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INTEGRATED SUSTAINABLE BUSINESS PROJECT

         FRUITCULTURE PRODUCTIVE CHAIN (BANANA)

Investment Opportunity in Banana in the Valley of the São Francisco and Parnaíba Rivers

         CODEVASF (São Francisco and Parnaíba Development Company) is a public organization, related to the Ministry of National Integration of the Brazilian government which objective is the development of the Northeastern region of Brazil by means of irrigated agriculture.

Its niche comprehends the Valleys of the São Francisco and Parnaíba Rivers, which provides an excellent quality water for irrigation. The Valley of the São Francisco River occupies an area of approximately 640 thousand km², while the Valley of the Parnaíba River has an area of around 330 thousand km². With a potential area for irrigation of 360.000 hectares, CODEVASF have already implanted 110.000 hectares, distributed along approximately 25 irrigated perimeters. Another 100.000 hectares will be implemented by 2008.

PENSA (Agribusiness Intelligence Center) and CODEVASF established a partnership for the realization of the Integrated Sustainable Business Project (PINS) involving the study of economic feasibility for ten productive chains for the irrigation project in the Valley of the São Francisco and Parnaíba Rivers.

The attractiveness of the investment in irrigated areas of Valley of the São Francisco and Parnaíba Rivers was analized for the activities of agricultural production and industrialization (packing) of banana focused on the fresh fruit export.

The conditions or technical and economic factors propitious to justify the attraction of the investment in banana culture in the Valley of the São Francisco River (VSF) have been studied, demonstrating the result of the economic feasibility analysis and attractiveness of the investment.

According to the analyses, considering that the project has a life cycle of 20 years, for the agricultural part, a MIRR (Modified Return Internal Rate) of 15.2% and NPV (Net Present Value) of R$ 3.5 million can be obtained; A MIRR of 14.92% and NPV of R$ 8.4 million is expected from the Packing House. A MIRR of 14.89% and NPV of R$ 11.9 million is expected from the productive chain as a whole.

For the evaluation of the attractiveness of the agricultural part, a comparison was made concerning the edaphoclimatic conditions and the production costs with other competitive regions in Brazil. In these comparisons, it could be observed that the region of the Valley of the São Francisco River has some peculiarities that contribute to cost and sanitary risks reduction due to the climatic conditions and the sanity retrospect that the region offers

The production of bananas in irrigated areas of Codevasf, situated in semi-arid regions in the Northeast of Brazil, is economically feasible in the agricultural, packing and sales point of view. The insertion of the Packing House in the region favors the sustainability of the project and the coordination of the productive chain. The analysis of the production of the area of Petrolina and Juazeiro indicates the existence of comparative advantages related to the traditional production regions of Brazil (São Paulo) and of the World (Costa Rica). There are both opportunities for  exportation and for domestic market supply.
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