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INTEGRATED SUSTAINABLE BUSINESS PROJECT

                               PROCESSED VEGETABLES PRODUCTIVE CHAIN

Investment Opportunity in Processed Vegetables 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 (VSF) 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.

An analysis of the economic viability was made for the implantation of an agribusiness of aseptic purees production made from pumpkins and carrots in the irrigated perimeters of the Valley of the São Francisco and Parnaíba Rivers. The report presents a brief market analysis of the vegetable and fruit juice markets, the details of the agricultural production, the industrial production and the flow of the industrialized product to the port of origin.

Concerning the agricultural production, the project offers information regarding the production costs of both cultures, the value of the investment in the irrigation system, the estimated productivity, the production organization and an organizational arrangement proposal between the rural producer and the agribusiness. The estimates were based on the experimental results that were prepared by Embrapa Semi-Árido (semiarid) and in the opinion of agronomists, producers, and representatives of the agricultural supplies industry. The report also offers a cost comparison and the necessary investments for the production in the Valley of the São Francisco River and two other regions in the country.

According to the analyses, bearing in mind that the project horizon is 20 years, for the agricultural part an IRR Internal Rate of Return of 31,91% can be achieved - and NPV - Net Present Value - of R$ 19,87 million; for the agribusiness part an IRR of 19,78% and NPV of R$ 6,76 million can be achieved; and for the chain verified in an integrated way there is an IRR of 26,43% and a NPV of 26 million.

The consumption of juices and fast-preparation foods has been growing substantially all over the world. The pumpkin and carrot aseptic puree are products that can be used in the preparation of those foods. The analysis that has been carried out in this project shows the technical and economic viability of producing these products in the irrigated perimeters of CODEVASF. The placement into the area of agribusiness sustainability favors the Irrigation Project, bringing social advantages with the integration of small rural producers and job generation.
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