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gave a good indication of the actual values that would result. Conversely. water 

consumption. disease incidence. product wastage and emplo)ment levels had low 

correlation values. implying that feasibility studies could not accurately predict the events 

that follo\\Cd. 

The study has also shown that the other important factors that lead to the success of 

horticultural projects include good previous start-up and professional experience. a good 

team. commitment of the project sponsor. good labour and financial management. 
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ABTRACT 

Whereas the use of feasibility studies in forecasting the performance of horticultural 

projects has been widely used in the Eastern Africa region. the resulting performance has 

least matched the expectations. The study looks at ten years of the period 1990 to 1999. 

The main objectiYes of this study therefore. are to determine the predictive validity of 

feasibility studies in horticultural projects, that is, the relationships between forecast 

performance. as per feasibility studies. and actual results of horticultural projects in the 

Eastern Africa region. The study will also determine factors of feasibility studies that 

have a significant influence on the performance of horticultural projects wrule at the same 

time identifying key fundamentals that generally cause project failure despite the use of 

feasibility studies to provide guiding principles fo r engaging in such projects. 

From the results of the regression and correlation analyses. the research study has found 

out that crop )ields. total sales and operational costs had a strong relationship between 

what was forecast and the actual performance of the projects; while sell ing prices. project 

capital costs. logistics costs and profits had relatively low correlation values. Further. 

competitive action. project sizes, crop management practices and employment levels 

djfTercd significantly from projections. leading to a number of project failures. There was 

a high correlation level between feasibility studies and actual project performance for 

project size. crop varieties and their duration to maturity. This meant that forecast values 
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ga' c a good indication of the actual values that would result. Conversely. water 

consumption. disease incidence. product wastage and cmplO) ment levels had low 

corrdation values. implying that feasibility studies could not accurately predict the events 

that followed. 

The study has also shown that the other important factors that lead to the success of 

honicullural projects include good previous start-up and professional experience, a good 

team. commitment of the project sponsor, good labour and financial management. 
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II PTER O~E 

1.0 J ntroductioo 

llorticulture is that branch of agriculture that deals with garden crops as opposed to field crops. 

'J hus maize and millet are field crops. that is. gro'"n on a large scale. whereas all fruits and 

\Cgetables. tlO\\ers. potted plants and herbs are grown on a relatively small scale. 

Besides its importance in diversification. the horticulture industry has a far reaching multiplier 

cflect4b it feeds into the dO\\nstream industry '"ith each crop having differing uses, compared to 

traditional commodjties like coffee and tea that have limited end uses in local economies. Many 

vegetable projects need small amounts of start-up capital and take a relative!> short time to gro\\ 

to maturity. thus providing quick returns to the farmer. both key ingredients in the poverty 

eradication endeavours. The horticulture sector has become increasingly important as it provides 

jobs and earns a lot of fore1gn exchange. 

Fntreprencurs and project managers in the horticultural industry are. however, now faced with an 

increasing demand for good quality projects delivered on time. on budget and to specification in 

order to survive both in the local and international markets as consumer preferences and tastes 

become stricter and compdition stiffer. There is the need to contain project implementation timing 

and costs: the requirement to achieve forecast production and sales volumes~ achieve or surpass 

quality demands and expectations; the need to live within or lower than projected operating costs. 

and the necessity to sen. ice the planned markets reliably and develop additional outlets: have 

become increasingly critical for the success of any horticulture project. 



In Eastern Africa the horticultural sector deals in the production and selling of crops such as 

'egctablcs. fruits and flowers. Vegetables can be sold pre-packed in raw or processed form 

dc~nding on the needs of the target market and flo,,ers arc generally sold dressed in pre-packed 

form. 

An informed supplier. on the one hand. demands higher prices for the products sold. while an 

informed competitor striving for the top position in the industry exercises creativity and 

innovauveness. on the other hand. In vic\\ of this. prospective investors need to adequately 

develop a horticulture project. properly implement it and subsequently manage it effectively in 

order to derive any benefits from it. 

It is envisaged that increased use of well developed feasibility studies and attempts to work within 

the parameters stipulated in a good feasibility study will assure entrepreneurs' success in the 

current high competitive environment. 

Although a number of entrepreneurs in Eastern Africa carry out feasibility studies. as evidenced 

by information made available by financial institutions and receivership companies. actual project 

performance differs significantly from predictions given in feasibility studies. ln most cases. actual 

performance is found to be lower than outcomes predicted in feasibility studies, resulting in a 

number of projecU; finding it increasingly difficult to operate profitably on a sustained basis. 

All projects including horticultural projects should use the results of feasibility studies to make 

informed in\'estmcnt choices. However. the horticultural projects appear to register a high failure 

rate. contrary to the results of feasibility study analyses. In view of this it is necessary to establish 

the usefulness of feasibility studies in future projects. 
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lltis tudy co\ cred fanns e tablishcd during the period 1990 to :woo (I 0 years) to demonstrate the 

'cracity o f feasibility studies ac; a means of predicting the actual performance of horticulture 

proJects in general. 

1\ccording to Mbeche (2000). the key issues in feasibility analyses arc considered to include: 

Market anal}si • ''hich indicates the demand potential of the output of the project. It is important 

to establish the level of competition for similar products and the existing gap that ''ill determine 

market share. 

Technical analysis examines levels of production (i.e. capacity). quality of machinery and 

equipment, project location and layout. appropriateness of technology and maintenance 

provisions. Organizational analysis deals with logistics in terms of transportation of plant and 

equipment, construction of structures. maintenance and project commissioning. 

Financial analysis analyses the viabi lity of a project based o n its returns compared to both the 

initial and operating costs of the project. 

Economic aoaly is identifies the effects of the project on the societ)'. 

En" iron mental analysis haghlights the adverse effects the project may have on people and the 

general environment and identifies mitigating factors for incorporation in project implementation. 

florticultural projects are some of the projects which require feasibility analyses in order to 

establish their investment potential and sustained success. 

1.1 Project feasibility anaJy es 

Mbeche r (2000) looks at feasibility studies. in the general sense, as part of the process of project 

identification, preparation and selection. He states that the process involves the appraasing of 

projects or groups of projects and then choosing to implement some of them based on some 
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criteria. This process is very important for ranking a portfolio of projects that need 

implementation. and the process is also important for entrepreneurs\\ ho are going into 

projectslbusiness for the first time. 

,\ feasibility study for ne\\ mvestments in the horticulture sector is considered necessary in order 

to establish whether or not the project is feasible based on various factors, for example, the 

climattc and sotl conditions of the area under consideration. the variety and number of crops to be 

grown . logistical remoteness or otherwise of the area to be cropped. llorticultural projects call for 

careful consideration of the available and potential markets and capabilities of competitors. as 

most of these products arc exported into international markets which are highly sensitive to quality 

requirements. deli"·er)' commitments and price. 

Belli P. (2000) emphasizes the need to conduct robust feasibi lity studies that identify weak links 

of a project and hO\.\ to address them before embarking on the implementing of the project that is 

likely to respond to cyclical panems of the industry and fierce competition from global players. 

Burke R. (1997) describes a feasibility study as a preliminary estimate or comparative estimate. 

Preliminary in the sense that the feasib il ity study would be performed without detailed data, but 

\\hen estimates are based on previous projects having a similar scope of work and capacity, the 

accuracy can be improved to +/- I 0%. The feasibility study would use a number of other 

techniques to improve the quality of infonnation available. These would include. but not be 

limited to : cost-benefit analysis. which rna} establish the financial feasibility of the project and a 

needs analysis using a structured questionnaire targeted on the project scope to quantify the status 

of present positton. the planned target and what the project must do. 
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A definitive estimate. also called a detailed project estimate is based on a considerable amount of 

data incorporating a developed scope of work. detailed drawings. specifications, vendor quotes 

and sun cys to give an improved accuracy of ..... - 5°/o. For horticultural prOJects the esumates 

would include value of the land. quotes for greenhouses, parent stock, irrigation equipment, 

fertigation (fertilizer application) equipment. piping. water pumping systems, cold-rooms. 

transport \·chicles. tools and equipment. labour requirements, management levels and skills, etc. 

Chandra P. ( 1995) states that the key facets of project analysis are: market analysis. which 

examines the potential market and possible market share, technical analysis which looks at the 

technical viability and sensible choices of the technical plant and equipment. financial analyses 

that looks at the risks and returns inherent in the project. economic analysis which examines 

benefits and costs in shadow prices and other economic impacts. and ecological analysis which 

embraces environmental damage and restoration measures. Chandra, like Mbeche, looks at 

feasibility studies in the general sense of ranking investment decisions before implementing a 

project from a pool of prospective investment projects. 

Davis D. (1998) looks at feasibility studies as strategic audits critical to making valid investment 

decisions. The studies examine and identify key areas of success/failure and requirements for the 

investment. Horticultural projects are no exception and demand a great deal of attention to detail 

in their feasibility stage. 

However. tt is still unclear as to why many horticulture projects fail despite the detail of feasibility 

studies. 
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According to Price (198:!) a feasibility study is the process of detennining whether the project as 

dclint:d and \\ ith the available resources can be implemented successfully. The study sets out to 

examine if the resources outlined in the design will be available in the rcqutred quantity and 

quality and on timt! in the context of the actual project environment. Price ( 1982) makes little 

attempt to expound on other aspects of a feasibility study leaving to question the validity of 

fea<>ibility studies. especially as relates to horticulture projects. 

Little \1irJees ( 1974) explains that it is at this stage that measurement tools which will be used to 

evaluate the project are developed and refined, although Me eil ( 1986) argues that the 

de\clopment of measurement tools is dependent upon a number of factors which include the 

sophistication of the project promoter, the size, complexity and urgency of the project~ and the 

functioning of the Financial and/or government agencies. Nathaniel (1988) defines a feasibility 

study as an act and interface between project planning and implementation. It questions all the 

assumptions in the preceding stages, hence underpinning the importance of accuracy. l Iowevcr, 

the organic nature of horticulture presents itself quite differently after project implementation, 

hence the need to understand the factors that have greater influence on the performance of 

horticultural projects. 

Kibiku ( 1998) referred to a feasibilit} stud} as defined by Little Mirlees ( 1974), McNeil (1986) 

and Nathaniel ( 1988) as being an act and interface between project planning and implementation. 

1.2 Validity 

Valtdity is concerned with the question "Am I measuring what I intend to measure?" According to 
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Frankfort-Nichiamas C. ct al ( 1996) \\C can distinguish three baste kinds of validity, each of "'·hich 

L concerned \\ith a different aspect of the measurement situation: content validity, empirical 

'alidit} and construct validity. Each includes several kinds of evidence and has a speciaJ value 

under certain conditions. 

Content validity: The rele\'ance of an instrument to the characteristics of the variable it is meant to 

measure is assessed byface validity - the re:;earcher's subjective assessment of the instrument's 

appropriateness; and sampling validity - the degree to which the statements, questions, or 

indicators constituting the instrument adequately represent the quaJities measured. 

Empiricaf,•alitlity: If a measuring instrument is valid, there should be a strong relationship between 

the results it predicts and the results it obtains when measuring the same variables. Empirical 

validity can be supported by comparisons ""ith measurements made by other instruments. 

Predictive validity is estimated by predicting the results expected to be obtained in reference to an 

external measure, referred to as a criterion, and by checking the measuring instrument against 

outcomes obtained by other measuring instruments. In other words, predictive validity is the 

degree of correlation. known as the correlation coefficient, between the results of a given 

measurement and an external criterion. The higher the correlation coefficient, the greater the 

predictive validity. 

Construct mlidity: This kind of validity is established by relating the measuring instrument to a 

generaJ theoretical framework. 

7 



In the context of this study. validity is concerned with soundness. that is. what feasibility studies 

measure. and how \\ell they predict the various performance factors of a horticultural project. 

Predicti\ ·e validity will indicate whether the feasibility study did. indeed, make a difference in the 

project's ac.:tual performance. and how generalizable feasibility studies are. that is. to what 

measurement variables can the effects. a~ observed in feasibility studies, be generalized. The 

gcneralizability of the appropriate variables will, therefore. enable the operationalisation of the 

\ alidity of feasibility studies in horticulture. 

Th1s study attempts to highlight areas that are covered under feasibility studies. ar~d the aim of 

choosing to analyze the predictive validity of feasibility studies in horticultural projects is to be 

able to relate the predictions of feasibility studies with the actual outcomes of such projects so as 

to identify performance aspects that have a major influence in horticultural businesses. 

To the best knowledge of the researcher, no such research has been done in Eastern Africa. A 

fairl} related rl!search undertaken so far is by the Bank of Uganda that looked at the interventions 

by financial and support institutions and policy level intervention by the government of Uganda in 

tenns of promoting the horticultural industry in that country. The horticultural society of Kenya 

has also looked at the government support systems necessary to encourage the growth of the 

horticultural industry in this country but has not addressed issues impacting the perfonnancc of 

horticulture projects relative to feasibility studies. 

Evidently. the validity of feasibility studies in the horticultural industry has not been addressed. 

hence the need for this stud). 
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1.3 The importance of feasibilit)· studie 

Campbell ~1. (2001) tntc~ that a project feasibilit) study examines the imponant techmcal. 

management. c.:ommercial and financial aspects in order to determine, as accurately as possible. 

the values and timing of the capital costs outlay and income generation. An analysis of these four 

principal factors \'-'ill provide an assessment of the profitability and hence viability of the project. 

In order to den\ e a statement of the capital costs of a project, it is essential to. first, carefully 

define the marketing objectives in terms of what products wi ll be produced, in what volumes, 

where the) \\ill be sold and at what prices. For horticultural products, risks and issues related to 

the climatic and soil conditions, skills and management, logistical remoteness of the project, 

markets and the competition must. in addition, be adequately addressed and justification for the 

project demonstrated. 

A statement of type. quantities and prices of crops to be cultivated is provided. A production plan 

is developed and the technological and equipment requirements defined. Thus, for the selected 

product mix the land, buildings such as greenhouses, utilities (power, water), materials (including 

mother plants), machinery, equipment and accessories are determined and the capital requirements 

carefully defined. 

A clear statement of production costs including those of all inputs and their sources and method of 

derivation are provided. A feasibility study, therefore, acts as a pointer towards a go or no go 

decision for implementing a project. 
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1 A ' tatement of the problem 

The \'alue of feasibility studies has gained increasing prominence in Africa due to the need to 

implement projects appropriately so as to become competitive both in the home and overseas 

market-. JIO\~cver. the predicti\·e validity offeasibility .wulies of horticulwral project.\ hm not 

matched aclllal performance. which lw.\ led to some firms c:losmg doun prematurely De\pite 

attempts mude to conduct feasibility .Hudies for such projects, as indicated b;. most financial 

institutiom who lend money to such projects, the predictions made in the feasibility study have 

not matched the resulting actual pe1jormance of such projects as measured by production lew!l.'l, 

sales \'Oiume.'i, prices. cosH and subsequently profitability. 

ln the project management literature. it is usuaJiy taken that feasibility studies provide the basis of 

ex-ante evaluation of a project and the results of a feasibility analysis should show areas of 

impro\.ement and if adjustments are done accordingly, the project will have higher chances of 

implementation success. It is. however. not clearly understood why horticultural projects in the 

Eastern Afnca environment do not conform to this commonly held view. It will be of great interest 

to understand what factors or aspects of feasibi lity analysis are significant in the prediction of 

future performance of these projects and also establish reasons why some aspects are easi ly 

predictable and how in future these aspects should be handled when carrying out feas ibility 

studies. particularly for horticultural projects. 

1.5 Objectives of thi study 

The objectives of this stud} are to determtne. in respect of the Eastern Africa region: 
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a. Jne relationship between forecast performance. as per feasibility studies, and actual 

results. 

b. fo determine factors of feasibility studies which have a significant influence on the 

performance of horticultural projects. 

c. The study will highlight aspects that generally cause project failure despite the use of 

feasibility studies to provide a forecast of project performance. 

Attitudinal aspects. which include professional experience, commitment. labour and financial 

management, will be analyzed to provide some understanding of how these impact on the 

performance of horticultural projects. 

1.6 Hypotheses 

The follov .. ing hypotheses will be used to guide data collection and analysis: 

a There is no relationship between feasibility studies and actual project performance in 

respect of the following: 

• Production ) ields 

• Sales volumes 

• Selling prices 

• Revenues 

• Profits 

• Operating costs 
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• Logistics costs 

• Project capital costs 

h. 11rere is no rl!!atiomhip between the followmg factors m feas ihilil:; sllldtes and aclllal 

project performance: 

• Project implementation timing 

• Project size 

• Market availability 

• Competiti\'e action 

• \Vater reqUirements 

• Disease incidence 

• Crop variettes 

• Number of days to crop maturity 

• Wastage of harvest 

• Management sktlls and experience 

• Employment levels 

• Commitment of the project sponsor 

1.7 tudy rationale 

a. The study will prO\tde mforrnation that would be useful generally to entrepreneurs 

interested in going into hontcultural projects. 
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b. The study \\ill be useful. especially. to the lending institutions who now demand strict 

adherence to good practices in project implementation and management when 

entrepreneurs seek funds from these institutions. This should engender discipline in society 

and encourage the implementation and management of horticultural projects on a 

profitable basis. 

c. The study \vill enJighten the general public on the need to be cautious when making 

decisions about investing in horticultural projects. 

d. This study will encourage people who own some land, in the right ecological zones and 

have access to markets, to consider investing into horticultural projects, hence create 

wealth for themselves and their countries. 

e. rhe study would give added advantage to scholars interested in pursuing further stud} in 

the area of horticultural project planning. implementation and management in this region. 

f. ll1e study wiU highlight key business drivers, that is, factors that can lead to business 

failures in the horticultural sector. 

g. The study will also assist academics who wish to carry out further research in this area. 
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J1 PTER T\\'0 

Literature re,·iew 

2.0 Interpretation ofa feasibility stud) in a horticultural project 

Q, cr the past ten years horticultural projects have become a fast growing inveslment opportunit} 

due to the rising demand for fresh vegetables and flowers. especially in Europe. This has resulted 

in a growing number of indi\ iduals being attracted to invest in this indust.r}. 

While a number of writers have provided various definitions of feasibility studies, in the general 

sense. a lew of these authors have gi,en specific guidelines on the factors to look for \\hen 

undertaking a feasibility stud} of a horticulture project. This study will highlight clements 

contained in a feasibility study of a horticulture project. 

Beth P. (2000) emphasiLes the need to conduct robust feasibility studies that identif) weak links 

of the project and how to address them before embarking onto implementing a project that is 

like I} to respond to cyclical patterns of the industry and fierce competition from global players. 

Despite thts need Belli cautions that the performance of horticulture projects does not generally 

tally with the predictions of their feasibil ity studies. 

Burke R. ( 1997) describes a feasibility stud} as a preliminary estimate or comparative estimate. 

Preliminary in the sense that the feasibility study would be performed without detailed data. but 

when estimates are based on prevtous projects having a similar scope of work and capacity the 

accuraq can be improved to +/- 10%. The feasibility study would use a number of other 

techniques to tmprove the quality of information available. These would include, but not be 

limited to : cost-benefit analysis. \\'hich may establish the financial feasibility of the proJect and a 
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needs analysis using a structured questionnaire targeted on the project scope to quantify the status 

of present position. the planned target and \>that the project must do. 

A defimti\C estimate, also called a detailed project estimate is based on a considerable amount of 

data incorporating a developed scope of work, detailed drawings, specifications. vendor quotes 

and sun· c) s to give an improved accuracy of+/- 5%. For horticultural projects the estimates 

wouJd include value of the land. quotes for greenhouses. parent stock, irrigation equipment. 

fenigation (fenilizer application) equipment, piping, water pumping systems, cold-rooms, 

transpon vehicles, tools and equipment. labour requirements, management levels and skills, etc. 

However. despite this detail the final outcome tends to vary significantly from projections of 

feasibili t} studies. 

Chandra P. ( 1995) states that the key facets of project analysis are: market analysis, which 

examines the potential market and possible market share, technical analysis which looks at the 

technical viability and sensible choices of the technical plant and equipment. financial analyses 

that looks at the risks and returns inherent in the project, economic analysis which examines 

benefits and costs in shadow prices and other economic impacts, and ecological analysis which 

embraces envi ronmental damage and restoration measures. Chandra looks at feasibility studies in 

the general sense of ranking investment decisions before implementing a project from a pool of 

prospective investment projects. 

Davis D. (1998) looks at feasibility studies as strategic audits critical to making valid investment 

decisions. The studies examine and identify key areas of success/failure and requirements for the 

investment. 1 JoniculturaJ projects are no exception and demand a great deal of attention to detail 
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in their feasibility stngc. llowever. it is ~till unclear as to \\h)' many horticulture projects fail 

de pite the detail of feasibility studies. 

Price ( 1982) defines a feasibility study as the process of determining whether the project. as 

defined and \\ith the available resources, can be implemented successfully. The study sets out to 

examine if the resource!) outlined in the design \\ill be available in the required quantity and 

quality and on time in the context of the actual project environment. Little Mirlees ( 1974) explains 

that it is at this stage that measurement tools which will be used to evaluate the project are 

de\ eloped and refined. although McNeil ( 1986) argues that the development of measurement tools 

is dependent upon a number of factors which include the sophistication of the project promoter, 

the siLc, complexity and urgency of the project; and the functioning of the Financial and/or 

gO\Cmment agencies. Mc~cil's view. hO\\C\'er. begs the question of the validity of feasibility 

studies and how effectively these are performed. 

\athaniel ( 1988) defines a feasibility study as an act and interface between proJeCt planning and 

implementation. It questions all the assumptions in the preceding stages. 

Kibiku ( 1998) referred to a feasibility study as defined by Little Mirlees ( 1974), McNeil ( 1986) 

and Nathaniel ( 1988) as explained above. 

Hinchy (2001) states that project assessment cannot proceed without a clear understanding of the 

proje<::t · s underlying concept or rationale. J le emphasises the need for the project promoter to 

clearly identify the project concept in the bu.\iness plan or feasibility study; \\hetber such a study 

is prepared by the promoter or a consultant, it should be well understood by, and reflect the views 
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of the promoter v•ho !ihould O\.\n the risks and issues associated \.\ith the project. llinchy 

underscore~ the fact that a feasibilit) study reflects the promoter's capacity to implement and 

operate the project as planned. Hinchy emphasises that the key considerations in a feasibility study 

must include product, customers, competition. distribution sy.\·tems. contractual arrangement\·, 

price! jh• .. xihility, und capital intensity. For horticultural products. Hinchy mentions growing 

conditions and management as also being key to the success of the project. However. the validity 

of such a feasibility study is not indicated. 

Mbechc (2000) describes a feasibility study as part of the process of project identification. 

preparation and selection. He explains that the process involves the appraising of projects or 

groups of projects and then choosing to implement some of them. He views a proper feasibility 

study as a crucial tool in making proper investment choices in projects for the long-run 

development of a country. lie ascribes the long run survival of a firm to a properly conducted 

feasibility study. Nevertheless. it is not clear as to the validity of feasibility studies in horticulture 

projects in view of the organic characteristics of crops. 

In many developing countnes. including Africa, horticulture projects are being sufficiently 

evaluated before investments are made, mainly due to the high level of financing needs for such 

projects under greenhouse conditions. However. despite the high level of due diligence done. a 

number of these projects do not succeed. especially in Eastern Africa. 

Kosura (2000) describes ten planning steps which include establishing the project objective~ 

choosing the basic strategy for achieving the objective; breaking the project down into sub-units or 

steps: determining performance standards for each sub-unit; determining the proper sequence for 
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completing each sub-unit: aggregating this information into a schedule for the total project: 

determining the cost of each sub-unit and aggregating costs into the budget; designing the 

necessary staff organization. number and positions, duties and responsibilities of each: 

determining what training, if any. is required for the project team members: and developing the 

necessary policies and procedures. This plan clearly details steps of implementing a project and 

therefore defines the requirements of a feasibility study. 

Feasibility studies in horticultural projects are seen to address various aspects of the business plan. 

The factors examined include availability of land and its economical size, location of the project. 

an assessment of the microclirnatic and soil conditions, an assessment of the availability of water 

and storage needs for irrigation and other purposes, sources and cost of capital equipment plus its 

supply and construction contracts, cost of buildings for cropping, packing and administration 

purposes, implementation schedule, completion and start-up, provision of infrastructural 

requirements, that is. power supply, roads and telecommunications. an assessment of logistics to 

the market, reliability of source of mother plants. expected yields and quality of plants, examining 

guarantees provided by suppliers of parent plants and determining recourse procedures, assessing 

fertilizers/pesticides suppliers and their reliability, an assessment of the markets and distribution 

channels'transport and terms of sale, prices and expected profit margins, determining realistic 

forecasts and looking at industry cycles and scheduling supply timing. an assessment of the 

competition and their prices, determining operating costs and their flexibility, examining 

management and its experience, overaJJ accounting/control and information systems, assessing 

exchange risk impact for export products, looking at the capital structure and debt servicing plan, 

checking on key insurance requtrements of the project, examining technical assistance support 
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requirement • checking on the lc\ c1 of contingencies provided for the project. an as cssmcnt of 

\\Orking capital requirements and provisions for escalation in project costs and operating costs. 

rhese aspect . among others. are considered crucial in conducting feasibility study. llowcvcr. in 

bstem A fnca. unfortunately, while such analyses are done for horticultural projects the tcndenc} 

for fai lure is high. The ContiflO\\er project in Arusha. Tanzania for example. suffered from a 

-.e, ere quality problem of its flov.ers when, in 1998, a gale of wind ripped off the plastic sheeting 

from its greenhouses, the debt provider, in 1999, reported that the project sponsor had 

misappropriated 50% of loan funds \\hich did not go into the project. 

Redlull tlO\\Crs in Limuru. Kenya, suffered from lack of economies of scale as it was on a two 

hectare piece of land whose expansion is restricted by lack of internally generated funds to service 

debt. AB Amro. lenders for a vegetable growing firm (to remain un-named) reported. on 

30,5 2000. at the UNCTAD workshop on the horticultural sector in Africa that a sponsor (who 

was a Ia\\ yer by profession) was discovered to have used 65°/o of the loan funds to buy himself a 

~tercedes Benz car. The proJect was subsequently liquidated b) the bank. 

In the three cases sited above. the lending banks admit that the feasibility studies provided to them 

by reputable consultants appeared credible. 

2.1 E lement considered in a feasibility study for a horticultural project 

\s htghlightcd above and based on the definitions of feasibility studies given by \'arious authors 

and some of the text of the actual feasibility studies conducted by horticultural consultants, a 

feas ibility study for a horticultural project examines, assesses and reports upon the technical. 

management. commercial and financial aspects and prO\ ides explanations and justifications for 
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in,estrnent in the proposed project. It also enables a pro~ pecthe investor \\ho wants to borrow 

funds to pre. cnt the study to lending institutions as a bankable document for project financing: 

2.1.1 Technical assenmenl 

Company hackwound 

Kaufmann (I 99 I) and Ahmed ( 1999) state that for an operating business that might be planning 

to e\pand. the foiiO\\ing infonnation is included in the feasibility study: an introduction of the 

company including year of fonnation, a brief description of its development. its financial history, 

current types and quantities of products produced, their markets and competitors, and the 

company's major subsidiaries: type and structure of present and projected ownership and 

background of major shareholders. and currenVprojected management structure and their skills; 

type and structure of holdings and investments. including joint ventures; number of operational 

sites and personnel numbers per si te~ brief description of production operations at each site and the 

inter-linkages between sites~ a general identification of the new project elements; age profile of the 

existing equipment park (if any. e.g. tractors. boom sprayers, irrigation equipment, etc); an outline 

of the technical. commercial and financial nature of. and reasons for the proposed project and how 

it would integrate with existing operations and activities; management- qualifications and 

capabi lities of top managers, technical, marketing or management agreements, international 

relationsh tps and local linkages with main producers; logistics arrangements and availability of 

cargo space for air freighting final products; main Management lnfonnation systems used. In 

addition. a feasibi lity study examines the follo,,ing aspects for a Greenfield horticulture project. 

adds Applegate ( 1998): 
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The project 

Bcohlje et al (1998) and Campbell (2000) in their journals explain that vinually every project 

functions or will function in a competitive environment. Success depends to a large part on 

''he1hcr the project has a comparati\e advantage over alternative suppliers to the target market. It 

is therefore considered essential to examine the project's underlying strategy and its 

characteristtcs. A feasibility study examines and defines a strategy for the project. 

Localwn 

Manne ( 1972) explains that the location of a project can have a major influence on the ability to 

get to the market. A remotely located project will experience greater difficulty and higher cost in 

transporting its products to the markets. while on the other hand projects located in close 

proximity of their markets or those projects that are able to move their products to the airport 

easi ly and faster wi ll be in a stronger position to get the products to the markets in much better 

condition and at lower costs. 

IIO\\Cvcr. while a feasibility study would identify this factor as imponant. it is likely that some 

projects remotely located may have lower supplied costs than those in close proximity of the 

atrpon or market. possibly due to lower production costs. This study seeks to verify if this aspect 

is indeed crucial in the success of a firm as highlighted by some feasibility studies. 

Land 

In a feasib ility study for Greenfield projects, there are a number of points considered in assessing 

\\hethcr the project s ite is suitable or not, asserts Marsden (200 1) in his journal on African 

entrepreneurs. Access to labour. access to services and infrastructure. access to water sources and 
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possible environmental concerns. Would any of the physical features of the site- soil structure. 

load-bearing capacity. water run-ofT. seismic risk - be unsuitable for the project or have an 

adverse impact on the project cost? All these concerns make it essential to undertake a thorough 

soil sampling and topographical analysis on the site. Burke ( 1997.). 

Burke (I 997) highlights that the costs of civil works often pose the greatest problem. because 

detailed dra\\ings and layouts of the site are nonnally not yet available at an early stage. This has 

led to huge project overruns in a number of cases. Although there is no certain way to eliminate 

these risks. the feasibility study attempts to highlight the basis of cost estimates. 

Project .\i:e 

reasibility studies attempt to establish the optimal size of a horticultural project in order to assure 

profitability on a sustained basis. Work by Schiffer et at (200 I) has shown that firm size matters. 

In the worldwide survey they found that smaller firms generally report significantly more 

problems than larger firms with financing. taxes and regulations. inflation. exchange rate. 

corruption. crime and anti-competitive practices. Economies of scale and entry: costs are business 

obstacles that may be particularly severe because they represent fixed costs that a large firm can 

absorb easi ly. However. Schiffer ct al (2001) explains that there are no significant differences in 

how much infrastructure. polic} instability and the judiciary afiect fll1l1S of different sizes. The 

level to \\ hich feasibility studies are able to predict this is still unknown. 
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Design and Engineerinf.! 

Cleland ( 1988) in hi~ project management handbook and Clay ( 1989) in his project appraisal and 

planning release. explain that the cost of the service providers and the basis ofthe estimated costs 

for the design and engineering services by the service providers must be made available. 

Si It' layo lll 

Van Roozcndaal ( 1994) includes the following information in a feasibility study for horticultural 

proJects: Process flow diagram and layout plan of the new items. showing the relationship between 

the new and existing equipment (if any). He adds that this is necessary for future planning for 

expan.stons to gain economies of scaJe. 

Phy.\ical infrastructure 

The t)pe and standard of the physical infrastructure determines the project's longevity and 

minimizes maintenance costs. Squire ( 1989) in his handbook on project evaluation in theory and 

practice. 

In horticultural projects some project promoters may choose to build wooden greenhouses and 

others usc steel structures. Obviously, greenhouses buiJt in steel. albeit more expensive, will last 

longer than those erected in \\OOden material. The need to replace wooden structures from time to 

time ma} mean that production will cease for some time during the time the structures arc being 

refurbished. The size. description and costs of any buildings or modifications to existing structures 

and technical installations are assessed to determine the likely expenditure on these items. 
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Plant & Equipment 

Estimates arc based on pre\ ious experience or \~ild guesses based on hearsay. according to Belli 

(2000). I IO\\Cver. in most feasibility studies in horticulture. equipment prices arc based on recent 

quotations or \'alidated estimates. Detailed lists of new machinery and ancillary equipment to be 

installed by number, capacity. unit price, make and country of origin are prepared. Reasons for 

selecting the particular technologies and proposed suppliers arc indicated. Plant and equipment 

costs can be estimated from signed contracts or suppliers· quotes. 

Production pro~ram 

Under this heading. the follo\\ing information is covered by feasibility studies: 

A brief description of the process, need for special ''know-how" or technical skills; complete 

details of the proposed new production plan. including quantities per day, and year for each crop 

t~ pe/variety together with exact data about what will be produced using the proposed new 

facilities and expected conversion ratios and yields of output, Sarah (1996). 

\ fa/erial inputs & outputs 

According to Sapru ( 1998) the following points are covered in feasibility studies: 

Adequacy. future availability, costs and sources of raw materials and other material resources 

required~ availability, reliability and costs of utility inputs. namely: electricity. water. fuels for 

transport vehicles. etc and infrastructural constraints (i .e. transport. communications. etc) which 

may inhibit the success of the project. 
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Em·ironmcnt and .su.~tainability 

Zolhnger (200 I) explains that the feasibility study also provides information on the potential of 

the new proJect to create em ironmental concerns in terms of liquid effiuents, gaseous emtssions. 

dust and noise from machinery and equipment, and ho'' these issues will be addressed. Key social 

issues are also brought to light, for example, worker health and safety problems. Zollinger (200 1) 

continues to state that good environmental control leads to sustainable profitability. 

Research & Development 

ln decid ing what needs to be gro\\-'Tl, soil tests are performed to establish suitability of the soi ls for 

the project crops. common crop diseases are checked out and their treatment procedures outlined, 

pruning needs arc established and post-harvest handling procedures and storage mechanisms are 

outlined. Successful implementation of horticultural projects also entails creating experimental 

plots for ne'' crops and testing whether or not the new crops can produce the desired results before 

introducing and establishing them on a commercial scale. Nonetheless, while feasibility studies 

make attempts at providing these guidelines, entrepreneurs often switch to new crops sooner than 

later for various reasons including price attractiveness, disease resistance, etc. 

2.1.2 Mauagemeut assessme11t 

Ownership 

The determination of project O\\'Tlership is crucial in establ ishing whether or not the people behind 

it are sufficientl y comrmtted and have the capability and resources to implement the project 

successfully. Feasibility studies allude to the fact that one has to be totally committed to making 

one's start-up a success. even if it means putting family, social and personal needs aside. 
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HO\\e,er Edwards S. & P.(l996) assert that as an entrepreneur. "one's well-being is \ital to ones 

success." Using a descriptive statistic. this study will endeavour to examine how important the 

commitment of the sponsor is to project success as stated in feasibility studies. 

Jlanagement 

-\feasibility stud) establishes the level of management required and the desired skills to ensure 

the success of a horticultural project. It also identifies the number of employees and their roles, 

Thieme A. ( 1995). The gap that exists in this assessment is the devotion of management and 

workers to ensuring project success. 

Jmplementalion arrangements 

An integral pan of assessing the estimated capital costs is the assessment of the arrangements for 

the imple mentation of the project. For most sizeable projects, the promoter creates a dedicated 

team that has the necessary technical experience to carry out the project, including control of 

suppliers and contractors Belli (2000) and Kosura (2000). 

Operations management 

Feasibility s tudies also identify the organizational structure and whether it is appropriate for the 

size and complexity of the business, who makes the decisions and whether the arrangement has a 

good or bad effect on operations, Shirley et a1 (2000) and Schoudhary ( 1998). 

The track record. skills and experience of key managers are examined closely to verify the 

managers ' will and ability to do the job (Belli, 2000). 
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Per. onnt..-1 

In lcasibility studies. personnel infom1ation includes proposed personnel required for the project, a 

tabulation of the number of personnel per deparunent and people per shift for each major section 

and proposed training programs, length of time proposed and costs involved (local and 

foreign. CSJ)\!cially for professionals). This assessment establishes the level of cost in the 

manpo,\er employed. Thieme ( J 995) in "needs assessment of staff with regard to investment 

project evaluation ... Howe,·er, the validity of this assessment still fails to tally with actuaJ 

pt:rformance. 

2.1.3 Commercial assessment 

Markel and ,\Jarketing 

\ccording to Ramsey ( 1997), it is easy to produce products and services customers should want; 

to find out what they actuaJly do want requires some tedious legwork; you can produce the best 

products or services, but if there are no customers for them, ... you will soon be out of business. 

The feasibility study justifies the basis of the project in marketing terms and addresses. but is not 

limited to the following points and it also identifies any areas where there may be competitive 

trend risks: what and where the target market segments are~ what the demand trends in these 

segments have been: actual and forecast domestic and export demand~ current product mix by 

major product categories: ,·olume or yield of output and proposed marketing strategy and possible 

risks: proposed product types, volume, value, price ranges, price trends and projections; current 

customer base and potential new customers~ current and potential future competition: tariff and/or 

quantitative restrictions in export markets, i.e. trends of quotas and tariffs imposed by main export 

destinations by product category and trends in import tariffs and other protection pre,ailing in 
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dome::.tic market and product categor): critical factors that detcnnine market potential: definition 

of the type. prices and quantities of products to be produced by the project: sales, trade tenns, 

commissions paid to agents or distributors, etc for domestic and export sales: main competitors 

and competitive advantages: present aging of trade receivables: main suppliers of raw materials, 

prices and reliability of supply: yields compared to world class standards: main suppliers of other 

raw materials and accessories; customary payment terms to suppliers. 

Hov.-ever. despite this detailed review the results of feasibility studies do not generally tally \vith 

actual project performance. 

It is considered important to be sensitive to market conditions. Mistakes in market assessments, 

especially those that overestimate the market or underestimate the competition, are often 

meversible and fatal. Unfortunate]), there are no infallible guidelines to help the analyst avoid 

these potentially fatal errors. Even with the most thorough and complete market analysis, the 

conclusions may still be wrong. One study reports that 60% of IFC's (International Finance 

Corporation) forecasts. despite their wealth of detail, were off by more than 20% compared \vith 

actual sales. Ahmed P .( 1999). 

Prices 

In his journal ·'Managing projects'', Roman (2001) explains that in price setting. a feasibility study 

considers the following: anal) sis ofCIF (cost insurance & freight) prices for equivalent products: 

any tariff or non-tariff barriers (including price controls) that distort the price in the target markets; 

checking whether the target markets are dominated by one or a few large producers who may be 

making monopolistic profits owing to the lack of competition; whether the industry is cyclical; a 

check on the key determinants of product prices in the markets is done. 
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~ mg pnccs of corrc ponding lo~cr quality products on a cash basis and on credit are 

established. 

Distrihlllion channels 

In a feasibility study every market assessment reviews the distribution channels through which the 

producer \\ill deliver the product to the ultimate consumer. The revie~ covers transport on which 

the distribution system will depend, the normal terms of sale, and the typical profit margins to 

intennediaries (if any). Belli (2000). 

Competitton 

A feasibility study will highlight the level of competition in the markets to be served and the 

necessary strengths to enable one to compete effectively. In the journal. w~-..-.·.Africalntelligence 

(2002) on •·trouble in the horticulture sector'' it is stated that in analyzing the relative strength of 

the competition in the target market, the following are considered: principal suppliers to the 

market. domestic and foreign; location of their production capacity; competitors' relative size; cost 

structures of principal competitors. and their comparative advantages or disadvantages; the relative 

fi nancial strength of competitors, and their ability to sustain protracted price wars. The degree of 

cauterization which might limit price competition is also checked out Hinchy (2000). 

1.1.4 Financial assessment 

Investment plans 

Peter et al (2000) and Nevitt et al (200 I) explain that feasibility studies establish the amount of 

finances required and composition (debtJequity mix) of the financing needs so that it can be 
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determined "hether or not the project can withstand debt burdens. llowever, such studies do not 

necessarily evaluate all available financing options to pick on the less burdensome options. 

HO\\evcr. m\·estment objecti\·es are explicitly stated and strategies to attain these objectives are 

highlighted. 

Equipment requirements: a list of machinery, general specifications, potential sources of supply 

and estimated prices is tabulated. Experience with previous equipment is also established so as to 

knO\\ ,., hether or not to go for the same type of equipment. 

The following costs are established: capital cost estimate including civi l works. equipment, 

freight. duties and insurance. erection, pre-operating expenses, contingencies. incremental working 

capital and interest costs during construction. 

A time table for project implementation and production bui ld-up is drawn. Pinto ( 1998). 

A financial plan indicating detailed sources (share capital increase, internal cash generation and 

additional borrowing) is shown with assumptions for project revenues and operating costs. 

Financial projections. including income statement, balance sheet. and cash flow during 

implementation and up to. say. five years after completion (in the same fonn given as for historic 

financial statements) and an estimate forecasted financial return on the investment. 

Customary levels of inventory for inputs and outputs is established. 

Contingencie~ 

The word "contingencies·· refers to items not included in the project costs but can be identified 

during a feasibility study. Despite exhaustive feasibility studies, contingencies tend to be overrun. 
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Prori.\ion for escalalion 

Escalation refers to the inflation of costs during the project implementation period and should not 

be confu. ed or combined with contingencies. Factors that drive these costs wiJJ include contractual 

arrangements, duration of the project implementation period and the levels of inflation in the costs 

of construction and equipment. A project feasibility study will assess the extent to which each 

maJor expenditure may be subject to a cost increase. and at what point. if any, in the 

implementation process the item will be committed and no longer subject to escalation. 

Project managemenl costs 

ln feasibility studies. project management costs are related closely to the project implementation 

timing and worked out accordingly. 

Starl-up expenses 

Feasibility studies base start-up expenses on the initial stages, when. inevitably there are some 

material waste and unsaleable final product. and to some extent the failure for machinery to work 

perfectly . 

Direct c:os/S of production 

Costs of production are exhaustively established to see if the project can sur\'ive based on existing 

market prices. 

Indirect costs including depreciation are also worked out in detail to ensure over-runs are 

minimized. 
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Re,·eiWC\ and profitability 

Project revenues and protitability are determined based on accounting data that is expected to be 

captured in the course of the business operations. ln feasibility studies these \'alues are calculated 

using expected sales \'Oiumes. price and cost. 

Cashjlou~ 

EBITDA is termed as the mother's milk of project financing. EBITDA refers to earnings before 

interest, taxes, depreciation and amortization. EBITDA is the cash flow avai lable to pay interest and 

debt principal. Conservative projections of assured internally generated EBITDA cash flows must 

be prepared and justified by appropriate independent feasibility and engineering studies. The 

EBlTDA cash flow projections must be sufficient to service any debt contemplated, provide for 

cash needs. pay operating expenses, and still provide an adequate cushion for contingencies. 

Lenders carefully reviev. the projections to determine EBITDA debt coverage over the loan life. 

Assumptions used in the feasibility study must be realistic and worst case scenarios must be 

considered and contingency plans prepared (Nevitt P.K. et al. (1997). 

Working capital 

These are established when the feasibility study is conducted in order to determine the operating 

cash needs of the project under review. 

Whether a project is Greenfield or an expansion of an existing one. it will almost certainly require 

additional \\Orking capital (Hinchy P., 2000). Working capital in some projects is directly related 

to sales. w hich means that sales growth will create ever-increasing financing requirements. To the 

extent that there is a long-term requirement for working capital. it is included in the financial plan. 
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Financial analysi.\ 

The analysis includes. but not necessarily limited to. the following components: tabulation. \\ith 

sources. derivations and justification. of the total project cost detailing buildings. machinery and 

equipment. technical installations, \\Orking capital requirements and including sub-division into 

local and lore1gn exchange requirements. identification of freight and insurance costs. erection 

charges. engineering. design and technology fees. as well as physical and price contingencies; 

details of the projected time series, annual sales income (including identification of amounts for 

sales commissions, allowances and other discounts); analysis of the profitability of the project 

pay-bac~ period. return on investment and internal rate of return. including sensitivity analysis: 

proposed financial structure of the project. indicating expected sources of funds, including equity 

and debt: examination of the major risks and issues of the project and the critical factors which 

v.ill determine profitability. 

The feasibi lit) study provides a detai led project cost and highlights areas of possible risks. 

However. even ""''ith this level of detail, the validity of feasibility studies in horticultural projects is 

questionable. 

Sensitivity analysis 

These analyses serve to identify the key factors that influence the performance of the project and 

the unpact that would result from changes in those factors (Malter, et al, 1999). The factors can be 

anal)zcd further to understand what causes them. Some of the analyses would include changes in 

production levels and costs. changes in selling prices, exchange rate fluctuations for export 

business. y1clds. etc. However, despite subjecting the financial analyses to sensitivity tests, 

horticulture projects do not perform as generally predicted in feasibility studies. 
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HAPTER T IIREE 

3.0 Re earch methodology 

3.1 Introduction 

The objecti\e of the study is to explore aspects of feasibility studies in projects and their relative 

importance in the successful implementation and performance of a prOJCCt. fhe study aims at 

determining the approach to successful feasibility studies from lessons learnt to-date in the 

honicultural industry in the Eastern Africa region. The Eastern Africa region \.vill include the 

countries of Kenya, Uganda, Tanzania, Rwanda and Burundi. 

3.2 Population 

The population of the stud} consists of three registered horticultural farms in Rwanda, and two in 

Burundi. nineteen in Uganda, thirty in Tanzania and 330 in Ken}a. as tabulated below: 

Po pulati o n b y country 

Country Flo~cr projects Vegetable projects Total 

Rwanda 2 3 

Burundi 2 2 

Uganda 15 4 19 

Tanzania 28 2 30 

Kenya 217 113 330 

Total 262 122 384 

Reg~Strars of compaJHc 

3.3 am piing 

The study sample wi ll consist of the total population of all registered farms in both Rv.anda and 

Burundi as the} are few in number. five in total. 
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In Uganda. the horticultural farms arc concentrated around and within easy reach of Entebbc (the 

main airpon). The study sample for this country \\ill be a random sample of six farms as these 

farms are m the same ecological zone and the microclimate and soil conditions arc unlikely to vary 

significantly. 

Tanzania has thirty registered horticultural farms many of which are around the Arusha town due 

the favourable climatic conditions around Arusha. The study sample will therefore consist of a 

random sample of nine farms (9% of total population) from across the country. 

Kenya is reported to have numerous horticultural farms, although only 330 are registered. These 

farms span the whole country, but a greater concentration in regions close to Nairobi and other 

major towns. A random sample of 33 fanns (I 0% of the population) will form the basis of this 

study. 

The reason for the siLes of sample populations for the three countries is to save on time as the 

distances to co\.er are vast. 

In 'iew of the varying sizes of the farms and their different locations, the sample will include 

smaJ I, medium and large farms and also across the different ecological zones of each country. 

The number of fanns in this industry was obtained from the Registrars of companies in the 

respective countries as of the 151
h June, 200 l. 

It is also understood from the Uganda Flowers Exporters Association {UFEA 's) Research and 

De,·elopment Centre, located at Nsimbe Estates on Masaka road. that some of the horticultural 

farms may have ceased operations as at April 200 I due to the low levels of exports now being 
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reported. Consequently. in order to collect data from failed farms. convenience sampling will be 

used uch farms ''ill be identified. information "ill be sought from the lending financial 

institutions and pon. ors. The sample size of failed farms will be 500/o of the total study sample in 

each case. The percentage of each sample size to total population per country ranges from 12% to 

100%. \\hich can be considered representative. 

ample by country 

Count ry Flo" er projects Vegetable Projects Total 

Rwanda 

Burundi 

Uganda 

Tanzania 

Kenya 

Total 

2 3 

2 2 

4 2 6 

7 2 9 

30 10 40 

43 17 60 

% ge of sample to total 

Count ry population 

100 

100 

32 

30 

12 

274 

The reason for a greater proportion of samples being drawn from flower farming as opposed to 

vegetable farming is because flO\\Cr farming appears to have suffered a greater setback resulting in 

many busmess closures than vegetable farming has experienced. Flowers are grown mainly for the 

export markets and experience greater competition from global players, while a bigger volume of 

vegetables is consumed locally \\ith few imports of same. Flower farms also require substantial 

investments and feasibility studtes are almost required. particularly by the lending institutions. 
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3A Data collection 

ec(!ndaf) data ''ill be obtained by collecting information from operating and failt!d !inns. using a 

truc•urt!d questionnaire that focuses on the details of the feasibility studies done and the 

performance results achieved by each finn. To increase the speed of the research. data collection 

\\ill be done by the usc of a research assistant. ''here necessary. but the researcher will personally 

'isit the smaller farms and those farms that existed but have now closed down. to gain greater 

understanding of their performance against plans. 

The questionnaire is shown in Appendix 2. and has two parts, viz: 

Part I relates to the hypothesis that there is no relationship between feasibility swdies and actual 

performance in terms of financial measures, while Part II raises questions concerning the 

hypothesis dealing with proJect planning and implementation. This analysis , ... 11 sho, .. the relative 

importance of factors considered in feasibility srudies of horticultural projects and highlight the 

constraints that hinder the effective implementation of these prOJects. 

The questionnaire will be addressed to company Managing Directors of each farm. A letter of 

introduction and request for data as well as a questionnaire will be handed over to each of the 

respective heads of the hortacultural farms who will either provide respondents or seek reaction 

from the appropriate respondents. 

In collecting the data specified above, some assumptions have been made. 

3.5 Assumptions 

(a) The researcher will access firms that have since closed down and that information from the 

O\\llers will be obtained in \\Titten form. 

(b) All projects sampled will be those that carried out feasibility studies. 
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{c) An equal number of failed and operating firms v• ill be captured in the _ample selection. 

(d) The sampling design \\ill apply as indicated v>itbout changing the de ign structure for lack 

of appropnate data. 

3.6 Data anal~si and presentation 

a) The data will be tabulated and statistJcally analyzed for differences. 

relationships/correlation, proportions and averages for the followmg factors: 

• Production y1elds 

• Sales volumes 

• Selling prices 

• Revenues 

• Profits 

• Operating costs 

• Distribution costs 

• Project capital costs 

b) Percentages and proportions for general findings for the following factors will be worked 

out: 

• Project Implementation timing 

• Project size 

• Market availability 

• Competitive action 

• Water reqUirements 
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• Disease incidence 

• Crop \ aricties 

• umber of days to crop maturity 

• Wastage of harvest 

• Management skills and experience 

• Employment levels 

• Commitment of the project sponsor 

To enrich the study, other statistical analyses such as a test of difference, ranking analysis and 

some descriptive statistics for factors like commitment of the sponsor and management skiJJs, will 

be done where appropriate. These analyses will provide information on the important management 

aspects that require to be catered for in the management of horticultural projects. 
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CHAPTER FOUR 

4.0 DatJl findings and discus ion 

Part A 

4.1 The relation hip and variation beh\-een proposed feasibility studies and actual factors 

affecting the performance of horticultural projects: 

This section aims at looking for and evaluating some of the reasons underlying horticultural 

projects failure in the Eastern Africa Region. Sampling statistics yielded a collection of 62.5% 

failed horticultural farms while the successful ones accounted for the remaining 37.5%. From this, 

it can be generalized that a large number of horticultural farms in Eastern Africa failed in the last 

ten years. 

Country Performance of Horticultural Projects 
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Apart from gross mismanagement of horticultural projects, no other significant reasons have been 

tested. Most of the reasons given have merel} been hypotheses. This study therefore, aims at 

analyzing for certain factors that account for the failure of horticultural projects. 

These factors include, production yields, sales volumes, selling prices, project capital costs. 

operating costs. logistics costs and profits. 

-t.2 Definition of Project failure or s uccess 

Horticultural projects that arc classified as successfuJ yield profits that consistently match or 

surpass projected performance as per feasibility studies. Feasibility studies usually indicate 

whether or not a project will be viable in terms of being able to make sufficient profits to meet its 

various financial obligations including providing a dividend to its shareholders on a consistent 

basis save for occasions when unexpected events, that erode profits. come into play. However. 

such events are seen to be re-dressed at future periods so as to return the project to profitability. 

On the other hand, failed projects do not yield the projected profits and fail to have the financial 

abiJit} to meet their obligations on a consistent basis. Essentially, such projects make a loss year­

on-year. 

Based on the analysis carried out, yields responded sensitively to water stress and crop diseases. 

This also resulted in lower quality of the crop produce. With reduced yields and poor quality 

products. prices and hence profitability tended to get affected adversely leading to project failure. 

Operating and logistics costs running higher than projected will result in losses that could lead to 

project failure if not controlled and managed. Higher project capital costs had the effect of 

increasing interest repayments and necessitating higher provisions for depreciation. If left 
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unchecked. runawa) capital expenditure could lead to project failure for being unable to meet its 

debt repa) ments . 

. tJ Factors that influence the performance of a project 

The follov.ing summary highlights the factors that have an influence. either individually or in 

combination v.ith other factors. on the profitability of horticultural projects and hence the success 

or failure of such projects: 

Crop Yield 

1\ccording to the responses provided by the interviewed persons, 98.2% of them indicated that 

actual crop )ields have not at all been in line v.ith what was forecast in the feasibility studies. Only 

a handful, 1.8%. matched performance as per feasibility studies. 

Are the total crop yields in line with feasibility studies * 
Performance of the horticultural project Crosstabulation 

% of Total 

Performance of the 
horticultural project 

Success Failure 

Are the total crop yes 1.8% 
y1elds 1n line w1th 
feasibility studies no 35.7% 62.5% 

Total 37.5% 62.5% 

Total 

18% 

982% 

100.0% 

When the response on actual crop yields was related to projects' performance. it was found that 

projects ~hose total crop )ield was in line with the feasibility studies and succeeded constituted 

1.8% of all the sampled projects. The proJects that succeeded in this regard were 35.5%. None of 

42 



the projects that had their actual yields in line with the feasibility studies failed. Conversely, the 

projects that had actual total crop yields deviating from the feasibility studies resulted in 62.5% of 

them failing. 

Total Sales 

In tenns of forecast perfonnance of the projects, when total sales were taken into account, a 

similar pattern with what was obtained from the perspective of crop yields was observed. 

Are the total sales In line with feasibility studies 

yes 1.82•!. 

no 98.18-t. 

At least 1.8% of all the projects had the actual sales tallying with the 

forecast in the feasibility studies and the remaining 98.2% indicated 

otherwise. 

1.8% of successful projects had the actual sales being 

similar to the sales figures proposed in the feasibility studies. Even though some projects' sales 

perfonnance did not tally with the feasibility studies, 34.5°1o of projects are so far successful. The 

remaining 63.6%, which constituted the majority of the sampled projects had their sales 

projections differing from the actual figures achieved and these projects also failed. 
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Selling Price 

Selhng pnce per unit of horticultural products is another useful indicator. From the sampled 

projects, 1.8% had their actual selling 

prices Vet) similar to those shown in the feasibility studies. 

are the toUII selling prices same as Indicated in the feasibility studies 

yes 1.79% 

98.2% indicated that actual selling prices differed significantly from 

the ones stated in the feasibility studies. Consequently, 1.8% of the responses indicated that actual 

selling prices of the products and those indicated in the respective feasibility studies resulted into 

60% .. 
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Total selling prices same 
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Success Failure 
Performance of the 
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successful ventures. Nonetheless, 35.7% of the projects have been found to be successful despite 

the actual and feasibility study prices differing. 

62.5% of all the responses have shown that even though the actual and stated selling prices did not 

match, the projects still failed. 

Project Capital Costs 

In tenns of project capital costs, the variation between the responses favoring differences or 

similarities between actual figures and stated values is minimal. 46.4% of respondents agreed that 

there were major differences between the actual project costs and the proposed ones. 

48.2% indicated no major differences and 5.4% did not respond. 

Project Capital Costs lnllne with Feasibility Studies 

no 

When these results were cross-tabulated with the incidence of either the success or the failure of 

horticultural projects occurring, a rather different picture of the state of the projects emerged. Out 

of the successful fanns (=37.5%, n = 56) 26.4% indicated that their actual project costs tallied with 

what was observed in the feasibility study. However, 9.4% of the successful farms indicated the 
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opposite. Of all the projects that have failed so far, 22.6% had their project capital costs being 

similar to those that were forecasted while 41.5%, which fonn the majority, indicate that there was 

a difference between forecast and actual project capital costs. 

Project Capital Costs lnllne with Feasibility Studies * 
Performance of the horticultural project Crosstabulation 

%of Total 

Performance of the 
c 

horticultural project 

Success Failure 
Project Capital yes 26.4% 22.6% 
Costs inline with 
Feasibility Studies no 9.4% 41 .5% 

Total 35.8% 64.2% 

Total 

49.1% 

50.9% 

100.0% 

The impact of project costs is realized through depreciation expense, interest on borrowed funds 

and/or the opportunity cost of the capital expenditure funds. 

Operating costs 

7.1% of all the responses show that operating costslba for the projects were similar between 

Operating cost per ha In line with feasibility studies 
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forecast and actual \'alues. 91.1% on the other hand explains that forecast figures and actual 

\alues for the implementation of these projects differ sigmficantly. There ''as no respon ·c from 

1.8% of the sample population. 

Out of the successful ventures. 7.3% indicated that operating costs per hectare were simi lar 

between fo recast and actual figures while 30.9% indicated the opposite. On the other hand. aJI of 

the fai led \'Cnlures. which constitute 61.8% of all the sampled proJects. had their forecast figures 

differing considerably (higher in all cases) with observed \alues. 

Operating cost per ha in line with feasibility studies • 
Performance of the horticultural project Crosstabulation 

% of Total 

Performance of the 
horticultural proJect 

Success Failure 
Operating cost yes 7.3% 
per ha in line with 

no feas1b1llty studies 30.9% 61.8% 

Total 38.2% 61 .8% 

Logistics co t 

Total 

7.3% 

92.7% 

1000% 

As a factor influencing projects' performance, logistics costs had a rather different orientation. 

98.2% of all the responses indicated that logistics costs/kg were not any similar as far as forecast 

and actual figures are concerned, and 1.8% constituted the non-responses. Although this is the 

case. the anal)sis still shows that 38.2% and 61.8% of the projects succeeded and failed 

respectively. due to other reasons. 
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logistic Costs/kilogram inllne with Feasibility Studies * Performance 
of the horticultural project Crosstabulation 

%of Total 

Performance of the 
horticultural project 

Success Failure Total 
Log1stic no 
Costs/kilogram inline 38.2% 61.8% 100.0% 
with Feasibility Studies 

Total 38.2% 61.8% 100.0% 

Profit Levels 

The actual profit levels that matched those indicated in the feru;ibility studies accounted for only 

10.7% of the projects studied. The balance, 89.3%, show that both the expected and observed 

profit levels differed significantly. 

Do profit levels match the projected levels ? 

While 10.7% of the projects succeeded having their profit levels matching those indicated in the 

feasibility reports a further 26.8% of the projects still succeeded even though the estimated profit 

levels did not match what was indicated in the feasibility studies. 
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62.5% of the projects failed. this being in line with the fact that their estimated profit levels were 

different from what was proposed in the feasibility studies. 
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Crop yields and Sales VoiJY ear 

I 

Failure 

The problem associated with crop yields and sales volumes per year manifests itself in various 

ways. According to the interviewed managers, it was indicated that high disease incidence, 40%, 

represents the major problem. 20% of the respondents explained that poor project management 

results in the differences between proposed crop yields and sales volumes and the actuals realized 

Evidence of water stress also impacts significantly on the projects' actual performances. This 

accounted for 25% of all the responses provided. Lack of trained personnel was cited by 1.5% of 

all the responses while lack of finances and small-scale size of operations were cited by 1.7% of 

all the responses. 
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Lon price 

The major problems associnted with differences in prices that \\Cre expected at the initiation of the 

projects and current market prices have been explained in different ways. The managers 

intel'\ iewed consented that the quality of products is key to success. This view was represented as 

4 l 5° o of the responses. 33.3% of the respondents further added that a general reduction in 

''orld\\ide prices is on the mcrease and 26.2% alluded to the reduction as being due to stiff global 

competition, wruch would essentially lead to a reduction in effective prices achieved. 

Cots 

The costs associated with the project as mentioned above have not matched the ones in the 

feas ibility reports. Basically, the proposed cost figures are far too 10\'v as compared to the current 

proJect costs. This has mainly been attributed to freight and transport charges. which according to 

the managers accounted for 39.7% of the responses provided by the managers. 17.9°/o of them also 

indicated that poor project management skills, has led to the increase m project costs. 16.7% cited 

that overall project costs have increased as a result of the high frequency in disease incidences. 

10.3% also explained that crop maintenance has also led to high costs of operations. The 

remaining 15.4% generally were in the increase possibly due to high marketing costs in the market 

place. 

De cripti\ c tatistics 

From a general perspective. costs have recei\ed a lot of attention from managers of horticultural 

farms. To further shed light on this problem. these managers were asked on their attitudes 

concerning some critical issues about project costs. These attitudes were measured using a four 
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point Liken ·cale ranging from strongly agree to strongly disagr\!e. In terms of input costs rising. 

6i.901o strongly agreed. 25.0% agreed. \\hilc 5.4% disagreed and 1.87% did not have any opinion. 

Passing cost increases through to the customers has been seen to be hard. consequently posing 

major pressure to the projects. In this respect. 55.4°/o strongly agreed. 41 .1% agreed. 1.8% 

disagreed and only 1.8% did not hold any opinion. 

In the general sense, market prices for horticultural products have declined over time. This has 

also introduced a lot of cost pressures on these projects. 58.9% of the respondents strongly agreed 

lhat the market price of their main product had decreased, 28.6% agreed. 10.7% disagreed and 

1.8% did not hold any opinion. 

orne farm managers have tended to think that their overall project costs are higher than their 

competitors·. 21.4% of them strongly agreed. 48.2% agreed, 28.6°/o disagreed and only 1.8% did 

not have an) opinion. 

From the abo\e attitudes measurement. each of the following measured aspect. cost pressures had 

a mean score. Rising input costs had 1.4 (strongly agree). liard to pass cost increases to customers 

had 1.5 (agree). The faJling market price for the main product had 1.5 (agree). while costs being 

h1gher than that of competitors had 2.0 (disagree). 

4.3.1 \Vilcoxon ign Rank Test 

The distribution of forecasted figures and actual values of production yields, sales volumes, selling 

prices. project capital costs. operating costs. logistics costs. and profits were tested for significant 

d1fferences. The Wilcoxon Signed Rank Test was used because it assumes no prior data 
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. pecifications as oppo ed to a paired sample T-test. In this case. it is vital to test for the 

ignificance of the po. ible variation in forecast and actual values. The fo llowing results shO\\ the 

Z value. \\hich represents the sum of the ranks for the less frequent sign and their significance 

values mall significance values (<0.05) indicate that the forecast values are diiTcrent from the 

distribution of actual figures. 

Wilcoxon Signed Ranks Test Statiitics 

Total crop yields actual- Total crop yields forecast 

Total sales actual- Total sales forecast 

selling price actual - selling price forecast 

Project cost actual - Project cost forecast 

Operating cost/ha actual - Operating cost/ha forecast 

Logistic Costs/kilogram actual - Logistic Costs/kilogram 1 

profit levels actual - profit levels forecast 

a Based on pos1t1ve ranks. 

b Based on negat1ve ranks. 

c Wilcoxon S1gned Ranks Test 

z 
5 501 8 

60838 

6.1008 

4 .832b 

5239b 

6 501b 

60248 

symp. SiQ. (2-tailec 
.000 

.000 

.000 

.000 

.000 

.000 

.000 

From the results table above. it is clear that for all variables there are significant d1fferences 

between the forecast and actual values. It can be concluded that, all projects do not have similar 

fo recast and actual values. This may result possibly due to poor feasibility studies done prior to 

project implementation. ft is also possible that the implementation of these projects docs not match 

the plan and feasibility expectations. 

4.3.2 Regres ion and Correlation Anal) is 

It is expected that even if forecast values differ from actual results. they are also supposed to give 

an indication of the possibility of an increase or a decrease m actual values. It IS not clear if 
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forecast value have any relationship with actuaJ values in that if the two have a positive or 

negame rclation:-;hip. To do this. regression techniques \\Cre employed to asse. s the nature. 

direction and trength of the relation ·hip. Forecast values arc h) pothesized to influence actual 

,-aJues hence they are independent and dependent respectively. The results are tabulated below. 

Relation bip Estimated least squares model R 

( rop ~ields (CY) A(CY) - 180.4+0.60 I F(CY) 0.928• 

Total ales(T ) A(TS) - -146.2+0.712F(TS) 0.997• 

. elling Price(SP) A(SP) = 3.2-0.001 F(SP) 0.065 1 

Project Cost (PC) A(PC) = 430540 1- J.747F(PC) 0.397 1 

Operation Cost(OC) A(OC) = -I 06. 7+ 1.26F(OC) 0.987• 

Logistic Costs (LC) A(LC) = 1. 16+0.481 F(LC) 0.518 1 

Profits (P) A(P) - 2146.5 ., 0.29f(P) 0.491 1 

Where. 

A= Actual 

f= Forecast 

From the table above. crop )ie1ds (R 0.928). total sales (R 0.997) and operating costs (R= 

0.987) have very strong relationships between what was forecasted and the actual values. From 

the information collected, it is possible to relate models in the table above. 

On the other hand selling price (R-'- 0.65), project cost (R= 0.397). logistics costs (R 0.518) and 

profits (R= 0.491) have relatively low correlation values. Hence for these variables it is not 

plausible to use the above models to predict possible actual values. 
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Commenis on declinin~ profits 

From the assessment of profit levels. it is clear that forecast profit levels are not only different 

from actual numbers. but they are also lO\\er. The managers \\hO \\Cre intcrvie\\ed responded 

variousl) as to the major reasons leading to such a pattern. 43.7% of them indicated that declining 

market prices \\35 a major cause. 28.7% attributed this to low yields. l3.8°'o indicated that high 

operating costs reduced the net profit. 4.6% stated that low economies of scale discouraged the 

profit benefits of small farms, while 3.4% of them attributed this to poor project management. 
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Part B 

~. ~ Relationships and Variations of the factors that affect project performance - Pre and 

po t project implementation considerations 

\e\eral factors including key indicators of the performance of a horticultural project ha\ e been 

lno\m to change afier the project has been implemented. This section aims at ~:valuating key 

l<ictors that impact on project performance. The approach adopted in this case is a comparative 

one. Emphasis is put on examining the relationship and/or variation of forecast figures and actual 

values of both qualitative and quantitative dimensions of these factors. The main factors 

considered by this s tudy include, project size, competitive action, water requirements, disease 

incidence, crop varieties, number of days to crop maturity. wastage of harvest, em plo}'ment levels 

and commitment of the project sponsor. 

Project ize 

17.9% of the mangers indicated that the current project sizes were in line with feasibility study 

propositions \\rule 82.1% stated that their current project sizes were not as indicated in the 

feasibil ity s tudies. The eiTect of project size on the success or failure of a project had mixed 

reactions. Out of the successful projects (37.5%), 7. 1% had the forecasted project s ize being in 

line with the actual site. fhe rest, 30.4%, that succeeded did not have the actual project si:tc being 

in line with the forecast. Out of the 62.5°/o of the projects that have so far failed, 10.7% had their 

initial sizes being the same as the actual ones. fhe rest. 51.8%, had the converse of this. This 

tndJcates that some successful projects expanded. Thus lack of economtes of scale IS generally 

seen to be related with low turnover and profitability and hence failure of some of the prOJects. 
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Competithe Action 

The major factor that can determine the success or failure of a project is the magnitude of 

competition being posed by simi lar projects. As a matter of fact, 85.7% of the managers 

interviewed had correctly estimated competitive action, while 12.5% made errors in respect of the 

S3.me. 1.8% were not sure if they had or had not estimated correctly the competition. 

Consequently, respecting success or failure of a project, correct estimation of competitive action 

has some major effect. 
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competition in line with feasibility studies * Performance of the 
horticultural project Crosstabulation 

%of Total 

Performance of the 
horticultural oro1ect 

Success Failure Total 
competition 1n line yes 30.4% 55.4% 857% 
with feasibility no 7.1% 5.4% 12.5% 
studies no response 1.8% 1.8% 

Total 37.5% 62.5% 100.0% 

Out of the farms that are successful 30.4% and 7.1% had estimated competitive action properly 

and erroneously respectively. On the other hand out of the failed projects 55.4% still had assessed 

future competition properly while 5.4% had not. The managers who did not respond \\ere from the 

failed projects. 

It seems that increases in the number of growers both locally and internationally introduces a Jot of 

competition. This viC\.\ was represented b) 58.9°1o of all the respondents. The rest of the responses 

gaven \\ere not at aJI related to the competition effects on implemented horticultural proJects 

Water Consumption 

Availabilit} of abundant \.\>-ater is essential in the location of horticultural projects. Depending on 

the project size. the varieties of crops. just to mention a fe\v, the volume of water to be used can be 

easil} estimated. HO\\ever, according to this study, the converse holds. Only 17.9°/o of all the 

respondents consented that their actual water consumption levels \\ere similar to those prcdacted 

b~ the feasibility studies, 78.6% disagreed, and 3.6°/o did not have any opinion in this regard. 

When the responses on v~ater consumption v.ere cross tabulated with either success or failure of 
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the existing projects, it was found out that when the water consumption was in line with the 

feasibility studies, 16.7% and 1.9% of the projects succeeded and failed respectively. When water 

consumption was not in line with the feasibility studies, 18.5% and 63.0% of the projects failed. 

Performance of the 
horticultural project 
•success 
.Failure 

yes no 
water consumption in line with feasibility studies 

Di ease Incidence 

D1seases are known to reduce overall crop yields resulting in lower production. All farms realized 

an outbreak of diseases. However, 94.6% of the responses have indicated that the predicted 

frequency of disease incidences matched the realized ones. Only 5.4% of the fanns had the 

predicted disease incidence varying considerably from the actual occurrences of the diseases. All 

of the successful farms (37.5%) had the forecasted disease incidences matching the actual ones. 

Out of the farms that have so far failed 57.1% still had forecast disease incidences matching actual 

ones while only 5.4% of the failed farm had an inverse pattern. 
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At the start of a horticultural project, a manager is often aware of the different varieties of crops to 

grow. In this respect it was found out that 92.9% of all farms sampled had the number of crop 

,·arietJes planned for at the outset matched the actual numbers. OnJ y 7 .I% did not match. When 

this was related to the performance of the projects, 33.9% and 3.6% of the successful farms had 

the forecast number of crop varieties matching and differing respectively with the actual numbers. 

Out of the failed farms, 58.9%, and 3.6% had the forecast number of crop varieties matching and 

differing respectively with the actual ones. 
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crop varieties in line with feasibility studies • Performance of the 
horticultural project Crosstabulation 

%of Total 

Performance of the 
horticultural project 

Success Failure Total 
crop varieties in line with yes 33.9% 58.9% 92.9% 
feasibility studies no 3.6% 3.6% 7.1% 
Total 37.5% 62.5% 100.0% 

Period to crop maturity 

From agricultural studies, managers are usually aware of the time taken for crops to mature. 

However other external factors such as disease incidence, water stress, crop maintenance. etc. may 

lead to a change in the duration a horticultural crop needs to mature. 26.8% of the managers 

commented that the expected crop maturity duration was in line with what was recommended by 

feasibi lity studies. The rest, 73.2%, were opposed to this view. According to the farm that 

matched both forecast and actual values, 21.4% and 5.4% succeeded and failed respectively. Out 

of the ones that thi s period differed between forecast and actual figures 16.1% and 57.1% 

succeeded and failed respectively. 
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crop maturity in line with feasibility studies • Performance of the 
horticultural project Crosstabulation 

%of Total 

Performance of the 
horticultural proJect 

Success Failure Total 
crop matunty in line with yes 21 .4% 54% 268% 
feastbihty studies no 16.1% 57.1% 732% 
Total 37.5% 62.5% 1000% 

Wastage of Harvest 

Due to quality requirements, most farms arc forced to discard produce of lower quality. llowevcr. 

tlus phenomenon does not seem to display itself prominently with regard to the farms sampled 

although 2 1.4% of all the managers consented to this happening and 75°/o of declined while 3.6% 

did not hold any opinion to\\ards either side. When this was related to the overaJI project 

perfonnance. 20.4% and 18.5% of successful farms had this wastage matching and \ar) ing when 

forecast and actual volumes were compared respectively. Accordingly, 1.9% and 59.3°'o of the 

tailed projects had such a variation m wastage predictability. 

product wastage in line with feasibility studies • Performance of the 
horticultural project Crosstabulation 

%of Total 

Performance of the 
horticultural orotect 

Success Fatlure Total 
product wastage tn line yes 20.4% 19% 22.2% 
with feastbiltty studtes no 18.5% 59.3% 77.8% 

Total 38.9% 61 .1% 100.0% 
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Emplo} ment Levels 

_8.6% of all the managers indicated that the labor force \\CIS exactly as proposed in the feasibility 

5tUJies. 71.4% indicated otherwi wCo Out of the successful projects. 21.4% and 16.1% indicated 

employment levels in line with feasibility studies • Performance of the 
horticultural project Crosstabulation 

% of Total 

I 
Performance of the 
horticultural project 

Success Failure Total 
employment levels m line yes 21.4% 7.1% 28.6% 
with feasibility studies no 16.1% 55.4% 714% 
Total 37.5% 625% 100.0% 

that there \\as a match and mis-match respectively between fo recasted and actual employment 

\\ben the failed proJects were considered, 7.1% and 55.4% had a match and mis-match 

respective)) . The main reason for this was due to the fact that most of the farms registered an 

mcrease in the sorting and grading of the products. This view was represented by 62.5% of the 

managers while 37.5% of them gave no response. 

Commitment of the project sponsor 

Project sponsors. as per the findings of this study. do not spend enough time on their farms. Onl} 

28.6% of them have been found to do so. The rest. 71.4%, do not appear to give much attention to 

their projects. When this issue was related to the performance of horticultural projects successful 

farms were only 23.2% and 14.3% where the sponsor spent most of the time and spent least time 
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rt--1"'1eeti\ely on the farm. Out of the failed farms 5.4% of the sponsors spent time on the farm 

\\hile the rest. 57 1%. did not spend much time on the farm. the reason being that such sponsors 

hare busmesses elsewhere. The farms affected are at least 58.9% of the total number. 7.1% 

indicated that the sponsors are general!) c lsev .. here away from thctr proJect farms. Only 14.3% of 

the sponsors seem to be dedicated to their project farms. 

project sponsor spending time on the farm • Performance of the 
horticultural project Crosstabulation 

% of Total 

Performance of the 
horticultural project 

Success Failure Total 
project sponsor spending yes 23.2% 5.4% 28.6% 
time on the farm no 14.3% 57.1% 71 4 % 

Total 37.5% 62.5% 100.0% 

4.-tl \ViJcoxon ign Rank Test 

The difference· in distribution of the following factors in terms of forecast and actuaJ values were 

Wilcoxon Signed Ranks Test StatistiC's 

z Asymp. Sig. (2-tailedl 

proJect size actual - project size forecast -2.366° .058 

water consumption actual - water con sum pt1on forecast -3.456• 001 

Disease inc1dence actual - 01sease incidence f orecast -6.331b .000 

crop varieties actual - crop varieties forecast -1.841b .066 

product wastage actual - product wastage forecast -6 229b 000 

employment actual - employment forecast -5.347b .000 

a . Based on pos1t1ve ranks. 

b. Based on negative ranks. 

c. Wilcoxon Signed Ranks Test 
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tested using the Wilcoxon ign Rank test. The major factor::; in consideration \\Crc project size. 

water consumption levels. disease incidences. number of crop varietie:s. product wastage and 

emplo)ment levels. The following re ults shO\\ the Z \alue. \\hich represents the sum of ranks for 

the less frequent sign and their significance values. Small significance values ( <0.05) indicate that 

the forecast values arc different from the distribution of actual figures. 

The abo"e results indicate a varied pattern of similarities and differences in the distribution pattern 

of the factors. 

Water consumption. disease incidence. product wastage and employment levels have asymptotic 

significance levels of zero. This means that for the above factors. forecast values differ 

significantly from the actual values. 

On the other hand. project size and crop \arieties have asymptotic significance levels of0.058 and 

0.066 respectively. The:,e levels are greater than 0.05. This means that the actual figures 

presented in the fcas ibilit> studies are ver> similar to the realized ones. It seems that the above 

factors are the only ones that have been so far forecasted realistically 

~.4.2 Regrc sion and Correlation Analysis 

Regression and correlation techniques were employed in this case to assess the nature and the 

strength between forecast and actual values of the distribution. As in the previous sections, 

forecast values were hypothesized to influence actual project values. Actual values \\ere taken to 

be the dependent while forecast values were taken to be the independent variables. 
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The follO\\ing are the regression calculations: 

Relation hip 

PrL 1ect stze (PS) 

Waler consumption (WC) 

Disease Incidence (01) 

Crop varieties (CV) 

Crop maturity (CM) 

Product v.astage (PW) 

Employment levels (EL) 

Where. 
A==Actual 
F=Forecast 

Estimated least square model 

A(P ) 0.713+l.Ol2F(PS) 

A(WC) == 41 .908-0.004F(WC) 

A(DI) - 2.571._0.6-t3F(Dl) 

A{CV)- 0.699 .. 0.843F(CU) 

A(CM) == 1.656+ 1.162F(CM) 

A(PW) - 5.332+0.693F(PW) 

A(EL) == 64. 759+0.888F(EL) 

R 

0.989· 

0.030• 

0.3471 

0.706' 

0.963 1 

0.117• 

0.375• 

From the table above. only project size (R = 0.989). crop varieties (R .-. 0.706) and duration to 

crop maturit) (R 0.963) have high correlation levels. This means that forecast values give a 

good picture of the actual values that \.\-;11 result. Thus the estimated models can give a good 

picture of what would be the approximate actuaJ figures. Consequently, water consumption, (R = 

0.030). disease incidence (R.,.. 2 0.347). product wastage (R -- 0.117) and employment levels (R = 

0.347) have got very low correlation values, hence their distribution actually differs in 

characteristics. 
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Part C 

.l.5 In ight into better trategies to ensure the succe s of horticultural projects 

-l.S.l Descripti~c Results 

This section covers some of the insights of the managers of aJI the farms visited to be applied as 

ke~ strategies that a new venture should consider before starting a horticultural project. The 

anirudes were measured on a 5 point Likert scale ranging from least important to most important. 

Previous starl-up experience 

With regard to previous start-up experience, 3.6% thought it was an important issue to consider. 

35 7% indicated very important while 60.7% indicated that prior project experience is a key to 

successful horticultural ventures. The mean ranking was a 5 equal to most important. 

Prerious professional Experience 

1.8% of the interviewed managers thought this was just important. 35.7% thought this was very 

important. A majority of 60.7% also indicated that previous professional experience merits weiJ in 

considering to starting a ne'v\< horticultural venture. The mean ranking was 5 equal to most 

important' . 

A f!OOd team 

I .8% thought that this was vital. 76.8% registered very important while only 2 I .4% thought that a 

good team is essential ly needed in coming up with successful new ventures. The mean rank was 4 

equal to very important. 
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A good project must have a management team that has the necessary skills, competence and depth 

and not a "one-man .\·hou " The key individuals should be able to work \'I."Cll with staff. labour 

unions. local authorities and government. 

Capable replacements should be available in the event a key manager leaves. 

Commitment of the \ponsor 

32.1% of the inten.iev.ed managers thought that this was very important whilst a majority of 

67.3% indicated that commitment to the project is the most important ingredient. The mean 

ranking was 5, v.hich is equal to most important. 

Luck 

S3.~~ thought that luck was a least important consideration. 12.5°/o thought it was somewhat 

important. Onl} a handful of 1.8% thought luck was an incentive to successful projects. 'Ibe 

main ranking was 1 equal to least important, although farmers who depend on rain-fed crops see 

luck as crucial depending on the availability of rains. 

l..tlhor \lanagement 

3.6% indicated that this was important, 90.9% thought that it was very important while 5.5°/o 

indicated that really labor management was a crucial aspect to consider when starting up a 

horticultural project. The mean ranking was 4, which is equal to very important. 
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Financial Management 

3.6°• of the managers indicated that this was somewhat important. 66.1% thought this was 

important, 26.8% and 3.6% registered very important and most important respectively. The mean 

ranking was 3, which is equal to important. 

Attitudes on Strategies for Successful Project Performance 
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Working capital management 

Mean 

Variables 
• previous start-up experience 
• previuos proffesslonal experience 

• a good team 
• commitment 
.luck 
0 labour management 
• financial management 

Relying on very expensive, short-term, local currency financing often proves fatal, especially in 

environments where real interest rates are very high. 

Lack of an assessment of raw material inventory levels and their costs, receivables and their aging, 

assessing business drivers in the horticultural sector and determining selling price assumptions 

with breakeven points in order to understand whether the project will succeed or fail, looking at 

likely key success factors of the project and how to sustain them, conducting a saturation analysis 

to understand at what per capital income consumption ceases to grow with income, maintenance 

and periodic refurbishment of capital equipment and installations, understanding profit/cash 
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leakage:-. through saJe:s made \ ia sponsor-0\med entitie:s, an idcnti fication of trouble spots. and 

Joing an options analysis, that is, establishing the options available to phase the project so as to 

reduce Implementation risks or to postpone discrete portions so the project can better sunwc 

major ad\erse conditions should they arise, all provide for chances of project survival in the 

longer-term. 

Marker & Afurketing 

Thi! difficulty of developing market assessments in emerging market environments greatly 

increases this risk. Often the basic data on which the assessments are dravm are unreliable. and the 

general economic environment may be far less stable and less predictable than in more advanced 

economies. 

Local vs. C:'\port markets: Products for a local market normally have an inherent advantage, since 

their transport costs are typically lower than those of their foreign competitors. Conversely, 

producers for export markets are at a distinct disadvantage because their competitors, who are 

producing in the importing markets, will normally have a transport advantage over them. 

~1arkct forecasts are the basis on which financial forecasts arc developed. Those market forecasts 

should. therefore be guided in part by past trends: historical demand (quantities and prices). 

domestic sales and exports; historical supply (quantities and prices), domestic production and 

imports. rcliabilit} of historical market data; rdationship of demand to macroeconomic variables 

(GDP. GOP per capita); relationship between product demand and product prices (elasticity): 

relationship between the cost of raw materials and product selling prices; cross-country factors 

!J)\:r capita incomes and consumption levels in other countries): regression analysis (determinant 

factors. correlation. confidence le\ els). 
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Ol-erpromisin~ and umlerdeliwring: Too many small-business owners tend to land the job first 

and ''0~ about the logistics later. \\hether they are negotiating a contract for services or 

aJvenising a product. It is better to .. underpromise and overdeliver. 

Competillon 

Despite the importance of historical information, historical trends can never be accepted as 

necessarily indicative of continuing trends and relationships. Too often, market assessments do not 

adequately reflect or anticipate the reactions of other suppliers (competitors) in the target market. 

Prices 

A feasibility study will analyze the prevailing prices for the product in the target markets. But it is 

a folly to assume that current prices will prevail in the future without much more analysis. 

Project management costs 

\\'hile project management costs are related closely to the project implementation timing, they 

become much more significant if the project implementation is delayed. 

Srart-up expenses 

In many. if not all projects, the suppliers' responsibilities cease once they have passed limited 

production/yield tests. Even if the machinery and equipment are working perfectly, however, it 

\\ill take time. labour (due to learning curve effects) and materials to produce at commercial 

le\'els. The initial stages inevitably have some material waste and unsaleable final product. The 

potential impact of start-up expenses on project costs will depend on the contractual 
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reso-,nsibilities of the uppliers of the raw materials. and the quality and experience of the labour 

a\t. table 

Coni rngencies 

Each capital cost may \\Cll have a dinercnt level of confidence and therefore a different allowance 

for contingency, which must be considered carefully during each feasibility study. 

~ lost projects in Eastern Africa arc managed by the promoters themselves in an endeavour to save 

costs. but the intended results arc hardly achieved resulting in serious cost over-runs. 

Su.uainability 

~~an~ people see growth and sustainability as in conflict. However. if finns can truly become 

better. more profitable businesses through improving their environmental. social and corporate 

go\emance performance, then the prospects for sustainable growth are much brighter. 

4.5.2 Discrimina nt analysis results 

Discriminant analysis was used to determine the most important variables that could correctly 

d1scnminate between successful and failed projects based on the forecast and actual values of the 

measured variables. 

The results indicate that \vhen forecast figures were considered only profit was the discriminating 

\'ariable. This correctl) classified the projects into successes or failures when compared to original 

groupings by 66.1 %. 
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On the other hand. when actual figures were considered. project \ ... "3Stage and project capital costs 

were the most influential discriminators, resulting to a 78.6% correct classification results of the 

original groupings. 
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CHAPTER FIVE 

5.0 Conclu ion and Recommendations 

5.1 Conclusion 

A feasibilit) stud} is recognized as one of the most important tools for project assessment to 

ensure all aspects of a project are evaluated so as to determine if the project would be viable or 

not. espectaUy for new ventures and additional investments to existing projects. fhe use of 

feasibili t) studies has become widespread even among the not so sophisticated in society. The 

des1re ro apply this tool has been prompted by the high frequency in project failures that result 

from lack of understanding of various factors that have an influence on a project including its 

implementation requirements. management and market dynamics. 

The horticultural sector has. probably. witnessed the greatest number of casualties in recent times 

due to a lack of knowledge and experience in commercial growing of horticultural products and a 

dismclination to seek expert advice. Too much was taken for granted, with unrealistic costs for 

crop establishment. cash flows and the resulting profitability/ loss. Despite there being prior know­

hov. in the preparation of feastbility studies. it would appear that a number of promoters failed to 

adhere lO the lessons of experience of the already failed farms. In addition, some of the sponsors 

had sought assistance for this technical evaluation from consultants with no local experience. 

Furher. the consultants. v•ho did not carry out variety trials, recommended planting varieties 

''hich v.ere not only unsuitable for the various climatic conditions, but their viability was 

doubtful. A basic problem for growers was to select the correct varieties that suited the conditions 

or a country and which were also in demand. This resulted in low yields and quality, hence poor 

marl-.etabi I i ty. 
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Pnces for various horticultural products from Eastern Africa were so low compared to other 

competing countnes that local growers were operating below the break-even point. Export prices 

Jn pped by more than half. in some instances, which completely negated growers' feasibility 

stuJ1es to lending institutions. Consequently. lending institutions in some cases, shortened the loan 

pa~-back periods which resulted in many companies abandoning horticultural products and some 

\\Cnt into receivership, \\bile many small growers \\ho supplied these companies became 

de~tltute. 

By not adequatel} understanding the dynamics of the industry many growers found themselves in 

deep trouble. with highly optimistic projected returns. For example. several feasibility studies 

proJected an average of $0.35 cents per stem of flowers, while the price realized was $0.08 to 

SO.IO cents . 

Banks also contributed to the problem, since their method of calculating suitability for a loan was 

based on high returns. which growers then incorporated in their loan applications. Banks and other 

lending institutions also did not have experienced staff to assess growers' loan applications in an 

industry that was new to the region, and yet capable of a large contribution to the countries' 

foreign exchange earnings. 

Financial institutions (Fls) did not appear to have had sufficient internal technical capacity to 

independently appraise the projects' feasibility studies. neither did they attempt to secure outside 

experts to verify what had been presented to them by would-be investors. 
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It was found out that errors were also made by the Fls during the loan processing procedure. 

which tog~.:ther with the necessary documentation were often quickly approved. However. there 

wn. then a long period before the funds were made available and the projects commenced. v.hich 

re ;ulted in additional costs as the period for the firm quotations upon which the feasibility studies 

based thc1r project costs had elapsed and new higher prices were being charged for capital 

equipment. Additionally. the four to live year loan period was found to be short for a new 

industr), especially in the agricultural sector. 

Further. the currency in which loans were denominated was, usually US Dollars, while sales 

rect:lpts from auctions were often in Dutch Guilders. This exposed the projects to currency 

tluctuauons of up to 100/o. generally in favour ofthe US Dollar. Growers then had to convert the 

Guilders into Dollars since the former arc not legal tender in Eastern Africa, and finally into local 

currencies. paying a commission on each transaction. 

Pro1ccts v•ere also badly affected by the El Nino weather; greenhouses were severely damaged by 

\CJ) high v.inds and torrential rain. Repairing the greenhouses and replacing plants imposed 

additional costs not covered in the original proposals. The Fls. hov,:ever, made no allowances for 

natural disasters and demanded strict adherence to the conditions and schedule of loan repayments. 

From the results obtained, relationships between feasibility studies and actual project performance 

ind1cate that these relationships are strong betv.reen the following factors: 

Crop yields. which determine an economical level of production per hectare of land; total sales, 

'' hich determine an economicaJ scale of land mass that would provide economies of scaJe; 

opcratin~ costs \vhich highlight a cost level per hectare above which one cannot go without having 
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to impact ad\ erscly on the performance of a project: and product price, which results in either a 

protit or a loss 

The key determinants to profitability include price. volume, quality and controlled costs. Most of 

Eastern Africa's horticultural products go to the European market through the Dutch auctions 

where they fetch very low prices because of quality problems. Quality is affected by poor gro\.ving 

conditions. which include lack of adequate water for the plants, repeated incidences of disease 

outbreak, inadequate plant nutrients and poor post-harvest practices. These arc issues that are 

purely of a management nature that translate into high production costs, low prices and low 

5.2 Recommendation 

5.2.1 The banks. through some appropriate Government departments, should source long term 

credit to assist pioneers in the agricultural sector. to allow for natural disasters and for expansion, 

since many of the larger projects already have the infrastructure capable of supporting bigger 

operations. 

5.2.2 The horticultural sector is encouraged to take weather insurance in order to improve the 

economic stability of weather sensitive enterprises through the Global Weather Risk Facility 

(GWRF) against crop risk failure owing to drought or severe weather. Weather hedges, or 

derivatives. protect a range of industries against weather-related damages, most notably in the 

agriculture and energy sectors. The hedges also help farmers manage their crop failure risk and 

make them more creditworthy- co11tacts: Aquila /11cl., through the International Finance 
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Corporation (IFC). 

5 ~ 1 GrO\\\!rS need to find a \\ay of selling their products directly into thc1r markets because of 

the higher pnces offered. instead of going through intermediaries or brokers whose interests do not 

necessarily reflect the expectations of the producers. This can be done by forming a selling 

organization that everyone subscribes to and one that can access the market directly. 

5.2.4 Feasibility studies should be prepared by people with good experience and ha\'e an 

understanding of the local conditions. Further. Fls should use people with relevant expertise in the 

horticultural sector to countercheck the veracity of each proposal presented to them for financing. 

On the other hand. individuals who have the finance to invest in horticulture would need to have 

their proposals also evaluated very carefully before embarking on investing in this sector whose 

good performance is dependent on a number of factors some of which are naturaJ events like 

weather patterns. 

5.2.5 Market forecasts arc the basis on which fmanciaJ forecasts are developed. Those market 

forecasts should, therefore be guided in part by past trends: historical demand (quantities and 

prices). domestic sales and exports; historical supply (quantities and prices), domestic production 

and imports~ reliability of historical market data; relationship of demand to macroeconomic 

\'ariables {GOP. GOP per capita); relationship between product demand and product prices 

(elasticity)~ relationship betv.een the cost of raw materials and product selling prices; cross­

country factors (per capita incomes and consumption levels in other countries); regression analysis 

(determinant factors, correlation, confidence levels). 
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5 : S Operations manag\!mcnt 

Pr t:et ~~nsors must cndea,our to identify qualified and effccti\c managers for their projects in 

order to make money. A good project must have a management team that has the necessary skills. 

competence and depth and not a .. one-man show·· 

5.~ 7 Project management costs 

\\nile project management costs arc related closely to the project implementation timing. they 

become much more signi ficant if the project implementation is delayed. 

5 ~ 8 Prices 

A 1easibilit) study will analyLe the prevailing prices for the product in the target markets. But it is 

a folly to assume that current prices will prevail in the future without much more analysis. 

5.3 Limitations of the study 

The researcher encountered the following limitations while undertaking this study: 

5.3 I Difficulty in locating promoters of the failed projects and documents relating to the 

performance of these projects. While the various registrars of companies pro\idcd physical and 

telephone addresses, some of the companies had changed locations and telephone contacts making 

it dJtllcult to locate them. 

5 1 2 It was difficult to get appointments with the heads of some of the projects, cspccJally the 

failed ones. and the officer next in line could only release information with approval of the head of 
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the company. This made the exercise very slow and time consuming. 

5 ., 3 The researcher found it quite time consuming and expensive to cover the Eastern Afnca 

rcgilln. although it was interesting to note the similarities in the performance charactenst1cs of 

horticultural projects in the various countries of the region. 

5A ~uggc tions for further re earch 

: .·U lne researcher recommends for a study to be undertaken to establish why indigenous 

rx--ople inherently find it difficult to manage the implementation of horticultural projects to 

'f>Clitic""tlon. within budget and on time. despite having a wealth of knowledge in the sector. 

5 4.2 Given the existing infrastructure within the region, a study needs to be conducted to 

e~tabl ish the most profitable way of pulling resources and marketing products directly into the 

con:-uming countries without having to go through intermediaries who adversely affect the 

protitability of the various companies. 

79 



ELECTED REFERE CES 

Ahmeu P. ( 1999): Lessons of Experience: Project Finance m Developing Countries: 

\\ ashmgton D.C .. International Finance Corporation. 

AIPH. 1998. Yearbook of the International Horticultural Statistics. llannovcr. Germany: 

Institut fur Gertenbauokonomie. Universitat der Hannover. 

Applegate J.: ''201 Great Ideas for Your Small Business (Bloomberg Press. 1998). 

Belli P. et at. Conceptual Framework In Economic Analysis of Investment Operations, 

Analytical Tools and Practical Applications. Washington, D.C .. The World Bank. 2000. 

pp. 121- 126. 

Belli P. Feasibility Studies. ln Economic Development Projects - Evaluation. Washington, 

D.C. The World Bank, 2000, pp. 81 - 92. 

Beohlje M ., Schrader L., and 1. Akridge, 1998, "Observations on Formation of Food 

Supply Chains", in .Giggcrs ct at. (eds), Third International Conference on Chain 

Management in Agribusiness and the Food Industry. Wageningen: Management Studies 

Group. 

80 



Bruce C.: 'The Stage of Project Planning: An Introduction to Project Planning," Economic 

Development Institute Training Materials (Washington: International Bank for 

Reconstruction and Development. 1980). 

Burke R. ( 1997): Feasibility Study. In Project Management. Planning and Control. Ne\\ 

York: Wiley & Sons. PP. 192 -226. 

Campbell M.: 'The Entrepreneur's big five best practices··. (SmaJJ Business Builder, 

2000). 

Casley 0.1. and Lury D.A: ·'Monitoring and Evaluation of Agricultural and Rural 

OeYelopment projects." Washington D.C .• World Bank, 1994. 

Chandra P. (1995). Projects: Planning, Analysis, Selec6on. Implementation & Review, 

New Delhi: Tata McGraw-Hill Publishing Co. Ltd., pp.32-51. 

Cheney K. and Alderman L.: "How to Start a SuccessfuJ Home Business" (Warner Books, 

1997). 

Clay. R.: ''Project appraisal and planning for developing countries." Great Britain: Richard 

Cia) L.t.d. Bungay, Sufford. 1989. 

81 



Cleland 0.1. and King W.R.: project Management Handbook. \;ew York: Vannostrand. 

1988. pp34 l - 364. 

Danagro Adviser, 1998, "Study on the Floricultural Industry in Sub-Saharan Africa with 

~pccial Emphasis on Roses ... Washington, DC: International Finance Corporation. 

Davis D. Feasibility Study. In I low to Turn Round a 

Schuster International Group, 1988, PP. 23- 99. 

Company. England: Simon & 

D1,ic and Graharne. 1999. ··summer Citrus: The Role and Prospects for Southern Africa ... 

m S. Jaffee (ed.). Southern African Agribusiness: Gaining Through Regional 

Collaboration, World Bank Technical Paper. Washington. DC: World Bank. 

Dolan. Catherine. Humprcy, John and Harris-Pascal C., 1999. "llorticuJture Commodity 

Chains: The lmpact of the LK Market on the African Fresh Vegetables Industry", IDS 

Working Paper 96, Brighton: Institute of Development Studies. 

Edwards S. and P., "Secrets of self-employment, Tarchcr/Putnam, 1996." 

Gibbon P., 1999, .. Global Commodit} Chain "Driveness .. and Possibilities of Local 

Intervention". Paper Presented at Conference ''Spreading the Gains from Globalization··, 

<;eptember I 5-17. Brighton: Insti tutc of Development Studies. 

82 



C·odm. . ··sootstrapper's Bible" (Upstart Publishing, 1998). 

Goodman L.J.: "Project planning and management." Van Vostrand Reinhold Company, 

1988. 

llupalo P.: ''Thinking Like an Entrepreneur", (HCM Publishing, 1999) 

Jaffee S., 1993, "Exporting I Iigh-Value Food Commodities: Success Stories from 

Developing Countries", World Bank Discussion Paper # 198, Washington, D.C.: World 

Bank. 

Jaffee S., 1995, "The Many Faces of Success: The Development of Kenya's llorticultural 

Exports", inS. JaiTee and 1. Morton (eds.), Marketing Africa's High Value Foods, Ames 

Iowa: Kendall-Hunt Publishers. 

Kaplinsky, R., 1999, ''A Poverty Focus to Value Chain Analysis'', Paper Presented at 

Conference .. Spreading the Gains from Globalization", September 15-17, Brighton: 

lnstitute of Development Studies. 

Kaufmann D.: '·Determinants of the productivity of projects in Developing countries: 

Evidence from 1.200 projects: ''Background Paper for the World Development Report, 

1991." 

83 



Keith 1.. George J. and Whitlam B.: '·Estimation and Interpretation problem in the ex-post 

economic analysis of projects." Project appraisal. Volume 3. 1988. pp 219- 227. 

Malter. Alan. Reijtenbagh. Ard and Jaffee S .. 1999, ··Profits from Petals: The Development 

of Cut FIO\\Cr Exports in Southern Africa··. in Jaffee (ed.), Southern African Agribusiness: 

Gaining Through Regional Collaboration. World Bank Technical Paper, Washington. DC: 

World Bank. 

Manne A.S.: Investment for capacity expansion, size, location, and Time phasing. London: 

George Allcnand Unwin, 19 Meade J.E.: Trade and Welfare. Oxford: Oxford University 

Press. 1972. 

Marsden K .. .. African Entrepreneurs- Pioneers of Development", Discussion Paper No.9 

(Washington: The World Bank, 2001 ). 

Mbeche I. Feasibility Studies. In Project Planning, Implementation and Evaluation: A 

Training Manual. UNCRD Textbook Series No.8. United Nations Centre for Regional 

Development, 2000, pp. 57- 71. 

Mirlces J.A. and Stem N.H. (1972): "Optimum Development in a Dual Economy." Paris: 

OECD Development Centre, pp.l7. 

84 



Nathaniel L.: "Environmental Impact Assessment in Project Appraisal in Britain. ··Project 

~ppraisal. Volume 3. 1988. pp 133 - 141. 

~evitt P.K. ct al. (200 1 ): Project Financing. Feasibility Study, pp. 13 - 15 

Organization for Economic Cooperation and Development (OECD): Investing in 

Developing countries. Paris: OECD, 1986. 

Overseas Development Agency (ODA): '·A guide to the Economic appraisal of projects in 

Developing countries.'' London, HMSO. 1997. 

Peter H: "Thinking Like an Entrepreneur(HCMPublishing. 1999). 

Peter N. and Frank J. F.(2000): Project Financing (Seventh Edition), Euromoney Books, 

Nester House. Playsboy Yard, London EC4V SEX. 

Pinto K.J.: "Project success: Definition and Measurement Techniques." Project 

Management Journal , Volume XIX. No.1, 1998. pp 67-72. 

Price J.G.: Economic Analysis of Agricultural Projects. USA: The John Hopkins 

University Press, 1984. 

85 



.. Project Appraisal and Planning Twenty Years On." ln the proceedings of the World Bank 

Annual Conference on Development Economics. 1990. World Bank. Washington D.C. 

World Bank 1991 . 

Ramsey 0 .: "Home Business" (Career Press. 1997). 

Roger M.: "Explosion of Impact Planning.'' Planning 1988, pp 12 - 13. 

Roman D.O.: ··Managing projects: A systems Approach." Elservier Science (200 1). 

Sapru R.K.: "\llanaging Projects and Public Enterprises (1998)": Sterling Publishers 

Private Limited. L-1 0. Green Park Extension. New Delhi- 11 0016. 

Sarah E. and Paul: "Secrets of Self-Employment", (Tarcher/Putnam, 1996). 

Schiffer M. and Weder B.: Firm Size and the Business Environment: World'"vide Survey 

Results. 2001. The World Bank, Washington D.C. Discussion Paper No.43. 

Shirley M. and Walsh P.: Public versus Private Ownership: Policy Research Working 

Paper #2420. The World Bank, Washington D.C. August 2000. 

Schoudhary: ''Project management, New Delhi: Tata McGraw-Hill Publishing Company 

Limited, 1988. pp 51-52. 

86 



levm P .. Dennis and Pinto K.J.: .. The Project Implementation Profile: New Tool for 

Project Managers:· Project Management Journal, Volume XVII. l'.;o.4. 1986. pp 57- 70. 

quire L.: "Project Evaluation in Theory and Practice." In Chl!ncry. Hollis and T.N. 

Srinivasan, eds. Handbook of Development Economics Vol. 11. New York: Elscrvier 

Science Publishing Company, 1989. 

Thieme A.: "Summary: Needs Assessment of Staff with regard to Investment Project 

Evaluation.'' PMDTR, World Bank. Washington. D.C., 1995. 

United Nations Industrial Development Organization (UNIDO): Guidelines for Project 

Evaluation." United Nations, New York, 1972. 

Van Roozendaal G .. 1994, "Kenya Cut Flower Export Blooming", Biotechnology and 

Development Monitor, 20: 6-7. 

Verenigde Bloemenveilingen in Nederland (VBN). 1990-1998. Statistiek Bock, Leiden. 

the Netherlands: VBN. 

World Bank: "Annual Review of Project performance Audit Results." Washington, D.C.: 

Economic Development Institute, World Bank, 1999. 

87 



\HV\\.Africalntclligcncc.com: ''Trouble in the horticulture sector", Business Intelligence. 

Indigo Publications Group- 142 rue Montmartre, 75002 PARIS - FRANCE. 2002. 

Zollinger P.: ··sustainability and the Bottom Line'': (Harvard Business School. 2001 ). 

88 



\ppeodh: I 

I~TROOLCTI01 • TO THERE PONDEl'iT 

Elijah W Chmdm. 

lJ \ersuy of Nairobi, 

Faculty of Commerce, 

P.O. Box 30197. 

~airobi . 

Kcn~a. 

D~ar Sir Madam. 

I am a student in the Facull) of Commerce of the University ofNairobi, Kenya. 

In partial fulfillment of the requirements of the degree of Master of Administration (MBA). I am 

conductmg a study entitled "Tile predictive validity of feasibility studies in horticultural projects 

in East em Africa". 

Your firm has been selected to form part of this study. Consequently, I kindly seek your assistance 

in completing this questionnaire. Any information you might provide to make this study more 

re\ealing will indeed be appreciated. 

The information and data required is needed for academic purposes only and will be treated in 

stnct confidence. 

Your cooperation in participating in this study will be highly appreciated. 

1 hanking you in anticipation. 

Yours faithfuJly, 

~1gned: Elijah W Chindia 

MBA Student 
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Signed: Prof. Isaac M Mbeche 

upervisor 



ppeodix II 

HORTI UL Tl RE 

In tructioo 

PI..:..!.Se t: I in. circle or tick as appropriate. 

Where the answer to a question is •• o" please indicate why, in the space provided below. 

P \RT I. Background Information 

Please complete to identify basic information about the company and contact. 

Compan} Name: 
Address· 

lndustr} ector: 
lntcnie\\ Contact 
C ntact position: 

Flowers 

PART II, Bu iness Stati tics 

Sl:CfiO"'- A Volumes 

QJ Are crop yields per hectare as predicted 
I in the feasibi lity study? 
I 

Names of C rops: 

02 1 Arc the sales volumes year at levels 
indicated in the feasibility study? 
~ames of C rops: 

I Vegetables 

Yes No Forecast (Kg) Actual (Kg) 
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Comments. ifany ............ .. ................. ...................................................... .. 
. . . ................................................................................................................. . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
I CTI0'\1 B Prices ~ 

I Yes No Forecast Actual 
(SIKg) ($1Kio!.) 

Q3 1 Arc the selling prices same as indicated in the 
feasibility s tudy? 

I Names ofCro s: 

Comments. if any .......... .......... ................................................ .. ..... . .......... . 

. ECTIO~ C Reve d fi nues an pro tts -,.....,. 
Yes I No Forecast Actual 

($year) ($yearl_ 
Q4 es match the projections in the 

ly? 
QS match projected levels? 

Comments. ifany ............................................... ... .................................... . 

SECTION D Costs 
Yes No Forecast($) Actual ($) 

Q6 Were project capital costs in line with those 
establ ished in the feasibility studv? 

Q7 Are operating costs per hectare or per Kg in 
j line wtth those ofth! fcasibilit}- study? 

lOS Are logistics costs per Kilogramme as 
I eredicted in the feasibtlit\ study? I -

Comments, if any ....... .. ..................................... ........................................ . 
• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • .. • 0 ..... 0. 0 •••• 0 0 •••••••••• 0 ••• 0 ••••••• 

• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 0 ••••••••••••••••••••••• 0 ••••••••••••••••••••••••••••••• 
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Please tick ( v"') to indicate cost pressures on your business. 

I Strongly Agree Disagree Strongly 
Agree Disagree 

Our inEut costs are rising 
f • 

1\ e cannot pass cost mcreases through to 
c1ur customers 

1e market price for our main product is 
fall in£! 

' 
Our costs are higher than those of our 
major competitors. 

PART lll, project Information 

SECTION A Th . t e prOjeC 

I I Yes No Forecast Actual 

I Q9 Did the project implementation timing remain 
within estimate indicated in the feasibility study? 

~ QIO Did the project size change from that indicated in 
the feasibility study? 

Comments, if any ...................................................................................... . 
........... ...... ........ ................................................................................... 
........... .................................................................................................. 

SECTION B Marketing & Competition 
Yes No Forecast Actual 

Qll Is the market for the products produced still 
avai lable as indicated in the feasibility study? 

Q12 Has the 
.. 

competition changed from the 
predictions in the feasibility study? 

Comments. if any ............................................... ...................................... .. 
............................................................................................................................................................... . 
·································································································································· 

SECTION C G rowmg con 1 1ons 

l 
Yes No Forecast Actual 

(m3/ha) (m3/ha) l QI3 Is the water consumption as predicted in the 
feasibili ty study? 
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Comments. if any ...................................................................................... . 
•• • • • .. • .. • • • • • .. 0 ••• 0 •••••• 0 ............... 0 •••••••••••••••••••••••• 0 •• 0 ••••••••• 0 ............................... 0 •••••• 

• • • 0 ••• • 0 ••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 0 •••••••••••••••••••••••••••••••• 

" ECTIO~ D C . h b d rop us an 1ry 

Yes No Forecast Actual 
Q1 4 Is the price of mother plants consistent with 

projections? State values. 
Q15 Does the fann experience a number of crop 

diseases ? State number. 
QJ6 Are the crop varieties the same as those 

I recommended in the feasibility study? State 
number. 

QI7 Are the crops maturing within the number of 
j days stated in the feasibility study? State 

number of days. 
Ql 8 Is the level of product wastage within the 

limi ts established in the feasibility study? 
State %ge loss. 

Comments. if any ..................................................................................... .. 

-~ECTION E Management 
I QJ9 Does management have previous start-up experience m 

horticultural projects? Yes No 
Q20 Does the project sponsor spend much time on the project? Yes No 

Comments, if any ..................................... . ............... . ................................ . 

····················································································································· 
········· ···································································································· 

_sECTION F Employment levels 
I Yes No Forecast Actual 

Q2J l is the number of employees consistent with 
1. the figure in the feasibility study? 
I Q22 1 Is the number of managers as indicated in the 
l feasibility s tudy? 

Comments, if any ............. . ........................................................ .. .............. . 

··············· ······································································································ 
············································································································ 
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r 

'ECTION G Attitude 

.,~ .. ). 

Q23a 
Q23b 
Q23c 
Q23d 
Q23e 
Q23f 
Q23g 

I 

HO\\ important do you consider each of the following to be for success in a 
nev. venture in horticulture? Please circle. 

--

Least Most 
important Important important 

Previous start-up experience 1 2 3 4 5 
Previous professional experience 1 2 3 4 5 
A good team 1 2 3 4 5 
Commitment 1 2 3 4 5 
Luck 1 2 3 4 5 
Labour management 1 2 3 4 5 
Financial management l 2 3 4 5 
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Appendix III 

Data Findings 

Frequency Table 

country 

Cumulative 
Frequency Percent Valid Percent Percent 

kenya 28 500 50.0 50 0 

tanzania 8 14.3 14.3 64.3 

rwanda 1 1.8 1.8 66.1 

uganda 17 304 304 96.4 

burundi 2 3.6 3.6 100.0 

Total 56 100 0 1000 

Industry Sector 

Cumulative 

Frequency Percent Valid Percent Percent 

Valid flowers 33 58.9 58.9 58.9 

vegetables 23 41 .1 41 1 100.0 

Total 56 100.0 100.0 

Project overall perfonnance 

Cumulative 

Frequency Percent Vahd Percent Percent 

Valid success 22 39.3 393 39.3 

failure 34 60.7 607 100.0 

Total 56 100.0 100.0 

Are the total crop yields In line w lth feasibility studies 

Cumulative 

Fr~uency Percent Valid Percent Percent 

Valid yes 1 1 8 1 8 1.8 

no 55 98 2 982 100.0 

Total 56 100 0 100 0 
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Are the total sales In line with feasibility studies 

Cumulabve 
Frequency Percent Valid Percent Percent 

Vabd yes 1 1 8 1 8 1.8 
no 54 96.4 98 2 100.0 
Total 55 98.2 100 0 

M1ssing System 1 1.8 
Total 56 100.0 

are the total selling prices same as Indicated in the feasibility studies 

Cumulative 
Frequency Percent Vahd Percent Percent 

Vahd yes 1 1 8 1 8 1 8 
no 55 98.2 98.2 100.0 

Total 56 100.0 100.0 

Project Capital Costs In line with Feasibility Studies 

Cumulabve 

Freq_uenfY Percent Vahd Percent Percent 

Valid yes 26 46.4 491 491 

no 27 48.2 50.9 1000 

Total 53 94.6 100.0 

M1ssrng System 3 5.4 

Total 56 100.0 

Operating cost per ha In line w ith feasibility studies 

Cumulative 

Frequen9' Percent Valid Percent Percent 

Vahd yes 4 71 73 73 

no 51 911 927 1000 

Total 55 98.2 100.0 

Mrssing System 1 1.8 

Total 56 100.0 

logistic Costs/kilogram lnline w ith Feasibility Studies 

Cumulative 

Frequency Percent Valid Percent Percent 

Vahd no 55 98.2 100.0 100.0 

Mrssrng System 1 1 8 

Total 56 1000 
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Do profit levels match the proj ected levels 

Cumulative 
Fr_equency Percent Valid Percent Percent 

Vahd yes 6 10.7 10 7 10.7 
no 50 89.3 89.3 100.0 
Total 56 100.0 100 0 

project size In line w ith feasibility studies 

Cumulabve 
Frequency Percent Valid Percent Percent 

Vahd yes 10 17.9 179 179 
no 46 82.1 82 1 100.0 
Total 56 100.0 100 0 

water consumption In line w ith feasibility studies 

Cumulative 

Fre_g_uen~ Percent Vahd Percent Percent 

Valid yes 10 17.9 18.5 18.5 

no 44 78 .6 81 .5 100.0 

Total 54 96.4 100 0 

M1ssing System 2 3.6 

Total 56 100.0 

Disease Incidence In the fanns 

Cumulative 

F~uency Percent Valid Percent Percent 

Valid yes 53 94.6 94 6 946 

no 3 54 54 100 0 

Total 56 100.0 100 0 

crop varieties in line with feasibility stud ies 

Cumulabve 

Frequency Percent Valid Percent Percent 

Vahd yes 52 92.9 92 9 92 9 

no 4 7 1 71 100 0 

Total 56 100 0 100 0 

crop maturity in line with feasibility studies 

Cumulabve 

Frequency Percent Vahd Percent Percent 

Vahd yes 15 26.8 268 26 8 

no 41 73.2 732 100 0 

Total 56 100 0 1000 
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product wastage in line with feasibility studies 

Cumulative 
Frequency Percent Valid Percent Percent 

Valid yes 12 21 4 222 22 2 
no 42 750 778 100.0 
Total 54 96 4 100 0 

Mtsslng System 2 36 
Total 56 100 0 

employment levels in line w ith feasibility studies 

Cumulative 
Frequency Percent Valid Percent Percent 

Vahd yes 16 286 286 28.6 
no 40 714 71 4 100 0 
Total 56 100.0 100 0 

project sponsor spending time on the farm 

Cumulative 
Frequency Percent Valid Percent Percent 

Vahd yes 16 28.6 28.6 28.6 
no 40 714 71.4 100.0 
Total 56 1000 100 0 

previous start-up experience 

Cumulative 
Frequency Percent Valid Percent Percent 

Vahd tmportant 2 3.6 36 3.6 
very 1mportant 20 35.7 35.7 39.3 
most 1mportant 34 607 60.7 1000 
Total 56 100 0 100.0 

previuos proffessional experience 

Cumulative 
Frequency Percent Valid Percent Percent 

Vahd 1mportant 1 1 8 1 8 18 
very 1mportant 20 35.7 357 37 5 
most 1mportant 35 62.5 62.5 100 0 
Total 56 100.0 100 0 
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a good team 

Cumulative 
Frequency Percent Vahd Percent Percent 

Vahd Important 1 1 8 1 8 1 8 
very 1mportant 43 76 8 76 8 786 
most Important 12 214 21-4 1000 
Total 56 100 0 1000 

commitment 

Cumulative 
Frequency Percent Vahd Percent Percent 

Vahd very Important 18 321 32.7 32.7 
most 1mportant 37 66.1 67.3 1000 
Total 55 98.2 100.0 

MISSing System 1 1.8 
Total 56 100.0 

luck 

Cumulative 
Frequency Percent Vahd Percent Percent 

Vahd least important 47 83.9 85.5 85 5 
somewhat important 7 12.5 12.7 98 2 
important 1 1.8 1.8 100 0 
Total 55 98.2 100 0 

Miss ng System 1 1.8 
Total 56 100.0 

labour management 

Cumulative 
Frequency Percent Valid Percent Percent 

Vahd 1mportant 2 3.6 3.6 36 
very important 50 89.3 90.9 94 .5 
most Important 3 5.4 55 100 0 
Total 55 98.2 1000 

MISSing System 1 1.8 

Total 56 100.0 

99 



financial management 

Cumulabve 
Frequency Percent Valid Percent Percent 

Valid somewhat important 2 36 3 .6 36 
important 37 661 661 69 .6 
very important 15 26.8 26 8 964 
most important 2 3 .6 3 .6 100.0 
Total 56 1000 100 0 

Forecast 

Descriptive Statistics 

N Range Mean Std Vanance 
StatiStJc Statistic Statisbc Std Error Stat1stic Statistic 

Total sales brecast 55 332999.1 16581 41 9367 4516 69470 88 4 8E+09 
selling pnce brecast 56 1065.69 24.4502 18 9558 141 8521 20122.03 
Project cost brecast 53 2029000 1255437 95,1664117 692821 9 4 8E+11 
Operating costlha brecast 54 395050.0 41029 22 9750 8534 71653 85 5.1E+09 
Logistic Costs/kilogram forecast 55 .60 1.5918 1 449E..Q2 1075 1155E..Q2 
profit levels brecast 55 3921243 1324669 138726 361 1028822 1 1E+12 
project size brecast 56 98.00 22.9468 33431 25.0175 625 873 
water consu111>tion forecast 52 25.00 46.0288 8743 63047 39 749 
crop vaneties brecast 53 5.00 3.3774 1118 8140 663 
crop varieties brecast 55 105.00 57.2909 2.6012 19.2908 372.136 
product wastage forecast 53 2.00 2.8962 5 771E..Q2 .4201 177 
employment forecast 55 344.00 140.9273 9 2928 68 9175 4749 .624 

Actual 

Descriptive Statistics 

N Range Mean Std Variance 
Stabsi.JC Stabs be Statistic Std Error Stabsbc Statistic 

Total crop Yields actual 56 15047 61 1074 3136 377 2974 2823 4354 7971787 

Total sales actual 55 254562.55 11666 33 6694 .8198 4965011 2.5E+09 
selling pnce actual 56 11 .95 31775 4251 31813 10.120 
Project cost actual 53 2.3E+07 1763264 418885 7 3049534 9 3E+12 
Operating costlha actual 54 552290.00 51340.36 12388 75 91038.36 8.3E+09 
Log1sbc Costs/kilogram actual 55 60 19317 1 345E-02 9 974E-02 9947E-03 
profit levels actual 55 3452933 3858702 81860 30 6070922 3 7E+11 
project size actual 56 97.00 23 9307 34204 25.5957 655.140 
water consumption actual 50 32.50 40 1040 1.1776 83271 69.341 
Disease Incidence actual 55 4.00 4 2545 1223 9071 823 
crop vanebes actual 53 5.00 35472 .1335 9720 .945 
crop vanebes actual 55 131 .00 64 9273 3.1396 23.2838 542.134 
product wastage actual 53 10.00 73377 .3427 2.4952 6.226 
employment actual 55 1196.00 189 8545 22.0066 163.2053 26635.978 
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ppendh: IV 

£ '\planations of some of the tatistical methods used 

Wilco~on ·i~ncd Rank T est 

E.xisting literature indtcates that in testing for independence of two correlated variables, the T-test 

is the most \\idcly used technique. However, correlated-samples t-tcst makes certain assumptions 

and can be meaningfully applied only insofar as these assumptions are met. namely, 

• that the scale of measurement for variable A and B has the properties of an equal-interval 

scale~ 

• that the differences between the paired values of variable A and B have been randomly 

drawn from the source population: 

• that the source population from which these differences have been dmwn can be 

reasonably expected to have a normal distribution. 

If there is one or more of these assumptions that cannot reasonably suppose to be satisfied, then 

the t-test for correlated samples cannot be legitimate!) applied. 

Of all the correlated samples, situations that run afoul of these assumptions are commonly those in 

which the scale of measurement for variable A and B cannot be assumed to have the properties of 

an equal-interval $Cale. The most obvious example would be the case in which the measures for 

variable A and B denve from some sort of rating scale. In any event, when the data wtthin two 

correlated samples fail to meet one or 

more of the assumptions of the t-test, an appropriate non-parametric alternative can often be found 

in the Wilcoxon Signed-Rank Test. 
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The \\ ilcoxon SigneJ-Rank Test is a nonparametric procedure used \\'ith two related variables to 

te:)t the h) pothej::; that the t\\O variables have the same distribution. It makes no assumptions 

about the shapes of the distributions of the two variables. This test takes into account information 

about the magnitude of differences within pairs and gives more weight to pairs that show large 

differences than to pairs that show small differences. The test statistic is based on the ranks of the 

absolute values of the differences bct\\een the two variables. 

imple Linear Regression Analysis 

Linear RegressiOn estimates the coefficients of the linear equation. involving one or more 

independent variables, that best predict the value of the dependent variable. In this case two 

variables are related to determine the nature of the linear relationship. As such two variables are 

needed. the dependent and the independent variable. In essence simple linear regression defines 

the linear nature of the changes in the independent variable as it affects the changes in the 

dependent variable. 

fhe testing of hypothesis in this case is based on the derived coefficients. Other statistics that can 

be calculated include the Pearson's product moment correlation. The correlation coefficient 

estimates the strength of the relationship between the observed and predicted values of the 

dependent variable It ranges in value from -1 to +1. A small value indicates that there is little or 

no linear relationship bemeen the dependent and the independent variable. A negative value 

indicates that as the independent value increases the dependent variable is decreasmg. A posttive 

relationship also indicates that as the dependent variable increases the independent variable 

I~ 



increases also. Another statistic is the coefficient of determination. which is the square of the 

coefficient of correlation. This estimates the explanatory power of the estimated linear model 

based on the Ordinary Least Squares (OLS) technique. 
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