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A. BACKGROUND AND OPPORTUNITIES 
There is a business opportunity for the establishment in Inhambane province of an operation 
for the preparation and export of tangerines grown in this province in the area surrounding 
Maxixe which are of exceptional quality in terms of f lavour e colour. 
 
Citrus which are classified as easy peelers are the only market segment of citrus products 
which showed levels of consistent growth during the last five years. A large part of the 
production of tangerine take place in the northern hemisphere, of which the Mediterranean 
basin is the most important area of cultivation. The largest crop is gathered in the season 
between November and February. There is a window in this market for producers from the 
southern hemisphere to access these markets during the summer season of the northern 
hemisphere during the period between April and August. During this period prices rise due to 
the lack of local production, which could in turn compensate the additional freight costs to 
bring fruit from the southern hemisphere. 
 
In the zone of Maxixe and elsewhere in the province, there is a concentration of plantations of 
richly flavoured tangerines, which are ripe and gathered in the period between May and July 
This coincides with the market window referred to above. There are suff icient quantities to 
justify the setting up of an operation in the area to package and process the fruit for export.  
 
The justification of the venture is based on the availabil ity of fruit of a suitable quali ty during 
a season in which the prices are better in the markets in the northern hemisphere. 
 
 
B. BUSINESS STRUCTURE AND INVESTOR PROFILE 
The structure of this business venture includes the acquisition, classification, treatment, 
refrigeration, and transport of tangerines to international markets. For this purpose it is 
necessary to set up a line of processing in suitable installations in the town of Maxixe. A 300 
metre covered area would be suff icient. From this installation, the fruit would be transported, 
after being packed, to the port of Maputo, where it would stored in refrigerated chambers 
while awaiting the arrival of the next ship to take it to the target market. 
 
The ideal investor for this business venture would be an individual who is already active in 
the fruit industry, and in particular that of citrus fruit. A person with strong citrus market 
knowledge and  contacts, with access to the cold storage facilities in Maputo, and with the 
abili ty to negotiate preferential freight rates with the maritime shipping transport lines. The 
investor should have the knowledge of how to manage a line of citrus fruit processing  and 
also experience with managing eff icient shipping within short periods of time in order to 
minimise the chance of deterioration of the fruit. 
 
The investor should have access to capital at a low cost to invest in the venture to the amounts 
of operating funds that will be needed to buy fruit in the field. 
 
With respect to the logistics of the operation, the fundamental aspects are the following: the 
packing plant should control a fleet of four five-tonne trucks, each with its own team of 
gatherers who would carry out the daily picking and gathering of fruit from the orchards. 
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The first selection of the fruit would be carried out by these teams directly from the trees in 
the act of fruit picking (a premium price would be paid to the owners to compensate this 
selection). After this selection and packing in the plant, daily truckloads carrying 13 to 14 
tonnes each would be taken to Maputo during the 75 days of the duration of the harvest. The 
fruit would always be loaded and transported at night to avoid the heating of the fruit during 
the transportation, arriving at the cold storage units in Maputo in the first hours of the 
morning. The cold storage units in Maputo are considered to be of excellent quality, having 
been recently rehabil itated for use by Capespan, a company that exports citrus fruit from 
South Africa through Maputo port.  
 
 
C. MARKET 
The total world wide volume of easy peeler citrus production  is approximately 2 million 
tonnes per year, of which Spain produces 1.66 mil lion and markets 1 mill ion tonnes. There 
are two potential markets for Mozambican tangerines, the first is the Middle East (Gulf 
States) and the second is Europe. The market in the Gulf is not very demanding in terms of 
colour and appearance and there are already maritime links between this region and 
Mozambique. In Europe the  consumer is looking for organic products which have been 
grown without the use of artificial or inorganic chemicals. The tangerines from Inhambane 
could be considered organic given that the trees are not treated with fertil isers or inorganic 
pesticides. The USA and Asian markets are quite distant and there are not very many 
maritime links with Moçambique. Therefore the costs of transport would be very high. 
 
The Inhambane tangerine is of two varieties and both have seeds. The first variety has a skin 
that is more detached and has two to three seeds per section. The second has a skin that is 
more attached but also more fragile as well as a more acidic flavour. The natives of 
Inhambane prefer the variety with the detached skin which represents 90% of the total 
tangerine production in Inhambane. The tangerines from Inhambane may be classified as  
organic, and this characteristic would permit a premium price of up to 20% over the regular 
price in Europe1. However, the European consumer normally does not buy fruit with seeds or 
with an imperfect appearance (such as those from Inhambane), but this constraint could be 
overcome by the organic classification and by the flavour of the fruit. The Middle East market 
(Gulf states) is less demanding and gives more importance to the taste and the colour. 
 
The overall size of the market for easy peeler citrus” is as yet unknown, but the quantities 
projected for Moçambique would, in no way, cause any distortion in the international market. 
In Saudi Arabia and the United Arab Emirates (UAE), the quantity that is imported reaches 
close to 60,000 tonnes.  The volume of the fruit to be exported annually from Moçambique 
under this business venture would be 1,000 tonnes. An import company from the Gulf, 
Oceanic Fruits, has expressed its will ingness to acquire from Moçambique a first lot of 500 
tonnes of fruit during the 2003 season. It is hoped that Europe could, without great difficulty, 
absorb a similar quantity. 
 

                                                
1 Source: Representative of Capespan – Jacey Strauss, Maputo Port Citrus Terminal 
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Morocco supplies Saudi Arabia with a variety of Clementines and Pakistan supplies the 
United Arab Emirates (UAE) with the variety - Kinnow mandarins.  
 
The Moroccan fruit as well as the Pakistani fruit is supplied at the end of October through 
March of the following year.  The Mozambican fruit production would appear in the market 
in May and only terminate at the end of July. Cold storage could extend this period until 
September. This  marketing period would be outside of and supplementary to the normal 
market season. 
 
OceanicFruits quoted prices of US$7.50 CIF Dubai for first class fruit, and US$6.75 CIF 
Dubai for second class. Thus the average sales price in Dubai is calculated at US$ 475/tonne. 
The price for organic tangerines in Europe, has an additional premium of 20% over the price 
CIF in Rotterdam which is calculated at US$ 1,100 /tonne of fruit. 
 
The cost of transport for a 40 foot container REEFA to Rotterdam is US$3,300, and the 
handling costs US$ 308. (A total of US$ 3,608, equivalent to US$139/tonne.)  The transport 
to Dubai would be bulk at a cost of US$90 per palette. This is the equivalent of US$86/tonne. 
 
Oceanic requires that the tangerines be supplied in dismountable cardboard packaging with 
cardboard spacers between the layers. 
 
Oceanic Fruits, Mr. Hanri Nasri, Hamburg, Germany, Tel: (49 40) 309 05410, Fax: (49 40) 
309 05405, email: sales@oceanic-fruits.com; or Mr Bill Collet, Harare, Zimbabwe, Tel: (263 
4) 702 387/727 458 
 
 
D. RAW MATERIAL SUPPLY SOURCES 
The producers of tangerine are located along the national highway, in the province of 
Inhambane. The tree production is located on the average within 10 km of the main highway 
and while access is on unpaved roads, the harvest occurs in winter when there is no rain. As a 
result, it is possible to reach zones of production with normal traction vehicles. The producers 
possess an average of between 15 and 30 trees, with each tree producing 210 to 300 kg of fruit 
per season. The total volume of production in the province of Inhambane for the five districts 
is estimated to be between 20,000 to 30,000 tonnes of fruit. Assuming that only 30% of this 
production would be of a quali ty suitable for export, there is a potential 10,000 tonnes of fruit 
that could be exported. The raw material required for this venture is 1,000 tonnes. 
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The picking and gathering operations should be carried out by a fleet composed of 4 vehicles 
and their respective teams. These would go to the tree owners with whom a contract would 
have been previously made and carry out the selection of the trees that don’ t show black spots 
on their fruit.  
 
After agreement with the tree grower, only fruit of  “A” quality would be purchased. The 
transport of the fruit would be subjected to all of the cautionary measures to avoid the 
breaking of the tangerine, due to the fragility of its skin. The loaders should select the 
coloured variety to ensure the choice of the best fruit. 
 
The fruit should be loaded in 20 kg plastic stackable boxes and always kept out of the sun. 
Currently, the tree growers receive US$0.014 per kg of fruit (10,000 Meticals for each tin of 
30 kgs). The exporter would pay a premium to guarantee the choice purchase of the fruit of 
first quality, and also to construct a partnership relationship with the growers. For this reason, 
the price of purchase is budgeted at 40,000 Meticals per tin of 30 kgs (US$55/ton), and the 
cost of the raw material is budgeted at US$55 x 1.5 = US$83/ton, taking into account the 
losses in the selection. 
 
The transport from Inhambane to Maputo is on a paved highway and the distance is 
approximately 500 km. The venture would contract a truck to transport the fruit to Maputo. 
The cost of the transport is estimated at US$40 per ton. A refrigerated truck would not be 
necessary of the fruit is transported at night. 
 
 
E. PRODUCTION PROCESS DESCRIPTION 
A typical packing line for citrus fruit is simple, comprising the following five sections: 

1. Section of washing (in water for the removal of dirt). 
2. Transport and selection on a conveyer belt (visual removal of defective fruit). 
3. Polishing and drying (a thin layer of wax to confer brill iance). 
4. Automatic classification (mechanical separation into different sizes). 
5. Packing (in 4 kg or 15 kg boxes as requested by the client) 

 
The projected processing plant should have suff icient capacity to handle around 2 tonnes of 
fruit per hour, which would permit the achievement of a rate of packing of 16 tonnes per day 
and more than 1,000 tonnes per year. Projects to expand plant production capacity in 
multiples of 1000 tonnes are also feasible. 
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There is a potential investor who has already manifested his wil lingness to export tangerines. 
This investor has an inactive packing line (in Mo� ambique), with classification equipment, 
and capable of handling 1,000 tonnes per year. The additional equipment that would be 
necessary is the fruit polisher, (cost US$10,000), and washing tanks (US$500). The same 
investor also has access to the vehicles necessary for the collection of the fruit in the field, 
avoiding the need then to buy vehicles. The investor who has been identified has 
demonstrated interest in forming a partnership or ´joint venturè  with another entrepreneur or 
investor interested in exploring this opportunity. The contact with this investor can be 
obtained through GPSCA.  
 
US$100,000 is budgeted for coverage of the capital expenditure, including the outfitting of 
the quarters for the processing of the fruit. 
 
 
F. MANAGEMENT AND WORKFORCE  
A total of 53 employees are necessary during the 3 - 4 months (between May and August), the 
tangerine harvest period. The harvest is carried out by 16 persons divided into four teams, 
while the other 37 are employed in the packing plant. 
 
The nature of the work does not require specialised skil ls, and all of the employees can, very 
rapidly and after a short period of on-the-job training, acquire the necessary skil ls. The 
training of the employees would be carried out by a management team  or a specialist 
contracted for a short period by the investors to work with the management team.  No 
diff iculty is foreseen in the recruitment of the 53 employees needed. 
 
In addition to these employees, a field operations manager in Maxixe is needed, as well as an 
employee who would be responsible for logistics, cold storage and marketing. The 
entrepreneur involved in the same business of exporting citrus fruit and interested in this 
venture already has a team that is capable of dealing with all of these aspects. US$40,000 was 
budgeted per season for the payment of personnel costs. 
 
 
G. CONSTRAINTS & RISKS 
The specific constraints and risks that have been identified for this business venture: 
- Problems related to the acceptance of the fruit in international markets, especially at 

the beginning. While the tangerines have an excellent flavour, consumers today “eat 
with their eyes” . Time is necessary for the markets to come to recognise the inherent, 
lasting quali ty of the “new” Mozambican fruit. 

 
- Problems with the deterioration of quality. The standards demanded in the markets are 

rigid. There are many step in chain between the orchard and the consumer. Any 
failure, whether in the crop-gathering, handling, refrigeration, and transport  can result 
in the deterioration of the product. In this case, the fruit wil l be rejected, and the 
reputation and good name of the origin may become suspect. 
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- Lack of agronomic care by the farmers. In principle, the better treatment of the fruit 
trees wil l improve the quality of the fruit. In reali ty the contrary can be true. In fact, it 
is not known for certain whether the ªthe special flavour and aromaº of Inhambane 
tangerines is due to the agro-climatic conditions (dry and arid) or to the lack of 
treatment. Perhaps the use of fertilizers and special treatment may eventually produce 
a fruit  which, while larger, with more juice, will have less flavour and sweetness. 

 
- The logistics of the operation are complicated, from the gathering of the fruit in the 

plant to the transport to Maputo and then overseas. Close attention and a pro-active 
management will be necessary to achieve positive results. 

 
- The frequency of the transport to the markets is not ideal, with the resulting loss of 

quality in the fruit while waiting for the ships. In reality, the logistical connections 
with the South African citrus export operations, through Maputo port wil l be crucial 
for the success of the venture. 

 
 
H. LINKS AND SUPPORT NETWORKS 

The most important aspect is the supply of extension services to the growers, enabling them to 
improve the quality of their plantations and the fruit itself. The company Capespan has 
extension agents that could be used to assist the growers. Capespan is a South African 
company that exports the majority of citrus fruit grown in South Africa, the majority of which 
is exported through the port of Maputo. 
 
On the administrative side, as has already been mentioned, there are already strong links 
between the citrus packing plants, the operators of the cold storage units, and the handling of 
the cargo, which could be highly beneficial for the development of this business venture. 
 
In the field the involvement of an NGO would also be very useful. The NGO could assist with 
the capacitation and formation of the growers in associations (as is already happening in 
Nampula with the intervention of CLUSA), in such a way as to permit that the farmers 
coordinate their negotiations with the packing plant, and execute mutually beneficial fruit 
supply contracts. 
 
 
I. ASSUMPTIONS AND PRELIMINARY FINANCIAL PROJECTIONS 

(US$ 000) –BASE CASE 

General Assumptions 
� Export Inhambane Tangerine to the markets in the Gulf and Europe 
� Opportunity Cost of Capital = alternative domestic application without risk = treasury 

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

premium) 
� Cash flow years 6 – 10 = cash flow year 5 
� Cash flow terminal year 10 = 0 
� Necessary funds = investment + operating funds 
� Bank loan term = 5 years (with reimbursement of capital each year) 
� Tax obligations are not included (these will vary depending on the nationali ty of the 

investor, location 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 (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 100 (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 
Packaged fruit (tonnes) 0 500 1000 1000 1000 1000 
Quantities exported to the Gulf (tons) 0 250 500 500 500 500 
Quantities exported to Europe (tons) 0 250 500 500 500 500 
Fruit price CIF in the Gulf (USD/ton) 0 475 475 475 475 475 
Fruit price CIF in Europe(USD/ton) 0 1100 1100 1100 1100 1100 
Raw material price – tons(purchase of fruit) 0 83 83 83 83 83 
Labour & Management 0 46 46 46 46 46 
Packing material/tons 0 150 150 150 150 150 
Transport within Mozambique/tons 0 40 40 40 40 40 
Maritime transport/tons 0 115 115 115 115 115 
Other costs and general expenditure 0 40 80 80 80 80 

 
 

BASE CASE(USD 000) Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
       
CASH FLOW - OPERATIONS       
       
VOLUMES  500 1000 1000 1000 1000 
Volume exported to the Gulf 0 250 500 500 500 500 
Volume exported to Europe  250 500 500 500 500 
       
INCOME AFTER VAT 0 394 788 788 788 788 
       
OPERATING COSTS 0 -295 -529 -529 -529 -529 
Raw material purchase 0 -42 -83 -83 -83 -83 
Cost of Labour & Management 0 -46 -46 -46 -46 -46 
Packing material 0 -75 -150 -150 -150 -150 
Transport within Mozambique 0 -20 -40 -40 -40 -40 
Maritime transport 0 -58 -115 -115 -115 -115 
Depreciation 0 -15 -15 -15 -15 -15 
Other costs and general expenditure 0 -40 -80 -80 -80 -80 
       
OPERATIONAL CASH FLOW 0 99 259 259 259 259 
       
CASH FLOW - FINANCING       
       
INVESTMENT (Including Year 1 Operating Costs) 248 0.0 0.0 0.0 0.0 0.0 
Equity Capital 124 0.0 0.0 0.0 0.0 0.0 
Bank Finance 124 0.0 0.0 0.0 0.0 0.0 
       
CAPITAL & OPERATING EXPENDITURE -248 0.0 0.0 0.0 0.0 0.0 
       
BANK FINANCE COSTS 0 -62 -54 -47 -40 -32 
Interest – long term loan 0 -37 -30 -22 -15 -0.7 
Principal – long term loan 0 -25 -25 -25 -25 -25 
Overdraft Facility – short term loan 0 0.0 0.0 0.0 0.0 0.0 
       
TOTAL CASH FLOW       
       
Annual Cash Flow  0.0 37 204 211 219 226 
       
Accumulated Cash Flow 0.0 37 241 452 671 898 
       
Net Present Value (NPV) up to Year 10 $334.72      
IRR Cash Flows (including cash flows for Yrs 6-10) -124 37 204 211 219 226 
Internal Rate of Return (IRR) 100%      
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On the basis of the ªbaseº case scenario, the Inhambane tangerine export venture would 
appear to be very viable.  Assuming that 50% of the investment necessary comes from equity 
funds and 50% from loan capital, an investor who contributes US$124,000 in Year 0 for 
capital and operating expenditure will generate and internal rate of return (IRR) of 100%. This 
is well above the target of 35% (28% for treasury bonds plus a 7% risk premium). In other 
words, the net present value is better than that which the investor could earn (28%) investing 
in treasury bonds.   
 
If the project was financed with 90% equity funds, the rate of return for the investor would be 
reduced to 79%, but the net present value would increase from US$336,000 to US$412,000 
due to the reduction in the cost of the interest.  If the bank loan is increased to 90% (10% 
equity funds) the rate of return increases to 193%, but the net present value is reduced to 
$258,000 due to the increase in the cost of interest. 

This indicates that the project cash flow is suff icient to support a significant proportion of 
bank loan in its financing structure thereby at the same time increasing the rate of return for 
the investor.  But due to the fact that a large portion of the cash flow will be consumed by 
interest payments, the net present value of the available cash flow for the investor is less 
attractive compared to the case in which a greater portion of f inance is from equity funds. 
 
In this ªbase case scenarioº an investor who does not possess suff icient equity funds, but 
manages to obtain 90% bank financing, can achieve an present value of US$258,000 based on 
an investment of only US$25,000. 
 
The table that follows shows in summary this ªbase case scenarioº for the three alternative 
financing structures (50% equity funds, 90% equity funds and 10% equity funds).  The 
detailed analyses are set out in the annexures. 
 
 

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 37 204 211 219 226 
Accumulated Cash Flow 0.0 37 241 452 671 898 
Net Present Value (NPV) up to Year 10 $336.04      
IRR Cash Flows (including cash flows for Yrs 6-10) -124 37 204 211 219 226 
Internal Rate of Return (IRR) 100%      
       
Equity Funds 90%      
Bank Loan 10%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 86 248 249 251 252 
Accumulated Cash Flow 0.0 86 334 583 834 1086 
Net Present Value (NPV) up to Year 10 $412.99      
IRR Cash Flows (including cash flows for Yrs 6-10) -223 86 248 249 251 252 
Internal Rate of Return (IRR) 79%      
       
Equity Funds 10%      
Bank Loan 90%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 -13 157 174 187 201 
Accumulated Cash Flow 0.0 -13 144 318 505 706 
Net Present Value (NPV) up to Year 10 $257.55      
IRR Cash Flows (including cash flows for Yrs 6-10) -25 -13 157 174 187 201 
Internal Rate of Return (IRR) 193%      
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J. SENSITIVITY ANALYSIS (BEST CASE / WORST CASE) 
In addition to the rate of return in the ªbase case scenarioº being sensitive to the quantity of 
loan capital used to finance the project, the ªbase case scenarioº is also very sensitive to 
changes in the earnings forecast and the operating costs.  Assuming a ªbest case scenarioº in 
which the earnings increase by 10% and the operating costs are reduced by 10%, the rate of 
return in the case of 50% equity fund financing, increase from 100% to 167% and the net 
present value increases from $336,000 to $569,000.  With 90% equity funds, the rate of return 
increases to 122% and the net present value increases from $413,000 to $641,000. In the 
event the investor invests 10% equity funds, the rate of return increases to 448% but the net 
present value is reduced to $496,000 (see the table below). 
 

SENSITIVITY OF THE BEST 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 5.4 37.0 38.9 40.9 42.9 
Accumulated Cash Flow 0.0 5.4 42.3 81.2 122.1 165.0 
Net Present Value (NPV) up to Year 10 $61.61      
IRR Cash Flows (including cash flows for Yrs 6-10) -32.9 5.4 37.0 38.9 40.9 42.9 
Internal Rate of Return (IRR) 75%      
       
Equity Funds 90%      
Bank Loan 10%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 18.5 48.5 48.9 49.3 49.7 
Accumulated Cash Flow 0.0 18.5 67.1 116.0 165.3 215.1 
Net Present Value (NPV) up to Year 10 $82.08      
IRR Cash Flows (including cash flows for Yrs 6-10) -59.3 18.5 48.5 48.9 49.3 49.7 
Internal Rate of Return (IRR) 62%      
       
Equity Funds 10%      
Bank Loan 90%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 -7.8 23.0 28.9 32.5 36.0 
Accumulated Cash Flow 0.0 -7.8 15.2 44.1 76.6 112.6 
Net Present Value (NPV) up to Year 10 $40.19      
IRR Cash Flows (including cash flows for Yrs 6-10) -6.6 -7.8 23.0 28.9 32.5 36.0 
Internal Rate of Return (IRR) 120%      
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In the ªworst case scenarioº in which the earnings are reduced by 10% and the costs are 
increased by 10%, the rate of return and the net present value (except in the case of 90% 
bank finance) continue to be more viable than an investment in treasury obligations: 

 

 

 

 

 

SENSITIVITY OF THE WORST 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 -34 61 79 87 94 
Accumulated Cash Flow 0.0 -34 27 105 192 286 
Net Present Value (NPV) up to Year 10 $99.15      
IRR Cash Flows (including cash flows for Yrs 6-10) -131.0 -34 61 79 87 94 
Internal Rate of Return (IRR) 36%      
       
Equity Funds 90%      
Bank Loan 10%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 18 117 118 120 122 
Accumulated Cash Flow 0.0 18 135 254 374 495 
Net Present Value (NPV) up to Year 10 $184.60      
IRR Cash Flows (including cash flows for Yrs 6-10) -235 18 117 118 120 122 
Internal Rate of Return (IRR) 37%      
       
Equity Funds 10%      
Bank Loan 90%      
 Yr 0 Yr 1 Yr 2 Yr3 Yr 4 Yr5 
Annual Cash Flow  0.0 -86 -1 13 31 54 
Accumulated Cash Flow 0.0 -86 -87 -75 -44 10 
Net Present Value (NPV) up to Year 10 ($8.45)      
IRR Cash Flows (including cash flows for Yrs 6-10) 26 -86 -1 13 31 54 
Internal Rate of Return (IRR) 22%      

 
 
The detailed analyses are set out in the annexes to this document. 
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Given the extreme sensitivity of the rate of return and the net cash flow  to small changes in 
the price and cost assumptions, a potential investor is encouraged to be very cautious in 
undertaking this business opportunity. As a pre-requisite, an investor should carry out a 
thorough research of the raw material and production costs as well as the range of prices in 
order to prepare a detailed business plan. 
 
 
K. KEY ISSUES TO CONSIDER IN THE PREPARATION OF A DETAILED 

BUSINESS PLAN 
In addition to the thorough research of costs and prices, the key issues that a potential investor 
should investigate in the process of preparation of the detailed business plan are the 
following: 
 
- The logistics of the operation are complicated, from the gathering of the fruit in the 

plant to the transport to Maputo and then overseas. Close attention and a pro-active 
management will be necessary to achieve positive results. The investor should visit the 
area of production to become acquainted with the producers and to establish a strong 
relationship with them in order to guarantee the supply of suff icient quantities of good 
quality tangerines. Once the best producers are identified, the investor should prepare 
a detailed plan for the collection of tangerines. 

 
- The localization of the warehouse for the collection of tangerines in Inhambane will 

depend on which area has the greatest concentration of producers and where there are 
buildings that can be rehabilitated. The Provincial Directorate of Agriculture and the 
provincial government have already indicated their availabil ity to provide support in 
identifying such infrastructure. 

 
- It is necessary to prepare the design of the collection warehouse. 
 
- The investor should prepare a very detailed marketing plan and strategy. It is 

important to define the volume of fruit, the price, the packaging and the schedule of 
supply. With this basis, the management team can organise the field operations to 
ensure that the fruit is gathered, processed and transported to the markets without 
problems. 
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ANNEXES 
- ASSUMPTIONS AND FINANCIAL PROJECTIONS ± BASE CASE 
- ASSUMPTIONS AND FINANCIAL PROJECTIONS ± BEST CASE 
- ASSUMPTIONS AND FINANCIAL PROJECTIONS ± WORST CASE 
 
 


