Public Disclosure Authorized

Public Disclosure Authorized

Document of

The World Bank

FOR OFFICIAL USE ONLY

Report No.6013

PROJECT COMPLETION REPORT

GREECE - VEGETABLE PRODUCTION AND MARKETING PROJECT
{LOAN 1588-GR)

December 27, 1985

Europe, Middle East and North Africa Regional Office

This document has a restricted distribution and may be used by recipients only in the performance of
their official duties. Its contents may not otherwise be disclosed without World Bank authorization.




ABG
EEC
ERR

GDP

PCR

STR

ABBREVIATIONS AND ACRONYMS

Agricultural Bank of Greece
European Economic Community
Economic Rate of Return
Gross Domestic Product
Million

Project Completion Report

Stremma (0.10 ha = 0,247 acres)



FOR OFFICIAL USE ONLY

PROJECT COMPLETION REPORT

GREECE - VEGETABLE PRODUCTION AND MARKETING PROJECT
(LOAN 1588-GR)

Table of Contents

Page No.
Preface ceescecceessoseseosoctoccassscsssssscssscscssncsscssces i
Basic Data Sheel cecvsccscctsstensaconcencssscosnsscsacscacsse ii
Evaluation Summary 0885000000000 0E1000CITatsesetssocnetotsa iii
IBRD OVERVIEW OF PROJECT COMPLETION REPORT
I. Introduction oooouo.oocoqooooooocoto-ooooococoooco'.o 1
II. Implemeﬂtation 00 ECET 0600000 CEICOLEEINRLIESISIOIUIETTRIETSETS 3
IIl. PtOject COSBLS .eececccsscncecrscsasinssnsescccassons 10
Iv, Agricultural Impact 0900600000000 000080008000csQEIRBOES 10
Ve Economic Rate o0f REtUrN cecsacecsscccsscosnscosccnne 10
vi. Institutional Performance ccscecscvccccoscscssccsscncs 11
VII. Conclusions and Lessons Learned ccececcsscoscsssccoce 13
Appendix 1 - PrOjeCt FinanCing %6000 escessosss s 14
Appendix 2 - Estimated and Actual Loan Disbursement. 15
Appendix 3 - Financial Ratios: Agricultural Bank
of Gr%ece R Iy 16
COMPLETION REPORT (prepared by Agricultural Bank of Greece)
I. Introduction G N 0EEEER 0000000000003 08008000000C000080TES 1
II. Project Identification, Preparation and Appraisal,.. 3
Il Implementation 00000 0000000600 C000000000080088008CDST 8
Iv. Financial Performance ececesscvcececccsccsassenesscens 20
Ve Economic Reevaluation seeecececcassccrsancncscecsances 21
Vi. CO“CIuSiOn.s S PO EI0 H0 E 020000 RCEINIDIROEEPVIEECESRERITDE 22

Annex

Maps - IBRD 13315R(PCR)
IBRD 13316 (PCR)
IBRD 13317 (PCR)

This document has a restricted distribution and may be used by recipients only in the performance of
their official duties. Its contents may not otherwise be disclosed without World Bank authorization.




-1 -

PROJECT COMPLETION REPORT

GREECE - VEGETABLE PRODUCTION AND MARKETING PROJECT
(LOAN 1588~GR)

PREFACE

This is the Project Completion Report (PCR) for the Vegetable
Production and Marketing Project in Greece, for which loan 1588-GR in the
amount of US$30.0 million was approved on May 6, 1978, The loan was closed
on June 30, 1984, one year later thau expected. Final disbursement took
place on March 1, 1985, and an unused balance of US$5.1 million was
cancelled,

The PCR consists o6f an Overview prepared by the Europe, Middle East
and North Africa Regional Office and a completion report, which was prepared
by the Agricultural Bank of Greece in collaboration with the Ministry of
Agriculture. The Overview 1s based on this latter report, a review of the
Staff Appraisal Report (No. 1940-GR of May 5, 1978), the President's Report
(No.P-2322-GR of May 15, 1978), the Loan Agreement dated July 10, 1978,
correspondence with the Borrower, and internal Bank memoranda on project
issues as contained in relevant Bank files.

The efforts on the part of the Agricultural Bank of Greece and the
Borrower's Ministry of Agriculture in preparing the basic completion document
for this project are greatly appreciated.

A copy of the draft report was sent to the Borrower for comments on
October 25, 1985. No comments have been received.

This project has not been subjected to an audit by OED.
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PROJECT COMPLETION REPORT

GREECE -~ VEGETABLE PRODUCTION AND MARKETING PROJECT
{LOAN_1588~GR)

_BASIC DATA SHEET

KEY PRO . CT DATA

Project Costs (US$ millton)

Loan Amount (US$ million)
Digbursed (US$ million)
Cancelled (US§ niliion)

Date of Board Approval

Loan Agreement Date

Date of Project Effectiveness

bate Physical Compenents Completed

Proportion Then Completed (X)

Loan Cloging Date

Economic Rate of Return (%)

Instituttonal Performance

Techuical Performance

‘umber of Loans for Greenhouses

CUMULATIVE DISBURSEMENTS

Appraisal Estimate (US$ millfon)
Actual (USS miilion)

Actual ag X of Appraisal Estimate
Mate of Final Oisbursement

Ap ral
2

84.0
30.0
30,0
01/08/79
12/31/82
100
06/30/83
15

3
@

l

Actual or Actual as X
Estimated of Appraisal
Actusl Estimate
73.3 87
30.0 100
24.9 83
S.1 -
05/06/78 -
07;10/18 -
05/12/80 300/a
09/30/84 1387a
90 $0
06/30/84 120/as
3 83
Fair -
Good -
7,554 -

FYBO FYBl ¥Y82 FYB) FY84  FYBS

2 2.7 30,0 30,0 30.0
4.6 9.3 12.4  1%6 20,1t 24.9
40 bH 50 32 67 23

March I, 1985

HISSION DATA

Date No. of Mandays Specializations Performance Types of
Mission {mo./yr) Persons in Field Represented /b Rating e Trend/d  Problems/e

Reconnaisgance 04/76 4 56 a,b,c,d - - -
Pre~preparation 08/76 3 30 b,c.d - - -
Pre-preparatfon 03/77 3 7 b - - -
Pre-apprajeal 06/17 S 36 a,b,c,d,d - - -
Pre-sppraisal 09/77 [ 40 b,d,4,f - -
Appraisal 10477 & 132 a,b,c,d,e,f - - -

Follow—up 12/77 1 4 d

Sub~total % s
Supervisfon | 02/78 1 2 d 1 1 nane
Supervision 2 07/78 2 10 4,4 neas n.a, n.a.
Supervisioa 3 09/78 1 3 d ] 2 none
Supervisfon & 02/7% 1 7 a i 2 none
Supervision 5 02/79 1 2 4 n.a, n.a. MeBa
Supervision 6 06179 1 8 a Nafs f.AL
Supervision 7 10/79 1 [} | r 1 I+
Supervisfon 8 05/8u 3 2 d L. Gedty [ 1
Supervision $ 05/80 1 6 d 1 P, T
Supervision 10 ta/80 1 7 c - 2 P, T
Supervision It 02/82 1 S ¢ N&e nLA. n.aa.
Superviston 12 03/82 2 30 a,d 2 2 P,F
Supervigion 13 09/82 1 7 ¢ 3 2 13
Supervision 14 07/83 2 24 a,f 3 2 P
Supervistion 13 06/84 14 5 f 3 2 p.¥
Conpletion 09/84 1 2 d n.a. n.a. L7E-N

Subtutal i 126

Total (7] 31

OTHER PROJECT DATA

Borrower

Executing Agency

Fiscal Year of Bottower

Name of Cutrency (Abbreviation)

Curreacy Exchange Rate
Apprateal Year Average (1977)

Govermment of Greece

Agricultural
January 1 to

Deachma (Ur}

Bank of Greece
December 31

Us$1.0C = or 37,2

Intetvening Years Average (1978-83)

Completion Year Average (1994

Eoliow-on Project

Name

Loan Number

Loar Amcunt (US$ mlin)
bate Board Approval

)

US§1.00 = Dr 54.6
#8§1.00 = Dr 108.0

Integrated Forestry Projec

1718-GR
25,0
06/05/79

ials 5

Calculated fn terwms of months from date of Board spproval.
a = agriculturalist; b = marketing epecislisr; c ~ finaaciel analyst; d ¢ economist; e ~-
trangportation speclalist, f = agro tndustriea specialist, g = other.

1 = problem-free or minor problems; 2 = moderste problems; end 3 = major probleas,
1 = {mproving; 2 =« stationary; and 3 = deterforating.

¥ o Managerial; F » Financial; T = Technical; P = other.
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PROJECT COMPLETION REPORT

GREECE - VEGETABLE PRODUCTION AND MARKETING PROJECT
(LOAN 1588-GR)

EVALUATION SUMMARY

Introduction

Greece became an associate member of the European Economic
Community (EEC) in 1962, and a full member in 1981. Because of the country's
climatic advantages, the horticultural sector was expected to be a major
beneficiary of that membership. Development of horticulture thus was given
high priority by the Government.

Objectives

The main objectives of the project were to (a) increase foreign
exchange earnings by expanding production of out-of-season vegetables; (b)
strengthen existing research and extension institutions to promote production
of high value crops; (c) help raise productivity of smallholders by promoting
intensive cultivation; (d) promote jimprovement in the organization of the
export marketing system; and (e) strengthen the Agricultural Bank of Greece
(ABG), by helping to improve its lending operations and resource mobilization
efforts. To achieve these objectives, the project included construction of
greenhouses on about 900 ha, construction of packhouses and cold storages for
vegetables, provision of refrigerated tractor trailers, improvement of
existing research and extension institutions, and improvement of the
marketing system.,

Implementation Experience

The project had a good start, and a number of project activities
commenced even before Board presentation. However, slippage in project
effectiveness from January 1979 to May 1980 caused implementation delays,
particularly with regard to components invoiving institutional changes. The
loan closing date was extended by one year from June 1983 to June 1984,
Project costs amounted to US$73.3 million, compared with US$84.0 million
estimated at appraisal. However, in terms of local currency, actual costs
were Dr. 5,590 million, or 82% above appraisal cstimates. The lower than
estimated project costs in dollars was due to shortfalle in all project
components except the construction of greenhouses, while the additional cost
in drachmas was mainly due to the higher than anticipated internal inflation
coupled with substantial devaluation of the drachma.

Results

Three of the six project components, concerned with horticultural
production improvements, were successful. Implementation of components
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dealing with improvements to the marketing organization was unsatisfactory.
Shortfall in the latter components, together with delays in submitting
disbursement applications in years when the drachma was devalued, led to
underutilization of the loan amouant, causing the Government to request
cancellation of US$5.1 million from the proceeds of the loan. The project's
re~estimated economic rate of return was 29% compared with an appraisal
estimate of 35%. '

Sustainability

The prospects for sustainability of benefits from the project's
main investments, i.e., greenhouses, appear good. Research and extension
activities supported by the project are expected to be beneficial for the
foreseeable future. Project components related to marketing largely failed,
Although project activities were not greatly hindered as a result, marketing
deficiencies remain a constraint to Greece's overall horticulture development
and will have to be dealt with if the country's comparative advantage is to
be realized.

Findings and Lessons

The main lesson to be learned is that agreement between the Bank
and the Borrower on a set of clear and detailed proposals concerning organi-
zational aspects of institutions to be financed under a project is necessary
before Board presentation, especially when trying to introduce significant
changes involving a number of agencies (in this case, Ministries of Agricul-
ture, Commerce and Transportation). Close and intensive collaboration in
this project between the Govermment and the Bank from the initial stages of
the project cycle resulted in significant improvements in ABG's operational
activities and facilitated project {mplementation (para., 7 of Overview),
Lack of agreement on clear and detailed proposals for the organizational
aspocets of regional marketing companies caused project implementation delays
(para. 21 of Overview).

Delays in submission of disbursement applications during the years
when the drachma was devalued caused the Govermment to lose foreign exchange
from the proceeds of the loan (para. 10 of the Overview). Lack of Bank field
supervision for over 12 months during critical stages for the marketing
component might have exacerbated failure in the Bank reaching an agreement
with the Government on ways to implement that component (para. 41 of
Overview).

Failure to introduce changes in the marketing system does not
appear to have interfered with successful overall implerentation of the
project. Though the export through numerous types of growers and traders had
hardly changed since appraisal-—-the proposed changes in marketing were never
adopted-—~exports progressed well. The production of cucumbers, the principal
vegetable produced, increased about eightfold in the project area from
1978/79 to 1983/84. Between 1978/79 and 1982/83 the value of total exports
of fruits and vegetable from Greece increased from US$369 million to US$445
million to the EEC, and from US$37 million to US$62 million to the Middle
East., Tndamental structural changes in a marketing system can hardly be
made over a short period of time (para. 42 of Overview).



GREECE
VEGETABLE PRODUCTION AND MARKETING
(LOAN 1588-GR)

IBRD Overview of Project Completion Report

L Introduction

1. The attached Project Completion Report (PCR) whi-1 was prepared by
the Agricultural Bank of Greece in collaboration with the Ministry of
Agriculture provides a comprehensive description of project implementation and
of the main project achievements and shortfalls. This overview memorandum
comments on points requiring further elaboration. It was prepared by staff of
the Agriculture I Division..

2. Background. In 1976, one year prior to project appraisal,
agriculture in Greece accounted for about 17.5% of GDP, contributed with about
32% of total exports and employed about 34% of the total active population.
Fruits and vegetables accounted for about 60%Z of agricultural exports with
wmore than half the fruits and nearly all the vegetables being marketed in the
European Economic Community (EEC).

3. In 1962, Greece became an associate member of the EEC. Thereafter,
the country’'s agricultural exports to EEC were exempted from import duties
thus gained a competitive advantage but they remained subiect ta quota
restrictions imposed to prevent farm prices from sliding below acceptable
levels. In the mid-70's, Greece applied for full membership in the Community,
which was granted in 1981. As production costs of fresh fruits and vegetables
were lower than those in other member countries due to Greece's climatic
advantages, the horticultural subsector was expected to be & major beneficiary
of Greek's full membership in the Community.

&4, To enable Greek farmers to take full advantage of their competitive
position in the EEC market for fresh produce, 2 number of complementary
changes were required in the Greek supporting services, particularly as regard
to research and extension, marketing, handling facilities and transportation.
In addition, accession to the EEC called for some changes in agricultural
credit arrangements as well as major changes in Government subsidy policies.
A critical evaluation of Greece's agricultural taxation and subsidy policy was
thus necesgary to design them up to the EEC requirements.

5. Origin and Preparation. In October 1975, recognizing the need to
develop the production and marketing of horticultural products, the Government
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requested IBRD's assistance in preparing and financing a Fruit and Vegetable
Marketing Project. IBRD's reconnaissance and preparation missions (June and
September 1976) reviewed the prospects for export-oriented fruits and
vegetables, identified marketing and production constraints, and proposed
steps for preparing a possible Bank project to assist in the modernization of
the horticulture subsector. Subsequently, the Agricultural Bank of Greece
(ABG) selected a foreign consultancy firm to prepare the feasibility study,
under terms of refereuace prepared by ABG with IBRD's assistance. The foreign
exchange cost of the study (about US$300,000) was financed by the Greek
Government from the proceeds of the IBRD Loan 1165-GR (East Vermion Irrigation
Project).

6. The consultants' report completed in June 1977 constituted a
reasonably good horticulture subsector study, but the organizational aspects,
required changes in Government policies, and cost/benefit analysis needed
further elaboration. Subsequently following discussions with two IBRD
preappraisal missions, the consultants submitted a revised version of the
report, which included sufficient in-depth analysis of abovementioned topics
and served as the basis for the appraisal which took place in Qctober 1977.

One aspect of the preparation report on which the Bank had views different ¢
from those recommended by the consultants and the Government was on the
organizational arrangements for the marketing of vegetables.

7. During project appraisal, the Bank recommended the Government to
increase the interest rates for agricultural onlending activities and ABG's
capital so as to improve ABG's financial viability. 1In 1978, and prior to
negotiations, the Government increased the agricultural onlending rates by
0.5% (to 7.5% for short term and 6.5% for long term) and ABG's capital by
about five times. By end 1979, ABG's long-term debt equity ratio was 4.6:1
compared to the 20:1 prevailing at the time of appraisal. In addition, during
project preparation and appraisal, the Government and the Bank recognized the
need for the Government to carry out a study of interest rates and
agricultural subsidies as the basis for rationalizing its agricultural subsidy
structure and for negotiating the policy changes required for its entry into
the EEC. During negotiations it was agreed that ABG would prepare the study
with the Bank assistance as part of Bank's regular project supervision.

8. The main objectives of t'ie project, as set forth in the appraisal
report, were to (a) increase foreign exchange earnings by expanding production
of out-of-season vegetables; (b) strengthen existing research and extension
institutions to promote production of high value crops; (c¢) help raise
productivity of smallholders by promoting intensive cultivation; (d) promote
improvement in the organization of the export marketing system; and

(e) strengthen ABG, by helping to improve its lending operatioms and resource
mobilization efforts. To achieve these objectives, the project included

(a) construction of greenhouses on about 900 ha; (b) construction of
packhouses and cold storages for vegetables; (¢) provision of refrigerated
tractor trailers; (d) improvement of existing research and extension
institutions; and (e) improvement of the marketing system. These components
which formed an integrated project, emphasized out-of-season vegetables in
Peleponnesus and Crete, the most important areas for their production. The
project, signed on July 10, 1978, was expected to be implemented between 1978
and 1982,



II. Implementation

9. The project had a good startj even before the Loan was signed, the
Government selected, sent, and financed a group of seven agronomists for a
study tour to Israel, Cyprus and France to observe different methods of
producing out-of-season vegetables. By the end of 1978, ABG had developed new .
formats for loan appraisal including fimancial and ecoromic evaluation of
subprojects, introduced them for all its medium- and long-term lending
operations, and prepared loan appraisals for all greenhouses to be financed
under the project. In addition, the Ministry of Agriculture had selected a
new group of eleven extensionists to receive training in production of
out-of-season vegetables and was very active in selecting the group of
researchers to be sent abroad for long-term training. The development of the
organizational and implementation plan for the marketing companies to be
established under the project was, however, lagging behind as the Government
was then awaiting the establishment of AGREX, the central state marketing
company which was expected to have a significant role in the export market
organization. It was not until QOctober 1979, that AGREX was formed and the
Government was prepared to consider hiring the required comsultants for the
esta.lishment of the marketing companies.

10. In spite of all the abovementioned progress in steps for project
implementation, it was not until January 26, 1980 that the Loan Agreement was
ratified by the Greek Parliament and the loan became effective thereafter on
May 12, 1980, nearly two years after the loan signature and after four
postponements of the date of effectiveness. This delay in project
effectiveness did cause a loss of momentum in project implementation during
1979 and 1980, mainly of components dealing with institutional changes.
Disbursements against project expenditures incurred during 1978 and 1979 were
also delayed. Moreover, due to such delays, and to the devaluation of the
Drachma during 1978-1980, the Greek Government suffered a loss of foreign
exchange from the proceeds of the loan. This loss was exacerbated by further
delays on submitting disbursement applications to the Bank. Due to this
phenomenon and to the shortfall on some of the project components, US$5.1M of
the proceeds of the loan could not be utilized in spite of a one-year
extension of the closing date, and this amount was cancelled at the
Government's request. The books were finally closed on March 1, 1985, 20
months after the original June 30, 1983 closing date.

11. Greenmhouses. The construction of greenhouses under the project
commenced by 1978, and achievements since the project started were close to
the appraisal estimate in spite of the fact that project effectiveness was
delayed by over one years. Construction in Peleponnesus was slower than in
Crete during the first years of the project, but it picked up during project
implementation. Fullowing are the projected (appraisal) and actual area under
greenhouses.



Cumulati—-e Area under Greenhouse Actual As
Year Apprairal Actual % of Appraisal
' {Str)

1978 7 1,400 1,050 75
1979 3,300 3,110 : 94
1980 5,300 4,760 90
1981 7,300 6,360 87
1982 _ 9,000 7,780 86
1983 9,000 9,165 102

1984 9,000 10,750 119

Improvements were introduced in the technical specifications for the
greenhouses financed under the project and those improved specifications were
made applicable for all greenhouse loans provided by ABG even outside the
project area. Most of the greenhouses constructed under the project during
the first years used wooden frame but the trend towards those uging metallic
frame or a combination of wood and metallic frame increased during project
implementation, especially for the constructior of new greenhouses. This
explains, in part, the increase in the average cost per strema of greenhouse
over the project period from US$3,500 during 1978 to US$8,500 during 1984.
Estimated average cost at appraisal was about US$6,600. The wooden frame
greenhouse costed less but had a shorter life. According to ABG estimates,
both types of technology yielded satisfactory financial and economic rates of
return, but returns were reportec to be somewhat higher on wooden greenhouses.

12. By the end of 1982, the original completion date, the project area
covered by new greenhouses (2,314 str) was already higher than that estimated
at appraisal (2,000 str) while replacement of existing greenhouses was about
70% of estimated target (4,964 str versus 7,000 str estimated at appraisal).
Due to the high demand for new greenhouses and replacement of old ones, the
Bank, at the request of Government, agreed to amend the Loan Agreement to
allow construction of new greenhouses on about 3,600 str and replacement of
old greenhouses on about 7,400 str. Thus, the total area under greenhouses to
be financed by the project was increased from 9,000 str to 11,000 str. By
mid-1984, the amended closing date, the project had financed replacement of
greenhouses on 7,050 str and counstruction of new greenhouses on 3,700 str
bringing the total area financed under the project to 10,750 at str. This
figure is about 19% higher than the one estimated at appraisal.

13. Packhouses. The implementation of the packhouses component had a
late start, mainly because of (a) the unexpectedly long periods it took to
identify eligible subborrowers, (b) the traditionally slow process of
decision-making by the cooperatives and/or unions of ccoperatives, and (c¢) the
relatively long period ABG tock to prepare tender documents. This was coupled
by the Goverument's decision, in 1980, to postpone approvai of packhouse
subloans until the marketing organizations had been formed. It was not until
1981 that potential subborrowers were finmally identified, although marketiag
organizations had not been formed. However, approval of subloans was further
delayed because beneficiaries of the packhouse component were unable to
contribute 203 of proposed investment as a down payment contribution required
by Project Agreement. In May 1982, the Government requested the Bank to
modify the Loan Agreement to exempt beneficiaries for this component from the
down payment contribution. The Bank, however, did not agree to thls proposal
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but recommended ABG to require borrowers' contribution as a matter of standard.
financial principle of financial soundness and as an indicator of borrower
commitment. To solve the beneficiaries' apparent lack of cash, the Bank
recommended ABG to consider land and labor as borrower's contribution and if
such contributions were not sufficient, to extend loans to individual members
of cooperatives to be used as contribution to proposed investments.

14, The original implementation schedule included the construction of
six new packhouses with appropriate cooling facilities and the improvement of
a number of existing packhouses. The actual implementation at project
completion involved the construction of two new packhouses and the improvemeat
of five existing one. Most of these investments were completed during 1984.
The poor performance of this component appears to be associated with the
continued fragmentation of Greek exports, with most exporters not handling the
volume required to support investments in packhouses (see para 17).

15. Refrigerated Tractor-trailers. At the time of appraisal it was
recognized that although overall existing fleet capacity was adequate to
transport expected future exports, there was a need to upgrade and replace
existing units with modern tractor-trailers. According to appraisal
estimates, about 40 to 50 tractor-trailers were expected to be procured under
the project. This compounent was initially delayed because the Project
Agreement required the potential subborrowers to be experienced trucking
companies whose main activities included the export of fresh horticultural
produce. That requirement narrowed considerably the potential subborrowers by
excluding private individuals licensed to be engaged in the trucking
business. It also excluded the possibilities of new companies. These
requirements were relaxed during 1981 and 1982 to allow subloans for new
companies and for private individuals. The amendments also allowed ABG to
exceed the limit of five tractor~trailers per beneficiary.

16. At the end of the project period, 21 subloans were signed for this
component comprising seven refrigerated tractor-trailers, four tractors and

12 refrigerated trailers. In addition, one application for Eurokreta,
approved by ABG in 1981, for the purchase of 16 tractor~trucks was not
effective because the company was unable to obtain a license from the Ministry
of Transportation to engage in the trucking business. The major reasons for
the shortfalls on this component could be summarized as follows:

(a) General slackening of demand for trucks following reduction in
business with the Middle East. Tg,e::e Jag an apparent surplus
of refrigerated trucks reported in Grgece in 1981;

(b) The Govermment delays in granting licenses to new large
companies which blocked the financing of 16 trucks under the
projects

(c) TFailure to form large fruit and vegetable export marketing
companies which could have utilized refrigerated trucks more
effectively; and

(d) Very high taxes (about 45%) on imported new trucks, which
encouraged purchases and importation of reconditioned trucks
which could not be financed under the project. It was reported



that, during 1983, about 700 used trucks were imported into
Greece from Germany. Used truck costs (including import
duties) were reported to be between Dr. 2.0 to 2.5M against Dr.
5.8M for new ones.

It could be concluded that, although this component fell short of appraisal
estimates, it does not appear to have been a major constraint in the
development of horticultural exports. However, eligibility of imported used
trucks for project financing could have improved implementation performance of
this component while it would have alsc helped the project to have a greater
impact in the modernization of the transportation services for fruits and
vegetables. This possibility, although feasible, was never explored by the
Bank or the Borrower.

17. Marketing Organizations. The marketing system in Greece is composed
of different forms of organizations including: )

(a) individual growers or grower partnerships actively selling
their own produce in distant markets;

(b) individual growers who also own one or more packhouses and
export production of other growers;

(¢c) private exporters (not growers) with or without packhouses;
{d) marketing cooperatives and unions of cooperatives; and
(e) producer groups, highly or loosely organized;

This situation has hardly changed since the time the project was appraised.

There are still too many exporters of fresh fruits and vegetables in Greece;
about 3,500 private exporters and about 1,000 cooperativas have the right to
export. This number was to have been reduced by more strict licensing, but

existing private exporters have successfully lobbied against tightening the

export regulations.

18. In the preparation report, the consuitants recommended the formation
of a number of regional export marketing agencies. These were to be
commercial trading companies whose shares would be offered to cooperatives and
private exporters as well as to AGREX and ABG. Membership was to be voluntary
and encouraged by limiting governmeant incentives to regional export marketing
agency members. There was also to be a Central Export Coordinating Committee
which, however, was not to have a trading function, but have overseas agents
to provide market information to regional agencies. The report also proposed
the introduction of an auction system at the wholesale stage of marketing in
large urban centers.

19. During appraisal, the Government's concept was to promote a number of
strong regional vegetable cooperatives and to rely on AGREX to sell their
produce. The reasons for this strategy were partly to emulate the relatively
successful operations of the Macedonian cooperatives in exporting peaches 1/

1/ Peach exports are a special case, where packhouses are grouped on the
railway line near Thessalonika, and exports sent by INTERFRIGO wagons.
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and partly due to a strong preference for cooperatives. It was clear,
however, that most cooperatives in Greece were weak and that a vegetable
export marketing strategy based upon regional marketing companies should plan
to build on dynamic sectors (such as producer groups and individual exporters)
as well as on the cooperatives. Hence, the Bank proposed that membership in
the regional marketing companies be opened to all these groups.

20. The second major point of discussion at appraisal was the function of
the Central Export Marketing Company proposed by the Government. This role
was to be undertaken by AGREX, a company owned 60% by ABG. In contrast to the
Government's proposal, the preparation report proposed, and the Bank agreed,
that the Central company should have a coordinating and service role rather
than a sales function. The reasoning was that the regional companies should
themselves be responsible to their shareholders for their own business and not
accept directions from third parties from what would be in effect a "marketing
board".

21. ABG and the Bank reached agreement during appraisal on the following
common premises?

(a) larger unit marketing companies with grower shareholders;

(b) provision of experienced management through technical
assistance, funded initially by the Government;

(c) with some reservations, a two-tier structure, i.e., regional
and national levels.

The main disagreements centered, however, on the need to broaden the
eligibility of shareholders and on the level of regional decision making.
Finally, agreement was reached to set up four regional companies. The
operational features of the companies were, however, left to be agreed during
project implementation.

22, During project implementation the Bank consistently urged ABG to
expedite implementation of the marketing compoment. However, legislative 1/
and other delays, 2/ most of which were outside ABG's control, slowed down the
formation of the companies and the hiring of consultants. It was not until
December 1981 that the consultant for this component was finally hired.
Meanwhile, in 1981, political changes took place in Greece 3/, and ABG in its
attempt to implement this component went progressively closer to the
Government's original proposal based mainly in the cooperative system for the
formation of the marketing companies. The lack of Bank field mission from
October 1980 to February 1982 to supervise this project might have exacerbated
failure in reaching an agreement with the Government on ways to implement that
component (para 41 of overview).

23. Thus, the marketing component has not been successfully implemented
largely because the Government, mainly the Ministries of Agriculture, Commerce
and Transport, took up to 1982 to agree on a common export marketing strategy

1/ The formation of AGREX was finally decreed in October 1979.

2/ Loan Agreement was finally ratified in January 1980, and loan became
effective in May 1980 nearly two years after loan signature.

3/ During that year, a socialist government replace the conservative one.
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and to approve the unecessary laws and regulations. In addition, the different.
proposals submitted to the Bank since 1982 had a number of features, mainly
concerning eligibility for shareholding in the proposed regional companies and
the functions of the Central Export Marketing Company, which were not
acceptable to the Bank. These proposals were similar to those which had been
earlier presented to the Bank at appraisal and considered inadequate for
promoting vegetable exports because they (a) were mainly based on the
cooperative gector and excluded the already well-developed private exporters;
and (b) required compulsory marketing of produce through the regional
marketing organizations. '

26, Currently, the Government has included in its five-year plan a
project to establish regional markets (15 or 20 im all) at which all fruits
and vegetables would eventually be required to be marketed. Growers will

- bring their produce to be graded and auctioned. The objective of such a

- gystem is to encourage competitive price formaticn and standardization. The
Government plans to hire foreign experts to advise on how to combine the
functions of establishing these regional markets and improving exports. The
cost of establishing such a system is expected to be financed by the EEC and
the Government. A proposal with a number of similar features to this one was
prepared by the project financed consultant and submitted to the Bank in 1982
for Bank financing (para 23). In addition, the auction market on a compulsory
basis does not appear to be the best solution to the problem of organizing the
large number of existing individual small exporters in the Greek context.

25. Extension Activities. Under the project, a good initiative was
taken in implementing the extension component, mainly in the areas of
greenhouses management, increased capacity for local training, increased farm
visits, and increased awareness and knowledge of problems and sclutions of
vegetable production in greenhouses. Most of the equipment and facilities
provided under the project were delivered or constructed by end 1981. In
addition, 25 man-months of foreign consultancy services were provided between
1980 and 1982. Out of the 33 man-years of oveiseas training for extension
staff provided under the project, about 18 man-years were taken up, and two
study tours were arranged for extension ofZicers to visit modern greenhouses,
market organizations and extension institutes in various European states. A
total of 27 agronomists took part of such training for a period of about

20 days each. Four plastic houses, 2 for each demonstration center (at
Kalamatra, Peleponnesus and Messara, Crete) were also constructed under the
project and are now being intemsively used for local training.

26. Fajilure to utilize all the training provided for umder the project
was mainly due to language difficulties of qualified agronomists and the
difficulties they encountered in securing places in foreign universities.

27. The two consultants hired under this component participated in
developing the training program abroad, the local training activities of both
staff and growers in greenhouse management, and the revised list of equipment
for the extension component. In addition, they emphasized the need tor, and
collaborated in, establishing a soil, plant and water laboratory service in am
effort to determine, as a matter of urgency, nutritional requirements and
measures for gsolving salinity problems. The consultants made sound
recommendations to meet specific growers' concerns, only stopping short of
proposing general measures for eetablishing a more intensive extension program.
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28. Following the departure of the extension consultants, farmers'
training has been provided by previously trained Greek agronomists in
collaboration with the research consultant assigned to Peleponnesus. Local
training is provided to agronomists and growers at demonstration centers and
involves various aspects of management of vegetables in greenhouses.

29. Research. After a slow start, increasing emphasis in research
activities was placed on greenhouse heating, screening of cold resistant
varieties, changes in date of planting, crop varieties, nutritional aspects
and other cultural practices. Foreign training was provided to 1l trainees
for postgraduate studies (eight for M.S. and three Ph.D. degrees). Three
foreign consultaats, two part time in Crete and one full time in Peleponnesus,
were engaged under the project. The two short-term consultants reviewed the
ongoing research operations and recommended certain changes in research
emphasis, most of which were implemented during the project periods. The
contribution of the full-time consultant assigned to Peleponnesus proved to be
more fruitful as he was able to recommend, plan, and implement a number of
research activities., His emphasis on trials on heating at different
temperatures and with different sources of heat, double cropping, crop
varieties, date of planting, and other cultural practices has proven to be
very successful. It is expected that some of the results of the trials could
be transferred, with some modifications, to Crete. His input was also
reflected in the ceaching qualities of his Greek counterparts. The main
results of the research programs were presented at special meetings
(specifically organized for the purpose of this project) to researchers,
extensionists and other relevant personnel during 1980, 1982 and 1984.

Results are being disseminated t~ farmers through the extension system. These
meetings have proven to be very useful, and the Government plans to continue
them every two years in the future.

30. Twenty-four greenhouses of half a strema each have been constructed
for research purposes, of which six are in Peleponnesus and the remaining 18
in Crete. From the equipment and vehicle list envisaged for this component at
appraisal, only the vehicles and small chemical testing equipment were
procured before the project closing date. Delay in procuring the remaining
equipment was due to bureaucratic procedures needed to be followed in the
preparation and approval of tendering documents.

31. Study on Interest and Agricultural Subsidies. The terms of
reference and technical framework for the study were prepared by ABG's team of
experts with Bank assistance oun March 1979. During preparation of the study,
three Bank one-—expert missions visited Greece to review the status of
preparation and the analytical approach of the study. It was finally
completed and submitted to the Bank on September 1980, nearly one year behind
schedule. The report provided good background information on the historical
development of agricultural institutions and policies, and on other aspects of
agricultural development. Tie background information was, however, not fully
utilized in evaluating the impact of the various policies on agricultural
development and in formulating policy recommendations. It was reported,
however, to have provided a good basis for the Government's negotiating
position with regard to policy changes required for its entry into the EEC.
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. Project Costs

32. At the time of appraisal, total project costs including physical
contingencies and expected price increases were estimated at Dr. 3,076.7M
(US$84M) with a foreign exchange component (direct and indirect) of US$40M or
of about 48% of total costs. The actual cost of the project amounted to

Dr. 5,589.7M (US$73.34) with a foreign exchange component of US$40.7M or about
55.5% of total costs. The lower than estimated total project costs in US$ was
- due ta shortfalls in all project components but the construction of
greenhouses, while the additional cost im Drachmas was mainly due to the
higher than anticipated internal inflatiom during project implementation
(about 20% per year compared with about 7% per year estimated at appraisal)
coupled with about 200% devaluation of the Drachma.

1IV. Agricultural Impact

33. As envisaged at appraisal, cucumbers, tomatoes, eggplants, peppers,
and melons are the most important greenhouse crops, with cucumbers being the
main crop produced and the only crop exported to European markets, mainly to
West Germany. Melons are planted in the greenhouses following the cucumber
crop. The tomato variety "Early Pack" currently grown in the project area
produces large fruits which are suitable for the domestic market and export to
Middle Eastern countries but not to Europe vwhose consumers prefer small
tomatoes. The eggplant and pepper varieties presently grown are suitable for
the domestic market only. The melon varieties are of excellent quality and
are suitable for both domestic and export markets. Export of cucumbers in the
project area rose from 4,500 tons in 1978 to about 32,300 tons in 1984, while
production rose from 9,600 tons to 80,300 tons during the same period.

34. The continued monocrop orientation of exports is partly due to the
still persistent weakness of the marketing organization--the large number of
traditional exporters are not strong enough to conduct market research to
introduce new export products—but mostly due to the failure to identify
appropriate varieties preferred in the European markets suitable for Greek
growing conditions. It is expected that the research now being conducted,
especially on tomato varieties, will soom provide an adequate type of tomato
acceptable in foreign markets.

V. Economic Rate of Return

?

35. At the time of appraisal, the Economic Rate of Return (ERR) on the
proposed investments for the Vegetable Production and Marketing project as a
whole was estimated at about 35%., No separate ERRs were calculated for
individual components because they were considered to be interdependent. The
ERR recalculated in the Government's PCR is 29% and is considered to be
satisfactory. It is mainly the result of the implementation of the greenhouse
component and, tc a3 lesser extent, the extension and research components.

Most of the benefits of the latter two components will still reach full
development in the years to come. Because the other three components
(marketing, tractor trailers and packhouses) were either not implementa~d
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(marketing organizations) or were completed to a lower level of investment
during the present year, no estimates of their impact were available at the
time of the preparaticn of the PCR. Therefore, possible incremental benefits
due to those components were not included in the Govermment's PCR
calculation. It is also important to note that at appraisal the "without
project' situation for the areas where greenhouses were to be replaced, was
assumed to be a return to open field cultivation and therefore per strema
benefits in the without case situation were estimated at very low levels. In
the Government's PCR, it has been assumed that without the project, the
existing greenhouses would have been replaced with construction of lower
quality greenhouse and therefore yields would be at about 70% of those
achieved under improved greenhouse. This assumption is considered to be more
realistic then the one adopted at appraisal. '

VI. Institutiohal Performance

36. Goverament. Considerable delays were experienced in obtaining the
ratification of the Loan Agreement by the Greek Parliament, a requirement for
the project to become effective (para 10). Delays in reaching agreement
between the Ministries of Agriculture, Commerce and Transport on the strategy
for developing the export market system prevented implementation of the
marketing component (para 23) and caused shortfalls in the implementation of
packhouses (para 14) and tractor-trailer (para 16) components. To improve the
financial viability of ABG, the Government in 1978 raised the agricultural
onlending rates by 0.5% and decreed increases in ABG's capital of about 400%
(para 7). During project implementation, with a view to compensating the
banking system in part for increasing internal inflationm rates, the Government
decreed several increases in interest rates for the economy as a whole.
Currently, agricultural interest rates vary from 14% to 17%, however they are
still below the current annual rate of inflation l/.

37. Since the project started, the Ministry of Agriculture has been very
eager and active in implementing the research and extension components.

Delays oceurred, however, in the preparation of tender documents for procuring
research equipment and in approving procurement decisions thereafter. As a
consequence, such equipment could not be procured under the project (para 30).

8. Agricultural Bank of Greece. On the whole, ABG has been very
effective implementing the project. Early in the project period, ABG
developed and introduced new formats and procedures for the appraisal of
medium and long term loans (para 9), and, in spite of delays in project
effectiveness, it was very active in implementing the project. Loans for
construction of greenhouses were close to appraisal targets since the project
started (para 11). Some delays in implementing the other two credit
components were partly due to internal bureaucratic procedures within ABG in
preparing and approving tender documents, but mostly due to the general
failure in reaching an agreement on the strategy for developing marketing
organizations, which was outside ABG's control.

39. As agreed during negotiations, ABG's long term debt equity ratio, as
defined in the Supplemental Letter No. 3 to the Loan Agreement, 2/ was

1/ Rates of inflation have been at 20% during 1983 and at 18% during 1984.
2/ Short-term debt is excluded from total liabilities.
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kept at about 8:1 during all the .project years prior to 1983. However, the
long-term debt equity ratio has substantially increased from about 4.5:1 in
1978 to about 9:1 during 1983, while the overall debt equity ratio 1/
increased from 7.5:1 in 1978 to 21:1 in 1983, a nearly 200%Z increase due
mainly to the rapid growth in short-term debt. During the same period,
however, the return on Average Equity increased from about 1% in 1978 to about
8% in 1983 while ABG's net spread increased by 1 point, from 0.4% in 1978 to
1.4% in 1983,

4Q. Performance of the Consultants. The foreign consultants, appointed
to assist the Ministry of Agricultural in designing the extension training
system, introduced a number of recommendations which were readily implemented
to improve the production of fruits and vegetables (para 26). The consultants
employed to assist the Ministry of Agriculture in reviewing the research
programs have been most useful in providing reorientation of research
emphasis, developing a quite successful fruit and vegetable adaptive research
plan, and providing training to local counterparts (para 29). The consultant
engaged to assist ABG in preparing the detailed features of the regional
marketing companies prepared a proposal which was well received by the
Government (para 24). It lacked, however, the statutory details for the
establishment of the companies, and it was not considered appropriate by the
Bank since it excluded the already well-developed private exporters and
required compulsory marketing of produce through the regional marketing
organizations.

41, Performance of the Bank. During project preparation, the Bank
assisted the Government in preparing the terms of reference for the
feasibility study and agreed to finance the cost of such study from the
proceeds of Loan 1165-GR (para 5). During project preparation and appraisal,
the Bank recommended increases in agricultural onlending rates and of ABG's
capital to improve ABG's financial viability (para 7) and assisted the
Government in the preparation of the technical framework for the study of
interest rates and agricultural subsidies (para 31). It, however,
underestimated the time and resources required for reaching agreement with the
Government in the operational features for the establishment of the marketing
organizations. Moreover, lack of field supervision for this project for over
a year from Qctober 1980 to February 1982 has probably exacerbated the lack of
understanding between the Governmment and the Bank with regard to the
establishment of the marketing organizationms.

1/ Total debt over total equity.
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Conclusions and Lessons Learned

42, In general and in spite of moderate implementatiovm delays and
shortfalls in implementing three of the gix project components, the project is
considered to have achieved most of its major objectives. During the project
period--1978-1984--the production of cucumbers, the main product grown under
greenhouses in the project area, increased by eight times while the quantities
exported increased by about five times. On the other hand, the n¢  :nefit
per strema, before interest and depreciation, increased by about five times.
The fact that the improvements to the marketing system were not fully
implemented does not appear to have successfully prevented the overall
performance of the project as the already existing marketing channels were
used to promote project induced production in internal and extermal markets.
Shortfalls in the implementation of the marketing components might, however,
have prevented Greece from taking great advantage of the export markets. The
improvements to the extension and research programs have already significantly
contributed to the development of applied research, to the dissemination of
modern and intensive cultivation techniques to farmers, and to increase the
productivity of greenhouse cultivation, not only in the project area but also
outgide it.

43. Close and intemsive collaboration between the Government, the .
consultants and the Bank from the initial stages of the project cycle resulted
in a smooth compietion of project appraisal and Loan negotiations with
significant improvements to the institutional and operational aspects of ABG's
work. It also facilitated the successful implementation of three of the six
project components without major delays.

44, Lack of clear and detailed organizational agreement for the
implementation of regional marketing companies during project appraisal,
coupled with substantial delays in project effectiveness (which prevented
hiring of the marketing consultant) and followed by an absence of Bank field
supervision misgions for about 16 months during a critical stage of project
implementation, were the main reasons for the inability to reach agreement on
the gstrategy to be followed to successfully implement the marketing component.

45. Although ABG's long-term debt equity ratio has deteriorated during
the project period, from 4.5:1 in 1978 to 9:1 in 1983, its return to average
equity increased from about 1% to about 8% and its net spread (before
provision for bad debts) from 0.4% to 1.4% during the same period.

Document 1768C



YEGETABLE PRODUCTION AND MARKETING
{LOAN 1588-GR)
PROJECT FINANCING
PROPOSED AT APPRAISAL ACTUAL .
ABG & % of Total ABG & % of Total
18R0 Government Beageficiaries To IBRD ___ Goverpmept Bengficiaries Yotal Cost,
Greenticuses 23.4 28.0 12.9 64.3 77 23.50 32.90 13,19 70.50 96
Research and
Extension 2.6 - - 4.3 5 0.80 n/s - 6.80 1
Marketing 0.3 1.2 1.4 2.9 3 0.05 n/s - 0.05 n/s
packhouses and
Cold Storages 1.7 2.1 0.9 4.7 [ 0.50 0.40 - ¢.96 ]
Tractor-Trailers 2,1 2.6 3.1 7.8 9 0.05 0.60 0.40 1.08 ]
Total 30.0 35.7 18.3 84.0 100 24.90 33.90 14,51 73.30 100
% 36 42 22 100 34 46 268 100
1768C

1 X1pusady
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GREECE

VEGETABLE PRODUCTION AND MARKETING PROJECT

(LOAN 1588-GR)

Estimated and Actual Lean Disbursements

CUMULATIVE DISBURSEMENT ACTUAL

END OF QUARTER As % of
(Us$ Million) Estimate
SAR Estimated Actual

FY79

March 31, 1979 2.4 - 0

June 30, 1979 5.0 - 0
FY80

Sept. 30, 1979 6.7 - 0

Dec. 31, 1979 8.5 - g

March 31, 1980 10.0 - o

June 30, 1980 i1.5 4.6 40
F¥Y81i

Sept. 30, 1980 13.2 5.1 39

Dec. 31, 1980 14.9 6.7 45

March 31, 1981 16.5 8.3 50

June 30, 1981 18.2 9.3 st
FY32

Sept. 30, 1981 19.8 10.0 30

Dec. 31, 1981 21.5 10.0 47

March 31, 1982 23.1 12.2 53

June 30, 1982 24.7 12.4 50
FY83

Sept. 30, 1982 26.0 13.2 51

Dec. 31, 1882 27.0 14.6 84

March 31, 1983 28,0 15.2 84

June 31, 1983 30.0 15.6 52
FYB4

Sept. 30, 1983 30.0 16.1 54

Dec. 31, 1983 30.0 16.9 56

March 31, 1983 - 30.0 18.3 61

June 30, 1984 30.0 20.1 67
FY85

Sept. 30, 1984 30.0 20.6 69

Dec. 31, 1984 , 30.0 23.2 7

March 31,1985 30.0 2.9 83
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GREECE

VEGETABLE PRODUCTION AND MARKETING PROJECT Appendix 3
(LOAN 1588-GR)

PROJECT COMPLETION REPORT

FINANCIAL RATIOS: AGRICULTURAL BANK OF GREECE
(Million Drachmas)

1983 1982 197 197
Debt Equity Ratio
Total Liabilities 483,589.7 385,153.9 167,537.0 139,473.0
Total Equity 22,856.0 20,974.7 19,693.0 19,502.0
= 21.2 18.4 8.5 7.5
Long~term Debt Equity Ratio
Long~term Liability 203,562.9 171,282.6 104,873.0 92,642.0
Total Equity 22,866.0 20,974.7 19,693.0 19,502.0
Return on Average Equity
Net Income/ 1,881.5 191.90
Average Equity 21,915.5 19,597.5
= 8.6 1.0
Gross Revenues on Earning Assets
’ Revenues for Int. & Comm.
Earned/ 56,99.5 15,575.0
Average Earning Assets 449,600.0 170,284.5
= 12.7 9.2
Gross Expenditures on Earning
Assets
Interest & Commissions
Paid/ 39,279.0 9,993.0
Average Earning Assets 449,600.0 170,284.5
= 8.7 5.9

Gross Spread on Averag.
Earn. Assets

Gross Earnings 12.7 9.2
Minos: Gross Expenditures 8.7 5.9
= 4.0 3.3
Administrative Cost on
Earning Assets
Administrative Expenses/ 11,675.5 4,846.0
Average Earning Assets 449,660.0 170,284.5
' = 2.6 2.9
Net Spread on Average
Earning Assets
Gross Spread on Earning Assets 4.0 3.3
Minos: Administrative Cost
on Earn. Asgets 2.6 2.9
= 1.4 0.4
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T. INTRODUCTION

The agricultural sector in Greece remains & basic branch of the econamy
sharing about 17% of GDP in 1983 fram about 23% in 1965. It accounts for 31%
of total exports and employs 27% of the active population.

Fruits and vegetables account £8r about 41% of agricultural exports
yielding nearly 0S $ 467 million of foreign exchange in 1983. Most of the
fruits and nearly all of the vegetable exports are marketed in the EEC,

Annual gross fixed investment increased fram US $ 204 million in 1970 to
US $ 565 million in 1983 which acoounted -for about 8% of total gross fixed
investment in the econamy during the same year.

The main characteristics of Greek agriculture are its small and fragmented
land holdings, the small percentage of irrigated land, (only 25% of the culti-
vable land), the inefficient organization of the marketing system and the
inadequate research and extension services. As a result the average famm
incare is low compared to the national average incame and many farmers try to
increase their earnings with part time employment or by intensive cultivation
(such as through investments in green houses) of high value crops (such as
out of season vegetables).

In order to face these problems the Goverrment emphasizes in the National
Development Plan and Investment Program for the agricultural sector the expan-
sion of irrigated area, the consolidation of fragmented land holdings, the

o inprovement of marketing organization and facilities and the expansion of
intensive cultivations. Therefore the specific project for vegetable produdtion
and marketing held a high priority for implementation. The project included
the construction of greenhouses, the improverent of existing research

and extension services, the organization of marketing car-
panies, the construction of packhouses and cold storages for vegetables and
supply refrigerated tractor trailers for transport of project camodities.

The total cost of the project was estimated US § 84 million (Dr. 307%,7
million) and the sources of finance were the World Bank (US $ 30 million), the
Agricultural Bank of Greece (US § 33,9 million),the beneficiaries (US §

18,3 million) and the Govermment (US § 1,8 million).

The implamenting agency for the major part of the project and credit
channel for most of the investments is the Agricultural Bank of Greece. The

o/ .
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Ministry of Agriculture also has undertaken the implementation of the part
of the project which deals with research and extension services.

The Agricultural Bank of Grgece was established in 1929 as an independent
banking institution and belongs to the category of Public Banks. The main
activities of ABG are: the provision of credit to - farmers through short
term and long term loans, the financing and support of farmers' coopera-
tive organizations and the setting up and operation of modern units for the
packaging, standardisation and processing of all kinds of farm products.
Furthermore the Bar{kmmdartakes on behalf of the state all of the fipancial
dealings connected the implementation of the Common Agricultural Policy. The
Bank also makes special efforts for a more rational organization of production
and for improving the efficiency of Agricultural production units. In addition
it accepts time and saving deposits and owns the majority of the stock of an
Agricultural Insurance Company.

The ABG employs about 6.700 employees and nearly half of its personnel
are well experienced university graduates. Its central office is
located in Athens but the net work of 187 branches and 159 offices for collec-
tion of deposits is wide spread all over the country.

The ABG is directed by the Governor and his Deputy,but supreme admini-
strative authority is vested on the Board of Directors consisting of 13
members.
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II. PRQJM IDENTIFICATION, PREPARATION AND APPRATSAL

The Ministry of Agriculture identified the need for a development
project for the production and®marketing of horticultural products, mainly
because of the importance of the above subsector for the agricultural
sector of the Greek econamy and the prospect of the entry of the country
into the Burcpean Econamic Community and the consequent need for the adjust-
ment of horticultural production and marketing to the standards of the
EEC.

Under these circumstances the Ministry of Agriculture and the Agricul-
tural Bank of Greece entrusted the study of the productian andnmarketing ‘
of the horticultural products and the preparaticen of a develcpment project
to the Stevenson and Kellogg cansultant campany. In this study the main
problems of the sector, such as the small and fragmented land holdings, the
low labour productivity, the limited income of the producers, the ineffi-
ciencies of the marketing channel and the poor research and extension servi-
ces were concretely identified. One of the basic findings of the study on
which the development project was based was the good prospects for the
increase of the production of the cut-of-season vegetables in the areas of
Crete and Peloponnesus due to the favourable weather conditions which prevail
in these areas. During the preparation of the study and the development
project, the Ministry of Agriculture and the Agricultural Bank of Greece.
provided the proper assistance to the consulting team of Stevenson and
Kellogg in order to carry aut its task effectively.

The preparation of the project by the consultant's company followed
smoothly the original identification of it by the Ministry of Agriculture
and there were no major delays between these successive procedures. Further-
more, we could say that the scope of the project was clear from the beginning
and there was no need for any revision during the preparation procedure.

The project included adequate information about the production
conditions, the situation in the marketing channels and inresearch and
extension services in the specific areas of Crete and Pelopomnesus and for
the subsector of ocut of season vegetables.

During the preparation af the project the executing acencies were
fully informed for any conditions and reguirements concerning it. The projec:c

included provisions and was an ogportinitv  for the improverent of the
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project aﬁpraisai procedures used by the Agriculmfal Sank of Greece, contribut-
ing in this way to the trainina of its personel.

The appraisal of the project was carried out in Octcober/November 1977
by a team consist of World Bank officials and other consultants. The computed
financial and economic rates of return showed that the implementation of the
project would benefit the various participating entities. In general the -
idendification, preparaticn and appraisal procedures were properly completed
without any special problem and the collaboration among the participating
entities, was smooth and effective.

The project was in the Government's priority list of development programs.
in the agricultural sector because of the importance of out of season vegetables
subsector in the agricultural economy. The contribution of the project to the
regional development of Crete and Peloponnesus is quite significant since,
according to ABG data for the year 1982, the production under greenhouses
represants 10% of the total crop production in Crete and 5% of the total
crop production in Peloponnesus. Especially in the regions of Heraclion (Crete)
the production under ¢reenhouses represents 14% of the total crop production of
the region and in Chania 5% of the total crop production. As far as Peloponnesus
is concerned the same percentage for Calamata, Pirgos and Sparti is 7%, 4% and
3% respectively.

The importance of the project for the area is even greater because of the
introduction of new methods of cultivation which would increase productivity
in the areas of the project and conseguently farmers income.

The project would consist of the following complementary camponents:
-construction of greenhouses on about 9.000 stremma to permit the production of
out of season vegetables,-provision of equipment,~training and consultant
services and facilities to improve existing research and extension services,
-consultant services and facilities to help organize marketing companies mainly
to promote exports,~construction and improvement of packhouses and cold storages
for vegetables, and-supply of refrigerated tractor trailers for transport of
project commodities.

Greenhouses

The greenhouses component would invelve replacement of small, old and
inefficient plastic houses with uproved standars aresnhouses on about 7, 00C
strerma and the erection of new greenhouses on about 2,000 stremma
which were under open cultivation. About 75% Of the total arez would be



-5

located in Crete and the ramaining 25% in Peloponnesus. The greenhcauses
would be designed to meet the specific weather and production conditions
of Crete and Peloponnesus.

Research and Extension

Equipment and supplies would be provided to selected research centers
and institutes and to extension services operatmg in the project areas.
“The research eguipment wou3'dpex:m:u: in-depth investigations in identified
areas such as vegetable varieties, heat ventz_latlon. greenhGuse struc-
tures and coverings. The extension service would be providéd with basic
materials and supplies to conduct an effective program. Most of the research
equiprent would be for centers and institutes in Crete and Peloponnesus, but
others, vhich are located autside these regions but their research programs
benefit project needs would also be eligible recipients,

Approximately 50 man years of training abroad would be prov:.ded for 8
research and 30-40 extension personnel.

Two research and two extension consultants, cne each for Crete and Pelo-
ponnesus,would be provided. Each consultant would have at least one counter-
part in additiont%ther local research and extension perscxme%ld be employec
to assist in conducting programs to be developed by the consultants. Each of
the research and extension consultants would serve for about four and
three years respectively but the duration of their services is subject to
review depending on project needs.

Marketing Organization

Abaut four marketing companies would be established in Crete and Pelo-
pornesus. These companies would be involved in the marketing of primarily
horticultural products in both domestic and export markets. The project wouléd
provide office buildings and equipment and about 4 man-years of foreign
consultant services to help in establishing and organizing the companies andg
in operating them initially. It would alsc provide funds to cover salaries of

.
e
.
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local counterpart and éxpport staff and recurrent expenditures during the -
initial three years of operation.

Padchmsés and Cold Storages o

Six new packhouses with appropriate cooling facilities would be con-
structed and at least as many existing packhouses would be improved. They
waald be suitable for maltiproduct use and each of theém would have a capa-
city of 40 tons per day except one which wauld have a capacity of only 25
tons. Typical improvements of existing packhouses would involve replacement
of packing lines and addition of cold stores.

Refrigerated tractor-trailers

The project would provide 50 refrigerated tractor-trailers each with a
standard capacity of 20 tons and adapted to carry standard Ruropallets.

Cost Estimates

The total cost of the project including physical contingencies and expec~-
ted price increases is estimated at Dr. 3.076,7 million (US $ 84 million) "
with a foreign exchange camponent (direct and indirect) of US $ 40 million
or 48% of total cost. The cost estimate is based on June 1978 prices and
includes taxes and duties camputed at Dr. 430 million (US $ 11.7 millian).
Physical contingencies hawve been computed at 10% on all items except for
equipment and consultant services where no such contingencies were provided.
Price cuntingencies on all civil works have been computed at anmual campound
rates of 9% during 1978-79 and 8% thereafter, contingencies on equipment
have been estimated at anmual campound rates of 7.5% during 1978-1979 and 7%
thereafter. These are based on the World Bank's "Guidelines on expected Price
Increases. Jan. 31 1977%.

Financing

The proposed Bank loan of US $ 30 million woulé finance about36% of the
total cost of the project (75% of the foréign exchange component) or‘abmt
42% of total cost net of taxes and duties. Of the remaining project cost of US
$ 54 millions, ABG would finance US $ 33.9 million (40%), beneficiaries US §
18.3 million (22%} and Government US $ 1.8 million (2%).
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The Agricultural Bank of Greece and the Ministry of Agriculture believe
that the implementation of the project would lead to increase of the incame of
thebeneficiaries and this fact cauld provide a basis for the future expansion
[ Y
of the project.
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III. IMPLEMENTATION ..

The project was expected to be implemented during the 1978-82 period
and procurement to start towards the end of 1978 and continue until mid
1982. ‘

The loan agreeament of the project was signed on July 10, 1978. After
this date according to the provisions of the loan agreement investments
were eligible for finance from the loan.

However the disbursements had a late start because the declaration of
the effectiveness of the loan was done on May 12, 1980 after the ratification
of the loan aggreement by the Greek Parliament, which tock place on January 26,
1980. ’

As a consequence, the disbursements which started after this date, yielded
smaller amounts in U.S. Dollars because the exchange rate between the US
Dollar and the Drachima had changed in the meantime.

The revisions made after the construction of the 'project had started
involved the following:

-~ Consideration of private truck owners as beneficiaries of tractor
trailer credit,provided that their main activities included the export of
fresh horticultural produce.

- In the case of EuroKreta, a broad based company of Crete,an exemption
was made to the number of tructor trailers to be approved for financing
under the project. So 19 tructor trailers were approved for this company but
unfortunately it's still awaiting the operating licence from the Ministrv
of Transportaticon.

- Reallocation of loan amounts and amendment of the total area of green~
houses were pennittedsothat existing greenhouses to be replaced on about
7.400 str, instead of 7.000 str. reallocating the loan amount from 18.200.000
US Dollars to 14.700.000 US dollars and the additional greenhouses to be
placed on 3.600 str. instead of 2.000 str. of open cultivated land reallcca-
ting the locan amount from 5.200.000 US dollars to 8.700.000 US dollars.

Thus the total area of greenhouses under the proiect was increased fram
9.000 str. to 11.000 str.

~ For the marketing organization comwonent of the project, revisions
were made twice for the dates of hiring marketing consultants and for sub-
nitting the organizational and implererntaticn rlans for the marketing
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companies the establishment of which was dissapointing. (Only two marketing
campanies were established which haven't operated yet). ‘

- The procedure for the realization of civil works for the construction
of new packhouses was revised. According to this revision the procurement
by international bidding was abandoned and the civil works of the new pack-
houses could be undertaken by local cantructors through public bidding.

=~ The study on Agricultural interest rates and subsidies was completed
and its findings were very useful.

-~ The closing date of the project was agreed to be the 30th of June 1984
instead of the 30th of June 1982.

Reporting

ABG the executing agency issued periodic progress reports which were
useful to other supervisory agencies as the Ministries of Agnculture and
National Economy and also to the World Bank.

ZErocurement

] The problems which occured concern the procurement for the construction
of the packinghouses and cold stores by Internatiocnal Competitive Bidding.
These were due to the fact that the normal procedure for constructing buildings
to be used by cooperative organizations is through public bids where bidders
almost always are local constructors and the cooperatives didn't agree to
change this procedure.

After the revision of this point the usual way for the civil work was
followed and only the equipment were procured through International Bidding.
The obvious benafits were not only the achievement of better prices for the
construction of packhouses but also a contribution to the econamy of the area
because locally produced materials and labor force were used.

It must be noted that some delay to this part of the project is due
also to cooperatives elections which postponed decision making.
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Implementation Schedule 7 -

Part Al. Construction of greenhocuses

The actual constructions were above ¢he oricinal estimations as far as the new
greenhcuses are concerned. The actual replacements have covered 100,7% of the
original estimations and 95,3% of the last ones (after amendment). The analyti-
cal data concerning the constructions is shown below.

Table 1. Construction of greenhouses (stt.)

Estimated Actual
Replace- ) Replace=~

New ment Total New ment Total
1978 300 1.100 1.400 820 2.288 3.108
1979 700 2,600 3,300
1980 1.200 4.100 5.300 1.226 3.406 4,632
1981 1.600 5.700 7.300 1.970,4 4.506 6.476,4
1982 2.000™ »  7.000 9.000 2.313,8 4.963,5 7.277,3
1983 - - - 3.105,4 6.059,7 9.165,1
1984 3.600 7.400 11.000 3.699,8 7.050,3 10,750,1

The new greenhouses, which were canstructed by the end of 1982, are above
the original estimations, since 2.314 str. had been constructed instead of 2.000
str, that were estimated originally. Also by the end of Noverber 1984, 3.700
str. had been constructed instead of 3.600 str. that were estimated after the
amendment of the area was made.

As far as the replacement of the existing greenhouses is concermed the area
actually used until the end of Novenber 1984 is 7.050 str. instead of 7.400 str. -
which were the revised estimates.

. The loans sioned during the years 1978-1984 are shown in tables 2a, 2b and
amounted 4.215 million Drs while the cost of the canstruction was 5.269 million
‘Drs. The total area of greenhouses which corresponds to the above figures of
signad loans is 11.335 stremmas.

The implementation of the greenhouses camponent of the project could be
considered very good compared to that of the other components of it. The total
area constructed is 10.750 str. which is 119,4% of that originally estimated
and 97,8% of the last projection. Also the greenhouses established were better
constructions than those existed before because new technical specifications were
introduced. This permitted new cultivation techniques to be developed which
improved the qualitv and increased the vields of the products. '

.
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On the other hand, the implementation of the cther parts of the project °
influenced to some extent the exvorts of the products of greenhouses and
©
cansequently their prices,affecting mostly the replacement. of the exi-

sting greenhouses. *
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Part A2, Packhouses and Cold Storages ) .

The original implementation schedule of this part of the project included
the construction of six new packkouses with appropriate cooling facilities
and the improvement of  many existing packhouses. The packhouses would have
been suitable for multiproduct use and each of them would have a capacity
of 40 tons per day except one which would have a capacity of anly 25 tons.
The improvement of existmg'?guses would involve replacement of packing lines
and addition of cold stores.

The actual implementation involves the improvement of five existing
packhouses in Mires, Paleochora Selinon, Timbaki, Filiatra and Vori-Faneromeni
and the construction of two new ones in Finikous and Skala (Table 3).

The improvements which were made in the existing packhouses concerned
the replacement or addition of packing lines and in the new tnes the construc-
tion of buildings and the procurement of the necessary machinery.

All the above packhouses have been completed except that of Lakoeniki in
Skala, which is still in progress.
The capacity of each of the above packhouses exceeds 20 tons per day

for the cucumbers and some of them are for multiproduct use (Details are
shown in table 3).

The total amount of loans signed for this part of the project is 126,2
million Drs. which also represents their total cost.

P A3. Tractor trailers

In this part of the project provision was made of about fifty refrige—
rated tractor-trailers each with a standard capacity of about 20 toms.

Beneficiaries of subloans under this part of the project had to be
experienced trucking companies the main activities of which inclu %eg export
of fresh horticultural produce. The total number of tractor trailers to be
financed for a single beneficiary ocouldn't exceed five.

However exemption was made for Eurokreta,a broad based campany of Crete,
and a loan was approved for the procurement of 19 tractor trailers but unforru-
nately this camany didn't get the licence to operate as a trucking campary.
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as beneficiaries for credit because the trucking campanies, despite the efforts

made, didn't show interestto be financed. After this revisicn, the loans which

were signed by private owners amounted to 77.705 thousand drs and concerned

the purchase of 7 refrigerated tractor trailers, ¢ tractors and 12! refrigera-

ted trailers the total cost of which was 129.174 thousand drs.

The factors which affected the implementation of this part of the project, were

the high contribution of the beneficiaries and the high prices of the new refri-

gerated tractor trailers.

Part B. Marketing Organization

The original implementation schedule of this part of the project concerned
the establishment of four campanies in Crete and Peloponnesus for the marketing
primarily of horticultural products to damestic and export markets, including
inter alia about four man-years of foreign consultants' services for this pur-
po meappomtnezrtofthecmsultantsshauldhavetakenplaoemtlater
than Decanber 31, 1978 and the suhniss:.on of implementation plans for the marke-
ting campanies not later than June 30,1979.

Actually the first regional marketing campany under the project was EPSIFAM
in Messinia Pelopomnesus which was already in existence but has broadened its
scope in 1980 so as to include the marketing of agricultural products in its
activities. The new brand of the campany was AGREM and its shareholders were
Agrex 51% and the Central Union of Cooperatives Unions of Messinia 49%.

The second regional marketing campany under the project was LAKONIKI S.A.-
which was established in 1981 and is located in Scala-Lakonia-Peloponnesus.

The shareholders of the company are the Union of Agricultural Cooperatives
of Lakonia 55%, the Agricultural Cooperative of Glycovrissi 3%, the Agricultural
Cooperative of Apidea 0,5% and the Agricultural Bank of Greece 41,5%.

For LAKONIKI S.A. a loan of 33 million Drs has been also approved for
the construction of a packing house and the procurement of the necessary machinery.

No other marketing campany was established and those established didn't
operate because there was a change in the policy concerning the marketing of
the fam products.This policy is based on the establishment of Asserbly Markets
in the production centers.

As far as the employment of marketing consultants is concerned only one
Mr. Hatjisotiriou - was hired through the Cypriot Consulting Firm N.V.
Marketing Ltd (Mr. Vasiiiou) and started his duties on the first of November
1981.
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Mr. Hatjisotiricu was expected to activate the regional marketing cazpa-‘
nies of the Peloponnesus area (AGREM, LAKCONIKI).

The Consulting Fimm's proposgls were submitted during the first quarter
of 1982 but the World Bank didn't consider them reasonable.

Part C. Research and Extension Programs
a. Research

- Two Research Consultants, one for Crete and the other for Peloponnesus
were provided. Dr. H. Passam plant physiologist has been working in the
Vegetable Institute of Kalamata since March 1981 and Professors R. Carolus
and A. Bry worked on a part time basic in the region of Crete during 1980
and 1981. en .

The above consultants helped the local research centres to plan and
carry out various projects concerning:

- the testing of new vegetable varieties with special reference to fruit
quality and productivity under unheated conditions.

- new cultivation techniques including the use of vibration for fruit-
setting of tomatoes, new methods of crop spacing, support and pruning, the
use of grafting for disease control of certain crops, the use of milching
and of altermative planting substrates and propagation camposts.

- improvement of methods of irrigation and fertilization with the
assistance of leaf and substrate analyses,

- improvement of disease and pest control methods including the use of
biological control techniques and solar sterilization of the soil.

- determination of actual production costs and potential market returns
for the principal greenhouse vegetable crops and investication of wavs to
reduce costs.

- the solutien of some special local problems caused bv water and
s0il salinity, or the excessive use of fertilizers and other agrochemicals.

The main results of these projects were presented at special meetings
to the research, extension and other relevant personnel at Heraclion, during
April 1980, April 1982, and May 1984. Nch meetinas will bhe repeated every
two vears. ,
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- The training of research perscnnel concerned 11 trainees, 8 of whdn s
were sent abrovad under the original programme and an additional 3 who departed
this year under a supplementary agreement with the Bank and are still con-
tinuing their studies. .

The majority of trainees have cormpleted their training and are now
reestablished in their research posts. Additionally 3 trainees, with the
agreement of the Bank, converted their studies to the level of Ph.D. Gegree
instead of the level of M.Sc. as originally provided in the lcan.

Totally the above training programme has comprised 20 man-years abroad
until now.

Four of the. trainees are for Pelopannesus and the remaininy 7 for

Crete. A list of these trainees, by subject country and University can be
provided if necessary.

The equipment and _suppiies provided for the research centres included:

- the construction of new greenhouses for experimental purposes, the
provision of heating systems, apparatus to monitor the greenhicuse environment,
apparatus for soil sterilization.

- two fourvheel transport vehicles

- some items of equipment for chemical residue testing, and for soil and
leaf analysis.

The remaining equipment for the laboratories is in the process of procure-~
ment but, owing to delays in purchasing procedure, will not be supplied before
the end of 1984.

b. Extension

Two extension consultants were provided, r_*!r. Eric Le Tissier and J.G.
Gillow, who worked for 25 man months in total <during 1380, W8) and 1982,

The above cansultants helved the extension services in the twe regioms
with:

- the orcanization of two training centres, one in Crete and the other in
Pelovomnesus, which included four areennouses. The centres, which are still in
or=ration are used for the demonstration of improved cultivation practices
0w extension officers and farmers.
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- the training of extension officers in all aspects of greenhouse cperation
and cultivation.

-~ the training of farwers to improve cultivation methods, crop production
: »
and gquality.
- organization of seminars on special topics of greenhouse opération for

both extension officers and farmers ~ the seminars being held both at the
demnstration centres and in the areas of production.

- the provision cf information leaflets for training purposes.

Following the departure of the extension consultants, the training of
farmers and other extension officers was undertaken by the previcusly trained -
agronomists with the collaboration of the research corsultant, Dr. Passam, who
has continued to work in Peloponnesus.

Of the 33 man-years overseas training for extension staff provided for
in the programme, appx:m(imtely 18 rman-vears have been taken up. Totally, 17
agronomists have been placed in foreiom institutions. Of these, 8 have returned
and now work in the areas of the programme. The remaining 9 will return during
1985. Additionally two familiarization visits were arranced for extension
officers to visit modern greenhouses, institutions and markets in various
European states. Each visit comorised 20 days and in total 27 agronomists
took part.

Failure to utilize all the training period provided for in the progranme
was due to language difficulties on the part of some agronamists and also to
difficulties in securing places at foreign universities.

Of the various items of equipment for the extension service provided
for in the programmes, the most essential have been purchased and are in use.
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Costs :

The total cost of the project including physical contingencies ‘and expected
price increases was estimated at Dm. 3.076,7 million (US $ 84 million) with a
foreign exchange component {direct and iidirect) of US $ 40 million or 48% of
total cost. The cost estimate was based on June 1978 prices and includes taxes
and duties camputed at Dr. 430 million (US $ 11.7 million).

The actual cost of the project amounted US $ '73.28million with a foreign
exchange component of US $ 4.73 million or 56% of the total cost (Table 7).

Camparison between actual and estimated cost for the various components
of the project shows the following:

- The actual cost for the construction of greenhouses is US $ 70.5 million
vwhich is 418 more than that estimated while the area of the greenhouses
constructed is 19.4% more than the original projection.

PEES

- The actual cost for the packhouses and cold stores is US § 0.90. million
vwhich is only 2% of that estimated but onlv two new packhouses were con-
structed instead of six and five existing were improved.

The high costs of greenhouses and packhouses are due to the high
inflation rates.

- The actual cost for the refrigerated tractor trailers is US § 1.01 million
which is only 15% of that estimated and this is due to the fact that only
7 refrigerated tractor trailers, 4 tractors and R refrigerated trailers
were murchased instead of 50 refrigerated tractor trailers that were esti-
mated.

~ The actual cost for marketing organization concerns onlv the cost of the
marketing consultant which is US $ 55.300. The cost is lower than the
estimated because only one marketing censultant was hired for sixteen
months instead of four man-vears consulting services.

- The actual cost for research and extension is US § 812.000 which is
274 of that estimated because the training of extensicn personnel concerneé
approximately 18 man-vears instead of the 33 man-vears overseas trainina,
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- Financial Sources

The financial sources of the project were the following:

US § Million
World Bark k * 30,0
Agricultural Bank of Greece 33,9
Beneficiaries 18,3
Goverrgrent 1,8
84,0

$
36
40
22
2

D aed

100

Detailed financing plan for the different project camponents would

have been as follows:

IBRD ABG Beneficiaries Government Total

(US $ millieon)

Greenhouses 23,4 28,0
Research-Extension 2,5 -
Marketing Organization 0,3 1
Packhouses-Cold stores 1,7 2,
Tractor txailers 2,1 2

Total 30,0 33,9

12,9

- 64,3
1,8 4,3
- 2,9
- 4,7

— .8
1,8 84,0

The foreign exchange camponent of the project was estimated US $ 40
million or 48% of the total cost. The percentange of the foreign accha_nge
for the varicus components of the project was estimated as follows:

Greenhouses

Research and extension
Marketing organization
Packhouses-Cold stores
Tractor trailers
Contingencies

42%
59%
31%
65%
73%
49%

The proposed Bank loan of US $ 30 million was expected to finance about

36% of the total cost of the project (75% of the foreign exchange camponent}

or about 42% of total cost net of taxes and duties.

The beneficiaries cf investrents in greenhouses and in packhouses and
colé storages were to contribute at least 20% each towards the costs



“1G

of these corponents while those eligible for investment in tractor trailers
expected
were to finance 40% of their cost.

Except for foreign expenditures on consultant services which were sup-
posed to be financed by the World Bank, costs of establishing the proposed
marketing companies would have been financed by equity contributions of
the grower/exporter groups (51%) and of ABG (49%).

The actual financing of the project was as follows:

US § Million %
World Bank 24,625 33,6
Agricultural Bank of Greece 33,985 46,4
Beneficiaries 14,305 19,8
Goverment 0,162 _ 0,2
Total 73,277 100,0

- » s

The actual financing for the different project components was as follows:

(Us $ Million)
IBLR BBG Beneficiaries Goverment Total
Greenhouses 23,376 33,020 14,100 - 70,496
Research-Extension 0,650 - - 0,162 0,812
Marketing-COrganization 0,052 0,007 - - 0,058
Packhouses~Cold Stores ¢,318 0,580 - - 0,898
Tractor trailers 0,229 0,378 _ 0,405 - 1,012
Total 24,625 33,98% 14,50¢ 0,162 73,277

The actual foreign exchange component of the rroject is US $ 40,72 million
or 56% of the total cost.

The percentage of the foreign exchange for the various components of
the project was as follows:

Greenhouses 56%
Research-Extension 81
Marketing Organization
Packhouses—-Cold Storace
Tractor trailers

W

W oo
(e BN
o0 o0

*
N
"o

(Details for the above figures are shown 1n tatles 6,7).
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IV. FINANCIAL PERFORMANCE
The financial rate of return for the greenhouses component of the project
was estimated higher than 31% which is considered satisfactory compared to the
figures which had been calculatedycn tvpical investrment rodels and which ranged
between 22% and 40% according to the product concerned.

The computations were based on year 1983 prices of inputs and ocutputs
and on the following assumptions:

- There is one year time lag between costs and benefits and the durability
of the greenhouses is ten years.

-~ For yields, prices, costs etc. actual data for the different croos in the
project areas were used until 1984. For the next years the 1984 fiqures were
used. '

~ Without project, the area of the new established greénhcmses would have been
<2t 2d for open-field cultivation while the existing greenhouses would have been
replaced with constructiéns of lower quality and’as a result with ‘
lower yields (Abcut 70% of the new ones with the project).
This assumption is considered more realistic and is different from that
made at the appraisal stage of the project where it was assumed that the
entire area would be used for open field cultivatiom. :

- Residual value is estimated 10% of the cost of investments.

~ Details about the figures obtained after the above calculations are
shown in table 8 .
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V. BECONOMIC REEVALUATION :

The economic rate of return for the greenhouses component of the project
is estimated higher than 29% which is considered satisfactory. The econamic
rate of return gstimated at the sppraisal stace was 35% but, concerned all
the companents of the project and so it .cannot be compared .
with the fiqure estimated here. ‘

The main assumptions u?geaddition to those for the estimation of the
financial rate of retumn, are the following:

- The shadow price of US Dollar -7 - is estimated 10% higher than
its official exchange rate. Thus whenever . a foreign exchange component
is involved there is a 10% increase of the relevant value.

- All the companents of the project which are imported are free of duties
and taxes. ‘

- Prices of inputs and especially those of fertilizers wre subsidized
prices.

-~ Labor is valued at the same rate.

- Detajls about the figures cbtained after the above calculations are
shown in table 9 .
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VI. OONCLUSIONS

The objectives of the project were to (a) increase foreign exchange
earmings (and savings) and promote economic growth by expanding production
of cut-of-season vegetables in twd high potential regions; (b) help raise
labor productivity on small farms by promoting intensive cultivatiam; (c)
strengthen existing research and extension institutions so as to promote
production of high value crops; (d) strengthen the Agricultural Bank of
Greece by enabling it to inprove its lending operations and recourse mobi-~
lization efforts. '

On the whole we consider that the project succeded its cbjectives.
The prodxction of cucumbers which was the main product in the areas of the
project increased by 8,4 times from 1978/1979 to 1983/84. In the same
period the quantity of exports of cucumbers produced in the areas of the
project increased by 4,9 times. On the other hand the net benefit per strem-
m . before interest and depreciation increased by 4,9 times. During
the implementation of the project, from 1977 to 1984, the Agricultural Bank
of Greece and its branches in the areas of the project received considered
and approved 7.554 applications for loans for the installation of new green-
houses and for the replacement of the existing ones. .o

We consider that although the part of the project concerning the market-
ing facilities was not fully implemented, this fact did not have an adverse effec
“he overall performance of the project because the already existing marketing
chanels were used efficiently for the pramotion of the products to the final
consumer.

The improvement of the infrastructure in research an;:l extensian faci-
lities in the areas of the project contributed significantly to the applica-
tion and use of modern intensive techniques by the farmers and to the increase
ofﬂgeroductivity of cultivation under greenhouses.



Table 2a. Subloans signed during the year for greenhouses

Amount Cost. Area Loan - Cost
No of Loans 000 Drs. 000 Drs. Stremms 000 Drs/str. 000 Drs/str.
n (2) (3) 4) (5) (6)
Replacement 278 51,759 64.699 473,8 109 136
1978 New 315 56 .888 71.110 570,2 100 125
Total 593 108.647 135,809 1.044,0 104 130
Replacement 1,055 288.562 360.702 1.814,9 159 199 ,'Q
1979 New 182 79.428 99,285 249,7 318 398 w
Total 1.237 367.990 459,987 2.064,6 178 223 '
Replacemnnt 828 299,527 374.409 1.165,1 257 321
1980 New 310 140.651 175.814 490,2 287 359
Total 1.138 440,178 550,223 1.035,3 266 332
Replacement 942 306.276 382.845 965,5 317 396
1981 New 428 177.339 221.674 631,5 281 351
Total 1.370 483,615 604.519 1.597,0 303 378
Roplacrment 664 304,729 380.911 871,1 350 437
19652 tow 325 200,966 251,207 548,3 366 458
Mtal 989 505.695 632,118 1.419,4 356 445
Replacement 700 486 .480 608.100 959,6 507 634
1983 Neaw 409 426.143 532.679 724 ,1 588 736
Total 1.109 912,623 1.140.779 1.683,7 542 677
o Replacenmont 781 777.440 971.000 1.262,0 616 770
1984 New 337 618.885 773.606 615,0 1.006 1.258
Total 1.118 1,396,325 1.745.406 1.877,0 744 930
Replacement. 5,248 2.514.773 3.143.466 7.506,0
Al New 2.306 1,700,300 2.125.375 3,829,0
otal 7.554 4,215,073 5,268,841 11.335,0
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Thhle 2b. Subloans signed at the end of the year for greenhouses

(Qummalative)
Amount Cost Area Loan Cost
Mo of Loans 000 Drs. 000 Drs. Stremmas 000 Drs/str. 000 Drs/str.
(1 (2) (3) (4) ) (6)
Replacemnt 278 51.759 64.699 473,8 109 136
New 315 56.888 7.110 570,2 100 125
Total 593 108.647 135.809 1.044,0 104 130
Replacemnt 1.333 340.321 425.401 2.288,7 149 186
Now 497 136.316 170.395 ~ 819,9 166 207
Total 1.830 476.637 595.796 3.108,6 153 192
el acemont 2,161 639.848 799.810 3.453,8 185 TN
Nev 807 276.967 346.209 1.310,1 211 264 R
Total 2.968 916.815 1.146.019 4.763,9 192 240
" heplacenrnt 3.103 946.124 1.182.655 4.419,3 214 268
Now 1.235 454.306 567.882 1.941,6 234 292
Total 4.338 1.400.430 1.750.537 6.360,9 220 275
I — 3.767 1.250.853 1.563.566 5.290,4 236 295
Now 1.560 655,272 819.090 2.489,9 263 329
Trtal 5.327 1.906.125 2.382.656 7.780,3 245 306
e . T 4.467 1.737.333 2.171.666 6.250,0 278 347
Heplacomn! 1,969 1.081.415 1.351.769 3.214,0 336 420
Tora) 6.436 2.818.748 3.523.435 9.464,0 298 172
Replacemont 5.248 2,514,773 3.143.466 7.506
New 2,306 1.700. 300 2.125.375 3.829
Total 7.554 4.215.073 5.268.841 11.335




Table 3. Subloans signed for Packing houses-Gold stores

i

Amount Cost Disbursement Capacity
000 Dxs 000 Drs Amount Year  tons/day/product
Inprovement of existing packhouses:
1. Union of Coops of Messara Crete ' 4,200 4.200 4.200 1981 Qucunbers 18 t,
2. Umon of Coops of Selinan Crete 13,000 13.000 13.000 :gg; Cuambers 20+, Tomatoes 28 t.
3. Coopurative of Tinbaki Crete 11.500 11.500 11.500, 1982 Cucumbers 48 t.
4, Cuoperative of Filiatra Pelopanessus 33.500 33,500 3500 1000 NN ucumbers 44 t, Tomatoes 8 t.
* _ 1
5. Cooperative of Vori~Faneromeni Crete 6,500 6.500 6.500 1983 Cucumbers 24 t. o
o
Total 68,700 68,700 68,700 '
Now packhouses;
1. Couperative of Finikous Peloponessus 24,500 24.500 24,500 1984 Cucurbers 20 t, Tomatces 25 t
<. lakoniki S.A. tkala Peloponessus 33.000 33.000 - Tamatoes 50 t, (Curzettes 30 t)
Total 57.500 '97.500 24,500

-t

Grand total ' 126.200 126.200 93.200




Table 4. Subloans signed during the year for tractor trailers

-

Amcunt of Loan Cost
000 Drs 000 Drs Items
m {2)
1982 | G. Nikoloudis Thessaloniki 4.318 7.230 1 refrigerated tractor tra:ler
N. Savopmalas Chrisoupolis 5.136 8.560 1 " " "
V. Roumeliotis Sparti 4.500 1.500 1 " " " _—
Total 13.974 23.290
1983 V. Raumeliotis Sparti 6.000 10.000 1 refrigerated tractor trailer
' A, Keccalas Thessaloniki 4.270 7.117 1 " " "
K. Berikos Filiatra 5.886 9.810 1 " " "
_D. Koccalas ‘Thessaloniki 2.470 4.117 1 refriqgerated trailer ;_,
Total 18.626 31.044 T
1984 1. Pistopoulos Attiki 3.540 5.900 1 tractor o )
C.P, Marmanidis Cria Vrissi 1,995 3.325 1 refrigerated trailer
(i. Boutsikos Attiki 2.520 4.200 1 " "
S5.M. Savaki Attiki 7.200 12.000 3 " "
b, Toannidis Giannitsa 1.955 3.258 1 " "
S.Mavridis-A.Katirtsoglsu Giannitsa 1.400 2.333 1 " “
Papadas C, Nikolaras Attiki 1.740 2,900 1 " #
C.Parcharidis Thessaloniki 1.854 3.090 1 " "
1. Mperiadis Giannitsa 6,621 11.035 1 refrigerated tractor trailer
N. Savopmilos hrisoupolis 1.200 5.333 1 tractor ’
C. Mammanidis Cria Vrissi 3.300 5.500 1 tractor
P. Vergos Katerini © 2,290 3.816 " 1 refrigerated trailer
G. Zarolikos Attiki 2.790 4,650 1 » "
V. Chambidis "~ Giahnitsa 4.500 7.500 1 tractor
Total 44,905 74.840
‘ Grand Total 77.705 129.174 . T

R AP -




Table 5 Actual Cost per Year for Research and Extension

Million Drs
Equipment
Training and Consultant Services Total

Year Materials ‘

Foreign | Total Foreigm | Total Foreign | Total Foreign | Total
1978 - - - - - - _ - -
1979 0,9 1’0 0'6 0'8 :- - 1'5 1’8
1980 0,6 0,7 0,7 1,2 1,7 2,8 3,0 4,7
1981 4,1 4,5 7,6 10,7 3,4 5,3 15,1 20,5
1982 13,4 15,3 0,5 0,8 1,7 2,6 16,6 18,7
1983 12,2 12,6 4,7 10,7 0,8 1,3 12,7 24,6
1984 16,2 17,3 3,9 5,5 0,7 1,1 20,8 23,9
Total 18,4 | 51,4 18,0 | 29,7 8,3 13,1 74,7 | 94,2
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Table 6 Estimated Schedule of Expenditures Million Dus.
1978 1979 1980 1981 L 1982 1983 1984 ol
Foreign Total [Fareign Total (Foreign Total #‘o:eiqn Total Foreign Tutal {Foreign Tutal {Forceian Mutal flroscian Hoatal

Greamnhouses 114,8 273,2) 152,6 363,1] 175,8 415,6 ] 182,6 430,6 | 153,5 1362,3 779,35 1443,
huewaarch and
e o 6,2 8,0| 44,4 68,2{ 14,0 254} 1,8 22,7( 7,7 17,6 g4,0 4,y
Macketing organi- 2,8  3,7| 19,2 450| 4,2 23,7] 2,0 200| - - 28,7 92,4
Wsultant services) | (2,80 (3,7 (5,5 (7,4 (28 @GN () ()| 2 ) (1L,0 Q4,8
Fackhuwuses
Cold storage 26,1 37,4) 44,4 65,7| 23,1 37,5} 5,5 10,5 - - yu,1 151,
Practor trailers 26,2 35,9| 36,0 49,3] 43,6 59,6| 43,3 59,2] 32,5 44,4 Ww,0 e, 4
Contingencies 13,3 29,0f 38,2 78,4| 65,9 133,3| 88,3 176,6 | 90,6 180,8 2Yu,3  Hua,d

Total e 4§ 189,4 387,2| 334,8 669,7 | 327,1 695,1 | 333,5 719,6 | 284,3 605,1 1464,1 5.076,"

Actual Expenditures Million Drs.

Greenhouses 65,5 135,8] 254,8 460,0 |{316,9 550,2 | 339,71 604,5 |345,1 632,1 |622,9 1140,8 | 960,0 1745,4]2904, 3 2td,H
l:search and ' .
L‘;‘m;m - - w5 n8 3,0 47| 151 20,5] 16,6 187 17,7 24,6 20,8 23,9| M,/ 94,2
Marketing Organi- - -l - - 2 - - - - - - - - L - -
cat 1n *
{ensultant services) - - - - - - - - 3,9 4,3 - - - - 4,9 4,3
suchhiouses !
(old starage iy 4,2 18,5 2,5 16,2 1.5 M5 26,4 47,00 3,0  u3,2
Practor_trailers r 19,5 23,3 ] 25,6 31,01 59,0 M40, 1,2

Total 65,5 135.8‘k256.3 461,8 |319,9 554,9 | 358,4 643,5 |387,6 694,6 |667,7 1207,9 J966,3 191, 11s121,7 w7

.
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