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PAG -3 Promotion of Group Sules Activities

PAG-3 Promotion of Group Sales Activities(AG-5)

1 Rationale of the proposed project
1.1 Background of the Project

One of lhc most serious problcms in improving thc farming opcration is
m'irkeung, in the sense thal terms of trade between agncu!lurc input and outpul
has deteriorated, \'\.orkmg agalnst producers. Unlike the previous regime, when
all producc was purchased by the state, producers basically have to find clicnls
by themselves. However, it is étill_ not casy for many producers to adjust to the
new systems, and they arc now struggling. Table PAG-3-1 shows data collected
by the farm guestionnaire on the sales channels for vegetables and fruit,
According to the result, aboul thirty percent of total producc was cither nol sold or
consumed by producers themselves.

Table PAG-3-1 SALES CHANNELS FOR VEGETABLE AND FRUIT

PRODUCERS
{Unit%)
Nol State  |Collect-|Markets [Retaiters [Neighb- Agents |Traveling [Exporte- [Other  |Self Produc-
Sell  |Units live ors Traders [rs Buyers [Consu- {tion
Units mpticn |Purpose
1-5 ha(38) 52 1.7 6.9 12.1 34 52 13.8 1.7 1.7 6.9 224 19.0

5 ha-(93) 12.1 3.0 121 338 4.5 6.1 10.6 23 3.0j 9.8 205 121
Total{131) 10.0 26] 105 6.3 4.2 58] 116 21 2‘6| 89 2i.1 142

Notc: Figures in parenthesis arc numbers of sample farms.

Sousce: The Farm Su rvey

Regarding the present sales paliern, three observations could be made. First, the
dependence on markets is about three times higher in smaller-scale producess
(less than five ha) than large-scale ones {more than five ha), which confirms farm
]nlt.l’Vlt.WS. Sccond, the sharc of fixed buyers, such as state unilts and
cooperatives, is higher in large-scale producers (15.1 %) than smaller ones
(8.6 %). Third, small-scale producers’ reliance on agents is relatively high,
compared with other channels. This is considered to be a result of the following
factors: 1) lack of time allocated for finding sales channcls(vegetable and fruit

PAG-3-1



PAG-3 Promotion of Group Sales Activities

production is labovr- mtunswc Lompar;d with other typc‘; of f'trmmg) and 2)
producers have inadequale storagc facilities and means of 1ransp0rlauon

Table PAG-3
fruit in Konin in 1997. According to these cscamp!cs produccrs received less than

-2 shows farm-gatc prices and retail prices of major vegetables and

thirly percent of rctaul prices in general. However, 'ﬂlhough these are commonly
obscrved, there are some produccrs who scll at Tavourable conditions, as the
second column indicates,

Table PAG-3-2 FARM-GATE, WHOLESALE AND RETAIL PRICES DURING

HARVESTING
(Unit:2l/kg)
Konin Poznan Germany
Farm-gate | Farm-gate |Retail prices ] Poznan WSM Germany
Prices  {Prices(Foreig {1992/9) (1997/9)
(1997/9) | o Buyersi ' ‘
Apples (Fresh) 08 11 20-24 © 08-1.0
Apples (industrial) D.180.19 ] - s __
Strawbcrrics n.s. 1.7 5.0-8.0}
Peachas 1.5-2.0 4.0 80 2.0-3.0]
Onions 0.17-0.2 0.25-0.32 0.6-0.7 2.09-2.85
Potatoes (0.2-0.4 0.23-0.27
Potatoes (young) 0.4
Cauliflowers 1020 1.0 1.5-1.8 2.85-38
Leeks n.a. 0.5
Broccoli n.a. 1.0 ‘
Cucumbers 08-1.0 1.6-2.5 1.9-2.75
Tomatoes {ground) 1.5-1.8 23-3.3 3.47-4.42
Tomatocs 3040
{Rrecnhousc) :
Caerols 08 0.4-0.5 0.85-1.33
(‘abbagcs 0.2-0.25 0708

*Farn-gate prices procurcd by fomgn bu)crs were obtained by falm interviows.

0.47-0.95

Source: ODR, Poznan Wholesale Market, farm intcrviews.,

Producers who sold at higher prices, as shown in cqumn 2, made the following
efforts to find buyers. ‘ '

1) To research buyers’ exact demands and to incréase volumes of produce

' Average annual \\o.rking hours per farm: 556.09 .manfda)s for wvegetable and frufl preduction, 308,23
manfdays for mixed farming(livestock and cereals), 281.77 man/days for ccreals and 333.53
man‘days {or livestock, according to the farm survey.

PAG3-2



PAG-3 Promotion of Group Sules Activitics.

accordingly with 'satisfactory quality. Producers traveled even lo another
province to find buyers offering higher prices as much as possible,

2) By supplying the required quantity and qﬁa]ily of prbducc consmtitly,
producers are trusted by buyers and develop slable business relations,
somclines résulling in contract production.

From the demand point of view, there is a lem'l'cncy for buyers to sclect producers
who can assurc a stable supply of high, homogencous quality and quantity. For
example, a sugar manufacturing company is intending to purchase sugarbeet
mainly from producers with more than four ha of land in order to sccure the
required volumes of homogencous raw materials.  Likewise, foreign trading
companies purchase vegetables and fruit {rom large-scale specialized producers
for the samc reasons. Even apples, where Poland has traditionally had advantages
over Europcalf countries, some foreign buyers, such as from Holland, want to buy
only new varictics _';vhich requirc high inilial investment (costs of orchard
Sccdlings)'. Although demand for quality and varicty is high, Polish vegetables
and fruit could dompcte better on price in forcign markets if quality were to meet
demand, as the price gaps between Poland and Germany indicale.

1.2 Rationale of the Project

Taking this baékgrou'nd into consideration, it is a prerequiste for producers to
supply the requircd amount of varicly, high and homogencous quality of produce

' in‘”ordc‘r to find stable buyers. To achicve this, appropriatc technology and
linancial resources are needed. However, most individual producers do not have
adequate production technology and/or financial resources for new investment. In
addition, lhef,’ éannot alldcatc so much lime for sales activitics, as vegetables and
fruit require longer wo_rking hours. As a tool for solving thcse problems, this
project proposeé to seil p.roduce in a group. By forming a group, producers arc
cxpccled to receive the following bencfits: 1) reduction of the production cosls

associated with sales (transportation and time allocated for finding buyess), 2) to
imprové qualiiy of produce and diversify variety to meet markel demand, and 3)
an increase in sales values'by increasing volumes and/or farm-gate prices.

2 Project Purpdse

“As '_on'é _df the tools for developing cffective markeling systems, group salcs

- PAG-33



PAG-3 Promotion of Group Sales Activities

activitics are conducted by a pilot group salcs company owned by produccrs,

3 Output of the pro]ect

(l) Produccrc start to rcccwc orders which cxcccd their producllon capacn)

{2) These producers cshblmh a sales group Company for the purposes of selling
produce together in order to mcel buyers’ orders.

(3) A collcchon -point for vegetables and fruit is prcparcd to hold producc from
difterent pI’O(IUCLl’S.

(4) The group sales company starts to scll produce from members at the
collection point.

4 Project description

A group ‘sales system is an effcclwc tool for small-scalc produccrs and is strongly
needed by many producers in Konin Province to solvc their present advcrsa sales
problem. However, it will be dlf ficult to start such aclmhcs ona partlcular scale
straight from nothing. There arc (wo important factors in selting up such a
venture: 1) steong leadership of the initiator(s) who acts on ‘behalf of member
producers and, hence, is trusted by then; and 2) member-producers trust each
other and cooperate in the venture.” However, it is impossible to ensure these
conditions from the beginning, not only in Poland but in any country in the world,
and it will nced some acclimatisation before group sales aclivities really starl to
funciion.

Therefore, this pmjcct is to be implemented in two phases Dufing the first phase,
small numbers of producers, who want (o sell particular produce, learn how to sell
it with help from a marketmg cxperl A precondition during this proccss is that
these producers act fairly and do not dcpnvc others - otherwise, the project will
fail at the initial stage. Once the producers start to sell their pmducc in a group
successlully, other nmghbormg producers, who wnll have bem walching the
venture, will join in. By increasing sales channels in ihlS way, these produccrs
may increase their overall volume of sales and be able to leCl’blf}’ their products
to meet buyers’ demands.

Then these producers start to establish a company for sales purposcs, as in Phasc

PAG-3-4



LAG-3 Promotion of Growp Sales Activities,

2, in order to cope with increa§ing orders more efficiently and to take active
markcting initiatives, ~ Within this phase, the company owned by member
| produccrs slagts to opcrale a colleclmg poml for the purposes of 1) to attract more
buycrs by supplying (_:crtam volumes at one place; and 2) to provide more
producers with opplurtu"n'ilics to sell produéc near their farms, encouragisig buyers
o come to the production sites, saving producers from travelling to the separate
buyers and incuering the transaction costs associated with selling.

Phase 1: Incubation peri'od

Within this perlod a markcllng expett is dispatched to small groups of producers
to help them find salcs routes for their main produce. The expert visits cach
producer’s farm and checks types and quality of produce from the buyers’
viewpoint and clanfles problems of present marketing methodology, giving
technical advice on selling, mcludmg how to avoid ['mud involving buyers. The
cxpert will also take producers to potcnhal buycrs, helping the producers’
negotialing techniques in practice. With advice from the expert, producers
gradually increase their sales ifolumcs and also reccive orders for new varictics of
produce. Thus, they will build tong-term business relationships with customers.

Phase 2: Starting group sales activities

Once orders start 1o increase and producers cannot cope with requests in terms of
volumes and fypes, they will cstablish a éompany to deal with diffcrent buyers
systematically to avoid losing custom through any one producer’s limited
production capacity. Sharcholders of the company will be produccrs and possibly
private firms, such as trading companies wishing to forge business relationships
with the producers. A collection point is to be developed lo deal with the
produce from different producers. This facility will be provided by public scctor
funding as part of its requirement to provide for the public good.

The company acts on behalf of member produccrs Basic roles of the company
" are 1) to keep lransacuon records, 2) to collect ealcs money without fail on behalf
of producm and pay fo cach produccr, 3) to organize producers mecting
according to dlffe_rem types of produce traded at the collecting point, and 4) to
promolc sales activities of member producers.

As a promotion agency, the company will increase the number of customers for
the collected produce in the long run. In order to differentiate produce and obtain

PAG-3-5



MG-.? Prometion of Group Sales Activities

stable conlracls the company wrll put strong cmpham on quahly improvement.
The expert on vcgctablcs and fruit will be hired on'a regular bas:s and promote
slandardmahon of produce by providing tcdm‘ica‘l assnsl_a_m:c. : Typcs o_f produce to
be disseminated by member producers will bc-dctcrm'i_ncd according to market
demand. Resulls of Project AG-1 “Strengthening of Experimental Activitics on
Agricultural chhnologics” will be utitized for selecting appropriate varietics for
the region, As a rc:‘;uli, the company will increase the number of stable buyers,
which will, in turn, cnable member produccrs lo cullivate according 1o
prcdctcrmincd produ'clion quotas.

Table PAG-3-3 INPLEMENTATION SCHEDULE

1993 § 1999 § 2000 § 2000 § 2002 | 2003

Receive 2 techaical advice by marketing expent ——

‘Conduct miarket research and find buyers : —

Istablish a group sales company owned by ) o —
o

Preparation of a collecting point

Sales promolion

Collect produce from members. Seil and colkcl mongy from bu)cfs mihoul
fail and pay to

{¥ispatch an expert to members am:i encourage diffeien!ialicsn of produce

{PAG-1 Experimerntal activitics: fiad possible crops which can be planred)

Obtain stable contracts

Sturts contracl production

(1) Recquired Investment Costs

1) Receiving technical advice by marketing experts: Target producers =
10
I expert x 3 months(total man/days) = U'§$ 30 ,000

2) Lollcclmg Point :
The existing vegetable and fruit processing facilities locatcd at Klodawa arc
planned to be !ransformed into a collecting point. Planned traded volume
in 2003 is as follows '

applcs 426 tons/ycar (7 lons/day)

onions 301 tons/year (5 tons/day)

potatocs 508 tons/ycar (1.4 lons/day)
The facilitics are described below.

PAG-3-6



PAG-3 Promotion of Group Sales Activities.

(1) Collecting Poihl

Total Area 2.5ha

Existing off_iéc space: 100 m2

Weighing Facil.ily 1 lons

Storage Faci.lity 9,000 1113(st0régc capacity of 500 tons)
(Available facility) 1,300 m2

Cold Storage Facility 1,800 m3

Office 'Equipmenl

Total Estimated Purchasc Costs USS$ 40.000

(2) Required Employces (Annual)

1 Manager US$ 3,600/ycar
2 Sales pcrsons(initidlly 1 person, 2 from 3" year) US$ 7,200/ycar
1 Production technology expert US$ 3,600/year
Annual Operating Cosls US$ 14,400/year

5 lmplementatidn body and financing source
5.1 Implementation body

Newly established sales group company
ODR

5.2 Financing sources

(1) Dispatching of a marketing expert will be financed by foreign assistance
(2) Gmina office will prdvidc the existing land and processing lacilitics
(3) Operating costs are to be financed by member fees and trading fees.
Member fees per annum:
' Trading fecs:
6 Activities

6.1 Some producers start to receive orders which exceed their production
: capacily

1.1 ODR selects ten producers to initiate the group sales activitics
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1.2 A markclmg cxpcrl is d;spatchcd to these ten producers

1.3

Expert cheeks cach producer s problems associated with markclmg and
gives advice, l’ncludmg how to avoid the risk of non-payment

1.4 Producers start marketing based on the advice

1.5 Producers find buyers for their produce

6.2 These producers cslabliﬁh a salces group company for the pﬁrposcs of selling

produce together in order to meet buyers” orders.

21

22

2.3

24

To have mcchngq of produccrs who are interested in group sales
activities, ODR, gmina officc and other parucs who show an interest.

To fix initial member producers and agree the articles of association
unanimously. Mcmbers are rcqﬁcstcd {0 agrec not to deprive other
members. _ _

To hirc a manager and a sales promotion person with adequate
knowledge and experience of markeling vegetables and  fruit.
Concensus of member producers is needed to appoint the manager and
the sales person. - o

To register the company whosce sharcholders are producers.

6.3 A collecting point of vegetables and fruit is prepared in order to hold

produce from dilferent producers.

3.1

The cxisting vegetable and fruit facilities are transformed into a
collecting poml

3.2 Necessary renovation is carried out.

3.3 The collecting point begins to be opcratcd by the company.

0.4 The group sales company starts to scll mcmbcrs’ producc at' the collecling

point.

4.1

Lach member producer is rcglstcrcd at the company and gwcn a
reglslrahon number and copies of allachmcnl cards The cards are used
for distinguishing cach produccrs yield from otherq by putting on cach
collccted box or bag. The card includes regtstrauon number, dalc types
and varicty of produce, size, and weight {all printed in advance).
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4.2

4.4

4.6

4.7

4.8

4.9

£AG-3 Promotion_of Group Sales Activities.

Producers are requested to attach the card every time he or she brings
producc to the collecting point.

The com pany checks weight, size and color, marking details on attached
card in front of producers and gives copy of card to producer. Produce
bcafidg the ﬁroducers’ name is stored in different storage rooms,
according to type and varicty, until the buyers arive.

When buyers purchase stored produce, they cvaluate il, check the
allached cards and make paymcnt to the company. The cdmpany keeps
a record of the sale price for cach member producer and kceps the
altached cards.

The company should sell collected produce according to a “cash on
delivery” system. In order to collect money quickly, the company can
discount the selling prices after consultation with produccrs.

The company pays to member producers after deducting trading fees,
which are a certain percentage of sales values. After the company enters
sales record, lh.c atlached card is given to producers as certificate of
sales. .

The manager and a _sélcs person promote sales activitics, trying in
particular to find major buyers.

An experl visits producers’ farms regularly to demonstrate ways of
improving  quality and to standardize produce and production
technology. He/she also provides them with consultation opportunitics
and controls and manages the farming operation.

The manager and the expert visit each member producer 1o collect
information about types and produce, volumes, harvesting time and
problems.

Bas'cd on inquiries and collected information, the company starts active
sales promotion activitics. The company arranges a shipment of ordered
lots by transferring orders to member farms. Orders include types and
variety, quanlily, size, weight, color and so on,

4.10 All member producers are required to produce ordered quality by

following technical advice given by the expert.  However, produce
which cannot meet required demand will be returned to member farms at
the gate.

4.11 To organize regular meetings among member producers to cxchange

opinions and solve common problems. When the volume of produce
traded at the collecting point increases, the company organizes separate
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niécling‘; for separate produce, Each member can bclong to an:j' of such
groups if thcy grow the produce. The above-mentioned  trained
produccrs are rcqumd to initiate new groups and pass on member
produccrs opinions (o the manager, sales persons and the experl.

7 Expected Benefit of the Pro]ect
? 1 Direct beneht

(1) Job creation
4 to S persons at the collecting point

(2) Increased Sales volumes
Assumptlon ‘
a) average member farm size: 4 37ha’
1.6  ha:apples (annual producton : 48 tons)
1.7 ha : anions (34 tors) |
. 1.7 ha: potatocs {50 I(ms)
b) initial number of member farms : 30. Annual increase in number is 4

farms

c) With this project, present sclf-consumption rates are planned to
decrease by 50 %.
d) Farm-gate pnccs
Apples: 0.8 zlkg
Onions: 0.2 zl/kg
Potatoes: 0.2 zl/kg
¢) Production costs arc to be decrcased by 509%* - by group sales
aclivitics. Average produclion costs are assumed to be 24,308 zl/year',

Based on these assumptions, “annual costs and benelits of a member
producer are estimated to be US $633 and US $5,056 as shown in the Table
PAG-3

2 Quoted {rom thc farm survey o ‘ . .
Accordmg oa \tgtiﬂblb and {ruit producer who omrdtcs on 3 ha of Iand

! According to the farm surv ey
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Table PAG-3-4 ESTIMATED BENEFITS AND COSTS CF A MEMBER

PRODUCER
(UnitUS3)

Benefits
Increased Sales Values

Apples 2,117

Onions 315

o Fotatoes 474

Reduced Production Costs 2,090
Total Benefits 5,056
Costs
Member fees 125
Trading fecs 268
Boxes 240
Total Costs 633

7.2 Indirect benefit

(1

()
(3

4)

(5)

Each indiﬁidual prodﬁcér has a chance to find out whal the market demand

is, changing‘ their production profile accordingly.

Production will be encouraged when selling is assured

Producers can diversify their production profile from traditional products to

new varietics.

Producers might reccive direct orders from consumers who find producers’

name on boxes.

After building a reputation for qualily produce, the company will win

advanced orders, allowing each member farm to plant the required amount.

7.3 Estimated Revenues and Expenditures of the Group Sales Company

An estimation of the company’s revenucs and expenditures is made assuming it

starts with thirty producer-membess.
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Table PAG-3-5 ESTIMATED REVENUES AND EXPENDITURES OF THE

COMPANY
1 2 3 4 5
Taotal No.of Member 308 34 38 42 46
Producers
Revenues
Gmina office{pay in kind) 40,000 0 -0 ¢ 0

Trading fees 5 :
Apples 7,941 5,999 16,058 11,117 12,176

Onions 64 73 - 81 90 98
: Potatocs 60 75 84 A 102
Member fees 3,746 4,245 4,745 5,244 5,743
Total Revenues 51,8t7 13,392 14,968 16,543 18,119
Expendifures
Initial Investment in Facilities 40,000 0 ] 0 0
Operating cosés

I Manager 3,600 3,600 3,600 3,600 3,600

Sales persons (98/99-1, 2000-2) 3,600 3,600 7,200 T,200F 7,200
1 expent of vegetables and fruit 3,600 3,600 3,600 3,600 3,600
Sales costs (Ielephone and fax) 1,200 1,200 2,400 2,400 3,600

Total Expenditure 52,000 12,000 16,800 16,800 18,000

Earning transferved from 0 (183) 1,209 583 328

previous year

Profil and Loss Account (183) 1,209 (624) 328 447 @

8 Weakness of the project

Even after registration, the sales group company itself cannot casily borcow
moncy {rom banks without personal guarantees or collaterals provided by
member farms. This inhibits the fulure investment of the company.
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1.

1.1

PAG-4 Promotion of Agrotonrini

PAG-4 Promotion of Agrotourism (AG-Q)

Rationale

Background

{H) Agrotoﬁrism in Poland

D

2

3)

Agrotourism has been promoted in EU countries as a tool for devclopment
of less a_dva’nééd rural arcas within a framework of a “Leader project™. The
basic concepl of agrotourism is to “reactivate rural arcas by tourism
development which focuses on utilizing existing resources in the region”.

In Poland, agrolourism is becoming popular as a way of increasing farms’
additional income sources. Agrotoumm bas:cally means “tourism in rural
areas”. Like in EU counlries, people use cxustmg resources such as own
houses to attract tourists who would tike to spend free time in rural areas.
Since most people who live in rural areas are farmerss, they become the
main focus for;agrbtourism development in Poland. Fach individual farm
is conducting the following activities.

renl rooms out which have been constructed inside their own house or in
renovated facililics such as former \_varchousés.

as agrotourism farms are normally located in places distant from center
areas, meals are either provided by host farms using locally produced food
or prepared by tourists themselves on a seIf—catcring basis.

provide customers with various aliractions which are based on rural life.
These differ according to the farm themselves and the nalural resources
they have available and will include, learning about, and being involved in,
farming operations (cultivétion and harvesting aclivities, milking, driving
tractors, and so on), swimming, fishing, horsc riding, cycling, learning local

~ handy craft, cooking, and discos.

To what extcnt thesc activitics {rom 1) to ”,) arc implenmented depends on
each farms’ sntuatron In this project, agrotourism implics farms who morc

or less conduct afl these activitics.

' “Links between Actions for the Development of the Rural Economy
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The Polish government has promolcd agrotounsm as a tool for rural
development. At prusenl agrolounsm farms who rent rooms out 10 up to
20 pcrsom per mght are cxcmpt from income taxes as “well as
ZU‘S(lnsurancc) premiums paymenis. According (o an estimation by the
Krakow Academy of Economics, the total number of accommodation
establishments located in rural arcas was about 7,300 to 7 ,500 with 60, 000
beds in 1996, out of which 25,000 10_26,000 bcd_s_wgrc prowde_d by
aQo_tourism farms’. There is ﬁo official data ?égardi_ng numbers 6_f tourists
at prcScnt. Aﬁéiagé numb(.’,‘r of beds per féfm is 7.49 in tlh'c case of the
_1;050 agtolburism' _farms who arc. mc_imbc.rs of the 28. égro;ouris:xl
associations. Majof agroldﬁrism sites are Northcastern lake areas such as
Suwa'lsk, Warminsko-Mazurskic, and scaside resorts such as Gdansk,
Slupsk, Koszaliri, and Szczecin.

2 Demand for Agrotourism

)

2)

3)
1)

)

6)
[

8)

Althaugh no official dala on agrotourism tourists cxist, an opinion survey’
which considered tourists preferences ta agrotourism has been conducted.
The results are shown in Table PAGA4-1.

People between the ages of 26 and 50 want to stay at agrotourism farms
more than any other age range considered.

Demand for staying at agrotourism farms is the highest in the age group of
26 10 50. -

Elderly pebple preler to visit short distancc places.

Demand for staying “at resort arcas is hlghest among the younger
generation. '_

When selecting a place to stay cosl is the most important factor, regardiess
of age. . '

The older the {ounsis the greater their demand for agrotoumm

The older peoplc become the higher their cxpcctatlons with ngdrd to the
standard and quality of food '

Activities undertaken durlng the farm siay d:ffcr among thc generations.

! Estimated by Krakow Acadm\y of Economics

* The survey was conducted by Krakow Academy of Lmnonncs in 1997 240 agto:ounsm I'arms in
Rzeszow cooperated with the survey. : :

' PAG-4-2



PAG-A Promotion of Agrotourim

Table PAG-4-1 OPINION SURVEY TO AGROTOURISM TOURISTS

Age

1. What do you spend your free time?

Gotoshoridistanceplaces . | 298%  269%| . 353%| . 292%
Goto resort arcas(mountains and seaside) | 194%|  172%|  59%!  17.5%
Gotovaluable cities -~ - ' 6.9% 5.4% 5.9% 6.3%

2. What are determinants of sclecting place?
Standard of accommodation

S1aymgcosls -

Extra s-.m_gg_ﬁﬂ_)_uakff_s_g_t_ __gglan«.r commuting)
HODYY e

Healthy li hfc

Place wheru rdauves Inc

3. Want to stay at agrotourism farms

4. Determinants of selecting agrotourism farms

Price
Lo

Quiclness/safcty
Variely ¢ ofscrnces .-
Place whcrc rclalncs Iwc

5. Expectation about agrotourism farms

Good food

l"ishlng

420%|.  258%|  59%| 333%
53%| . 97%|  294%|  81%
9.9% 1.5% 17.6% 9,25

Tennis

Source: Krakow Academy of Fconomics, opinion survey, 1997

(3)' Agrotourism Marketing

At present, agrotourism marketing is conducted mainly by cach individual
farm In addition, the 28 existing agrotounsm associations are conducting
many activities as organ!zallonal support (o member farms. Thesc are

training, mspectlon of agrolounsm facilities, dcfmlng standards of
'accommodatlon pnnlmg catalogues, information scrvices by TV, radio

and ncwspapcrs invitation of journalists to fairs, parlicipation in

agrotourism fairs and forums, networking with tourist companies and sales

promotion.

Looking at (he above menlioned opinion survey, the most frequently used

way of finding agrotourism farm siles is to ask relatives. In addition, the
older generalion utilize more public information services such as
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ncwspapers, radio and television than the younger generation. The younger
~ generation tend to utilize specialist information tools instcad such as tourist
companics and guidebooks.

On the other hand, agrotounsm tourists feel lhal prcsem promollon
activitics arc not cnough This is confirmed by the fact that about cighty
percent of tourists arc cather dissatisficd with prcsenl promononl aclivitics.

Table PAG-4-2 QUALITY OF AGROTOURISM PROMQTIQN'

Age _ .
15-25 26-50 50- Tolal

1. Source of information aboul agrotourism : ! :
site '
Radio aﬂd television | ae% |
Guidebook '
2, What do you think about agrotourism
promotion? e o
Rclamdy good 19.8% 198 17.6% 21.7%
Bad b moaal a9l oasan|  363%
Relativ c!y bad 35.9% 35.9% 47.1% 39.1%

Source: Same as Table AG-1

1.2 Agrotourism in Konin Province

(D Currcni Situation

Agroloumm is in ﬂs carly stagc of dcv»lopmcnt in Konin Provmc:p
Preseatly, there are 12 agrotoumm farms in Komn out of whlch 7 mak(,
profits. Some of them rely on agrotounsm for about 50 % or more of their
total incomes. There is no agrolounsm assocratlon in Konin Province.
Total numbers of louns{q who stayed at agrolourlsm farms in 1997 were
around 400 to 500 and lenglh of stay was beiween 2 days(weekend stay)
and 2t03 wccks(summer holiday)®. Avcragc accommodatlon fee per night
without meals was 15 21 in 1997, which is about one lh:rd the ralc of other
famous ﬁgrolounm sites. Compared with a lhrcc star normal holcl in Konin

' ODR’s estimation. There is no official record about tourists numbers,
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city(70 21 per n.i.ghl without mcéls), the fec is about one fifth,

The northwestern lake area, located in Powitz and Witkovo gminas, is the
mosl popular tourist spot in Konin Province. The maximum tourists per
day during the summer scason were 18, 000 in 1997.  Present
accommodation facililies can cover only up to sixty percent of demand
‘during the busy scason. Therefore, some of tourists stayed al farms who
rent out onc or l_wd‘fl_o_dms without registration as agrotourism (arms. There
are about sixty such farms who could potentially be “agrdiourism farms” in
the Powitz arca, Powitz Gmina office intends o promole tourism as a
leading indusiry in the region and has some specific tourism promotion
plans. They are : reduction of state tax for agrotourism farms, bicycle road
dcvelbpmenl in col'laborlalion with neighboring gminas, indoor swimming
pool, sports _'halls i'ncluding tennis courts, bowling, indoor skating facility,
harbor, indoor skiing, and development of walking paths.

(2) Agrotourism Promotion Activilies

‘Konin’s agrotourism promotion is mainly conducted by ODR and ecach
individual farm. ODR startcd promotion activitics in 1992 and promote
Konin’s agrotourism by uulmng its national nctwork. Each ODR has
prepared a pamphlel conlaining mformalion about province’s agrotourismn
farms which includes photographs. Such materials are exchanged with
peoplc from other areas during agrotourism fairs. ODR is, thercfore,
playing the role of an agrotourism information center. Presently, inquirics
are mainly made by Konin’s peoplle who look for agrotourism sites in other
‘provmces rather than those who ask aboul Konin’s own agrolourism sites.
Although ODR is the main promoter of agrolounsm in Konin Province, it
has no basic data about visiting tourists such as orientation, ages, family
slmctﬁrc, tength of stay which could be utihized for making promotion
strategies. |

Adverhsemenl acuwllcs conductcd by cach agrotourism farm are
summarued bclow '
&)  Newspaper advemsemcnls in a big industrial cily where a family

$ According to Powitz gmina.
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member is living _
D) An advertising billboard along the A2
c) _Pérsonal communications _
d)  Show an advertisement on windows.

(3) Dcvclopmcnt Potential and Advanlagcs of Komn s Agrolounsm

From the pomt of v1cw of Konin’s nalural resources, il is hard to compclc
with other famouq agrotourism sitcs. Howcvcr, there is some polential
which ma) atlracl toun%is in the future. | .

1} Relatively cheap ‘accommodation cosls whlch is an lmpor!ant factor
considered by tourists when selecting plaqcs o stay. _

2) Easy access from industrial cities through the road network systems.

3) Areas arc rclalivcly safc and quict.  For instancé, some  weslern
busincssmen stay at Konin’s agrotourism farms sevcral umcs as their cars
can be parkcd saflely. ‘

1) There arc some tourist sites such as Licheni and lhc largcqt lake in
Wilkopolska region which is also famous for its clean water. The opening
of Liheni basitica (now under Conslrucilon) is. cxpected (o increase the
number of tourists to Konin Province, Wthh will result in an increased
demand for accommaodation. S

5) Future enlargement possibility of Konin Province, which will bring new
business opportunities to agrotourism farms.

1.3 Rationale of the Project

Being in ils early‘s[agc of development, agrotourism starled to be recognized as
an imporlanl income source for farms in Konin. Thcrc are several advantages to
promotmg agrotoumm in Konm Compeulwc prlccs of accommodation; casy
access from industrial areas; qu1c{ and safe areas; clean lakes and famous tourist
sites such as Liheni. The number of tourists who stayed at agrotourism farms was
between 400 and 500, and avcragc length of stay was 2 weeks during the summer
season in 1997. There are some tourists who stayed at wcckcnds regar{llcss of lhc
time of year. Prcsonl!y, lhcrc are lweive agrotourism farms in Konin Provmcc
out of which fifty percem ‘make proflls Some farms alrcady earn about ity
percent or more of their total incomes from agmmunsm and many other farms are
now starling to have an interest in agrotourism opcrahon‘;
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Powitz gmina, which is in the northwestern part of Konin, is the most famous
agrolounsm site in Konin Province. There is a lake called “Pawilz Lake” which
is the biggest in the Great Poland aruas(WnlkOpohkfl) whose area is 1,200 ha.
Dur_mg the summer season from the end of June to August, there arc about 10,000
to 12,000 !oufisis per day who stay in the Powitz arca during weckdays and
18,000 tourists at wcckcnds These tournsls arc now slaymg at holcls(‘ifl beds),
school hotcls(20 bcds) (‘ampmg sites (120 places) and somc privatc houses.
However, present accommodauon capacilies can cover only about Sixty percent of
rcal dcmand There are three agrotourism farms in Powilz and two of them camn
mon, than ﬁﬂy pcrccnl of their income from agrotourism now. Tourisls come
from countrics such as Gcrmany and Holland as well as major industrial arcas
wuhm Po]and such as Slonsk region. Occupancy rates during the summer scason
are hlgh and additional investment for increasing accommodation is being
considered by two of the farms. Apart from these, there are about sixty farms
who rent one or (wo rooms out without registering as “agrotourism farms” in
Powitz, * Some other farms are now interested in cxploring agrotourism afler
looking at the successful cases.
'Aq shown above, there is potcnhal for promotmg agotourism in the region.
However there are no organl?allonal promotion activities conducted in Konin
Province now. For mstance, present agrotourism training courses are only
provided o a very small number of farms duc to limited homan and financiat
resources of ODR. Regarding promotion activitics, ODR conducts overall
}narketing activities of the whole province by a staff member who has other
respons:blhtlcs as well as being in charge of agrotourism development.
“Referral” advertisement by fam:ly members living in industrial areas arc
commonly utilized by mdw:dual farms, Takmg into account future development
potcnllal it is time to starl orgamzanonal pubhc support for promotion of
agrotourlsm in Konin Province. Promotion activitics are conducted by 1)
educalion of farms and 2) 1mplcmcntalion of marketing strategies based on tourist
information which is also developed by this project.

Pro]ect Purpose

Farms havc addmonal income sources apart from farming opcrations to enable an
lmprovcmenl in proﬁlablltiy
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3. Output

(1) Number of farms who start agrotovrism operations increases(20 farms in five

ye ars)

@ Syslcmallc agrotourism promotlon activities are conduclcd

Prd]ectl Descr pfion

The project consists of two components.  One is prowdmg farms wuh lralmng

.' opporlumlics and the other is conducting syslcmallc promouon acuvmcs based

on analyscs of Konin® s pru;ent situation and the trends in other more advanced
agrolourism areas. By 1mp1omcnt1ng these two componcnls snmullancously,
supply meets demand. “The proy:ci is scheduled to bc |mplcmt,ntcd over the
timescale shown in Table PAG-4-3.

Table PAG-4-3 PLANNED IMPLEMENTAT!ON SCHE_DU LE

L 1 1998 1999 | 2000 | 2001 2002
Sending farm o seminars - . 1 - = [
Orpanizing visiting tours i Poland ‘ 1 | | I |
Invitation of agrotourism experis | i} __ I

Establishment of database
Dispatching marketing information . | | : | : I - I
to agrotourism farms ‘
Promotion activitics of Konin' +__+_+__-J
ALTOLOUTISIT)

Taking into account potential farmé(60 farms) and'toufiéis:(an estimated 7,800
people failed to find accommaodation in the lake arcas in 1997), the projcél‘aims at
increasing agrolourism farms mainly in the lake areas (Powitz and Witkovo).
Therefore, a series of training courses are carricd out mainly for farms in the
arcas.

‘Training courses are conducted as follows.

1) Provide farms with a basic agrotourism course

2) Take farms who participated in the lmmlng COUrSeS as well as cxlstmg
agrolouriSm farms to advaaced agrotounsm areas in olhcr provinces.

3 Invite cxpcrts from EU countries to prov:de leclurcs in order to hlghllghl
new ideas associated with advanced agrotounsm dcvclopmcnt problems
and solutions.

Promotion activities aimed at increasing agrotourism farms in the Powitz areas

PAG-4-8
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will be implemented as follows.

1) Establish Konin’s own databasc at ODR including information about other
tegionat associations, ,

2) ODR analyrc the collected daia and develop a promotlon strategy including
targclled promouon arcas, which will be transferred to agrotourism farms.

3) ODR makes 100" copies of a pamphlet about Konin’s agrotourism farms and
distributes them lo‘pcoplc who live in the targeted promotion areas in order

to show at working places.

5. Implementation Body and Financial Source
5.1 Implementation Body

ODR

5.2 Financiat Source

Estimated costs of this project US$ 40,000
) Tralmng activilics US$ 5,100
Participation fees of training courses
(12 farms/ycar x 5 times) US$ 3,000
Organizing tours in Poland(20 farms x 2 days x 5 times) USS$ 1,100
[nvitation of agrotourism experts(2 times) US$ 1,000
2) Promotion activities
Establishment of database US$ 1,470

i) distribute / collect tourist basic information sheets
i) make databasc
Establishment of linkagc with other regional agrotourism associations
US$ 4,500
i) Internct using fees( 10021 x 12 months x 5 years)
ii) Visiting existing associations in Gdansk and Poznan
i) Connecting ODR’s computer system with other regional associations
Promotion activitics of Konin’s agrotourism US$ 1,500
i) Transfer collected mformauon 1o agrotourism farms
i) Prmtmg costs of the pamphlet
i)’ Dnslnbulmg costs of the pamphlet

PAG-4-9
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iv) Preparation for participating in the National Agrotourism Fair

3) Required human resources at ODR(additional employces for'lhi_s project)
Establishment of database(one person x 6 months) US$ 1,715
Training and promoting activitics(l. 5 people x 5 years) US$ 2% 7158 -

The followiug'is a list of institutions which could providc' financial or
technical assistance to agrotourism development.

(1) Domestic

[} The Agency for Restricting and Modernization of Agriculture

2) The Agricultural Foundation |

3) The Water Supply Help Foundation(training courscs for 4 days: 10% scif
payment})

1) Polish Tovrism Development Agency

5} State Labour Fund

6) Coeperation Fund

T Small Entreprencurship Assistance Foundation

8) Unemployed Activation Fund for Agricultural Owncrshlp

9) Social and Economic Investment Socicly

10} The Agrotourism Foundation

1) Private cooperative banks

(2) Foreign Assistance

D Multitateral |
Furopean Fund for Polish Rural Areas Development
The Foundation of Assistance Programs for Agriculturc(FAPA)

2) Bilateral
There are some b]lateral donors such as Germany, the Umlcd Kingdom
and Denmark which have prov:dcd financiat and lechmcal assistance in
the flcld of ’:grotounsm dcvclopmcnl in olher provmces of Poland 50
far. There will, therefore, be possmllmes of applymg for such funds.
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6. Activities

.1

1.2

1.3

6.1 Number of farms who learn about agrotourism increases.

To send 12 farmers to basic agrotourism l'raining courses held by various
institutions such as the Water Supply Help Foundation.

To organize visiting tours for 20 farmers including those who attended basic
training courses to advanced agrotourism areas in Poland

Invite agrotounsm cxperls from EU countrics and organize scminars. Experts
could include project lmplcmcnlmg pcop[c of (he EU’s “LEADER project”
such as SPARK(South Pembrokeshire Partnership for Action with Rural
Communitics) in the UK, which has implemented agrotourism rural
development from grass roots level,

6.2 Systematic agrotourism promotion activities are conducted.

2.1

22

23

24
2.3

2.6

27
28

29

To make agrotourism farms understand the merils of keeping the database at
one place(ODR}) in order to find customers constantly from a wide arca.

Prepare a data sheet of tourist information and distribute it to each agrotourism
farm.

Collect written data shects.

Database containing tourists information is developed at ODR

Establish connecling systems with other regions’ agrotourism information
networks including the pilot project of Network of Tourists Information
Centers in Szezecin, Koszahn, Slupsk and Gdansk provinces funded by EU-
FAPA.

Analyzc the collected data and information and decide main target promotion
areas of Konin’s agrotourism

Transfer the analysés and target areas to agrotourism farms.

Distribute the agrotounsm pamphlct prepared by ODR 1o people working in
the target arcas in order to show it at differcnt working places.

When GDR receives mqumcs from pcople living in other provinces regarding
agrotouusm farms in Konin Provinee, it will introduce several farms.

PAG-4-11
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7. Expected Benetit of the Project

7.1 Direct benefit

(1) Number of agrotourism farms will increasc by 4 farms a year to make a total of 20
in five years time.

(2) These new agrotourism farms will increase their revenues by 12,144 zi per year on
average.

May-June : 32 people x (152Haccommodation per night + 18 z1/3 mééls) = 1,056 1
July-August : 24 people 14days x (1571 + 1821) = 11,088 21,
Assbmplions:
1) Initially, a farin rents out lWo rooms with 6 beds
2) Accommodation cost per night :15 21.
Breakfast 4'zl lunch ](}.zl ' :;uppcr 4 zl.
3) 1 family slay ata farm at weekends from May to June

4} From Jul) to August occnpam:) rate 1s 100 pcrccnt based on the fact that forly
percent of 18,000 persons (7,200 persons) cannot find accommaodation during
the busiest scason(July to August). Average length of stay is 14 days.

{3) Direct job creation:
1 person {cook) x 20 farms = 20 pcople

ODR : 1.5 people (5 years) + 1 person{6 months)

7.2 Indirect Benefit

(1) Local agncullural produce w1|l be soid to tourists

(2) Producers will be able lo scll their agricultural producc dlrccily on the
farms. ‘

(3} People will start to mmatc rural dcvel()pmant by lhcmselvm afler :
prospering with tourism.

PAG-4-12
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8. Weakness of the project
Even though farms may want to start agrolourism opcrations after learning about

it and its potential, it may be difficull for them to obtain the money for initial
investment purposes.
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$proovs dasy ued suued (p
WO im esadood
wsunmordy (€
4ao0
18 UOHONISUCD & J¥BALIEp
w wadxo wue stoawyl (2
satnuno> 1 Aq pueiod
0] popueoes  wsunololfe

Sy

SpUnN] UOUOWOId WISINOI0ITE UStaI0}
puE 21S2WOP AQ PIOURLY 3 {{tm 0000 SSN * $IS00 [&I0L
spueul] v
SAUIALDE UOTIOWOL(E
SI971U90 UOTBULIONU! [Eu0ITaL
1340 Y safeur Jo wetuysiquIsI(T
aseqEIRp 4O Wwawys e (]
00€°L 88N SINLALYE UONOWOL] 'E
(sour 7) susadxo wsLnojosfe Jo uonepavl(s
(sown ¢ X SAEp 7 X swrey 07) woneziuefi o) (7
(sawmg X swuey g1)sasimod Jururesy (1

‘sgoe sonowold 38re1 ur Sunpiom a1dead 01
¥A0 4q pasedasd wojydwed wsunow0aSe o) NSy v'Z
suue) wsunojoide o) seee uonourord
UONTWIOML  PIZATEUE - ANQUISIY €72
SYIOMITU UOIERLIOJUT WstinotoIfe
suotfar sogo ypm swasAs  Juposuuod usiqesg T
waoy
Ut PoATIS MIDWOISAD WISLINOIOITE JO I8TqUIEp YSHQEIRT 1T

128 Suipnpou

O suadxs 2WOS e AU
Jo su 0 zco:mmwcoom o.odm £8N . zoE_an, Suiel], 'z SIS 9210ES10
a 00L°T S0 EEwoncoao& (T | pue somunos ng woy suodxo wsunojoxfe ouaul €'
SonIATIOE 00L'ST $SN sipak gxodoad gt (1 sas1n00 Furures oyi ut pajedionied oym 3oy pue
wsunolo8e 1Rl O $20INOSM £om0dUBIN T | oirer wsunowos$e Funsixo soy sinoy Junssia azwefio T
[BIDUEGL  puUy  uBd  Swdeg so8in0a Sutuien wsumeoide SIseq 0) swie) pudg '
mduag STALIY
SISATQ WOl}

- SIEAUL FUIPT{DUL OITAIN
aptaoad swiey WSUROWOISY (2
9SE0IDUL SULIE) WISTINCI0IST
1 fwdes ssunol jo o (1

[19pi0 *s19Ang Kq ponsst s1A009Y ¢
yooq Sununosoe s Auedwo] £

Jwod Fuinde[(ed e Jo souotd T
Aurdwon B JO ML pudSITay |

SIPWOEND Wo1y A2Inbut JO "ON T
: suLiey
Eztgowo&mvobu.,.._we.«o.oz_

pOIZNPUOD T $IMIANDE Otourod wsLNE10LSe MeWNSAS T
SIVEUOUL WISUNOI0ITE 1IEIS OYM SWLIR] JO SLAQUINN T
mdng

UIADL ULUOY Ul JWOL!
ot [RI0} Ul sONIALDR

Wuladld
ey 3o HOOQUEIA  {RONSNMIS Ezt:owo.&a wody NUOVU] PILIKIDALD KT IDUIACI VIO up 2z noudy
asoding waloag

A2AJ0s tLied

Jswieg 3o xooq Jununoody O SULR) JO AN[IQTIL0L]

DIUIAOL] LTUOY Ut PIAGIdWI St dWEdU!  SWie) 3O Auparigoerg
[805) [[BXAQ

. :om_nﬁumwd\ juerroduy

sz03PUY AGEYLIIN

UONIEIJLIDA, JO STRI

ATeming JANCLIEN

NSIHNOLOYDY 40 NOLLOWOHJ t-9vd 10} (wad)xuew ubiseq 199foid

PAG-4-14



1.1

1.2

1.21

PKI-I Developent of Aluminum Downstream industries

PKI-1 Developnﬁeni of Aluminum Downstream Industries
(KI-11, KI-12, KI-13, KI-14, KI-15)

Ratlonale of the Proposed Project
Status of Downstream Industries and Necessity in Konin Province

The aluminum indusiry started from the construction of the aluminum smclting
works in 1966. In 1972, a rolling scction was added and the works have playcd an
important roll in the Polish aluminum industries, However, the downstream
industry for aluminum producits has not been developed duc to government policy
for the planncd economy. Although cconomic liberalization began in 1989 and a
considerable number of technologies for processing aluminum products were
introduced from Germany, France cte. in other parts of Poland, the development
has been hampered in Konin Province due, mainly, to Jack of finance. Now major
companies in Konin, including Huta Aluminum Konin arc procceding with
restructuring and will be able to supply capable engincers and workers for such
downstream induslrics in the future.

Demands and Supply Situations in Poland

Aluminum Demands in Poland

Aluminum processing industrics in Poland are increasing rapidly. Figure PKI-
I-1 shows Aluminum consumption per capita. Consumption in Poland is still
low, compared with EU countries, bul is expected to develop in the fulure.

Figure PKi-1-1  ALUMINUM CONSUMPTION PER CAPITA, 1995

R TY

kg/ Capita
&
[~]

EU Total Poland

{source: estimation from Meta) Statistics and Huia Al. Konin)
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PRI Development of Afumiinum Downsirean: industries

Hula Alummum Konin is the only produccr of prlmary 3!ummum and rolled
products in Poland. More aluminum products arc 1mportcd than are produced in

domestic market. Importcd alummum products, by lypc and amount in 1995
and 1996 logcthcr wilth their origin are shown in Tablc PKI-1- 1

Table PKI-1-1

IMPORTED ALUMINUM PRODUCTS IN POLAND

year 1995 1996 lmperléd f;om
1 |Aleminum powder & fhakes 960 1,003 Russia, S!(I).vak‘ia; Brasil N
2 |Bars, sections 5,631 9,519 Belgiv ms;;g\f;":‘i*;i"[’l'aa_c“"'a""
3 |Atuminum wite 8,361 12,596 Norway, Switzerland, Hungary
4 Shulle'r strips 9,860 6,320 Holland, Germany, USA
lacquered 2,060 1,612 ltaly

covered with plastics 7,800 4,108 Gc‘rm:any, Fra n&e, l?ngiand
5 |Foll 26,724 35,560

printed and rcinforced 13,311 18,296 . Austria, Holland

printed aand withou! base foundation 468 273 Geormaany, Switzerland
teady (o be prinled_ without base 5317 f;,f:‘.)l Sweden, Haly
foundalion
on card board 7,628 10,330 Czech
6 fPipes & whings 372 559 Germany
flexo 456 162

connectoss and elbows 1i6 97

7 JAtuminum constructions 5,921 7,189
construction holcs & the paris 5,924 7,189 Germany, llély. Sweden

8 |Doors & windows 1,259 1,405 Germany, Denmark, Sweden
9 [rotal 102,371 123,660

{Source: Huta Aluminum Konin)

1.2.2

Comparison of Polish Demand Sl'rucidréjwlth thé_ Other C'ounl'rlies

The major industry Cbnsumé_rs of aluminum in the EU, USA and Japan are
transportation, the majority of which is for automobile, construction which
comprises civil and archilectural, and packaging and containers, éspccially for

food.

PKI-1.2



PRI-I Development of Aluminum Downsireant industries

In Poland, the major consumers are construction and food packaging and
cantainers, Rolled pIales and shéc!s and extruded shapes arc the primary raw
matg:ri_éls for such fields. Huta Aluminum’s sales structure is shown in
comparison with the EU in Table PK1-1-2.

Table PKI-1-2 SALES STRUCTURE OF ROLLED PRODUCTS OF

HUTA ALUMINUM
ftems Huta Aluminum Konin(%) LU(%)
o 1994 1995 1996 1997

Elcetrical ficlds 52 5.7 6.0 5.8 5.0
Houschold 18.6 13.1 1.0 7.1 5.0
Construclion 11.0 11.1 14.8 11.5 12.0
Packages 28.0 324 25.5 29.8 45.0
Transportation & mototization 4.5 55 7.2 5.6 11.0
Machinery fabrication 3.0 4.6 5.2 4.0 7.0
© Wholesale 29.7 27.6 30.3 36.2 15.0
Total 100 100 100 100 100

3 { Source: Huta Aluminum Konin)

1.2.3 Strips, sheets and folls

Concerning aluminum strips and sheets, the consumption in European countrics,
USA and Japan are compared in Table PKI-1-3,

‘ PKI-1:3
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Table PKI-1-3 DEMAND STRUCTURE OF ALUMINUM SHEETS & STRIPS

ltems Lupose in "M USAin 95 . o !apﬁnin")(:

Aluminum Extrusion D¢mand c:;i;!a Ratio | Demand 'c;:irla Rfitio Demand C:E;i:a R.alio

Unit kton c:f}:a % kton .c:[ﬁ’la ) % lldon c:;fiia %
Transporlation 1a7] e37t eal et 241] 164 17| oso| 102
Machinery 21 033 551 203 079 54 6] 013 1.5
Flectrical o ooo| ool 13| os2{ T 3s| | osi| 96
Construction 00| ors| 32 se7{ 220] 150 83| 069 7.8
Printing board Ho| . 030 sol - oco{  oof] . | o000 0.0
Domesticapplinces | 155 | 0a42| 720|220 ess ss| - 14l on 13
Cans 385 104F 176 000 0.0 0.00 00
Packaging n2|  1e2|  s2s| ies2| e8| os2s|  ssi| 4sa| sso
Wholesale 32| ors| 129] . 0.00 oo| . 0.00 00
Osher 0.00 0.0 a1l ose| 0 12| ss)o129) o147
Total 2,192 so| 1woe|l 372| 146! 1w000| 1085 88| 1000

(Sousce: calcurated frem the data in EAA, Aluminum Association, JAA)

In Poland consumption of strips and sheels of ordmary and thm dlmcnsmm is
rising. Huta Aluminum Konin is supplymg alummum lo the aluminum foil
producer in Poland, Zaklad Metali Lekkich (AML “Kety”) in Kety which is
producing foil in the range of 0.2 to 0.006. However, since aluminum foil is
defined as having a thickness not exceeding 0.2mmm, Huta Aluminum Konin
itsell is producing foil products in the range of 0.2 to 0.07 mm. The rest of
demand is supplemented by importation as follows:

® 1995--- 26,724 (including 6,874 tons of metal foi)

®  1996--- 35,500 (including 6,874 tons of mchl foil} ‘
Allhough the quantilies include products which can be supphcd from domestic
producers, such importation was made due to the market competitiveness and
processors’ relations  and financial connections with foreign producers.
Therefore, the “pure” import of metal foil can be cstimated at 1,000 tons
annually. This shprlagc can be limited in the near future through modernization
of a roll mill in Konin which will allow an cxpansioﬁ'()f Hula’s product range o
0.2 to 0.04. This will allow production of thick foil for pot lids (market demand
1,000 tons) which will release production capécilics in ZMIL. Kety.

PKI14



1.24  Extruded Shapes

PKI-1 Developmen

of Alwmintm Downsircam industries

Con’;crning the use of the élumiﬁun{ shapes, consumption by conslruction
industry accounts for 56% of the total in Furope. Comparison with the other
countries is shown in Table PKI-4. In Poland demands for construction use
have not been developed yet, allhough several producers cxist, these arc as

fol!ows

¢ ZM! Kcty, matenal 1mp0rlcd and rccyclcd

® Sapa Trzcianka; cooperation with a Swedish company

® Hydroaluminum Chrzanow; cooperation with a Norwegian company
However, it is anticipated that the demands will grow rapidly.

Table PKI-1-4 DEMAND STRUCTURE OF EXTRUDED ALUMINUM

{tems Eupoie in"94 USAin '9 Japanin'9s
Aluminum Extrusion | Demand c::irla Ratio | Demand c:;i'la Ratio | Demand cap;i'!a Ratio
Unit kton c:;f;/f o | o c:;'! N c:}f}‘;a %
Transportation 18} 037| w3| 64| 1a1| 303 ns| o9 9.8
Machinery 135|036 100 go| o3 6.7 64| 033 55
Electric 49 0.13 i6 13 0.28 60 39 0.32 33
Constuction 754 2.04 56,0 549 2.13 45.7 844 7.03 723
Domestic appliances 7 021 5.7 110 0.43 21 45 038 39
Others 193 052 143 25 o.10 272 61 051 52
Total 1,346 364 160.0 1,202 4.66 100.0 1,167 9.72 100.0

{Source: calculated from the data of EAA, AA, JAA)

1.3 Dlrection of Downstream

| industries from
Production Set-up in Huta A!uminum Konin

the View Point of

'Hula AIummum Komn has an aggressive development plan. The rolling scclion
_ w:ll be doubled by 2000 and the smelting section will be newly added by 2003 to
2005, The company’s major Iarget is to expand rolled products, such as plates,
sheets, strips and bands. The present production pattern of rolled products is as

fol lows

. PKL1-5
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PKI-1 Development of Alwminum Downstream indusiries

Table PKI-1-5 HUTA ALUMINUM ROLLED PRODUCTS

Thickness | Production L

L Major applications

in mm percentage - :

5-100 10 construction materials of acrospace, shipbulding,
chemical, automobile industries, gtc.

0.5-5 60 .5-2: conslruction materials, electrical appliances

~ 0.5: delivered to Kety and mlled into 6 8 foil
0.05-0.5 30 0.25: beer cans

©.18: window blinds
0.07-0.09: food containers, d\spOS'able Irays

(Source: Huta Aluminum Konin)

By cons.idumg the producllon scl -up in Huta Aluminum Konin, processing of
aluminum slrips and sheets will be the most cflective down stream industries i in
Konin.

Potential Aluminum Processing Industries in Konin

The above mentioned invcéligations lcad to several i)osé;ibiiitics of aluminum
processing industries. The implementation _'of the projecls will be more
cliective if they are cascaded according to the vrgency of demands. These are
identificd as follows:

The First Phase

A coating Factory for Aluminum Strips and Sheets

There are urgent requirements for strips and sheets for construction,
Iransportation and packaging uses as follows:

® high durability ‘

® ecnrichment Dfsurfacc,

For the requirements, coalmg lcchnology as well as anodwauon is piaymg an
important role in alumlnum surfacc lreatmcm Such surface lrt.almcnls as
anodized la)cr formahon and elcclrolys;s Colormg have not rcally been
requircd yet, but coalmg and ]acquermg arc needcd Requarcmcnls for hlgh
anti-corrosive and rich color is rising and coatmg is bcmg adopled to mecet
these rnqunruncnls Coalmg can oblam high produclmty by applymg a
continuous coaling line and superior post-processabilily to anodrza.uon. So far,
there have not been any possibilitics of lacquering aluminum in Poland. As a
substitute, tinned steel sirips and sheets have been used (production capacily in

PKL-1-6
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PKI-1 Development of Aluntinion Downstream industeies

Poland: 70 thousand tons per year). There is huge demand for the products.
Demand for coated strips and sheets is not restricted just to Poland, but is also
in cvidence in the CIS countries. The following highlights the recent
consumpiion in Poland: L

® Importsin 1995 2,292 tons

® Imporisin 1996 5,635 tons

#® Huta's supply (lacquered in cooperation) 800 tons

Demand structure in 1997 is as follows:

® Packaging industries {drink-cans; cap) 6,500 tons
® Conslruction and others 6,435 tons
® Total 12,935 tons

Main uses of colored materials are as follows:

Table PKI-1-6 MAIN USES OF COLORED ALUMINUM SHEETS

‘Thickness of strips and

] Main applications
sheels in mm

2-0.5 Construction matcria}s (roof covers, wall facade,
underslung céiﬁng, insulation-sandwiched plates, garage
doors, road signs, etc.), Transportation {bodies of cars
and buses, bodies of caravans), Electrical (boxes for

electrical devices, air conditioners})

0.5-0.05 Packaging and containers (meal cans, botlle caps, trays

for food (0.07mm)): presently used in raw aluminum

{Source: Huta Aluminum Konin)

Presently Huta Al_uminum Konin dclivers sirips and sheets to Kety and sells
coated products, which is expensive and inefficient.

A Facto'ry for Aluminum Sheet Work

The aluminum oonsum;ition for machinery and ecquipment fabrication in
Poland is relatively lower than the one in the EU (Refer to Table PKI-1-2).
There will be increasing demands for aluminum products using strips, sheets
and plates, such as cva{pdrators for household refrigerators, large tanks and silos

PKI-1-7
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for 1ndu9lr|al producls and agncullural slomgc alummum boals, rail car bodics,
chsuru facilitics, cte. Thcsc Can be f’tbrlmlcd in ‘;tccl <;hcnl work f'u:lorlcs
1ddmg some special tools and cquipment for alummum wc!dmg and cul!mg,
etc. Fugo S.A. has a lang hlsiory in steel sheet work and is not agamst entering
into aluminum sheet work business, if it could fm_d a major pariner for market

development, technology and finance. It may offer land, building and engincers
and workers,

A Factbr}r of Aluminum Radiators for Space Heating

Mainly stee! radiators have been used for 'Spacé‘hc'aling in Polish houses and
buildings. However, recent demand for steel oncs has fallcn to 10% and fhc
demand for aluminum radiators is incréasing, mainty because aluminem
radiators have higher heat transfer cfficiency than steel ones. Prescntly
aluminum radiators arc imported from llally and ofhcr western cdunlries and
locally producced in Kcty by the extrusion method. Duc to high import duty the
use of imported radiators is saturated and radiators produccd by extrusion
methods have drawbacks due to the need for post asscmbly.

Frontal in Konin has a plan, if they find a proper pariner, to produce
compélitivc radiators by dic Casling methods using rccycled aluminum. Total
demand for radiators for space hcalmg in Poland is eshmated to be 20 o 25
million picces per year, of which alummum radiators comprise about 50%, t0
million pieces per year. The estimated dcmand is justificd by the following
calculation. In 1995, the total housmg stocks in Poland included 11.3 mllhon
dwellmgs (Populat:on and chl!mg Census, from May 17, 1995) and 61
thousand (0.54%) new dwcllmgs were compleled. Supposing that. 3% of the
total housing stocks are cqﬁippcd with new radiators and a dwe!ling has 3
rooms, each of which has a radiator with 20 clements, lhcn'the required number
is 20.3 million piéces per year. The company plans“t‘o produce S miltion picces
per year in Konin by the above mentioned melhﬁde Export to surrounding
counirics can be expccted The company is able to supply engmecrs and
workers, factory bunldmgs and land for the new vemure

PKL1-8
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The _Second Phase
A Factory for Aluminum Extrusion for Construction Matcrials

Aluminum malcnah for civit and archucclural uses are mamly sheet and
extruded profites. In the first phase, a manuchlurmg set up for the sheet will be
established. As for the sccond phase, conslrucllon of a factory for aluminum
extrusion for constructmn materials is propmcd In the EU, USA and Japan,
sashcs and cprlam walls for building construction and sashes for detached
housing are largely used in order to achicve a better appearance, (0 minimize
site works a'nd to sho_rlc_‘n' the conslrﬁclion period. !llowcvcr, in Poland demands
for large panels of curtain walling for modesn buildings have not developed so
far in order o improve appcarance.'Ra'thcr demands for aluminum sashes for
apariments and detached houses to be built or as the substitutes for existing
wooden windows are more likely to increase in order to obtain more air-
tightness.

An Aluminum Foil (thin strip) Work Factory

Semi rigid alﬁ_minum containers are becoming objects of great interest among
producers. The most important manufacturer is SPPR Warsaw, while other
producers are very small companies scattered all over the country. The
consumption of thin sirip in 1996 equaled 479 tons and 560 tons in 1997, Their
product quality is poor and of little variely compared with foreign products.
Semi rigid packages are becoming more and more appreciated in the world due
to their simplc conslruction, universal use for various packaging of products
and especially due to ease of recycling.

A Factory for Aluminum Foil Lamination

Demands for high quality surface treatment of aluminum strips, sheets and foils
are described in the description of a coating factory in the first phase. In the
second phase, an alominum foils lamination factory is to be proposed.
Aluminum foils laminated with plaslic films such as polycthylene terephthalate
(PET), po]ypropylcne and nylon cte. have excellent characteristics for light-
insulation, heat- resistance, toughness and high oxygen and moisture barricr and
are used for h:gh quality food packaging in the EU, USA and }apan.

PKE-3-9
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Pro]éct Purpose

Developmenlt of aluminum downstream industrics of Huta Aluminum Konin

3 Output of the Project

31
(1)
#3]
(3)

3.2

(1)
2
3)

" The First Phase

A coating factory of aluminum strips and sheets for construclion materials and
packaging materials is consteucted. | '

A faclory of aluminum sheet work for industrial cquipment, shipbuilding,
transportation and Icisure is constructed. '

A factory of aluminum radiators for space heating is constructed.

The Second Phase

A factory of aluminum extrusion profiles for construction malterials is buiit.
An aluminum foil work is constructed.

A factory of aluminum foil lamination is constructed.

4  Project Description

4.1

4.4.1
M
1)
2)

3)

Design Basis and Flow Scheme of the Project

A Coating Factory for Aluminum Strips and Sheets
Design Basis
Annual production capacity: 20,000 tons

Product covelragc:

Strip thickness (mm) produclion'perccnlagc (%)
0.21-0.30 - 30 ¢ |
0.31-0.60 50

0.61-1.4 20
Product application ‘

® packaging
@ construction

PKI1-1-10




)

4.1.2
0]
1)
2)

2)

PEIL-1 Development of Aliumisnan Dowastrean: industries

L lranépor'lélion
Flow Scheme

A flow scheme for a color aluminum production line is shown below:

Figure PKI-1-2 FLOW SCHEME FOR A COATING FACTORY

Scope of Huta Aluminum Scope of Coating Factory

A Factory for Aluminum Sheet Work

Design Basis

Annual production capacity: 1,600 tons

1
1 ] 1 1
' Uncoiler : : Uncoiler '
: ! : ; 3 :
1 Shear : : Inlet accumulator ;
1
| ¥ : ) ¥ )

i 1 ]
' Stretcher ! ' Dryer :
; ¥ | ; ¥ :
, De-greasing ! ! Coater '
: L] . ; L] i
i | Chemical treatment | ! ' Furnace '
; !} : ; ¥ :
" Water washine . " Cooler :
: ] : : ¥ i
E Dryer ) E Qutlet accumulator '

] ]
: . : : * :
' Winding recl : ! Winding reel '
] ] [} 1

Produbl coifcrage: sheet thickness ; 5 to 100 mm

Product application

® silos for petrochemical, chemical and agricultural products

® cquipment for pneumatic conveying system
® [cisure boats, rail car bodies
Flow Scheme

A flow scheme .fdr‘lhc aluminum sheet work is shown below:

PKI-1-11
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FigurePKI-1-3 FLOW SCHEME FOR ALUMINUM SHEET WORK

Culiing
;.
Bending

¥
[idge preparation
¥
Welding
1
Finishing
¥
Testing
¥
Painting
Packing

413 A Fadtory for Aluminum Radiators fbf Space Heéting
(D Dcsign Basis |
1) Annual producﬁon capacity: 10,000 tons ( radiator ; 5 miliioh pieces)
2} Raw material: mainly recovered aluminum

3) Product application: Radiator heat clement
(2) Flow Scheme

A flow scheme for aluminum radiator manufacturing is shown below:

Figure PKI-1-4 FLOW SCHEME FOR ALUMINUM RADIATOR
MANUFACTURING

Reeycled aluminum Aluminum ingot
¥ R
Melting aluminum (=== -===n=-mu-
Dic casting
¥
Finishing
¥
Surface treaiment

¥

Product

PKI-1-12
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g@ 4.1.4 A Factory for Aluminum Extrusion for Materlals for Construction
(1) Design Basis

1) Annual production capécily: 3,000 tons

2) Product application: aluminum sashces

{2} Flow Scheme

A flow scheme for aluminum cxtrusion for sashes is shown below:

Figure PKI-1-5 FLOW SCHEME FOR ALUMINUM EXTRUSION

Billet prephrﬁtion » Racking of profiles
¥ ¥
Billet heating Etching
_ ¥ ¥
Inseriion into container Neutralizing
+ ¥
g Extrusion Anodizing
_ @ ) ¥
Coating bank Electrolytic coloring
+ ¥
Stretcher Sealing
¥ t
Sawing Unloading
¥ )
Aging furnace Warcfllousc
¥ ¥
Cooling Machining and assembly
+
Packing
Chemical recovery and ¥
waste water freatment ¥ Delivery
+
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(D

B

2)

(2)

PEl] Development of Ahumminuin Downstream industries

An Alurhlnum Folil Work Facllory

I)csign Basis

Annual production capaciiy: 1,000 tons

Product covéragc: sheet thickness ; 0.01-10 0.07 mm
Product a'pplicdlion

@ disposable packaging for pizza, bread, meat, ¢lc. -
®  aircrafl passenger service trays
Flow Scheme

A flow scheme for aluminum foil work is shown below:

Figure PKI-1-6 FLOW SCHEME FOR ALUMINUM FOIL WORK

Unceiling
¥
Shearing
)

Deep drawing
¥
De-greasing
¥
Water washing & drying
¥
Packing

A Factory for Aluminum Foil Lamina!loﬁ

Design Dasis

Annual produclion capacity: line speed ; 150 rﬁlmin
Product coverage: sheet widih ; 1,200 mnﬁ

Praduct application

® packaging for high performance
® (clonl pouch
Flow Scheme

A flow scheme for aluminum foil lamination is shown below:

PKI-1-14
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Figure PKI-1-7 FLOW SCHEME FOR ALUMINUM FOIL LAMINATION

Plastic film uncoiling Alumlinum
¥ ¥

Adhesive coaling Uncoiling
¥
Lamination ¢

¥
Coiling

¥
Product

4.2 Project Location and Layout

4.21 Plani Site

Adjacent to Huta Aluminum Konin or a site accessible transportation.
The proposed site is shown in Figure PKI-1-8.

422 Area Required

Approximate areas and buildings for the projects are estimated in Table PKI-1-

7.
Table PKI-1-7 REQUIRED AREAS FOR THE PROJECTS
Phase The first phase The second phase
Project No. Ki-15-1 K14 KLl KI-15-2 Ki-13 Ki-12
Project Coaling Sheet w-;srk Radiator Extrusion Foil work Lamination
Unit m2 m2 - m?2 m2 m?2 ny2
Totalreq. |  100x200 100x100 100x100 300x200 50x100 50x100
area 7
Main building 30)&50 30x50 30x50 50x2b0 30x30 15x20
Warchouse | | 25x25 | 15x20 25x25 50x100 25x25 15%20
Officc | = 20xd0 20620 40x40 20x40 20x40 10x10
Waste 15x20 - 15x20 30x50 - -
1reatnﬂent |

PKI-1-15
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PEI-1 Development of Alwuniniun Downstream industries

3 4.3  Organization and Required Manpower

Employees required for the normal operation of the projects arc eslimated as
shown in Table PKI-1-8,

Table PKI-1-8 REQUIRED MANPOWER FOR THE PROJECTS

Phase The first phase The second phase Total
Project No. KI-15-1 Kl-14 Ki-11 KI-15-2 Ki-13 Ki-12
Project Coating | Shect work] Radiator | Extrusion Foil  |Eamination
A Direct workers 30 60 150 160 60 30 518
B | Indirect workers 10 12 36 32 12 6 102
C Tatal 60 72 180 192 72 36 012

4.4 Project Cost

Individuat total project costs for are estimated in Table PKI1-1-9.

Table PKI-1-9 PROJECT COST SUMMARY (on 1998 basis)

Phase The first phase The second phase Total
Project No. KIi-15-1 Ki-14 KI-11 KI-15-2 Ki-13 Ki-12
Project Coating |Sheet work| Radiator | Extrusion Foil Lamination
Unit thousand | thousand | thousand | thousand { thousand ] thousand | thousand
m UsD ush LERY)) UsDh USD UsD UsD
A l.and cost 86 43 43 257 43 43 514
B Building 1,382 943 1,114 7414 906 300 12,150
C Plant cost 20,000 1,714 2,286 10,600 2,286 1,714 38,000
p | Auxiliary 3,000 257 343 1,500 343 257 5,700
facilitics
g | FPre-peration 367 44 57 288 55 35 845
expenses

F | Base project cost 24,835 3,002 3,843 19,459 3,723 2,349 57,210

G | Contingency 2,483 300 334 1,546 372 235 5,721

Initial working

H .
capilal

497 60 77 359 74 47 1,144

,.
|
-

Total project cost 27,815 3,362 4,304 21,794 4,170 2,631 64,075

PKI-1-17
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PKI-1 Development of Aluminun Downstream industrics

Schedules

The schedules for the first and second phase projects are estimated in Figure
PKI-1-9.

Figure PKi-1-9 SCHEDULE FdR THE PROJECTS

Year 1998 1999|iom|200112002 2oo3|2004|éaos[zooa]zdmhoos 2009 émo

I. The first phase projects - 2. The second phase projects

{1} to invitc the _
candidates -

(2) to supply delail
information : e

(3) to propose
institutional incentives -

{4) 1o make the
feasibility study

(5)to conclude the
NCCESSary conteacts i

(6) 1o cstablish the
company

(7) to purchase fand
and exisling facilitics -

(8) to conclude :
construction contract '

(9} to start engincering
and constraction

(10) to make market
development activitics q

w

(1) to hirc employees
and to make training

(12) to start up the
facilitics

w

5

5.1

Implementation Body and Financing Sour@e_

!mplementatioﬁ Bo'dy

A local prwatc mvcstor a forclgn mvcslor and cxpccledly, Hua Alummum
Konin will form a 30ml venture for the respcciwo pro;ecl The local
government will undcrlakc pmmotlon activitics to invile local and forc;gn

investors, rundenng msllluhonai mcentwes and supplymg mfraslruclural
services. The roll of cach parmer will be as follows

© PKI-I-18



PRI-I Developient of Altningn Downstream fndustries

® The local investor : mainly rcspomlblc for supply of land building,
engincers and workers, utility supply and operation after start- up
® The forcign investor : mainly responsible for supply of tecchnology,
markclfng and finance
® Huta Aluminum Konin : mainly responsible for supply of technology and
" raw materials and marketing

5.1  The Source of Funds
The capital stock is 30 % of total investment cost. Each partner shares the
subscription in kind andlor funds. The rest will be financed by credits and
loans.
6  Actlvities
The six projects require a similar implementation program. The required
aclivitics are enumerated as follows:
(1) toinvite lhe candidates wishing to deliver the various schemes
{2) o supbiy detailed information on the proposed fand, infrastructute, raw
materials, uuhl:cs markel situation and labor conditions, etc.
3) to pmpo'sc institutional incentives
(4) to make the feasibility study and to decide the concrete details of the company
5) to conclude the necessary conlracts such as the joint venturc agrecment, decd of
association, f inémcc agreement, technology license agrcement, raw material and
ulility supply agreement, etc.
'(6) to esiablish the éornpany
(7} to purchase land and existing facilitics if required
(8) to concludc construction contracl with the success{ul contractor
(9) tostart engmccrmg and construction of the facilities

(10} to carry out market dcvclOpmcm activities

(11) (6 hire employees and begin training

(12) to start up the facilities and to start the company operation

PKI-1-19
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PRI-1 Development of Aluminum_ Downstream industries

Expected Benefit

7.4 birectﬁBeneﬂt

(l) lncrm‘;c in thc Gross Domcsllc Productlon in Konm Provmcc

Total producllon of the propo‘;ed alummum downslream mdu%lncs is c'illmated
as shown in Table PKi-1-10, GDP of Komn Province was 3?124 million PLN
in 1995, Inflation from 1995 to 1998 is estimated to be 46.3% and net GDP
growth rate is considercd to be 6 %/ycar. GDP of Konin in 1998 is cstimated to
be 5,441 million PUN. Therefore, an approxunatc 11 percent increase of GDP
in Konin on the 1998 basis, will bc cxpected by the project.

Table PK!-1-10  ESTIMATED REVENUES AND VALUE-ADDED ON THE

1998 Basis
Phase The first phase . The second phase = Total
Project No. unit | K151 | KI-14 Kbt | Kiis2 | ks KI-12 .
Project Coating [Shest work] Radiator | Extrusion Foil l,am:]nallo
Ave . , | / . . . . . : P . .
A| Average rawal | PLN 9.2 90 5.0 60 1.2 20.0
markel cost kg .
i s I : B B T
| AAverase product | FLN; 130 25,6 15.0 300 200 30.6
markel price kg - :
c| Froduction vy | 20000] 1000 10000f  3000f 1,000 1,000{ 36,000
capacily
p| Towlraw Athous| Lo o0l o000 sootol 1sooo| iiee| 20000| 292160
material cost PLN
E| Totalsaks ";I";:' 260000] 25000| 150000| 90,000} 20000] 30000] 575000
£ | Total vatuc added ‘t(;ur: 76000 16000 100000] 72,000 sz40| 10000 282840
thous. . o o .
G Total sales USD 74,286 7,143 42,857 25,714 5,714 8,571 164,236
H {Total value added| ‘Z"S“g 21,714 457 285711 20571 2,526 2857 - sosn

(2) Increased Employment

In total 612 cmployccs wnll dlrcclly work for the aluminum downslream
industries as shown in Table PKI-1-8. Both ['rcsh gradualcs and the capable
engineers and workers, surplus from ratmnahmuon of the three key industrics
will be able to find jobs in the new companies.

PKI-1-20



LEI-1 Development of Aluminiun Downstream industries

(3) Acccleration of Rationalization and Business Development in Huta Aluminum

Huta Aluminu‘m Konin will be able to secure captive users of his products and
will be able to proceed with an integrated rationatization from the smelting to
the final 'producls together with the downstream industries.

(4) Development of Clean Industrics

The aluminum down stream industrics will bring environmentally-clean
developments to Konin Provinee.

7.2 Indirect Benefit

(N Dcvclop:mcnl of Supporting Industrics

Supporting industries related to the alumioum downstream industrics such as
maintenance, physical distribution and further-downstream industries will be
developed in the district.

(2} Improvement of Konin's Image

Collorful architectural products or food packaging will improve Konin's image
in Poland and atlract more investors and tourists.

8  Weakness of the Project

(1) High Invcstmcn{ Cost

It will be difficull to find domestic investors, H nccessary to find forcign
investors for finance and technology.
(2) High Quality Management and Control of Production

High quality management and control of production will be required for the
aluminum downstream industries. Improvement on the present situations will
* be essential.

PKI-1-2]
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