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A. BACKGROUND AND OPPORTUNITIES 
There is an opportunity for the establishment of medium scale cashew nut processing plants, 
designed to produce cashew nuts meeting quality standards required by international markets. 

The processing plants are designed in accordance with the current conditions for the supply of 
the cashew nut raw material, and are based on a location appropriate manual technology 
supported by a strong management discipline in order to produce cashew nuts of a high 

quality, at a competitive production cost. 
 
The cashew nut industry in Moçambique would appear to have reached a critical point. A 
large portion of the orchards have become less productive due to abandonment and lack of 
care during periods of years. The trees are old and have not had the basic  care requirements 
which has contributed to a decrease in production from 8.5 kgs for each cashew tree at the 

beginning of the 1970’s to barely 2 kgs per cashew tree currently. Almost all of the principal 
processing factories have closed down or are under care and maintenance due to the 

incongruity between their large production capacity and the reduced volumes of raw material 
available for processing which results in ineff icient operations. Another reason is the 
continuing use of obsolete technological processes which produces a nut of low quality which 

cannot therefore command a price that covers the costs of production, especially in a market 
characterised by enormous competition and low prices. 
 
The majority of production in Moçambique is today exported to India in the form of raw 
unshelled cashew nuts, the product option which generates the least return not only for the 

country but also for the grower .  This situation works as a disincentive to the growers  to take 
measures to improve their earnings or their agricultural methods.  Thus the negative cycle is 
closed. 

 
The challenge that the situation today imposes is to choose the correct model for a factory of 
appropriate size capable of producing exportable cashew nuts, using eff icient, cost effective 
procedures in order to ensure the best price for the grower.  Better prices in turn provide a 
better motivation to take proper care of the cashew trees and thereby improve their 
agricultural output.  Production will then increase, and with an increase in production the 

positive cycle for cashew growing will be restored.  With the possibil ity to replicate this 
model, as many times as possible at the national level, the whole industry could experience a 
dynamic restart and regrowth.  This is the challenge and at the same time the opportunity. 

 
Technoserve1 has already developed a model for a medium scale processing factory with an 
annual consumption of 250 to 1,000 tonnes of raw material (in the form of unshelled cashew 
nuts), which could be set up with an investment in equipment in the order of US$40,000, 

                                                
1 An American NGO operating in Moçambique 
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using a simples but eff icient manual technology, intensive labour, producing cashew nuts of 
high quality for export at competitive prices. 
 
The actual level of production of raw cashew nut in Mo� ambique is estimated at 52,000 
tonnes annually, most of which is exported as a low quali ty product. There is good 
opportunity to replicate this processing venture, which is eff icient and profitable, throughout 
the provinces with cashew nut production, and initiate the process of re-establishing a 
dynamic cashew industry in Mo� ambique. 
 
 
B. BUSINESS STRUCTURE AND INVESTOR PROFILE  

The medium scale processing factory will be established in the centre of an area with a good 
production of cashew nut, with a concentration of around 500,000 trees in a radius of 25 to 30 
kilometres of the factory. This localisation wil l facili tate the satisfaction of the needs for the 
acquisition of raw material at realistic prices as well as the reduction of transport costs. On the 
other hand, it will be necessary to acquire a generator to power the vacuum packing machine 
since it is probable that the factory will be set up in a remote area without access to electricity 
supply network. 
 
This preliminary business plan considers that the factory wil l be implanted in a coastal area in 
Nampula Province. The unit will acquire raw cashew nuts from the local growers in the 
neighbouring areas around the unit. The processing will i nvolve the vapour heating of the 
cashew nut, removal of the outside shell, removal of the testa or inner shell and vacuum 
packing. 
 
The profile of the ideal entrepreneur or investor for this venture is a commercial farmer who 
already owns large plantations of cashew trees. The other option would be a trader from the 
area, with access to the necessary capital investment, and with the abil ity and resources to 
develop international marketing operations. The profile could also fit a foreign investor who 
satisfies these two pre-conditions, but in this case, it would be necessary to employ a local 
factory manager capable of negotiating and acquiring the raw material from the local growers 
This manager would also be responsible for imposing the necessary levels of factory 
employee discipline and control  in order to meet the necessary operating standards. 
 
 
C. MARKET 
The world market for cashew nuts is currently estimated at around 294,000 tonnes. The 
present day production in Mo� ambique corresponds to 9,500 tonnes of cashew nut (around 
3% of the world consumption) produced from its production of 52,000 tonnes of unprocessed 
nuts. The principal consumer markets  are the United States of America and Europe, with 
57% of the market, India with 21%, and China with 8%. The principal growers are India with 
33% of production, Brazil with 16%, Vietnam with 13%, Guinea Bissau with 8%, Tanzania 
with 8%, and Ivory Coast with 6%. 
 
The prices on the world market fluctuate from year to year, in accordance with demand and 
supply. The prices paid also vary according to the quality of the nut. Price premiums are paid 
for white nut quality (in contrast with brown nuts), for large size (in contrast with small sized 
nuts) and for whole nuts (in contrast with broken pieces of nuts). It is important to understand 
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the implications of these price factors, because the technology chosen for the factory consists 
in using steam heating (which produces more white nuts than the toasting method), and 
manual shell ing (which produces more whole nuts than mechanical shelli ng). 
Historically, the average price for cashew nuts was around US$5.00/Kg FOB, before the 
precipitous fall registered in the period 1999/2000 to less than US$3.00/kg FOB. International 
prices have recuperated slowly. The current price is US$3.60/kg FOB. This is the price that 
has been used in the financial projections in this document, with the perspective that the price 
trajectory will not be below this amount in the next several years. 
 
The cashew nuts will be exported to specialized wholesale dealers (commodity traders) in 
Holland and the United States of America. South Africa is considered an important secondary 
market. 
 
The factory wil l have a 1,000 tonnes raw material processing capacity, resulting in a product 
of approximately 200 tonnes of saleable cashew nuts. This scale of production is designed 
with the view to produce one container of nuts per month, an amount which is considered to 
be the minimum for participation in the export market. 
 
The product is conserved by vacuum packaging, in packages with several layers of 25 pounds 
each, and two packages for each cardboard box of 50 pounds. The boxes are shipped by sea 
transport in 20 foot containers with a capacity to hold 750 boxes, with a net weight of 17 
tonnes per container. The cost of transport from the factory to the port is US$27 per container. 
Marketing commissions are calculated at 2% of the FOB value. Adding up the costs of 
transport to the port, e marketing, we arrived at a cost de US$97 per tonne of cashew nut. 
 
 
D. RAW MATERIAL SUPPLY SOURCES 
The raw cashew nut is collected within an range of 25 to 30 km from the factory, and is 
transported to the factory by truck, in accordance with a calendar that has been pre-established 
with the growers.  There are obvious benefits if the factory also possesses its own trees to 
guarantee the supply of at least part of its annual raw material requirements. The harvest 
period lasts 3 months. In the northern provinces in Mozambique the harvest occurs during the 
months of October, November and December. 
 
In Nampula Province, annual production of raw cashew nut reaches an approximate average 
total of 36,000 tonnes.  The factory will need a maximum of 1,000 tonnes of raw cashew nut 
per year.  The factory could encounter competition from traders who buy raw material for 
resale in the form of the raw cashew nut, but this obstacle can be easily overcome by the offer 
of better prices owing to the returns assured by the added value resulting from this venture.  
 
 
E. PRODUCTION PROCESS DESCRIPTION 
The production process consists in the heating of the raw cashew nut, using steam heating to 
ensure a greater proportion of white cashew nuts, followed by shelling by hand which 
produces the greatest number of whole cashew nuts.  
 
A factory would start of with an installed capacity of 250 tonnes of raw cashew nuts per year, 
and would increase gradually up to 1000 tonnes in year 5, simply by the acquisition in each 
year of more manual shelling machines (pedal operated), and more classification tables.  
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The basic process consists of: 
- Classification of the cashew nut on the  basis of the size (a classifier costs US$1,500). 
- steam heating of the raw cashew nut, under high pressure (the boiler caldron costs 

US$4,500). 
- the cashew nuts are then air dried, so that the shells become fragile and easily 

breakable. 
- The cashew nut is broken (shelled) to remove the nut kernel (80 shellers and tables 

cost US$8,800). 
- The nuts are then charcoal oven dried to dry the testa (thin, papery seed coat) (the 

oven costs US$3,500). 
- Removal of the skin of the nut kernel (the last shell or testa) (10 tables at a cost of 

US$1,000). 
- Classification of the nuts, in function of their quality (6 tables at a cost de US$900). 
- Treatment of the nuts with CO2 gas and vacuum packing by machine (a packing 

machine costs US$12,000 and the respective generator US$7,000)  
 

The total cost of the equipment is around US$40,000. The majority of this machinery can be 
produced in Mo�ambique (with the exception of the vacuum packing machine, and it 
accompanying generator set). The costs budgeted for the equipment take into account this 
local manufacture source. In fact the owner of the model unit in Mogincuale, Mr. Miranda, 
built his own factory equipment, and began with just one commercial production line using 
equipment obtained at a cost as indicated above. 
 
An additional US$50,000 will be necessary to construct a warehouse for the equipment, the 
raw material e the cashew nut product. A warehouse with an area of 40 metres by 15 metres 
wil l be suff icient. It would be possible to reduce this figure by locating the venture within old 
or abandoned installations which could be rehabil itated. The budget also includes a 
reconditioned truck at a cost of US$35,000. 
 
 
F. MANAGEMENT AND WORKFORCE 

Since the production process in the factory is essentially manual, a large number of workers is 
necessary. In the first year in which the factory wil l process 250 tonnes of raw cashew nut, a 
total of 70 workers will be needed. This number wil l rise to approximately 250 workers for 
the factory operating at full capacity of 1,000 tonnes of raw material. The coastal area, where 
the production of cashew nut is concentrated, is densely populated. For this reason there 
should not be any diff iculty encountered in recruiting the necessary workforce. 
 
Although the work is not diff icult, a great deal of practice is necessary  to achieve the rapidity 
and quality that guarantees the desired levels of productivity. 
 
Remuneration is based in the total productivity of each worker. This system constitutes a 
sound incentive for the more eff icient workers. The manual shell ing is known to be an 
undesirable job which causes painful sores  on the hands and fingers from the irritating liquid 
from the shell (CNSL - cashew nut shell liquid). With the proper attention, this can be 
avoided through the constant  application of castor oil before and during the shelling. 
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The management in the form of rigid controls over the workers is crucial for various reasons. 
A good level of productivity reduces processing costs. In addition and equally as important is 
the fact that the work must be carefully performed to obtain high quality nuts that can 
consequently command high prices. The control of theft and continuous of the nut during 
work ha to be quite rigorous, otherwise the losses will be enormous. 
 
The general management of the business is also important. The raw material has to be 
acquired at the most cost-effective and at the best price. The productivity of the factory and 
the control of quali ty are also crucial. Export marketing and logistics require a very special 
attention. The accounting and financial management of the venture are important as well 
given the amount of capital involved and the diff icult configuration of the cash flow during 
the year. The manager needs an ample, diverse set of skil ls and a pro-active approach in order 
to maintain control over all of these factors. 
 
 
G. Constraints and risks  
The particular constraints and risks that were identified for this particular venture:  

- A fall of cashew nut prices on the international market is always a risk. However, in 
the analysis of the present case the possible impact of this risk  is not very high taking 
into account the prices used in the financial projections. Nonetheless the saturation of 
the market and the increase of stocks worldwide could occur if the increase in the 
growth of world production exceeds the growth in the level of demand during several 
consecutive years. 
 

- The tendency towards the decrease in cashew nut production in Mo�ambique, which 
has been notable, could in the future pose diff iculties for the acquisition of raw 
material in suff icient quantities for the maintenance of the factories at an eff icient 
level of production. In this regard, INCAJU (National Cashew Institute) is charged 
with the overall responsibili ty for the investigation of disease and plagues  of the 
cashew tree and for the improvement of the systems for the production of cashew. 
INCAJU is also responsible for the publication of the results of research and to train 
Ministry of Agriculture and Rural Development extensionists in these matters. 
INCAJU has in place already a national programme for the replacement of cashew 
trees, which could be increased from 1 mill ion to 3 mill ion per year. On the other 
hand, the efforts could be increased to expand the national base for pest spraying 
through the continuation and further extension of subsidies to small growers. A 
renewed interest in cashew cultivation which has resulted from improved earnings will 
provoke a natural increase in production.  

 
- The low level of high quality cashew nut proportionate to national annual production: 

this fact is related to the cashew tree cultivation conditions, but also results from the 
cultivation practices in use with regard to fertili zation, tree varieties, age of the trees 
and the general level of care given to the trees.  Investigation and extension activities 
are important for change in this regard since it is not possible to produce a quali ty final 
product without quality raw material. 

 
If there is weak management, the high levels of worker productivity, quality control, 
avoidance of losses due to theft will not be reached or maintained and wil l instead constitute a 
serious risk. The investor in this venture must thoroughly understand and appreciate these 



PRELIMINARY BUSINESS PLAN: EXPORT OF CASHEW NUT: PROCESSING PLANT Page 8 

issues, and undertake a frank self-assessment to measure the degree to which these standards 
wil l be reached. A high performance standard is necessary to guarantee the viabili ty of the 
venture. 



PRELIMINARY BUSINESS PLAN: EXPORT OF CASHEW NUT: PROCESSING PLANT Page 9 

 
H. Links & Support Networks  

The need for agricultural investigation and extension activities is raised as one of the most 
important priorities in terms of actions that could have a positive impact not only on this type 
of processing facil ity but on the development of the cashew nut processing industry in 
general. The research institutes such as INIA (National Agricultural Investigation Institute) 
and INCAJU (National Cashew Institute) need to carry out ground level activities regarding 
improved varieties of trees, pest spraying and fertil isation. Improved varieties of dwarf trees, 
which are easier to spray and harvest and early (producing)varieties should be developed.  
 
In their aid packages, donors could include such research programmes, as well as provide the 
financing for spraying and mildew control programmes. 
 
Agencies specialized in micro-finance and PME  (small to medium scale) support credit 
institutions could assist the small growers with the financing of pest spraying programmes on 
the basis that the loans would be repaid from the later sale of the cashew nut product.  
 
NGOs and Government extensionists  should distribute information and assist the growers 
with in-the-field training and implementation of improved cultivation practices. 
 
 

I. ASSUMPTIONS AND PRELIMINARY FINANCIAL PROJECTIONS (US$ 000) –BASE CASE 

General assumptions 

� Export of the cashew nut from a medium scale processing plant 
� Opportunity cost of capital = no risk alternative domestic application = treasury bond = 

28% 
� Target internal rate of return for the project = 35% (28% treasury bond plus 7%  risk 

premium risk premium) 
� Cash flow years 6 – 10 = cash flow year 5 
� Cash flow terminal year 10 = 0 
� Necessary funds  = investment + operating funds 
� Term of bank loans = 5 years (with reimbursement of capital in each year) 
� Tax obligations not factored (these wil l vary depending on the nationality of the investor, 

locale of the investment, and the special tax regime applied) 
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Base Case Financial Assumptions   
Equity Capital 50% 
Cost of internal bank loans after inflation (interest) 30% 
Net present value discount value 35% 
Target Internal Rate of Return(Target IRR) 35% 
Income Sensiti vity Factor 1 (relating to the base case) 
Operating Cost Sensitivity Factor 1 (relating to the base case) 
Year 1 Operating cost investment (in Year 0) 50% of the annual operating cost 
Capital Investment 125 (USD 000) 
Capital Equipment Depreciation 15% (of the initial value each year) 

 
Volumes/pr ices/cost Assumptions (USD real) Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Raw processed cashew nut (tonnes) 0 25 400 600 800 1000 
Broken cashew nuts % 0 19.5% 20.5% 21.0% 21.0% 21.0% 
Whole cashew nuts% 0 68.0% 70.0% 72.0% 74.0% 74.0% 
Cashew nut production (tonne) 0 48.75 82.0 126.0 168.0 210.0 
Average Price of cashew nut OB/kg(USD) 0 3.50 3.60 3.65 3.70 3.70 
Raw material price  (tonne) 0 300 300 300 300 300 
Labour & Management Cost 0 100 100 100 100 100 
Packaging cost/tonne of nut 0 137 137 137 137 137 
Transport and marketing/tonne of nut 0 97 97 97 97 97 
Other fixed and miscellaneous costs/tonne of nut 0 80 80 80 80 80 
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BASE CASE(USD 000) Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
       
Cash Flow - Operations       
       
VOLUMES       
Production of cashew nuts (tonne) 0 49 82 126 168 210 
       
INCOME AFTER VAT 0 171 295 460 622 777 
       
OPERATING COSTS 0 -150 -232 -340 -447 -553 
Raw material cost 0 -75 -120 -180 -240 -300 
Labour & Management 0 -25 -40 -60 -80 -100 
Packing 0 -7 -11 -17 -23 -29 
Transport & Marketing of Sales Product 0 -5 -8 -12 -16 -20 
Depreciation 0 -19 -21 -23 -23 -24 
Other general & miscellaneous costs 0 -20 -32 -48 -64 -80 
       
OPERATIONAL CASH FLOW 0 20 63 120 175 224 
       
CASH FLOW - FINANCING       
       
INVESTMENT (Including Year 1 Operating Costs) 200 0.0 0.0 0.0 0.0 0.0 
Equity Capital 100 0.0 0.0 0.0 0.0 0.0 
Bank Finance 100 0.0 0.0 0.0 0.0 0.0 
       
CAPITAL & OPERATING EXPENDITURE -200 0.0 -15 -10 -6 -6 
       
BANK FINANCE COSTS 0 -50 -53 -48 -32 -26 
Interest – long term loan 0 -30 -24 -18 -12 -6 
Principal – long term loan 0 -20 -20 -20 -20 -20 
Overdraft Facility – short term loan 0 0 -7 -11 -3 0 
       
TOTAL CASH FLOW       
       
Annual Cash Flow  0.0 -30 -5 62 137 192 
       
Accumulated Cash Flow 0.0 -30 -34 -27 164 356 
       
Net Present Value (NPV) up to Year 10 $132.76      
IRR Cash Flows (including cash flows for Yrs 6-
10) -100 -30 -5 62 137 192 

Internal Rate of Return (IRR) 48%      
 

 
On the basis of the assumptions of the “base case” scenario, and assuming that 50% of the 
necessary investment is realised with equity capital and 50% with bank loans, an investor who 
contributes US$ 100,000 in year 0 for capital expenditure and operating capital  will generate 
an internal rate of return (IRR) of 48%. This IRR is greater than the target of 35% (28%  for 
treasury bonds plus a 7% risk premium). In other words, the net present value is less than 
what an investor could earn (28%) investing in treasury bonds. 
 
If the project is financed with 90% equity capital, the internal rate of return for the investor 
wil l be about equal (47%) to the rate of return with 50% equity capital (48%), but the net 
present value increases from US$133,000 to US$202,000 because of the reduction in interest 
costs.  If the bank loan is increased to 90% (10% equity capital) the rate of return is 44%, and 
the net present value is reduced to US$44,000 for the same reason.  

The following table presents a summary of this “base case” scenario for the three financing 
structures (50% equity capital, 90% equity capital and 10% equity capital). 



PRELIMINARY BUSINESS PLAN: EXPORT OF CASHEW NUT: PROCESSING PLANT Page 12 

 
SENSITIVITY OF THE BASE CASE TO THE FINANCING STRUCTURE 
Equity Funds 50%      
Bank Loan 50%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 -30 -5 62 137 192 
Accumulated Cash Flow 0.0 -30 -34 27 164 356 
Net Present Value (NPV) up to Year 10 $132.76      
IRR Cash Flows (including cash flows for Yrs 6-10) -100 -30 -5 62 137 192 
Internal Rate of Return (IRR) 48%      
       
Equity Funds 90%      
Bank Loan 10%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 10 39 102 162 212 
Accumulated Cash Flow 0.0 10 50 152 314 527 
Net Present Value (NPV) up to Year 10 $201.67      
IRR Cash Flows (including cash flows for Yrs 6-10) -180 10 39 102 162 212 
Internal Rate of Return (IRR) 47%      
       
Equity Funds 10%      
Bank Loan 90%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 -70 -52 5 76 159 
Accumulated Cash Flow 0.0 -70 -122 -117 -40 -118 
Net Present Value (NPV) up to Year 10 $43.54)      
IRR Cash Flows (including cash flows for Yrs 6-10) -20 -70 -52 5 76 159 
Internal Rate of Return (IRR) 44%      

 
The accumulated cash flow is maximized with a 90% equity capital financing due to the loan 
finance costs. 
 
 
J. SENSITIVITY ANALYSIS (BEST CASE / WORST CASE) 

In addition to being sensitive to the level of bank loan finance used to finance the project, this 
business venture is also very sensitive to changes in projected earnings and operating costs. 
Assuming the ªbest caseº scenario i n which earnings are increased by 10% and operating 
costs are reduced by 10%, the rate of return for a financing structure with 50% equity capital 
increases to 84%. With 90% equity capital, the rate of return is 72%. If the investor 
contributes only 10% equity capital, the rate of return increases to 115%.  In this ªbest caseº 
scenario, the project is viable using bal loan finance, but the accumulated cash flow is les than 
the other financing structures due to the cost of interest. 
 
The inverse applies to the ªworst caseº scenario in which the earnings are reduced by 10% 
and the costs are increased by 10%. In this case, independently of the financing structure, the 
rate of return  is less than the target of 35% and is only positive with a 90% equity capital 
financing structure. 
 
The following table summarises the cash flow and the rate of return for the ªbest caseº and 
ªworst caseº scenarios. The detailed analyses are set out in the annexes to this document.  
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SENSITIVITY ANALYSIS OF THE  FINANCING STRUCTURE FOR THE BEST CASE 

Equity Funds 50%      
Bank Loan 50%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow 0.0 2 56 151 242 323 
Accumulated Cash Flow 0.0 2 58 209 452 775 
Net Present Value (NPV) up to Year 10 $295.36      
IRR Cash Flows (including cash flows for Yrs 6-10) -97 2 56 151 242 323 
Internal Rate of Return (IRR) 84%      
       
Equity Funds 90%      
Bank Loan 10%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow 0.0 41 90 180 267 343 
Accumulated Cash Flow 0.0 41 131 311 579 922 
Net Present Value (NPV) up to Year 10 $355.52      
IRR Cash Flows (including cash flows for Yrs 6-10) -174 41 90 180 267 343 
Internal Rate of Return (IRR) 72      
       
Equity Funds 10%      
Bank Loan 90%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow 0.0 -36 11 114 218 303 
Accumulated Cash Flow 0.0 -36 -25 89 306 609 
Net Present Value (NPV) up to Year 10 $28.47      
IRR Cash Flows (including cash flows for Yrs 6-10) -19 -36 11 114 218 303 
Internal Rate of Return (IRR) 115%      

 

 
SENSITIVITY ANALYSIS OF THE  FINANCING STRUCTURE FOR THE WORST CASE 

Equity Funds 50%      
Bank Loan 50%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow 0.0 -61 -67 -45 -2 2 
Accumulated Cash Flow 0.0 -61 -128 -173 -194 -192 
Net Present Value (NPV) up to Year 10 ($78.02      
IRR Cash Flows (including cash flows for Yrs 6-10) -103 -61 -67 -45 -21 2 
Internal Rate of Return (IRR) #%      
       
Equity Funds 90%      
Bank Loan 10%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow 0.0 -20 -18 13 50 82 
Accumulated Cash Flow 0.0 -20 -38 -25 26 107 
Net Present Value (NPV) up to Year 10 $40.03      
IRR Cash Flows (including cash flows for Yrs 6-10) -186 -20 -18 13 50 82 
Internal Rate of Return (IRR) 15      
       
Equity Funds 10%      
Bank Loan 90%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow 0.0 -103 -115 -104 -92 -85 
Accumulated Cash Flow 0.0 -103 -218 -322 -414 -499 
Net Present Value (NPV) up to Year 10 ($200.42      
IRR Cash Flows (including cash flows for Yrs 6-10) -21 -103 -115 -104 -92 -85 
Internal Rate of Return (IRR) #%      

 

Any potential investor is for this reason encouraged to be very cautious in considering this 
business opportunity and, as a prerequisite, should carry out a thorough research of the raw 
material costs and the costs of production  as well as the product price ranges in order to 
prepare the detailed business plan. 
 
Note: #NUM! Indicates that the annual cash flows are not positive. 
 



PRELIMINARY BUSINESS PLAN: EXPORT OF CASHEW NUT: PROCESSING PLANT Page 14 

K. KEY ISSUES TO CONSIDER IN THE PREPARATION OF A DETAILED BUSINESS PLAN 
 
With the support of Technoserve, a medium scale cashew processing factory has been set up 
in Nampula Province. It is advisable that the investor interested in setting up a similar factory 
contact Technoserve2 for any necessary technical support. 
 
In addition to the thorough research regarding costs and prices, the key issues that a potential 
investor should look at in the preparation of the detailed business plan are as follows: 
- The investor should visit the rural areas  where the cashew nut is grown in order to 

converse with the growers and others involved so that the investor is well informed 
and able to select the ideal location for the establishment of a factory. Any error 
regarding the localization of the factory could result in gaps in the supply of the 
cashew nut raw material or in higher costs of transport from the growers  to the factory 
and to the market. The investor must ensure that there is an adequate number of 
growers in the factory’s neighbouring areas and that these growers have a harvest that 
is suff icient to meet the factory’s requirements.  

- The investor should visit the factory of Mr. Miranda, where the processing of cashew 
nut  can be observed and for comparison purposes as to the ideal design for the 
investor’s own  factory. In addition, Mr. Miranda manufactures all of the necessary 
machinery for the set-up of a factory and could therefore provide a quote for the cost 
of the machinery if supplied by him.  

- The investor must decide which market to develop. There are options to sell the 
cashew nut product in South Africa, the United States of America or Asia. The 
investor must establish contacts with the potential purchasers and discuss sales 
volumes, prices offered, product quality and supply schedule.  
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