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INTEGRATED SUSTAINABLE BUSINESS PROJECT

                                  FRUITCULTURE PRODUCTIVE CHAIN (LEMON)

Investment Opportunity in Lemon 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.

Among those, the attractiveness of the investment in irrigated areas of the Valley of the São Francisco and Parnaíba Rivers for the activities of agricultural production and industrialization (packing), being those, isolatedly and/or in conjunction, of the “Tahiti” lemon, focused on the export was shown.

A brief description of the characteristics and competitivity of the Valley of the São Francisco and Parnaíba Rivers was made, presenting some successful cases of companies that are already established in the studied region. Then, a more detailed panorama of the agroindustrial chain of lemon, containing informations about offer, demand, necessary intermediate goods, strong and weak points, threats and opportunities of this potential investment in the region, proposing, finally, production models for the referred study.

The analyses in this report, contained mainly in item 5, consider a project horizon of 20 years, and the results of the agricultural part showed that this investment would have an Internal Rate of Return (IRR) of 20,56% and a Net Present Value (NPV) of R$ 360 thousand. The activity of packing house has an IRR of 126,46% and NPV of R$ 30,82 million. If we consider the chain as a whole this had an IRR of 66,90% and a NPV of R$ 32,95 million.

The lemon production (Tahiti acid lime) in irrigated perimeters of Codevasf, located in semi-arid areas of the Brazilian northeast, is economically viable both from the agricultural and the packing house (processing) point of view. This insertion of this later agent in the region has the objective of contributing with the sustainability of the project and the coordination of the lemon productive chain in this referred region. The comparison draw up in this report, between the region studied (Valley of the São Francisco and Parnaíba Rivers) and the main Brazilian area for the production of this fruit (São Paulo) showed comparative advantages in favor of the  Valley of the São Francisco and Parnaíba Rivers, mainly due to the greater productivity thanks to the irrigation and the smaller expenses in agricultural defensives. Besides this, the production in the Valley of the São Francisco and Parnaíba Rivers also has another great competitive advantage, as it can produce during the second semester of the year, in the production window of the harvest in São Paulo, which can offer higher profits for the producer.
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