETHIOPIAN WINE: PROBLEMS AND PERSPECTIVES

B.1  RECENT TRENDS OF THE WINE WORLD MARKET: PRELIMINARY CONSIDERATIONS

In the last years, the world wine market has gone through
two major constrasting characteristics: the progressive increase
of wine production and, contemporarily, the decrease of wine consumption
particularly in those countries where the consumptions had always
been high. ’

This situation has caused many problems to international
trade, penalizing seriously the producers, who have experienced a
consistant decrease in wine demand, even from those countries conside-
red traditional buyers. The compression of the market has brought
to a greater competitiveness between major wine producers, forcing
them to characterize even more their product, by proposing lower
prices, higher quality standards or innovative packaging, 1in the
effort of keeping their market shares.

As a matter of fact, the technological innovation introduced
in the bottling and vinification techniques, can nowadays grant higher
quality standards to the product, so that the range of available
wines is now increasingly wider and diversified. It is superfluous
to say that this situation has mostly penalized those countries ,small
producers) having to face legislative and commercial barriers, in
the effort of penetrating the most profitable markets.

Africa, in particular, has suffered from this unfavourable
trend causing serious difficulties for the wine producing countries
(Algeria, Tunisia and Morocco), where vine cultivated areas have
been reduced. '

According to the data provided by the "Office International
de la Vigne du Vin" (the international organization whose . members are
grape growers in the almost all the countries) overall area of grape
cultivation in the world has reached, over the last years, 10.100.000
hectars, distributed among 50 different countries. The growth of
the cultivated areas has proved to be consistant in almost all the
continents, with the exception of Africa, where, in the last 15 years,
it has been assessed a decrease of 21,2%, as shown in the tablen. 3.
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Tab. 3 - WORLD WINE AREA
{x 000 k)
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In the period of greater expansion of grape cultivation
(1960-1970), the countries with older traditions in wine production
{Italy, France and Spain) had reduced their cultivated areas, while
in eastern Europe {mainly in U.R.S.S.), in America (Argentina and
USA), in South Africa and even in Asia (Turkey, Iran and Syria, where
grape is also cultivated as fresh fruit and for producing dry raisin)
the cultivated areas were consistently increased.

Even in the analysis of wine production development to
an increase of wine output throughout the world corresponds a reduction
in Africa (see following Table n. 4).

The Awash wineries are not yet in a posi.iocn to penetra -
te the foreign markets, because they are not in the condition to produ
ce high quality or vintage wines from fresh grape, sirce only a small
quantity is cultivated in the country production costs are high (and
sale prices).

The Awash wineries not yet required
level of knowledge, and penetration into the foreign market not very
likely because they are not able to make wine, but because they are
not in the condition to produce high quality or vintage wines from
fresh grape, since the latter is, at present, cultivated in the country
in a very low quantity and a rather high average production costs
(and sale prices).

As a consequence, it is obvious that the Ethiopian wines
cannot compete not only with those produced in France, Italy, Spain,
Portugal, etc., but not even with those produced in the remaining
African producers like Tunisia, Morocco, Algeria and South Africa.

These countries have.only been able to reach a good level
of competitiveness after - years of promotional investments, and
by offering medium quality wines at a 1low price, allowing them to
be competitive with European wines. In fact, their exporf strategy
was first tested in some African countries (Senegal, Ivory Coast,
Gabon and Cameroun), where northAfrican wines gained consistent
shares of the markets.

A very important aspect, solved by these countries, is
represented by wine legislation with the purpose to regulate the produc-
tion of D.0.C. wines, to protect high quality production and to guaran-
tee a renewed image to the product in a moment of an increasing
appearance in the market of unqualified wines.

This aspect is discussed in detail in the section E
of the Annex.
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Tab. & — WORLD WINE PRODUCTION
(x 000 hl)

! o193t % ) 1950 ! % ! 1965 1 % 0 1980 | % 1 1950-1950 ! 19651980 !
!
!!Europe' 1.5 | BL,S 1 OGS 1 772 5T 1 79,7 LN L IS L 412351 4 2068 !

R I i | 1
!!Asia ! 1sc!! 0,1!! 575 ! 0,3 1.752!; n,e!; 3.166!; 0,9¢ + 219 i +79,7'/.§

1
!!America! 12.620 : 7,8 : 23.383 : 12,01 331521 1,7 l. S2.107 1 14,71 4 85,3 % - 57,2 % :
Africal 16.450 1 10,1 1. 9,6 | 2nats 1 72,71 12.960 : 3,6 - 12,3 % - 4,7 % :
1 [} } 1 ] H
:Oeeama: 740!! 0,5!! 1.56.7!! 0,8; 9231 0,31 44820 1,30 4+112 %1 +385 4!
i
TOTAL 1 162590 1 100 1 192,961 1 100 1 260,65 1 100 1 35305 1 100 ¢ 4 18,751 +24,9% !
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In this framework Ethiopian wine export perspectives can be
retained as good only at medium-long term, and when the planned re-
habilitation and reorganization of the whole wine sector will be achieved
and put into action by the E.B.C.

In particular, the advantages stemming from the erection of a
new modern winery (production and bottling unit) are based mainly on the
fact that an improvement of vinification techniques and of the wine stan-
dard and a lowering of prices could be achieved also in the short-mid -
dle term. The integration of new technologies would consequently renew
the "image" of the Ethiopian wine, that, due to its improved quality, could
be marketed more easily.

Meanwhile even an expensive promotion campaign supporting ex-
port would not be effective unless the wine quality be drastically impro-
ved,

In conclusion it can be said that, at short term, world mar -
ket perspectives for wine are unfavourable, due to the economic crisis now
faced by many producing countries. Therefore it can be expected that, due
to the increasing supply of wine, the national barriers, protecting the
local producers, will be reinforced.

For a better understanding of the situation, a synoptic ta-
ble n. 5 on wine world trade (1971-1982), is reported in the following
page.

B.2 COMPARATIVE ANALYSIS ON WINE CONSUMPTION IN THE AFRICAN PRODUCING
COUNTRIES

B.2.1 General

The following analysis tries to prove the importance of an
indicator like the pro capita consumption in order to foresee the develop
ment perspectives from the point of view of the wine producers.

Data on wine consumption in the world are shown in the follo-
wing Table n. 6.
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Table 5 - WORLD WINE TRADE
(000 litres)

| T 1971 % 1973 ! 1975 ! 1978 ! 1979 ! 1980 ! 1981 ! 19®

! -
"MNorld - 1, ! 34,438 1 43,513 1 44,736 ! 43,968 ! 48,355 ! 46.750 | 52,198 ! 51.132
! e. ! 34.907 ! 42,950 ! 43,075 ! 41.§63 ! 51,990 ! 45,550 ! 53,092 ! 52.501
! ! 1 ! ! ! ! ! !
| Ttaly i, ! 339 1,924 240 23} 231 2030 1grr 181
] e. ! 9,206 10.468 ! 14.125 ! 13.49% ! 10,106 ! 16,132} 20.407 ! 20,719
! ! ! ! ) 1 i ! '
! France i, ! 5.555 ! 8,945 9,340 ! 7.649 ! §.685 ! €.900 i 7.933 ! 7.68
] e. ! 8,93 7.275' 6.521 ! 7.667 ! B8.63¢ ! 9,225 ! 9.205 ! 9.435
! ! ! ! ! ! ! ! ]

- ! Germany FR 1. ! 8.714 ' 7.699 ¢ 7.310 ! 2.070 ! 9.100 ¢ 9.350 ! 10.176 ! 9.945
| e. ! 521 6791 g0 ) 1.480 ' 1.642 ! 1.805! 2.060 ! 2.2%1
1 ! ! ! I 1 ! ! ]
| Belgin-lux . ! 1.317 ! 1.507 ! 1.710 ' 1,922 ! 2.075! 2,100 ! 2.224! 2.27
! e. ! 671 1221 100! 263! 192! 155t 260! 182
] t ! | ! i 1 ! !

1 United King- i, ! 2,149 ! 3,567 ! 3.264 1 3,925 ! 4,200} 4,250} 4,675 4.520
! dow e. ! 9! 116! 130! 122! 28t 17t 155t 132
! 1 1 ! ! ! ! ! !

1 Holland i. b 9291 1.2991 1,425 11,7241 1,733 ! 1,820 1.878 : Z2.07%
! e. ! 2g! 76 ! 10! 2 ! 330 27! 29! 51
! ] I ! 1 [ ] ! !

1 E.E.C. i. 117,374 1 24,709 ! 23,877 ' 24,160 ' 27,551 | 25.381 ! 27.%65 ! 27.854
! e, 115,109 1 18,744 1 21,517 ' 23.180 ! 30.855 1 26.012 ! 32,367 ! 33.142
l ! ! 1 1 ] } ] 1

1 Austria i, 267t Sept 8! 611 2331 265! el 393
! e. ! 1041 182 173! 47t 4431 4700 S18! 445
] ! ! | ! ! i ] !

| Switzerlane §, ! 2,000 ' 2.4521! 2,182 1! 2.104! 2.180 ! 2,335 ! 2,745 ! 2.€74
] e ! 13 ! 14 1 71 i 57 ! 3! 91 8
| ! i ] ! ! ! ! !

1 Spain i, 51 831 g! 22! 16 ! 91 131 -
1 e. ! 3.6461 4.078 ' 5,475 ! 3,710 ! 6.394 ! S5.460 ! 6,138 ! 4,989
} } 1 ! } i ] ] |}

| Portugal i. ! z2! P S B B et et it 1
! e. ! 2.019! 2.09 ! 2,092! 1.376 ! 1.425! 1.615! 1.366! 1.430 !
1 ! ! ! ! ! ] ! !

i U.R.5.S i, 1 77551 6.766 ! B.520 ! S5.837 ! €.868 ! 7.500 ! 7.942 1 6.664
! e, ! 210! 92! 131! 140 f10) S 1M 181
! | ! ! ! 1 1 1 !

| Australia i, ! 24! 30! 53 | 78! 851 691 75! 9
! e. ! 65 ! 62 ! 66 ! 46 | 53 1 61! 75! 84
! P ! ! ! ! ! ! !

! Japan i, ! 261 1851 1891 219t 2871 39! 369! 440
! e, ! 14! 2! 171 21 e} meee ] 1! 1
! 1 ! ! g T ! ! ]

! Argentina T B e B B ! 71 mee-
! e. ! 63 ! 91t 167! 365! g8 ! At 169 159
! v I ! ! ! ! [ P

1 U.S.A. i1 1,301 2,062t 1,799 3.5€1 0 3,589t 3,880 ! 4.281 ! 4,5iE
! e, ! 16! 32! 521 1421 zzzt o 2900 395! 342
! ! ! ! ! ! ! ! !

I Canada i,) 37 4t 5531 f.124 ¢ 1,052 ¢ L1100 1,233 ¢ 1.2¢6
' P S e e Tl Bt B B S -

i = import
e = export
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A constant decrease in wine prcduction has been noticed in
the African wine producing countries during the last years, particular -
ly in Algeria, Tunisia and Morocco. These countries have been penali -
zed by the limited domestic consumption and by the difficulties met in
their traditional market openings.

Such a situation has led to either dropping or reorgani.-

sing their grape cultivations.

This tendency finds no verification in the Ethiopian situa -
tion, where there was a boom in wine production during the last years, wi
thout a consistent repercussion in the pro capita consumption, still lo -
wer than in countries like Algeria, Tunisia and Morocco, where the muslim
religion is observed.

As a matter of fact, in these countries producers reserve an
average of 70% of the wine production for the foreign market. A diffe -
rent situation is occurring in Ethiopia where the wine producers have not
yet prepared the proper structures for the penetration on the foreign mar
kets for the reasons reminded the previous point B.l1. Therefore the con-
cepts of high quality, creation of a commercial image for the Ethiopian wi
ne, research of positive market openings, consolidated connections with
foreign agents, concorrential prices, etc., could be put into action only
after the planned restructuration of the wine sector, including grape pro
duction.

The pro capita wine consumption is the factor on which the
Ethiopian wine sector must plan as far as the strategies and steps to put
in practice in order to change this unfavourable situation is concerned.
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Statistical indicators

Pro capita consumption in the African producing countries is

reported below (litres/year):

Country 1980 1981 1982
Ethiopia 0,21 0,21 0,20
Morocco 1 1 1,30
Algeria 1 1 1,20
Tunisia 3 3 3
South Africa 8,25 9 9,55

For each of these countries some data on production and con -

sumption of wine are also shown as follows:

1) MOROCCO
—~ Production Year 000 hl
1980 450
1981 700
1982 650
1983 400
— Consumption

During the last years wine consumption was, on the average, about
1 litre per caput, a level rather low due to religious reasons. Wi
ne is mostly consumed by foreigners resident in the country and
by tourists, especially in the restaurants and hotels. Anyhow a
certain share of wine (10-15%) is absorbed by Morocco non-mohamme-
dan minorities (incl. Israelites). Of course a break-down of the
the total consumption (in the domestic market) of wine from resi -
dents and nonresidents can be hardly estimated.

2) ALGERIA
- Production Year 000 hl
1980 2.670
1981 1.400
1982 1.350

1983 1.600
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- Consumption
Wine consumption in Algeria, during the last  years, was, on the
average, about 1 1t pro capita. Comments in this matter are simi-
lar to the consumption in Morocco.

3) TUNISIA
- Production Year 000 hl
1980 450
1981 400
1982 500
1983 430
- Consumption

Wine consumption, during the last years, was on the average about

3 1t pro capita. Motivation and causes are similar to the consum-

ption of Morocco. The larger consumption is due to a great extent

to tourism and to a better distribution in restaurants, hotels, bars,
stores and government supermarkets,

4) SOUTH-AFRICA

- Production Year 000 hl
1980 383
1981 400
1982 397
1983 430

- Consumption

Considerable importance, as far as the consumption is concerned |,
is given by the population and by the different ethnographical com
position, reported below {(last census):

white: 4,446,000 inhab. (18.5%)
colored: 2,253,000 inhab. (10.5%)
asiatic: 792,000 inhab. (3.3%)
black: 18,320,000 inhab., (67.7%)

These data, allow to understand the size of the market, since the
higher purchasing power, together with the customs and the capaci-
ty to appreciate products of a certain quality, is almost confined
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to the white population . In its turn, the ethnographical compo -
sition of the white population is extremely diversified, and their
wine preference is conditioned by the customs of respective coun -
try of origin.

B.3 THE POTENTIAL IMPORTING COUNTRIES OF ETHIOPL{AN WINE

For each of some potential importing countries of Ethiopian wi
ne, some relevant data concerning import's balance , production, consum -
tion, distribution channels and existing wine legislation are presented
hereafter.

Countries takeninto consideration are those having imported in
the past Ethiopian wine, therefore to be considered priority countries in
a future perspective, when Ethiopian Wineries will be restructured and or
ganized also by the commercial point of view.

1) NIGERIA

~ FEthiopian wine exports: 900 litres (1985), approximately 0.05% of
the total Nigerian imports.

- Loecal preduction: none.

- Consumption: it concerns mostly the foreigners (Europeans, etc.) ,
resident and not resident (tourists), generally oriented to consu-
me high quality wines (French, Italian).

- Imports (1983, table wines):

Suppliers Hl % on total imports
Italy 2,359 14.5
France 9,233 56.7
Portugal 3,788 23.3

Egypt 892 5.5

Total 16,272 100.0
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Distribution: wine is mainly distributed (85%) by big stores, the
remainder (15%) is divided between restaurants and hotels.

Legislation: the product is imported mainly in bottles of 0.75 1t
and 1.5 1t. According to recent enquiries, in Nigeria there is no
specific legislation regulating the sector.
Certificates of analysis are not requested.

Proposed actions: it is advised to contact the most important ho-
tel chains in order to organize promotional wine parties for the
Ethiopian wine.

KENYA

Ethiopian wine exports: Kenya is the only country with which Ethio
pian Wineries have been able to develop continuative trade rela -
tions:

1980 4,050 litres
1981 26,100 litres
. 1983 18,000 litres

Local production: in Kenya two types of wine (dry and medium-dry)
arz produced, obtained from the papaya fruit.

Papaya wine for domestic consumption has enjoyed an increasing
success with the local consumers, gaining a consistent share of
the market to the detriment of imported wines, mainly because of
its low price., Local production in 1984 has been 180,000 1lt.

Exports: none.

Consumption: annual wine consumption in Kenya has stabilized, over
the last few years, to around 750,000 1t.

Imports (1983, table wines):

Suppliers H1 % on total imports
France 390,505 52.4
Italy 221,247 29.7
Spain 50,448 6.8

Portugal 41,504 5.6
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Suppliers Rl % on total imports
Austria 33,541 4.5
Others 8,115 1.1
Total 745,360 100.0

Distribution: the products are directly imported by the Kenya Wine
Agency Ltd., reaching the market through two possible channels:50%
hotels and restaurants; 50% traditional retail dealers.

Legislation: not existing.

Proposed actions: considering that trade relations had already been
developed between Ethiopian Wineries and Kenya Wine Agency, it
would be advisable to renew such previous contacts, by proposing a
pluriannual trade contract.

Several wine parties should be organized in the touristic resorts
of Mombasa and Malindi.

IVORY COAST

Ethiopian wine exports: 180 1t (1984)
Local production: none.

Consumption: the selection of usual consumers is limited to 15%
of the local catholic community, plus the approximately 200,000
white residents. The muslims (23%) don't drink wine, while the
rest of the population (animists) only drink wine occasionally in-
stead of palm wine.

Exports: none.

Imports (1983, table wines):
a. in bottles up to 5 litres, 12°

Suppliers H1l % on total imports
Italy 9,857 35.7
France 9,660 35.0
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Suppliers H1
Spain 7,040
Others 1,048
Total 27,605

b. in bulk, 12°

Suppliers H1
Italy 77,454
Algeria 353,983
Tunisia 22,135
Morocco 1,125
Portugal 16,740
Spain 2,838
Greece 99,175
France 2,217
Others 715
Total _576,386

¢. in bulk, over 12°

Suppliers H1
France 2,823
Italy 1,235
Others 820
Total 4,878

So in total 608,869 hl (1983). .

% on total imports
25.5
3.8

% on total imports
13.4
61.4
3.8
0.2
3.0
0.5
17.2

% on total imports
57.9
25.3
16.8

100.0

Distribution: the distributing channel of bulk wines and originally
bottled wines (up to 5 1t), is controlled by importers dealers (who
lesale), who are organized to assure a prompt delivery in the sel -
ling points (supermarkets, bars, etc.).
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In parallel, there exists a certain number of exclusive shops sel-
ling only highly selected products.

Legislation: A specific legislation for the imported wine, does
not exist. However French regulations are adopted.
Labelling is left to the producers discretion . For the rest, on-

ly trade proceeding and behaviour or the control over the foreign
suppliers, can be considered a guaranty. The requested certifica-
tion for imports in the country is, in addition to the invoice and
the other transport documents, the certificate released by the So-
ciété Générale de Surveillance (S.G.S.).

The S.G.S. is called also to check the adequacy of the prices and
their correspondence with the quality declared in the laboratory
tests annexed. The intervention of the S.G.S. is requested only
for shipments whose value is superior to 1.5 billion Fr., C.F.A,.
The above mentioned certificate is the only one accepted in Ivory
Coast and it is essential for customs clearance.

Proposedactions: the Maghreb countries are present on the Ivory
Coast wine market with massive exports at very competitive prices.
Therefore the chances of the Ethiopian wines to enter the market
seem very limited, unless considerable promotional investments are
allocated.

4) GERMANY D.R.

Ethioptan wine exports: 152,244 litres in 1983 and 150,003 litres
in 1984, Germany D.R. is among the countries having signed with
E.B.C. a trade agreement at governmental level.

Nevertheless it must be noted that these sales are not settled in
foreign currency, since payments are made directly through the Na-
tional Bank of Ethiopia, in Birr.

Local production: There is a small wine production (about 50,000
hl). The best known East Germany wine abroad is the Meissen.
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- Consumption: wine consumption in GDR is very limited, mainly be -
cause the Germans traditionally drink beer, but also because of
the high prices of the wines that can be purchased locally.

~ FExports: none.

- Imports (table wines, campaign 1981) ()

Suppliers H1 % on total imports
Italy 46,563 3.0
Algeria 100,031 6.5
Bulgaria 348,600 22.5
Jugoslavia 353,200 22.8
Rumania 208,300 13.4
Hungary 493,700 31.8
Total 1,550,394 _100.0
- Distribution: distribution is generally channelled through food
stuffs retail shops, wine shops, confectioners , tobacco

shops and supermarkets.

- Legislation: the rules regulating wine trade are particulaily
strict and bureaucratic. For example, it is pointed out that the
dimension of bottles, sold on the market, must be 0.7 1t. The

label of the imported wines, bottled by the producer, must show
the following indications:
.. statistical number given by the importing authority;
.. production year (or vintage year);
contents (0.700 cl);
.. wholesale price.

(*) Data reported in the Statistiche Jahrbuch der DDR,1982.
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Precposed actions: the agreements with the Socialist courtries are
to be considered, on the whole, positive. In fact, at present ’
they constitute the only certain export outlets for the Ethiopian
Wineries. The perplexities about them concern their real consi -
stence, which, according to the E.B.C., would amount to 750,000
lt/year. It is suggested that Ethiopian Wineries request wine
payment in foreign currency (U.S. $), and not in Birr, and obtain
a more punctual respect of the agreement clauses.

U.R.S5.5

Ethiopian wine exports: 189,000 litres in 1985

Loecal production: (in million hl):

. 1981 34.4
. 1982 34.9
. 1983 38.1

Consumption: there are no official data assessing global consum -
ption, but it can be estimated that it ranges between 46 and 50
millions hl in 1983.

Exports: in 1983: 117,321 hl of high quality wines and 25,573 hi
of wines in bulk, for a total of 142,894 hl.

Import procedures: all imports are managed and channelled through
2 foreign trade state agency:

. V/0 Sojuzplodimport for bulk wine;

. V/0 Vmeshposyltorg for bottled wine;

No - custom duty is imposed on wine imports.

Imports (1983, from the main suppliers, value in thousand Roubles)

Suppliers Quality wine Table wine
Bulgaria 286,819 3,142
Hungary 162,878 2,461
Spain e 8,587
Italy oo 7,929

Rumania 31,061 e
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Suppliers Quality wine Table wine
Jugoslavia 636 245,141
Algeria 5,638 3,696
Czechoslovakia e 146,390

- Proposed actions: the remarks made for Germany D.R can be consi -
dered valid also for U.R.S.S.
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C. THE FOREIGN MARKETING MIX

C.1 THE QUALITY OF WINE: ESSENTIAL ELEMENTSFOR SUCCESSFUL EXPORTS

Wine destined to the market must respect the existing laws
and regulations both from a commercial and qualitative point of view. The
non observance of the legislation can seriously endanger the success  of
the exports.

Wine must respond to market requirements and not the producer
choices and taste.

The actions suggested in order to improve the marketing-mix of
the Ethiopian wine mainly concern two specific stages of the production cy
cle: the vineyards, in order to obtain good quality grapes and the wine
processing technologies, in order to produce good quality wines,

Therefore the best production and market policy will be achie
ved by promoting at cultivation level, the selection of the most suita -
ble kinds of vines, and, at the processing level, the choice of the pro -
per equipment (and therefore the techriiques) and qualified personnel, in
view to produce, bottle and sell wines responding to all relevant require
ments of the foreign consumers.

This introduction is needed for the purpose to comment and
compare wine standards running in and requested by the foreign market with
the kinds and characteristics of the Ethiopian wine.

Many of the considerations about wine quality expressed as
regards the domestic market, are valid as well for the foreign markets ,
but, in this framework, their respect becomes more important because of
the more sophisticateddemand and taste of the potential consumers and of
the presence of more traditional and qualified competition.

The fundamental aspect that must be understood by the Awash
Wineries is that export wines must be produced from 100% selected fresh

grapes. In order to achieve this goal stricter contacts and agreement |,
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should be reached between the Ethiopian Beverage Corporation and Horticul
ture Development Corporation with the priority purpose to _ produce wine
from selected fresh grape.

The laboratory tests carried out on "Kemila" and "Dukam' re -
vealed that these kinds do not meet European and American quality stan -~
dards,

The fact that the best Ethiopian wines have been qualified of
low quality, proves that their access to the most profitable markets can
be planned by the Awash Wineries only when this quality gap will be
bridged.

C.2 PACKAGING: THE IMPORTANCE OF THE LABEL FOR A SUITABLE PRESENTATION OF
THE WINE

C.2.1 International regulations on labelling

The most important International regulations concerning  the
labelling are hereafter summarized.

According to the E.E.C., the indications in the label can
be compulsory or optional.

a) Compulsory indications

They must be grouped on the main label and written in  clear
and indelible print, sufficiently big in order to stand ouvt clearly. The-
se indications must be separated from the other details and drawings.

In particular:

. Mention "Table wine - Vin de table",

. Producer name and full address (individual or firm). This informa -
tion aims to inform the consumer about the exact role played by the
firm in the wine production process (bottled by, distributed by, produ
ced by, etc.).
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Effective alcoholometric content. In the "Awash Kemila" bottles, for
example, an alcoholometric content of 11.5% is declared, while in rea
lity,according to analysis test.it is 9.75% (the minimum content reque
sted by E.E.C. is 10 degrees). The alcoholometric content is not indi
cated in the '"Dukam".

Nominal volume of the container expressed in litres, centilitres or
millilitres, eventually accompanied by the measure unit locally used .
For volumes higher than 1 litre, the figures must be 6 mm high; for

the volume ranging from 0.200 to 1 litre, they must be 4 mm high (").

Optional tndication

Colour: red, white or rosé. Some additional definitions can be added
in order to better describe the wine (ruby, garnet, amber, golden ,
straw-coloured).

Progressive number of the bottle, to be normally print on the bottle
collar.

Brand name: in order to inform the consumers about the origin and the
quality of the wine.

Name or participation status of the persons and firms involved in the
commercial circuit of the product; importers included.

Suggestions made to the consumers, as far as the best way to serve wi-
ne is concerned.

Distinctions, prizes, awards: in this connection it is worth observing
that similar information (gold medals awarded in Sofia and Leipzig to
"Dukam' wine) are drawn with little care on the labels.

The above described specifications are applicable to the "ta-

ble wines'" and are not valid for D.0.C. wines (Z2).

(")
(2)

Recently bottles of 75 cl. have been recommended in the international trade.
Controlled Origin Denomination,



- A.3/48 -

We have limited our research to these specifications, since
the characteristics of the Ethiopian wines have not the quality standards
requested by D.0.C. wines.

C.2.2 The label design

Nowadays the marketing men pay a particular attention to the
label design because it characterizes the product for ever in the eyes of
the consumers,;and is therefore a powerful selling instrument.

It is therefore suggested that the Ethiopian wineries improve
printing and drawings on the bottles labels with the purpose to be in
accordance with the international wine regulations and trade habits.

Designs reported on "Kemila" and '"Awash Cristal" labels can
be considered of medium gquality, whereas those reported in "Dukam's'" ap -
pear of lower quality.

Morever the drawings of vineyards reported on "Cristal" and
"Kemila'" labels could be retained not legal according to the internatio -
nal laws. In fact this kind of drawing is allowed only if wine come from
the vineyards and firms reproduced on the labels. In the contrary case ,
consumer - not acquainted - can believe that wine really is made with fresh
grape grown in the reported vineyards.

Some example of labels are annexed.

C.3 ADVERTISING AND PROMOTION
C.3.1 General and recommendations

Advertising and promotion are essential elements to the launch
of a new line of products on a foreign market.
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Vine
da tavola

VINO DATRVOLA

IMBOTTIGLIATO DA

PACLO PONZO

ROCCHETTA TANARD o°
0.720 LITRI RL V/101/AT 12/VoL ¢

Yino

VINO DA TAVOLA de tevol

. Indicazion! obbli-
rosso rubino gatorie & facoltative

IMBOTTIGUATO DA
PACLO PONZO

ROCCHETTA  TANARO

VERSARE COM CAUTELA

0720 LITRI R.L VIOAT 127.VOL.

VINO DA TAVOLA

vino novello

mMBOTTICLIATO DA PAOLO PONZO0
VITICOITORE IN ROGCHETTA TANARO

pistrisuito oA FRANCHI | ToRINO

2 LITRI RA. V 101/AT 12/VOL.
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In this framework, the organizational and structural sugge -
stions expressed in the domestic marketing-mix (A - 2.6) become more rele
vant and important, because, in this case, wine must face a competiti -
ve market situation.

Therefore the exporters must firstly know which  promotional
means (news papers, television, wine parties, etc.) have been used by
the competitors and at what cost.

For the Ethiopian wine - not yet popular in the foreign mar -
ket - the adoption of a strategy capable to approach the consumers
is suggested.

Of ccurse, as often previously stressed,a promotional com -
paign would remain unsuccessful should quality of the Ethiopian wine be
not drastically improved and its price lowered. In particular, Ethiopian
wine must be competitive under these last two aspects, at least
with Maghreb wines (Morocco, Algeria, Tunisia). All this implies the
planned restructuration of the whole wine sector.

One of the most effective ways for the launch of the Ethiopian
wine in the foreign markets is the participation of the E.B.C. to the in-
ternational Fairs.

C.3.2 The lnternational Fairs

These occasions are very important for wine exporting compa -
nies, because they can present their products and verify directly the rea
ction of the consumers and, at the same time, of the competitors.

It is recommended that the participation to these fairs is
planned carefully and in advance, in order to avoid a waste of financial
resources and to obtain a better success.
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Another possible strategy to optimize the participation to a
fair is to announce, in some selected and specialized magazines, where
it will be eventually foreseen the presentation of a new line of pro -
ducts.

For thispurpose, the firm must know which are the most impor-
tant wine fairs. Then, according to ihe foreign marketing goals, the parti
cipation will be decided, programmed and realized in order to introdu -
ce the Ethiopian wine on the markets which have been chosen.

Some "characteristic parameters on fairs' are shown here below:

a) Wine producers' motivation to participate:
27.0% prestige
19.5% to create international contacts
19.4% to increase the foreign sales
14,7% advertising and promotion
9.4% presence of potential customers
6.5% importance of the fair
3.5% presence of competitors and to test the market

b} In what percentage fairs are part of the firm promotion (answers in
%) :

In total 29.0
From 70 to 100% 29.0
rrom 30 to 70% 25.0
From 10 to 30% 8.0 .
Inferior to 10% 9.0
Total 100.0

c) Evaluation of the participation (trade contracts) as regards sales in

crease:

After the 1St fair + 5%
After the 2nd fair + 12%
After the 3rd fair + 18%

A list of the most important internationnl exhibitions in
which the wine sector is represented in the following annex.




VERONA - ITALY
17 - 22 April

Products displayed

Frequency

Exhibit area
Exhibit rates
Opening time

Entry

Open to the publie

Exhibitors

Visitors

Organization address
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MOST IMPORTANT EXHIBITIONS (~)

VINITALY - International Wine Fair

Italian and foreign wines, cellar accessories,
products for bottling, preserving and selling
wines.

Annual

75,000 sq. m

Lit. 40,000

9.00 - 19.00 (9.00-14.00 operators)
Reserved to operators

14.00-19.00; 20 and 21 April all day. On 22
April exhibition ends at 13,00 hrs.

1,500 (1984)
60,850 (1984)

ENTE AUTONOMO FIERE DI VERONA - Viale del La-
voro 8/A C.P. 525 - 37100 Verona, Italy - Tel.
045/504.022 - Telex 480538 FIEREVR

(") Where wine sector is represented.
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DUBAY, Arab Emirates
27 - 31 October

International fair of hotel and restaurant e-

quipment

Area 3,300 sqg. m

KRates 235/315

Opening time 10,00 - 13,00/18,00 - 21,00

Entry Open to the public

Exhibitors 200

Visitors 5,000 - 7,000

Organization address Fairs and Exhibitions Limited, 51 Doughty
Street - Gray's Inn London WC 1NZLB - Tel.

01 - 8318981 - Telex 299709 Efanee G

LOS ANGELES, U.S.A.
17 - 19 February

International fair of pastry foodstuffs (Win-
ter Edition)

Products Foodstuffs, ready dishes, wines, liqueurs, pa
stry

Frequency Every 6 months

Area 54,200 sq. ft.

LONDON, (Olympia) - England
25 February - 15t March

London - I.F.,E. - Foodstuffs, beverage, wi -
nes and spirits - International fair.
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Frequency Every 2 years

Organization address Interbuild Exhibitions Ltd.-11 Manchester Squa
re, London WIM SAB - U.K. - Tel. 01/4861951

BUDAPEST, ( International Fair Centre), Hungary
27 September - 06 October

Budapest Autumn International Fair

Products Consumption commodities

Frequency Annual

Area 80,000 sq. m

Entry Open to the public

Exhibitors 1,500

Visitors 800,000

Organization address Hungexpo - Budapest International Fairs and

Exhibition Division - Budapest X Dobi Istvan
UT 10 - H - 1441 Budapest - P.F. 44 - Hungary
Tel. 573.555 - Telex 224684 HEXPO

GENOVA, Italy
13 - 19 November / November

Bibe - Wines,Spirits and other Beverages

Frequency Annual

Exhibit area 150,000 sq. m

Opening time 09.30 - 19.30

Entry Open to public

Organization address Fiera Internazionale di Genova - Piazzale J.

F. Kennedy, 1 - 16129 Genova - Tel. 010/5956-
51/71 - Telex 271424 FIERGE I
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TORONTO, (Automative), Canada

OE - 13 February

Organization address

KaLN, Germany
12 - 17 October

Products consume in the

international sector

Gastronomy

Technich

Frequency
Area
Rates
Entry
Exhibitors
Visitors'

Organization address

Viva '85 — Foodstuff and Beverage Fair

Viva Food & Beverage Exp. Inc. 28 Edison,E.
Mart, Place Bonaventure P.0O. Box 1471 Mon -
treal, Quebec H5A IHS - Canada - Tel. 514 /
8719122

ANUGA - Food World Market

Food/non food

International sector: techniques and equip
ment for hotels, restaurants and other -om-
munities

International technic sector for food in -
dustries, assistance and trade

Biennal

205,000 sq. m

DM 140,50

Reserved to operators

4885 (3208 foreigner) (1984)

172,320 (1984)

Messe und Ausstellung GmbH - Koeln Postfach
210760 - 5000 Koeln - Deutschland - Tel.
0221/8211 - Telex 8873426 a mua d - Rapp.
Italy "Camera di Commercio Italo-Germanica"
Via Napo Torriani 29 - 20123 Milano - Tel.
02/669.893
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D. MODEL OF COMMERCIAL ORGANIZATIONS

D.1 ORGANIZATIONAL SCHEMES

In the transition from a "product-oriented" to "marketing-o -
riented" vision, there are some essential changes that must be carried out
in the wine factory organizational structure.

This structure will consequently be forced to adapt itself to
the new organization of the firm. It will then be necessary to create in
the personnel a new spirit and a new mentality "market-oriented" by car -
rying out internal structural changes, introducing new sectors and by
creating new functions and managerial staff.

A new organizational plan does not affect only the existing
structures in order to increase their efficiency, but influences also the
personnel, who need some time to adapt and accept the new marketing prin-
ciples.

So, even if the firm decides to explcit external experienced
marketing men, there will be no immediate effect, because they need to
enter on familiar terms with the firm and perceive the existing mentali -
ty. Therefore every innovation should be carried out in phases.

The schemes shown in the following page describe how a 'pro -
duct-oriented" firm (Table n° 1) C become an integrating marketing or
ganization (Table n°® 3 ) , passing t. ough an intermediary phase (Table
n° 2).

The scheme of Table n° 1 shows that the commercial manager is
also responsible for the sales organization.

In the intermediary structure (Table n° 2), the commercial ma
nager (who, in this case, becomes marketing Director) begins to delega -
te the control over sales activities to a sales manager. He will also
employ and utilize a market research section and an advertising section ,
in order to use marketing techniques with the aim of programming and in -
fluencing the product planning. He will therefore provide the techni -




Table n®/!: EXISTING ORGANIZAT/ON

COMMERCIAL MANAGER

AREA MANAGER

Table n°2: INTERMEDIATE ORGANIZATION PLAN

MARKETING MANAGER

SALES MANAGER

Table n®3 :

ADVERTISING
MANAGER

MARKETING MANAGER

RESEARCH AND
DEVELOPMENT
MANAGER

FINAL ORGANIZATION PLAN

ADVERTISING

SALES MANABER MANAGER

RESEARCH AND
DEVELOPMENT
MANAGER

PRODUCT
MANAGER A

PRODUCT
MANAGER B

MARKETING
SERVICES
MANAGER
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cal sections with market data, collected during the market tests, carried
out on the products to be promoted.

In the third scheme, the complete sales responsability will
be delegated to a sales Director, the '"product manager'" will acquire im -
portance in the structures because of their responsability over the plan-
ning and co-ordination of the activities connected with the ditterent pro
ducts or line of products.

The responsibility of the marketing services will be
data collection, market statistics and research, and also co-ordi
nate clients services and the activities connected with the stock turno -
ver and the product distribution.

At this stage, the marketing manager will have delegated the
responsability for the various marketing tasks. Therefore he will con -
centrate on market strategies and on the organization, planning, direc -
tion and control of his section. This organization will maximize sales
and profits, optimize existing activities and will simplify the expansion
of the future ones.

The marketing position in the Table n°® 4 is directly under the
orders of the General Direction, together with all the other major tasks.

The marketing firm organization can be structured: in func -
tions, in geographical areas, per classes of clients, per products.

a) Organization by functions

The various functions listed in Table n°® 5 will not be neces-

sarily adcpted all together, since their organization will depend upon the
firms dimension, market characteristics, market goals, and the commercial

policy carried out,
b) Organization by geographical areas

This organization is suitable for large geographical areas, as
described in Table n° 6, and therefore can be considered a North-European
or American solution. In Italy, for example, this approach is used for




Table n°4 : CENTRALIZED ORGANIZATION

GENERAL DIRECTION

PRODUCTION MARKETING ADMINISTRATION

STAFF PURCHASES

RESEARCH AND
DEVELOPMENT

Toble n°5:COMMERCIAL FUNCTIONS DEPENDING ON THE MARKETING

MANAGER

MARKETING MANAGER

PUBLIC RELATIONS

PROMOTION

ADVERTISING

PRODUCT DEVELOPMENT

STATISTIC AND FORECAST

MARKET RESEARCH

DISTRIBUTION

SALES ADMINISTRATION

SERVICE

DOMESTIC AND FOREIGN SALE

TRAINING
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the commercialization of commodities in multi-regional zones (called Niel-
sen Areas). Each area covers different regions with homogeneous featu -
res.

c) Organization by classes of customers or distribution channels

In this kind of organization exposed in Table n°® 7, the firm
is guided by the different classes of customers with the company activi -
ties and expressing different needs. Therefore such an organization can
respond more promptly to market changes since the firm operates according
to the customers requirements.

d) Organization by products or product line

This type of organization, exposed in Table n° 8, is particu-
larly suitable for firms producing a wide range of products. In this fra
mework, it is relevant the role of the "product manager" (or "brand mana-
ger") who can be retained as the general manager of the product (or 1line
of products). The "product manager" must co-ordinate every action con -
nected to this product and is therefore responsible for the attainment
of the forecasted profits in the framework of the guidelines prepared by
the marketing manager.

D.2 RECOMMENDATIONS FOR THE ETHIOPIAN WINE INDUSTRY

Wine producers, wanting to carry out a marketing policy with
the purpose to expand wine consumption in the country or abroad,must re -
organize their commercial structure.

The selection of new organizational plans is not undoubtedly
a simple problem, particularly when the changes imply the introduction of
a marketing section. The necessary transformation is only in organizatio-
nal. roles and concerns mainly a new orientation and approach to the mar-
ket, involving the operating strategies of all company sections.

In fact, every firm has itshistory, image, personnel, manage-
ment style and its strong and weak points.
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Table n. 6 — ORGANIZATION BY GEOGRAPHIC AREAS

MARKETING DIRECTION

NORTH

CENTER SOUTH AND ISLAND%

Table n. 7 — ORGANIZATION BY CLASSES OF CUSTOMERS

MARKETING MANAGER

RETAIL MANAGER

WHOLESALE MANAGER

CATERING MANAGER

INDUSTRIES MANAGER

Table n. 8 ~ PRODUCTS ORGANIZATION

MARKETING MANAGER

NEW PRODUCT MANAGER

PRODUCT MANAGERA o

BRAND MANAGER A

PRODUCT MANAGER B o
BRAND MANAGER B

PROOUCT MANAGER C o
BRAND MANAGER C
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The adoption of marketing structures and techniques must be
realized gradually, allotting, in successive phases, part of the person -
nel to the new tasks and the new operational philosophy.

The management will mainly operate in all sections, from re -
search to engineering, from production to administration, from purchasing
to logistic, in order to fullfill the request of the market and, conse -
quently, the consumers requirements.

The organizational models, exposed in Tables 1,2 and 3 are the
most suitable for the Ethiopian context. This shift from the present mo-
del will take place gradually, passing from an exclusively sales-orien -
ted policy through the second and third phase, which require the creation
of the marketing sector. The latter, more and more articulated,will co -
ordinate and control the sales activities and the sections newly esta -
blished (advertising, market research, product management). The new Mar-
keting Manager will have a completely different profile from the Sales
Manager. He will be the market strategist of the firm, entrusted with
the identification of the activities and the products corresponding bet -
ter to consumption trends and market requirements.

In particular, this kind of marketing structure will be res -
ponsible for the product commercialisation on the foreign markets,where the
competition from other countries is very intense. The differencies bet
ween markets and consumers in the various countries are considerable;the-
refore it is recommended to choose and study marketing policies adaptable
to the local characteristics.
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E. INTERNATIONAL LEGISLATION ON WINE PRODUCTION AND TRADE

The E.E.C. wine legislation is presently considered the most
complete and rigorous document in this matter. The regulations concerned-
are numbered 337/79, 338/79 and 355/79, all issued on 5 February 1979
(")

The most important passages of these regulations are summari -
zed as follows.

In Art. 1 of Regulation 337/79 all the products originating
from fresh grape are described (juices, must, wines, vinegar, light wine
and dregs and pomace, from pressed grapes); the relative definitions are
given in annex.

From Art. 2 to 15 the Regulation deal with the price poli -
cies and the member states interventions.

The wine trade with the other countries is regulated in Art.
16 to 26. The contracts are subordinated to the presentation of an ex -
port document, fixing also the reference price under which it is not pos-
sible to export.

The rules regarding the control of the production and deve -
lopment of the vineyards (from Art. 27 to 31), concern both theplant nur-
sery sector, the new vineyards and the re-planted ones, if the existing
plants have been improved. Additional recommendations are also given a =
bout the quitting of the cultivations or uprooting of vineyards.

The rules on the envlogical processing techniques and the
introduction of products for consumption are dictated by Art. 32 to 54.

(") The legislation can be, of course,requested from the E.E.C. General Se
cretary.
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These rules fix modalities and characteristics of each  pro-
duct, when distributed on the market. In particular, the rules regard the
use of sugar, the pressiig of dregs,pomaces and sediments in order to
assure the trade of wines with the suitable characteristics for consum -
ption.

Regulation n° 337/79 reports the General Dispositions  about
the correct price policy to be adopted by Member States producers (Art.
55 to 70). Particular rules are dictated in case of sudden increases of
price above the '"orientating price", fixed by *he E.E.C. Commission.

Regulations n° 338/79 and 355/79 deal respectively with high
quality wines produced in certain selected regions and the general rules

about the denomination and the presenta.ion of wines and musts.
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ANNEX 4

DESCRIPTION OF THE EXISTING WINERIES

A. AWASH LIDETA BRANCH
B, AWASH MAKANISSA BRANCH

C. ADDIS KETEMA BRANCH

D. ASMARA WINE FACTORY
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A. AVWASH LIDETA BRANCH

A.1 GENERAL INFORMATION

It is the most important Ethiopian winery and is the tech
nical, commercial and productive co-ordination centre for the remai-
ning Addis Ababa wineries.

Location: Addis Ababa

Administration: State firm, depending from the Ethiopian Beverage

Corporation (EBC), a division of the Ministry of Industry

Object: production and bottling of wines (principal), sparkling wine

vinegar, soft drinks, liqueurs, aperitives.

Personnel: 343, with a total cost of 778 million Birr (september 85)

Wine production: (1984/85): 5,4 million litres (90% red, 10% white)

Main inputs and origin: (1984/85):

- fresh grape: 1,809 g, from Ethiopian vineyards;

- dry raison: 3,726 q, imported mainly from Turkey;

- sugar: 8,490 q, from Ethiopian Sugar Estates;

- concentrated must: 50q, from other wineries;

- other auxiliary products (tartaric and citric acid, biammonical pho
sphate, sodium benzoate, etc.):about 90 q, imported from various
countries;

- bottles: supplied by a local glass factory;

- cork: imported from Spain and Portugal.

Market: almost all the wine production (98% in 1984/85) is sold in
the local markets, in bottles or flasks. About 75% of the wine is de
stinated to Addis Ababa, Shoa region and most of the Southern re -
gions. In the latter case deliveries are carried out by the wine -
ry personnel (salesmen, drivers, sales helpers), using winery owned
transport (vans, trucks and trailers).

Sales to the other regions are carried out through external sale
agents. Exports relatively increased only in the last three years
(170-190,000 litres of wine in each year), with destination Germa -
ny D.R. and URSS through Trade Protocol Agreements. Sales to other
countries -~ mostly African, among which is Kenya - are
modest and irregular (from 4,000 to 22,000 litres yearly in the pe -
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riod 1978-19285).
Exports are carried out by this winery for the remaining
(Ketema, Makanissa).

A.2 PRODUCTIVE CYCLE AND PRESENT SITUATION OF THE EQUIPMENT

A.2.1 Processing cycle

wineries

- Preparation of the dry raisin through steeping in water;

- Wine making from fresh grape (200 quintals every 3 days du-

ring vintage for an annual total of 1,900-2,000 quintals),
carried out with the equipment for dry raisin, with an ad -
ditional pressing-disteming unit. Fresh grape is only the
starting point of the whole processing cycle. At any rate
the kind of wine obtained must be considered of a good qua -
lity and therefore suitable for the foreign market;
Addition of yeast, enzymes, etc.;

Wine drawing from the vats and passage of the liquid mass
to the fermentation vats, in which sugar, citric and tarta-
ric acid, biammonical phosphate, some other similar pro -
ducts, and water are added in order to reach the required
volume and alcoholic degree (fermentation time: about 30
days);

Decanting and clarification;

Cold stabilization of only a part of the liquid mass, due
to lack of power and to the age of the equipment;
Filtration;

Cold bottling of wine with a modern automatic installation
with a capacity of 3,500-4,000 pieces/hour, depending on re
covered or new containers.

This last unit is equiped with an automatic washing ma -

chine of 10 ranks, an isobaric filler with 32 siphons, a 4-head cor-
king device, a labeling machine for 3 pieces and related conveyors.




- A.4/7 -

Bottling is carried out by an additional smaller installa -
tion equiped with two rotating washers, a gravity filler with 12 si-
phons, a screw capping machine and 3 corkers. (to be repai -
red).

A new two stages pasteurization unit with a capacity of 50
hl, is not operational.

The factory produces also a modest quantity of sparkling
wine, obtained with the use of carbonic acid, in a small semi-automa
tic plant, in good condition.

The winery laboratory for analysis is not yet fully equi
ped.

A.2.2 Constraints

The main constraints are stricltly related to the pre-
sent conditions of at least a part of the equipment, which could be
kept in good condition through a more assiduous and careful control
by an expert and with the timely replacement of all parts subjected
to wear. This for the machines whose spare parts are still availa -
ble.

Other constraints are represented by insufficient capaci
ty, space and equipment for the refrigeration, movement, han -
dling and stocking of the goods.

The complete list of machinery and components with re -
marks and their conditions is detailed below.
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A.2.3 Present condition of the equipment

A.2.3.1 Equipment in good condi®’ previous repairs and extramain
tenance interventions

— n. Bfermentation vats in chestnut wood, 30 hl each: 60% can be
recovered;
- n. 21 fermentation vats in chestnut wood, 60 hl each:60% can be
recovered;
— n. 4cement basins, 100 hl each: to be restored (1) ;
- n. 16 cement basins, 200 hl each: to be restored (1) ;
— n. 11 cement basins, 400 hl each: to be restored (1) 3
1 piston pump ("Manzini'"), capacity S0hl/h, in good condition;
- n. 1 piston pump ("Manzini"), capacity 220hl/h, in good condition;
- n. 4 piston pumps("Manzini"), capacity 500hl/h, in good condition;
- n. 3 piston pumps("Manzini"), capacity 300nhl/h, new;
2 centrifugal pumps, capacity 50 hl/h, in good conditior;
1 plate filter ("Gianazza"), capacity 40 hl/h, in good condi-

- n.

- n.
tion;

- n. 1 plate filter, in stainless steel ("Gianazza"), capacity 60
hl/h, new;

- n. 1 diatomaceus filter, in stainless steel, capacity 70 hl/h ,
new;

— n. 1 filter "Enoverto", in stainless steel, capacity 120 hl/h ,
new;

- n., 3 glass tibre wool reservoirs, cap. 30 hl/h, in good condi -

tion;

- n. 2 glass fibre wool reservoirs, cap. 50 hl/h each, 1in good
condition;

(1) Through a complete remaking of the internal coating and painting with epossidic

varnish and the replacement of valves and doors.
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- n. 1 blender in stainless steel ("Padovan"), capacity 10 hl/h, in
good condition; ,

- n. 1 macerating bottle washing machine, 10 ranks ("Bodini"), in
good condition;

- n. 2 rotating washing machines a 180 places, by hand, to be re -
paired;

- n. 1 filling machine, 32 siphons, in stainless steel, new;

- n. 1 gravity filling machine, at 12 siphons ("A.E.I."),in good
condition;

- n.l-4 -head corking machine, new;

-~ n. 1 mirror reflector for bottle control, new;

- n. 1 plate pasteurizator, capacity 50 hl, new;

- n. 1 labelling +achine, 4,000 pieces/hour, new;

- n. 1 stainless steel conveyor belt, new;

- n. 1 semi-automatic corking machine, for sparkling wines, in
plastic, new;

- n. 1 wire encaging machine (for corks) in plastic, for spark -
ling wines, new;

- n. 1 linear filling machine, with 6 siphons, in stainless steel ,
for sparkling wines, new;

- n. 4 roles of plastic pipe, @ 50 mm, 50 m each, new;

- n. 2 roles of plastic pipe, @ 40 mm, 50 m each, new;

- n. 1 thermic power unit, cal. 250,000, new;

- n. 1 laboratory for analyses (to be integrated and up-dated).

A.2.3.2 Equipment in bad condition or out of order

- n. 1 pressing-disteming machine, in iron: constructed in the thir
ties; -

- n. 1 wine drawing machine, sieve type, in iron: completely out of
order;

- n. 1 continuous pressing machine ("Milani"), 2 propellers, in i -
ron: constructed in the thirties;

- n. 1 continuous pressing machine ('"Melandri"),cap. 20 quintals /
hour, in iron: constructed in the thirties;
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- n. 1 plate filter ("Gianazza'"), in bakelite: out of order;

- n. 2 filters ("A.E.I1."): out of order;

- n. 1 pump ("Manzini"), cap. 150 quintals/h, in bronze; out of or-
der;

- n. 1 centrifugal pump ("Alfa-Laval"), cap. 60 hl/h: out of order;

— n. 1 iron reservoir ("Gianazza"), cap. 30 hl: out of order;

- n. 4 iron insulated reservoirs ("Gianazza"), cap. 50 hl each;

- n. 3 iron reservoirs ("Gianazza"), cap. 90 hl each: out of order;

— n. 4 iron insulated reservoirs ('"Gianazza'), cap. 90 hl each: out
of order;

- n. 1 ammonia refrigerator ("Rossetto"), 15,000 fr: out of order;

- n. 1 iron corking machine ("Ronchi"}: out of order;

- n. 1 gravity filling machine, in iron: out of order;

- n. 3 1-head corking machines ("Bertolazzo"), out of order;

- n. 3 gravity filling machines, with 12 siphons: out of order;

- n. 1 saturating column ("A.E.I."), cap. 50 hl: in bad condition;

- n. 1 inclined conveyor, in iron and rubber: in bad condition;

- n. 1 iron pressure vat, cap. 10 hl: out of order;

- n. 1 iron pressurevat ("Gianazza"), cap. 20 hl: out of order;

- n. 2 iron pressure vats ("Gianazza"), cap. 30 hl each: out of or-
der;

- n. 1 iron pressure vat ("Gianazza"), cap. 50 hl: out of order;

- n. 1 iron pressure vat ("Gianazza'"), cap. 50 hl: to be insulated.

A.2.3.3 Total utilizable capacity of the containers

The total utilizaple capacity of the containers is as

follows:

- n. 29 fermentation vats, in chestnut wood: 1,500 hl

- n. 31 cement basins: 8,000 hl

- n. 5 glassfibre reservoirs: 190 hil

Total 9,690 hl
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As stated previously, all cement vats must be restored :
inside parts by "sand blasting" and coating with epossidic varni-
shes; valves and manholes to be replaced.

A.3 PRESENT SITUATION OF SITE, BUILDINGS, SERVICES AND UTILITIES

A.3.1 Site and buildings

The original main building was erected in 1960; additional
buildings are more recent. New offices have been now completed thro
ugh the erection of a new floor in the main building. Available a -
rea: about 6,000 sq. m, crossed by a road (of around 1,000 sq. m )
with passage right away for a macaroni factory, etc.

The area is bordered on the east by a stream, in the
north by the macaroni factory and south (entrance to the winery) by
the road to the old airport, and west by private properties.

Breakdown of the buildings (in sq. m covered area):
— main building

. basement 1,300
. first floor 1,300
. second floor 260
2,860
- new raw material warehouse 350
~ old raw material warehouse 180
- spare parts store 100
- station 30
- cellar 380
- pgarage 380
Total 4,280

A project is under approval for the construction of a

finished products warehouse (about 500 sq. m).
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A.3.1.1 Construction characteristics

- Main building:

main structure wholly in reinforced concrete (pillars, beams

slabs) and very well constructed;
masonry with-concrete blocks;
cement plaster;

floors and walls (height m. 1.70) in grés, in the processing a-

rea and in enamel painted in other sections;
fixtures, mainly in painted iron.

New raw material warehouse:

walls in concrete blocks;

trusses and roofing frames in galwvanized iron;
roofing in galvanized sheet;

cement plaster

floor in cement;

fixtures in painted iron.

01d raw material warehouse:

walls in blocks without plaster on three sides and in
in galvanized sheet;

wooden roofing beams;

roof in galvanized sheet;

floor in cement;

Spare parts store and station:

see previous item.

Cellars and garage:

main structure in reinforced concrete;
walls in hollow blocks;

cement plaster;

floors in cement;

fixtures in wood or painted iron.

one side
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A.3.1.2 Present condition

Building reeds heavy maintenance (see proposal in the
main text).

A.3.2 Services and utilities

- Electric power: supplied by EELPA, without limits, by a transfor-
mer-box, tension volts 380/220. The whole distribution network
does not meet modern operational and safety requirements.

- Water: supplied by the Municipal system but not sufficient. An
increase in water delivery capacity is in hand: meanwhile, water
supply is supplemented from a well and, in some cases, by a tank.

- Sewerage system: drainage into the nearly stream, previous sedi -
mentation of the solid materials in a sediment tank which is pe -
riodically empted by the municipality.

- External areas: some constraints on available areas, and their

utilization.
Also these services require some interventions: see
proposals.
Plans
1) Layout

2) Basement Floor Plan
3) Ground Floor Plan
4) Longitudinal Section
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B. AWASH MAKANISSA BRANCH

B.1 GENERAL INFORMATION

Location: Addis Ababa.

Administration: State firm, depending from the Ethiopian Beverage

Corporation (E.B.C.), a division of tha Ministry of Industry.

Object: production and bottling of wines (principal), vinegar, vermouth,

sparkling wine, liqueurs and soft drinks.

Personnel: 149, with a total cost of 268 million Birr (September

1985).

Wine production (1984/85): 1,2 million litres (90% red, 10% white).

Main inputs and origin (1984/85):

- fresh grape: 706 quintals, from Ethiopian vineyards;

- dry raisin: 504 quintals, imported mainly from Turkey;

- sugar: 1,968 quintals, from Ethiopian Sugar Estates;

~ other auxiliary products (tartaric and citric acid, biammonical
phosphate, sodium benzoate, etc.): about 25 quintals, imported
from various countries.

Bottles: supplied by a local glass factory.

Cork: imported from Spain and Portugal.

Market: see Awash Lideta Branch. Exports are carried out through

this latter winery, even if a certain quantity of wine is transferred

from Makanissa to Lideta Branch.

B.2 PRODUCTIVE CYCLE AND PRESENT SITUATION OF THE EQUIPMENT

B.2.1 Processing cycle

Roughly similar to that of Awash Lideta Branch, with
some exceptions due to the lower efficiency or lack o.° suitable
equipment.

Cold stabilization is rarely applied due to refrigeration
problems. Bottling is completely carried out by hand.

Many containers are in bad condition or out of order
(see 2.3). The laboratory for analyses lacks equipment.
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B.2.2 Constraints

The constraints for this wirery totally depend on the
bad condition of the plant and equipment, most of which cannot be
maintained due to their age and therefcre the unavailability
of original spare parts.

whith this situation the factory is compelled to carry
out almost all operations manually. The hygienic situation is of

a low standard.

A list of machinery and equipment and remarks on their
present condition is detailed below -

B.2.3 Present condition of the equipment

B.2.3.1 Egquipment which can be recovered by repair and/or extra-

ordinary interventions

— n. 6 vertical fermentation vats in chestnut wood, capacity of 100 hl each;

— n. S0 barrels in chestnut wood for fermentation and aging, with
total capacity of 2,000 hl: only 2/3 could pe repaired by a qualified

cooper;

- n. 3 vats in stainless steel, cap. 10 hl each;

- n. 1 piston pump ("Manzini"), 60 mm, cap. 220 hl/h,aged 3 years;
- n.1 piston pump ("Manzini"), 60 mm, cap. 220 hl/h, aged 10 years;
- n. 1 filter ("Gianazza") in stainless steel, cap. 50 hl/h: new;
— n. 1 reservoir in stainless steel, for liqueur bottling;

- n. 2 rotating washing machines ("Bodiri"), 180 places, for ligqueur

pbottling: in good condivion;
- n. 2 corking machines ("Bertolazzo"), for cork, cld model;
- n. 2 filling machines ("Bodin®"), 8 siphons;
— n.1 laboratory for analyses: to be integrated and up-dated.
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B.2.3.2 Equipment in bad condition or out of order

- n. 1 small pressing-disteming ma:hine ("A.E.I."), in iron;

n. 1 piston pump ("Ambrosi"), in bronze, cap. 150 hl/h;

- n. lcontinuous pressing machine ("Melandri"), with two iron propellers,
cap. 15 ql/h;

- n. 2 reservoirs, in iron ("Gianazza"), cap. 30 hl each;

—~ n. 4 reservoirs,in iron ("Gianazza"), cap. 50 hl each;

- n. 2 reservoirs,in iron ("Gianazza"), cap. 70 hl each;

- n. 1 glycole refrigerator, in iron ("Gianazza"), cap. 3 hl: scrap;

- n. 1 ammonia refrigerator ("Gianazza"), 5,000 frig;

- n. 1 plate filter (" Rossetto"), cap. 30 hl/h;

- n. 1 filter ("A.E.I"), cap. 20 hl/h;

- n. 3 macerating units, in iron boxes: out of order;

- n. 1 macero-washing machine ("Da Ponte"), at 10 ranks: out of order;
- n. 1 rotating labeling machine: scrap;

- n.l agitator for blending: scrap;

- n. 1 thermic power unit : out of order.

Note: in the old dic illery processing area, the equipment and
materials are considered as scrap.

B.2.3.3 Total utilizable capacity of the containers

Is the following:

- n. 6 fermentaticn vats, in chestnut wood 600 hl
- n.32 fermentation and aging wooden barrels 1,280 hl
- n. 3 stainless steel vats 30 hl

Total 1,910 hl
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B.3 PRESENT SITUATION OF SITE, BUILDINGS, SERVICES AND UTILITIES
B.3.1 Site and buildings

The cldest building dates back to 1918. The last integra -
tions and renovations ware carried out in 1957. The factory was former
ly a distillery, then transformed into a warehouse, then a liqueuer plant
and, lastly, into the present winery.

The total area is about 10,000 sq. m. on a sloping ground
in a north-south direction. It borders on the east by the Makanissa
Road (entrance to the factory), at south on the old distillery, on the
west and north by other properties.

The building is a single compound of 8 parallel sheds (out
of which 7 utilized by the winery), with a covered area of 3,750 sq. m.
Area and buildings are leased from the Ministry of Housing.

B.3.1.1 Construction characteristics

— Main structure in masonry,  stones and bricks (thickness 45-50 cm )
with cement plaster;

- part of walls in raw cement plaster;

- roof trusses in wood;

- roof covering in galvanized sheet, with skylights in corrugated plas-
tic;

- floors in crushed cement;

- fixtures in painted iron or wood.

B.3.1.2 Present condition

Buildings and external areas need a total restructuration ,
but within the framework of the final proposals of the whole wine sec -
tor.
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B.3.2 Services and ufilities

Electric power : supplied by EELPA, without limits, tension V 380/220.
The whole distribution network is not in keeping with modern operational
and safety standards.

Water : supplied by the Municipal Aqueduct;it is nct sufficient, therefore,
the supply is supplemented by a deep well. Water sources and distri-
bution network do not meet the quantitative and operational require -
ments.

Sewerage system : needs to be revised (see proposals).

External areas : some constraints on available spaces and their
arrangement.

Plans

1) Layout
2) Plan
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C. ADDIS KETEMA BRANCH

C.1 GENERAL INFORMATION

Location : Addis Ababa.

Administration : State firm, depending from the Ethiopian Beverage
Corporation (E.B.C.), a division of the Ministry of Industry.

Object : production and bottling of wine.

Personnel : 203, with a total cost of 376 million Birr (September
1985).
Wine production (1984/1985) : about 2,2 million 1litres (90% red,

10% white), with a total value of around 5,0 million Birr.

Main inputs and origin (1984/85)

- fresh grape : 886q, from Ethiopian vineyards;

- dry raisin : 838 q, imported mainly from Turkey;

—sugar: 4,263 q, from Ethiopian Sugar Estates;

- other auxiliary products {tartaric and citric acid, biammonical
phosphate, sodium benzoate, etc.): about 40 g, imported from various
countries.

Bottles: supplied by a local glass factory.

Cork : imported from Spain and Portugal.

Market : see Awash Lidata Branch.

C.2 PRODUCTIVE CYCLE AND PRESENT CONDITION OF THE EQUIPMENT

C.2.1 Processing cycle
Similar to that of the two other wineries.

All machines, equipment and containers are in poor condi -
tion, out of order or not utilized.

Bottling (10,000 pieces per day) is carried out by hand
with very sinple equipment.

A new automatic macero-washing machine with hot bath
and 10 ranks (capacity 3,500-4,000 pieces/hour) has been recently in
stalled but is not yet operational. Refrigeration is not carried out as
the equipment concerned is out of order.

The plant operation is made possible only through a con —
tinuous and costly (but not complecely effective) maintenance of all

equipment.
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The factory is equipped with a modest laboratory for normal
analyses.

The hygienic situation is precarious.

C.2.2 Constraints

The same reported for Awash Makanissa Branch.

A list of machines and equipment with critical remarks

on their present condition is noted below.

C.2.3 Present condition of the equipment

C.2.3.1 Equipment which can be utilized after extensive and costly
repair

- n. 1 old model wine-drawing installation for the separation of
grape from must;

- n. 27 vertical fermentation barrels in chestnut wood, cap. 30
hl each, not covered; 70% can be recovered;

- n. 1 glassfibre reservoir, cap. 10 hl: in good condition;

- n. 1 glassfibre reservoir,cap. 50 hl: in good condition;

- n. 18 cement vats, cap. 140 hl each: to be restored;

- n. 2 piston pumps {("Manzini"), cap. 220 hl/h each: in good condition;

- n. 1 piston pump ("Manzini'), cap. 150 hl/h: in good condition;

- n. 1 piston pump ("Manzini"), cap. 50 hl/h: 1in good condition;

- n. 1 piston pump ("A.E.I."), cap. 150 hl/h: in good condition;

- n. 1 centrifugal pump ("Manzini"), cap. 30 hl/h: in good condition;
n.

1 diatomaceous filter, in stainless steel ("Gianazza"), cap.
50 hl/h: 1in good condition;

- n. 1 stainless steel mixer ("Padovan'"), cap. 10 hl/h;

- n. 1 macero-washing machine ("Bodini"), with 10 ranks: new;

- n. 1 rotating gravity filling machine, with 12 siphons, in stainless
steel: in good condition;

- n. 1 motor corking machine, for crown corks {("Bertolazzo'"): in good
condition;

- n. 1 laboratory for analyses: to be integrated and up-dated;

-~ general office equipment: in good condition.




C.
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2.3.2 Equipment in bad condition or out of order

n. 6 reservoirs, in iron, cap. 10 hl each: out of order;

n. 1 reservoir, in iron ("Gianazza"), cap. 10 hl: in bad condition;
n. 3 insulated reservoirs, in iron ("Gianazza"), cap. 50 hl each: out
of order;

n. 1 reservoir, in iron ("Gianazza"), cap. 50 hl: out of order;

n. 4 reservoirs, in enamelled iron ("Gianazza"), cap. 200 hl each:out
of order;

n. 14 fermentation barrels in chestnut wood, cap. 10 hl each: in bad
condition;

n. 1 continuous pressing machine, in iron ("Melandri"): in bad condi-
tion;

n. 1 filter ("A.E.I."), cap. 30 hl/h: out of order;

n. 1 platc filter (“"Gianazza"), cap. 10 hl/h: out of order;
n. 1 compressor ('"Leonardo da Vinci"): out of order;

n. 3 piston pumps ("Manzini'): out of order;

n. 1 cork ercaging machine, hand operated: out of order;

n. 2 rotaving washing machines, 180 places: in bad condition;
n. 2 gravity filling machine ("A.E.I."): out of order;

n. 1 gas infusion machine: out of order;

All piping must be replaced.

c.

2.3.3 Total utilizable capacity of the containers

Containers total capacity is as follows:

n. 19 fermentation vats in chestnut wood 570 hl
n. 18 cement vats 2,520 hl
n. 2 glassfibre reservoirs 60 hl

Total 3,150 hl
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C.3 PRESENT SITUATION OF SITE, BUILDINGS, SERVICES AND UTILITIES
C.3.1 Site and buildings

In 1961 a first building was erected for an hydromel facto-
ry (Tej). Part of it was transformed into the existing winery, and the
main part is utilized for bottling Pepsi-Cola.

Certain building additions have been carried out. The total
area is about 13,500 sq., with 5,500 sq. m. covered. The winery is a -
bout 3,000 sq. m. with 1,500 sq. m. covered. This area borders at
north-east on the New Tekele Haimanat Road (entrance to the factory )
and on the other sides by various properties. The production is carried
out in one building.

C.3.1.1 Construction characteristics

- Supporting walls formed by pillars and cement blocks;

— roof rafters and trusses are made of galvanized steel;

- internal walls for offices and services in masonry; roofing in metal-
lic structure, witih counter-ceiling in light synthetic materials;

- roofing in galvanized sheet with skylights in corrugated plastic;

- internal walls in hollow cement blocks or bricks;

- floors in rendered cement;

- floor for raw material store in sandstone;

- floor in vat areas in sandstone; in the same areas walls are tiled
(height 1.50 m);

- fixtures in iron or painted wood.

C.3.1.2 Present condition

Part of buildings need repair and renovation (see propo -
sals).
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C.5.2 Services and utilities

Flectric power : supplied by EELPA, without limits, tension V 380/220.
The whole distribution network is not in keeping with modern operational
and safety standards.

Water : supplied by the Municipal Aqueduct. As the supply of water
is not sufficient, a new reservoir of 45 ¢m.m, in addition to the
existing one of 12 c.m, is under construction. The recourse to wells
meets serious constraints, because of the characteristics of the
underground water.

Severage system : to be fully restored.

Plans

1) Layout
2) Plan
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D. ASMARA WINE FACTORY, ASMARA

D.1 GENERAL INFORMATION
This factory operates in a region (Eritrea) too far and
decentralized from Addis Ababa and its nearby markets, with serious

transportation problems.

Location: Asmara.

Administration : State owned firm, depending from the Ethiopian
Beverage Corporation (E.B.C.).
Object : production and bottling of wines (principal), sparkling

wine, vermouth, vineg~:r zvrups and liqueurs.

Personnel : 23

Wine procuction (1984/85) : about 600,000 litres (daily production:

2,000-2,500 bottles), for a total value of 1.3 million Birr (90%

red, 10% white).

Main inputs and origin :

- dry raisin:about 270 q, imported;

- sugar:about 900 q,from Ethiopian Sugar Estates;

- other auxiliary products (tartaric and citric acid, biammonical
phosphate, sodium benzoate, etc.): about 18 q, imported from various
countries;

Bottles : supplied by an Ethiopian glass factory.

Cork : imported, mainly from Spain and Portugal.

Market : wine is almost totally sold in the regional market and Tigrai.

D.2 PRODUCTIVE CYCLE F/ND PRESENT SITUATION OF THE EQUIPMENT

D.2.1 Processing cycle

- Processing methodology for wine drawing from dry raisin : similar
to that of the Addis Ababa wineries;

- pressing of pomace : carried out in vertical discontinuous pressing
machines;

- cold-stabilization : not applied due to the lack of suitable equipment;

- clarification and filtration : made using old bag filters, in bad

condition, causing a high oxidation of the wine;
- bottling : carried out by hand;
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- corking: with very old equipment;
- bottle washing: by hand. No washing machine exists due to the absence
of a warm water system.

No polishing filter exists in the cellar. There is a lit -
tle air refrigerator used for the cooling of "must" when the temperatu-
re is toc high.

There are neither isothermic vats not a refrigerator for
the wine stabilization, nor a pasteurization unit.

D.2.2 Constraints

The main constraint is the lack of the equipment in all pro
cessing, packaging, stocking and shipping stages. Moreover some of the
existing equipment are in poor condition: another proovlicm is represen -
ted by the standard of maintenance, which is inadequate aue especial -
ly to the lack of spare parts.

A list of equipment with comments on its present condition
is detailed below.

D.2.3 Present condition of the equipment

D.2.3.1 Equipment in goocd cordition, previous repair and extra mainte-
nance interventions

- n. 51 cement fermentation vats listed below: to be fully restored ,
coated and vitrified; valves and doors to be replaced;
. n. 2, cap. 9 hl each;

. n. 1, cap. 10 hl;

. n. 5, cap. 11.5 hl each;
. n. 14, cap. 12 hl each;
. n. 3, cap. 15 hl each;

. n., 10 cap. 17 hl each;

. n. 10, cap. 19 hl each;
. n. 3, cap. 21 nl each;

. n. 3, cap. 60 hl each.
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n. 16 fermentation barrels in chestnut wood, listed below: 60% recove
rable, after proper repairs:

. n. 3,cap. 2.75 hl each;

. n. 4,cap. 7 hl each;

. n. 1l,cap. 11 hl;

. n. 2,cap. 18 hl each;

. n. 3,cap. 20 hl each;

. n. 1l,cap. 22 hl;

. n. 1,cap. 23 hl;

. n. 1,cap. 25 hl.

n. 2 glass fibre reservoirs, cap. 50 hl each: in goed condition;

n. 6 glass fibre reservoirs, cap. 30 hl each: in good condition;

n. 2 reservoirs, in stainless steel, cap. 11 hl each: in good condi -
tTion;

n. 2 riston pumps ("A.E.I."), cap. 50 hl/h: in good condition;

n. 1 piston pumps, cap. 35 hl/h: in good condition;

n. 2 centr.fugal pumps, cap. 25 hl/h: in good condition;

n. 1 glass column for treating sparkling wine, cap. 5 hl: in good con
dition;

n. 1 linear filling machine, with 6 places: in good condition;

n. 11 trucks of medium tonnage for wine transportation:in good condition;

the Tollowing special equipment for liqueurs, all in good condition:
. n. 1 linear filling machine, with 6 siphons;

. r. 1 small saturation column;

. .. 2 small corking machines;

. n. 3 basin filling machines;

. n. 1 reservoir, in stainless steel, cap. 10 hl.

.2.3.2 Equipment in poor condition or out of order

n. 9 small cement vats, for wine ageing:

n. 4 vertical pressing machines, double track, in iron, hand opera -
ted;

n. 2 continuous pressing machines ("A.E.I."), in iron, cap. 15 q.
each: scrap ;

n. 4 gravity bag filters ("A.E.1.");

n. 1 refrigerator in iron ("Lennardo da Vinci"), cap. 750 litres;

n. 1 plate filter ('"Gianazza'"), cap. 5 hl/h;

n. 2 small basin filling machines, hand operated;

n. 1 corking machine ("A.E.I."), in iron, for crown taps;

n. 3 corking machines ("A.E.I."), in iron, for cork;
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n. 2 corking machines ("A.E.I."), in iron, for cork;
- n. 2 units for inserting gas: scrap ;
- n. 2 units for inserting gas, with 2 taps, for sparking wine.

D.2.3.3 Total utilizable capacity of the containers

-

As listed below:

- n. 51 fermentation cement basins 900 hl
- n. 10 fermentation wooden barrels 130 hl
- n. 8 glass fibre glass reservoirs 280 hl
- n. 2 reservoirs in stainless steel 22 hl

Total 1,332 bl




D.3 PRESENT SITUATION OF SITE, BUILDINGS, SERVICES AND UTILITIES

D.3.1 Sit= and buildings

The original building was erected in 1947, and converted in
to the present winery in 1974. Additions have been made since that
date. Original area of 2,617 sq.m. was later increased to the present
6,642 sq. m.

\

The factory area is about 1,130 sq. m.(ground floor for in-
dustrial operations, first floor for offices etc.).Other buildings: sto
re for the empty containers (60 sq. m); conference hall (55 sq. m).

In the factory yard a warehouse for empty containers (about
170 sq. m) is being built.

D.3.1.1 Construction characteristics

Supporting walls of the main building: in reinforced concrete ,
with cement blocks, cement rendered;

- wine drawing room: pillars in reinforced concrete; trusses and roof
frames in wood; roofing in galvanized sheet; perimetral and partition
walls in plastered blocks;

- floors in crushed cement on the groundfloor and in linoleum in the
offices;

- fixtures: in iron or painted wood:
- wall of the processing area: enamol coated to a height of 1.50 m.

D.3.1.2 Present condition

In general good due to a correct maintenance. However, a
partial renovation of the buildings is recommended (see proposals).




D.3.2 Services and utilities

Electric power: supplied by EELPA, tension V 220/120. The
distribution network does not meet modern operational and safety requi-
rements.

Water: supplied by the Municipal Aqueduct in sufficient
quantity; ‘there is a reservoir of 150 cu.m.

Sewerage system: water drained into the municipal network.
A water purification plant is not foreseen.
Plans

1) Layout
2) Plan
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ANNEX 5

- PRESENT SITUATION OF THE ETHIOPIAN VINEYARDS -

COMMENTS AND RECOMMENDATIONS ON THE CULTIVATION

TECHNIQUES FOR THEIR FURTHER DEVELOPMENT
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PRESENT SITUATION OF THE ETHIOPIAN VINEYARDS - COMMENTS AND
RECOMMENDATIONS ON THE CULTIVATION TECHNIQUES
FOR THEIR FURTHER DEVELOPMENT

The agronomist (and wine machinery expert) of the IFAGRARIA
Team visited in September, with the kind assistance of the Horticulture De
velopment Corporation (H.D.C.) and E.B.C., the vineyards in Ziwai and Du-
kam.

The expert carried out a survey of each vineyard and made a
report on their present condition, advancing suggestions for their future
development.

In particular he studied the soil characteristics and suita -
bility, present plantation techniques, the pruning system, and related in

frastructures.

The expert's findings are as follows:

1. ZIWAI VINEYARD

1.1 PRESENT SITUATION, CONSTRAINTS, RECOMMENDATIONS

This vineyard is located at 8 Km from the Ziwai village,
which is connected to Addis Ababa by a good asphalt road (170 km). The
access road to the wineyard is unpaved in good condition and passable by
heavy and medium tonnage vehicles.

Total vineyard area is 92 hectares, out of which 46 are in
full production, the vines are 6-7 years old: the remaining 46 ha have
been recently planted and will start producing in 1986 and 1987.




Soils are suitable for vine cultivation: they are of a mid -
dle mixture, slightly light, with a very deep fertile layer, and a rather
high organic and pH content.

The vineyard, accs: .‘ing to information supplied by the H.D.C,
will be irrigated by means of a canal network, under construction. At
present there is only the pos-ibility to irrigate with the traditional sur
face irrigation system.

Clir. ie condit.ons are very favourable and at present two
harvests are mad: per year (Jaauary, June), with a total grape yield of
35-40 q per ha - syei which could be roughly doubledif proper cultural

techniquer were carried out.

In this connection the following considerations must be put
in evidence:

a) Vine kind promiscuity

In the vineyard some different kinds of vines are planted, which are not
compatible, due to different ripening and harvesting times, and the-
refore have negative effects on the quantity and quality of the gra -
pe.

b) Pruning

Vine pruning is not carried out : cording to rational and modern techni
ques. Personnel are not qualified sufficiently and trained for this
important work. The "Guyot" method should be utilised particularly for
"dry pruning”. Only shoots fruitifying with a number of buds rela -
ted to the mother-plant strength (6-8 buds) must be retained, where-
as all parastic shoots - developing only leaves and causing a high
percentage of abortive fruits - must be cut.

This last phenomenon has been seen in large number of vines at
"alberello", bearing a considerable quantity of buds, which would give
good production results but for irrational pruning.
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A dying off of the lonz shoots with 10-15-20 buds can reach 50-70%;
therefore a mixed pruning Guyot type is suggested for long shoots with

6-8 fruit bearing buds, whereas on the short shoots only a 1-bud spur
can be left.

All the unfruitful vegetation must becut off durig "dry" and
"green" pruning (this last is not at present applied).

c) Other cultural works

Anticryptogamic treatments (especially against oidium and peronospo -
ra) are seldom carried out at the right time.

Surface irrigation is not made at the right time and volume and must
be improved whilst waiting for the start up of the new irrigation sche
me.

Many complementary - but important - works like disking, ploughing |,

harrowing, manuring, etc. are neglected. For example weeds often
grow higher than the vines.
d) Birds

Birds are causing a high grape wastage (up to 30-40%). In order to
eliminate or minimize this an ultra-sound device can bte installed!the
cost is relatively low and would be recovered by a higher harvest.

1.2 CONCLUSIONS

By improving cultivation techniques, in particular pruning |,
and minimizing bird damage, the output of this vineyard could almost dou-
ble in one-two years. A further development of the production can be ’
of course, obtained by a progressive extension of the cultivated area, at
any rate already planned by the H.D.C.




2. DUKAM VINEYARD

2.1 PRESENT SITUATION, CONSTRAINTS, RECOMMENDATIONS

The vineyard is located at about 120 km from Addis Ababa ,

and is linked by a good asphalt road. The area is 25 ha of vines of
mixed kinds, causing the same problems as remarked for the Ziwai vine-
yard.

Vines are aged from 15 and 18 years. Yields are around 15-20
g/ha.

Soils are peaty mixed with clay, with a higher organic con -
tent. Also humidity is good.

Climate is favourable, with higher rains in respect to Zewai.
However, there is only one harvest per year.

Vine productive conditions are good, visible from plants stre
ngth, shoots perfect lignification and the quantity of buds.

As regards this vineyard the constraints and recommendations
are the same as observed for Zewai vineyard.

2.2 CONCLUSIONS

Due to soil and climate characteristic, this vineyard could
produce for the next 10 years, and with higher yields, if cultural techni
ques were improved as previously suggested. HMoreover, an extension of the
cultivable area, always with favourable requirements, is possible.
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LIST OF THE EQUIPMENT REQUIRED FOR THE NEW PLANT.
FOR THE RESTRUCTURATION OF THE EXISTING WINERIES AND

FOR THE CREATION OF A FIRST CENTRE FOR MUST PREPARATION é,f

A, NEW PLANT

B, AWASH LIDETA WINERY

C+ AWASH MAKANISSA WINERY
D, ASMARA WINE FACTORY

E, LITTRE CENTRE FOR MUST PREPARATION %
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LIST OF THE EQUIPMENT REQUIRED FOR THE NEW PLANT, FOR THE
RESTRUCTURATION OF THE EXISTING WINERIES AND FOR THE CREATION

OF A FIRST CENTRE FOR MUST PREPARATION

Page
CONTENTS
NOTES A.6/4
A. NEW PLANT A.6/5
B. AWASH LIDETA WINERY A.6/25
C. AWASH MAKANISSA WINERY A.6/33
D. ASMARA WINE FACTORY A.6/47

E. LITTLE CENTRE FOR MUST PREPARATION A.6/63




Notes:

. Equipment are grouped by sector;

. Prices refer to each sector and are expressed in Italian Lire (Lit.) and
in Birr on the basis of a rate of exchange of 1 US $ = 1,762 ItalianlLi
re (average IV Quarter 1985) and 2.07 Birr (cross exchange 1 Birr =
851.50 Italian Lire);

. Prices are CIF-Assab (on board) and include assembling cost at the fac
tories with suppliers' specialized personnel;

. "Final" costs are estimated in the main text: they include custon du -
ties (if any) and taxes, landirg and transit expenses and taxes, ware-
housing duties, inland transport, additional assembling cost (local la
bour), and contingencies (av. 10%);

. Spare parts for equipment and vehicles are not listed here. They will
be determinated and evaluated during economic analysis;

. In the same occasion, a few additional equipment will be proposed as
an integration of tne wineries capital goods. It is the case of trucks,
car, offices equipment and furniture.
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A - NEW PLANT

FIRST MODULE

CAPACITY OF rRESH GRAPE PROCESSING: 40,000 quintals

CAPACITY OF TOTAL WINE PRODUCTION : 150,000 hl. from fresh grape and
dry raisin

BOTTLING CAPACITY: 8,000 litres/hour

PLANNED ENLARGEMENT (1)

(1)

MODULAR INCREASE OF CONTAINERS' CAPACITY

The equipment required for future enlargements will be listed and evaluated in the

main text in strict relation to planned wine production.




- A.6/6 -

RECEPTION OF GRAPES

1 WEIGHING INSTALLATION
Consisting of:

- weighbridge

- 14 x 3 m platform, capacity 60 ton

— dial-type automatic head

— +terminal with visual indication display and rapid print
out.

1 PROBE-TYPE SAMPLER

With articulated arm

1 REFRACTOMETER STATION

Automatic type, for measuring sugar-content of the musts.

OVERAI.L PRICE LIT. 80,800,000.=

Birr 84,890.=
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WINE-MAKING LINES, IN RED AND WHITE

Working capacity: 200-250 ql/h

5 HP Flat car, tippable both sides
Length 6 x 3 m
. carying capacity: 200 cl
equiped with hydraulic unit with electro-piloted distribution

5.5 HP Screw conveyors

. length 6 x 2.50 m

. equiped with reducers and safety guards

. designed for unloading from both sides

. all parts in contact with the liquid mass in stainless steel AI-
ST 304

7.5 HP Roller pressing-disteming crushers
. Capacity: 250 ql each
. length 330 x 95 x 160 cm
all parts in contact with the liquid mass in stainless steel

Stalk extractors
. Type AR 300, each complete with 12 HP engine
PVC pipes; curved trestle

8-10 HP Piston electropumps

. 2-cylinder type, with all parts in contact etc. (see above)

. delivery capacity 450-600 hl/h, serving the two pressing-diste -
ming machines

Electric switchboards
For control, command and synchronization of the series-connected ma
chines

6 HP Liter-counting piston pump
For racking off, blending and controls
. delivery 200-400 ql/h




250m

100m

4 HP High-pressure pumps
Suitable for cleaning vats and machines
. working pressure: 30 atm.

6 HO Rotary conveyor with grilled double bottom

Suitable for the pre-washing and cleaning of dryraisins before their
delivery to the wine-making units

. containing capacity about 100 ql

. all parts in contact with the liquid mass in stainless steel

1 HP Automatic matering unit for distribution of sulphur anhydri -
de (dioxide)
. Complete with two distribution assemblies

100 ¢ fixed piping
For conveyance of crushed grape from the wine presses to the vinifi
cation sector

Mobile reeled piping
For conveyance of crushed grapes, connected up to the 100 0] fixed
pipes

OVERALL PRICE LIT. 309,842,000.=

Birr 363,880.=
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WINE-MAKING LINE, IN WHITE

5.5 HP Inclined separator

For the first separating of the white grapes meant for wine-making,
in white

. diameter: 640 mm @

. capacity: 250 ql/h

. all parts in contact with the liquid mass in 304 stainless steel

15 HP Continuous pressing machine
Suitable for the exhausting of the pomace coming from the above men
tiored separator
. capacity: 640 t
all parts (see separator)

Centralized dial-type control panel

For controlling the two separating-pressing machines

. equiped with air compressor and control unit for pomace exhaus -
ting pressure

5.5-8 HP Double-piston pumps

For conveyance of must produced from the exhausting line to the far
mentation vats

delivery: 500 hl/h

OVERALL PRICE LIT. 132,800,000

Birr 155,960




WINE-MAKING LINES, IN RED FOR FRESH AND DRIED GRAPES

Working capacity: 40,000 ql/year of fresh grapes; in
addition 130,000 hl/year of wine from dry raisin

N.

20 500-hl Press-separator-extractors
. Made entirely in AISI 304 stainless steel;
equiped with electric panels, timers, idletime programmers, boos
ter units, pomace extraction 3crews, and 12-HP power units with
speed reducers;
height 10.20 m;
diameter 2.00 cm
height of discharge mouth 100 mm

4 Spiral staircases
Entirely in stainless steel
height 11.50 m each

100m Wine-press connecting gangways
Entirely in stainless steel

1 Racker-off for skins separation

1 Rotating-brush filter
For coarse impurities

2 5.5 HP Screw conveyors for pomace
To be placed under the wine-presses
Each 20 m lons, 1 m wide, 0.70 m high

2 7.5 HP Screw elevators for pomace
For conveyance to the final presses
in stainless steel
lenght: 6 m
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Inclined separator

Suitable for obtaining 50% pure must in the first passage to then

discharge the plug for pressing in the continuous press
. diameter 800 mm

+ Capacity 400 q1
'« wheel-mounted and adjustable legs, characteristics:

.« length 6,240 mm
.« width 1,150 mm
.. height 3,100 mm
.. power 7.5 HP

.. weight 5,500 kg

- all parts in contact with the liquid in stainless steel

1 Continuous press
For the extraction of 400 ql of fermented pomace
capacity 800 t
. characteristics:

.. length 5,885 mm
.. width 1,300 mm
.. height 1,955 mm
.+ weight 76 ql
.. power 20 HP
. all the parts in contact with the liquid are in AISI stainless
steel
1 Centralized control board for these machines

For the above mentioned equipment
equipped with all automatisms and Compressor

1 Screw conveyor for exhausted pomace
For removing pomace from presses
. in stainless steel

12m Belt for inclined screw conveyor
4 Trahsitable manhole convers

For the four under-press
+ vats (for crushed material collecting)

OVERALL PRICE  LIT. 1,509,500,000
Birr 1,772,750



MUST TRANSFER

300m Mobile reeled piping
With relative fittings for transfer of musts
. supplied in various diameters

2 8-10 HP Pumps
For racking off
capacity 6C0-700 hl
all parts, etc.

1 10-15 FP Pumps
As described above, but suitable for large-scale tunning
capacity 900-1,000 hl

2 5.5-8 HP Pumps
As described above,for the movement of the extraction-lines must
capacity 500 hl

5 Pumps
As described above, suitable for secondary fermentations tunning
. capacity 500 hl

2 3-4 HP Pumps
As described above,for shreddings
. capacity 300 hl

4 2.7-4 HP Pumps
As described above, for topping up and draughts
. capacity 100-200 hl

1 15 HP Rotary pump
For transfer of dregs and dried grapes
capacity 250 hl
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1 Set of fixed stainless steel and mobile pipes
For secondary fermentation, equiped with fittings, bends, hangers ,
etc.

OVERALL PRICE LIT. 310,850,000

Birr 365,060
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SECONDARY FERMENTATION

1,500-HL stainless steel tanks (or vats)

Diameter, 5 m
total height 8.50 m

2,500-HL stainless steel tanks

Diameter 6.42 m
. height 8.65 m

300-HL stainless steel tanks
. Diameter 2.87 m
. height 5.79 m

250-HL stainless steel tanks
. Diameter 2.€3 m
height 5.76 m

150-HI, stainless steel tanks
. Diameter 2.39 m
. height 4.59 m

100-HL stainless steel tanks
. Diameter 1.91 m
height 4.44 m

50-HL stainless steel tanks
. Diameter 1.44 m
. height 3.90 m
25-HL stainless steel tanks
Diameter 1.20 m
height 3.12 m

Stainless steel foot stairs

Stainless steel gangways

To serve external and internal tanks



Spiral staircases
To serve external tanks

Sugar dissolvers
Wheel mounted,in stainless steel
. capacity 30 hl

Agitators
To be inserted in the tanks for wine correction

Air and glycol must - chillers (refrigerators)
For control of the musts

Nitrogen distribution unit
For shedding tanks

OVERALL PRICE LIT 2,042,130,000

Birr 2,398,270
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MUST AND WINE FILTERING PLANT

Gigantic press filter
Mod. 100 x 100, automatic, complete with fossil-flour feed unit

Press filter
40 x 40 - 40 plates, for filtration of dreg residues coming fromthe
treatments

Dry-type rougher filters
Self-cleaning with automatic discharge
. capacity 300 hl each

Stainless steel brillianting filters
40 x 40 - 80 plates, trolley-mounted, snap closure, equiped with

pumps

Chemical products mixer

OVERALL PRICE LIT. 296,700,000.=

Birr 348,440.=




12
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CHILLING DEPARTMENT
{REFRIGERATION)

Refrigeration unit

. Complete with 2 motors and compressors, motor-driven wine pump,

racking off power unit, condenser
. capacity 120,000 Fr/h

Water-cooling tower
Including water-circulation pump, feed pipes

Electric control panel
For refrigeration and tower unit

250-HL heat-insulated stainless steel tanks
For wine stabilization

Set of stainless steel connecting pipes

Automatic decalcinator/water-softener unit
. Capacity 30 cu.m/h

Microfiltration plant
. Capacity 15,000 1t/h

OVERALL PRICE LIT.

Birr

582,051,000.=

683,560.=



HOT BOTTLING PLANT FOR SPARKLING NON "ENOSTERILE"
WINES — CAPACITY 8,000 LT/H

Heating plant
With two 1,200,000 kg/Cal boilers, complete with accessories
efficient operation

Macerating —washing machines
Centinuous flow, 18 rows

250-HL stainless steel tanks
For drawing the wine into the filler

Nitrogen distribution unit
100-HL saturator tower

80-HL three-stage plate-type pasteurizer
Complete with all accessories

Automatic isobaric filler
With 50 filler taps

Detector for extraneous bodies:
dirty or broken bottles, etc.

Automatic corking machine (for corks)
With 8 tapping heads

Crown-cap tapper
8 tapping heads

Missing corks detector
Automatic distributor of heat-retractable caps

Set of supplementary formats

for
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Set of supplementary archimedean screws
Tunnel for retracting caps and drying of bottle necks

Cap polisher
With 20 heads

Labeller
Suitable for apply 3 pieces with 12 small plates

Set of stainless steel connecting belts
And for bottle transport

Set of angle stations, power units, accumulation platform, etc.
Roller platform for erate conveyance

Steam-raising plant - water plant - air plant at the bottling li-
ne

Automatic packaging machine for cardboard

Automatic carton taping machine
1,000-1,200 boxes per hour

Centralized electric switchboard
For control and protection of motors installed on the machines

OVERALL PRICE LIT. 1,247,120,000.=

Birr 1,464,620.=
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MISCELLANEOUS PLANTS

Set of flues, electricity-driven suction fans
For carbon and sulphur dioxides. Air conditioners for the office

Set of supplementary equipment

Conveyor belt
For transportation of containers

1,000-LT air compressors
With 3 motors

Electrically-driven pallet carries ("electric mule")
With recharging station
Capacity 2.000 kg
Diesel-driven pallet carrier
. Capacity 2,500 kg
lifting height 5.60 m
Manually-drawn hydraulic trolleys

Analytical laboratory equipment

Water supply system
Outside and inside the winery, well and lifting equipment

2,000-HL stand-by water tanks
Complete with 30-hl, 6-atm surge tank - with two pumps

Chlorination plant
For disinfecting water

Fire-fighting plant
Telephone plant

Workshop equipment
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N.

1 Electric installation
Complete with power cables, lighting cables, sockets, lamps, out-
side poles, etc. (installed in place)

- Office equipment

(desks, shelving, type writers, accountacy computer, photocopying
set, etc.)

1,000 Seasoned-timber four-way pallets
. Dimensions: 1,000 x 1,200

OVERALL PRICE LIT. 802,700,000.=

Birr 942,690.= (1)

(1) Of which: Birr - 728,130 for equipment
- 98,300 for internal vehicles
- 116,260 for office equipment, other non-technical equipment and
furniture
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SECONDARY FERMENTATION

300-HL stainless steel tanks
. Diameter 2.87 m
. height 5.79 m

250-HL stainless steel tanks
. Diameter 2.63 m
height 5.76 m

150-HL stainless steel tanks
Diameter 2.39 m
. height 4.59 m

100-Hl. stainless steel tanks
Diameter 1.91 m
height 4.44 m

S50-HL stainless steel tanks
. Diameter 1.44 m
. height 3.90 m

25-HL stainless steel tanks
. Diameter 1.20 m
height 3.12 m

Foot irons
Completely in stainless steel

Stainless steel gangways
To serve external and internal tanks

Agitators
To be inserted in the tanks for the correction of the wines

Air and glycol must-chiller (refrigerator)
For the control of the musts
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SUMMARY
VALUE
DEPARTMENT
(in Lit. and Birr)
— RECEPTION OF GRAPES LIT. 80,800,000.=
Birr 94,8390.=
- WHITE AND RED VINIFICATION LINES LIT. 309,842,000.=
Birr 363,880.=
— WHITE VINIFICATION LINE LIT. 132,800,000.=
Birr 155,960.=
- RED VINIFICATION - FRESH AND DRIED GRAPES LIT. 1,509,5C),000.=
Birr 1,772,750.=
~ MUST TRANSFER LIT. 310,850,000.=
Birr 365,060.=
— SECONDARY FERMENTATION LIT. 2,042,130,000.=
Birr 2,398,270.=
-~ MUST AND WINE FILTRATION LIT. 296,700,000.=
Birr 348,440.=
— CHILLING (REFRIGERATION) LIT. 582,051,000.=
Birr 683,560.=
- HOT BOTTLING LIT. 1,247,120,000.=
Birr 1,464,620.=
- MISCELLANEOUS PLANTS AND SERVICES LIT. 802,700,000.=
Birr 942,690.=
GRAND TOTAL LIT. 7,314,493,000.=
Birr 8,590,120.=
Us $ 4,149,816.=

Note: Equipment temporarily supplied to Makanissa Winery is included.



B -~ AWASH LIDETA WINERY

(Subsidiary Bottling Unit)

Bottling capacity: 4,000 Litres/hour

ADDITIONAL EQUIPMENT




- A.6/27 -

CHILLING DEPARTMENT

(REFRIGERATION)
N.
1 Refrigeration unit
. Capacity 120,000 Fr/h, multipurpose refrigeration with air coo
ling
1 Recovery tower water cooling
. Capacity 500,000 Fi/h
i Electric control switchboard
12 250-HL stainless steel heat-insulated vats
For stabilization of the wine
1 Automatic decalcification/water softening unit
. Capacity 30 m3/h
1 Microfiltration plant

Capacity 15,000 lt/h

OVERALL PRICE LIT. 584,000,000.=

Birr 685,850.=
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YENOSTERILE" BOTTLING PLANT FOR PASTEURIZATION OF SPARKLING
WINES — CAPACITY 4,000 LITERS/HOUR

N.
1 Heating plant
With two 1,200,000 kg/Cal boilers, complete with accessories for
efficient operation
4 250-HL stainless steel tanks
For drawing the wine into the filling machine
1 Nitrogen distribution unit
1 50-HL saturator tower
1 Tapper for crown caps
. Capacity 4,000 bottles/hour
1 Missing stopper detector
1 Automatic distributor of heat-retractable caps
1 Set of supplementary formats
1 Set of supplementary archimedean screws
1 Cap retraction and bottle-neck drying tunnel
1 Cap polisher on the bottles
1 Set of angle stations, power units, accumulation platform, etc.
1 Roller platform for transport of cases

- Steam-raising plant, water supply installation and air plants
at the bottling line

1 Automatic tapper for cardboards
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Centralized electric panel
For control and protection of motors installed on machinery

OVERALL PRICE LIT. 374,300,000.=

Birr 439,580.=
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MISCELLANEOUS PLANTS

Set of flues, electricity-drive suction fans
For carbon and sulphur dioxide. Air conditioners

Conveyor belts
For transportation of containers

1,000-LT air compressor
With 3 motors

Electrically-driven pallet carrier ("electric mule")
With recharging station
. Capacity 2,000 kg

Diesel-driven pallet carrier
Capacity 2,500 kg
. lifting height 5.6 m

Manually-drawn hydraulic trolleys
Capacity 1,000 kg

Set of equipment
For integration analytical laboratory

Water supply system
Outside the winery, and lifting equipment

Water supply installation
Inside the winery

1,000-HL stand-by water tank
Complete with surge tank of 30 hl at 6 atm. and two pumps

Chlorination plant
For disinfecting water

Fire-fighting plant
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N.

- Workshop equipment

- Electricity installation
Complete with power cables, lighting cables, sockets, lamps, out
sid poles (installed in place)

- Office equipment (desks, shelving, etc.)

1,000 4-way seasoned timber pallets
Dimensions: 1,000 » 1,200

1 Set of fixed stainless steel piping
Various diameters

OVERALL PRICE LIT. 595,450,000.=

Birr 699,300.=(1)

(1) Of which: Birr - 484,740 for equipment
- 98,300 for internal vehicles
- 116,260 for office equipment and non-technologic equip-

ment
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SUMMARY

Department Value
parimen (in Lit. and Birr)
. CHILLING (REFRIGERATION) LIT. 584,000,000.=
Birr 685,850.=
. BOTTLING LIT. 374,300,000.=
Birr 439,580.=
. MISCELLANEQUS PLANTS LIT. 595,450,000.=
Birr 699,300.=
Total LIT. 1,553,750,000.=
Birr 1,824,730.=

Us $ 881,510.




C — AWASH MAKANISSA WINERY

Wine-making capacity: 20,00 ql. of fresh grape

and 110,000 ql. of dry raisin

ADDITIONAL EQUIPMENT

Note: Almost all listed equipment are temporarely supplied and after -
wards transferred to the New Winery. Equipment which will remain
at the winery are marked with asterisk (*)
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RECEPTION OF GRAPES

Weighing installation (*)
Consisting of:
welighbridge

14 x 3 m platform, capacity 60,000 kg

. dial-type automatic head

terminal with visual indication and rapid print out

Probe-type sampler
With articulate arm

Refractometer station

Automatic type for measuring sugar-content of the musts

OVERALL PRICE

Of which

LIT.

Birr

LIT.

Birr

80,800,000.=
94,890.=

44,000,000.= (*)

516,735.= (*)
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WINE-MAKING LINES, IN WHITE AND RED

Working capacity: 200-250 ql/h

5.5-HP screw conveyor

All parts in contact with the liquid in stainless steel, AISI 304
length 6 x 2.50, designed for unloading from both sides - comple
te with reducers and safety guards

7.5-HP roller pressing-disteming crushers
of 250-ql capacity with all parts in contact with the 1li -
quid in stainless steel - 1. 330 x 95 x 160

Stalk extractor
Type A R 300, complete with 12-HP motor, PVC pipes, curved
tressle

7/8-HP electrically-driven piston pump

Two-cylinder type with all parts in contact with the liquid in
stainless steel.

Hourly delivery 450/600 hl serving the two wine-presses

Electric switchboard
For control, command, and synchronization of the series-connec -
ted machines

6-HP liter-counting piston pump
Hourly delivery 200/400 ql - needed for racking off, blending ,
and controls

4-HP high-pressure pumps (*)
Working pressure 30 atm, suitable for cleaning vats and machine-
ry

Heating plant

For cleaning the dried grapes and wine-presses
1,200,000 kg/cal hour

Complete with accessories




150 m
(approx)

50 m
{approx)
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6-HP rctary conveyor with grilled double bottom

All parts in contact with liquid made completely in stainless
steel | suitable for pre-washing of dried grapes before their tran
sfer to wine-presses; containing capacity about 100 ql

Automatic metering plant for administration of sulphur dioxide -
1 HP

Complete with two distribution units

100-mm diameter fixed piping (*)
For conveyance of crushed grapes from the presses to the vinifi-
cation sector

Mobile reeled piping (*)
For conveyance of crushed grapes, connected up to the 100 mm dia
meter fixed piping

OVERALL PRICE LIT. 270,450,000.=
Birr 317,620.=

Of which LIT. 35,625,000,=(%)
Birr 41,840.=(*)
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WINE-MAKING LINE, IN WHITE

5.5-HP 640 mm diameter inclined separator

. Capacity 250 ql

All parts in contact with the liquid in 304 stainless steel; sui
table for first separating of the white grapes meant for making
white wine

15-HP T. 640 continuous press
Suitable for pressing the lees coming from the above-mentiocned se
parator - all parts in contact with the liquid in stainless steel

Centralized dial-type control panel
For controlling the two separating-pressing machines, air com -
pressor, control unit for pressure or lees press

5.5-8 HP double-piston pumps

Delivery 500 hl/h,for conveyance of must produced from the pres-
sing line to the fermentation tanks

OVERALL PRICE LIT. 132,800,000.=

Birr 155,960.=
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WINE-MAKING LINE, IN RFD, FOR FRESH AND DRIED GRAPES

Working capacity: 40,000 ql/year of fresh grapes; in addition 130,000 hl/
/year of wine from dry raisin

500-hl press-separator-extractors

. Made entirely in AISI 304 stainless steel;

. equiped with electric panels, timers, idletime programmers |,
booster units, pomace extraction screws, and 12-HP power units
with speed reducers:

.. height 10.20 m
diameter 3.00 cm
. height of discharge mouth 100 mm

Spiral staircases
Entirely in stainless steel
. Height 11.50

Foot irons

Wine-press connecting gangways
Completely in stainless steel

Racker-off for separation of skins

Rotary-brush filter
For coarse impurities

5.5-HP screw conveyors for pomace
To be placed under the wine-presses, each 20 m long, 1 m wide,
0.70 m high

7.5-HP screw elevators for pomace
In stainless steel, for conveyance to the exhausting presses
5 m long
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Screw conveyors

For exhausted pomace, suitable for removal of the pomace from the
presses ; made in stainless steel

Inclined screw conveyor
Transitable manhole convers

For the four vats under the presses (for crushed material collec
ting)

OVERALL PRICE LIT. 726,350,000.=

Birr 883,030.=




300 m

300 m
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MUST TRANSFER

Mobile reeled piping
With relative fittings for transfer of the musts. Supplied in
various diameters

8-11-HP pumps
Suitable for racking off.
. Capacity: 620-700 hl/h

Pumps

As described above, suitable for tunning the secondary fermenta-
tions

. Capacity 500 hl

Pumps
As decribed above, but with 3-4 HP power for shreddings
Capacity 300 hl

2.7-4-HP pumps
As described above, for topping up and draughts
Capacity 100/200 hl

15-HP rotary pump
For transfer of dregs and dried grapes

Delivery 250 hl

Mobile piping for secondary fermentation
Complete with fittings, bends, etc.

30-HL wheel-mounted sugar dissolvers
In stainless steel

OVERALL PRICE LIT. 195,900,000.=

Birr 230,060.=
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1 Nitrogen distribution unit
In the shreddings tanks

OVERALL PRICE LIT. 483,975,000.=

Birr 568,380.=
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MUST AND WINE FILTERING PLANT

NO
1 Gigantic press filter
Mod. 100 x 100, automatic, complete with fossil-flower feed unit
1 Press filter
40 x 40 - 40 plates, for filtration cf dreg residues coming from
the treatments
1 300-HL dry-type rougher filter
Self-cleaning, with automatic discharge
1 Stainless steel brillianting filter
40 x 40 ~ 80 plates, trolley-mounted, snap closure, complete with
pumps
1 Chemicals mixer
1 5 1 portable sulphitometer

For wines correction

OVERALL PRICE LIT. 237,850,000C.::

Birr 279,330.=
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MISCELLANEQOUS PLANTS (*)

N.
1 Set of equipment
To complete the analytic laboratory
1 Set of supplementary egquipment
To complete the workshop
1 1000-HL tank for stand-by water
Equiped with 30-hl surge-tank with double pump, working pressure
6 atm
1 Water-supply installation
1 Fire-fighting installation
1 Chlorination plant
0f adequate capacity
1 Well

With lifting plant

- Complete overhaul of the internal and external electricity plaent

to conform with safety regulations.

OVERALL PRICE LIT. 358,000,000.=(*)

Birr 420,430.=(*)
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SUMMARY

\'/ i it. Bi f
Total value alue (in Lit. and Birr) o

DEPARTMENT i )
(in Lit and Birr) equipment to be trans
ferred to the new plant

RECEPTION OF GRAPES Lit. 80,800,000 Lit. 36,800,000
Birr 94,890 Birr 43,220
WINE-MAKING LINE IN Lit. 270,450,000 Lit. 234,825,000
WHITE AND RED Birr 317,620 Birr 275,780
WINE-MAKING LINE IN Lit. 132,800,000 Lit. 132,800,000
WHITE Birr 155,960 Birr 155,960
WINE-MAKING LINE IN Lit. 726,350,000 Lit. 726,350,000
RED FOR FRESH AND Birr 853,030 Birr 853,030
DRIED GRAPES
MUST TRANSFER Lit. 195,900,000 Lit. 195,900,000
Birr 230,060 Birr 230,060
SECONDARY FERMENTA- Lit. 483,975,000 Lit. 483,975,000
TION Birr 568,380 Birr 568,380
MUST AND WINE FIL - Lit. 237,850,000 Lit. 237,850,000
TRATION Birr 279,330 Birr 279,330
MISCELLANEOUS PLANTS Lit. 358,000,000 Lit. -
Birr 420,430 Birr -
Lit. 2,486,125,000 Lit. 2,048,500,000
Birr 2,919,700 Birr 2,405,760
us $ 1,410,480 us $ 1,162,030
Equipment which will remain to Makanissa Winery Lit. 437,625,000
Birr 513,940

Us $ 248,280
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D — ASMARA WINE FACTORY

. WINE PRODUCTIVE CAPACITY: 100-150 hl/hour, white and red
(fresh grape: 10%; dry raisin: 90%)

. BOTTLING CAPACITY: 1,500 litres/hour

ADDITIONAL EQUIPMENT
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RECEPTION OF GRAPES AND SPECIAL EQUIPMENT
ONLY FOR FRESH GRAPE HANDLING AND PROCESSING (1)

1 Weighing installation
Consisting in:
. weigh-bridge
. 8 x 3m platform, capacity 40 t
. dial-type automatic head
. terminal with visual indication (display)
and rapid print out

1 Refractometric station
Automatic type for measuring sugar content of the musts

1 5.5-HP - Screw conveyor
Equiped with reducers and safety devices
. designed for grape unloading from both sides
- length 6 x 2.50 m

all parts in contact with the liquid mass in stainless steel
AISI 304

1 5.5-HP - Roller disteming crusher
. Capacity 100-150 q./h, length 330 x 95 x 160
. all parts (as above)

1 Stalk extractor
Type AR 300, equiped with 10 HP engine
. PVC pipes; curved trestle

(1) Since for the moment (and in the short period) there is no availability of fresh grape
for industrial use in Eritrea, the equipment listed in this section have not been char
ged to the projest.
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5.5-HP - Piston electropump

Serving the pressing machines

. 2-cylinder type, with all parts in contact with the liquid mass
in stainless steel

delivery capacity
Electric switchboard

For control, command and synchronization of the series-connected

machines

OVERALL PRICE LIT. 100,900,000.=

Birr 118,500.=




100m
(about)

50m
(about)
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WINE-MAKING LINE, FOR FRESH AND DRIED GRAPES

4-HP - High pressure pump
For cleaning vats and machines
. working pressure 30 atm

6-HP - Rotating conveyor with grilled double bottom

For the pre-washing and cleaning of dry raisin before their deli
very to the wine-making line

. containing capacity: 50 qil

. all parts in contact with the liquid mass in stainless steel

Rotating pump
For dry raisin conveyance
capacity: 150-200 ql/h

1-HP - Automatic metering unit for distribution of sulphur anhy-
dride
Complecte with two distribution assemblies

100 mm @ fixed piping
For conveyance of crushed grape from the wine presses to the vi-
nification sector

100 mm @ mobile reeled piping
For conveyance of crushed grape, to be connected to the fixed pi
ping 100 mm ¢

4.5-HP - Inclined separator

For the first separating of the grape destined to vinifica -
tion and of the pomace coming from the vinificators

. diameter 500 mm

. capacity 120-150 ql/h

Continuous pressing machine

For the exhausting of pomace coming from the inclined separator
diameter 500 mm

. capacity 120-150 ql/h

. all parts, etc. (see above)
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Centralized dial-type control panel

For controlling the two separating - pressing machines
equiped with air compressor and control unit for pomace exhau
sting pressure

500 hl - Press — separator - extractors
Entirely in stainless steel AISI 304
equiped with electric switchboard, timer, idletime, and 12
HP power units with speed reducers
height 10.20 m
. diameter 3 cm
height of discharge outlet1l00 mm

Stainless steel foot irons

Stainless steel gangways
For connecting with wine-making line

Racker-off for skins separation

5.5-HP - Screw conveyors for pomace
To be placed under the wine-presses, each 20 m long, 1 m wide and |
0.70 m hign

5.5-HP — Screw elevator for pomace
In stainless steel, for conveyance to the exhausting presses
. 5 m long

Screw conveyors for exhausted pomace
In stainless steel, for removal of pomace from the presses

Transitable manhole covers

For the iwo vats under the presses (for crushed material collec-
ting).

OVERALI, PRICE LIT. 331,350,000.=

Birr 389,140.

Including first sector (grape reception
and special grape processing equipment) LIT. 432,250,000.
Birr 507,640.=
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MUST TRANSFER AND FILTRATION

Mobile reeled piping
With relative fittings, for must transfer
supplied in various diameters

5.5-8 HP — Pumps
For wine tunning
. delivery 500 hl/h

all parts in contact with the liquid mass in stainless steel

34 HP - 2-piston pumps
For must conveyance from the exhausting press
delivery 300 hl/h

Pumps
As described above, for various tunnings

Pumps
As described above
delivery 100-200 hl/h

Sugar dissolvers
Wheel mounted, in stainless steel

Agitators
To be inserted in the vats for wine correction

Air-glycol refrigerators for must (50,000 Fr/h)

Nitrogen distribution unit
For shredding vats

5 kg - Portable sulphurmeter
For injections of sulphurous anhydride (dioxide)

OVERALL PRICE LIT.

Birr

155,500,000.=

182,620.=
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MUST AND WINE FILTRATION

N.
1 Press-filter
For filtration of dreg residues coming from the treatments
dimension 40 x 40; 40 plates
1 Dry-type rougher filter self-cleaning
With automatic discharge
capacity 150 hl/h
1 Stainless steel brillanting filter
Trolley-mounted, snap closure, complete with pumps
dimension 40 x 40
1 Chemicals mixer

. Capacity 15 hl

OVERALL PRICE LIT. 63,000,000.=

Birr 73,990.=
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SECONDARY FERMENTATION

300 HL - Foot mounted stainless steel vats (tanks)
250 HL - As above

150 HL - As above

100 HL - As above

50 HL - As above

25 HL - As above

Stainless steel gangways

Stainless steel foot irons

OVERALL PRICE LIT.

Birr

268,100,000.=

314,860.=
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REFRIGERATION DEPARTMENT

Refrigeration unit

For must refrigeration and control, equiped with & compressors ,

motor-driven pump, etc.
air-cooled
capacity 30,000 Fr/h

Electric control panel
For refrigeration unit

180 HL - Insulated stainless steel vats
For wine stabilization

Set of stainless steel connecting pipes

Automatic decalcinator/water softener unit
Capacity 10 cu.m/h

Microfiltration plant
. Capacity 2,000 litres/h

OVERALL PRICE LIT.

Birr

175,000,000.=

205,520.=
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HOT BOTTLING PLANT FOR SPARKLING AND NON
SPARKLING WINES (Not "Enosterile")

Capacity: 1,500 litres/hour

Heating plant
For dry raisin washing and preparation of "warm bed" in the vini
ficators
capacity 600,000 kg/Cal
. complete with all accessories

Macerating-washing machine
Continuous flow, 8 rows

100 HL - Stainless steel vats
For drawing wine into the filling machine

Nitrogen distribution unit
20 HL - Saturator tower

Three-stages, plate-type pasteurizing unit
Complete with all accessories, 20 hl capacity

Automatic isobaric filling machine
Equiped with 8 filler taps

Detector for extraneous bodies,
dirty or broken bottles

Automatic corking machine (for corks)
With tapping head

Crown-cap tapper
With tapping head

Automatic distributor of heat-retractable caps
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Set of supplementary formats
Set of supplementary archimedean screws
Tunnel for retracting caps and drying of bottles necks

Cap polisher
With 20 heads

Labelling malhine
For arply 3 pieces
oroduction: 2,000 pieces/h
Set of angle stations, power units, accumulation platform, etc.

Roller platform for crate conveyance

Steam-water-air plant
AL the bottling line

Automatic carton taping machine
Capacity: 400-500 bores/hour

Centralized electric switchboard
For control and protection of motors installed on the machines

150 HL - Fuel tank
In carbon-enamelled iron

OVERALL PRICE LIT. 568,100,000.=

Birr 667,180.=
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MISCELLANEOUS PLANTS

N.
1 Set of flues,electricity-driven suction fans
For carbon and sulphur dioxides. Air conditioners for offices
1 Set of supplementary equipment
1 Roller conveyor
For container transportation
1 750 1t - Air compressor
With 2 motors
1 Electric transpallet ("mule")
With recharging station
. capacity 2,000 kg
1 Diesel-driven transpallet
. Capacity 2,500 kg
. lifting height 5.60 m
2 Hydraulic trolleys
- Integration of analysis laboratory
- Integration and up-dating of the water supply system
Inside and outside the factory
1 1,000 HL - Stand-by steel water tank
For spare water, equiped with pressure vat, 20 hl, at 6 atm
1 Chlorination plant
1 Fire-fighting plant

- Integration of workshop equipment

- Up-dating of electric plant and network
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N.
- Integration and up-dating of office equipment
300 Seasoned-timber or plastic four-way pallets
For crate conveyance
OVERALL PRICE LIT. 391,700,000
Birr 460,000 (1)
(1) Of which: 324,130 for equipment

94,770 for internal vehicles

41,100 for office equipment, non-technologic equipment, incl. fur-

niture
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SUMMARY

DEPARTMENT

. WINE-MAKING LINE FOR FRESH AND DRIED GRAPES

» MUST TRANSFER AND FILTRATION

- MUST AND WINE FILTRATION

. SECONDARY FERMENTATION

. REFRIGERATION

. BOTTLING

. MISCELLANEOUS PLANTS

(1)
(1) (2)

(1)

(2)

VALUE
(in Lit. and Birr)

LIT. 331,350,000
Birr 389,140

LIT. 155,500,000

Birr 182,620
LIT. 63,000,000
Birr 73,990

LIT. 268,100,000
Birr 314,860

LIT. 175,000,000
Birr 205,520

LIT. 568,100,000
Birr 667,180

LIT. 391,700,000
Birr 460,000

LIT. 1,952,750.000
Birr 2,293,310

us $ 1,107,880

+ Lit. 100,900,000 (Birr 118,502) in the future, in relation to fresh grape availabi-

lity in the Eritrea Region (Elaboret Vineyard, other).
Of which Birr 2,157,440 for equipment.




E - LITTLE CENTRE FOR MUST PREPARATION (1)

(1) The first Centre has been proposed at Zeway Vineyard; the next ones according to so-

me future occurrences (vineyards' grape output, distance, capacity of the grape recep
tion sector in the new winery).
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LIST OF ALL REQUIRED EQUIPMENT

300 HL - Stainless steel collecting tauks
Complete with agitator

Crushing-disteming unit
Entirely in stainless steel
. capacity: 120-150 gq/h

Vane pump

For conveyance of the crushed grapes
- wholly in stainless steel

. delivery: about 200 g/h

100 mm @ reeled PVC piping
Connected up for conveyance of crushed grapes

Tanks
For transportation of must for truck mounting

OVERALL PRICE LIT.

Birr

128,180.00.=

150,530.=
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PROPOSED LAYOUT FOR AWASH LIDETA BRANCH
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PROPOSED LAYOUT FOR AWASH MAKANISSA BRANCH




AWASH MAKANISSA BRANCH

LAYOUT
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ANNEX 9

PROPOSED LAYOUT FOR ASMARA WINE FACTORY




12.00 7.00 44.50
&
_T_i +— — + _ I
jN°4!'|80 h) INSULATED TANKS { N® 51225 hl L N°® 5 x 350 M N N® 35 x 100 Ml L
+ - e 4 r t T
) s s ) ~ |
HERHR 00/00/0]0]0I010)
55 3 L';LJ 3 a PRESSING AND O Q OO 00O OO O /
-_ -]
§ T 2 3 Tz FILTRATION | __N®5 x 150N | N° 8 x 250 bl
. : OQOO0OO0O0OOOO
: == = == =
‘ OOOOO
a
S ) BOTTLING N° 5% 300 h)
]
> N°®21x 500 A W
- ) 1
< q' WINE - MAKING VATS 1 — = - — P ~—
g | | 7
-‘ 1
"—' 5 __»_ BOTTLES WASHING FINISHED PRODUCTS STORE
m l‘
w
@w | RAW MATERIAL STORE
o) : 2
(o] ) — v
P '
" r‘! ‘J 7 |
| I ) | ;
i SALES ] ‘ |
: OFFICE PACKING MATERIALS OFFICE CHEMICALS
d . STORE STORCL
——— o A ~ - fL__;::szz:Z: .

o2 'ee

Nvd

SO0 W bty

Sve 21 o0

Q3504044

Ad0LOVd HONDIT ANV 3NIM YHYWSY

SINIW3A0HdNI

6 Xauuy




ANNEX 10

NEW AWASH WINERY

LAYOUT

PLAN

LONGITUDINAL SECTION A - B
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Annex 10

NEW AWASH WINERY
Plan 1 - LAYOUT
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NEW AWASH WINERY
Plan 2 - PLAN
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NEW AWASH WINERY

Plan 4 - OFFICES BUILDING PLAN
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_ NEW AWASH WINERY
Plan 5 -PERSONNEL SERVICES ~ WATCHMAN QUARTERS .
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NEW AWASH WINERY
Plan 6 - WEIGH BRIDGE
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ANNEX 11

DETAIL OF THE INVESTMENT., BY PLANT AND SECTOR.

CALCULATION OF THE "FINAL” cosT

REHABILITATION OF AWASH LIDETA W NERY

TEMPORARY REHABILITATION OF AWASH MAKANISSA
WINERY

REHABILITATION AND INTEGRATION OF ASMARA
WINE FACTORY

NEW PLANT
NEW PLANT: SUCCESSIVE ENLARGEMENTS
"MUSTING” CENTRES

DETAIL OF REPAIR AND EXTRA MAINTENANCE COSTS
FOR EXISTING EQUIPMTNT
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DETAIL OF THE INVESTMENT, BY PLANT AND SECTOR,

CALCULATION OF THE "FINAL" COST
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Notes:

Values are expressed in Birr at XI/1985 prices

. Equipmentsare listed by sector or processing stage according
the general list and prices reported in the Annex

. Spare parts, whose price is not included in the general list,
have been added in the present document

. Some equipment, not included in the list, have been also ad-
ded here (in general vehicles for external transport, furni-
ture and other non-technologic equipment).
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A) REHABILITATION OF AWASH LIDETA WINERY (value in Birr)
Civil works

. Interventions on external areas 34,800
.. Contingencies (10%) 3,500 38,300

. Buildings
.. Restoring of the existing main

building, including vats 169,500
.» Integrations 124,200
.. Various and contingencies (10%) 29,380 323,180
361,480
Machinery and equipment (by sector)
. Refrigeration (integration) 685,850
Bottling (integration) 439,580
Various equipment (excluding vehi-
cles, furniture and other non-tech
nologic equipment) 484,740
1St total, CIF-Assab incl. assembling 1,610,170
Custom duties and taxes, landing and
transit costs, warehousing duties ,
inland transport, assembling (local
labour) etc. (1) 201,270
274 total 1,811,440
. Contingencies (10%) 181,160 1,992,600
2,354,080
f1) 13-15% of the CIF price, less estimated cost for assembling (around 40% of steel vats

value and 3% of the remaining costs.
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./. 2,354,080

Vehicles

. For internal handling (forklifts,

pallets, imported) 98,300
. One truck (locally assembled or
imported) (1) 80,000
178,300
. Custom, landing, etc. (for impor-
ted vehicles) 20,700
199,000
Contingencies (10%) 19,900 218,900

Spare parts(1)

. For equipment ( 10%) 155,200
. For vehicles (12%) 21,400
176,600
Custom, landing, etc. 25,350
201,950

. Contingencies (10%) 20,200 222,150

Furniture and non-technologic equipment

Furniture, incl. Office equipment {2) 136,260
.. Custom, etc. for imported equip -
ment (40%) 23,240
. Contingencies (10%) 15,950 175,450
Repair and extra maintenance works on e
xisting equipment (3) 62,000
Total 3,032,580

(1) Additional equipment, i.e., not included in the general list
(2) Listed (116,260 Birr), plus integration.
(3) See detail in other section of the Annex
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19,800

113,000

132,800

B) TEMPORARY REHABILITATION OF AWASH MAKANISSA WINERY
Civil Works (1)
Interventions on external areas 18,000
.. Contingencies (10%) 1,800
Buildings
. Restoring of existing buildings 50,000
. Integrations 52,700
. Contingencies (10%) 10,300
Machinery and equipment (2) A B
. Weighing installation 94,830 43,220
Wine-making lines, in
white & red 317,620 275,780
Wine-making lines, in
white 155,960 155,960
Wine-making lines, for
fresh grape and dry
raisin 853,030 853,030
. Must movement 230,060 230,060
Secondary fermentation 568,380 568, 380
Filtration (must and wi
ne) 279,330 279,330
. Various plants 420,430 —
15t total CIF-Assab, incl.
assembling 2,919,700 2,405,760
(1) For stricly necessary works.
(2) A = total equipment supplied in advance to the winery (1st project year);

B = equipment to be later transferred to the New Plant (2nd project year):

Therefore the final cost of the equipment which will remain in the Winery is

636,560 Birr.
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Custom, landing,trans
port, etc. (1) 367,880 303,130 132,800
3,287,580 2,708,890

. Contingencies (10%) 328,760 270,890
3,616,340 2,979,780 3,616,340
636,560
Spare parts (2) ( )
. For equipment (10%) 257,480 212,190
. Custom, etc. 38,620 31,830
.. Contingencies (10%) 29,610 24,400
325,710 268,420 325,710
57,290
Furniture ( )
. Strictly for integra -
tion (2) 15,000
Repair and extra maintenan-
ce works existing equipment 53,000
(3)
Total 4,142,850
(894,650)

(1) See note 1, Lideta Winery.
(2) Additional equipment, not listed, etc.

(3) See detail in other section of the Annex.
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REHABILITATION AND INTEGRATION OF ASMARA WINE FACTORY
Civil Works

. Intervention on external area 20,600
.. Contingencies (10%) 2,060 22,660

.« Buildings
.. Restoring of existing building 138,700

. Integrations 40,700
.. Contingencies (10%) 17,940 197,340
220,000
Machinery and equipment (by sector)
. Raw material reception,pressing
line (1) 389,140
. Must movement and filtration 182,620
. Wine and must filtration 73,990
. Secondary fermentation 314,860
. Refrigeration 205,520
. Bottling line 667,180
. Various equipment, excl. fork -
lifts, pallets, office equip -
ment and furniture 324,130
15%total, CIF-Assab, incl. assembling 2,157,440
. Custom, landing, transport,
etc. (2) 269,680
nd
2 total 2,427,120
. Contingencies (10%) 242,780 2,669,900
2,889,900

Integrations of equipment for reception and processing of fresh grape have been fore-
seen in the future, in relation to its availability (118,500 Birr).

See note 1, Lideta Winery.
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./. 2,889,300

Vehicles

. For irternal handling forklifts,

pallets, imported) 94,770

. 1 truck (locally available or im
ported) (1) 85,000
179,770
. Custom,landing, transport, etc. 18,930
198,700

|
. Contingencies (10%) 19,900 218,600 ‘
Spare parts (1)
\
|
|

. For equipment (10%) 189,250
. For vehicles (12%) 21,570
211,420
. Custom, landing, transport, etc. 39,050
250,470
. Contingencies (10%) 25,050 275,520

Furniture and non-technologic equip-
ment

. Furniture, incl. office equipment |

(2) 51,100
.. Custom, landing, transport, etc
for imported equipment (40%) 8,220
.. Contingencies (10%) 5,930 65,250
Repair and extra maintenance works on
existing equipment (3) 36,000
Total _3,485,270

(1) Additional equipment, non listed etc.
(2) Listed (41,100 Birr) plus integration.
(3) See detail in other section of the Annex.
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D) NEW PLANT

(1)
(2)

Civil Works

Area settlement and other civil works,
excl. buildings (1)

.+ Ground levelling (40,000 sq.m.)

.. Fencing,gate

.. Paving (13,400 sq.m.)

.. Weighing hole (70 sqg.m.)

.. Reception holes (80 sq.m.)

.. Contingencies (10%)

Buildings (2)

Main building (20mx50m)+{80m+120m) =
= 10,600 sq.m.

Offices {630 sq.m.)

Personnel services (267 sq.m.)

Guard house (150 sq.m.)

Guard post (9 sq.m.)

Hangars, warehouses (440 sq.m.)

Various and contingencies (10%)

Machinery and equipment (by sector)

Grape reception

Lines for wine-making,in white and red
Lines for wine-making,in white

Lines for wine-making, in red, for fresh
grapes and dry raisins

Must handling and movement

Secondary fermentation (vats and ancilla
ry equipment)

No cost for the purchase of the area.

120,000
18,400
281,400
27,600

32,000

479,400

47,940

3,€16,000
252,000
106,800
60,400
3,600

30,800

4,269,600
426,900

Birr

527,340

4,696,500

94,890
363,88C
155,960

1,772,750
365,060

2,398,270

5,223,840

5,150,810

5,223,840

It was assumed that the construction works will be carried out by local enterprises,

with locally available or originally imported material, but payable in local money .

This is valid for the remaining plants.
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Birr
./. 5,150,810 5,223,840
Wine and must filtration 348,440
. Refrigeration line 683,560
Bottling line 1,464,620
. Various equipment, excluding vehicles,
office equipment and furniture 728,130
15% total, CIF-Assab, incl. assem™'ing 8,375,560
. Custom, landing, transit, warehousing
and inland transport costs {1) 1,083,270
2"d total 9,458,830
Contingencies (10%) 945,870
3t total 10,404,700
. Less: previously temporarily supplied
to Makanissa Winery (see Makanissa) 2,405,760
.. Custom, landing, etc. 303,130
. Contingencies (10%) 270,890
2,979,780
Total (machinery) 7,424,920
12,648,760

(1) 13:15% of CIF cost, less estimated cost for assembling, that is 40% of vats and reser-
voirs lines and 3% of the remaining costs.
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Vehicles

For internal handling (forklifts, pai-
lets: imported)
Trucks and trailors (locally assembled
or imported) (1)
Cars (locally assembled or imported) (1)

Custom, landing, etc. on imported vehi
cles

Contingencies (10%)

Spare parts (1)

For equipment (10%)
For vehicles (12%)

Custom, etc. for imported equipment and
vehicles

Contingencies {10%)

Less: already supplied to Makanissa Plant

Items added to the annexed equipment list.

Birr

./. 12,648,760

98,300

330,000
50,000
478,300

14,750
493,050
49,350 542,400

720,300
__57,40C
777,700

122,790
ann  Aan
99,050
990,540
-268,420 722,120

13,913,280
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Other ancillary and non-technologic equipment

incl. furniture

. For offices, warehouses, processing areas,
guardian house, sccial services, etc. (1)
. Custom, etc. for imported equipment (about

60% of total value)

. Contingencies (10%)

Lis-ed (116,260 Birr) plus integration.

Total

Birr

./.13,913,280

276,260

54,250

330,510
33,040 363,550

14,276,830
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NEW PLANT: SUCCESSIVE ENLARGEMENTS
New stocking vats

Each module will be formed by n. 10 stainless
steel vats, each for a capacity of 2,500 hl,

. Unit cost, CIF-Assab, incl. assembling
. Custom, landing, transport, etc.

. Contingencies (10%)

Final st

Therefore the final cost of each modular en -
largemert will be

The total cost of the three foreseen modular
enlargements (1991, 1994, 1998) will be

64,600
9,690
7,430

81,720 Birr
817,200 Birr
2,451,600 Birr
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F) "“MUSTING™ CENTRES

Little musting centre
(capacity: 12,000 q. grape)

Equipment, CIF-Assab, incl. assem -

bling (1) 150,530

.. Custom, landing, transport, etc. 22,580

.. Contingencies (10%) 17,310 190,420
. Spare parts, incl. custom, etc. and

contingencies 11,430
Total 201,850

The first Centre will be created at Ze-

way Vineyard in 1988, the second in
1993, the third in 1996 and the fourth
in 1998.

Total final cost of the Musting Centres:

For the equipment 761,680
. For spare parts 25,720
Total 807,400

(1) See detail in the general list of equipment (Annex 6 ).
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DETAIL OF REPAIR AND EXTRA MAINTENANZE COSTS FOR EXISTING EQUIPMENT
(Refer to Anncxes A, B, C and D, Chanter 4) (1)

Lideta Winery (Annex A, point 1.2.3.1)
. From 8 vats in chestnut wood, 30 hl each: n. 5 to be

recovered 4,000
. From 21 vats in chestnut wood, 60 hl each:n.13 to be
recovered 27,300
. Interventions on other equipment, incl. 2 rotating
washing machines 25,000
15% total 56,300
Contingencies (10%) 5,700
Total 62,000

Makanissa Winery (Annex B, point 2.2.3.1)
. From 50 vats in chestnut wood, average unit capacity

40 hl: 32 to be recovered 28,800

. Other urgent interventions 20,000
15t total 48,800
Contingencies (10%) 4,200

Total 53,000

Asmara Wine Factory (Annex D, point 4.2.3.1)
. From 16 vats in chestnut wood, unit average capacity 15hl 7,500

. Other interventicns 25,000
15% total 32,500
Contingencies (10%) 3,500
Total 36,000
On a whole 151,000

(1) Cost for the repair of all cement vats have been included in the item "Interventions on

existing buildings, inci. cem2nt vats",
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ANNEX 12

CONSOL IDATED PROJECT INVESTMENT COSTS.

BY PLANT AN~ “EAR: 1987-2000




Tab.

1 - CONSOLIDATED PROJECT INVESTMENT COSTS, BY PLANY

AND YEAR: 1987 - 2000

(value in Bire, at XI/198% prices)

ITNVESTRENT TotAL (1) 198/ 1988 1989 1990 199) 1992 1993 1994 1995 1996 1997 1998 1999 2000

NEW PLANT 16,728,430 5,381,240 8,152,620] 742,920 - 817,200 - - 817,200 - . - - 817,200 -~ -
. Areas cetslement and othar civil works 527,740 $27,340 - - - - - - - -:. — “4_ T __ -
. Buildings 4,596,500 2,817,900 1,878,600 - - - - - - - - - - - .
. M3thinery and equipmernt {2) (&) 7,424,920] 1,856,000] &,826,000; 47,920 - - - - - - - - - - -
. Vemicles finternal and external) 542,400 - 542,400 - - - - - - - _ _ - _ _
. Spare parts 722,120 180,000 542,120 - - - - - - - - - - - -
. furniture and non-technologic equipment 363,550 - 363,550 - - - - - - - - - - - -
. Successive modules (enlargement) 2,451,600 - - - - 817,200 - - 817,200 - - - 817,200 - -
AWASH LIDETA WINERY: REHABILITATION 3,032,580 2,852,580 180,000 - [_- o - - I - - — - -
. lnterventions 2n external areas 38,300 38,300 - - - - - - - - - - - T —t

Interventions enexistirg buildings incl.

cement vats, and integrations 323,180 323,180 - - - - - - - - - - - - _
. Machinery and eguipment (additional} (2) 1,992,600( 1,812,600 180,000 - - - - - - - - - . -
. Repair 3rd extra maintenanceworks on existing equip. 62,000 62,000 - - - - - - - - - - - - _
. Wehicles {iaternal and external) 218,900 218 900 - - - - - - - - - - - ~ -
. Spare parts 222,150 222,150 - - - - - - - - - - - - -
. furriture and non-technclogic equipment (addi

tisnal) 175,450 175,450 - - - - - - - - - _ - _ -
ANASH WAKANISSA SI1RERY: TEMPORARY REHABILITATION 4,142,850 3,782,850 362,000 I D - - - - - - - - - -
. Inerventions on external areas 19,800 19,800 - - - - - - - -—._- - - - — '—w
. Inrerventionson existing buildings 113,000 113,000 - - - - - - - - - - - - .
. Machinery and equipment (3) 3,616,360 3,256,340 360,000 - - - - - - - - - - - -
. Repair and eatra maintenance works on existing

equipment 53,000 53,000 - - - - - - - - - - - - -
. Spars parts 325,710 325,710 - - - - - - - - - - - -
. Furniture and non technologic equipment (addi

tional) 15,000 15,000 - - - - - - - - - - - - _
ASRARA WINE FACTORY: REHABILITATION AND INTEGRAJION 3,485,270] 3,245,270 240,000 - - - - - - I - - - - -
. Interventionson external areas 22,560 22,660 - - - - - - - —_ - - - - -
. Intervertionson existing buildings, incl. cement

vats,and integrations 197,340 197,340 - - - - - - - - - - - - -
_ Machinery and equipment {additional) (2) {5) 2,669,900 2,429,900 240,000 - - - - - - - - - - - -
. Repat~ and extra maintenance works on existing

eauipment 36,000 36,000 - - - - - - - - - - - - .
. vehicles (internal and external) (additional) 218,600 218,600 - - - - - - - - - - - - .
. Spare parts 275,520 275,520 - - - - - - - - - - - - -
. furniture and non-tech. logic equ‘xpnent {addi )

tional) 55,250 65,250 - - - - - - - - - - - - -
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{Continued tab. 1 )

IAVESTNENT wim (1) 1987 1988 1989 [ 1990 | 1991 1992 | 3993 | 199 | 1995 | 1996 | 1997 | 1998 | 1999 2000
CIMIRLS FOR MUST PREPARATION (AT INT VINEYARDS) 007,400 - 201,850 | - - - I EIIVVL T : AT ] -
b aaipement J61,h80 - 1,420 . - - - 140,620 - - 190,620 - IN6,420 -
e acts 45,720 - el - - - - 1,630 - - s | - 1,630 - -

COST FOR EQUIPMINT EXCHANGES BETWEEN [VTMIOPIAN
WIN[RIES DISASSEMBLING  TRANSPORYV AND REASSEM-

BLING COSIS) 270,000 - 210,000 - - - - - - - - = - - o
TELUNICAL ASSTISTANCE 294,000 - 194,000 | 100,0004 - - - ~ - - - - - . -
. Expert in mechanics and assembling 194,000 - 194,000 - - - - - - - - - _ - _
. Expart in ennlagic procesaes 100,000 - - 100,000 - - - - - - - - - - -
TRAINING OF ETHIOPIAN PERSOMNEL 52,850 = 52,850 - i e i - e - ——— = - b —
. For 5 Ethiopian enotechnicians in Italy (6) 52,850 - 52,850 - - - - - - - - - - - -
PRELININARY AND OTHER ORGANIZATIONAL EXPENSES 140,000 140,000 - - - - _;_ - - - - - - - -
. For preliminary surveys and st:?'e< and othes
axpenses connected to theproject (7) 160,0001 140,000 - - - - - - - - - - - -
T0TAL 28,953,380f 15,401,940{ 9,651,370 ] B42,92() - 817,200 - 201,8501 817,204 - 201,850 - 1,019,0% - -
b 4 100.0 53.2 33.% 2.9 2.8 0.7 2.8 0.7 3.9

()

(2)

(3)
(8)
(s)

(6)
"

Investment costs (final) are inclusive of:a)} Sea freight and insurance (hypothesis of transport uith non Ethiopian ships; b) custom duties and taxes; «¢) landing costs; d) warehousing
dutias for a reasonable period before land transport; e) land transport from Assab to factories locatior,incl, loadinc and unloading; F)assembling costs (¢are of Foreign supplier, plus
local lahour): equipment start off, proofs and tests. For costs originally in foreign currency (US § and Italian Lire) the following rates of exchange have been applied: ($ = 2.078irr
13 = 1,762 it lire (average last quarter 1985). As a result I Birr = 581,50 Italian Lire (cross exchange}.

Paynerts have been foresean as follows @ 25% advance at order tiae, 65X% main payment at shipping {F0B) or arrival (CIF), 10X at 3 to 6 months after operation start, as a quarantee of nor -
mal omerational requirements.

Equicment tempararely supplied to the factory, then (in the following year)transferred to the Nex Plant,

In reality the total value of the New Plant equipment, after the tranfer from Makanissa Winery (see note 3), will be 10,404,700 B,

Should the Eritrean vineyards (claboret) be restructured in the future, a cost of 118,500 B. for additional equipment (related to fresh grape reception and precessing) is foreseen {not
in:luded in this document)

Only stay cost in Italy, plus air travels

fost of the executive project and yard organization not included (see text),
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ANNEX 13

DETAIL OF PROJECT ANNUAL CONSOLIDATED COSTS

1987 - 2000




Tab.1 - DETAIL OF PROJECT ANNUAL CONSOLIDATED COSTS - 1987 - 2000

{in 000 Birr, at XI/198S prices)

T
DESCRIPTION 1987 1928 1989 1990 1991 1992 1993 1994 199$ 1996 1997 1998 1999 2000 4
PLANNED TOTAL PRODUCTION, according average-high assumption
31 derand prejectior (1), hl. out of which 110,000 {133,400 | 147,900 | 165,300 { 183,100 | 198,200 | 213,600 275,800 | 239,200| 250,400 260,900(271,400 | 281,300 | 290,900 -
: wire fror fresh graoe, hl {2) (5,825) | (9,445) | (13,100) (19,690)} (24,640) (28,850} (32,615) (36,300] (39,350)] (4!1,770) (44,190f(46,340)| (48,125}| (&9,500)
: wire from dry raisin, hl {2) (104,175)}(123,955)](134,800)(145,610)](158,460)}(169,350)f 180,985 }|(190,500](199,850)( 208,630)}( 216, 710)(225,060) | 233,175)f 241,400)
RAM AND AUXTLIARY NATERIAL {000 B) $,402.0 17,026.6 18,315.7 10,301.7 |11,840.3 }13,029.2 §4,030.6 {14,798.9115,357.0]15,785.7)16,224.7116,591.3 117,034.2 117,691.3 32,6
17,074.2) 21,091.3)

Graga, only For pure wine {yield 55%) {quintals) 10,590 | 17,170 ) 23,820| 35,800 | 44,800 | 52,450 | 9,300 66,000] 71,550 75,950 80,350] 84,250 [ 87,500 | 90,000
a) ar 130 B/q, present purchase price (000 B) 1,376.7 |2,232.1 13,096.6 | 4,654.0 [(5,824.0)[(6,818.5)]7,709.0){(8,580.0})(9,301.9)|(9,8735)(104455)10,9525) [(11,375.0)|(11,7000)
by oat 127 s 9C B/q from 1991 to 2000 (3) {000 8) | |3 P T (N (PPN VB ) |5.689.6 [ 6,458.4 |6,997.4( 7,392.0| 7,564.3} 7,670,9| 7,793.9{7,835.3 |7,962.5 (8,100.0 51
Dry raisin only for dry raisin wine{ 6% of wine) ({q.) 6,250 7,637 8,088 8,737 9,508 10,161 | 10,859 11,430 11,991 12,518 13,003| 13,504 | 13,990 14,484

aL 255 8/q (000 8) 1,593.8 [1,896.4 | 2,062.4 ] 2,227.9|2,424.5]2,591.1 {2,769.0|2,914,7| 3,057.7| 3,192.11 3,315.8}3,443.5 |3,567.4 |3,693.4 6.9
Sugar, only for dry raisin wine (18% of dry raisin wine) (q.)| 18,751 22,312 | 24,264 26,210 28,523] 30,483 ] 32,577} 34,290 35,973) 37,5%3) 39,008 | 40,511 41,972 | 43,652

at 98 3/g (000 8) 1,837.6 {2,186.6 |2,377.9 2,568.6 | 2,795.3 | 2,987.3 |3,192.5 3,360.4| 3,525.4| 3,680.2] 3,822.8{3,870.1 J4,113.3 |4,258.3 7.9
Tartaric acid (0,7% of dry raisin wine) {q.} 729 868 944 1,020 1,109 1,18% 1,267 1,334 1,400 1,460 1,517 1,575 1,632 1,690

ar 475 B/3g (000 B) 346.3 412.3 4484 484.5 526.8 562.9 601.8 633.7 665.0 693.5 720.6] 748.1 1.2 802.8 1.5
Citric acid (0,1% of dry raisin wine) {q.) 104 124 135 146 158 169 181 191 200 209 217 225 213 261

3t 530 Big {000 8) 55.1 65.7 71.6 717.4 B3.7 89.6 95.9 101.2 106.0 110.8 115.0 119.3 123.5 127.17 0,2
Dthar, €or all wines (bentonite, tannin, metasulphite,
sulphuric anhydride, ascorbic acid, etc.)

at 1,79 8/r1 {technical parameter) {000 B) 192.5 233.5 258.8 289.3 0.4 346.9 373.8 396.9 418.6 438.2 456.6] 475.,0 492.3 509.1 1.0
PACKAGING IAI[RI_A_L 7,106.1 [8,843.9 #0,0568.1 11,721,7 |13,294.1 #14,555.2 15 830.6 [16,968,3117,997.9118,893.8(19,751.2/20,580.4 {21,340.2|22,043.4 41,1
9ottles, for grape wine, 1. 0.750, not recoverable (4)(000 N) xR 1,259 1,747 2,625 3,285 3,847 4,349 4,840 5,247 §,569 5,8%2| 6,179 6,417 6,600

at 0.85 B/piece {5) (000 8) 660.4 }1,070.1 {1,485.012,231.312,792,213,270.0 13,696.7 {4,114.014,460.0} 4,733.7] 5,008.215,252.1 {5,454.5 |5,610.0 10,5
Sottles, for dry raisin wine , S years duration (0CO N) 2,778 3,305 3,595 3,883 4,226 4,516 4,826 5,080 5,329 5,563 5,778 6,002 6,218 6,637

at 0,85 8/piece {000 8) 2,361.3 {2,809.3 |3,055.8 13,300.6 {3,592.11{3,838.6 |4,102.1 §4,318.0]4,529.7] 4,728.5 4,912,215,101,7 |5,285.3 |5,471.7 102
Corks , far grape wine (see bottles),at 0,08 B/piece {0008) 62.2 100.7 139.8 210.0 262.8 307.8 347.9 387.2 419.8 445.5 471,41 49403 513.4 §28.0 i.0
Labels and glue for grape wine (see bottles),

at 0,14 B/piece (000 8) 108.8 176.3 204.6 367.5 459.9 $38.6 608.9 677.6 734.6 79.7 824.9] 865, R98.4 924.0 1,7
Capsules or crowns, labels, glue for dry raisin
wine for total bottles (000 N} 13,890 | 16,527 17,973 19,615 | 21,128 | 22,580 | 24,131 25,400 | 26,647 27,817) 28,895} 10,008 | 31,090 32,187




(Continurd}

DESCRIPTION 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 4
at 0,16 B/piece (000 B) 2,222.4 |2,664.3)2,875.7 }3,106.4 | 3,380.5]3,612.8] 3,861.0| &,064.0) 4,263.5/4,450.7 |4,623.2 4,801.3[ 4,974 &} 5,149.9 9.6
Camdbrare boxes =ach for 12 bottles of grape wine (N) 64,722 | 104,944 | 145,556 | 218,778 | 273,778 | 320,555 | 562,389 | 403,333 437,222 464,111 [491,000 | 514,489 | 534,722 550,000
at 1,10 B'piece including labels, fastening, etc. {000B) 7.2 115.4 160.1 2640.7 301.2 352.6 398.6 443,7 480.9 | 510.5 540.1 565.9 588.2 605.0 1.
Flastic boxes, for 12 bottles of dry raisin wine (000 N} 1,157 1,317 1,498 1,618 1,761 1,882 2,011 2,117 2,221 2,318 2,408 2,500 2,590 2,682
at 7,00 €'piece, 5 year duration {000 B) 1,619.8 {1,927.8 [ 2,097.2 12,265.2  2,465.6 | 2,634.8} 2,815.4} 2,963.8) 3,109,4/3,245.2 |3,371,2 [ 3,500.0| 3,626.0| 3,754.8 7.0
UTILITIES 224.9 272,17 30,2 337.5 37s.7 404.5 435.8 462.6 487.9 [510.7 §32.1 553.5 §73.6 593.2 1.1
Electricizy, at 1,80 B/hl (technical parameter) (000 B) 198.0 240.1 266.2 297.5 329.6 35F.8 384.5 408.2 430.6 1450.7 469,6 488.5 506.3 | 523.6 1.0
Water, for dry raisin wine-making 95% of volume) (cu. m) 9,897 11,720 12,806 13,833 15,054 16,088 17,194 18,098 18,986 [19,820 [20,587 21,381 22,152 | 22,933
water for wine processing: & 1 per 1 1 total wine {cu. m) 44,000 |53,360 959,160 |66,120 73,240 {79,280 | 85,440 | 90,720 | 95,680 {100,160 | 104,360 | 108,560 112,520 116,360
total water (cu. m) 53,897 65,136 71,966 79,953 | 88,294 | 95,368 102,634 | 108,818 114,666(119,980 | 124,947 [ 129,941 | 134,672 139,293
2t 0,50 B/cu.m {000 8} 26.9 32.6 36.0 40.0 44,1 47,7 51.3 S54.4 57.3 60.0 62.5 65.Q 67.3 69.6 g.1
FUEL_AND OTL 210.0 {254.7 |282.6 |315.7 | 349.3 |377.9 | 406.9 | 431.7 | 4s5.0 Je75.9 |495.5 [515.1 [533.5 [ 551.3 Lo
Fuel for all process, at 1,75 B/hl (techn. par.) (000 8) 192.5 233.4 258.8 289.3 320.4 346.9 373.8 396.9 418.6 |638.2 456.6 475.0 492.3 509.1
Fusl tar transport (gasoil and benzine) (000 8) 12.5 21.3 23.6 26.4 28.9 31.0 33.1 34,8 36.6 7.7 38.9 40.1 41,2 Lz2.2
QTHER CONSUPTION PRODUCTS
Chemicals for labs, cleaning, safety, health,
handtoxis, etc. (o000 8) 201.0 216.2 237.6 264.0 2590.4 312.4 336.0 353.6 372.4 [388.0 404,2 616.6 418.2 430.0 0.8
PERSONNEL {see Tab. 17) (000 B8) 1.2 733.9 749.4 782.3 856.7 888.9 921.0 997.8 1,096.501,137,7 | 1,162.8 ] 1,225.7 | 1,244.5] 1,264.5 2.3
UV RUFADS 541.0 682.1 725.0 989.6 1,034,3]1,235.0]1,320.5( 1,386.6) 1,609.6/1,634.0 {1,651.6]1,469.1]1,486.9| 1,490.0 2.8
Related o the production (000 9) 227.9 290.8 347.6 407.2 459.0 5C1.0 539.7 573.1 S84.6 ]596.3 605.2 614.3 623.5 626.6 1.2
Agministeation gene:al expenses (excl. sales expenses) 313.1 391.3 477.4 582.4 675.3 734.0 780.8 B813.3 825.0 |(837.7 Bu6,2 854.8 863.4 863, 4 1.6
(000 8)
MAINTENANCE  (see Tab.1, Annex n. 15) (000 8) - 458.8 921.9 921.8 921.9 945.6 945.6 9%4,2 962.3 [962.3 970.9 970.9 987.7 987.7 1.8
SALES AND DISVRIBUTION COSTS 1,370.0 | 1,820.0] 2,422.0) 2,631.0| 2,860.0 | 3,058.0 3,259.0( 3,434.0] 3,598.013,748.0 |3,891.0|4,034.0) 4,169.0¢ 4,300,0 8.0
incl. marseting and promotional exp. : variable (000 8) 1,320.0)1,601.0}1,775.0|1,984.0]2,197.0|2,378.0| 2,563.0] 2,722.0{ 2,870.0}3,004,0 [3,131.03,257,0( 3,376.0} 3,491.0 6.5
semi-constant (000 8} |50.0 219.0 6&7.0(& 647.0 663.0 680.0 696.0 nea.o 728.0 |744.0 760.0 177.0 793.0 809.0 1.9
OTHER COSTS AND CONTINGENCIES ! ~ S%) (000 B) 170.9 983.8 1,176.141,377.8} 1,553.0] 1,695,014 1,826.0| 1,939.1( 2,035.4]2,114.4 42,190.9 2,263,81 2,334,91 2,401.8 4.5
TOTAL COSIS, before depreciation (000 B) 16.527.1{21,262.7{25,190.4[29,543.2(33,333.7{ 36,501.7] 39,311. 8 41,7266 43,772.0/65,450,5] 47,074, 7) 48,620,4) 50,122.751,533,2 96,2
DEPRECIATION (see Tab.1l, Annex n. 16) (000 B) - 1,232.0] 2,300.9] 2,300.9} 2,300.9[ 2,341.8 2,341.4 2,360.9f 2,601.8] 2,401.8] 2,420.8] 2,115,3| 2,044.6| 2,0L4.6 1.8
10TAL COSTS, before interests and taxation {0008)]16,527.1]22,524.7]27,491,3{31,944,1135,634.6] 38,6843, 41,653.6|44,087,5[46,173.8(67,852.3|49,495.%/50,735,752,167,3[ 53,577.81 100.0
100.0 136.3 166.3 193.3 2:5.6 235,0 252.0 26b.8 279.4 289.5 299.5 307.0 315.6 324.2 -

INDEX NUNBIR : y=ar 1 (1987) = 100
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NOTES TO TAB. 1, ANNEX n. 13

(1} See Tab. 11

(2) See Tab, 12

(3) On the assumption that, starting from 1991, fresh grape will be purchased at unit
prices progressively decreasing from 1.27 to 0.90 B/kg, as an effect of the plan-
ned restructuration and development of the vineyards and consequent lower culti -
vation costs.

(4) Export of fresh grape wine.

(5) No reduction of the unit price of bottles has been foreseen in the future (see
text).

(6) Start-up of the promotional campaign.




ANKEX 14

WINERIES PERSONNEL AND RELATED COSTS

(1990, 1995, 2000)

TAB, 1 - AWASH LIDETA WINERY

TAB., 2 ASMARA WINE FACTORY

TAB. 3 NEW WINERY
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Tab. 1 — AWASH LIDETA YINERY: PERSONMEL AND RELATED COST: 1990,1995, 2000

(in 000 B., at XI/1985 prices)
Average 1990 1995 (1) 2000
QUALIFTCATION Yearly i

salary (2)] W Cost " Cost | i Cost
. Manager 16.000 1 16.0 1 16.0 1 16,0
. Administrative Manager 7.500 1 7.5 1 7.5 1 7.5
. Sales Manager 7.000 1 7.0 1 7.0 1 7.0
. Enotechnicians 7.000 2 14.0 2 14.0 2 14.0
. Analyst 7.000 1 7.0 1 7.0 1 7.0
. Aid Analyst 5.000 1 5.0 1 5.0 1 5.0
. Accountants 5.000 2 10,0 2 10.0 2 10.0
. Clerks 4,300 4 17.2 5 21.5 6 25.8
. Secretaries-typists 4,300 3 12.9 3 12.9 3 12.9
. Drivers 4,000 5 20.0 5 20.0 6 24.0
. Guards : (1 x 3 shift) 2,200 3 6.6 3 6.6 3 6.6
. Servicemen 1,800 3 5.4 5 9.0 5 9.0
1st TOTAL x 27 128.6 30 136.5 32 144.8
. Hechanicians 6,000 2 12.0 2 12.0 2 12.0
. Aid mechanicians 4,500 1 4.5 2 9.0 3 13.5
. Electricians 6,000 1 6.0 2 12.0 2 12.0
. Warehousemen 4,100 3 12.3 4 16.4 b 16.4
. Boiler conductor 4,800 1 4.8 2 9.6 2 9.6
. Head cellar 7,500 1 7.5 2 15.0 2 15.0
. Cellar labour 4,000 4 16.0 6 24,0 7 28.0
. Head bottling 7,500 1 7.5 2 15.0 2 15.0
. Bottling labour (mainly Women)| 1,500 18 27.0 38 57.0 ] 60.0

. Wine-making labour 4,400 - - - - - -

. Refrigeration-filtration la -

bour 4,400 2 8.8 3 13.2 3 13.2
. Forklift operators 3,700 2 7.4 4 14.8 4 14.8
. Various labour (unskilled) 1,800 15 27.0 18 32.4 20 36.0
. Seasonal labour (2 months) 300 9 2.7 12 3.6 13 3.9
2nd TOTAL X 60 1643.5 97 234.0 104 269.4
TOTAL x 87 272.1 127 370.5 136 394.2
TOTAL INCL. CONTINGENCIES 10% x (87) 299.3 (127) 407.6 (136) 433.6

(1)
(2)

Start of 2nd shift activity in some sectors, onl

nit of the new plant

Including fringe benefitsand other indirect social charges.

y during peak period as a subsidiary bottling u




Tab. 2 — ASMARA WINE FACTORY:
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PERSONNEL AND RELATED COST: 1990, 1995, 2000

(in 009 B at X1/1985 prices)

Average 1990 1995 2000
QUALIFICATION Yearly

Salary (2) " Cost N Cost ] Cost

. Manager 15,000 1 15.0 1 15.0 1 15.0
. Administration manager 7,500 1 7.5 1 7.5 1 7.5
. Sales manager 7,000 - - 1 7.0 1 7.0
. Enothecnicians 7,000 2 14.0 2 14.0 2 14.0
. Analyst 7,000 1 7.0 1 7.0 1 7.0
. Accountants 5,000 1 5.0 2 10.0 2 10.0
. Clerks 4,300 2 8.6 3 12.9 3 12.9
. Secretaries-typists 4,300 1 4.3 2 8.6 2 8.6
. DOrivers 4,000 2 8.0 2 8.0 3 12.0
. Guards (1 x 3 shifts) 2,200 3 6.6 3 6.6 3 6.6
. Servicemen 1,800 1 1.8 2 3.6 2 3.6
1st TOTAL x 15 77.8 20 100.2 21 104.2

. Mechanicians €,000 1 6.0 1 6.0 1 6.0
. Aid mechanicians 4,500 - - 1 4.5 1 4.5
. Electricians 6,000 1 6.0 1 6.0 1 6.0
. Wareshousemen 4,100 1 4.1 2 8.2 2 8.2
. Boiler conductor 4,800 1 4.8 1 4.8 1 4.8
. Head cellar 7,500 1 7.5 1 7.5 1 7.5
. Cellar's labour 4,000 2 8.0 2 8.0 2 8.0
. Head hottling 7,500 1 7.5 1 7.5 1 7.5
. Bottling labour (mainly women) 1,500 7 10.5 10 15.0 15 22.5
. Wine- making labour 4,400 3 13.2 4 17.6 4 17.6
. Refrigeration —filtration lahour| 4,400 1 b.b 1 b4 1 boh
. Forklift operators 3,700 i 3.7 2 7.4 2 7.4
. Labour for various services 1,800 6 10.8 9 16,2 12 21.6
. Seasonal labour (2 months) 300 ) .8 7 2.1 8 2.4
2nd TOTAL x 32 88.3 43 115,2 52 128.4

TOTAL x 47 166.1 63 215.4 73 232.6

TOTAL INCL. CONTINGENCIES 10% x (47) 182.7 (63) 236.9 (73) 255.9

(1) Including fringe benefits and other indirect social charges




Tab. 3 — NEW WINERY:
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PERSONNEL AND RELATED COST - 1990, 1995, 2000

(in 000 B., at XI/1985 prices)

AVERAGE 1990 1995 2000
QUALIFICATION YEARLY
SALARY (2) N Cost N Cost ] Cost

. Manager 18,000 1 18.0 1 18.0 1 18.0 |
. Administration manager 7,500 1 7.5 i 7.5 1 7.5
. Sales manager 7,000 1 7.0 1 7.0 1 7.0
. Enothecnicians 7,000 2 14.0 3 21.0 4 28.0
. Analysts 7,000 1 7.0 1 7.0 1 7.0
. Aid analysts 5,000 - - 1 5.0 2 10.0
. Accountants 5,000 1 5.0 2 10.0 2 10.0
. Clerks (incl. for sales) 4,300 4 17.2 5 21.5 6 25.8
. Secretaries-typists 4,300 2 8.6 3 12.9 4 17.2
. Drivers 4,000 2 8.0 4 16.0 4 16.0
. Guards (1 x 3 shift) 2,200 3 6.6 3 6.6 3 t.6
. Servicemen 1,800 2 3.6 3 5.4 4 7.2

1st TOTAL x 20 102.5 28 137.9 3 16(:;T
. Mechanicians 6,000 2 12.0 3 18.0 3 18.0
. Aid mechanicians 4,500 2 9.0 3 13.5 4 18.0
. Electricians 6,000 2 12.0 2 12.0 3 18.0
. Warehousemen 4,100 2 3.2 ? 12.3 3 16.4
. Boiler conductors 4,800 1 4.8 2 9.6 2 9.6
. Head cellar 7,500 1 7.5 2 15.0 2 15.0
. Cellar labour 4,000 3 12.0 6 24.0 9 36.0
. Head bottling 7,500 1 7.5 1 7.5 1 7.5
. Bottling labour (mainly women) 1,500 17 25.5 30 45.0 37 55.5
. Wine-making labour 4,400 6 26.4 9 39.6 12 52.8
. Refrigeration-filtration laboud 4,400 2 8.8 3 13.2 4 17.6
. Forklift operators 3,700 2 7.4 3 li.1 3 11.%
. Various labour {unskilled) 1,800 15 27.0 3 46.8 3b 61.2
. Seasonal labour (2 months) 300 8 2.4 '8 5.4 25 7.5

2nd TOTAL x 64 170.5 111 213.0 143 364.2

10TAL x 84 273.0 139 410.9 176 504.5
TOTAL INCL. CONTINGENCIES 10% x (84) 300.3 | {i39) 452.0 | (17s) 555.0

(1) Including fringe benefits and other indirect social charges
N.B  Plant modular enlargements are foreseen in 1991, 1994 and 1998. A second shift fFor some

sectors, but only in peak period, is possible starting from 1996 - 1997,
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ANNEX 15

ANNUAL MAINTENANCE COSTS OF THE PROJECT CAPITAL GOODS

1987 - 2000




Table 1 — ANNUAL WAINTENANCE COST OF THE PROJECT CAPITAL GOODS - 1987 - 2000

— — (in_000.B, at X[/1:A% prices)
IVLST. | X
CAPITAL GOODS cost () 198/ 1988 1989 | 1990 i291 | 1082 1993 199 199 1996 1997 1998 1999 2000
NLM INVESTNENTS £,696.5| 1.5 - - 0.4 704 | 0.4 70,4 { 70,4 70.4 10.4 70.4 | 0.4 70.4 | 70.4 70.4
F:ildings {(Nes Plant)
Wachinery and equipment 18,917.0 - - 348.2 | 678,72 | 678.2 | 678.2 686.4 | 686.4 | 695.0 | 703,1 703,1 | 7111.7 7.7 | 128.5 | 7285
. Suprlied rempararaly ta Makanissa Winery [2) 2,973.8] 5.0 - 169.0 | 145.0 [ 149,09 | 149.0 1490 | 149.0 § 146.0 | 149,0 | 149,0 | 149.0 149,0 | 149.0 | 149.0
L Dirsorly supaliad bo few Plant 7,624.9 4.5 - - ok PO B I TS I K IO It} 3341 3.1 334.1 33,1 | 334,) 33,0 | 3341 33,1
. for =:dular enlargement of New Plant (2 x B,172) 2,651.6 1.0 - - - - - 6,2 B.2 8.2 16.3 16.3 16.3 16.3 24.5% 24%.5
. Lidera Winery 1,992,686 4.0 - 9.7 197 9.7 1 19.7 19.7 | 7907 9.7 79.7 79,7 | 9.7 9.7 79.7 19,1
. Asmara Fastory 2,669.9] 4.0 - 106.8| 106.8 | 106.0 | 106.8 6.8 | 106.8 | 106.8 | 106.8 106.8 | 106.8 106.8 | 105,65 106.8
. Mianissa Wirery {3) £36.5) 2.0 - 12,7 - - - - . - - - - - - -
L Masticr Ceatres {(n. & of 190,4 each) 751,26l - - 8.6 8.6 8.6 8.6 8.6 17.2 17,2 17,2 | 25.8 25,8 | 34,4 34,4
Vehicles 99.9( - - 43.7| 98.0 98.0 | 98.n 98.0 | 98.0 98.0 9.0 95.0 | 38.0 93.0 | 98,0 98.0
L New Flant 542,6] 10 - - 54,3 54,3 1 54,3 54,3 | tw.d 54,3 54,3 54,3 | w43 S, | 44,3 54,3
L Vitera a0 Aimara Foactaries 432,5( 10 - 43,71 w37 43,7 | 437 43,70 43,7 43,7 43,7 03,7 | w302 43,7 | w37 43,7
Non technologic equipacnt 619.3 - - 1.2 18.1 18.1 18.1 18.1 18.1 18,1 18.1 18,1 18.1 18.1 18.1 18.1
. New Plant 363.5) 3.0 - - 10,8 10.9 | 10,9 109 10.7 10,9 10.9 10.9 | 10,9 10,9 | 10.9 10.39
. Ligata and Asmara [ acturies 240.7 3.0 - 7.2 1.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 1.2 7.2
< Mibamissa Winery 15.9 - - - - - - - - - - - - - -
T01M COST (mew investaments) 25,212.70  x - 399.1 | 864, | 864.7 | 8G4.? 872.9 | 872.9 | B8l.S | 8B9.6 | BB9.6 | 898.2 898.2 | 915.0 | 915,10
EXISTING CAPLTAL GOODS (4)
. . 1,800.0
Lideta Minery (2w00.e] - 42.0| 42,0 42,0 | 42,0 54,0 | 54,0 54.0 5.0 54,0 | Sb.0 54,0 | 54,0 54.0
. Buillings, estimated residusl value 1,200.0] 1.8 - 18,0 18.0 18,0 | 18,0 18.0 | 18,0 18.0 18.0 18,0 | 18.0 18.0 18,0 18,0
. Fauipment, entinnted residual value 600.0] 4.0 - 24,0 26,0 24.0 24.0 {6) - - - - - - - -
. Carrant vale of replaced equipment (1,200.0f (3.0) - - - - - 36.0 35.0 36.0 36.0 6.0 36.0 36,0 60 16,0
Nakanissa Minery
L Squipmeat, estimated residial vaiue (5) 100.0{ 2.5 - 2.5 - - - - - - - - - - - -
tswara Factory LA B - 15.2| 15.2 15.2 | 15.2 0.7 | 18.7 18.7 18,7 18.7 ¢ 18,7 18,7 8.7 18.7
. Builtings, esvimated residual value "}‘;878 1.5 - 5.2 L 5.2 5.2 5.2 5.2 5.2 5,2 5,2 5.2 5.2 .2 5.2
- Equipment 250.0] 4.0 - 10,0 10,0 10,0 | 10.0 (5) - - - - - - -
. Currant walue of raplaced equipment {450.0) (3.0) - - - - - 13.5 13.5 13.5 13,5 13.5 13.5 13,5 12.9 13.5
TO1AL COST (=wisti 2,500.0
suisting goods) (3300.0f " 59.7| 57.2 §7.2 | S2.2 12,1 72.7 12,7 72,7 7127 | 2 12,7 2.7 2.7
rovat v - - . 458.8 | 921.9 | 921.9 | 921.9 95,8 | 945.6 | 9s54.2 | 962.3 | 962.3 | 970.9 970.9 | 987.7 | 987.7

(1) Average paraseter, taking into account the compositien of goods (technical average life, angines, vats, ste.).

(2) Transferrad to New Plant at the end of 1988 {according assumed time schedule).
(3) £dditional nex equipment supplied to the factory, utilized only in 1987 and 1988,
(3) Annual urdinary maintenance, starting from the 2nd project year (1988}, after repair and extra maintenance works, foreseen by the project for the first year (1987) (see specific items in in

vestment costs),

{S) Strictly necessary maintenance dJuring 1988,
{6) Replacement For a total of 1,650,000 B in 1992 (see Tab. 1, Annex 16).

- €/ST1°V -




ANNEX 16

ANNUAL DEPRECIATION AND FINANCIAL AMORTIZATION OF

THE PROJECT INVESTMENT COSTS

O [ b A L S et

~ PERIODIC REPLACEMENT OF THE RENEWABLE CAPITAL GOODS -

PO

= RESIDUAL VALUE -




{in 000 B, at Y1/1985 prices)

INVEST- [AV.LIFE[ YEARLY [YEARS OF
wenr | ime | estan. fRewreas | 19ee | 1989 1990 | 1om | 1952 | 1993 |isss | 199s [ 1996 | 1997 [ toss | 1999 | 2000 [RESTOUAL
cosTs  |(Years) mMIS | (1) VAt
BUILDINGS (New Plant) 4,696.5/ 50 93.9 1 - - 93.9 | 939 93.91 93.91 93.9| 93.9 93,9 91.9| 93.9] 3939 93.9] 939 -
MACHINLRY AND [QUIPHENT, IWCL.
ANCILLARY 18,280.5) (10.2)11,786.0 | - 829.3.1,547,1 1,547, 11,5471 | 1.588.0(1,5A8.0 11,607.1 1),64R.0|1.648, 01 1,667.011,667.0 4 1,72).001,727.0 18, /29.3
NLW PLANT 12,856.3 x x = 318.1 .,016.9 9,015.9 1,016.9]1,05/.8 1,057.8 {1,057.8 }1,098,71,098,7]1,098.71!1,098.7 1,139.6]1,139,6 [6,463.5
. Equipment supolied to Makanissa
Winery in the Ist year (1987) 2,479.8 - - - - - - - - - - - - - - - - -
. with short technical Llife (2) 1,339.8 ? 191.4 1994 191.¢ 191.4 191.4 191.4 191.4 161.4 191.4 19t.4 191.4 191.4 191.4 181.4 191.4 191.4
. with average technical life 894.0 10 89.4 1997 89.4 89.4 89.4 89.4 89.¢4 89.4 89.4 89.4 89.4 89.4 89.4 89.4 89.4 625.8
. with lang technical life 746.0| 20 37.3 | (200.) 3r3l 3.3 a3 7.3 ar.3|  37.3 7.3 37.3 37,3 37.3) 37,3 ana|l 33| o2,
. Eguipment directly supplied tn
the New Plant, in the Znd year
(1989} TLe26.9 ~ ~ B R _ } ) _ _ _ _ }
.. with shert technical life 2,450.9 7 350.1 1995 - 350.1 | 350.1 350.1 350.1F 350.1 350.1 350.1 350 1 350.1} 350.) 350.1 550,1 ;00.2
.. with average technical life 2,000.0 1o 200.0 1998 - 200.0 | 200.0 200.0 200.0( 200.0 200.0 200.0 200.0 200.0( 200.0 200.0 200.0 {1,600.0
. with long technical life 2,874.04 20 148.7 (2008) - 148.7 148.7 148.7 148.7 148.7 148.7 148,7 148.7 148.7 148.7 148.7 148.7 |1,189.6
. Enlargement (2nd, 3rd and
4th module) {long life) 2,451.56 20 40.9 x - - - - 40.9 40.9 40.9 81.8 81.8 81.8 81.8 122.7 122.7 |1,875.4
AMASH LIDETA WINERY 1,992.6) x|} x_ = 231.9] 231.9 | 231.9 2n.9 231.91 231.9 231.9 231.9 231.9 231.9| 231.9 231.9| 231.9 770.1
. £quipment with short technical life 995.6 ? 142.2 1994 142.2 142,2 162.2 1642.2 142.2 162.2 142.2 142.2 142.2 142.2 142.2 142.2 162.2 142.2
. Equipment with average technical
life 797.0] 10 19.7 1997 79.7 79.7 79.7 79.7 79.7 79.7 79.7 79,7 79.7 79.7 79.7 79,7 79.7 55%7.9
. Eguipment with long technical
1ife 200.0| 20 10.0 (2007) 10.0 10.0 10.0 10,0 10,0 10.0 10.0 10.0 10.0 10.0 10.0 10.0 10,0 10.0
ASNARA MINE FACTORY 2,669.0 x b x o _?__72 279.3 E_J _ZE 3_71._3 _ZlJ_ 279.3 279.3 279.3 279_.% 279.3 279,31 279.3 [1,040.7
. Equipment with short technical life | 1,066.9 ? 152.4 1994 152,64 152.4 | 152.4 152.4 152.4 ] 152.4 152.4 1524 152.4 152.61 152.4 152,41 152.4 152.4
. Equipment with average technical
life 935.0] 10 93.5 1997 93.5 93.5 93.% 931.5 93.5 93,5 93,5 93.% 93,5 93.5 93.5 93,5 93.5 654.5
. Equipwent with long technical life 668.0( 20 33.4 (2007) 3.4 33.4 33.4 33.4 33,4 33.4 33.4 33.4 33.4 33.4 33.4 33.4 33.4 233.8
MUSTING CENTRES. (n. 4) mol w0 | || o | amef so | ssol el om0 | | oen| oamaf wa] s | osee) sez| o wss
. Equipment with average technical life
(190.42 each) 761.7 10 x 1/1998 - 19.0 19.0 19.0 19.0 19.0 38.1 38.1 38.1 57.1 §7.1 76.2 76,2 475.0
VEHICLES 979.9| 6{3) x I 72.9 | 163.3 | 163.3] 163.3[ 163.3 | 163.3 | 163.3) 163.3| 163.3} 163.3 | 163.3| 163.3 | 354.6
. New Flant,lst module 542.4 6 90.4 ]1994,2009 - 90.4 50.4 90. 80.4 90.4 80,4 90,4 90.4 50.4 90,4 90.4 90.4 -
. Basash Lidet> and Asmara Factories' 437.5 6 72.9 ]1993,1999 - 72.9 72.9 72.9 72.9 12.9 2.9 72.9 72.9 72.9 72.9 2.9 72.9 364.6
NON TECHNOLOGI( EQUIPAEN? 604.21 10 x - i) 60.4 60.4 60.4 | 60.4 60.4 60,4 60.4 60,4 | 60.4 80.4 60.4] _60.4 459.1
. New Plant,1 st module 363.5 10 36.4 1998 - 36.3 36.3 36.3 J6.3 36.3 36.3 36.13 36.3 36.3 36,3 6 3 36,3 2490.5
. Awash Lideta and fsmara Factories 240.7] 10 24,1 1997 24.1 24,1 26,1 26,1 24,1 24,1 24,1 24,1 24,1 4,1 4.1 24,1 26.1 168.8
Ist TOTAL 24,561.10 x 926.3 |1,864.7 N1,864.7 11,866.7 |1,905.6 |1,905.6 {1,924.7 |1,965.6|1,965.6 {1,584.6 | 1,984.6 |2,064.6 | 2,064.6{9,553.2

(Cantinued)

Tab. 1 — ANNUAL DEPRECIATION AND FINANCIAL AMORTIZATION OF THE PROJECT INVESTMENT COSTS - PERIODIC REPLACEMENT OF THE RENEWABLE CAPITAL GOODS — RESIDUAL VALUE
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(continued)

INVES(- |AV.LIFE| YEARLY {YEARS OF
1T} TINE INSTAL REREWAL | 1988 1989 199¢ 1991 1992 1993 199 1995 1936 1997 1998 199¢ 2000 HESIDUAL
CoS1S  |(Years)| #WIS | (1) vALUE
LXISTING EQUIPMENT OF LIDETA ANC !
ASHARA PLANTS, RIPCACED (See Anu 15)! 1,650.0 10 - 1992 - - - - - 165.0 165.0 165.0 165.0 165.0]  165.0 165.0 165,0) 1330.0
2nd TOTAL {capital goods te be
technicaily deprecrated) 26,211.1 1 x x 926.3| 1,864.7] 1,864.7{ 1,864.7(1,905.6  2,070.6! 2,089.7; 2,130.6{ 2,130.6] 2,149.5 2,149,6| ,209.6| 2,209.6/9,883.2
FIMANCIAL AMDRIIZATION OF THE
FEMAINING INVESTKENT COSTS
. %e2a Plant: area settlement and
arnar civil works 527.3 10 52.7 52,7 52.7 52.7 52.7 52.7 2.7 52.7 52.7 52.7 s2.n - - -
. Auash Lideta Winery:interven -
tigns on 2aterral arcas and ex
sting huiidings; repair of ex-
sting equipment 423.% 10 42.3 - 62,3 42.3 42.3 42,3 42.3 42.3 ~2.3 42,3 42.3 L2.3% - - - -
. Asmara Wine Sactory (do.) 256.0 10 25.% - 25.6 25.6 25.6 25.6 25.6 25.6 25.6 25.6 25.6 25.% - - - -
. Awash Makonissa #iery: all costs 837.4 10 84.1 - B4, 84.1 84.1 84,1 84,1 84,1 84,1 84.1 84,1 B4.1 - - - -
. Cost tor equipment exchanges
Lutwesr wineries 220.0 10 7.0 - 27.¢ 27.0 27.0 27.0 27.0 27.0 27.0 27.0 27.(1 27 - - -
. Technical Assistanc: 294.0 10 25.4 - - 29 & 29.4 29.0 ) 294 29.4 29.4 9.4 29.4 29. 9 - -
. lraining of Ethiopian persoancl 52.9 10 290 - - 2.0 2.0 2.0 | 2.0 2.0 2.0 2.0 2.0 2.4 - - -
. Preliminary and organiza*ional ex
penses (&) - 140.0 10 14.0 - 14.0] 4.0 14,0 16.0 4.0 16.0¢ 14.0 16.0 14.0 1w.q - - - -
. Spare parts 1,591.2 | 10 x - g7.0] 1590 1 159.1 159.1 ] 159.1 159.1 159.1 159.1 159.1 159.  72.3 - -
Ird TCTAL 4,392.3 10 x - 305.7] 436.2 436.2 436.2 | 436.2 436.2 436.2 436.2 436.2 436,20 130.7 - - -
TOTAL 30,603.4 x x - 1,232.02,300.9 [2,300.9 12,300.9 [2,341.8 | 2,341.8 2,360.9) 7,401.81 2,401.82420.8 [2,115.3 2,064,6 | 2,044.6 .9,883.2
CAPITAL GDOOS TO RE RENEWED
DURING THE PROJECTED PERIOD
(1988 - 2000)
Equipeent 12,314.6
Temporarely supplied to Makinissa
dinery:
. at short life 1,339.8 7 1,339.8
. at average life 894.0 10 894.0
. New Plant at short life 2,450.9 ? 2,650.9
at average life 2,000.0 10 2,000,0
. Awash Lideta Winery:
.. at short life 995.6 7 995.6
.. at average life 797.0 10 797.0
' (Coatinued)
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(Cantinned)

INVEST JAV.LIFE | YEARLY | YEARS OF] A
nent TINE INSTAL |RENEWAL | 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1939 2000 VALUE )
COSIS [(Years) NNIS (1)
L Aamyry Factory
.oat shart life 1,066.4 7 1,066.9
.oat average Life 935.04 10 935.0
. Musting Centres:
. a% average life (lIst Centre) 190.4 10 190.4
. Replacement of existing equig
ment (see tab.l, Ann, 15} 1,650.00 10 1,650.0
Non technologic equipaent 604,73
(0ffice, etc.)
. Mew Plant: 363.5) 10 363,6
. Awash Lideta and Asmara
Wineries 240.7 10 240.7
Vehicles 979.9
. Mew Plant 562.4 6 542.4 5424
. Asash lideta and Asmara
Wineries 437.9 6 437.5 437.5
T01AL 13,903.8 x x - - - - - 1,650.0 437.5(3,944.7 | 2,450.9 - 2,866.7|2,554.0 437.5| S4i.4 %
= I [14,883.1

()
(2)
(3)
(4)

See second section of this table

As to regard the break doun of the capital goods according to their average technic-econamiclife: see main text

Weighted average technical life of Forklifts and pallets (8) and cars/trucks (5)

These expenses are assumed to be carried out before starting of the project implementation (1935,

1986). For simplicity sake amortization starts here from 1988
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ANNEX 17

PROJECT CONSOL IDATED OPERATING CGSTS WITH BREAKDOWN

BETWEEN COSTS IN LOCAL MONEY AND IN FORE!GN CURRENCY

1990, 1995 AND 2000




Tab. 1 - PROJECT CONSOLIDATED OPERATING COSTS WITH BREAK DOWNN BETWEEN COSTS IN LOCAL MONEY

AND 1IN FOREIGN CURRENCY- 1990, 1995 and 2000 (1)

(in 000 B, at XI/1985 prices)

1990 1995 2000
ITEN S - -
L.N F.C. TOTAL L.N. F.C. TOTAL L.N. F.C. TOTAL
. rresh grape 4,654.0 - 4,65%4.0 7,584.3 - 7,584.3 8,100.0 - 8,100.0
. Dry raisin (100% imp.) 824.3 1,403.6 2,227.9 1,131.3 1,926.4 3,057.7 1,366.6 2,326.8 3,693.4
. Sugar 2,568,6 - 2,568.6 3,525.4 - 3,525.4 4,258.3 - 4,258.3
. Chemical products (90% imp.) 291.2 560.0 851.2 404.6 785.0 1,189.6 489.6 950.0 1,439.6
. Bottles 5,531.9 - 5,531.9 8,989.7 - 8,989.7 11,081.7 - 11,081.7
. Corks, capsules, crown,

labels (25% imp.) 3,057.9 626.0 3,683.9 4,496.9 921.0 5,417.9 5,479.9 1,122.0 6,601.9
. Cardboard boxes -(for export) 240.7 - 240.7 480.9 - 480.5 605.0 - 605.0
. Plastic boxes 2,265,2 - 2,265.2 3,109.4 - 3,109.4 3,754.8 - 3,754.8
. Electricity and water 337.5 - 337.5 487.9 - 487.9 593.2 - 593.2
. Fuel and oil 315.7 - 315.7 455.0 - 455.0 551.3 - 551.3

. Other consumption products
(60% imp.) 159.0 105.0 264.0 223.4 149.0 372.4 258.0 172.0 430.0
. Personnel 782.3 - 782.3 1,096.5 - 1,096.5 1,244.5 - 1,244.9
. Overheads(prod , adm.) 889.6 100.0 989.6 1,269.6 140,0 1,409.6 1,340.0 150.0 1,490.0
. Maintenance (2) 441.9 480.0 921.9 462.3 500.0 962.3 473.7 514.0 987.7
. Sales and distribution costs 2,631,0 - 2,631.0 3,598.0 - 3,598.0 4,300.0 - 4,300.0
. Other costs, contingencies (3) 1,102.8 275.0 1,377.8 1,628.4 407.0 2,035.4 1,921,8 480.0 2,401.8
TOTAL 26,093.6 3,549.6 29,643.2 38,943.6 4,828.4 43,772.0 45,818.4 5,{1?.8 51,533.2

4

{1)

(2)
3)

(s)

Value in foreign currency corresponds to CIF - Value; value in local money includes custom duties, land costs, transport etc. Purchases

of locally available goods or services are here considered expenses in local money, regardless of their foreign origin.
According to siandard parameters:60%original spare parts; 30% other material; 10% personnel (mainly external).

Estimate {proportional).

Equal to 11.2% of total costs.
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Tab. 1 - PRODUCTION COST PER UNIT (LITRE WINE)

{in 000 Birr at XI/1985 prices)

DESCRIPTION 1990 1995 2000

PLANNED TOTAL NINE PRODUCTION (hl) 165,300 239,200 290,900
COSTS (000 B8) (000 B) (000 B)
Raw and auxiliary material i0,301.7 15,357.0 17,491.3
Packaging material 11,721.7 17,997.9 22,0434
Utilities 337.5 487.9 593.2
Fuel and oil 315.7 455.0 551.3
Other consumption products 264.0 372.4 430.0
Direct labour 380.0 474.3 522.5
Production overheads 407.2 584.6 626.6
Maintenarce 921.9 962.3 987.7
TOTAL PRODUCTION COSTS 25,649.7 36,691.4 43,246.0

Production cost per unit (B/litre) (1.49) {1.53) (1.49)
Indirect labour 402.3 622.2 722.0
Administrative overheads 582.4 825.0 863.4
Sales and distributicn costs 2,631.0 3,998.0 4,300.0

t

OPERATING COSTS: ls TOTAL 28,265.4 41,736.6 49,131.4

Operating cost per unit (B/litre) {1.71) (1.74) (1.69)
Indivisible costs and contingencies 1,377.8 2,035.4 2,401.8

d

OPERATING COSTS: Zn TOTAL 29,643.2 43,772.0 51,533.2

Operating cost per unit (B/litre) (1.79) (1.83) (1.77)
Depreciation 2,300.9 2,401.8 2,044.6
TOTAL OPERATING COSTS 31,944.1 46,173.8 53,577.8

Operating cost per unit (B/litre) (1.93) (1.93) (1.84)
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Table 1 - DEVELOPWENT OF WINE SALES - 1987 - 2000

{at X1/198S constant prices)

PROGRANRED SALES
. . EXPORTS (wine From fresh grape) (1) DONESTIC SALES
{average-high hypothesis)
WINE FROR FRESI GRAPE
WINE MINE 1st QUALITY 2nd QUALLETY (not :d) Ist CLASS DRY RAIS'W WINE
YEAR FRON TRON not exparte
TOTAL - 1 - -
FRESH ORY ) it Pri it Pri T01AL
GRAPE RAISIN ni l.r‘lce o mt]':l" vl VALUE Unit | " Unit
alue alue .
(n) (H1) " per Titre " per litre . K1 Price |, o7 Price | Value
e e {000 B.) (000 B.) (81 (000 8.5 (3) /1) | (000 5.)
uss| B. us$| . .
1387 5,825{1) 106,175 110,000{2) 2,400 1.20] 2,484 §03.2 1,600 0,80 1.6%§ 265.0 861,2 1,825 5.33 973.3 1,060 4,66 485.3
{4.00) (3.50)
1388 9,465(1) 123,955 133,400 3,780 1.20 | 2.484 939.0 2,520 0.80) 1.65f 417,13 1,356,3 3,145 5.33 1,677.1 1,365 4,656 637.0
(4.00)
1989 13,100 134.800 147,900 5,340 1,501 3.105] 1,658.1 3,560 1.00] 2.07 736.9 2,395.0 4,200 6.00 2,520.0 1,890 4,66 882.0
(4,50)
1990 19,680 145,610 165,300 8,100 1.50 | 3,105) 2,515,1 5,400 1.00} 2.07 1,117,8 3,632.9 6,190 6.00 3,714.0 2,678 4,66 | 1,199.0
193t 24,640 158,460 182,100 10,740 1.50 | 3,105} 3,334.8 7,160 1.00( 2,07 | 1,482.1 4,816.9 6,740 6,00 4,064.0 3,170 4,66 1,480.0
1992 28,850 169,350 198,20u 12,300 1,501 3,108 3,819.2 8,200 1.00] 2,07 | 1,697.4 5,516.6 8,350 6,00 5,010,0 4,000 4. 66 1,894.6
199 312,615 180,985 213,600 14,460 1.50 { 3,105 4,489.8 8,640 1,001 2.07 1,995.5 6,485.3 8,515 6,00 5,109.0 5,070 4,06 7,366,0
1794 36,300 190,500 226,800 16,080 1.50 1 3,105 4,992.8 10,720 1,00 2.07 | 2,219.0 1,211.8 9,500 6.00 5,700.0 6,290 4,66 1 2,939.3
1995 39,350 199,850 239,200 17,700 1.50 [ 3.105] 5,495.9% 11,800 1,00 2.07 | 2,442.6 7,938.5 9,8% 6.00 $,910.0 7,580 4,66 3,542.0
1995 41,770 208,630 250,400 19,140 1.50 [ 3,105 5,943.0 12,760 1,00) 2,07 | 2,641.3 8,584,3 9,870 6,00 5,922.0 8,550 4,66 3,990.0
1997 46,190 216,710 260,900 20,400 1.50 ] 3,105] 6,334.2 13,600 1,00] 2,07 | 2,815.2 9,194.4 10,190 §,00 6,114.0 9,320 L,86 | 4,349,4
1993 46,340 225,060 271,400 21,720 1.50 ] 3,105 6,744.1 14,480 1,00] 2,07 | 2,99/7.4% 9,741.5 10,140 6.00 6,084,0 10,350 4.66 | 4,830,0
1919 48,125 233,175 281,300 22,920 1.50 13,105 7,116.7 15,280 1.004 2,07 3,163.0 10,279.7 9,925 6,00 5,955.0 11,190 L.66 5,222.0
2100 49,500 241,400 290,900 24,000 1.50 ] 3,1051 7,452.0 16,000 1.00| 2.07 3,312.0 10,764.0 9,500 6,00 5,700.0 12,070 4. 0h 5,032,7
(1) t was assumed that in lhe'yzars during the renabilitaion of the existing wineries and New Plant erection (1987-88), the exported wine will be made with fresh grape and dry raisin, The-
refore also the unit sale prices will be lower.
{2) Lower that the potential demand, estimated at 120,500 hl,

(3)

Starting from the present distribution schese (about 1% of total sales) with a progressive increase up to SX in the year 2000,
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o Leraed) L i (a1 X1/198Y constant prices)
t
!
8 NOM STIC SALES ) B JoIAL SALTS
YALUE of vy
2nd CLASS DRY Ird CLASS ORY 4th CLASS DRY -
RAISIN WINE RAISTN Wil RAISIN WINE TOIAL (receipts | PRODUCTS | TOTAL TN
YEAR s ) ] ymue for total | (1.5% of RECEIPTS o
i {dos}) sales) wine sales| (000 B,)| 100~1987
Unit Unit Unit
Hl i Value Hl Pri Value Hl Pei Value (ooo B.) (000 B.) {000 B.)
ice ice rTice
&) 000 8. 5) 000 B. 6 000 B.
¢ ®/1) ¢ "ot (8/1) { ! (8) (8/1) ( )
1987 5,210 3.33 | 1.736.7 9,375 2.66 | 2,500,0 89,550 1.733| 15,348.6 21,043.9] 21,905.1 328.6 22,233,7 100.0
{2.50) (2.00) (1.30) |
1989 6,320 3.33 | 2,106.7 | 11,650 2.66 | 3.106.7 | 104,620} 1.733] 18,134.1 25,661.8] 27,018.1 405.3 27,6234 123.3 >
—
1739 7,280 3.33 | 2.426.7 | 13,210 2.66 | 3,522.7] 112,420) 1.733] 19,486.1 28,837.5] 31,232, 468.5 31,7010 162.6 0
~
1390 8,300 3.33 | 2,786.7 | 15,29 2.66 | 6,077.3 | 119,568] 1.733] 20,721.1 32,436.1] 36,067.0 541,0 36,608, 0 164,7 )
1991 9,665 .| 2| o 1n1s 2.66 | 4,564.0 | 128,510 1.733] 22,275.0 35,564.7{ 40,401.6 606.0 41,007,6 1844 !
1397 11,180 3.33 ] 3,726.7 | 19,480 2.66 | S,194.7 | 124,630| 1.733] 23,335.8 39,161.8] 44,678, 670.2 45,348.¢ 204.0
199) 13,210 3,33 | ,403.3{ 22,080 2.66 | 5,888.0 | 160,625 1.733| 24,3750 42,141.3 48,626.6 729.4 49,356.0 222,0
1994 14,670 3,03 | 4,890.0 | 24,380 2.66 | 6,502.0| 145,160 1,733 25,161.0 45,188,3] 52,400.1 786.0 53,186.1 239.2
1945 16,790 3.33 | 5,596.7 | 26,580 2.66 | 7,088.0 | 148,890 1.733| 25,807.6 47,944.3 55,882.8 838.2 56,721.0 255.1
1996 18,780 3.33 | 6,260.0 | 28,580 2.66 | 7,621,311 152,720 1.733| 26,4714 50,264.7) 58,849.0 882.7 59,731.7 268.7
1797 20,150 3.33 | 6,76.7] 30,560 2.66 | 8,149,3 156,680 1.733| 27,157.8 52,487.2( 61,681.6 925.2 62,606.8 281.6
1998 21,610 3.33 | 7,203.3| 232,%10 2.66 | 8,642.7| 160,690| 1.733| 27,852.9 54,612.9]  £4,356.% 965.3 65,319.7 293.8
1999 72,850 3.33 | 2.616.7] 3,218 2.66 | 9,140.0| 164,860 1,733 28,515.2 56,509.4 ©66,789.1] 1,001.8 67,790.9 304.9
2000 24,140 3.33| e,046.7| 36,210 2.66 | 9.656.0| 168,980| 1.733] 29,289.3 58,324.7) 69,088.7| 1,016,3 70,125.0 5.4

{4) From 5% to 10% of tatal sales.
(S) From 9% to 15% of total sales.
(6) From 85% (1985:90%), with a progressive decrease to about 70X.

N.B  a) For wine production and esport, see Tab, 11, Chapter 3
b) Unit price: into brackets = unit price per tottle of 0,750 1,
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Table 1 - PROJECTION OF DOAESTIC SALES OF ORY RAISIN WINE
BY CLASSES OF PRICE

(Value in Birr per bottle of 0.750 i., at 5}[1?85 constant prices)

“OTAL st CLASS 2nd CLASS i ard CLASS 4th CLASS
YEAR DRY RAISIN (3.50 B.) (z.50 8.) (2.00 8.) (1.30 8.)
WIRE (1) T
(H1) 4 H p 4 1} 3 Hl 3 H1
1987 104,175 1.0 1,040 5.0 5,210 9.0 9,375 | 85.0 83,550
1988 123,955 1.1 1,365 5.1 6,320 9.4 | 11,550 |84.4| 104,520
1989 134,620 1.4 1,890 5.4 7,280 9.8 13,210 |83.4}| 112,420
1390 145,610 1.7 2,475 5.7 8,300 |[10.5] 15,290 |[82.1| 119,545
1991 158, 460 2.0 3,170 6.1 9,665 [10.8| 17,115 {81.1| 128,510
1992 150,350 2.4 4,080 6.6 | 11,i80 [11.5] 19,480 |79.5} 134,630
1993 180,985 2.8 5,070 7.3 | 15,210 [12.2] 22,080 }77.71 140,625
1994 190,500 3.3 6,290 7.7 | 14,670 {12.8 | 24,380 |76.2] 145,160
1995 199,85C 3.8 7,590 8.4 | 16,790 |13.3 ] 26,580 |[74.5] 148,890
1996 208,630 4.1 8.550 9.0 | 18,739 {13.7 | 22,580 173.2| 152,720
1997 216,710 4.3 9,320 9.3 | 20,150 |14.1 30,560 |72.3]| 156,680
1998 225,060 4.6 | 10,350 9.6 | 21,610 14.4 | 32,410 |71.4] 160,690
1099 233,175 4.8 | 11,150 9.8 { 22,850 [14.7 | 34,275 |70.7] 164.860
2000 241,400 5.0 ' 12,070  {10.0 | 24,140 |15.0 | 36,210 [70.0{ 168,980
1
{1} See Tab. 1p, Chapter 3.
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Tab. 1 - CONSOLIDATED PROJECT COST/PROFIT SENSITIVITY ANALYSIS

{in 000 B at XI/1985 prices)

DESCRIPTION 1990 1995 2000
Income (receipts); unvaried 36,608.0 56,721.0 70,125.0
Total costs, before depreciation: + 10% 32,607.5 48,149.2 56,686.5
Gross profit 4,000.5 8,571.8 13,438.5
% of receipts 10.9 15.1 19.2
Income (receipts): unvaried 26,608.0 56,721.0 70,125.0
Total costs,including depreciation: + 10% 35,138.5 50,791.2 58,935.6
Gross profit 1,496,5 5,929.8 11,189.4
X of receipts 4.0 10.5 16.0
Income (receipts): - 10% 32,947.2 51,048.9 63,112.5
Total costs, including depreciation: unvaried 31,944.1 46,173.8 53,577.8
Gross profit 1,003.1 4,875.1 9,534.7
X of receipts 3.0 9.5 15.1
Break-even point (linear system, profit 0)
. Decrease of receipts (unvaried costs) (%) - 12,7 - 18.6 - 23.6
. Increase of costs, incl. depreciztion (uﬂ
varied receipts) (%) + 14,6 + 22.8 + 30.1
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Tab. n. 1 - FINANCIAL ARD ECONONTC COST OF THE INITIAL INVESTMENT

{in 000 Birr, at XI/1985 prices)

CONVERSION
ITENS FINANCIAL ECONOKIC PARAMETER
CoST CosT
(% of F.C.)
AREAS SETTLEMENT AND OTHER CIVIL WORKS 608.1 474.3 18
. BUILDINGS 4,696.5 3,757.2 80
. INTERVENTIONS ON EXISTING BUILDINGS 633.5 494.1 78
. MACHINERY AND EQUIPMENT 18,917.0 17,592.8 93
. REPAIR AND EXTRA MAINTENANCE OF EXISTING
EQUIPMENT 151.0 132.9 88
VEHICLES (imp.) 979.9 744 .7 76
. SPARE PARTS 1,591.2 1,432.1 %0
. FURNITURE AND NON TECHNOLOGIC EQUIPMENT 619.3 538.8 87
. COSTS FOR EQUIPMENT EXCHANGES BETWEEN Wl
NERIES 270.0 216.0 80
TECHNICAL ASSISTANCE 294.0 279.3 85
TRAINING 52.9 52.9 100
. PRELIMINARY 140.0 133.0 G5
28,953.4 25,848.1






