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BASIC INFORMATION ON FOLLOW-UP MATTERS IN RESPECT OF 
PROJECTS PREPARED BY PARTICIPANTS.

1. Name of the Proj ect

2. Prepared by

3. Country

4. Location of the Project

5. Organisation responsible for 
Project Implementation

6. Anchor Activity of Project 
(Commodity/Service)

7. Project Duration

8. Area of Operation

9. Total Capacity

10. Target group / Farm
Households to be covered

11. Name of new organisation 
for implementing the 
project, if any.
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12. Supporting Organisation 
(Financial)

13. Supporting Organisation 
TEchnical

14. Has your government approved 
the Project in principle?

15. Total Project Cost

16. Equity Capital for Project : 
from implementing Organisation

17. Other owned resources for 
Proj ect

18. Sources of External Funds:

18.1 Government Fund / Capital/ 
Subsidies

Rate of Interest on above, 
if any.

18.2 Bank loans 

Interest rate

18.3 Other sources 
Rate of interest

18.4 Resources not yet 
Identified
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19. Technical know-how needed 
for Project Implementation

19.1 Whether locally available?

19.2 If not, what part of :
technical know-how is desired 
from outside the country.

20. Machinery and Equipement

20.1 What percentage locally 
available?

20.2 What percentage to be 
imported?

20.3 If external assistance is : 
available what specific 
machinery/equipment would 
be desired through such 
assistance?

20.4 CAn the project be started : 
with locally available 
material?

21. When the work could be started 
on the project? Please give 
details.
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22. Skilled Manpower for Project;

22.1 Trained personnel available
for operating the Project Yes / No

22.2 Whether training abroad is desired; Yes / No

22.3 If yes, in what specific areas?

23. If the project is based on the : 
on-going activity of a coop, 
please give brief description of 
the present activity.
Indicate when the new project 
activity could be started.

24. After the training course will 
you be able to help in further 
improving the project?

25. After the training will you have
the opportunity to directly or
indirectly help in project
implementation?

26. Address to which we should
correspond with you in future 
on project matters

27. Any other details you consider 
important for follow up by ICA

Note; Participants should revise the project during their stay 
in IDACA on the basis of available information and com
ments made by groups and resource persons. One copy of 
the revised document should be given to me before leaving 
IDACA. Another copy should be kept with you for follow- 
up work in your country.
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C H A P T E R - 1

S U M M A R Y

1.
2.
5.

5.
6.
7.
8.

9.

Name of the project
Prodect area
Total project cost
Total initial 
investment
Working capital 
margin 1st year
Sources of fund

Debt.Equity ratio 

Installed capacity

Expected capacity 
utilisation

Product

Rangpur Co-operative Tobacco Project.
: Whole of Rangpur district.
: '\7o73 lacs.
: 15.78 lacso

: 1.95 lacso
: Equity - 1.38 lacs
Medium term laon (BSBL) 14-.40 lacs.

: i) Fixed investment 92.5 : 7»5
ii) Working capital loan 90 : 10

; Single shift of 8 hrs/date & 300 working 
day/year.
a) Cigarette tobacco for marketing It?S',000 kg
b) Leaf tobacco for processing Ĵ jff̂ OOO kg
c) Stem W,000> kg 

: 1st year 60%
2nd year 70%
3rd year 80%
4th year 90%
& onward.

: i) Cigarette tobacco for marketingc
ii) Processed tobacco *A' & 'B' grade,
iii) Tobacco dust.

11. Implementation period 1 year
12. Organisational Management 12 members Board of Directors
13. Operational Management Manager, Staff & Labours (22)
14. Rate of interest @ 15%
15. InataXmont of loan yearly Tk. 4.30 lacs.
16. B, Co R. 1,14%
17. Net present value 88.58 lacs.

Me. I. Ec R. 100.001%
19. Pay back period 1 year 2 months.
'3b. Project period 10 yearso



C H A P T E R - 2

2

2.0 BACKGROUND:
Agriculture plays a vital role in the economic development of 
Bangladesho About 85 percent of the total population in the 
country depend directly or indirectly on agriculture for their 
livelihood. It contributes about 52 percent to the G.DoPo The 
major contribution comes from cash crops. The main cash crops 
are jute, tobacco, tea, sugarcane, oilseeds, pulses, spices 
etc. At present tobacco plays a dominent role in the economy. 
Every year Bangladesh exports tobacco mainly to USSR, FRG, 
Hongkong, Sweeden & China»

Different kinds of tobacco are cultivated approximately in 
125»000 acres in the country. It is cultivated more or less 
in all the District & about 50,000 MT Tobacco is produced 
annually. Rangpur district is the leading tobacco growing 
district of the country. The climate & soil condition of 
Rangpur is very favourable for tobacco cultivation.

The overall situation of the project area is mentioned below:-
Area of Rangpur District 
Population (as per 1981 census)
(a) Male
(b) Female
Number of sub-districts 
Number of union councils

3705 Sq nilos 
17,03,357 
8,77,096 
8,26,271 

8 
81



- Municipality : • 1
- Total Farm household : 2,10,817 Nos,
mm Total Agricultural Blocks ; 210 It

- High land : 1,10,550 Acre
- Medium level land : 31,545 It

- Actual cultivable land : 4,18,651 t>

(a) One crop 97,203 It

(b) (Two crops : 2,57,782 It

(c) Three crops : 63,666 it

- Total irrigated land : 1,23,708 It

(a) Under D.T.W. : 47,959 11

(b) " SpT.W. 58,123 t t

(c) " Power Pump : 7,418 It

(d) " others : 10,208 It

- Total irrigation equipment 7,410 Noso
(a) Number of D«T»Wo : 864 It

(b) Number of S.ToV/, : 6,260 II

(c) Number of Power Pump 286 It

- Total Pood Production : 4,39,947 MT
- Total Demand for food : 3,42,147 II

- Surplus food : 97.800 It

2,2 Rangpur district is mainly tobacco growing area„ The other crops 
are sugarcane, jute, paddy, vegetables etc. The tobacco cultiva
tion in Rangpur is supported by Agricultural Extension Department, 
Tobacco Research Institute, Bangladesh Agricultural Research Ins
titute, Bangladesh Tobacco Company & Nationalised Banks.
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2.3 Production &. Productivity, Cost & Benefit, Risk & Uncertainties:
The area & production of tobacco in Rangpur district during the year

- 85 to 1988 - 89 is mentioned below

Year I Production (MT) i Total
{lE^raTLocal/l under ^ ction"I tte To-4 other j produ- } other |j bacco ; varie- | ction J m Q V g . _  ! variety | ̂

Production per acre

9̂8>4-85 23850 19750 43600 10000 8500 18500 0.419 0.430
1985-86 25600 12600 38200 41300 6970 48270 1.613 0.553
1986-87 22900 8960 31860 11950 3700 15650 0.521 0.412
1987-88 23660 12450 36110 8250 3953 12203 0.348 0.318 crop

damage
0.3541988-89 25250 12350 37600 10370 4370 14740 0.410

Source: Agricultural Extension Department Rangpur.

The mixed cropping pattern of 1 to 3 crops in a year is adopted by most 
of the farmers in this d̂ istrict. The cropping pattern & cost & produo*̂  
tion to farmers & net income for production of jute, tobacco, mugabean, 
potato is given in the Amiexure-'3. The benefit cost ratio of production 
of tobacco is 4.20% & potato is 1.09%..

In comparision to other crops the tobacco is less affected by insects & 
disease. Ofcourse diseases like Mosaic & Leaf curl may often affect 
the crop. This crop is adversely affected only when there is hail 
storm 8c then the yeild becomes very poor.



Existing: Marketing; System;
Generally the farmers yeild the harvest in three different stages. 
Most of the tobacco growers sell out a major part of their produ
ces to the local traders & stockist during the period from March 
to Jimeo So they can buy their subsistence & daily necessities & 
also to pay back their loanc, Generally the affluent farmers hold 
on their produces & sale it during off season & thus they get 
higher price.

Every year the Government fixes minimum price of tobacco Anne:rure-5.
As the Government have no marketing arrangement, the growers cannot
enjoy the benefit of minimum price as fixed by the Government, As
such the private traders control the market according to their oim
advantage, Prevelent market price of the tobacco for the last 5
(five) years is mentioned below (^) means not availaole)

(in rates for every '"00
(Amount in Taka) fes)

Kinds of Tobacco 1 Month , T""- -..1 YeaI?f! ; 1985 J "!986 ; 1987 \ 1988 • 1989
Joti (Local) March 1593 2̂16 1380 -

June 1184 800 1010 - 1675
December 1466 1413 - - 1976

Motihar(Local) March 1533 1165 1582 - -■
June 1322 1335 1418 - 1675
December 1466 1630 - - 2177

Ciga.o tte 
Tobacco March ‘976 1778 1620 1635

June - 1066 1452 1784 1541
December - 1704 — — 2211

Source; Agricultural Marketing Department, Rangpur.



Bangladesh Tobacco Company buys Cigar'ette Tobacco from their 
registered growers for manufacturing cigarettes. The other 
cigarettee companies buy the cigarette tobacco from the local 
traders & stockist. A part of the cigarette tobacco & other 
tobacco goes is used, to manufactiire Bidi tobacco, Zardah, Gul 
& Kimam, In Rangpur & Haragoch areas there are number of 
tobacco crushing & bidi manufacturing factories. Besides, 
there are many well established Bidi Factories in Jessore, 
Barisal, Chittagong, Comilla, Noakhali & Mymensingh district. 
All these factories procure the crushed tobacco from Rangpur 
areas.

CrMit & input supply:
Tobacco crop loan need of the farmers in the area is partly 
met by the nationalised commorcial banks working in the pro
ject area, Bangladesh Tobacco Company also provides some 
financial support to their registered growers. Small & share 
croppers met their production cost out of their own & borro
wings from local money lenders. Fertilizers are supplied by 
the BADC through their appointed dealers. Insecticides & pes
ticides are available in the open market. Allocation of toba
cco loan to the nationalised Bank by Bangladesh Bank is men
tioned below

( Figrires in crore )
*T”— •— ---r ■— I---  — -rParticulars 5 Name of Bank | 1986-87 \ 1987-88 j 1988-89 I 1989-90

Short term
--------4- ------------------

Janata Bank 0.25
^ -------------------------

0.25
I ______________

0.25 0.25Tobacco Agrani Bank 0.10 0.20 0.25 0.25
Bangladesh 
Krishi Bank 0.59 0.50 0.50 1.50
Sonali Bank - 1.00 - 0.50

l Krishi 
Unn'aytin Bank - 0.20 0.50 0.50
Total: 0.9^ 2.1̂ 5 1.50 5«00



2.7 Existing; Cooperatives & Membership:
At present there are 853 Primary Agrioultural Cooperative Socie
ties in the Rangpur district with membership of 47369. The amount 
of shares, reserves & deposit held by these societies are Taka 
36.39 lac, Taka 9.15 lac & Taka 14.04 lac respectively. At pre
sent these societies are not getting any finance for providing 
production credit to the tobacco grower-members.

2.8 Area of Pro.ject;
The project will cover the v/hole area of Rangpur district. There 
are two primary tobacco growers cooperative societies namely 
Burirhat Tobacco Growers Cooperative Society & Betgari Tobacco 
Growers Cooperative Society in Rangpur District, These societies 
were organized in 1960 with the objective of providing produc
tion loan & marketing facilities to the member growers. These 
societies were under operation upto mid sixties & got necessary 
credit from BSBL. At present these societies are not functioning 
for v/ant of financial support. It is essential that a well or
ganized tobacco growers cooperative society vd.th wider area of 
operation & membership should be formed so that the growers are 
assured of resonable price for their produces.
It is necessary to revitalize & sanalgamatc the existing two 
cooperative societies to form a new cooperative society. At the 
initial stage the existing members of the primary cooperative 
societies of Rangpur district will be the member-owner of the 
project. The heg,dquarter of the project will be situated at 
Burirhat (near Tobacco Research Centro) Rangpur which is well 
connected by metalled & katcha road with different parts of the 
district.
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2.9 Problems faced by farmers;
(a) Tobacco crop is harvested during the month of February & 

March tiich causes flush in the market. Farmers want imme
diate cash as soon as the crop is harvested for purchase 
of food, clothing & to plant his next crop paddy or jutOo

(b) Small, aedium & share cropper farmers cannot maintain 
stock due to isick of financial resources o

(c) The private traders exploit & do not provide remunerative 
price to the farmers.

(d) There is no farmers organisation to provide credit,supply 
of input, processing & marketing of tobacco»

2.10 Need & .justification for the pre.ject:
(a) At present the farmers are selling their produce to local 

private traders at different local market» The maximum 
selling price of tobacco during the last 3 years can be 
seen in the previous paragraph® Thus the farmers get price 
around Tk, 1?/- to Tk« 22/- per kg« The private traders 
after buying from the local market sale the tobacco leafs 
to the big traders, stock holders, processing mills at a 
higher price.

(b) It is essential that existing two cooperative societies 
should be re-organized as Rangpur Tobacco Growers Coope
rative Society to provide production credit & to ensure 
marketing & processing of tobacco for value addition to 
the growerso

(c) With the implementation of the project, a better alternative 
for tobacco marketing will be possible & exploitation of the 
private traders will bo curtailedo
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(d) The implementation of the project is to ensure remimerative
returns to the grower members.

(e) There is a good scope of employing labour in marketing rela
ted activities & processing business.

(f) This will encourage the people to come under the fold of
cooperatives to increase their income.



C H A P T E R  - ?■

L R 0 J E C T

3.1 Ob.iectives:
The main obooctivG is to increaso the income of tobacco grower 
members in the Rangpiir districto The objective will be achieved 
by promoting the folloxi/ing
(a) To provide strong marketing channel for tobacco through 

proposed Rangpur Tobacco Growers Cooperative Socio'tt?' 
Limited.

(b) To provide remunerative price to the tobacco grower 
members.

(c) To procure, process & market the tobacco for value adding 
activity to grower members byyv«.y.of distribution of pro
fit as dividend & bonus.

(d) To enable the grower member to retain the stock of toba
cco & sell at an opportune time so as to get remunerative 
priceo

(e) To arrange for production credit & input supply through 
BSBL to Rangpur CCB Ltd. to the existing grower members 
of the primary cooperative societies.

3*2 Area of operation:
Burirhat Tobacco Growers Cooperative Society Ltd. and Betgari
Tobacco Growers Cooperative Society Ltd. will bo renamed as TobaccoRangpur/Growers Cooperative Society Ltd. with area of operation 
of the whole of Rangpur district. The head quarter of the socie
ty will be at Burirhat as because it is important place & at 
same time the Tobacco Research Centre is alao located there.
The district headquarter of Rangpur is 10 kilometer from Burir
hat & it is connected by metalled road. The existing members 
of the primary societies of Rangpur district will be the mem-

10
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bers of the project & now mem'bers will bo enrolled every 
year.

5•3 Pronect components;
There arc throe magor components of the progoct, namely, procure
ment of Leaf Tobacco (all grades including stem) Processing (Cru
shing) & Marketing. Additional components is to arrange credit & 
input supply & farm guidence to the grower members through Rang- 
pur CCB Ltd. & concerned Government agencies„

5.3.1 Procurement of Tobacco;
The society will start procurement of tobacco leaf & stem from 
the member societies & individual members. Price of Tobacco loaf 
& stem I'/ill be paid above the market rate & carrying cost @Tk.20 
per quintal will be paid to the member. The procurement programme 
is given in the Annexure-12

3.3.2 Processing of Tobacco;
Processing will include grading & crushing of tobacco leaf & stem. 
Cigar©.tte tobacco will not be processed & it will be sold to the 
Cigaratte Companies directly. Local 'A*, 'B', *C* grade tobacco & 
stem will be processed. After processing there will be 3 kinds of 
processed tobacco namely 'A* grade, ’B' grade & dust.

3.3.3 Maxketing:
The vorginia tobacco leaf will be sold to cigarattee manufacturing 
company & the processed tobacco &, tobacco dust will be sold to Bidi 
& Zardah Factories & whole ŝalers & retailers of Rangpur, Barisal, 
Noakhali, Chandpur, ffymensingh & other districts.
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3.3.^ Input supply;
The existing primary cooperative societies in the area are 
not providing credit 8c inputs to the tobacco growers. BSBL 
will arrange refinance from Bangladesh Bank for tobacco loaHc 
The pi'-oduction credit (caah & kinds) will he provided throu
gh Rangpur CCB Ltdo to the members of the primary coopera
tive societieso

>3.3.5 Farm Guidance;
In the project area there are 8 Upazillas & 210 Agricultural 
Blocks, In each Upazilla there are 5 agricultural officers 
of different ranks and in each block there is a block super
visor posted by the Government for providing extension ser
vice to the farmerso The society will co-ordinate with Agri
cultural Extension Department & the Tobacco Research Centre 
to educate the grower members for protection of tobacco crops 
from Mosaic & Leaf curl, v/ilt̂  Root Knot & other diseases.



C H A P T E R - 4

^®0 Details of operation;
The project will be implemented by jointly Rangpur Tobacco 
Growers Cooperative Society Ltd« & Bangladesh Samabaya Bank 
Limited. The project period will be 10 years» During imple- 
mention the societjT- will provide a package of services. It 
will provide & arrange back“V/ard linkages such as transport 
cost, production credit extension etc. & will provide for
ward linlcage such as processing & marketing of tobacco pro
duces of member grovjerSo

‘T. I Procurement:

»: 13

The society will procure tobacco from, the grower member at 
a remunerative pricec The price of the tobacco will be fixed 
by the Board of Directors of the society keeping in view the 
market trend. The society \irill procure cigarfittee tobacco for 
selling it to the cigarettee companies'during opportune times 
at higher price. The B & C grade cigaratte tobacco & as well 
as other local varieties will be procured for processing 
(crushing) & marketing« The procurement programme at 100% 
efficiency in 300 working days in a year is mentioned in 
Annexure“12.

4-.2 Processing;
It is proposed that the society will set up two tobacco cru
shing plant with crushing capacity of 80 kg, tobacco leaf &
40 kg. of tobacco stem per hour. Besides 50% of the leaf toba
cco will be crushed manuallŷ
The major steps involved in processing of tobacco are as 
follows :-
(a) Cleaning & washing:

Tobacco as and v/hen harvested carries lot of micro objects 
which are quite undesireable & as such it has to be cleaned 
by manual labour before crushing.
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(b) Crushing;:
After cleaning .the loaf tobacco & stem will be crushed 
in the cutting machine,

(c) Drying:
Aft'jr crushing theleaf '/obacco & stem will be dried 
in the sum separately.
Grading & Finishing;
After drying the crushed tobacco & stem will be netted 
& dust portion is separated & thereafter the crushed 
tobacco & stem will be mixed in the ratio of 2 : 1

C ®) Packaging;
The processed tobacco v/ill'bo packed in 50 kgs gunney 
bags with trade mark.
The flov; chart of processing of tobacco is shovm. in 
Annexure- iO

4,3 Capacity;
The capacity of the crushing plant will be 144000 kg of toba
cco leaf 144000 kg of tobacco stem annually for 300 working 
days. Taking into account the realities of production & the 
initial problems, the maximum utilization of the available 
capacity has been assumed as follows ;-

Ijjir __u ̂'ili za t i on
1 60
2 ^0
3 80
4 on ward 90



15

Not annual productivity at 100% efficiency will be as follows

Particulars Ĵ~Productivity at 100%'
I Dust 12% ! Shortage 8%TNet 80% |

I Remarks

a) Leaf Tobacco 
'A' grade
1W )00 kg. 17280

b) Leaf Tobacco
B,C,Grade 17280
144000 kgo

c) Stem
144000 kgo 17280

11520

11250

11250

115200

115200

115200

50% of Leaf 
Tobacco will 
be crushed 
manually,

4o4 Labour:
Labour cost are ccmpated on the basis of prevailing situation 
in the country which will increase © 5% from year to year* In 
addition to the stated salaries fringe benefit equivalent of 
35% would also have to be provided»



C H A P T E R - 3
CeGANIZiTION & MANAGa^MT

5e'I Qrp;ani2ational structure:
The project will be implemented by Rangpur Tobacco Growers 
Cooperative Society Ltd, (Re-organised) with the financial 
assistence from BSBLo The fin̂ .l authority of the society 
shall vest in the general body of members in general meeting. 
The management of the society shall vest in a Board of Direc
tors consisting of 12 members. The one third of the Board of 
Directors will be nominated by the Govornmont & the rest of 
the Directors including the Chairman & the Vice-Chairman will 
be elected from amongst the members by way of direct votingo 
The term of the Board of Directors will be two years'? The 
pov/ers, duties & functions of the Board of Directors will be 
as follows :-
- To admit members
- To raise funds,to invest funds
- To appoint salaried employees 

To receive & disburse money
- To prepare annual report & statement of accoimts
- To convene annual general meetings The Board of Directors

will hold meeting atleast once in every two monthso They 
will be entitled to a sitting fee of TkdOO/- & daily allo
wance of Tk. 100/- for attending each meeting*

16
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The organisational structure of the society v/ill be as under : -

f--
I GENEEliiL BODY !

i BOARD OF DIRECTORS !

I M A N A G E R  \

—

ACCOUNTANT-
CUM-CASHIER

lyLlRKETING
ASSISTilNTS

I CLERK«--------------.

— \ I ? « f

'“1 GUilRD-CUM-PUON {
— ......  

I FACTORY SUPER-”'
VISOR

z r n z :
PCeEMA-N

x z
mCHINE 
OPERATOR

SKILLED L.'VBOUR
I

I UNSKILLED 
I MBOUR

I

!—
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5.2 Operational Management:
The whole of operation of the project will be managed by the 
employees under the guidence of the Board of Directors.Thoir 
duties & function will be as -under
Manapier: Bangladesh Samabaya Bank Ltd. will depute an officer 
to act as manager of the project. During the implemention period 
of the project the cost of the officer so deputed will be borne 
by Bangladesh Samabaya Bank ltdo As and when the project v/ill go 
in operation the cost of the officer will be borne by the pro- 
Oecto The pov/ers & function of the Manager will be as under ■

Have control over the staff„
Receive all money on behalf of the projecto 
Pay all cost of managemento 
Maintain proper & accurate accountsc 
Call meetings of the Board of Directors=

- Implement the decisions of the Board of Directors
Accountant~cum-Cashier:
The Accountant-c-um̂ Cashier will receive & pay cash on all tran
sactions & maintain all books of accounts & records.

Marketing Assistant:
There will be two Marketing Assistants in the project of which 
one will look after procurement & the other will look after sales, 
They will also maintain proper records in respect of procurement 
&. sales.
Store Keeper: The Store Keeper will maintain the stock of raw
materials the finished goods So maintain the stock register,

Factory Supervisor:
The Factory Supervisor will supervise the work of the Foreman, 
Machine Operator &. Labours, The salary structure of the employees 
is shown in Annexure-17«



C H A P T E R
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FINANCLiL ANALYSIS c

^^ Details of Pro,iGct Cost Components;
6.1.1 Land:

The cost of land measuring 7200 sft (one bigha) will be of the 
value cf Tk, 375?000/- as p3r prevailing soiling rate in Burir- 
hat Bazar area» The stamp duty & registration fee for registra
tion of the sale deed will be about Tk.75)000/-o The land will 
have to be raised upto road level & it is estimated that an 
amount of Tk0 50,000/“ v/ill be required for earth filling,

6.1.2 Factory Shed, Godown. Office & Drying Space:
The Factory Shed, Godovm & Office house will be constructed 
covering side of the plot. It will be semi pucca tin shed buil
ding consisting of different sections for accomodation of Fac“ 
tory, Godown & Office. The cost of construction is estimated 
at Tko 6.18 lac. Details of construction with specification has 
been shown in Annexure-S.

6.1*5 Machinery & Equipments:
Two Tobacco crushing machine having crushing capacity of 80 kg 
leaf & 4-0 kg stem per hour will be procured from local markets, 
Electric Motors, Grading Machine & other equipments are also 
available in local market. It is estimated that the machineries 
& equipment will cost Tk. 1.2? lac including installation. Deta
ils of machineries have bec-n shown in annexure-9.

0,1 .4  Other Fixed Capital Requiroments;
The cost of office furniture, fixture & equipment has been esti
mated at Tk,160,000/- the details of which shown Annexure-IO.

6.1,5 Share Subscription to BSBL:
As per provision of the Co-operative Rules, the society will 
have to subscribe to the share capital of Bangladesh Samabaya 
Bank Ltd, equivalent to of the term loan. The society ,will 
subscribe to share of Bangladesh Samabaya Bank Ltd. for Tk. 
33,000/- for a loan of Tk. 13,00 lac.



6.1.6 Pre-operative Interest:
Bangladesh Samabaya Bank Ltd« will release fund as per construct
ion schedulOo Interest on loan has been calculated for Tk,1.40 laco

5.1.7 Working Ca-pital:
Working Capital has been calculated as per requirement» Margin 
money cf the working capitaJ. will be 10%. Working capital lean 
will be renewed every year. Details of working capital require
ment is shown in Annexure-11.
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5.2 Debt Equity Ratio;
The society will collect share money from the members at the rate 
10% of the loan while it will subscribe to the share capital of 
Bangladesh Samabaya Bank Ltd. @ 2}0o of the loan. Thus debt equity 
ratio will be 92.5% : 7-5%

5.5 Sales Revenue;
Details of Sales Revenue is shown in Annexure-14,

5.4- Variable Cost;
The variable cost for 10 years is shown in Annexure-15«

6.5 Fixed Expenses:
The fixed expenses for 10 years is shown in /mnexure-15.

6.6 Be G. R.
On the basis of cash flow .statement for the 10 year the B.C.R. 
at 15% comes at 1.14%o It indicates that value addition is more 
than sufficient in the project (Annexure-22) ..

5.7 Break Even Point:
Break even point of the project comes to 56o91% capacity utili
sation & break oven sales comes at Tk.$2o71 lac. The project will 
break even from the 1st jeer of its rimning. Detailed calculation 
is shown in Annexure-21.
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5.8 Net present value:
Net present value of the project has been calculated at 15% discount 
factor for 10 years for Tko88..58 laco Details of calculation is 
shown in Annexure-23o

6o9 I» R. Ro
The inter:ial rate of return b .comes at 100o001%» Detail calculation 
is shown in Annexure-24-„ In this project the IRR is not meaningfullo 
Because it is less capital intensive & its assets turn-over is very- 
high. Operating cash flows are important for the viability of this 
project.

k5.10 Term Loan Repayment Schedule;
Medium term loan (5 years term) of Tko13oOO + 1.40) lac will be 
repaid in yearly instalments with interest. The instalment will be 
Tk.4.30 lac including interest. Interest accrued during the pre
operative period has been capitalised. Details in Annexure-26.

6.11 Debt Service Coverage Ratio:
Calculation of debt service coverage ratio is shown in Annexure-28.

6.12 Depreciation;
Depreciation value of assets will be almost equal amount for every 
year. Calculation is shown in Annexure-27o

6 .13 Salvag:e Value:
Salvage value of machinery & equipment, furniture & other assets 
have been assumed at Zero at the end of 10th year'of the project & 
building at 50%.

6.14 Profit distribution;
As per provisions of the Oo -operative Act & Rules the profit \\dll 
be distributed as follows

i) Reserve fimd 15%
ii) Dividend (maximum) 50%
iii) Contribution to Co-operative Development Fund 5%
iv) Contribution to Charitable Purpose 10% 
v) Bonus 6.25%
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6,15 Sensitivity Analysis: Assumod that tho 10% prico of 
TCM materials ioCo Tob-.cco Loaf & Stou may incroaso 
duo low production then tho B.CoR, N,PoVo & loRE will 
bo 1 o 06% ,  20^2, 35% rcspcctivoly.
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C H A P T E R  - 2

The Budget for the first five years has been given below

G/iSH BUDGET
(Figure in 000)

1Particulars }-9?
Y e a r

0 « 'Ij.j ... S 2 1 ^ ;. 5.. ..

SOURCES
1. Equity 138 195 32 32 31
2. Bank loan 1300 - ~ “
5̂. Working capital 

loan 1755 286 285. 287 3.
Sales Revenue - 14538 16960 19384 21807 21807
Total; 1433 16488 ' 17278 19701 22125 21810

USES
1. Eixed Investment 14-38 - - - -
2o Inventories - 1861 310 310 310 ■■■
3. Variable cost - 12310 14361 16413 18463 18463

Fixed Expenses - 739 775 881 849 889
5o Distribution of 

net profit 739 775 811 849 889
a) Dividend 50% - 593 776 963 1151 1156

 ̂ b) OoDoF. 5% - 59 78 96 115 116
c) CcF, 10% - 118 155 193 230 231
d) Bonus 5.25% - 74 97 120 144 144

6e Pay:nent of loan 
& interest 430 430 430 430 428

16184 16982 19336 21692 21427
Cash “• 304 296 365 433 383

Opening balance “ 304 600 965 1398
I!losing balan.ce 304 600 965 1398 1781

iS per Co-operative Rale the employees are entitled to bonus equal to 
one month's pay every year. It \-̂ ±ll not be possible to pay bonus in the 
1st year, From 2nd ye-*.!* they may bo paid bonus as per decision of the 
Board of Directors*



PI A-A- JE_R 
RECgffiNDATI_OTS

8.1 Co-operative should play a ritaL role in developing an in-g-egrated
tobacco production, processing & marketing project. The project
envisages supply of production credit to profl ucer“>members of the 
existing co-operative societies through Rangpur Central Co-opera
tive Bank Ltd by Bangladesh Samabaya Bank Ltd. & setting up a 
tobacco processing plant v;ith the financial assistance from Bang
ladesh Samabaya Bank Ltd,

8.2 The existing two primary tobacco growers co-operative societies
be amalgamated & re-organised with the area of operation of the
whole of Rangpur district. The Registrar of co-operative societies,
Bangladesh should extend all necessary assistence in this regard,

8.3 Bangladesh Samabaya Bank Ltd. should assist the local co-operators
for establishment of the project in the follov;ing ways

a) Provide managerial help to organise the project.
b) Provide medium term loan.to sot up processing plant.
c) Provide cash credit for working of the project.

8.4 The project v/ill establish a linkage v/ith the different cigarette
companies & Bidi Zardah f'̂ otoi?ies of the country, Bangladesh Sama-
\ j.ya Bank Ltd. & the Registrar of co-operative societies may also
help into the matter.

24 :»
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8.5 According to analysis the project is profitable & rewardingo
It v;ill increase the income of the members in providing better 
price, carrying cost & profit distribution*

806 Benefit of establishment 01 this projoct will be that the
member-producers shall have an alternative and assured market 
& they will get rid of exploitation of the private traders. The 
success of the project v;ill encourage the farmer-members for 
further process of tobacco by manufacturing Bidi & Zardah.

8,7 The project is agro-based & it is not capital intensive. . This 
is more of ppdcurement & marketing v/ith very little capital 
investment. Operation^ cash flov/s’are very important in the 
project. A small change in operational cash flows can affect- 
the loR.R. & N.PoVo considerably. Therefore a better measure 
is benefit cost ratio to evaluate the project.
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28 AMESUHE - 3

BENEFIT, COST AND MxlRGIN OF TOBACCO CULTIYilTION 
FOR THREE KINDS OF CROP PATTERNc

Crop Pattern A.
Gross benefit 
Total variable cost 
Gross margin 
Benefit cost ratio 
Y eild/Ton/Hactor 
Yeild Duration/Days

Jute
15,597
7,184
8,413
2.17
2o139

12

Mugbean
(Auioimt in taka) 

Tobacco } Total --- --- ------— —
5,640
3,009
2,631
1.87
0.376
63

¥]-,225
10,526
33,699
4.20
21.769
107

65,462
20,719
44,743
3.16
4.284
282

Crop Pattern B Jute Failcw I Tobacco Total
Gross benefit 14,109 33,150 47,259
Total Vocost 7,829 10,623 18,452
Gross margin 6,280 - 22,527 28,807
Benefit cost ratio 1.80 3.12 2.56
YeiId/Ton/Hactor 1.922 - 1.326 3.248
Yeild Duration/Days 139 — 112 251

Crop Pattern C ! Jute Fallow Potato } Total « _____

Gross benefit 15,178 - ie,646 34,024
Total Vo cost 7,923 - IV,306 25,229
Gross margin 7,255 - 1,540 8,795
Benefit cost ratio 1o92 - 1.09 1.34
Yeild/Ton/Hactor 2o120 9.423 11.543
Yeild Duration/Days 142 92 234

Price per kg. 5 15 Tobacco 25
1.15 — Potato 2

Source: Bangladesh Agricultural Research Centre, Rangpur.
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ANICEXURE

QUANTUM OF PRODUCTION LOIN FOR CULTIVATION OF TOBilCCO
( PER ACRE )

P;.RTICUL.'lRS QUiiNT. AMOUNT

FERTILIZERS,

i) Urea ^  K.G. TKo 211/20
ii) TcS.Pc Z|4 ti » 2P0/00
iii) MoP. 57 " u 1W00

TK. 579/20
OTHER
i) Seed - TKc -
ii) Irrigation - TK. 300/00
iii) Insocticidos - TK. 200/00
iv) Labour 50% cost TKo 690/00

Per acre loan TK. 1769/00
Maximum loan ceiling for 2.5 acre
per loanee TK. ^420/00
Minimum Contribution of the loanee TK. 875/00

Source : Bangladesh Bank Credit Norms for the year 1989-90
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ANNEXURE-5

MINIMUM PRICE OF DIFFERENT KINDS OF TOBACCO FIXED 
BY GOVERNMENT FOR THE YE.IR 1988 TO 1991

SMOKING DRY ; Price/por KoG. Air Dry Price/Per KoG.

GRADE GRADE
Bangla - 1 TKo 42/00 V-1 TKo 19/00
It 2 it 37/50 V-2 ” 16/75
tt 3 tl 33/00 v-3 " 14/75It 4 ft 28/00 L-1 '• 19/00
II 5 It 24/00 L-2 •' 17/00
It 6 It 21/00 L-3 14/75
It 7 II 19/00 Motihar *' 21/75
II 8 tt 17/00

Sources ; Ministry of Agricultiire,Circular No.37^ Dt,18.12o88

ANNEXURE-6

INSTALLED CilPACITY OP TOBACCO CRUSHING Z.IRDAH & BIDI.

CAPACITY INSTALLED } CAPACITY
' Ul'TDER WAY

i) Tobacco Crushing 
1965 MoT.

ii) Zardah - 518 McT. 
Worth TKo 5 Million, 
No of Unit 192

iii)BIDI
172 Million Bundle 
Worth TKo58.5 Million No of Unit 1358

ADDITIONAL
CAPACITY

10 Million 
10 Million

20 Million

Source : Bangladesh Small & Cottage Industries Corporation,
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COST OF THE PROJECT
Â TOEKURE - 7

(Amount in 000)
Sl.No. I Particulars

2,

4.

5.

6.

LAND AND BUILDIITG
i) Land 7200 sft (including development)
ii) Factory shed, office ê'Coincluding 10% contigonjy (Amiexure- 8)
Kachinery & Equipment with cost of 
installation (Annexure-9 )
Other fixed capital requirement 
(Annexure- lO )
Share subscription to BSBL at the rate of 
Wo of loan

Interest during construction period 
(interest calculated as per construction 
schedule)
Total initial fixed cost
Margin money of working capital (1st year) 
10% of the working capital

Total project cost

Value

500

618

127

160

33

140

^578

195

1773
ASSUMPTION

1. Members of the oociety will subscribe to the share capital
of the society @ 10% of the loan and the society will sub
scribe share capital of Bangladesh Samabaya Bank Limited @ 
2Kj% of the loan as per provision of the cooperative ruleso

2, Debt, equity ratio - Debt - 92.5%
Equity - 7.5%
Total 100%



ANNEKURE-S
DETAILS OF FACTORY SHED AND OFITICE CONSTRUCTION

32

^sTTTNo. I Item

1. Factoiy shed- 
cum-godown

Specification

5" brickwal 10” x 10" 
15" X 15” brick pillar 
alternately 5' ap*"rt 
Colo sheet roof over 
wooden truss, bitunion 
floor over CcCoWork, 
ceiling height - 15'

T
area

70' X 20'
1400 sft

Rate
Tk/sft

I Estimated 
{ cost(ooo)

225/- 315

2. Office 5" brick wall, brick 
pillar, RCC column Cd. 
F/î 2t roof over wooden 

»

truss, brick soiling 
floor 10' height.

30' X 20'
600 sft 195A 117

3. Drying ground Brick Soiling & Plas-
tering

50' X 4-0' 
2000 sft 20/ - 40

Boundary
Poncing

Wooden Pillar v;ith gap 
of 7' and barbed v/ire 
10' heighto

5. Toilet (two)
6, Electrification & Sanitation 
7« Other works (including gate)
8, Contigency ,10%

165' 40/- per 7 
rft

20
50
13
56

Source: Bangladesh Small & Cottage Industrieŝ  Rangpur.

Total: 618
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LTF5T? OF mCHINERIES AND

SloNo. I Particulars of MachinoriGS

1 . Tobacco crushing machine 
15" ,ize (local made)

I Number ! Value (in 000 Tk<

20

2.

3.
4.
5c
6.

8o

Tobacco crushing machine 
18" size (local made)

Electrical Motor 15 H»P, China
Electrical fittings
GraH-n<? machine (local made)
Weighing Scale and Handling 
equipments
Spare Parts
Cost of installation 10%

1

2

25

30
20

10

5
4

13

Total 127

Source: i) Local Machinery - Market.
ii) Bangladesh Small & Cottage Industries 

Corporation, Rangpuro
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A i m s m E  - 10

details Qg OTHER FIXÊ ) CAPia2A.L REQUIREMMT

SloNOo I Particulars

1« Full Gecretariat table
2, Half Secretariat table
5« Cushion Chair

Armed Chairm 
5. Iron safe
6o Stool Almirah
7« Reck
8, Small table

Electric fan
10. Type-writer
11. Calculator
12. By-Cycle
13. Sign Board
14. Light Fittings
15. Telephone
16. Miscellaneous

T\T,-,rv,-K̂.v, I Estimated value I ! (Amount to 000)
2

5 
2 
10 

1 

■5
6 
4 
4 
1 

2 
1 

1

10

15
6

12

10

20

3
1

8
20

6
6
3

20

15
5

Total: 160
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AMEXURE - 17
41

CALCULATION OF mGES & SAMRIES (DIRECT EXPMSE)
A, EACTORY PERSONNEL:

________ ________________  (Amount in 000)
l̂ fT Dosignatlon 1 T ' TŜCT

f1. P'T.ctory Supervisor 1 2,0 24
2. Foreman 1 2.0 24
3. Machino operators 3 1.5 54
4o Skilled Labour 4 1o2 58
5o Unskilled Labour 6 loO 72

Total 232
Add: Fringe benefit @ 35% 81
Add: PoP.contribution © 10% 23
Total: 336

B. ADMINISTRATIVE PERSONNEL;
1. Manager 1 3.0 36
2. Accountant-cum-cashier 1 2.0 24
3. Marketing Assistants 2 1.5 36
4. Store Keeper 1 1.5 18
5. Peon 1 loO 12
6. Kight Guard 1 1.0 12

Total 138
Add: Fringe benefit @ 35% 48
Add: PoFoContribution @ 10% 14
Total: 200
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AKMUEE - 19

PROJECT COMPLETION PERIOD

1. Land aquisition = 2nd month
2c Land dGVolopmGnt start 2nd month
3. Land devolopniGnt complote = 3rd month
4. Factorj- & Offico construct:, m  start 3rd month
5o Factory & Office construction complete 9th month
6. Order for Machinery & Furniture etc., = 8th month
7. Delivery of Machinery & Furniture complete = 9th month
8̂. Machinery Installation comiDlete = 10th month
9. Trial 11th month
10. Project ready to start = 12 th month

FLOV/ CaiRT
ANMURE - 20

RAW MATERLIL

r‘I
I
S
I

1 Cigarattc Tobacco

Marketing

! Preliminory drying I ! R.- ') c»̂ IJ storing }

— -----------------1
! Clearing & Washing |

I

H
Cutting in Machine

* Drying Mixing



AMEXURE - 21

BREilK EVEN ANALYSIS:
• break ETEN point (1ST

Fixed Cost +• Capital Recovery Factor
Sales “ Variable Host 

739 + 529 ' 1268
14538 » 12310 2228

2. BREAK EVEN SA]
Fixed Cost + Capital Recovery Factor

Sales - Variable Cost
Sales

739 + 529 1268 1268
14538 - 12310 2228 0.1533

14538 ',4538

= 8271
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BEIiEFIT COST RVTIO

AIOT3CURE - 22

SI. } 
No. I

0
1

2

3

4-
5
6
7
8
9
10

Investmont Benefits

- 1773

nr,a+- I Discount J PoV. of | PoVo of I factor 15% S'benefit | cost

1̂ 538 13049 0,8696 12642 11347

16960 15136 0.7561 12823 11444
19384 17224 0.6575 12745 11325

21807 19312 0.5718 12469 11043
21807 19352 0.4972 • 10842 9622
21807 19398 0.4323 9427 8386
21807 19437 0.3759 8197 7306
21807 19483 0.3269 7129 6369
21807 19531 0.2843 6200 5553
21807 19583 0.2472 5391 4841

97865 ! 85463

Total discounted PoY. of benefits = 97865
Total discounted PoV. of cost = 85̂ 63
Beoofit cost ratio = 1o1A-%



CALCUIjiiTM VAijJg
( Amount in 000)

’M̂ cTount'

„ • 46 •_

Year J Net cash flov; } factor'^^'^^% ’ present value
0 - 1773 ■ - 1773
1 1469 0o8695 1295
2 1824 0,7561 1379
3 2160 0.L575 1420
4 2495 0.5718 1427
C> 2455 0=4972 1221
6 2409 0o4323 1041
7 2370 Oo3759 891
8 2324 0.3269 760
9 2276 0.2843 647
10 2224 0.2472 550

TOTAL: 8858

CALCUMTION OF IcRoR,
AIWEXURE - 24

Year ! Net cash flowTDiscount factor 100'001?;̂ Net present value
0 - 1773 1 “ 1773
1 1489 .4997501 744.13
2 1824 .2497501 455o54
3 2160 .1248126 269.60
4 2495 .0623751 155.63
5 2455 .0311719 76.53
6 2409 .0155781 37.53
7 2370 .0077851 18.45
8 2324 .0038906 9.04
9 2276 .0019443 4.43
10 2224 .0009716 2.16

- 1773 ‘
+ 1773-04

o“o loR.R. = 100.001% ,
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LaiN REH.IT'ISNT SCHEDULE
48 ANNEKUEE - 26

rastalment
No_o

0 
0

I Year
0

' 1 Pi?TnVipTin“ Int or3st ’Amount of

period

(.1, Total initial investment (excluding interest) 
2„ Equity 7/2%
3. Loan 92 c 5%
4-. Rate of interest 
5. Construction period
5, Interest during the construction period 
7. Total initial fixed term loan 
80 Loan repayment period
9. Instalment
10. Capital recovery factor

loan j ;cej3aymê ^̂ _ instalment
1300

(1300+140)
= 1440 140
1226 214 216 430
980 246 184 430
697 283' 147 430
372 . 325 105 430

372 56 428

1438
105

1300
15%
1(one) year
140
1440
5 years
Annually
0.2983!

SI. INo. { Assets r T

1. Building 714
2. Machinery &

Equipment 147
3. Other fixed

assets 184

Total:

! Value I Rate f--̂ 
5% 36

DEERECIATION

Year

36 36 36

10% 15 15 15 15

20% 37 37 37 37

36 36 36 36 36 36

15 15 15 15 15 12
56 » - _ - „

88 88 88 88 87 51 51 51 51 48

Note: Preoperative interest on term loan capitalised with Assets
proportionatelyo
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ANNEXUEE - 28

DEBT SERVICE COVERAGE PulTIO

Particulars
i

Y G a r
I Z E I i

( Eiguro in 000 ) 

4 I 5

Net profit 1185 1552 1925 2302 2312
Add: Depreciation 88 88 88 88 87
Add: Interest on

Term loan 216 184 147 105 55

Total: 1489 1824 2160 2495 2455

Term Loan Instalment 214 246 283 325 372
Intt.on term loan 216 184 147 105 56

Total: 430 4y0 430 430 428

Debt Service
Coverage Ratio 3,46 4.24 5c02 5.80 5.7̂

ANNEKUHE - 29

SilLYAGE VALUE

Inventories 100% = 2791
Land 100% = 500
Building 50%

Total:
354

3645
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4th ICA Japan Training Course, IDACA, Tokyo.

Comments/suggestions made on the Project prepared

by Mr Mohd Nuruzzaman Bhuiyan, Bangladesh
(other those made by the groups)
* Benefit cost ratio (BCR) is always calculated on ratio 

basis and not onl percentage basis.
* Leadership is the main problem for success of many 

cooperatives.
* IRR is 100%. It should attract more investment. Hence 

risk analysis and consequent change in IRR should be
,indicated.

* Though the society is supposed to cover a vast area, 
no vehicles for porcuremnt or activities have been 
provided.

* Procurement seems more than the capacity.

* Processing cost per kg should be calculated and added.
* Per unit cost of many items needed. Profitability compo

nentwise should be worked out.
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_.i,V FoK<i'vw^^. r
1 /

3,

4. S k U U ^  L(xl30'xT̂ . f

/
(>

 ̂j 1>A 5K\lUi^ {̂ (;<ŝ aoKO< . 1 (
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CHAPTER 1 SUMMARY

Xiaraghe County of Hebei Province of China is located 
at south of Yan Mountain-. The total area is square Km,
Total population is 260,000 and 93 percent of- them are farmers. 
Xianghe County is surrounded by rivers and the land is flat and 
rich, abound with wheat, corn, cotton, fruit and vegetable.
It is a good place to develop the breeding,

Xianghe County Supply and Marketing Cooperatives was set up 
in 1950. It is a mass economic organization base on the 17 
primary supply and marketing cooperatives. It has 62,132 
farmer members (household) and account for 98 percent of 
the whole farmers. The function of the Xianghe County Supply 
and Marketing Cooperatives is to supply the means of agricultural 
production and livelihood to the rural people, purchase, 
process and market agricultural and sideline products, 
provide comprehensive service to the farmer members.

At the beginiing of 1990, Xianghe County Supply and Marketimg 
Cooperatives according to requirement of rural economic 
development and nature condition of planting and breeding 
decided to cooperate with Cherry Valley Farms Limited of 
Britain and Large Ship Limited Company of Taiwan Province 
for developing Beijing--English duck feeding , processing 
and marketing project. The plan of total investment is
15,787,700 yuan. The register capital is 7,893>8^0 yuan ,
The XianigJie County Supply and Marketing Cooperatives
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own 7b percent of total register capital. This is a 
integrate project which component consist of :

-- Set up a Mew shed of breeding duck,
-- Set up a new shed of coniitier'clal duck.
-- Set up a niew feed processing plant,
-- Set up a new procejising workshop of roast duck,
-- Set up a new cold storage and a new slaughter house .
—  Set up a new eiderdown processing workshop 
-- Set up a new eiderciovvn clothing factory.
The capacity of the project is to process 2 millioni 

ducks one year.
The aim of the project is to use the parent stock of 

Cherr-y Valley Duck and adopt advanced and favorable 
technology and scientific manageraent in order to open up 
a new breeding of ducks and get economic efficiency which 
benefit the integrate enterprise and the farmer members, 

/'ccording to the financial and economic analysis of 
the project, we can get main data relate to the project 
ai e as follows :

-- The period of tlie project is 10 years,
—  The total cost of the project is 4/46»113»100 yuaoi ,
-- The total revenue of the project is 512,719»000 yuan.
—  The internal rate of return is ^ 7 ,
—  The break-even point is %,

—  The break-even quantity is 748,/t09,
—  The payback period is 2 years ,

The new enterprise was named Xianghe County Beijing-English 
duck feeding, processing and m.Trketing Company limited 
(brief in Cooperative Co.)
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CHAPTER 2 BACKGROUND

2.U ECONOMIC SITUATION' OF XIANGHE COUNTY .
la recent years, the economy of Xiang County have 

made a good progress • The total productional value of 
imidustry and agriculture of the County have been iacreasing 
year after year, the average income of the farmers also 
have beeiD) raising im successive years :

TABLE I : ECONOMIC DEVEIOPMENT OF XIANGHE COUNTY

ITEMYEAR\^^^
GROSS OUTPUT VALUE OF 
IND. AMD AGR. GROWTH

RATE1

THE AVERAGE 
INCOME OF 
FARMERS

GROWTH
RATE

1986
390, W , 000 

yuan 21.3̂ 578 yuan %

1987 491,390,000
yuan 25.9% 6li+ yuan 6.2%

1988 618,990,000
yuan 26 % 656 yuan 6.8 %

1989 737, W , 000 
yuan 19.1 % 700 yuan 6.7 %

ECONOMIC DEVEIOPMEMTAL STRATEGY OF THE LOCAL (GOVERNMENT
In order to sped the ecoaomic development of the 

county, the goveramenit of Xianghe County have put forward 
an important strategy of economic development according 
to economic policy of central government and economic 
superiority of locality. It means to develop breeding 
and expand foreign economic cooperations. The Beijing-
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EngJ.ish duck feeding , processing and marketing project 
fit into the direction! of economic developmental strategy

made by the County Government, thus, the project will
be supported by the governjnent.

2,3. THE PROBLEMS FACED BY THE FARMERS AND THE REQUIREMENT OF
THE FARMERS .
Xianighe Coumty is a producing area of grain , and the 

farm-ers have 5Q000 ton surplus grain to sell every year ,
Alongside the steady growth of rural commercial economy , 
the farmers want to get more iacome from processing 
agricultural products and livestock products . The project 
will provide a new way for increasing income of the farmers 
through transforming crop protein into animial protein » 
so the farmers will join the project positively .

2./+, THE SITUATION OF BEIJING-ENGLISH DUCK AND DEMAND ANALYSIS .
The Beijing-English duck is a hybridizable strain which 

cross the Beijing duck with the English ducks , This duck has 
many fine characteristics,such as good adaptability on weather, 
short period of feeding, less expenditure , acquired immunity , 
high quality of meat , and so on .Xianghe County is near 
Beijing and the source of water is rich , the Beljing-English duck 
which grow in Xianghe County will have strong competitiveness 
on the miarket .

How about the demand of ducks ? There are some information 
as follows :

—  There are not ducks breeding in Xianghe County before ,
it has great potentialities to sell ducks in the Xianghe market,

—  Xianghe County is close to Beijing,Tianjin and Tangshan
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city which have a great demand for ducks . The three big 
citys will become major market of Beijing-Eeglish duck

—  The selling price of Beijing-English duck is cheaper 
than chicken's and other kinds of duck's •

—  The project made by three parts .according to the 
agreement , the Xianghe County Supply and Marketing Cooperatives 
will be responsible for opening domestic./mark.et| the Cherry 
Valley Farms Limited of Britain will sell all of duck tongues, 
duck feet and duck feather on the international market ;
the Large Ship Limited Company of Taiwan Province will be 
responsible for selling 30 percent duck meat q̂- total quantity
and the part of duck viscus anid duck wings .

All information of above-mentioned explain that it will 
ensure to market the ducks ,

'.,5. THE SITUATION OF TRAFFIC AND LABOUR .
Xianghe Counity is situated among Bei jing, Tianjin and Tangshan 

citys • There are four railway stations around the County 
and the highways radiate in directions. Tianjin port and 
Qinihuangdao port are both close to the County, So , the traffic 
of Xianghe County is very convenient ,

There are 120,000 agricultural labour in Xianghe County , 
but the cultured fields of average person is only 1,6 Mu 
( correspond to 0,11 hectare ) , It means that there are 
many latent agricultural labour in Xianghe County ,

.6. THE XIANGHE COUNTY SUPPLY AND MARKETING COOPERATIVES HAVE 
THE CONDITION TO MAKE THE PROJECT ,
The xianghe County Supply and Marketing Cooperatives
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is a collective economy organized with state support 
by the farmers on voluntary , miutually-beneficial , 

democratic and service-oriented basis • Since I978 , , 
the Xianghe County Supply and Marketing Cooperatives 
have conducted reform of organizational system which 
major tasks is to further strengthen the SMC by broadening 
their mass participation , democratizing their management 
anid increasing their operational flexibility * Through 
all these efforts , the Xianghe County Supply and 
Marketing Cooperatives has been making rapid progress i 
in service scope and economic strength . The following 
data is the economic situation of Xianghe County Supply 
and Marketing Cooperatives in 1989

—  Total value of marketing agricultural produce 
is 3*210,000 yuan .

—  Total value of selling is 9 1»737»ooo yuan •
—  Total value of processing is 2,708,000 yuan ,
—  Total value profit is 1 ,302,000 yuan .*
—  Total circulating capital of self is 4*290,000 yUan ,
—  Total fixed capital of self is 5,390,000 yuan .
—  The business loan from bank is 9*770,000 yuan •
—  Total employees are 1182 .
IN! view of the above ,The Xiang County Supply and 

Marketing Cooperatives has ability to finish this 
project .
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CHAPTER 3 PROJECT
3.1. OBJECTIVE

—  To increase the income of the farmer members through 
feeding , processing and marketing Beijing-English duck*
-- To introduce a new and fine variety of duck and 
absorb advanced and favorable technology for feeding 
and processing ducks .
—  To strengthen the scientific management of the 
enterprise of cooperatives ,
—  To solve the problem of surplus labour in Xianghe 
County ,

To develop the foreign trade .
To promote development of the rural economy ,

3.2. AREA OF OPERATION
The project will hold land abount 183 mu which 

divide into two parts . Ome is located at the north 
of Qianiwang village of Xianghe Couaty and it hold 100 mu. 
The east of this place is Xiang-shan highway and the west is 
near by Chaobai river , It is a good place to feed ducks.
The shed of breeding duck and the shed of commercial 
duck will set up here . Another part is located 
at the centre of Xianghe County , it hold land 83 mu .
This plaCe is near by miain highway of the County , and 
there are some old building which can use for the project
on. it . It will be used to set up feed processing plant ,
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a killing house , a cold storage , a roast duck processing 
workshop , a eiderdown processing plaQit and a eiderdown 
do thing processing plant .

At the same time , it will organize the farmer members 
to feed ducks in the 1? villages and towns of the County

3.3 TECHNOLOGY AND EQUIPMEMT
Beijing-English duck is a fine variety introduce from 

England . The Cherry Valley Farms Limited of .Britain 
will supply techniology for feeding and processing the 
ducks . The details are as follows :

—  To supply the parent stock and the specification 
for feeding parent stock ,

—  To provide training in hatchery management methods 
and incubation techniques .

—  To provide training in commercial ducks' management 
and hasbandry .

—  To provide general recommendations for preventing 
disease , its control and treatment for parent stock 
ducklings and commercial meat ducks •

—  To provide training in slaughtering , eviscerating, 
processing and freezing .

—  To provide training in feather recover , washing ,
—  To provide all the advanced , scientific forage 

specifications from duckling to duck ,
-- To provide feed analysis service .
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-- To provide technical services in veterinary medicine 
and untritiom ,

The project also select advanced and favorable 
various equipment , some of them made in China such as 
feed processing equipment , refrigerant equipment and 
water and electricity equipment ; some of them will be 
import from foreign country such as slaughter euqipment , 
eiderdown] and eiderdown clothing processing equipment 
These equipment have good performance and quality and 
can ensure for quality ,

The situation of parts of importation are as follows: 
Killing and plucking line

Stork overhead conveyor , type heavy duty 
Stork killing shackles , type DD 
Stork suspensionrods , type D 

4 Stock automatic scalder , type 10- SW 
Stock automatic plucker , type D-86 D 
Stork automatic plucker/finisher , type F- 86D 
Stork automatic shackle washer

Installed power :2X0.37 kw 
Water rO.ifm̂ hour

Stork head puller type HD
With suspension frame 

Waxinig lime
Stork wax immersion and melting tank 

Dimietiisions : 3600̂ 1200 mm
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stork wax cooler tank , type K-7»5 
Stork automatic wax peeler , type f F-dp 
Stock wax transport system 

Belt width :450 mm 
Installed power ; 1X0,?5 KW 

Stork leg de - skinner , type DLS 
Eviscerating line
Stork vent gun . M'R :15 , WATER :OGm/h ,

VACUUM :0.18m̂ h ,
Stork automatic eviscerator , type P-1̂ >D 
Stork lung suction gun
Stork automatic leg cutter , type LC-11 

Vacuum: transport for blood and lungs ,
Set of PVC transport pipes 
Stork combined vaccum installation 

Sorting and packing line
Moba weight grading machine , type 1200 
Stork mobile packing tables 

Vacuum packing machine incl .
PROJECT COMPONF'.NT AMD OPERATIVE RELATION .

This is a integrate project which is composed of 
feeding , processing and marketing . The operative 
relation is as follows :
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FEEDING DUCK

IMPORT PARENT STOCK 
Cherry Valley Farms Limited will supply 160 units 

of advaaced and suitable parent stock in five batches

FEEDING PA.RENT STOCK 
The parent stock will lay at 26 weeks of age , 

the term of laying is ifO weeks. The capacity is 22560,

HATCH COMMERCIAL DUCKLING

SELLING DUCKLING TO FARMER 
MEMBERS'

FEEDING COMMERCIAL DUCK BY
farmers.THE CAPACITY IS
1.7000.000 __

FEEDING COMMERCIAL
DUCK BY COOPERATIVE CO. 
jTHE CAPACITY IS 3oo,ooo

PURCHASEING MEAT DUCK FROM 
FARMERS BY COOPERATIVES CO.

TOTAL COMMERCIAL MEAT DUCK FOR PROCESSING(2,000, 000) .



PROCESSING DUCK



Marketing the ducks and its by-product will be 
divide into two parts : one is to sell products and
by-products on the domestic market j, another is
to sell the products and by- products on the international 
market . The details are as follows :

SELLING ON THE DOMESTIC MARKET .
PRODUCTS QUANTITY

FROZEN DUCK M E A T ..................... 3920 TONS
SELLING ON THE INTERNATIONAL MARKET.
PRODUCTS QUANTITY

FROZEN DUCK MEAT .................... 720 TONS
ROAST DUCK.................... 300»000
DUCK TONGUE ....................  12 TONS
DUCK FEET ....................... 130 TONS
DUCK FEATHER .................. 50 TONS
DUCK VISCERA ................  2,000,000
EIDERDOWN CLOTHING .............  60,000

3.5. The PLAN OF PERFORMABLE PERIOD
According to the plan , the project will begin 

construction in march , 1990 • The breeding duck shed , 
commercial duck shed , feed processing plant , roast 
duck processing workshop ,and cold storage will be 
complete before October , 1990 .The eiderdown processing 
planit , eiderdown clothing factory and slaughter bourse

MARKETING DUCK •
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will be complete before end of 1990 , The project
will go operation in Jaunary , 1991 .

CHAPTER k ORGANIZATION AND MANAGEMENT

if.K THE CHARACTER OF THE NEW ENTERPRISE
The mew enterprise was named Xianghe County 

Beijinig-English duck Feeding , Processing and 
Marketing Company Limited (brief in Cooperative Go,) 
This is a pool capital enterprise composed of three 
parts base on Xianghe County Supply and Marketing 
Cooperative , The situation of the three parts 
are as follows .

Xianghe County Supply and Marketing Cooperatives 
miake am investment of 5:920380 yuan and make up 75 %
of the total register capital • It will be responsible
for handing affairs such as applying for the permit 
of registration , licence etc. to the relevant 
departments ; going through the formialities of obtaining 
the right of land use implementing the design 
construction of duck rearing shed and other engineering 
facilities , and also the fundermental facilities 
concerning water , electricity and transportation ; 
helping the Cooperative Co.with advertising for 
managing staff , skilled workers and other necessary
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personnel in the local region ; selling duck meat in 
the domestic market

Cherry Valley Farms Limited make an investment of 
USS60,000 , converting into RMB 223»200 yuan and make 
up 2,6 % of the total register capital . It will be 
responsible for supplying parent stock and technology 
transfer ; selling the duck feather , duck tongues and 
duck feet ini'the international market , ,

Large Ship Limited Company make an investment of 
1 ,750,260 yuan and make up 22.2 % of the total register 
capital . It will be responsible for managing the 
sources of equipments ; supervising installation 
and adjustments of the equipment ; selling duck viscus 
and 30 % of duck meat abroad ; purchasing the feed 
materials in short supply on domestic market from 
abroad . 

if.2, THE LEADERSHIP
The Cooperative Co. will set up the Board of 

Directors . The Board of Directors is the highest 
authority of the Coopei-ative Co. »

The Board of Directors shall consist of five members. 
Three of the members will be appointed by Xianghe 
County Supply and Marketing Cooperatives and two of 
the members will be appointed by The Large Ship Limited . 
The term of office for the directors is four years •
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A 11 the important matters should be approved by the 
Board of Directors . Its function and power are as 
follows :

—  To resolve and approve the important reports 
presented by the General Manager ( such as production 
and business programme annual business report , fund 
and fund supplying etc.)

—  To approve the annual report forms of finance , 
income and expense , budget plan of annual benefit 
distribution

—  To adopt the Cooperative Co, rules and regulations
%

—  To resolve to set up branch organs
—  To resolve to engage senior personnel such as 

general manager , chief engineer , chief accountant , 
chief auditor •

The Chairman of the Board of Directors shall be 
appointed by Xianghe County Supply and Marketing 
Cooperatives and the vice-Chairman of the Board of 
Directors shall be appointed by The Large Ship LIMITED 

The Board of Directors shall convene two meetings 
each year , The meeting of the Board of Directors shall 
be convened and presided over by the Chairman of the 
Board of Directors , when the Chairman is absent ,the 
Vice-Chairman shall call and priside over the meeting ,
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if.3. INSTRUGTURE OF THE ORGANIZATION
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CHAIRMAN

r
i

vice-chairman vice-chairman

GENERAL MANAGER

DEPUTY GENERAL MANAGER

12; 
oM EH
<;h
EH H

< W S Q Q <;

E-i

MS U f-i2; oi< -c'a a.MW Crn O

c!a 
o  w
o
w < 
o  a, cq W
E-i Q

Eh
W

Eh
2
W
S
E-t

P «
<

< (X.
wQ

a< tu
M

CO

DEPUTY GENERAL MANAGER

n Qis:«a;
cnr=»owtuo
W O

tnt/}o:=>Q-ii-ji-:|003U

CL,O
CO
«O

osM  Q CO CO
c o o<j:o005«PU

O•s.M
COCO
w
o
oKcu
Si
o oQ®aco 
Wfcd Q« M  o  W'

CDsMwEmO
o

O  >H « « « O 
W H  
Q  Oc
w w

^0 -



k.i\. PERSONNF'.L Rl'lQU IREMENT
The Cooperative Co. will engage 50 persons 

as administrator and will employ 350 persons as 
labour . The total persons, were required /fOO . The 
detail distribute as follow :

GEflEKAL MANAGER
1

DEPUTY GENERAL MANAGER
2

ADMINISTRATION: 
DEPARTMENT i

FINANCIAL
DEPARTMENT

TECHNOLOGY
DEPARTMENT SUPPLY AND

MARKETING
DEPARTMENT

8

BREEDING 
DUCK SHED SHED 
COMMERCIAL DUCK SHED

75

FEED
PROCESSING
PLANT

7k

SLAUGHTER 
HOUSE AND 
COLD 
STORAGE

106

ROAST DUCK 
PROCESSING 
WORKSHOP

20

EIDERDOWN
PROCESSING
WORKSHOPAND
EIDERDOWN
CLOTHING
FACTORY

100



4.5. MANAGEMENT STSTEM
The Cooperative Co, will engage one general 

manager and two deputy general managers who have 
rich administrative experience ,

The duty of the general manager is to carry out 
the resolutions raised in the board meeting , lead 
and organize the daily work of business management 
The deputy general manager assist the general manager 
in his work .

A number of departmental managers are put in 
charge of the departments' work and handle duties 
assigned by the general manager and deputy general 
managers •

The employment , discharge , wage , labour insurance, 
living , welfare and reward and punishment of the 
company's employees are formulated by the contract 
made collectively or individually through the 
organisation of the Cooperative Co, and its labour 
union , according to the Sino-Foreign Cooperative 
Enterprises Labour Management Stipulations of the 
People's Republic of China . The labour contract 
will be put on record in the local department after 
its formulation



CHAPTER 5 financial ANALYSIS

5.1. BUDGET INVESTMENT . '
THE USE OF INVESTMENT

1. CIVIL CONSTRUCTION
A.BREEDING STOCK SHED. 10560nf. 1 50/m̂
B.COMMERCIAL DUCK SHED. lOOOOnf. 100/rf
C.FEED PROCESSING PLANT.300in.̂ OO/m̂
D.SLAUGHTER HOUSE.900nf./fOO/irf
E. COLD.STORAGE. 600ra’. 1 OOO/m,̂
F. ROAST DUCK PROCESSING
WORKSHOP . 500nl. ?00/rf

G.EIDERDOWN PROCESSING 
WORKSHOP. 350nf . k O O M .

H.EIDERDOWN CLOTHING PROCESSING 
PLANT. 500m' . L^OO/d .

I.OFFICE AND LIVINGQUARTERS 
J.BOILER ROOM

2. PURCHASE DOMESTIC EQUIPMENT
3. PURCHASE BREEDING STOCK 
it. PURCHASE IMPORT EQUIPMENT 
5. CIRCULATING FUND

TOTAL INVESTMENT

AMOUNT OF MONEY'

1,581̂ ,000 
1 ,000,000 

150,000 

360,000 

600,000

350.000

140.000

200,000 

200,000 

211,/fOO 
3,7if2„800 

223,200 

6,586,300 
W,000

15,787,700
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5.2. SOURCE OF FUNDS
The total investment is 700 yuan ,

half of them originate from the three parts of 
investment , half of them orginate from the ioan ,
•The bamk loan divide into two kinds , one is long-term, 
loan t another is short-term loan , The interest of 
the long-term loan is 10% and the interest of the 
short-term loan is 12% . The detail is as follow :

SOURCE TOTAL INVESTMENT:15,787,700
OWNER PORTION: 7,693,̂ 50
CREDIT PORTION: 7,893,650

LONG-TERM LOAN : 7,453,850
SHORT TERM LOAN : Z|/|0,000

5.3 THE DATA RELATE TO PROJECT
A. The fixed cost : 5,323,135 .

(1) Depreciation charge 1,272,680 yuan
Building 795, W/20years 239,770 yuan
Equipmient 10,329, lOO/lOyears 1,032,910 yuan

(2) Repair funds 5l6,/f55 yuan.
(3) Wages anid salary 1,020,000 yuan
(k) The fee of hold land 2/+0,000 yuan
(5) Insurance 53,100 yuani
(6) management expense 100,800 yuan
(7) welfare funds 80,500 yuan
( a ) Labour protection 76,800 yuan
(9) Business tax 980,000 yuan
(10) Working capital

interest 52,800 yuani
11) The interest of loan 745,000 yuan
12) The others fee 165,000 yuan
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B. The V a r i a b l e  cost :
(1) Raw o f feed
(2) Raw of meat duck
(3) Feeding cost of duckling 
(k) Packing fee
(5) Transport ation
(6) Fuel
(7) Water and electricity 
( 8) Storage
(9) Raw of eiderdown clothing

2,950,000 yuan
21.310.000 yuan
1,600,000 yuan
î 86,700 yuan
315.000 yuan
286.000 yuan
257.000 yuan
30.000 yuan

9.812.000 yuan

37»0if6,700 yuan

C. The total revenue :
(1) Duckling
(2) Duck meat
(3) Roast duck 
ik) Duck tongue
(5) Duck feet
(6) Duck feather
(7) Duck viscera
(8) Eiderdown clothing

51,271,900 yuan
3 .400.000 yuan 

23,912,220 yuan
6,2/f9i600 yuan 
k 01,760 yuan 
532,320 yuan
744.000 yuan

2,232,000 yuan
13»800,000 yuan

D. The break even quantity :
Break-even quantity= Fixed expenses divided by 

contribution per unit
5,323,135

= 748,409
(51,2 7 1,900-37,046,700)f2,000,000

E. The break even point = 37.42

( /t' f

1
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H .Intenal rate of return : i+7.25 %
(In ’0000 yuan)-1- ■ : -....

i--

47.3 %>IRR>^7-2 %
♦D.C. :DESCOUNTED COEFFICIENT

, ITEM NET
CASHFLOWi .
V

NPV : i+7.2 % i NPV : 47.3 %1f... ...  „*
D.C. NPV

*
D.C. NPV

0 j-1̂ 78.771 -1578.7-1 -1578.77

1 1 821.29
1

0.679 !1i
557.66

i
0.679 557.66

2 1 821.29 0./+62 379-43 0.461 378.61

3 821.29 0.31̂ 257.89 0 .3 13 257.06

h 665*̂
1
0.213 14 1 .73 0.212 141.06

5 665.  ̂ O.li+5 96.47 0.144 95.82
6 665. ̂

!
I 0.098 65.21 0.098 65.21

7 500.13
1
i o.o67 33.51 0.066 33.01

1
500.13

1
1 0.0/+51 22.51 0.045 22.51

!
 ̂ 11 500.13 0.031 15.51 0.031 15.51

10 500.13 0.021 10.50 0.021 10.50

'OTAL 1.66 -1.82
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the s e n s i t i v e analysis
Suppose the price of the raw and processed 

materials ( include feed , meat duck , materials 
of eiderdown clothing ) go up b % > the variable 
cost will increase 1,?03,500Y, the net cashflow 
will decrease to 6,i?09»400Y( the first year) , but 
the IRR will still reach about 29 % » This data
is higher thani the interest rate of the bank at 
presenit > so the project also will be done ,

Suppose the price of the products ( include 
duck meat , roast duck , eiderdowni clothing ) 
decrease 5% » the total revenue will decrease 
2,198»090Y, the net cashflow will decrease to 
6,01i+,8l0 Y , the IRR will reach about 2^ % ,
It mieans the project can get more profit after 
pay interest of the bank .

Suppose the capacity^of the project decrease 
10 ^ , the total revenue will decrease /+,300,000 Y , 
the total cost also will decrease 1,8oo,000 Y 
the net Cashflow will decrease 2,^00,000 Y ,the 
net cashflow of the first year will be 5»712,900 Y , 
the IRR will still reach about 21 % . Even then 
the project will have life-force .

~ 29 -



CHAPTER 6 ECONOMIC ANALYSIS

6»1, ECONOMIC EFFICIENCY OF THE PROJECT
According to the IRR of the project , we can 
get the present value of benefit , the present

Value of cost and ratio of benefit/cost ,
The present value of benefit is 291,537i700 yuaa
The present value of cost is 250,93^*700 yuan ,
The ratio of benefit/cost is 1:1»16 .
These data of above explain that the project

will be efficient .
6.2. SOCIAL ECONOMIC EFFICIENCY

Besides bringing the benefit to the Cooperative
Co, , the project will still more increase income
of the farmers directly .

The average cost of feeding one duck is 11,09
yuan. , the average procurement price of one duck
is 12.60 yuani , The net income of the farmers from
feeding one duck is 1.51 yuan , the feeding capacity
of the farmers is 1^700,000 , the farmers will
get net income of 2,567*000 yuan from feeding
ducks every year .

In addition , the farmers will even more get
income of, labour from the Cooperative Co. ,



CHAPTER 7 RECOMMENDATIONS

As was mentioned early that the Beijing-Eaglish 
duck feeding » processing and Marketing Project is a 
action which aim at increasing income of the farmers

The project adopt advanced and favorable technology 
a n d  scientific management in order to open up a new 
breeding of duck and get efficiency which benefit the 
Cooperative Co. and the farmer members *

The project will be favorable to arrange latent surpQ.us 
agricultural labour of the countyside , It has important 
significance ini China

The project will be favorable to expand foreign 
economic cooperation ,

The project will be favorable to promote development 
of cooperative's cause •

The project will be favorable to promote development 
of agricultural economy

Of course , there are some risks in the project such 
as marketing duck meat , perhaps it will be trade 
competition between duck and chicken , but according to 
financial analysis and market analysis , there is no 
problem for marketing duck meat in international and 
domestic market •

Because of above , 1 think the project is worth 
to recommend .



4th ICA Japan Training Course, IDACA, Tokyo.

Comments/suggestions made on the Project prepared

by Mr Jia Min Sheng, China:

Points made in addition to group points.
1. Comprehensive costs for feeding, processing for local and 

English ducky should be given.

2. VJorking capital calculations should be rechecked.
3. Beneift to individual farmer not worked out, only total
g given. Unit cost for one duck should be given.
4. Adequate data regarding input/output ratio, cost per unit,

salaries and wages not given.
5. Cross checking of financial data is not possible with the

giyen data.
Per unit cost data is missing.

7. Role of farmers in the project not specified.
8. Marketing details such as distriobution cannels, campaigns 

etc. should be elaborated.
9. Financial analysis - source of data not given.
10.Income from domestic and international markets should be 

given separately to calculate risk analysis.
11.Capacity at various places is missing.

12. Benefit/cost ratio , net present value, sensitivity
analysis should be re-checked and worked out.

13. No margin money, at leat 10%) has been provided.
It will affect the calculations of working capital.

14. Cash break even point needs to be worked out.
15. Interest cost on working capital as open cash outflow 

shold be provided.
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This project started in 1988. Its life is 5 y<=̂ r s . The pro- 
ciut IS a kind of' rush mats which are used for decorating the 
house.It covers an area of 32 0 0 mu cultivated land and involves 
6 CO farmers.

It is a compensation tr==ide buisness.The machines and equip
ments have been provided by the foreign company.The total cost 
including 5%interest of these things is vnan 482726.It will be 
paid off v.’ithin 4 vears from the second year.

As It is a government initiated project, ■'̂ ĥ mgha: Xinbang Rush
Mats Sewing Plant can get agood marketing price from the imple
menting agency whose name is Shanghai Import and Export Company. 
The unit price is YUAN 18 per piece.Since the utilized capacity 
is 350000 pieces of rush mats during 5 years,the total sales re- 
vevenue will come up .to YUan 6300000 by the end 5 years.

The implementation organisation is the Board of Diretors 
which comprises of 6 persons.lt takes responsibilities for all 
types of the activities of the project.The Diretors of the Board 
come from the three partners,one is from Songjian County Supply 
and Marketing Cooperative,the other is from Shanghai Daily Use 
Comoany and the third .is from the participating farmer menbers. 
It is a joint project within Shanghai Cooperatives.

Chapter I Summary



This D r o i e c t  has been beneficial to the farmers.The 
rush mat sewing plant gives a aood price to the partici. 
pating farmer members.Concidering of this,the Board " of 
Directors is taking account of increasing the utilized 
capacity of the production which may involes more parti- 
cioating farmer me bers.



CHAPTER 2 BACKGROUND

2.1 OVERALL SITUATION

Shanghai XfaNban Rush Mat Sewing Plant is a compensation 
trade projet which started in 1988.It manufactures a rush 
mat used for decorating the house. It covers an area of the 
cultivated land of 32 0 0 mu (15 mu is equal to 1 hectare)and 
involves 600 participating farmer members.

The projet life is valid for 5 years. The implementation 
agency is Shanghai Import and Export Company."The. • machines' 
and equipments have been provided by the foreign comp̂ -.ny. 
The total cost of these machines and equipments is worth of 
U 482726. It will be paid off within 5 years in proportior 
as 20%,30%,40%,and 10%. The interest rate is 5%, which will 
be paid off by the end of each Of the- 5 years.

Table Currency: yuan

year '}. term interest 5% cost of machines
1988 15639 15639
1989 20852 83408 104260
1990 16682 125113 126775
1991 10426 . _.166817... 177243
1992 2085 41740 43789 .
Total 65684 41-7042 482726
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As it can increase the incomes of the farmers ,the project

has been initiated by Shanghai Federation of Supplying and 
Marketing Coooer a ti-vs .So, it was required to be run in part
ners within the Cooperatives bv the Federation.The partners 
are from the three parts,one is from Songjiang Supplying and 
Marketing Cooperativ,the other is from Shanghai Daily Use Com
pany and the third is from the participating farmer members.
The three partners are responsible for and manage the project 
together with each other durino the implementation of the pro
ject.

Considering the stable international market of the products, 
the plant is now taking account of doubling the production ca
pacity for the next 5 years'project.It will be expected to be 
700000 pieces of rush mats during the 5 years.As the existing 
project has been carefully analysed in details,the extension 
project for the'next 5 years in this article.
2.-2 Are§ of Project

It is situated in Xinbang,Songjiang County in the wefetern of 
suburb of Shanghai.lt covers an area of 475000 sq.km,out of 
which 46000 mu is the cultivated land.The land is fertilfe and 
the climate is vary good.In April,May and June,the average tem- 
preture is about 18 centi-degree•It is suitable for growing rush 
paddy and vegetables.lt has efficient transportation facilities.



It i;; easy to get to the down city by railway or road lines. 
f2.-3 Problem--Faced by farmers
The onTy problem faced by the farmers is lack of technique 

about growing rush.althouah the farmers here have had the ex- 
peri<.-iicc;s rj)'>out growing Chinesi.-.- rush, it is not in tiic sr.mc- wr.y 
to grow as hte foreign rush.
2.4 Need and Justification

--The m a m  objective is to incr ease . the extra incomes for 
the participating farmer members.The details about incomes of 
the iarmers can be seen from the^ following caculations. 
Production Cost /mu: (in yuai. )
Seedlings 50
Net 31.5
Wood 31.5
White Soil 40
Pesticides 30
Fertilizers 308.8
Orqanic Manure . 22.5
Irrigation 8
Taxes 15
Others 12
Total Cost 411.20



It is easy to get to the.down city by railway or road lines.
2.3 Pnoblem Faced by farmers

The only problem faced by the farmers is lack of technique 
about growing rush.althouah the farmers here have had the ex
periences a''''out growing Chinese rush,it is not in the same way 
to grow as hte foreign rush.
2.4 Need and Justification

--The main objective is to increase the extra incomes for 
the participating farmer members.The details about incomes of 
the farmers can be seen from the following caculations. 
Production Cost /mu; (in yuan)
Seedlings 50
Net 31.5
Wood 31.5
White Soil 40
Pesticides 30
Fertilizers 308.8
Orqanic Manure 22.5
Irrigation 8
Taxes 15
Others 12
Total Cost 411.20



Procurement price J30
Sales Revenue 130x650=845
Net profit 845-411.20=433,8

--This project provides an opportunity of employment with 
the farmers.

--As the project can increase the income of the farmers . 
the plant is now taking account of increasing the capacity of 
the prodution v;hich may benefit more farmers in this area.

Yield/ mu 650 kg.



3.1 Objective
The main objective is to increase the income of the farmers 

It. wil be implemented by promoting the follows:
--To provide the farmers a stable marketing channel 
--To provide the better price for the raw materials 
--To provide tecknicle know how guidance -
--To supply production materials such as net,rush seedlings and

fertilizers,etc.
--To set up a rush mat sewing plant fob the valaU addition 
--To provide the other services
2.2 Area of operation

As the farmers in this area have the experiences of grow- 
inc the rush before,this area has been chosen to undertake this 
project.This project covers an area of. cultivated land of 600
mu and t'ne soil is fertile and the climate is suitable for
growing the rush.
3.3 Project component 
--Input supply

In order to procure the betteer quality,s rush from the 
£armers,the plant,with its all efforts,provides the farmers all

Chapter 3 Project



necessary materials for growing the rush such as net,pesticides, 
fertilizers,rope and rush seedlings etc.Some are cheaper than
n ) I p 1 .

Farming Guidance
In order to help the farmers solve the problems of grovving 

rush,the rush matosewino olant organized a technicle group after 
the project had come into operation.The activities are as follows 
AiOtfen to have a meeting to discuss the technicle problems which 
the farmers may face during the period of the grov.'ing of the rush 
B. To provide the farmers technicle know-how for growing the rush

Procurement
The manufacturing capacity is 350000 pieces of rush mats.It 

needs 2100000kg.of raw rushs during period of 5 years, 
--Manufacturing

The plant has 11 rush mat sewing machines.The utilized capaci
ty is 350000 pieces of rush mats during 5 years.

Marketing
As it is a compensation trade project,the marketing channle is 

fixed.All the rushsmats manufactured7durin the period of compen^ 
sation must be sold to the international market through Shanghai 
Import and Export Company.



4.1 Implementation
The projet life is valid for 5 years.The Board of Direct

ors is the project implementation organization.lt takes res- 
posibilities for all types of activities of the project.Dur
ing the period of the implementation,the rush mat sewing plant 
will provide forward and backward linkage services such as the 
marketing channle,procuring the raw materials,technicle gui- 
ance,increase in yield, increase in area under rushs and trance 
portation services,etc.In order to procure the rushs of good 
quality,the horizontal linkage services will be provided such 
as supply of fertilizers,pesticides,net,rope,seedlings and oth 
er necessary materials.
4.2 Procurement

The rush mat sewing plant procures the rushs derectly from . 
the participating farmer members.lt is based on the agreement 
between the plant and farmers.In previous year,the plant signs 
an agreement with the farmers to decide the quantity to be 
procured next year.When the harvesting season comes, the farm
ers will send the rushs derectly to the rush mat sewing plant.

chapter 4 Details of Operation



The price is fixed by the Board of Directors. It:'deperids on the 
quality,weight and size of the rush.The farmers will be paid 
immediatly after they send the rushs to the planfct
4.3 Marketing

The rush mat sewing plant does not worry about the marketr-. 
ing channel.lt is fixed for 5 years.Shanghai Import and Export 
Company is resposible for the marketing channel.The utilized 
capacity during 5 years is 350000pieces of rush mat-^-

Table
yeor i988 1989 199G 1991 1992
quantity 20000 70000 80000 90000 90000
4.4 Marketing price

It is based ofithe quaJity ,weight and size.The average price 
is RMB YUan 18 per piece.It is decided through the discussing 
between therush mat sewing plant and Shanghai Import and Exoort 
Company.
4.5 Transportation

The area of operation is lacated in Xinbang,Songjiang County 
in the western suburb of Shanghai.lt has efficient transporta
tion fercilities. It is easy to get to the down city by traffic 
lines or by railway lines.The fee of the transportation is not

10



expensive-It costs RMBYUANG 0.30 per ton by trucks.
4.6 Manufacturing capacity

The rush mat sewing plant has 11 sewing machines and 7 
equipments . Its capacity is 118800 pieces per year with 3 
shifts.

Table .
Machines Working TimeQuantity/Term 

Unit 1
Unit i
Unit 11
Unit 11

1 shift 
3shifts 
3 shifts

Capaci ty 
12 pieces 
3 6pieces 
396pieces

3 shifts/300 days 118800
4.7 Utilized capacity
It is fixed during the period of 5 years of the project. 
The total utilized capacity is 350000 pieces of rush mats 
for 5 years.

Table
Year
1988
1989
1990
1991
1992

Quantity
20000
70000
80000
90000
90000

11



4.8 Procedure in production
It can be divided intofollowing 7 operations:

--Checking the colour -to make sure the rushs have the same 
colour.Then
--selecting the rushs to keep them the same size,after that, 
--sprinkling water on the rushs for avoiding from drying up, 
when the above is finished,
--beginiha to sew the rush mat:§ with the sewing machines, and 
--checking the size to make sure it comes up to the produc
tion standard,in order to prevent the finished products from 
mildewing arid rotting,
--the finished-'products must be dried up and 
--snet to the storage.
4.9 Investment

The investment of the existing project is RMB YUAN 482725.

Table

land hnd" Bui'iding taxes
building cost yuan 188000
machines and eguipments cost yuan 417042 
furnitures cost yuan 12000
interest on the machines and ..equipments yuan 65684

12



4.10 Depriciation _  •
The depriciation on the building and machines is 6% within 

15 years.During theperiod of 5 years,it will cost about RMB 
YUAN

Table
Item Depriciation cost 6%
Buildings
Office furnitures
machines and equipments
4.11 Sales realisation

The marketing price of the rush mats is RMB 'YDfiN 18 per 
piece.The total cost of one piece is RMB YUAN 17.55425. So, 
the sales realisation is RMB YUAN 0.44575 per piece.Accord
ing to the utilized capacity,the sales realisation will bê i

table
Item/year 1 2 3 4 5
Utilized capacity 20000 70000 80000 90000 90000
Realisation 8915 372477 453589 517902 517902
4.12 Period and extention of the project

The project life is valid for 5 years.Now the plarit . is 
discussiLn(g with the foreign company.lt wishes to double the 
existing production capacity for the next 5 year.s^

13



5.1 The project implementation organization is the Board 
of Diretors.lt comprises of 6 persons.As it is a joint 
project within the Cooperatives,the 5 persons are selected 
from the three partners,one is Songjiang Supplying and mark
eting Cooperative,the other is Shaftghai Daily Use Company 
and the third is the participating farmer members.The Board 
of diretors takes reposibilities for the activities of the 
project.Its main function is to make policy,extension job, 
marketing channel and to make a selling and procuring price 
etc.
5.2 Management

The Board of the Diretors has Employed a full-time manager. 
He is from, a farmer.The manager is in charge of the manage
ment of the rush mat sewing plant.Besides,there are 6 other 
full-time persons employed.They are

Deputy manager 2 persons
Workshop manager 1 pers-on
Cashier 1 peerson
Maintanace and repair 2 persons

Chapter 5 Organization and management
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Chapter Finahcial Analasis

n s i t A n a l a s i s  (in yuan)
Year 1 2 3 4 5
Investment 682726
Capacity 20000 70000 ROOOO 90000 90000
Sales Price IS'/oiece
Cash Inflow 360000 1260000 1440000 1620000 1620000
Cash Outflow 351085 887523 986411 1102089 1102089
Net Cashflow -682726. 8915 372477 453589 517902 517902
Curbulati ve -691085 -318608 134981 652883¥ 1823668
Pay Back Period 3years

IRR
NPV 30% 
NPV 3 5°/ 
BflQ

^ . 1 %  ' PV Bihefit
71600
-16093

754326
666633
11761

Cost Benifit Cost Ratio 
682726 1.105
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The deputy managers'duty is to help the manager manage the 
prodution activities such as manufacturing,procuring .fi
nancial and tcnical guidance activities,etc.The workshop 
manager is in charge of the manufacturing of the-rush mat. 
He must make sure of fulfilling the task of the nroduction 
of which quality must comes up to the production's standard
5.3 Ordanizatioa and Management Chart

Board of Directors

Making Policy Ex ten tion

Manager

Deputy Manager Deputy manager

Workshop Manager 
--Manufacturing 
--Procuring
--Maintanance and Repairs 
--Testing Quality 
--storage

-Administration 
-Financial 
-Technical guidance 
-Supplying production ma
terials to the farmers

15



Year
Investment- 682726
Capacity
Variable cost/piece 
Rush 7.8
Cotton thread 0.66 
Electricity 0.59 
Water o . o4
Subsidy for 
farmer 0 .32 

0 . 2 2  

0.25 
0.10

Welfare 
Packing 
Tr a n s .
Interest on W.c. 
Taxes 5%
Total
Fixea cost 
Salaries 97500
Ensurence 8000
Maintanance 
and•repair
Technica1 
guidance

6000

3600
Administrationl4910 
Total 130010

1 2 3 4 5

20000 70000 80000 90000 90000

156000 546000 624000 702000 702000
13200 46200 52800 59400 59400
11800 41300 47200 53] 30 53100
800 2800 3200 3600 3600

6400 22400 25600 28800 28800
4400 15400 17600 19800 19800
50000 17500 2 0000 22500 22500
2000 7000 8000 9 000 9 0 0 0
4995 17483 19981 22478 224 78
16480 41430^ 46020 51410 51410
221057 751513 856401 972088 972088

17



Long-term loan ( in yuan ): 
Land and building taxes
Building 1024 m 2 188000
— Workshop 288 m ̂
--Warehouse 736 m ̂
Machines and equipments 18 sets 417042
--Sewing machines 11 sets 302400
--Equipments 7 sets 11462
Interest on machines 65684

and equipments 65684
Short-term loan :
Working capital for Ŝ ’years:
1988
1989
1990
1991
1992

176190
616684
704797
792874
792874

Interest on w;:C. 11.45% ( 0.945% per month)

18



Cost of machines and equipments:
Year/term Interest of Cost of machines

machines
1988 15639 15639
1989 20852 83408 104260
1990 16682.; 125113 126775
1991 10426 166817 177243
1992 2085 41740 43789
Total 65684 ^17042 482726
Capaci ty:
Quantity/term Machines Working time ' < Capacity
Unit 1 1 shift/day 12 pieces
Unit 1 3,'shifts/day '36 pieces
Unit 11 3 shifts-T^day . 396 piece:
Unit 11 , 3 shifts/300 days 118800 pi.

Utilized Capacity:

Year 1988 1989 1990 1991 1992
Quantity 20000 70000 80000 90000 90000

19



Chapter 7 Budget (in yuan!)

Year 1 ,2 3 4 5 •
Investment 682726
Utilized Capacity 20000 70000 80000 90000 90000
Variable Cost 221057 751513. 856401 972088 972088
Fixed cost 130010
Total Cost 351085 887523 986411 1102089 1102089
Sales Price 18/piece
Cash Inf lov; 360000 1260000 1440000 1620000 1620000
Contributions 138943 508487 583599 647912 647912
Net Cashflow -682726 8915 372477 453589 517902 517902
Cumulative -691085 -318608 ■ 134981 652883 1823668
Pay Back Period 3 years
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8.1 From the previous caculations,it can be seen that the 
farmers have been benefited from the project.The procure- - 
ment price fraim- the rush mat sewing plant is Yuan l-i30 per 
ka-.The rush yield is 1300 kg.oer mu.The total sales revenue 
is Yuan 845 per mu,compare with the production cost of Yuan 
411.20 per mu,the net profit is 50% more than the production 
cost.
8.2 The financial analysis reveals that the total invest
ment is Yuan 482 726, benefit cost ratio is l.lOSwith the IRR 
of 34.082 and pay back period of less than 3 years.
8.3 This project life is valid for 5 years which total u- 
tilized capacity of the production is 350000 pieces of rush 
mats.The farmers and plant have been benefited from the'.pro
fitability of this project.Therefore,it is reasonable that 
the projcfe can be carried out and the extension idea can be 
successful.

Chapter 8 Recommendations
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NPV= ________ ______________ +__f 5 3589____ + __517902___
(l + 3Q/o) (l + 30%)2 ( l+30%)3 (1+30%)

,.682726
(1+30%)

= 8915x0.769+3 724 77x0.5 92+45 3589x0.4 5 5+517902x0.350 
+517902x0.269 --682726 

=754326.33 - 682726 
=71600

NPV= ---1^-— ■ 22_+_153589_^_517902_^_517902_ 
(1+35%) tl+35%)2 (1+35%)Ml+35%) (1+35%)

-682726
=8915x0.749+3 724 77x0.549+453589x0.406+517902x0.301
=517902x0.223-682726
=-16093

Caculations about NPV



Caculations aout IRR
 ̂ ^iZ2°2 517902(i+30y;)'̂ (i+30%) 2 i+30%T'̂ '̂ Ti+30°̂T ■̂ TI+30f.y

=754326
8915 372477 453589 517902 517902

= 666633 
754326-682726=71600 
754326-656633=87693

35-30 )°/o=4. 082%

IRR=30^+4.082=33.082%
When IRR=(30+4.08 2 )%,TPV=68 2 72 5.

Year Net Chashflovv r = 30% r = 3 5% (l)x(2) (1i X (3 )
1 ■ 8915 0.769 0.741 68855.635 6606.015
2 372477 0.592 0.549 220506’. 38 204489.87
3 453589 0.455 0.406 206382 .99 184157.13
4 517902 0.269 0.223 181265.7 155888.54
5 517902 2.296 0.'223 139315.63 115492 .14
Total 754326.33 666633.65



Table
Year / term Interest of 

machine 5%
1988
1989
1990
1991
1992 
Total

15639
20852
16682
10426
2085
65684

Cost of machines

83408
125113
166817
41740
417042

15639
104260
126775
177243
43789
482726

. Table

Capacity:
Quantity/term
Unit
Unit
Unit
unit

Machines Working Time . 
1 1 shift/day
I 3 shifts/day
II 3 shifts/day
11

Table
Utilized Capacity;
Year 1988 1989
Quantity20000 70000

Capacity
12 pieces 
36 pieces 
396 pieces

3 shifts/300days 118800pi<^ces

1990
80000

1991
90.000

1992
90000



Fixed Assets

Building 1024
--Workshop 288
--Warehouse 73 5
Machines and Equipments 18 
--Sewing Machines 11
--Equipments 7
Current Assts (cash)
Labour and labour cost 
Manager 1
Deputy manager - 2
Workshopmanager 1
Financial 1
Maintanance and repair 2
Entrance Guard .2
Book-keeper 1
Carpinter 1
Worker 54
Total Salaries for one year

Land 1104 -5 m ■

m ■
m̂
sets
sets
sets

person...
persons
person
person
persons
persons
person
person
persons

417042 yuan
302400 yuna 

t

11462 yuan 
10000 vuan

97500 yuan



Capacity 20000 70000 80000 90000 90000
Marketing price/piece 18
variable cost 221057 751513 856401 972088 972088
Fixed cost 130010
Cash inflow 360000 1260000 1440000 1620000 162000
Cash out flow 351085 887523 986411 1102089 1102089
Net profit 8915 372 477 453589 517902 517902

Year 1 2  3 4 5

Cost of rush production/mu (in yuan):
Sedlings 50
Net 31.5
Wood 31.5
White Soil 40
Pesticides 30
Fertilizers 308 .8
Organic Manure 22.5
irrigation 8
Taxes 15
Others 12
Total 411.20
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Comments/suggestions made on the Project prepared

by Mr Yang Bao Guo, China:

(other than those included in group presentations).

1. Since the project is only an expansion plan project,
position of existing project, expansion programme and 
life after exapnsion should be explained. Justification 
for the projects needs more explanation.

2. Role of members in the project is minimal. Theyare like 
clients only.

3. Financial data of existing coop necessaryto judge 
expansion benefirts, feasibility, viability etc.

4. Re production processes, flow chart is necessary.
5. Financial analysis needs restructuring. Details are 

needed.
6. Lot of computation errors are there in the project.

It reduces thecredibility of the project.
7. BEQ : Fixed costs not included, e.g. depreciation, 

interest on investment, capital recovery factors etc.

4th ICA Japan Training Course, IDACA, Tokyo.
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V

u MsuIaâ  <Ua/ ^
, ,  t '  /  '  
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CHAPTER -  1 
SUMMARV

0.1 Th ’e P'tOj'e.ct on de,Mgn and n.ationatz lntZQ>iattd
MoAke.ting £ PAoc^'iMng Society L td . ,  Ha^i^an Taluk, Ha'f>6an Vi^tKict 
i n  K a rn a ta k a  S t a t z .

0 . 2  The. m a i n  o b j z c t  o{ ,  t h z  S o c i e t y  M  t o  C A Z a t ^  a  b l t t o . f i  r n o A k e -

t i n g  a l t ( i n . n a t i \ > z  i o K  p o t a t o  g A o w e A ' i  b y  o A g a n i A i n g  t h e l t  o w n  C o o p z  

K a t i v z .  S o c i e t y  w h i c h  w i l l  p n . o c u n . d  25% o l  t h e  t o t a l  p r o d u c 

t i o n  i n  t h z  p A O j ' e c t  a r z a .

0 .3  foA  a be.tt&A. pA.ocuAS.me.nt & tAan-ipoAt { , a c i l i t i i 6 , t h e  
6 'o c ie ty  w i l l  pAocuAQ. pota toz-t> at ^aAm g a te  & tA a n ^ p o A ta t io n  
S b a g g in g  co'St 6 h a l l  b e  boAnz by the. M a A ke tin g  S o c i e t y  
i t 6 e l { ) .  The laAmeA6 w i l l  be g e t t i n g  R6 1 ,5  0 01- peA to n n e  
u p to  5 yeaA6 S R'b. l , 7  0 0 l -  a ^ te A  6 yeaA6  a-i compaAed to
th e  pAZ'Sent pAice o{, R6 V,000f- peA tonne.

0 . 4  P A O j e c t  d e m a n d ' s  a  m i n i m u m  p A i c e  o { ,  R d  l , 5 0 0 t ~  p Z A  t o n n e

t o  t h e  g A o w Z A  m e m b z A  o a  t h e i A  l a A m  g a t e  p A i c e  S i n c A e a ^ e  o{ ,

R6 1 T OOl- pZA tonne duAing th z  6 ixth  y z iu i 'o i  opZAation. Thz6z 
pAice6 have bzzn a^s^umzd on noAmal pAoduction S maAkzt conditions.

0.5 Thz pAOjZct considZA'S th z  nzzd to havz a c o l d , stoAagz unit 
with a minimum capacity 1060 mztAic tonnz.

0.6 Thz pAocZ6Mng unit to bz z6 tabli6hzd  ijOA making chips one
at th z  bzginning yzaA S th z  othzA at th z  5th yzan. w ill handlz 50 
MT each annually S helps the Society in acoiu.ing some bznz^its.

0.7 A capital in\, "'Stmznt ol Rs i.lO O j- thousand ^oa nzczssoAy 
inpiastAuctuAZ is  ma^.z which w ill  bz AOASZd as zqu ity  {/lom membZAS 
0^ Rs 450 thousand (5%). zq u ity  piom State CovZAnmznt S NCVC 
ol Rs 39001- thousands (45%). Thz AZmaining amount Rs 4,350 
thousand (50%) by way oi long tZAm loans 'piom thz CAzdit institutions.

0.& Thz bznzii ts  cost Aatio oi th z  pAOjZct at 15% comzs at 1.14
S IRR at 54.14%. Thz Nzt pAZSZnt valuz § 15% comzs to Rs 24926.96 
thousands.
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0.9 {jJhiie. attempting ^Z M itiv z  analij6i6, the  IRR corner at 24% 
S the  net p^e^ent value at 15% corner at R6 3,9S6 thousand's, oA'iuming 
10% decline in benefit's.

0.10 The repayment o{, loan stoAt-s a^teK 5 yean.6 oi the  commencement 
0  ̂ the  project which is  adjudged as mo^ato^ium period . The inten.est 
accrued in the  lin.st {^ive yeoA is added to the loan and the  annuity 
{jOn. the  remaining 10 yeoAS at 10% is  computed. Thus, ^'le loan 
amount plus the  accAued in teres t  during the moAatoKium peAxod w ill  
be extinguished at the  Aate oi thousands peA annum oweA 10
yeoAS peAiod.

0.11 The bAeakeven p o in t  i s  e s t im a te d  a t 15402 tonnes peA annum 

as against th e  e s t im a te d  qu an ti ty  h a n d led  o  ̂ 21014 tonnes. The 

c a p a c i ty  o{, th e  p lan t compAising, pAocuAing 36750 tonnes i,oA maAketing

S s to A in g ,  1060 tonnes unden. co ld  s to ra g e  6 60 tonnes {,oa making  

c h ip s  a d d s  upto a to ta l  l l i l Q .  Thus, th e  pAesent c a p a c i ty  u t i l i s a t io n  

would be in th e  Aegion o^ 13% S th e  bAeakeven p o in t  a t aAound 44% 
o{, th e  Aated c a p a c i ty .

0.12 The pAoject w i l l  m o tiva te  th e  ^oAmeAS towoAds incAeasing  

th e  po ta to  p rodu ction  in th e  pAOj'ect aAea.
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C H A P T E R - U

BACKGROUNV
2 . 1 INTROVUCTION

Potato i'ti and oi th z  important comrm^clal vugztabiz In India. 
Th& cultiva tion  Potato tKacQ,d back to 200 A.V. The. CAop wa6 
inViodaczd in India in  ' 17th. Ce.ntu/iy. Potato cAop i6 >iZQaKdQ.d a6 
poon. man'6 iood and i t  i^  q tu t e  a ch m p  iood pfioviddd u}hole.6omt
d ie t. VuAing 19SS the  contn.ibution oi Potato to the national basket  
coa^ 14,138 thousand Million Tonnes oi tabtfi^ pA.oduczd piom an oAza 
o^ 15,968 thousand hectoAe^i In KoAnataka State neoAly 33,000 hectoAe'S 
i^ anden. Potato cultiva tion  with an annual production o^ 3, 26,530 Tonnes 
(Annexun.e~l).

2.2 LOCATION
Ha^Aan D istr ic t i6 s itua ted  in  KoAnataka State in S o u th e r  poAt

o{, India(AnnexuAe-2 S 2-A). The total population oi the  Vi^tAict a6 
pzn. 1981 Cen^uA woa 13,51,014 and 25. 85% o{, the to ta l population
0 1  75.5% oi to tal won.ke>i6 a>ie engaged in agricultuAe. The percentage
ol, 6mall and maAginal loAmen.6 i6 quite substantia l. The to tal area
ô j the d is tr ic t  i s  6,814 Sq.Kms. and ties  between 12°31' and 13“33'
North la titude  and between 75°33' and 76°33’ East longitude.

The Soils oi the D is tr ic t consists oh Sandy loam, black and
red  ty p e  o{, so i ls .  The total geographical oAea oi the D is tr ic t  is  
( ,62 , 602 hectoAes out o{, which the net area sown is  3,66, 722 hectares
,55.35%). An area o{, 54, 029 hectoAesl 8.15%) is  covered by fo res t
und 76, 844 h e c ta r e s (n  .60%) is  fallow land. The net area irr ig a ted  
iS 49, 836 hectares! 7.52%). The various irrigation sources are tanks.
J e l l s ,  Tubes, Borewells, Canals. The high water table i s  favourable  
‘.or digging borewells . The average rainfall in the  D istric t is  794. 2mm. 
'^otato is  one of the  main crops in Hassan D istr ic t w ith  a production 
of 1 , 05, 700 Metric tonnesiAnnexure-3), spreading over an area of 1 0570 
hectares and the  crop worth of Rs. 264 2lakhs is  marketed in India.
In the project area of Hassan Taluk i t s e l f ,  there  is  a production
of 64, 000 MetAic tonnes spreading over an area of 6400 hectares.
The crop worth of 1600 lakhs  is  marketed in lndia( Annexure-4).

* Reference -  FAQ VeoA Book V o l .42( 1988)

..2



Thz total population o{, Ha^Aan Taluk -i-6 2,66,206 out ol which  
1 ,34, 271 i'S contAibute.d by malz and 1,31,935 i^  contributed by Izmale..
Total Cultivator'S and Agricultu/ial labouAZK6 in t h t  taluk a/i2. 58,441
and 6, 738 ro.6pzctive,ly. It compn.i6^i> o{, 399 village.6 covoAing an 
oA^a oi 91,818 hectoAZ6.' The total number oi household's i6 45, 568.
The total area now under cultivation lor various crop's i s  ■shown 
in AnnexuAe-5. There are nearly 20, 000 kgricultu/ial ^amilie'S are 

engaged in Potato cu ltiva tion . The average holding in the area is  1.54 HA*

2.4 AUAILABILITV OF PRODUCE
At present a to tal y ie ld  oi 1 , 05, 100 Tonnes oi Potato is  expected  

piom an area ol 1 0,570 hectares. Now, the Potato is  mainly grown
in Khari{, season as rain{,ed crop. The crop duration is  95-100 days
only. It is  observed  tha t only single crop is  taken during Khari^ 
season due' to poor irr igation  fac i l i t ie s  in the  D is tr ic t.  With better
fa c i l i t ie s  of irr igation  as well as marketing, there  is  e v ery  chance 
o{, increasing the  production o{, Potato in the D istr ic t.

2.5 LABOUR
The project area' is  having su ffic ien t labour potential for Potato 

cultivation and other a llied  ac tiv i t ie s  t ik e  harvesting , processing  
and marketing. Since, Potato is  a seasonal crop, sowing takes places  
in the  month of May-June and during th is  period, there  w il l  not be 
any problem of labourers. If the  local labour is  tra ined  and uAed 
in harvesting and processing, i t  w ill  provide better  employment opportu
nities to them. As the  female labour is mostly used in Potato sowing, 
harvesting and processing a c t iv i t ie s ,  the  local female labour should
be trained for these  works.

2.6 SEEDS
Presently , the  farmers are getting seeds from Jullandar(Punjab) 

and Himachala Pradesh (S im la ) . There is  no agency e i th e r  from the
Cooperative sector or from the  Government sector to su p p ly  seeds  
to the farmers of th is  D is tr ic t.  As a r e su l t ,  th e  farmers has to 
pay very  high price  for the  seeds .  It costs about Rs. 350-500 per
quintal as against th e  actual price of R s .250-300. The middlemen! 
Private traders  p lays  dominant role in th e  d is tr ibu tion  of seeds .  
They are making heavy p ro fi ts  during sowing season of Potato.

* Di'Strict S ta tis tica l Office, Hassan

. .2
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2 . 7  EXISTING MARKETING SVSTEM
Two c/iop6 can be takzn up one. in KkoAi^ and am  in Rabi 6e.a6on,

Bat in tki'i) n.z%ion, due. to poon. i^^igation {,acititie.6 'Szcond c-top i6 
not Q^own. So oniij one cAop Qn.own duAing KhoAi^ 6ea6on, ujhich
begins (/torn the  month • o{, K\ay-June and haKve^^ting take'i place a{,te.n.
95-100 day6 i.e.. in the. month o{̂  AuguAt. Then.e.{,on.e, the main marketing
6eaAon Ion. Potato 6toAt6 piom the  month o{, Augu/^t. Sometimz6, the.
Potato gn.owen.6 'Se.il thein. pn.oduce to the pr iva te  tn.aden.6 be{,on.e hoAve.'St-
ing. VuAing th i^  pA.oce6-s, the. pn.ice w ill  de.pe.nd upon the. 'Standing
CAop but normally the pn.ice paid to the ^oAmen.'S w il l  be 15% to 20%
loweji than the  market pAice pAewailing dwiing that time.  E v en  the  
contAacte.d amount w ill  be paid to the  gn.oweA6 in instalment's. Since 
Potato i'S a seasonal cAop, hoAvesting i'S done at one s tro ke ,  due to
tn is ,  h zavy moAket glut w ill  be. ob'Senwed. The pn.ice'S r e c e i v e d  by  
the gn.owZA'S ioA las t 10 yzoAS is  shown in Anne.xuAe-6. As thzn.e aAe no 
stoA.age ■facilitie.s in  the  Vistn.ict resu lting  in a s teep  {,all in Potato 
prices. In oKden. to pay back the  loan noised piom the. Banks and
otheA money lin d en s ,  ’ the  gAoweAS w il l  go ion distAess sa tz  at thAow
away pAices. Vue to fluctuating manket pnices, even though the. {,an.meAS 
onoduction is  high, th ey  cannot meet theiA investm ent. The cost 
oi pAoduction o(, Potato pen hectane o(, land comes to R s .l  1 , 500.00 
{AnnexuAe-7). As the moAkets oAe distant {/lom Hassan, tnanspontation 
cost is  h ig h . '  As theAe aAe no seed  multiplication Centnes in the  
pnoj'ect anea, lanmeAS have to pay high pnices {,oa puAchase o{, seeds
to the pAivate tAadens and middle.men; most of the time, p'Xivate tAade.ns 
s e l l  pooA quality  seeds and misguide the  fanmcAS by saying tha t th z  
seeds oAe bnought {/lom Jullandan. and Simla.

2.S STORAGE FACILITIES
Potato is  a pe.nishable cAop. It cannot be stoned fon. longeA 

peAiod without cold stoAage fa c i l i t ie s .  At pAesent the pAoje.ct oAea 
is  having a cold stoAage capacity of 120 Metnic tonnes which is  contAollzd 
and managed by HonticultuAe Ve.pantment. At pAesent, i t  cannot mee.t 
the demands of the. pAoject oAea as the pnoduction is  64,000 MetAic 
Tonnes. So, theAe is  a need fon setting  up of a cold stoAage with
a minimum capacity of 5000 MetAic tonnes.

. .3
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2.9 TRANSPORT FACILITY
Ha6'i>an i6 s itua ted  on the National Higkwai^ No. 4 which connect's 

hAangaloKQ. to Bangato^e. It ha^s got ra ilw ay tine, connecting to Mangalore 
and Min.aj. The Potato gn.own in tk i6  region i6 being moAketed at 
Bangalore, Bombay, Mangalore and Hyden,abad. The tAan^po^tation 
co'St l^om Ha66an to Bangaton.e i6 oAound R'S.SOO/- pe^ ioad(100 qiuntat'i,) 
poAticuloAly duAing haA\/e6ting 6ea^on, due to non-avaiiahility  ol tn.an6pon.t 
ia c i i i t ie ^ ,  the loAme^^s wiU have to pay high pKice ion. the tn.an'Spon.t,

2.10 POTATO GROUJERS MARKETING S PROCESSING COOP.SOCIETV.HASSAN 
At pn.e'Sent, then.e i^ no moAketing and pn.oce66ing Society {̂ok

th e  Potato gn.oweA.6 in  th e  oAea. The>ie{)On.e, i t  i6 n.eqain.ed to  oAgani^e

a MaAketing 6y^tem ôn. th e  gfiowen.6 6o th a t  th e y  can get n.ea6onable  

pn.ice Ion. thein. pn.oduce. Such an ongani^ation w i l l  en^une good n.etu/inA 

to  iaAmen.6. p r o v id in g  appn.opn.iate moAketing a\;enue and ai^o pAOvide 

backwoAd and lonwoAd l in k a g e s  to {,uAthen. incnea^e in thein. income  

b y  incAeaMng thein. p n .o d u c t iv i ty .

2.11 NEEV FOR PROJECT AREA

(i) Due to pn.e6ent a va i la b i l i ty  and anticipated gn.owth in the  potato
pnoduction in the  project an.ea oh Ha^'ban Taluk and adjoining
a/iea^ in othen. ta luks ,  i t  i^  nece^'SoAy that a Cooperative ongani^a- 
tion with the  involvement o{, Potato gn.owen.6 i6 to be e^tabli^shed 
to en^uAe moAketing o{, thein pn.oduce at nemunenative pn.ice-s.

i n )  {jJith th e  on.gani6e d  moAketing and pnoce.'S^ing { ,a c i l i t y , th e  a v a i la b le  

labouA in th e  an.ea can be pn.ovided w ith  em ploym ent oppon.tunitie'S.

i i i i )  Then.e i^ a 6cope {,on em ploying  labouA at th e  t im e o{, haAve^ting

ion. pack ing  and tn.an6ponting th e  pn.oduce.

(iv )  With the on.gani6ation o{, Potato gnowen.6 MaAketing S PAoce-iMng
Cooperative Society , the  monopoly o{, middlemen and pAivate
tnaden'S could be avoided.

(v) The ob jec tive  ôjj Cooperative i6 not to maximize pno{it6 at the  
co6t oi gn.owen.6 on. the  conAumen.'S. It^ main ob jective  i6 to 
en^u^ze n.emunenative return to the  Potato grower's and ^air price  
to the  con'SumerA.

..5
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{vi) Potato i'S a pzA.i6habis. commodity. It6 production i6 6za6onat 
and demand pH.2.\/ale.nt althrough the. ye.aA.. H en ce , it6  pn.op<iA 
6toragz i6 an economic m c ^ ^ ^ i ty  {,oa. the. maAketing Socie ty .  
By providing Atorage la c i l i t iz6  to the  gn.oweK'i,, the Society can 
increase the  economic retuM'S oi the  Potato growe^'i, in the  -area.

( v u j  There  -t-6 an area ol M49 o{, piult6 cultivation and 1661 hecta/ie6 
o{, vegetable kcultiva tion  in  the  project area and other adjoining 
areoA. With the  establishm ent ol cold storage by the  Potato 
Growers Marketing and Processing Cooperative Society , there  
is  a scope lor sto/iing {/luits and vegetables also, during slack  
period ol Potato procurement. Thus th e  capacity o{, the  cold  
storage can be u t i l ised  all through the year.
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PROJECT

3.1 OBJECTWES
Thz p^imoAij obje.ctivz to incAeoAe. the. income, Potato 

g^ow^A.6 in HoA^an Taluk, Thi6 objective  w ill  be a c k ie v td  by promoting 
the ^ollouiing a c t iv i t ie s .

(a) To prov ide  a strong and a sound man.ke.ting channe.1 
{,0^ Potato which w ill  be A.un and controlled by the  
growers the.mselve.s.

(b) To im prove the  produc tiv i ty  ol Potato by providing  
better  technical knowhow, plant protection and dise.ase 
control to the. gorwe.rs,

f c j  To provide  marketing and processing fa c i l i t ie s  for  
value addition.

(dj To e s ta b lish  seed  multiplication centres to sup p ly  
seeds to the members at a reasonable prices.

ie) To es tab lish  research centre to introduce high y ie ld  
va r ie ty  seeds for increasing production

if)  To motivate Potato growers through in ter-action  and 
involvem ent to develop local leadersh ip  for developing  
the economic and social a c t iv i t ie s .

(g) To p rov ide  market information to the  Potato growers 
in D is tr ic t.

: .1 The rationale of these  ob jectives  is  to help  the producer members 
and to secure better  market for th e ir  produce by increasing stock  
retention capacity and processing a c t iv i t ie s .

3 ,3  AREA OF OPERATION

Potato i s  the  main crop grown in Hassan Taluk w ith  an area 
of 6400 hectares of Potato cultivation. The project area covers 16 
Mandals and one Town Municipal with a to tal area of 942 Sq. Kilometers. 
Hassan Taluk i s  having  399 v illages. The average ra in fa ll  of the  
area is  730.5mm(Annexure-S). Total geographical area is  91, SIS hectares  
out of which net sown area is  41,737 hectares. Total irr iga ted  area 
is  1,90S hectares. The block is  having a total net work of 4S Km. 
ra il  length and 911 Km of road lengthj Which fa c i l i ta te s  th e  easy  
transport to th e  block headquarters. So with  all th ese  in frastructure  
fa c i l i t ie s ,  the  Hassan Taluk is  proposed as the  project area. Total 
radius of the  area of operation w ill be 10 Kms from th e  centre of 
Society .

..2
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3.4 PROJECT COMPONENT

The. {following oaq. pA.oje.ct compondnt^:

(a) foAm guidance Unit
At p^^6ent theA.e i6 no adequate {,oAm guidance available  

to the Potato g^owejL6. The.n.eloKe, i t  i't> e6-i>ential to have a 6e.poAate 
{jOAm guidance Cell comp/Li6ing o^ Hon.ticultuA.al Extension 0{j{jice.K‘i> 
and Hon.ticultuA.al Exte.n6ion won.ken.6. Thn.ough the  ^en.vice'i o{,
Honticultual Exten6ion Oiy.cen./^ and ijJon.ken.6, the. Potato gn.ou/en.6 
w ill  be educated w ith  advance techniques o{, pfioductions, U'Se 
ol machinery and plant pn.otection meaAunes. So that the Potato 
production w ill  be inaiea'bed.

( b) Input supp ly

The PnimoAy Agn.icultun.al Cooperative Societies one provid ing  
inputs to the  Potato growers in th is  area . But these  Societies  
are not providing Seeds to the  Potato growers. Therefore, the
Society has to a/irange {,or supp ly  o{ seeds to the  growers at 
reasonable rates by es tablish ing  Seed m ultiplication Centre in 
the  Project aiea. This w ill help  growers to reduce th e  cost
o{, production and to increase the total production.

( c j  Marketing

(i) The Society w ill  procure 25% o{, the total production in the
project area. The pr iva te  traders  are also purchasing Potato 
{/torn the  growers and se lling  the  same to the  consumers.
Since the s o c i e t y  has taken up procuAement a c t i v i t i e s  i t  helped  
to regularise th e  marketing practices thereby  i t  i s  able to 
control the  market and create hea lthy  atmosphere o{, competition  
between pr iva te  traders and cooperatives. This w il l  r e su lt  
in achieving the goal o^ economic b e n e ^ t  to the producers .

( i i j  The Society in i t ia l ly  w ill  pay an average price Rs.1 500/-
per Metric Ton to the  Potato growers as against Rs.TOOO/- 
per Metric Ton getting by them at present and th is  w ill  
be increased to R s .n o o / -  per Metric Ton a{,ter 5 years o^ 
project. This w il l  increase the  income o{, the  {^armers
the project area.

..3
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(Ui) The Society hoA planned to plough back in  the  lon.m o{, 
additional p^ice ol 25% ol pAo^it to the  g^ovue^ memben.6
in the  n.atio o^ produce 6old  b y  them to the Society .

5.5 PROCESSING

(1) It ha-i been p^opoied to undertake tne p^oce^^ing plant lo-t 
making chip'i> with th e  in it ia l  capacity o{, 30 MT. The 
Societt^ can incAea^^e the capacity to 60 M T  a{,ten. 5 yean.^.
Potato i6 available in ^u{,^cient quantity a^ a Aauj-mateAial 
ion. p-toce6Aing.

(2) Plant S Location.The location o{, the pn.oce6M.ng plant i6 in  
the pAemi^e^ ol the  Society it6el{,. Thi6 being the  headquoAten 
o{, the  Vi6tA.ict i6 well connected by Kail and n.oad. Mo6t
o'i the  Potato growing village's in the  Vi6tn.ict oAe w ith in  
the n.adiuA o{, 50 Km6.

3.6 MARKETING POTENTIAL

Thene i6 a huge potential ^on. production oi Potatoes in Ha^^an
Taluk. At pn.e'tent, the production i6 64, 000 MT and th i6  would incAea^e 
to 1 , 50, 000 MT in the 10th year. Now, the trade i^  carried  out
by the middlemen and pr iva te  traders.  A-6 a re su lt ,  the  Potato growers
are not getting the  real advantage ol increased production. The prices  
are being {jixed by the pr iva te  traders to th e ir  advantage. Therefore,  
there ari'Se'S a need to organise Potato Growers Marketing and Proce66ing 
Cooperative Society  in Ha'S6an Taluk which ha6 been taken oa a project  
area. The Society  would require R 6 . i l  00 thousand's lor purchase  
o{, land, con'Struction ol OHice building, godown, cold 'Storage and

proce'S'Sing unit(Annexure-9 8 9a).A cold storage ol 1060 MT capacity
.is proposed to provide  better  market avenues and good quality  seeds  
by procuring the  seeds in time, by the Society.

3.7 PROCESSING POTENTIAL
In order to add value to the produce and also to meet the  
demands ol consumers, i t  is  proposed to e s ta b lish  a processing  
Unit lor Potato. The project cost r eq u ired  lor es tab lish ing  
Processing unit is  shown in Annexure-9b). SuHicient raw-material 
is  available in th e  project area lor processing ol Potatos
into Chips.

. .3
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C H A P T E R - W

DETAILS OF OPERATION

4.1 IMPLEMENTATION AND EXTENSION

The project impleme.ntation agencij w M  bz potato gAow^A.^ MciAke.ting 
and P^oce'i'iing Coope.Aati\/z Society L td . ,  Ha66an Taiuk. The, project  
peAiod w ill  be ion. a period o^ 7 5 yeoA6. Dming implementation the  
Society u)M provide package o{, 6eA.\jice^i to lan.men.6. It w i l l  prov ide  
backwoAd linkage's <such a6 Supply o/j Seed tube^, extension, coo^dinati n, 
tAan6pon.t 6eAwice6, ^ape^vi^ion ol membeji'^ Potato ■jyieid ,̂ inc^ea^s^
in oAea oi production and increase in y ie ld .  It al6o pn.o\/ide6 loKujoAd 
linkage^i ^or moAketing, ■i^oA.age and p->ioce66ing ol th e ir  produce.

4.2 PROCUREMENT

The Society w ill  procure Potato {/lom growers with th e  apporach
o{, maximiif:>ing the ^hare o{, the  growers in the  6ale proceed'^ o^ th e ir
produce. The prices  w il l  be ^ ixed  by the  Board o{, Director'^) keeping
in view o{j market trend . All co6t6 {/lom tran'Sportation o^ Potato
pLom {jorm gate to ■ storing and proce66ing o{, the  produce i^ met by
Society . It ha6 been projected  to pay a price ol R6.1S00/- Per MT
upto 5 yeoA6 and R^.MOOj- per MT a^ter  5 yeoA^i. The growers
w ill be given an additional price at the end ol each year in  rela tion
'0 value ol Potato handed over to Society . But in the  beginning ol
4 year's i t  w il l  be cred ited  into th e ir  'Share capital onctribution to 
the Society.

4.3 MARKETING

It i'S planned to 'Sell the  procured produce in the whole'Sale
market with the  oA'Si^tance ol Karnataka State Cooperative Marketing 
Federation and NAFED. A6 the  internal cO'St ol transportation and 
maintenance cO'St i'S met by the  Society , the  selling price is  estim ated  
at Rs.lSOO/- per Metric Ton on l i r s t  l iv e  years and Rs.2100/- Per 
Metric Ton Irom 6th year onwards.

4.6 COLD STORAGE
On t h e  b a s is  ol the  arr iva l and despatches ol Potato, a storage

plan is  prepared to ensure the  maximum utilisation ol cold storage. 
During the  period ol May-August, the vacant space in the  cold storage

. ,2



can foe. utiii't>e.d Ion. 6ton.ing o{, piuit^ and vQ.Q<itabl(i^. A chain o{, pn.ocwiz- 
mznt, ptoc&'i6ing, moAk^ting and 6ton.ing i6 to foe (,oltow2.d 6o a-5 to 
incA(La-tz. the. buAgaining ^tn.2-ngth o{, tk z  Potato gn.ou)ing rmmbzn.6 o{, 
t k z  Soc iz ty .

4.S PROCESSING

Anckon. a c t iv i ty  - The Society w ill  6tan.t pn.ocz66ing a c t iv i ty  
■6oona{,ten. the  o^^-tce building and the. pAocedMng unit i-i completed.  
The pn.oceduA.e6 6uch a6 pnepoAation o^ project, getting loan {/lom the  
{^nancing In s ti tu tio n s , n.cn.uitment ol s t a ^  and oAn.angements ^on. man.hQ.ting 
o{) Chips could be made. '

The processing o{, Potato into chips w i l l  be unden.tah.en at 30 
Tonnes pen month. The processing o{, Potato into ch ips  in vo lves  the  
following s te p s .

-  Washing and cleaing o{, Potatos
- Peeling o^ Potato by peeling machine

-  Cutting into s lices
-  Boiling in sa lt  waten.
-  Vnying
-  f r y in g
- Salt mixing
-  Paching into consumer packs o{, ^011001200 gms.

Generally, Potato s l ice s  are dehydrated  before mahing {/tied 
ch ips . (1) Regular shaped and {/lesh Potatos are washed thoroughly  
in water. (2) Therea^teA, i t  is  pealed o ^  by using a Potato peeling  
machine. During th is  process water is  continuously poured onto the  
Potatos, so that whatever i s  peeled oU is  continuously removed.
These peeled and washed Potatos are hept in 0.10% solution o{, Sodium 
Metabisulphate so that i t  does not get discoloured. Now, any so iled
part o{, Potatoes is  removed manually with hn ivzs . [3] The peeled ,  
washed and cleaned Potatoes are put into the chipping machine.
The blade o{, th e  machine is  so adjusted tha t chips obtained are  
th ichness  1/16 ol an inch. Chips are hept in a solution oi 5% Common
sa lt  and 35 PPM o{, So2 {,or 2 to 3 minutes. (4) [jJater i s  drained
oat and {/tied in hydrogenated oil on. r e in e d  o il.  (5) The p iied  Potatos 
are pached in Polythene bags {̂ or marketing. To ex ten d  the  storage  
li{,e, ch ips  can be packed in time with inert gas.

..2
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4.6 (i) Saiz6 ^zati^ation

TheAS. i 6 a good moAkzt Ion. Ckipyt> a6 t k z Ch-tp-6 aAQ. u^ed in  

BakejiiZ't, H o tzU , ConizctionoAy e t c .  It i 6 z x p z c t t d  a r even u e  oi

R-ii.265 thousand pZK annum in  th z  lin.6t 5 yzcuL6 and a r e v e n u e  o{,

Ra .5 2 6  thousand  a^tzn. 6th yecw. onvooAd^..

Hi] VzpA,zciation

Thz dzpAZciation on building hu6 bzzn  i-4ume.d at 2.5% 
and 10% on machinZA.y.

(Hi) PA.0jZCt PzAiod •

T h e  plant ii{,z /ta-6 bzzn z^tim atzd  aA 10 yzoA6. Though th z
actual l i^z  oi th z  unit vuill bz much mo^e. Thz pn.ojzct w il l  bz oi

15 yzoA'ii pzn.iod.

( i v ) Tn.aining

It i-6 pA.opo6Zd to g ivz  training to loAmzfi mzmbzn.^ n.zgoAding 
adop tab ility  modzn.n tzchniquz6 in ofidzn. to incAZa^z pKoduction
and to A.zducz co6t o{j cultivation. Thz la>tm guidancz ^taU  w ill  bz 
givzn tn.aining by dzputing thzm to Uaining couA^Z'i, conductzd by Statz  
t\on.ticultuAZ Vzpojitmznt and othZK Tn.aining Czntn.z'i, 6o tha t th zy  should  
knou) th z  latZ'bt tfiznd o{, ag^icultuAai tzchniquz^;

..3
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ORGANISATION ANV MANAGEMENT

5.1 The Society w ill  be e^tabli'^ked mden. the  KciAnataka Coopzn.ative
Societies Act with, the  obiective^^ ol incjiea^ing the  income o^ 
Potato growing loAmeK^ through bette>i marketing channels a-i 
weU p^oce^^ing {,aciiitie6. The another ta^k  ol the  soc ie ty  
w ill be o{, p-ioviding backvocuid linkages including the  loAm guidance 
to the  Potato g->iowen.6 oi the pKoject cfiea. The voAiouA a c t iv i t ie s  
oi the  soc ie ty  w ill  be pe^io^med by Management Committee.

The Managing Committee w ill comprise o{, 13 members, out o{, 
which 9 members -will be e lec ted  ln.om the gfiowen. memben.6. 
Representation w ill  be given to one each piom SC/ST, Small 
and Ma/iginal ^oAmeKS and women growers. The term ol the
management committee is  lor a period o{, 3 yeoAS. O ^ice  beoA.ers 
w ill ' be elected  once in a y e o A .  The General Manager sh a ll  
work as Member SecAetary o^ the  Committee, other three  members 
w ill  be nominated as under:

(a) Representative ol RegistroA. o{, Coop. Societies
(b) Representative oi D istr ic t Horticultural O ^ icer  and
(c) Representative o{, State Coop. BanklV ist. Cent. Coop.Bank.

5.2 The organisation structure oi the  Society is  broadly classdjied
as follows:

(a) General Manager
(b) finance. Accounts and AdministAation
(c) Procurement and production
(d) Marketing
(e) Farm guidance 
ii)  Cold storage 
(g) Processing

5.3 General Manager is  ves ted  with  the  power o{} project execution
and day-today management o{, the  Society. He w ill  work according 
to the  polic ies  and directions taken by the  Managing Committee 
pLom time to time.

5.4 The organisational s tructure  o{, the  Society w ill  be as shown in
the  following chart.  . , 2
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5 . 5  The G<Ln2Acti ManageA w ill  be  a66i^tzd  b y  vciaIom 0{,^c2A^ 
indicate.d bziow.

(a) Manaq&A - finance, Account'S and Admini'StA.ation

Thz hAanagoji n.Q,6pon6iblz Ion. OA.'ianging {^inancz, banking, adjuAt- 
m£.nt 0^ 'Sal^'S ^e.ali^ation, monitoring and evaluation and maintznance 
ol a il accounts. Thi6 wing i6 a^s^i^tzd by two Accountants and 
two AS'St. Accountant'S. He w il l  oAsi'St the General hAanager in 
the matter, oi administration, general supervis ion , recruitm ent,  
training etc.

(b) Manager ( Procurement S Production)

The Manager w ill  look a(,ter the whole procurement and production  
aspects o{, the  Society and he is  responsib le  {,or su p p ly  o{, inputs,  
arranging seeds to the  farmers in time. He should  work in 
coordination with the  Manager(M arketing).

(c ) Manager (Marketing)

He is  a s s is te d ' by one A sst.  Manager. As the  Society proposed  
to undertake marketing a c t iv i t ie s  with the assistance and support  
ol KSCMf/NAfED, in  arranging the  stock  requ ired  by them, he 
i s  responsib le  {,or despatch o{, Potatos to the  NAFEV/KSCMF and 
other wholesale Merchants operating in the project area. He 
should have good coordination with Manager (Procurement and 
Production).

(d) Manager(Horticulture)

Manager(Horticulture), w ill  be a ss is ted  by Horticultural Extension  
Oliyiceji and Extension workers. The task ves ted  with th is  d iv is ion  
i s  to carry out Potato development programme which invo lves  
teaching, research and extension to ^0A.mers. At v illage le v e l .  
Horticultural Extension workers w ill  v i s i t ,  a ss is t  and guide the  
ind iv idua l Potato growers. They dessiminate the  technical knowhow 
and conduct demonstrations to the  farmers. Taking {farmers to 
Krishimela conducted by U niversity  o{, Agricultural Sciences or 
Krishi Uignana Kendras e tc . ,  w ill  also looka{,ter by th is  d iv is ion .

. .3



(e) ManaCj&/L(Cold and Vn.o(iQ.66in^)

Hz 16 inchoAgz o{, the. Cold 6toA.agz. He ouM looka^tz/L the. main
tenance ol Plant capacity with the  help  oi Mechanic and Open.aton.6 
working undeA him. He w ill keep coordination w ith  the  Marketing 
ManageA, Manager. i'Pn.ocuA.ement) ^on. pKopen. u tilisa tion  o{, the  
plant capacity .

He w ill  looka{jten. the  maintenance, prodaction schedule , u tilisation  
oi plant capacity e t c . ,  w ith  the he lp  o{, Supervisor, working  
undzr him. He should s tudy  the  demand in the  market and 
produce quality  processed products so tha t they  can stand in 
market. He is  responsib le  ior the quality  control ol the  product, 
the Manager w ill  looka{,ter the  advertisem ent and sales chart 
oi the  product. He w ill  also keep watch on s im ilar products  
ol other competitors in  the  market.
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C H A P T E R - W l

FINANCIAL ANALVSIS

6.1 BENEFITS

With thd z'^tabti^hmznt oi Potato q^owza.6 MaAe,kting S PA.oce.'iMng 
Cooperative Society, in the  project area, the  Society w ill  in it ia te  
va/iiouA> 6ocio-economic beneiit^ to the  ^0Amer6 6o that the  income 
le v e l  ol {,oAmer'i> w ill  be increa't>ed. Apart {/lom increasing the  
procurement price, the  Society can also g ive ex tra  benefits  to 
the laAmers by way ol bonus or d iv idend; as Potato is  perishab le  
in nature, by es tab lish ing  a cold storage and Processing unit, 
the  object o{, increasing the  production o{, Potato, to process  
and p reserve  them sh a ll  be lu l l i l le d .  Hassan Taluk is  considered  
as in d u s tr ia lly  backward area. Therefore, by locating the  project  
in th i s  area there  w ill be d irec t contribution to the  enterprenurial 
and industr ia l development.

Due to the  presence oi ^a/im guidance s t a ^ ,  the  Potato growers 
w ill  be able to understand the technical knowhow and also recent 
Potato production’ sy s tem s . Thereby, Potato growers w ill  become 
conscious about high yielding v a r ie t ie s , quality  o{, produce and 
importance oi storage ior better  market pr ices .  As the  Society  
w ill  procure nearly  25 percent ol the annual production at the  
end o{, the  9th year(AnnexuA.e-l0), i t  w ill be in a position to 
control market and thereby  farmers w ill  get com petitive  prices
lor th e ir  produce when compared to prices  paid by  private  
t ra d e r s .

With the  completion ol Vagachi Vam which is  under construction  
in the D is tr ic t,  there  is  lot ol potential in bringing the  Potato 
crop under irr igation. Increase in area ol Potato production  
w ill  increase the handling volume ol Potato by the  Society .
This in turn w ill provide  d irec t  employment opportunities to
the surplus labour in the season ol planting as well as haAvesting.

The Society w ill provide permanent employment to severa l persons 
l i k e  Managerial, Technical, S k i l le d  and unsk illed  to work in
the Society . We can reduce the  wastage due to be tter  transport  
adopted by the Society . This w il l  create the  ex tra  income 
generation to the larmers ol the  project area. On the  consumers

..2
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6 idz,  due to the. p lanm d  and continuous disckoAgt ol p r o d u c e ,  

i / i e y  w ill  QOl th z  p^oducz at ^<ia6onablz p^icz , yza/i Aound.

A b2.tte.n. moA.ke.ting alte.->inative to Potato qh-owzks and a Cooperative. 
atmO'iph.e^^e in the  project area w ill  be introduced by the  Socie ty .  
?aAme>i6 w ill  be motivated by extending the Potato growing area 
oA th ey  w ill  be ensured minimum price even in  the  period  o{, 
market g lu ts . To end w ith , the  project w il l  certa in ly  acts  
l i k e  a economic ladder  and contributes to the  upli^tment ol 
economic standoAds o{, farming community in the  area o{, operation.

6.2 It has been envisaged tha t upto 5th year, the  Society w ill
procure Potatos at Rs.1 500 per ton and piom 6th year onwards, 
procurement price  o{, R s .l  700 per ton has been estim ated . Apart
piom' d iv idend  o{, 10 percent to the members, the  Society w ill
also plough back 25 percent oi the  gross p ro fi t  as a patronage
d iv idend . A{,ter 5 years, the return per ton w il l  range piom 
Rs.2641- to RS.35S/- per ton. However {/com ^ irs t  year to 5 th
year no bene{jits w il l  be given to farmers because ol capital  
investm ent o{, procur.ement, cold storage- and processing by the  
soc ie ty .

6.3 Process

A deta iled  financial analysis has been made keeping the  following  
assum ptions.

7. The li{,e oi the  project is  15 years. Plant li^e is  10 years.
2. Investment oi R s .141 thousand towards the  cost ol construction  

ol processing unit and investm ent ol Rs. 2442 thousand  lor 
S ta r tin g  procurement a c t iv i t ie s  in the beginning ol 1st year  
and Rs.4148 thousand towards cost ol investm ent on cold  
storage unit and Rs. 1033. SO thousand towards cost ol construc
tion ol Building ol Society w ill  be made.

3. The establishm ent cost ol Cold storage unit, marketing Society  
and processing has been e s t im a te d  at Rs.374 thouAand and 

Rs.689 thouAand and Rs.242 thousand w ill increase by 5% 
every  year.

. .2
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(4) Salvage value building's, plant and mach.ineA.ij haA been
a66umed at ZeKo at the  end the  pn,oject, with the  ad'iump- 
tion that salvage cannot be u t i l ised  in incAea6ing the  l iq u id i ty  
o{, the Society im m ediately and the  project w il l  continue
to uAe i t  even  a^ten. the  end Project li^^e.

(5) Fan. pAoce^'Sed pA.oduce i . e .  Chip^^ the  moAketing channel
w ill  be through contractor's at 3 pen. cent commi66ion on 
^ale. The 'Society w ill  al-io a dver tise  it6 produce under 
the trade name o{, 'POTCHIPS'.

(6) In ca6e o{, in ^a tio n ery  Mtuation> inflation w ill  have
impact on co^t^s a/> well a't> benelit6.

6.4 COLV STORAGE

A deta iled  analy'Si^ ha6 been made with the  following aA'iumption^.
(1) The procurement o^ Potato w ill  be ^or 9 month's every  year.
(1) Salvage value o{, building^s, plant and machinery ha's been

a'S'Sumed at. Zero at the end o{, the project w ith  the  U'S^umiption 
that ■salvage cannot be utili'Sed in increasing or facilita ting  
the l iq u id i ty  oi the  'Society im m ediately and the project  
w ill  continue to wse i t  even after the  end of the project  
period.

(3) It Ha'S been ad'Sumed tha t the  l i fe  'Span of the  plant and
equipments including refr igeration  plant, generator s e t  and 
other miscellaneous equipments to be at 10 years. Hence
from n t h  year onwards replacement of these  machinery is  
needed.

6 .5  On the above assumptions

F1RR comes to 54.14 pp>''''>.nt and NPU at the er>̂  '>f nroject.^
period comes to Rs.24,927 thousands. The benefit cost ratioIBCR)
at 15% comes to 1.14(Annexure-l 1}.

6.6 The break even point of the  project comes to 15,402 M.Tons
Potato marketing and processing. Returns on investm ent has been 
worked out in AnnexuAe-12.

- d.\J -
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6.7 Szn6i t i v i t i j  analqM'i,

A6Auwing 10 pZACznt d ^ c t im  in bzn2. l i t6 becau/se. ol do,cA.za6(i in 
pAice.'i o{) Potato^, th z  NPU would  be R-6.39S6 thouAand^ at 15% 
and the. IRR woidd be  24.5%. The. b ^m ^ it  co6t n.atio at 15% M0Kk6 

out at 1.02(AnntxuAZ-13).

6. S Repaymznt 6chzdiilz and bankabitity

The inte-t&6t accAued duAing the. iiA6t 5 ye.oA't) o{, tt . pKoiect
i6 added to the loan and annuity ^on. the ^emaininQ 10 yeoA.6 
at 10% inteAe-it i6 computed. Thu^ the loan amount pluA the  
accAued inten.e^t duAing the mon.aton.iam period w M  be extinguished  
at the. Kate o{, R6. 985 thousands pe.A. annum oven. 10 yeoA6. The. 
pnovi'iiion ol Rs.1500 pen M.Ton i6 envi'Saged to meet the  working  
capital A.e.quined and 6hont ten.m committments such as pn.ocuAe.ment 
and othen. incidental chaAges. The capital cost n.e.quin.e.d and 
the souAces oi {financereused ^on. implementation has be.en won.kzd 
in Anne.xuAe.-l4.

6. 9 Economic analysis

As the  capital inve.stme.nt o{, soc ie ty  is  low and an.ea o{, operation 
is  l im ited ,  i t  is  di^^icult to meaiuAe the  impact on National economy 
on. Society  as a whole. Howeven, the  {,ollowing dinect and indin.ect 
economic benefits  can be enumerated.

V liec t benefits
With the  integrated cooperatives and in tensive  eUorts o{, honXicul-

tuAists, adequate supp ly  o{, inputs and {̂ oAm guidance, the  following
benefits  can be enjoyed by the Potato growers.

(a) Increase o^ economic lUe o{̂  processing as well as storage  
plants, which is  at present 10 years, can be further
ex tended  to 15 years.

(b j Reduce loss due to stoppage and transportation
In absence oi cold storage fa c i l i t ie s ,  th ere  was 1 percent 
wastage and another 1 percent due to poor transportation.
So th is  wastage is  saved . Cold storage fa c i l i t ie s  contribute
to the  income generation of the  farmer.

..5



ic) IncAna^e. pA,oductivity
At p^e.6ent th z  a\/eA.age yie,id  pe^i hzctcuie, in the, coiza l6 
10 ton6. But a by adopting impA.ov^d pAactic&6,
h a v e  '^acc.z^-^luily .hoA\jZ6tzd IS tonnZ6 piin. hzctoA^. Thu6, 
th zx z  i6 a ACOP& o{, incAZa^ing the. p^oducti\jity  pZA. unit 
0K<La b y  providing in t z m iv z  cultivation 6y6tzm . Thi^ w ill  
al6o incjmaAz thd vatuz o^ thzin. output.

A ^ e c u ^ e d  and continuouA demand Ion. Pot to would involve, 
the. gKovJZfi6 to going ion, incAza^ing th z  to tal pfioduction. 
8 y  doing ^o , the. lanme.n.6 would take, up the. Potato cultivation  
mon.e. 06 a buMn&6't> than -i>ub6i6tance, way ol tile, which  
e,aAlien. they  we.Ke, pn,acticing. Be.6ideA above, w ith the 
ex is tence  o{, coopen,ative, the  moAket pn,ice Potato w ilt

• incn.ea'^e a^ the  monopoly oi the p r iva te  tAaden.^ w ill  be 
n.e6tn.icted and in  tuAn thi6 enhances th e  income ol the  
{jOAmen..

lndin,ect bene^ t6  ' '

{1) Because o^ the  pH.oductivity oi land, the  cental value and 
value ô j land w ill  incAea^e in the oAea.

(2) Additional income and employment w il l  be generated by 
oAganiMng the  socie ty  and take up the  a c t iv i t ie s  ol cold 
storage and. processing.

CONSUMERS BENEFIT

The projec t w ill  envisage a planned continuous sup p ly  Potato 
to consumen.s at a reasonable price even at the  oU -seasons, while  
processing the  Potato into ch ips , the  consumers taste  and other in teres ts  
taken careo^.

.. 5



7. ? BUDGET FOR FIRST FIVE VEARS IS SHOljJN BELOW

______________________________________________
No'. 1 11 111 W W

1. Capital
In^^^trmnt IISO.SO -  -  4U&.00 -147.00

2. O p ia t in g  co6t 3131 . 00 6373.45 9914.72 14133.40 19 51S.62
3. R evenue 2^66.00 6613.00 10716.00 15610.00 22,067.00

4. Su/iptuA -  1445.80 240.55 802.28 -2671.40 2401.38
5. ViAtAibution 

oi 25% oi
6uJipluA -  60.14 200. 28 -  600.35

6. Nzt - 180.41 601.71 - 1,801.03
7. Tax § 30% -  54.1 2 180.51 - 540.31
8. SuApiM ava il-  - 126. 29 421 . 2 -  1 , 260.72

blz ion. Kzpai^
mtnt

9. R ep a ym e n t ol , 
loan6 with  
intzn.z'i>t on
capital in v z^ t-  - -  -  -
rrnnt

10. Dividend § 10% -

11. Statutory
Re^ie^ve § 25% 31.57 109.30 - -  315,18

12. OthOA. )i2.6(LK\>Ẑ  -  9 4 . 7 2  315. 90 -  945.54

CHAPTER-Wll

(Amount in ’000)

7.2 Tax in I S W yzoA w ill  not 6e  paid be.cau6z th z  nzt  / te v e n a e  in 
th e ^ e  two yecw.-6 w ill  be  dz{,icit bzcau^z ol capital inwzfitmznt 
o{, R 'i .l l  80.80 thoU'Sand'ii and R ^ .4148.00 tkouAand ^Z A pec tive ly .

7.3 Though, th z  ^uApluA availablz {,o  ̂ ^zpaymznt in u  and m  yzoA, 
the. ^zpaymznt w il l  not be madz, a6 i t  w ill  bz adjudgzd Mon.aton.ium 
pZKiod and th z  intzn.z^t w ill  bz cap ita li^zd  {,on. { în.6t {^ivz yzoA^.

7.4 OthzA n.Z'iiZn.vZ'i w ill  includz zdacation, tn.0A.ning to {^aAmzn.^, 
and doubtful dzbt ^und, n.i^h {,und z tc .

bad



CHAPTER UIII

R E C O M M E N V A T I O N S

{jJitk a v-tea; to  achieve, im pl^rm ntation  o{} t k z  p^ oj^ ct,

th z  fo llow ing  oaz f izcom m tndzd:

6.1 By cAZatinoS'it^MQthming "Potato G^ow^A-i Mcuike.ting and P ^ o c e -  

Ming CoopZA.ati\jz Society" , i t  can bz p0'i>6ibl^. to pA.ovidd an Q.^licio,nt
5 economical marketing 'Sy^t&m , the explo ita tion  o(, {,0Amen.'i> by  
the middlemen and pr iva te  tn.ade^6 be avoided. Then.e{,0H.e, State  
Cooperative Bank should come lo-iwoAd to provide  the  long term  
loan through NCDC S6heme ^or netting up o^ a cold 'Storage and 
proce-iMng unit-i.

8.2 The Society should  get a'S6i6tance ^rom Agriculture £ HorticuituAe 
departments to im part technical knowhow to the  {,0Amer6 . The Univer
s i t y  ol Agricultural Sciences, Bangalore should come up with the  
high yield ing as well as disease S pest res is tan t va r ie tie s .

8.3 Uarious arrangements should be made in a s tep w ise  manner 
so tha t the  proposed cold storage units S processing units should  
be es tab lished .

8.4 State Government should provide proposed share  o{, equ ity
6 su b s id y  lor the processing & cold storage units S also g ive guarantee 
to the  long term financing institu tions.

8.5 The procurement o^ potato should increase gradually by increa-  
s.ng the  plant capacity^ So that the processing as well as storage  
olj potato w ill  be increased.

8.6 U niversity  oi agricultural Sciences, Bangalore should develop  
a seed multiplication centre in the  area so that the  seeds  can be 
purchased by the  Society cit the proper time S su p p lied  to the  
(armers with minimum cost. Because, at present the seeds  are 
purchased pLom Simla S Jallundar by paying high cost o^ transporation.

...2)
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^ .7  T h e  p^oc^'ii6ing a c t iv i ty  ol potato can ibe (Lxtzndzd piom
Chip'S to pattiQ.6, 'ittoAch, ^louA z tc  ^0 tha t,  incAZa^d in adap tab il i ty  
oi potato i6 a ch izvzd  to th z  ^ull d x t tn t .

S,S In on.d(in. to  c^ za tz  a c c e p ta b i l i t y  o{, the, po ta to  p ro d u c t ,  

i t  i6 d&6i^able. th a t  the, p^ioce-i^e.d produce. mu6t  have. a ttAactive. 

colouA, S good ta ^ tz  6o to {,Q,tch betto ji pKice. 6 qu ick  a c c e p ta b i 

l i t y  in  th e  maA-ket.

S.9 It i'i) deM Kable th a t  s u i ta b le  'itep'S sh o u ld  be taken  to  n.edace

th e  t^ian^poKtation cO'St S digging lo'i^e'i duAing th e  hoAve^ting  

peA.iod.

B.IO The Society should tie  up it6 moAketing activitie-s with  
in6titution't> l ik e  HoKticuituAal Pn.oducefi6 MoAketing Cooperative  
Society L t d . ,  Bangalore^ NAFED, NVVB to increase moAketing o^ 
chip6.

8.11 State GoveAnment should he lp  {,0k obtaining A,egi6tAation 
and n.equlAed licence ion. cold storage S proce^ti^ing unit6.

S. 12 State CoveAnrnent should allot the n.equiAed land and provide
nece^'ioAy {^acilitie^ to the  Society, 6o tha t,  th e  Society could 
6eA.ve the  {,oAmer'S in the project area in a be tter  way to increase  
th e ir  income.

S. 13 The propo'ied socie ty  can accept term depO'Sit6 piom members
S non member^i in order to become financially  strong.

5 . 14 The Society ^should enroll a ll the growers as members in 
the project area.

8.15 The Society can create good communication between members 
g management concerning the immediate a c t iv i t ie s  & sh o r t  B long 
term goals ol cooperatives.



ANNEXURE - 1

District-wise Area & Production of Potato in Karnataka: 1989-90

— Area in Hectares^

Production in Tonnes

SI.
No. District

Season
Khariff Rabi

Total
Area

Total PrO' 
duction

1. Hassan 9800 770 10570 105700

2. Kolar 175 5478 5653 56530

3. Dharwad 6080 680 6760 67600

4. Belgaum 6863 900 7763 77630

5. Chikmagalur 900 - 900 9000

6. Bangalore 295 487 782 7820

7. Others 225 - 225 2250

T O T A L 24338 8315 32653 326530

SOURCE: Deputy Director, Horticulture Deparment, Bangalore,
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Taluka-wise Area & Production of Potato in Hassan District:

1989-90

Area in Hectares

- Production in Tonnes

A N N E X U R E - 3

SI.
Mo. Taluk Total Area

1

i

1

Total Production

1. Alur 500
1

5000

2. Arkalgud 500 5000

3. Arsikere -

4. Belur 1620 16200

5. Channarayapatna - -

6. Hassan j 6400 64000

7. Holenarasipura 1550 15500

8. Sakaleshpura - -

T O T A L 10570 105700

SOURCE: District Statistical Office, Hassan.



A N M E X U R E - 4

Taluk-v/ise Area, Production,Amount in Hassan District:89-90

- Area in Hectares

- Production in Tonnes

- Amount in lakhs

T.No. Ta1 uk Total Area Total
Producti on

Total

1. Alur i 500 5000 125.00

2.

1
Arkalgud

i
500 5000 125.00

3. Arsi ke^re - - -

4.
1

Belur 1620 16200 405.00

5. Channarayapatna - -

*
6. Hassan 6400 64000 1600.00

7. Holenarasi pur 1550 15500 387.50

SOURCE: District Horticulture Officer, H A S S A N

* Average Price is assumed at Rs.2500/Tonne.
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Ĉ J

cc

CO ^ LO ^
CO r -  0 0
LO ^  VO
r -  CO

O  ^  
O  CM

CO

CO LO  
CO o

r -  CM
CO CM 

CO

00
LO
VO

<3-CM cr.
oo
CM'

OO
VO
VO

LO
o

o
CO VO

CC‘

CO
VO

ro LO
VO

o
LO
CO

E
fO
s-

CD

fOCTJ
c
CD

CQ

E
n3

"D
o;

c t:

to
cu
(/)

3
Q -

S-
<u

J Z
4->
o

CD
c
<0
u
s-
<XJ

D
00

Z2
c

•O
c
13
o
i .
CD

c
O

•P
•P
o

o

o
-p
«3

-P
o

Q -

C
o
c

o

o
c
<o

<T3
c
<0
c
<0

CQ

CM
CTiCC

Cs.'
CD̂ .
VC

CvJ
^ -
O 'l
CM

LO
CM
COo
CO

CTiLO
CM
CM

CO 

CO 
«—  
CM

r -

CO;vo

^  CO 
CM |LO

|l o
IVO

{/)
CL
o
s*

o

> -
3 1

CM CO LO VO 00 cn t— »— oo CO* ^  LO



ARRIVALS & MODEL

A N N  

PRICES OF

E X U R E - 6

POTATOS IN A.P.M.C, H A S S A N :

/

31. Model Price(in
No. Year Arriva1s(In Qntls) Rs.)/Qnt1s.

1. 1979-80 17374 * 103/-

2. 1980-81 16070 177/-

3. 1981-82 11558 100/-

4. 1982-83 13685 163/-

5. 1983-84 26127 172/-

6. 1984-85 39181 132/-

7. 1985-86 33479 195/-

8. 1986-87 77375 205/-

9. 1987-88 87342 173/-

10. 1988-89 82098 n57/-

Average Price

SOURCE: Agriculture Produce Market Committee, Hassan.



A ' N N E X U R E - 7

Cost of Cultivation of Potato per hectare

(a) Cost of Seed @ 1500 Kgs 
cut tubers/HA

(b) Land Preparation(4 Ploughings)

(c) Sowing & Applying Fertilizers 
(4 Ploughings & 50 Labourers)

(d) FYM(10 Tonnes/HA)

(e) Fertilizers & PP Chemicals 
(150 N + 100 P + 100 K)

(f) Intercultural operations(Karrov/ing, 
Earthing up & weeding)(80 Labourers 
& 8 Bui lock Pai rs)

(g) Harvesting, Cleaning & trans- 
portation(8 Bullock Pairs &
60 Labourers)

Unit Cost

/
Rs.3500/- Tonne

Rs.25/-ploughing 

Rs„10/-Labour

Rs.100/Tonne

Total Cost

5250.00

100.00

600.00

1000.00

2750.00

1000.00

800.00

11500.00

SOURCE:Discussion with the Farmers in Hassan Taluk & 

District Horticultural Officer, H A S S A N .



A N N E X U R E - 8

Rainfall during last 5 years in 
HASSAN TALUK

KARNATAKA(INDIA)

SI.
i
i

Wo. Year
1

Rainfall in MM's

1. 1984 878.9

2. 1985 518.9

3. 1986 1439.6

4. 1987 742.3

5. 1988 730.5

SOURCE: District Statistical Office, Hassan.



MARKETING UNIT - SUMMARY OF COSTS

SI.No. Particulars Amount(Rs.'000)

I.

A.

II.

1.

2 .
3.
4.
5.
6 .

FIXED COSTS 

Land & Bui 1 dings

(a) Land - 10000 M^ at Rs.10/-M^

(b) Office Building ^ 150 W  @ Rs.860/M' 
Godown - 1 8 0  @ Rs.860/^2(c)

(d) Boundary Wal1
(e) Garages
(f) Furniture & Fixtures
(g) Miscellaneous

SUB-TOTAL OF A 

Vehicles

(a) Car - 1
( b ) Jeep - 2
(c) Lorry - 1

SUB-TOTAL OF B

TOTAL OF A + B

OPERATING COSTS 

Salaries - Staff

(a) General Manager(l)
( b ) Manager(Procurement & Production) - (1)
(c) Manager(Marketing) - (1)
(d) Manager(Farm Guidance) - (1)
(e) Manager(Finance, Accounts & Admn.)- (1)
(f) Asst. Manager(Marketing)
(g) Hort.Extension Officer(l)
(h) Horlj;. Extension Worker(3)
(i) Accountant(l)
(j) Storekeeper(l)
(k) Accounts Assistants(2) .
(1) Steno/Typist(2)
(m) Peons(2)
(n) Drivers(4)
(o) Helpers(4)

Travelling Allowance & Dearness Allowance Expenses 
Vehicle Maintenance 
Office Maintenance & Stores 
Miscellaneous Expenses
Cost of training to the farmers for 400 every year 

T O T A L

100.00
129.00
154.80
25.00
50.00
20.00 
50.00

528.80

125.00
200.00 
180.00

505.00

1033.80

36.00
30.00
30.00
30.00
30.00
24.00
24.00
54.00
12.00 
12.00 
2̂ .00
24.00
14.00
38.00
17.00

25.00
30.00
25.00
10.00 

200.00

689.00

III. DEPRECIATION COSTS

- Building @ 2.5%

- Vehicles @ 5%

10.70

25.00



COLD STORAGE UNIT - SUMMARY OF COSTS

(Amount in '000)

SI.No. Particulars

FIXED COST

A. Building Costs

i) Cost for building for cold storage plinth 1440.00
area - 2014;62 M^for 1060 MT Capacity

ii) Other Civil Works 242.00

iii) Architects Fee 58.00

B. Plant & Equipment

i) Installed cost of Refrigeration Plant &
installation of col(|i rooms & 9 cold store 1650.00
doors ;

ii) Services |

a) Power Lines to Plant Deposit 55.00

b) Electrical Systems, Control Panel 50.00

o) General Electrical & Other Utility Services 30.00

iii) Generator Set 190.00

iv) Miscellaneous Equipments 24.00

C. Other Fixed Assets:

Furniture & Fixtures and also Office Equipments 32.00

TOTAL FIXED CAPITAL 3771.00

Contingency 377.00

T O T A L  4148.00

A N N E X U R E -  9(a)

...2/-



OPERATING COST

1
I ANNEXURE 9(a)- Contd.

A. UTILITIES

1. Pov/er

(Rs. in 000)

(a) 52.5 KW for 16 Hrs. for 365 days @
0.040/KWH 123.00

(b) Demand Charges @ Rs.24/-KWH^ 14.00

2. Fuel for 52.5 KW Generator Set at 0.27 Lt/KW 15.00 
for 300 Hrs.

3. Water - 200 Lt/day for 365 days 1.00

B. MANPOWER COST

1. Salary

(a) Manager(l) 30.00

(b) Mechanic/Electrician(1) 12.00

(c) Operators(2) 19.00

(d) Watchman(2) 14.00

(e) Casual Labourers(2) 4.00

2. Administrative Expenses 10.00

C. PLANT OVERHEADS

1. Maintenance(a) Building - 2% 28.00

(b) Plant - 3% 60.00

2. Insurance @ 1% ■ 33.00

3. Taxes 0.5% 10.00

4. Licence Fee 1.00

TOTAL OPERATING COSTS 37/1.00

D. DEPRECIATION

(a) Building (? 2.5% 43.5

(b) Plant and Machinery ^ 10% 186.40

E. HIRE CHARGES 0 Rs.60/Ton/Month for 1060 f'^/Month 636.00

SOURCE: CFTRI, MYSORE.



PROCESSING UNIT - S U M M A R Y ]  OF C O S T S ,  

Particulars (Rs. in '000)

I. FIXED COSTS

A. Building Cost - covering an area of 150 M^ 129.00

at Rs.850/M^

B. Machinery & Equipment:

(a) Potato Pealer - 1 HT Motor 5.00

(b) Gravity Feed Slicer 5.00

(c) Heating & Frying Arrangements 1.00

(d) Aluminium Vessels, Trays 1.00

(e) Work table with Aluminium Sheet(2 Nos.) 2.00

(f) Heat SealersH No.) 1.00

(g) Weighing Balance 100 Kg.Cup 1.00
i

(h) Miscellaneous Equipments, Counter Balance etc. 2.00
I

 ̂ 18.00

TOTAL FIXED COST 147.00

II. OPERATING COSTS

A. Rav/ Material Per Annum

(a) Potatos 30 Tonnes @ Rs.2,000/-Tonne 60.00

(b) Refined Oil 2.400 Kgs. (? Rs.30/-K.G 72.00

(c) Chemicals, Preservatives, Salts & Packing 6.00
Materials

138.00

B. Staff-Salary

(a) Supervisor( 1) 29.00

(b) Peon(1)

(c) Helpers(2)

C, Other Expenses(Power, Postage, Consumable 55.00
Stores, Maintenance etc.)

D. Selling Cost of Chips 20.00

TOTAL OPERATING COSTS 242.00

Depreci ation

On Building ^ 2.5% 3.2
On Machinery @ 10% 2.0

III. Expected Turnover/Production per annum(sel1ing
at the rate of Rs.35/-K.G - 7.5 Tonnes 263.00 Per Annum

c<̂ nnrtr. c.„ii ^
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Income Statement(Returns) - Potato Growers Marketing & Processing
Cooperative Society, Hassan Taluk.

(at 7th Year) (Amount in '000)

A N N E X U R E - 1 2

42939.00

B. VARIABLE COSTS

a) Procurement Cost - 20300 MT X 1700 34510.00

b) Handling & Transportation 45.00

c) Wastage 690.20

d) Utilities 153.00

e) Raw-materials for processing 138.00

f) Marketing Cost of Chips 20.00

g) Interest on W.C (§ 14% 4263.00

T O T A L  39819.20

C. FIXED COST

a) Overheads 1024.00

b) Depreciation on Land & Building § 2.5% 57.40

c) Depreciation on Plant & Machinery 0 10% 188.20

d) Depreciation on Vehicles @ 5% | 25.00

e) Loan repayment 985.00

2279.60

Operating Profit 3120.00

Net Profit 840.40

Fixed Costs per annum 2279.60

Profits over variable cost(Price received per 
unit) less variable cost per unit =
2043 - 1895 = 148

Break Even Point = 2279.60
1̂ 3

Quantity handled 

Rated Capacity 

Capacity Utilisation

= 15,402 MT

= 21014.0 

= 37870.0 

= 73%

Break Even Point as a proportion = '5.4% 

to capacity



A N N E X U R E - 1 3

SENSITIVITY ANALYSIS(ASSUMING 10% DECLINE IN BENEFITS)

(AMOUNT IN '000)

SI.
No.

Fixed Operating/ i
Cost Maintenance Total Gross Net

Cost Cost Benefit Benefit

1.
2.
3.

4.

5.

6.
7.

8. 
9.

10.

11.

12.
13.

14.

15.

1180.80

1472.00

1950.00

726.00

147.00

3131.00

6373.45

9914.72

14133.40

19518.62

28376.20

36199.52

44963.75

55051.09

65737.74

65832.93

65932.88

66037.82

66148.01

66263.71

4311.00

7845.45

11864.72

14859.40

19665.62

28376.20

36199.52 '

44963.75

55051.09

65737.74

65832.73

65932.88

66037.82

66148.01

66263.71

2579.40 

5951.70

9644.40

14049.00

19860.30

30218.40

38645.10

48091.50

58974.30

70503.30

70503.30

70503.30

70503.30

70503.30

70503.30

(1731.^0)
I

(1893.75)

(2220.32)
i

( 810.40) 

( 194.^8)

(1842.20)

(2445.58)

(3127.75)

(3923.21) 

(4765.26) 

(4670.57) 

(4570.42) 

(4465.48) 

(4355.29)

(4239.59)

NPV at 15%- 3986.0

B.C Ratio = 1.02 
at 15%

IRR - 24%



K n n e x u r e - 1 4

Loan requirement & Bankability 

A CAPITAL COSTS

(Amt. ’000)

I Year + W.C(I)

II "

III "

IV "

V "

TOTAL PROJECT COST 

Say around

SOURCE OF FINANCE

I.Share Capital of members(5%)

1180.80 + 3131.00

1472.00

1950.00

726.00

147.00

4311.80

1472.00

1950.00 

726.00 

1^7.00

8606.80i
8700.00

450.00

II.Share Capital assistance from State Government 3900.00
& NCDC(45%)

III.Loan borrowed from Credit Institutions 

TOTAL PROJECT COST:

4350.00

8700.00

MODE OF FINANCING

Source Year

I II III IV V

Project Cost 4311 1472 1950 726 147

Farmers' Contribution 216 74 98 36 7

Share from Government 
& NCDC

1940 662 877 327 66

Loan - Long Term 2155 736 975 363 74



Comments/suggestions made on the Project prepared

byMr D T Rangaswamy, India.

(other than those icluded in group presentation)

*Basically a marketing project as large portion is sold 
in open market and the cold storage is a minor component.

* Cross checking is not possible due to absence of cross 
references.

* Assumptions o price and quantity affect the project.
IRR can change by change of assumptions.

* Wastage of 2% seems on the lower side. Handling charges 
of Rs .2.75 per ton is inadequate.

* Prices tobe paid to farmers should be included. Competitive 
trade must be estimated and protected.

* If above done, sensitivity analysis will also change.
* Commercial aspects like market tie up etc. should be elabo

rated.
* Working capital - inadequate, societies do not survive due
to shortage of working capital. W/C should be given more

emphasis in calculations.
* intt on wor.capital is not included in calculation of 

cash outflor, NPV, and IRR. Profitability would come down 
and project may not be viable.

* Some costs are underestimated and need revision.
* Pay back period not computed.
* Processing unit: sale price of potato chips and sales commn. 

on it seems unrealistic.
* Project has three segments: marketing, chips and cold storage 

chips is toosmall segment. Is it profitable to include?
* Processing work.capital and intt threon not included.
* 5th year operating cost for 2nd unit needs checking up.
* P 23, cash budget should not have tax. shuld go to operating 

cost.
* Value addition to farmers should be calculated separately 

by increase in production, procurement price and shared 
benefits by way of dividends etc.

4th ICA Japan Training Course, IDACA, Tokyo.



'f’e r A T o  -m m n r A M  Q. A s  W ^ / s o  ’

1. tirjLE Of THE PliO^ecr LS i o o r

IT SHOULD 6£  ̂ / /V ^ ^ A - T ^ D  ■

A nx> pRocze.ssiA/g op fors'fo ro »a s s a/>j oisr. k a ^/v a t ^ k a

VALDB APDlTlCflJ lACfie IS AO-r ikj<*Lu P îD pfiOsT.
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10 ' jsŜ uJzL̂  A&̂ir n̂£̂ rytujyjî  •
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CHAPTER -  1

SUMMARY .

0 . 1  The  m a i n  o b j e c t i v e  o f  t h e  p r o j e c t  i s  t o ;

Market i ng and Processing of  Potatoes so as to retain

remunerat i ve  pr i ces  to the Potato growers .

0. 2  The  p r o j e c t  p r o c e s s  on d e s i g n  and r a t i o n a l

o f  I n t e g r a t e d  M a r k e t i n g  o f  P o t a t o e s  i on

M e e r u t  D i s t t .  o f  U . P .  S t a t e .

0 . 3  The P r o j e c t  e n v i s a g e  a b e t t e r  M a r k e t i n g

a l t e r n a t i v e s  f o r  g r o w e r s  by o r g a n i z i n g  t h e i r

own c o o p e r a t i v e  w h i c h  w i l l  p r o c u r e  t o t a l

p o t a t o  p r o d u c e  and  w i l l  be m a r k e t e d  i n D e l h i ,  

Bombay ma nd i  as v / e l l  as i n  l o c a l  M e e r u t

Mand i .

0 . 4  The A r e a  o f  o p e r a t i o n  o f  t h e  p r o j e c t  i s

in 30 v i l l a g e s  w i t h i n  a r a d i o u s  o f  5 Kms .

o f  N a g l i  K e t h o r ,  b l o c k  M a c h a r a  D i s t t .  M e e r u t

and w i l l  be  b e b e f i t e d  t o  400  f a r m e r s  member

by g e n e r a t i n g  h i g h e r  i ncome f o r  t h e m.

0 . 5  At  i n i t i a l  s t a g e  t h e  p r o j e c t  w i l l  be i m p l e m e n t e d

by c o o p e r a t i v e  m a r k e t i n g  S o c i e t y ,  K e s a r g a n j ,

M e e r u t  b e c a u s e  p o t a t o  g r o w e r s  f a r m e r s  c o o p e r a t i v e  

s o c i e t y  i s  a a p a r t  o f  a C o o p e r a t i v e  M a r k e t i n g  

S o c i e t y ,  K e s a r g a n j .  The  C h a i r m a n  w i l l  be

e l e c t e d  f r o m t h e  d e l e g a t e s  o f  p o t a t o  g r o w e r s

S o c i e t y ,  M a r k e t i n g  S o c i e t y  and C o l d  S t o r a g e .  

The S e c r e t a r y  w i l l  be  f r o m  Co o p .  D e p t t .

o f  U . P . C o v t .

0 . 6  P . C . F .  C o o p e r a t i v e  S o c i e t y  i n a s s o c i a t i o n

w i t h  S t a t e  F a r m ,  H o r t i c u l t u r e  D e p t t .  U . P . ,  

NSC and p a n t  N a g a r  u n i v e r s i t y  v/i I I s u p p l i e

p o t a t o  s e e d  t o  t h e  f a r m e r  g r o v / e r s  d u r i n g

t h e  mo n t h  o f  S e p t .  and O c t o b e r .





: 2 :

0 . 7  P . C . F .  Coop.  S o c i e t y  N a g l i  K i t h o r e ,  i n a s s o c i a t i o n

• ■ w i t h  KRIBHCO,  M e e r u t  w i l l ,  a r r a n g e  i n p u t  s u p p l i e s

l i k e  F e r t i l i z e r s  and p e s t i c i d e s  t o  t h e  f a r m e r  

g r o w e r s  d u r i n g  t h e  mont h  o f  S e p t e m b e r  and  

O c t o b e r .

0 . 8  P . C . F .  C o o p e r a t i v e  S o c i e t y  w i t h  KRIBHCO w i l l

a r r a n g e  i n t e n s i v e  f a r m  g u i d a n c e  and e x t e n s i o n  

e d u c a t i o n  t h e r e b y  i n d u c e  i t s  f a r m e r  members

f o r  a d o p t i n g  r ecommended p r e  and p o s t  h a r v e s t  

p r a c  t i c e s .

0 . 9  P . C . F .  Coop.  S o c i e t y  i n a s s o c i a t i o n  w i t h  NAFED

w i l l  s a l e  t h e i r  p r o d u c e  a t  D e l h i  and Bombay

Ma ndi  and pay  3% s e r v i c e  c h a r g e s  t o i  t h e  NAFED.

0 . 1 0  P . C . F .  C o o p e r a t i v e  S o c i e t y  in a s s o c i a t i o n

w i t h  l o c a l  p r i m a r y  C r d i t  s o c i e t y  and D i s t t .  

Coop.  Ba nk ,  M e e r u t  s h a l l  a r r a n g e  t i m e l y  s u p p l i e s  

i n p u t s  on c r e d i t  b a s i s  t o  t h e  f a r m e r  me mb e r s .

0 . 1 1  P . C . F .  Coop.  S o c i e t y  w i l l  p u r c h a s e  l a n d  f r o m

M a r k e t i n g  S o c i e t y  K e s a r g a n j  a t  N a g l i  K i t h o r e

and c o n s t r u c t  t h e i r  o wn b u i l d i n g  f o r  o f f i c i a l  

p u r p o s e s  c o s t i n g  a b o u t  Rs .  1 , 8 5 , 0 0 0  a p p r o x i m a t e l y .

0 . 1 2  A S o c i e t y  w i l l  p u r c h a s e  8 000  MT p o t a t o e s  f r o m  

t h e  g r o w e r s  members f r o m J a n u a r y  t o  A p r i l

a t  N a g l i  K i t h o r e  C o l d  S t o r a g e  C a t e .  T h e i r

p o t a t o e s  w i l l  be g r a d e d  and damaged s t o c k s  

w i l l  be r e t u r n e d  t o  t h e  g r o w e r s .

B . T h e  s t o c k s  w i l l  be g r a d e d  i n a g r a d e , G r a d e : A 

f 2 5  to 5 cm) f o r  e x p o r t  as w e l l  as u p c o u n t r y  

M a r k e t  inf i .  Gr ade  B,  S m a l l e r  t h a n  ( 2 5  cm) f o r  

s e e d ,  Cr nde  C,  a b o v e  45 cm,  f o r  p r o c e s s i n g  

p u r p o s e s  and Gr ade  D,  damage s t o c k  t o  be r e t u r n e d  

t o  f a r m e r  or  d i s p o s a l  i n v e r y  low.  r a t e s .

0 . 1 3  A The S o c i e t y  w i l l  p u r c h a s e d  p o t a t o e s  @ Rs .
6 00 /M T  on t he b a s i s  o f  l a s t  y e a r  1 9 8 8 - 8 9  m a r k e t



t r e n d  and 80% payme nt  w i l l  be r e l e a s e d  a t  

s p o t  and r e s t  20% w i l l  be r e l e a s e d  a t  f i n a l  

and I I  i n s t a l m e n t  p a y m e n t .

B.  F o r  t h e  f i r s t  5 y e a r s .  S o c i e t y  w i l l  no t  do 

c r e d i t  b u s i n e s s ,  a f t e r  5 y e a r s  S o c i e t y  w i l l  

be h a v i n g  t h e i r  own s u f f i c i e n t  f u n d s  a p p r o x i m a t e l y  

R s . 6 4 ,  0 0 ,  000 l a c s  t h e n  S o c i e t y  w i l l  s u p p l e s  

i n p u t s  on c r e d i t  b a s i s .

O . I U  P . G . F . C .  S o c i e t y  w i l l  s t o r e  UOOO MT p o t a t o e s

in r e n t d e d  C o l d  S t o r a g e  o f  t h e  S o c i e t y  @ 

Rs .  2 7 0 / M T  f o r  t h e  p e r i o d  f r o m F e b r u a r y  and

O c t o b e r  {9 m o n t h s ) .

0 . 1 5  S o c i e t y  w i l l  s a l e  t h e i r  p r o d u c e ,  1600  MT

in M e e r u t ,  5 900  MT in A z a d p u r  M a n d i ,  Neew

D e l h i  and 500 MT s eed  d i r e c t l y  t o  t h e  g r o w e r s  

@ 2 7 0 0 / M T .  S e l l i n g  p r i c e  a t  D e l h i  and M e e r u t

mandi  on t h e  b a s i s  o f  1 9 8 8 - 8 9  t r e n d  w i l l

be s o l d  o u t .  I t  i s  p r e s u me d  t h a t  2^% s t o r a g e  l o s s e s  

v/i I I be t h e r e  .

0 . 1 6 .  R e g a r d i n g  l oan  f r o m t h e  Ba n k ,  1 s t ,  2nd and

3 r d  y e a r  l o a n  w i l l  be r e q u i r e d  b u t  f o r  t h e

Ut h y e a r .  S o c i e t y  w i l l , be h a v i n g  t h e i r  own 

s u f f i c i e n t f u n d s .

0 . 1 7 . ,  I t  i s  p r e s u me d  t h a t  s o c i e t y  w i l l  d i s t r i b u t e

i t s  50% c ash  p r o f i t s  t o .  t h e i r  f a r m e r  members  

e v e r y  y e a r  and r e s t  50% w i l l  be d e p o s i t e d  

in r e s e r v e  f u n d s .

0 . 1 8  PCFC S o c i e t y  w i l l  make v a l u e  a d d i t i o n  t o i

t h e r  p r o d u c e .

a )  By m i n i m i z i n g  h a n d l i n g ,  ■ s t o r a g e ,  and  

t r a n s p o r t a t i o n  l o s s e s  by a t  l e a s e  4%,  

t h r o u g h  c l o s e  s u p e r v i s i o n  and q u a l i t y  

con t r o 1s .

b)  P u r c h a s e  o f  t h e  s t o c k s  in F l u s h  season  

a b o u t  @ R s . e O O / M T  and r e l e a s e  t h e  s t o c k s

: 3 ;



i n l e a n  s e a s o n  when p r i c e  i s  h i g h  f r o m

R s . 1 3  50 t o  1 6 5 0 / M T .

c )  By i n c r e a s i n g  p r o d u c t i v i t y  u p t o  t h r o u g h

p r e  and p o s t  h a r v e s t  t e c h n i q u e s  w i t h  

t h e  a s s o c i a t i o n  o f  KRI BHCO.
•

0 . 1 9  U p t o  5 t h  y e a r  S o c i e t y  w i l l  do m a r k e t i n g  b u s i n e s s .

A f t e r  t h a t  t h e  c a p a c i t y  o f  t h e  c o l d  S t o r a g e  

w o u l d  be i n c r e a s e d  f r o m <4 000 MT t o  9 0 0 0  MT 

t h e n  t h e  S o c i e t y  w i l l  be a b l e  t o  h a n d l e  1 5 , 0 0 0  

MT p o t a t o e s .  Then s o c i e t y  can a l s o  go f o r  

p r o c e s s i n g  b u s i n e s s  a f t e r  5 t h  y e a r  by v/h i ch

a b o v e  and l a r g e  s i z e  (US cm) p o t a t o  can be 

u t i 1 i s e d .

0 . 2 0  By i m p l e m e n t a t i o n  o f  t h i s  p r o j e c t  f a r m e r

w i l l  g e t  Rs .  7 4 7 . 2 5 / M T  due  t o  v a l u e  a d d i t i o n  

a g a i n s t  Rs .  6 0 0 / M T  a nd c o s t  e f f e c t i v e n e s s  

a c h i e v e d  by i mp I i m e n t a t i o n  o f  t h i s  p r o j e c t .



CHAPTER-  I I 

BACK GROUND

I NTRODUCTI ON

The  R e p u b l i c  o f  I n d i a  i s a v a s t  c o u n t r y  and b i g g e s t  

D e m o c r a t i c  C o u n t r y  in t h e  w o r l d .  I t  m e a s u r e s  3 2 1 4  kms. 
f r o m  N o r t h  t o  S o u t h  and 2933  kms.  f r o m  E a s t  t o  W e s t .

I t  has  an a r e a  o f  32 , 80 , 4 8 3  s q .  km.  w i t h  a p o p u l a t i o n  

o f  750  m i l l i o n s  in 1981 and 80% o f  t hem a r e  r e s i d i n g  

in r u r a l  a r e a s ,  i t  c o m p r i s e  24 S t a t e s  and  9 u n i o n  T e r r i t o 

r i e s .  T o t a l  l a n d  a r e a s  i s  328 m i l l i o n  h e c t a r e ,  a b o u t

35 m i l l i o n  h e c t a r e  l i e s  m o u n t a i n ,  n e a r l y  95% o f  w h i c h  

i s  u n s u i t a b l e  f o r  a g r i c u l t u r e  p l a i n  c o v e r s  1 4 1 . 5  m i l l i o n  

h e c t a r e s  s u i t a b l e  f o r  c i r c u l a t i o n .

P o t a t o  i s  one o f  t h e  f e w f o o d s  c a p a l e  o f  measur ing  

on l a r g e  number  o f  p o p u l a t i o n .  B e s i d e s  i t  s u p p l i e s  N i t r o g e n  

and P r o t e i n s  f o r  a h e a l t h y  g r o w t h  o f  a b o d y .  I t  a l s o

p r o v i d e s  v a l u a b l e  m i n e r a l s ,  v i t a m i n s ,  f a t s  and P r o t e i n s .  

C o m p a r i t i v e  n u t r i t i v e  v a l u e  o f  p o t a t o  can be s een  in

A n n e x u r e  2 & 3 w h i c h  i s  t h e  a l mos. t  same as Ba na na  and

A p p I e .

P o t a t o  i s  gr own i n v a r y i n g  A g r o - c I i m a t i c  z one

o f  t h e  c o u n t r y .  The p l a n t i n g  and m a r k e t i n g  p e r i o d  o f  

p o t a t o  in t h e  c o u n t r y  can be seen a t  A n n e x u r e  2 . 5  x 2 . 6 .  

I t  has been e s t i m a t e d  t h a t  80% o f  t h e  c r o p  i s h a r v e s t e d

d u r i n g  t h e  mo n t h  o f  J a n u a r y  t o  ma r c h  w h i c h  c a u s e  g l u t  

in t h e  m a r k e t .  The a r e a  u n d e r  c u l t i v l a t i o n  and p r o d u c t i o n  

i s  g i v e n  a t  A n n e x u r e  2 . 4 .

u n d e r  A n n e x u r e  2 . 4 ,  t o t a l  c u l t i v a t i o n  u n d e r  p o t a t o

was 9 , 3 0 , 0 0 0  h e c t a r e s  i n 1 9 8 8 - 8 9 .  F o l l o w e d  by 8 , 8 5 , 0 0 0

h e c t a r e s  w e r e  in 1 9 8 7 - 8 8  and t h e  p r o d u c t i o n  was 1 4 8 9 2 0 0 0

MT i n 1 9 8 8 - 8 9  f o l l o w e d  by 1 , 4 0 , 4 6 , 0 0 0  MT in 1 9 8 7 - 8 8  in 

t h e  c o u n t r y .

P o t a t o  c u l t i v a t i o n  i s  s t e a d i l y  i n c r e n s i n r j  f r o m

17 l a k h s  MT in 1 950 - 5  1 t o 148 l a k h s  MT in 1 9 88 - 8 9  . U . P .

i s  m a j o r  p r o d u c e r  w i t h  a p r o d u c t i o n  s h n r e  o f  G 0 , 1 Z , 0 0 0

MT in 1 9 0 8 - 8 9 .  Mo r e  o v e r  t h e  a v e r a g e  y i e l d  o f  p o t a t o

o f  U . P .  i s  19 M T / H e c t  i s  mor e  t h a n  t h e  n a t i o n a l  a v e r a g e  

o f  13 M T / Hoc t a r e .



The m a j o r  p r o d u c i n g  s t a t e s  In t h e  c o u n t r y  i s

U . P . w i t h  t h e  p r o d u c t i o n  c a p a c i t y  o f  6 0 , 1 2 , 0 0 0  MT f o l l o w e d  

by West  Be nga l  4 3 , 4 5 , 0 0 0  MT,  B i h a r  1 4 , 7 2 , 0 0 0  MT and P u n j a b

5 ,  1 3 , 000 MT.  In t h e  y e r  1 9 8 8 - 8 9  ( A n n e x u r e  2 . 4 ) .  As p e r  

t h e  p r o d u c t i o n  f i g u r e s  a b o u t  40% o f  t o t a l  p r o d u c t i o n  

i s  c o n t r i b u t e d  f r o m U . P .  o n l y .

The ma i n  p o t a t o  g r o w i n g  a r e a s  o f  U . P .  a r e  shown 

in a map a t  A n n e x u r e  2 - 1 .  M e e r u t  D i s t t .  i s  one o f  t h e  

m a j o r  p r o d u c i n g  d i s t r i c t  o f  p o t a t o  in U . P .  T o t a l  a r e a

u n d e r  p o t a t o  c u l t i v a t i o n  we r e  7030  H e c t .  in 1 9 8 8 - 8 9  and

e x p e c t e d  p r o d u c t i o n  w o u l d  be 1 , 9 4 , 2 0 0  MT in 1 9 8 8 - 8 9  w h i c h  

i s  a b o u t  2 7 . 6  M T / H e c t a r e .  ( A n n e x u r e  2 . 9 ) .

In M e e r u t  D i s t t .  t h e r e  a r e  4 T e h s i l s  and 18 B l o c k s  

Head Q u a r t e r s ,  o u t  o f  4 T e h s i l s  i . e .  M e e r u t ,  B a g h p a t ,  

S a r d h a n a  and  Mawana ,  M e e r u t  T e h s i l  p r o d u c e s  p o t a t o e s  

6 5 , 5%- o f  t o t a l  p r o d u c e  o f  M e e r u t  d i s t r i c t ,  f o l l o w e d  by  

Mawana 16%,  S a r d h a n a  13% and Ba g h p a t  5%.

T o t a l  p r o d u c t i o n  o f  p o t a t o  in M e e r u t  i s 1 , 8 9 , 0 0 0  

MT.  In 1 9 8 8 - 8 9  and a l s o  50 , 000 MT comes t o  M e e r u t  f r o m  

n e a r b y  d i s t r i c t s  b o t h  f o r  s t o r a g e  and s a l e s .  As a g a i n s t  

t o t a l  a v a i l a b i l i t y  o f  p o t a t o  i . e .  2 , 40 , .000 MT we a r e

h a v i n g  o n l y  1 , 0 8 , 0 0 0  MT o f  S t o r a g e  C a p a c i t y ,

I n C o o p e r a t i v e  S e c t o r ,  we a r e  h a v i n g  3 C o l d  S t o r a g e  

h a v i n g  a c a p a c i t y  o f  1 2 , 0 0 0  MT in d i f f e r e n t  p l a c e  o f  

M e e r u t  d i s t r i c t  f o l l o w e d  by 35 C o l d  S t o r a g e  in p r i v a t e  

s e c t o r  h a v i n g  a  c a p a c i t y  o f  9 6 , 0 0 0  MT.  In d i f f e r e n t  p l a c e s  

o f  M e e r u t  d i s t r i c t  ( A n n e x u r e  2 . 1 2 ) .

M e e r u t  T e h s i l  i s  h a v i n g  m a j o r  s h a r e  o f  c a p a c i t y  

a b o u t  87%,  f o l l o w e d  by Mav/ana 8 . 1 % ,  Ba g h p a t  2 . 2 5 ,  and  

S a r d h a n a  2 . 7 % ,  w i t h  r e g a r d  t o  a r e a  and p r o d u c t i o n ,  M e e r u t  

T e h s i l  i s  h a v i n g  6 5 . 5% o f  p r o d u c t i o n  f o l l o w e d  by S a r d h a n a  

1 3 . 1 %,  Mawana 16 . 0% and Ba g h p a t  5 . 1 0 % .



LOCATI ON AND COVERAGE:

M e e r u t  D i s t r i c t  i s  s i t u a t e d  on D e l h i  t o  R o o r k e e  

Road a b o u t  70 Kms. away on m a i n  r o a d ,  i t  i s  C o m m i s s i o n a r y  

Head Q u a r t e r  c o n s i s t i n g  o f  s i x  d i s t r i c t  i . e .  M e e r u t ,  

C h a z i a b a d ,  B u l a n d s h a h r ,  M u z z a f f a r n a g a r , S a h a r a n p u r  and  

H a r i d w a r .  I t  i s  in b e t w e e n  Canqa and Yamuna r i v e r s .  G e o g r a 

p h i c a l  a r e a  o f  M e e r u t  i s  3911 Sq.  km.  w i t h  a p o p u l a t i o n

o f  2 7 , 67 , 00 0 l i v i n g  in 920  v i l l a g e s  o f  t h e  d i s t r i c t  and  

t h e  t o t a l  a r e a  u n d e r  c u l t i v a t i o n  i s  3 , 1 2 , 0 0 0  h e c t a r e s .

The C o o p e r a t i v e  M a r k e t i n g  S o c i e t y  L t d . ,  K o r a r g a o n ,  

r e g i s t e r e d  u n d e r  M u l t i  C o o p e r a t i v e  S o c i e t y  A c t  1970 a t  

M e e r u t  w i t h  r e g i s t r a t i o n  No.  1 5 9 6 .  The  t o t a l  m e m b e r s h i p

o f  t h e  S o c i e t y  i s 5 889  . The member s  o f  t h e  s o c i e t y  a r e  

f a r m e r s  as w e l l  as n o n - f a r m e r s .  The s h a r e  c a p i t a l  o f

t h e  S o c i e t y  i s  9 , 5 4 , 9 1 3  w i t h  own f u n d s  o f  Rs .  1 , 63 , 9 65 / t

The S o c i e t y  i s  n o t  h a v i n g  a n y  d e p o s i t s .

The ma i n  b u s i n e s s  o f  t h e  S o c i e t y  i s c o n s u me r  

goods and a l s o  has a shop i n M a n d i ,  w o r k i n g  as C o mmi s s i o n  

A g e n t s  o f  Gur  and Whe a t  t h e y  a r e  p u r c h a s i n g  and s e l l i n g  

in t h e  ma r k e  t .

The S o c i e t y  i s  a l s o  u n d e r  t a k e n  t h e  D i s t r i b u t i o n  

o f  f e r t i l i z e r s  t h r o u g h  U . P .  S t a t e  C o o p e r a t i v e s  L i m i t e d

t o  t h e  p r i m a r y  C o o p e r a t i v e  S o c i e t i e s .  F r om t h e i r  i t  i s  

d i s t r i b u t e d  t o  t h e  f a r m e r s .  The S o c i e t y  i s  h a v i n g  i t s

own b u i l d i n g  f o r  o f f i c e  in K e s a r g a n j  M a n d i .  The a r e a

o f  o p e r a t i o n  i s  2 t e h s i l s  i . e .  M e e r u t  and  Ma wa n a .

K e s a r g a n j  S o c i e t y  i s h a v i n g  i t s  ov/n C o l d  S t o r a g e  

a t  N a g l i ,  K e t h o r e ,  w i t h  a c a p a c i t y  o f  UOOO MT on M e e r u t  

Gar h  Road a b o u t  27 kms.  away f r o m M e e r u t ,  and a l s o  h a v i n g

1 h e c t a r e  o f  l a n d  a l s o  s i t u a t e d  t h e r e .  C o l d  S t o r a g e  B u i l 

d i n g  was c o n s t r u c t e d  in 1 9 8 7 .  T h e y  a r e  h a v i n g  298 me mb e r s .



S h a r e  c a p i t a l  o f  Rs .  29 , 900  / -  i n 1 987 . T h e y  h a v e  d i s t r i 

b u t e d  Rs .  3 , 5 1 , 0 0 0  l o a n s  t o  t h e  member  f a r m e r s  and a l l

h a v e  bee n  r e c o v e r e d ,  i n 1 9 8 7 ,  1988  and 1 989  in C o l d  S t o r a g e

2 , 587 MT,  3 , 8 9 1  MT and 4 , 1 3 0  MT o f  p o t a t o  w e r e  s t o r e d .

T h e y  e a r n e d  a p r o f i t  o f  Rs .  2 1 , 396  / -  i n 1 987 , l o s s  o f  

Rs .  2 2 , 4 1 6 / -  i n 1988  due  t o  s h o r t a g e  o f  E l e c t r i c i t y .

The f o l l o w i n g  s t a f f  i s  w o r k i n g  in S o c i e t y  as  

w e l l  as in C o l d  S t o r a g e .

M a r k e t i n g  S t a f f  C o l d  S t o r a g e  S t a f f

1.  S e c r e t a r y  1 1 .  M a n a g e r  1

2 .  V i c e - S e c r e t a r y  1 2 .  Godown K e e p e r  1

3 .  S a l e s ma n  4 3 .  A c c o u n t a n t  1

4 .  Peon 1 4 .  O p e r a t o r  3

7 P e r s o n s  6 p e r s o n s

n a g l i  K i t h o r e  C o l d  S t o r a g e  c o n s t r u c t e d  w i t h  t he

h e l p  o f  Wo I r d  Bank  Loan o f  Rs .  44 , 00 , 000  / - .  The S o c i e t y

w i l l  n o t  c h a r g e  f r o m k 2 5 f  to' '̂ 3 5 V / Q t l s .  S t o r a g e  c h a r g e s

f r o m g r o w e r s  u p t o  1 9 9 3 .  A c c o r d i n g  t o  t h e  a g r e e m e n t  w i t h

t h e  NCDC,  t h e  S o c i e t y  i s  a l s o  p r o v i d i n g  a p l e d g e  l o a n

t o  t h e  f a r m e r s .  L a s t  y e a r  t h e y  h a v e  f i n a n c e d  Rs .  3 500 , OOi^/ -

At  i n i t i a l  s t a g e .  M a r k e t i n g  S o c i e t y  v / i l l  w o r k

on b e h a l f  o f  p o t a t o  g r o w e r  f a r m e r s  C o o p e r t i v e  S o c i e t y .  

When a l l  t h e  f o r m a l i t i e s  w i l l  be c o m p l e t e d  t h e n  S o c i e t y

w i l l  w o r k  I n d e p e n d e n t l y .  I t  w i l l  r e g i s t e r  400  member s

and w o r k  in 30 v i l l a g e s  w i t h i n  t l i e  r a d i u s  of  5 km.  f r o m  

Nagl  i - K i t h o r e .

The S o c i e t y  w i l l  p u r c h a s e  1 0 00 s q .  y a r d s  o f  l a n d  

f r o m M a r k e t i n g  S o c i e t y  a t  Nagl  i - K i t h o r e  w h e r e  t h e  C o l d  

S t o r a g e  i s  s i t u a t e d .



S o c i e t y  w i l l  c o n s t r u c t  t h e i r  o f f i c e  b u i l d i n g  

on t h e  l a n d  p u r c h a s e d  a t  Nag 1 i - K i t h o r e .

The S o c i e t y  w i l l  s u p p l y  i n p u t s  l i k e  s e e d ,  f e r t i l i 

z e r s  and p e s t i c i d e s  e t c .

S o c i e t y  w i l l  p u r c h a s e  a l l  p r o d u c e  o f  f a r m e r  g r o w e r s  

and 4 000  MT w i l l  be s t o r e d  in C o l d  S t o r a g e ,  r e s t  

w i l l  be d i s p o s e d  o f f  in t h e  l o c a l  m a r k e t  as w e l l  

as Up c o u n t r y  m a r k e t .

S o c i e t y  w i l l  ha ve  c o n t a c t s  w i t h  p r o c e s s i n g  u n i t s  

o f p o t a t o s u p p l i e s .

The S o c i e t y  w i l l  a l s o  p u r c h a s e  one T e m p o / M a t a d o r  

Van f o r  i n p u t  s u p p l i e s  as w e l l  as f o r  m a r k e t i n g  

p u r p o s e s .

The S o c i e t y  w i l l  go in a g r e e m e n t  w i t h  NAfED f o r  

e x p o r t  p u r p o s e  and i n t e r n a t i o n a l  t r a d e  p u r p o s e .

S o c i e t y  w i l l  do b u s i n e s s  w o r t h  8 0 0 0  MT o f  p o t a t o  

f o r  f i r s t  5 y e a r s  and t h e n  i n c r e a s e  t h e i r  b u s i n e s s  

u p t o  2 0 , 0 0 0  M T / Y e a r ,  b e c a u s e  t he  S o c i e t y  is a l s o  

t r y i n g  t o  i n c r e a s e  i t s  C o l d  S t o r a g e  c a p a c i t y  

f r o m 4000  MT t o 9 000  M T . P r o p o s a l  and R e p o r t  

has a l s o  been s u b m i t t e d  t o  NCDC,  New D e l h i .

The S o c i e t y  w i l l  i n c r e a s e  i t s  m e m b e r s h i p  f r o m  

400 t o  1 00 0 and a l s o  w i l l  i n c r e a s e  t h e i r  a r e a  

o f  o p e r a t i o n  f r o m 5 km.  t o  10 km.

in f u t u r e  t h e  S o c i e t y  can a l s o  go f o r  t h e i r  own 

p r o c e s s i n g  p l a n t  by w h i c h  v a l u e  a d d i t i o n  may 

be g i v e n  t o  f a r m e r  g r o w e r s .

The S o c i e t y  w i l l  d i s t r i b u t e  d i v i d e n d / p a t r o n a g e  

r e b a t e  t o  t h e i r  members e v e r y  y e a r  d e p e n d i n g  

on t h e  p r o f i t a b i l i t y .



1.  H i g h  y i e l d  v a r i e t y  s e e d  i s  n o t  a v a i l a b l e  a t  t h e  

t i m e  o f  s o w i n g  o r  i t  a l w a y s  s h o r t .  M o s t l y  f a r m e r s  

has  t o  d e p e n d  on l o c a l  v a r i e t i e s ,  a v a i a l b l e  i n  

t h e  a r e a .

2 .  L a c k  o f  a w a r e n e s s  a b o u t  t h e  use  o f  s c i e n t i f i c  

p r e  and p o s t  h a r v e s t  and h a n d l i n g  p r a c t i c e s .

3 .  L a c k  o f  a d e q u a t e  s c i e n t i f i c  C o l d  S t o r a g e  f a c i l i t i e s

in C o o p e r a t i v e  S e c t o r ,  P r i v a t e  C o l d  S t o r a g e  ov/ ners  

c h a r g e s  h i g h  r a t e s  and do n o t  e v e n  b e a r  l o s s e s

d u r i n g  s t o r a g e  p e r i o d .

4 .  L a c k  o f  m a r k e t i n g  f a c i l i t i e s  p r o v i d e d  by t h e  

C o o p e r a t  i v e s .

5 .  E x c e s s i v e  l o s s e s  and damages  o f  p o t a t o  d u r i n g  

s t o r a g e  and t r a n s p o r t a t i o n .

6 .  T h e r e  i s  no p r o c e s s i n g  and v a l u e  a d d i n g  f a c i l i t i e s

so t h a t  r e m u n e r a t i v e  p r i c e s  i s  n o t  r e c e i v e d  by

t h e  g r o w e r s .

7 .  I n c r e a s e  m a r g i n  o f  p r i v a t e  t r a d e  i n p o t a t o  m a r k e -  

t i n g  and c o n s e q u e n t  p o o r  r e t u r n  t o  t h e  f a r m e r s .

COST OF PRODUCTI ON AND NET I NCOME/ AREA

On t h e  b a s i s  o f  t h e  D a t a  c o l l e c t e d  a f t e r  d i s c u s s i o n

w i t h  f a r m e r s  a t  N a g l i - K i t h o r e ,  M e e r u t  D i s t r i c t ,  t h e  c o s t

o f  c u l t i v a t i o n  and n e t  i ncome g e n e r a t e d  t h r o u g h  S o c i e t y

i s  s u m m a r i s e d  as u n d e r : -

PROBLEMS FACED BY THE FARMERS IN MEERUT D I S T R I C T



s . No.  OPERATI ON COST OF CULT I VAT I ON/ ACRE

1. Land Rc, 'nt Rs . 4 0 0 . 0 0

2 . Land  P r e p a r a  t i on Rs . 4 0 0 . 0 0

3 . Seed Rs . 1 , 4 0 0 . 0 0

n . F e r  t i 1 i z e r s Rs . 1 , 2 0 0 . 0 0

5 . I r r i g a t i o n Rs . 3 6 0 . 0 0

6 . Sowi  ng Rs . 3 9 0 . 0 0

7 . P l a n t  P r o t e c t  i on Rs . 4 0 0 . 0 0

8 . H a r v e s t  i nf ) .  G r a d i n g ,  P n r k i n g Rs . G 0.  () 0

I I

and We i gli i I)cj

O t h e r  o v e r - h e a d  e x p e n s e s  
& S u p e r v i s i o n  e x p e n s e s

TOTAL COST OF C U L T I V A T I O N

A v e r a g e  p r o d u c t i o n / A c r e  

C o s t  o f  P r o d u c t i o n / A c r e

Rs . 2 5 0 . 0 0

Rs . 5 , U 5 0 . G 0 / A c r <

1 00 / A c r eA

Rs .
/

50 / Ac r (

T o t a l  c o s t  o f  p r o d u c t i o n  comes  

w h i c h  i s  f l u c t u a t i v e  t i m e  t o  t i m e  

t h e  c o s t  o f  f e r t i l i z e r  and s e e d s .

t o  R s . 5 4 . 5 0 / A c r e s  

m a i n l y  d e p e n d s  upon

ways  

1 .

2 .

3 .

Ne t  i ncome f r o m p r o d u c e  can be c o m p a i r e d  in 3

When f a r m e r  p r o d u c e ,  t h e y  s e l l  d i r e c t l y  in l o c a l  

m a r k e t  w i t h o u t  s t o r i n g  in C o l d  S t o r a g e .

When t h e  f a r m e r s  s e l l  t h e i r  p r o d u c e  t h r o u g h  C o o p e r 

a t i v e  S o c i e t i e s  a f t e r  s t o r a g e  in l o c a l  m a r k e t  

a t M e e r u  t .

When t h e  f a r m e r s  s e l l  t h e i r  pr oct uce t h r o u g h  C o o p e 

r a t i v e  S o c i e t y  a f t e r  s t o r a g e  in t h e  u p - c o u n t r y  

m a r k e t  i . e .  D e l h i ,  C n 1 r ii t t n o t c , t V.i ’o '• y  )
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I. SALES IN LOCAL MARKET^ MEERUT WITHOUT STORING IN COLD STORAGE

S . N o .  OPERATION

1 .

2 . 
J .

T r a n s p o r t a t i o n  c h a r g e s  

f r o m Farms t o  Mandi

EXPENSES INCURRED BY GROWERS

Rs.  3 / - 0 t l s

O c t r o i

Ui i l oad i i H j  ( L d b o u i )  c l ui r i j os

TOTAL EXPENSES

A v e r a g e  R a t e s / Q t l s  in t h e  m a r k e t  = 

NET PROFI T / QTLS

Rs . 1 / - q  t I s  

U;. . <1 (I/<J I I ■.

Rs .  « I . 5 0 / Q t l s

R s . 6 5 / - q  t I s

I I

= TOTAL COST -  (EXPENSES INCURRED

I N MARKET+

COST OF CUL T I VAT I ON)

65 ( 5 4 . 5 0  + 4 . 5 0 )  = 6 5 - 5 9  

= Rs .  6 / -  Q t l s .

SALES THROUGH SOCI ETY I N UP-COUNTRY MARKET AFTER 

STORI NG I N COLD STORAGE

S . N o .  OPERATION

1 . T r a n s p o r t a t i o n  f r o m  

Far m t o  C o l d  S t o r a g e

2 .  G u n n i e s  c o s t

3 .  S t o r a g e  Co s t  

M .

5 .

6 .
7 .

8 .

EXPENSES INCURRED BY THE GROWERS 

Rs .  1 / -  q t l s .

Rs .  6 / -

T r a n s p o r t a t i o n  c h a r g e s  

f r o m M e e r u t  t o  D e l h i

O c t r o i  c h a r g e s  R s . 1 / -  Q t l s .

M a r k e t  E x p e n s e s ( u n I o a d i n g ) Rs .  0 . 5 0 / q t l s

O t h e r  e x p e n s e s  R s . W -  Q t l s

Rs .  2 7 / -  Q t l s  S  U  

Rs . 7 / -  q t l s

Rs . 5 0 / Q t  I s



T o t a l  E x p e n s e  r. / q t l s

A v e r a g e  p r e v a i l i n g  r a t e s / Q t i s  R s . 1 6 5 / -  q t l s .

Ne t  p r o f i t / Q t l s  R s . 1 6 5 / - { 4 3 . 5 0  + 54 . 5 )

Rs .  165 -  

Rs .  67 ^ / -  Q t l s

I I I .  SALES THROUGH SOCI ETY I N LOCAL MARKET

S . No.  OP E R A r i O N EXPENSES INCURKED BY CROIVER

1 .  T r a n s p o r t a t i o n  c h a r g e s  

f r o m  F a r m t o  C o l d  S t o r a g e

2 .  G u n n i e s  c h a r g e s

3 . Co I d  S t o r a g e

4 .  T r a n s p o r t a t i o n  c h a r g e s  f r o m

C o l d  S t o r a g e  t o  Ma n d i

5 .  M a r k e t  E x p e n s e s  and  O c t r o i

6 .  M i s c e l l a n e o u s  e x p e n s e s

TOTAL EXPENSES/ QTLS

7 . A v e r a g e  Cos t / Q t 1s

( S e l l i n g  R a t e )

Ne t  p r o f  i t / Q t I s

Rs . W -  Q t l s

Rs . 6 / -  q t l s .

Rs .  2 7 1 -

Rs . 3 / -  Q t l s

Rs . 1 . 5 0  / q t l s .

Rs . 1 /- Q t l s

R s .  3 9 . 5 0 / Q t l s

R s .  1 5 0 / -

Rs . 1 50 / -  ( 3 9  . 50 + 5 4 . 5 )  

Rs .  5 6 / -  q t l s

COMPARATI VE CHART OF SURPLUS GENERATED

S . N o .  OPERATI ON DI RECT SALES SALES THROUGH SALES THRG
THROUGH FARM 
LOCAL MARKET

THROUGH THE 
SOCI ETY IN

SOCI ETY IN 
UPCOUNTRY

LOCAL MARKET MARKET

1 .

2 .

3 .

Ne t  P r i c e  p a i d  
t o  t h e  f a r m e r s / / '  
Hec t .

N e t  p r i c e  pa i d 
t o  t h e  f a r m e r s  I 
i i ec t /

Rs .  6 / -

Rs . 1 50 0 / -

S u r p l u s  g e n e r a t e d /  
H e c t .

Rs .  5 6 / -

R s .  1 400a/ -

R s . 1 2 5 0 0 / -

NOTB:_.

Rs .  6 7 / -

Rs .

Rs.jriSO/-



J U S T I F I C A T I O N  OF THE PROJECT

The s t e a d y  and r a p i d  i n c r e a s e  i rl p r o d u c t i o n  o f  

p o t a t o  in I n d i a  has c r e a t e d  numer ous m a r k e t i n g  p r o b l e m s  

owi ng  t o  t h e  s i t u a t i o n  t h a t  t h e  i n f r a s t r u c t u r e  l i k e ,  

t r a n s p o r t ,  s t o r a g e ,  p r o c e s s i n g  e t c .  r e q u i r e d  f o r  t a k i n g  

c a r e  o f  s u r p l u s  has not  c o r r e s p o n d i n g l y  d e v e l o p e d  in 

t h e  c o u n t r y .  The p r o b l e m  o f  s t o r a g e  i s  mor e  a c t i v e  wh e r e  

as on t h e  one h a n d ,  f a r m e r s  i n a b i l i t y  t o  r e t a i n  t h e  

s t o c k  t o s e l l  a t  an o p p u r t u n e  t i me  i s b e i n g  e x p l o i t e d  

by t i i e t r a d i t i o n a l  t r a d e ,  on t i i e o t i i e r  h a n d ,  t he  c onsumer s  

a r e  . no t  a b l e  t o  g e t  t h e  c o mmo d i t y  a t  f a i r  p r i c e .  In 

o r d e r  t o  t i d e  o v e r  t h i s  u n p l e a s a n t  s i t u a t i o n ,  t h e  c o o p e 

r a t i v e s  had t o  e n t e r  and i n c r e a s e  t h e i r  s u p p o r t  in p o t a t o  

m a r k e t i n g  in b i g  way .

( ! )  FARM GUI DANCE:

The m a j o r i t y  o f  t h e  p o t a t o  gr ov / er s  s t i l l  a d o p t

age  o l d  p a t t e r n  and p r a c t i c e s  o f  p r o d u c t i o n  w h i c h  r e s u l t s  

in l ow y i e l d .  The S o c i e t y  w i l l  p r o v i d e  a l l  l a t e s t  t e c h 

n i c a l  know how o f  p r o d u c t i o n  as w e l l  as f a r m i n p u t s

w h i c h  v;i I I i n c r e a s e  t h e  p r o d u c t i o n  by i c ' d .

COLd.
( M / )  STORAGE

P o t a t o  b e i n g  a p e r i s h a b l e  c o mmo d i t y  has to make

u t i l i s a t i o n  o f  C o l d  S t o r a g e .  The t o t a l  p r o d u c t i o n  o f  

p o t a t o  in M e e r u t  D i s t r i c t  i s a b o u t  1 , 9 0 , 0 0 0  M T . and  

a b o u t  5 0 , 0 0 0  MT comes f r o m n e a r b y  d i s t r i c t s  i . e .  a t o t a l  

o f  2 , 4 0 , 0 0 0  MT comes f o r  s t o r a g e  as w e l l  as s a l e .  T h e r e  

i s  1 , 0 8 , 0 0 0  MT s t o r a g e  c a p a c i t y  w h i c h  i n c l u d e s  p r i v a t e  

s t o r a g e  a l s o .  T h i s  i s n e a r l y  45% o f  t h e  t o t a l  s t o r a g e

f a c i l i t y  a v a i l a b l e .  The f a r m e r  g r o w e r s  do not  g e t  space  

f o r  l ong t i m e  so l o t  o f  t h e i r  p r o d u c e  i s l o s t  by p e r i s h 

i n g .  They  a r e  so p o o r  t h a t  t h e y  a r e  u n a b l e  t o t a k e  space



a t  p r i v a t e  S t o r a g e .  T h e r e  i s o n l y  l̂OOO MT c a p a c i t y  o f  

s t o r a g e  a t  p r e s e n t .  The S o c i e t y ,  w h i c h  t h e  S o c i e t y  has  

a l r e a d y  moved a f t e r  f o r  e x t e n s i o n  o f  t h i s  c a p a c i t y  by  

a n o t h e r  5 000 MT when t h i s  m a t e r i a l i s e s  t h e  s t o r i n g  o f  

good q u a l i t y  can be d o n e .  T h i s  w i l l  f a c i l i t a t e  t h e  b o r r o 

w i n g  s t r e n g t h  o f  t h e  g r o w e r ,  w h i c h  w i l l  f u r t h e r  h e l p  

t hem i n i m p r o v i n g  t h e  m a r g i n  o f  p r o f i t  by 10% a t  l e a s t .

( i i i ) MARKETI NG:

E x i s t i n g  M a r k e t i n g  S y s t e m  P l a n : -

At  p r e s e n t  t l i e m a r k e t i n g  s y s t e m  i s  v e r y  s h a b b y .  

T h e r e  a r e  two s e a s o n s  f o r  p o t a t o  m a r k e t i n g .  The  p o t a t o  

w h i c h  i s  h a r v e s t e d  d u r i n g  De c e mb e r  t o  M a r c h ,  i s  m a r k e t e d  

by i n d i v i d u a l  f a r m e r  t h r o u g h  p r i v a t e  c o n t r a c t o r s ,  t h i s  

c o v e r s  g l u t  in t h e  m a r k e t  and c o n s e q u e n t l y  t h e  pr i ces

a r e  l ow.  T h e s e  c o n t r a c t o r s  p a y  t h e  c o n t r a c t e d  amount

m o s t l y  in two o r  t h r e e  i n s t a l m e n t s .  25% t o  30% o f  p a y me n t  

i s  made w h i l e  t he  c o n t r a c t  i s  made and r e m a i n i n g  a t  

t h e  t i m e  when t h e  p o t a t o  i s  s o l d  in t h e  w h o l e  s a l e  m a r k e t .  

As t h e  f a r m e r s  a r e  g e n e r a l l y  u n a w a r e  o f  t h e  a c t u a l  v a l u e  

o f  t h e i r  p r o d u c e  and r a t e s  p r e v a i l i n g  i n d i f f e r e n t  m a r k e t s  

o f  t h e  c o u n t r y .  Thus  t h e i r  i g n o r a n c e  on m a r k e t  t r e n d  

b r i n g  l o s s  r e t u r n s .  F u r t h e r ,  t h e s e  f a r m e r  do n o t  wa n t  

t o  i n c u r  h a r v e s t i n g  and t r a n s p o r t a t i o n  c o s t  by t a k i n g  

r i s k .  T h e y  g e t  s a t i s f i e d  by g i v e n  t o  t h e  c o n t r a c t o r

e v e n  i f  t h e y  f e t c h  l o w e r  p r i c e .  T h e s e  c o n t r a c t o r s  h a v e  

l i n k s  w i t h  w h o l e  s a l e  a g e n t s  i n t h e  u p - c o u n t r y  m a r k e t s  

as w e l l  as l o c a l  m a r k e t s .  They  a c t  as m i d d l e  men b e t w e e n  

g r o w e r s  and w h o l e  s a l e  A g e n t .  I f  t h i s  p o t a t o  g r o w e r s

S o c i e t y  i s  f o r me d  w i l l  h e l p  t h e  g r o w e r  in t h e i r  s a l e  

r e t u r n .  The S o c i e t y  can t a k e  up t h e  m a r k e t i n g  and s t o r a g e

p r o b l e m s  o f  t h e i r  member  g r o w e r s  and t h u s  h e l p  in y i e l d i n g

h i g h e r  r e t u r n s  f o r  t h e i r  p r o d u c e .  T h u s ,  t h e  S o c i e t y

w i l l  a l s o  h e l p  in r e s t r i c t i n cj t h e  rno n o I o y o f  r i v a t e

c o n t r a c t o r s  in t h i s  t r a d e .



As you a r e  a w a r e  t h a t  t h e  m a r k e t i n g  S o c i e t y  a t

p r e s e n t  i s h a v i n g  o n l y  UOOO MT o f  c a p a c i t y  f o r  Col -Jd'

S t o r a g e ,  t h e y  h a v e  a l r e a d y  a p p l i e d  f o r  e x p a n s i o n  by  

a n o t h e r  5 0 0 0 ' M T  p r o j e c t  p l a n  t o  NCDC.  I f  t h i s  m a t e r i a l i s e s ,  

t h e n  t h e y  can h a v e  mo r e  s t o r a g e  f a c i l i t y  as w e l l  as  

f a r m e r  member g r o w e r s .  At  t h i s  s t a g e  t h e y  w i l l  h a v e

o n l y  ^00  f a r m e r  g r o w e r  as member s  and can d e a l  w i t h  

^9®00iVlT o f  p o t a t o e s .  Once t h e  e x p a n s i o n  p l a n  g e t s  a p p r o v e d  

t hen  t h e  S o c i e t y  can i n c r e a s e  i t s  m e m b e r s h i p  o f  f a r m e r s .

As w e l l  t h e y  can i n c r e a s e  u p t o  2 0 , 0 0 0

MT o f  p o t a t o  h a n d l i n g .  T h e y  can s t o r e  u p t o  yOOO MT and  

a b o u t  4 0 0 0  MT f o r  m a r k e t i n g  and t h e  r e m a i n i n g  t h e y  

can go f o r  p r o c e s s i n g .  The  p r o c e s s e d  p o t a t o  m a r k e t i n g  

r a i s e s  t h e  l e v e l  o f  i ncome and a l s o  i n c r e a s e  r a t e  o f  

e mp l o y me n t  to t h e  p e o p l e  o f  t h e  a r e a ,  i t  i s  t h e r e f o r e ,  

i n t h e  p l a n  o f  t h e  S o c i e t y  t o  h a v e  a p r o c e s s i n g  u n i t  

i n t h e  n e a r  f u t u r e .

FUTURE PLAN:
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CHAPTER- 111 

P R O J E C T
OBJECTIVE OF THE PROJECT;

1.  To increase the Income of Potato grovers  members of 

the Society.

2.  To p rov ide  a strong and a sound a l te rn a t iv e  market channel 

for potato grovers members produce.

3. To improve the p ro d u c t iv i t y  of Potato by prov id ing  best  

Technical  knowledge regarding Plant protection ,  disease  

control and organic pract ices and reduce wastage.

4.  To p rov ide  be t te r  qua l i ty  of Se^s to the member grovers  

of the socie ty .

5.  To p rov ide  F e r t i l i s e r  and pest ic ide  to the member grovers  

of the socie ty .

6.  To enable the grovers to reta in the stocks of Potato 

produce and sel l  at optimum time so as to get the remune

r a t iv e  p r ice  of the produce.

7 .  To induce the coop, s p i r i t  and act ive  par t ic ip a t io n  of 

members farmers in exis t ing society to develop local 

l ead ersh ip .

8.  T imely  procurement of Potato from the member grovers  

on mimimum guarantee p e r io d .

9. To coordinate wi th  National Organisations l i k e  NAFED 

regarding Market ing as well  as expor t  of the produce.

10. To coordinate w i th  KRIBHCO, National organisation re g ard 

ing inputs supply as well as technical  know how?

11. To create sc ient i f ic  storage fa c i l i t i e s  in order  to minimize  

storage losses at least by 10%.

12. To p ro v id e  processing f a c i l i t i e s  fo r  value add i t ion .

13. To increase job opportunit ies of the farmer  members.
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2. COVERAGE AND AREA OF OPERATION:

1. The p ro jec t  wi l l  cover *<00 Farmer members of potato

grovers  cooperative socie ty ,  Nogli K i th o re ,  D is t t .  Meerut.  

The farmers members of 30 v i l lages  located w i th in  5

kms. in radius of KITHORE v i l l a e .  The pro jec t  wi l l  be 

re s t r ic te d  only to the area of  operat ion of  Potato grovers  

Cooperative Society which is 30 kms. away from Meerut

to Moradabad Road.

PROJECT COMPONENTS; (Annexure - I I I  1)

1. Extension Services;

Society w i l l  get the assistance fo r  extension programme from 

KRIBHCO, a National level organisation.  With the he lp  of 

KRIBHCO a compact scheme wi l l  be chalked out on the basis 

of educational communication, serv ice  or iented and welfare  

programmes for the dcvelopinent of fa rmer  as wel l  as the

society as a whole.

Supplies of Inputs (Annexure I I I  2)

2.  Seed and f e r t i l i s e r  are  the main input for  Potato c u l t iva t io n .

Input supplies  and c r e d i t  f a c i l i t y  to the farmers shal l  be 

undertaken by the socie ty ,  in association w i th  the d i s t r i c t  

cooperative  Bank, Meerut ,  good q u a l i t y  of Potato seeds wi l l  

also be suppl ied to farmers chemical  f e r t i l i s e r s  and pest ic ides  

of high qu a l i ty  wi l l  be procured from KRIBHCO and suppl ied  

to Farmers at the t ime of sowing on c r e d i t  basis .

3. Procurement of Stocks:

Potato wi l l  be procured from the members of the society  

at  remunerative p r ic e ,  which wi l l  be f i x e d  before procurement  

keeping in v iew  the p reva i l in g  rates at the market by the  

committee.

4. Cold Storage:

The society wi l l  store t h e i r  purchases in the Cold Storage 

of the marketing socie ty .  The capac i ty  of  the cold storage 

is 4000 MT. The potato growers society wi l l  have an agree-



ment w i th  Marketing  Society for 10 years  fo r  h i r in g  of the

storage.  During the vacant per iod  the space wi l l  be u t i l i s e d  

fo r  Mango as well  as vegetab le  storage.

5. Marketing of the Produce:

Marketing of Potatoes wi l l  be done w i th  the h e lp  of  NAFED 

fo r  e x p o r t  as well  as up-country  marketing  in Bombay, Delhi  

and Calcutta e tc .  NAFED is a National  level  marketing organ i 

sation in coopera t ive  sector ,  wh ich  is having i ts marketing

off ices in Bombay, Delhi  and Ca lcut ta .  Local marketing  wi l l  

wi l l  be done in Meerut m a rke t .  I f  the m arket  r is e  in o ther  

parts  of the country we can go fo r  marketing  through p r i v a t e  

t ra d e rs  a lso.

6. T ra n s p o r ta t io n :

When the pr ices  increase in the upcountry the Transportat ion

of stocks wi l l  be done by society i t s e l f  by  road under s t r i c t  

supervis ion i . e .  for  Delhi  e tc .  But fo r ’ Calcut ta  and Bombay 

market  t ransporta t ion  can also be done by the Ra i l .

7. Payments:

The f i r s t  payment wi l l  be done at  the t ime of procurement  

of potatoes to the growers ,  80% of the total  p r i c e  wi l l  be 

advanced at the spot .  The second and f ina l  payment wi l l

be made a f te r  disposal  of e n t i re  s tock.  Society wi l l  work  

out p r o f i t  and loss of e n t i re  opera t ion .  I f  p r o f i t  comes the  

d is t r ib u t io n  of  2nd payment wi l l  be re leased to the member  

growers according to the procurement of t h e i r  produce.

8. Patronage rebate:

When the ent i re  operat ion is completed the soc ie ty  wi l l  

re lease  the second payment to the growers on the basis  

of p ro f i ts  earned by  i t  in p r o f i t a b le  disposal  of the produce.  

The society wi l l  also create  a p r i c e  f luctuation fund which  

wi l l  absorb losses i f  any in the e n t i re  operat io n .



9. Generating h ig h e r  income:

Generating h ig h e r  income depend on fo l lowing f a c t o r : -

(a )  By es tab l ish ing  d i r e c t  l inkage or adopting la tes t technology  

of pre  and post h a rv e s t  of  c u l t iva t io n  < to increae the  

p r o d u c t iv i t y  of  Potato.

( b )  Higher value  rea l isa t ion  in upcountry m arke t  by sel l ing  

stocks at  demand centres in lean season-

(c )  Reduction of  t ransporta t ion  losses at  least 3 to 5% by  

b e t te r  coordination w i th  r a i lw a y s  and close superv is ion  

w h i le  transport ing  by road wi l l  be maintained.

( d )  Reducing the storage losses at least  by 10% and conse

quent ly  h ighe r  re a l isa t io n  of the  q u a l i t y  of Potato handled  .

(e )  E lementary  m idd le  man can be avo ided  by reaching the  

ul t imate  consumer d i r e c t l y .
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DETAILS OF OPERATION:

4.1 FARM GUIDELINES (Extension S ervices):

The p ro jec t  invisage increassing the p r o d u c t i v i t y  and value  

of fa rmers  produce by storing i t  under s c ie n t i f ic  condit ions  

in model storages,  through the serv ices  of a g r icu l tu ra l  s u p er 

v is o r s .  The Potato growers wi l l  be educated by implementation  

and extension a c t i v i t i e s  based on educational /Communicational  

programms, serv ices  or iented programmes, v/elfare programms.  

Which creates awareness among the potent ia l  fa rmer  members 

regarding the fo l lo w in g : -

1. Use of sc ie n t i f ic  and modern techniques of storage method.

2.  Use of techniques of a g r ic u l tu ra l  p ract ices  for increasing  

the p r o d u c t i v i t y .

3. Proper  storage,  grading and packing according to s p e c i f i 

cat ion given for e x p o r t  purposes as v/ell as up country  

m a rk e t .

4.  Use of p lant  protection and soi l test ing measures and 

know how.  Agr icu l ture  sup erv is o r  wi l l  look a f te r  the  

extension work  because he wi l l  be from rura l  background.  

He wi l l  be incharge of 20 v i l l a g e s  in the command area  

where the main a c t iv i t i e s  wi l l  be taken up for  extension  

and education.

(A) Selection of  a t lea s t  one demonstrat ion p lo t  in each v i l l a g e  

for  use of p re  and post h a rv e s t  techniques.

(B) Sait<^will hold internal  meeting in the v i l l a ge  and d i s s i -  

minate information regarding  s c ie n t i f i c  p re  and post 

ha rve s t  technology.

( C } w 111 arrange free d is t r ib u t io n  of M in ik i t s  of seeds,  

l e r t i l i z r s  or pest ic ides  in associat ion wi t h KRIBHCO.

CHAPTER -  If
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f l o w  CHART OF OPERATION

Input supplies to the farmer member of the Society

1. F e r t i l i z e r s  from KRIBHCO

2. Seeds from State Farms and Covt .  Dept t .

3. Equipments
T O

O C -T O  .

Procurement of Produce by the Society

Transportat ion done by Growers h im se l f .
■jANoAKyTo

Grading, Packing, Weighment

1st payment to the growers Members.

Storage in

TO
lold Storage

Marketing

•30H£.ToS.£.PT6.fnil.£.̂.

Private Trade
( M e e r u t  o r  
1 oca 1 s a l e s )

NAFED NAFED

(Up c o u n t r y  s a l e s )  ( E x p o r t  p u r p o s e )

Payment to the Society

l ind & Final  payment to the growers



(D) With the association of KRIBHCO soil test ing,  plant

protection compaignes and seeding programme wi l l  be

organised.

(E ) With assocition of KRIBHCO & State Govt. Deptt .  welfare  

programme wi l l  be organised in v i l l a g e s .

(F )  Educational l i te ra tu re  wi l l  aisp be d is t r ib u t e d ,  crop

seminar Crop competit ion 7  study f i e ld  tours wi l l  also 

be organised w i th  the assistance of  KRIBHCO.

4 .2  SUPPLY OF INPUTS:

(A) SEEP;

Deptt .  of  agr icu l tu re  Covt.  of U ttar  Pradesh has reco

mmended Kufani v a r ie t y  of Potato to grow in Northern  

pla ins of  U .P .

1. E a r ly  V a r i e t y : Ku^ari Chandermukhi -  20 q t l s /

Sed/Hect.

2.  Late V a r i e t y : Ku||ari S indhur i ,  Kutari Culab-

20 Q t ls /Seed /H ec t .  re q u i re d .

High y ie ld ing  v a r i e t y  of  Potato seeds wi l l  

be pro v id ed  to the grower e v e ry  y e a r ,  for seed m u l t i 

p l icat ion potato seeds.  We req u i red  about 8000 q t l s .  

of seed for  cu l t ivat ion in 400 hectares of  land.  A H H E x^TOW

a) Society w i l l  d is t r ib u te  100 MT Chandermukhi Potato 

seed e v e ry  year  fo r  seeding programme under super 

v ision to the member fa rmers .

b)  High y ie ld ing  v a r ie t y  seed wi l l  be purchased from 

Pusa,State  farms as well  as from Manali seed growers  

cooperat ive society .

c) By which e ve ry  year  we can grow seed according  

to requirements of the members.

d )  At least one farmer  from e ve ry  v i l l a g e  wi l l  get
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high  y ie ld ing  v a r ie ty  seed and motivated to grow

seeds.

e) This  quant i ty  of seed wi l l  be purchased by the

society and again d is t r ib u te d  to the growers  

next y ea r . <
(B) F e r t i l i z e r s :

In association w i th  d i s t r i c t  cooperative  Bank and Prinn- 

a ry  agr icu l tu re  c re d i t  societ ies of the a rea ,  society

wi l l  arrange t im e ly  supply of f e r t i l i z e r s  to the members.  

They wi l l  get the f e r t i l i z e r s  from KRIBHCO. Potato 

growers farmers cooperat ive society can also get d i r e t c ly  

f e r t i l i z e r s  from KRIBHCO on c r e d i t  basis and that  

f e r t i l i z e r s  can be suppl ied to the members of the

socie ty .

4 .3  Procurement o f  Potatoes:

Society w i l l  procure potatoes from growers members at remu

nerat ive  p r ic e ,  which wi l l  be f ixed  before procurement.

Keeping in v iew  the p re va i l in g  rates at the m arket ,  the

pr ices wi l l  be decided by the managing committee according.

1. Farmers wi l l  br ing th e i r  produce at cold storage,  

where the stock wi l l  be weighed,  graded according 

to t h e i r  s ize ,  and good qu a l i ty  of potato,  wi l l  be 

kept  for storage in cold storage.  Sub standard qua l i ty  

wi l l  be sold in local market as well  as upcountry  

market l i k e  Delhi  & Bombay immediate ly .

2.  80% of the pr ice  wi l l  be paid in cash to the growers  

at the spot and rest  amount wi l l  be released at the  

t ime of f inal payment.

3. Transportat ion cost from t h e i r  f i e ld  to the cold storage,  

(col lect ion point) wi l l  be borne by the grower himsel f .

4. At the t ime of grading,  packing and weighment,  what  

e ve r  quanti ty  of unsaleable/damaged wi l l  be returned  

to the growers.



5. In case the procured stock fa l ls  short  according to 

cold storage capa c i ty ,  then,  the society has the r ig h t  

to purchase potatos from non-member also at the market  

preva i l in g  ra tes.

6.  For the stocks procured from non-members,  the f a c i l i 

t ies wi l l  not be p rov ided  as given to members and 

the payments wi l l  be released in ful l  at the spot.

Storage is going to p lay  anchor ro le  of the p ro je c t ,  coopera

t i v e  cold storage is having 1̂000 MT capaci ty  which potato 

grower farmers society have to f u l l f i l  at any cost. The

potato growers farmers cooperative society wi l l  go with

an agreement to the marketing society fo r  10 years for h i r ing  

of the storage.  Against the storage capac i ty  potato growers

farmers cooperative society has to pay the rent to the coope

r a t i v e  society as decided by the managing committee.  Al l  

other  expenses are  to be borne by the cold storage i ts e l f

i . e .  sa la r ies ,  maintenance expenses etc .  etc .

1. Th is  marketing cold storage is constructed in 1987-

88 w i th  the loan taken from World Bank amounting

to Rs. 4 4 , 0 0 , 0 0 0 / - .

2.  Market ing society has an agreement w i th  the World

Bank. The society wi l l  not c h a r g e s t o r a g e  charges

from the farmers for  25 to 35 q t l s .  upto 1993 i . e .  

for  5 years  (F iv e  years )  according to expendi ture .

3. Last year  i.i^. 1988-89 cold storage charges were Rs.

i m -  q t l s .  But the p r iv a te  cold storage charges were  

Rs. 2 7 / -  q t l s .  which is more than the cooperat ive

cold storage charges.

4.  In p r i v a te  cold storage,  they are  also not prov id ing

any f a c i l i t i e s  to the growers and also are  not giving  

any type of assistance for damages during the course

of storage per iod  of potatos.
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5. During the last  3 years  from 1987-88 and 1989 they  

have stored 2587 MT,  3891 MT and 4130 MT against 

the capacity  of 4000 MT of potatos.

6. Society has also submitted t h e i r  pro ject re p o r t  to 

MCDC for  expansion • the capaci ty  from 4000 MT to 9000 

MT of t h e i r  Cold Storages

MARKETING OF POTATOES 

FLOW CHART

COMMISSION AGENT

\/
OPEN

WHOLE

UCTION

SALER

F A R M E R S

N A F E D,
Export or Marketing^ 

Up Country

REGULATED MARKET

■'V

COOP
SOCIETY

OPEN AUCTION

WHOLE SALEIf
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4.5 MARKETING

A. To maintain stock and market intelligence:

^^000 M I  potato wi l l  be purchased from fa rm er  growers  

during the month of  January to M a rc h .  Out of  th is

ll^OOO M I ,  4000 MT of good q u a l i t y  wi l l  be stored in 

cold storage under s c ie n t i f ic  condit ion and wi t h  due 

care ,  P . ^ . F . G .  Society in associat ion w i th  NAFED wi l l  

co l lec t  d a i l y  m arket  in te l l igence regarding p r ic e  trends  

a t ,  D e lh i ,  Bombay, Calcutta as well  as at M eerut .

B. Disposal of Stocks:

The stocks wi l l  be re leased g ra d u a l ly  fo r  disposal

■depending on the m arke t  condit ion i t  wi l l  be done 

at  2 pa lces .

1. Local M a r k e t ,  Meerut (2 )  Upcountry M a rk e ts ,  Delhi  

and Calcutta.Q'^A •

1. Local M arket, Meerut:

At the t ime of procurement ,  grading wi l l  be doe,  w h i le  

doing so, 16% of stocks wi l l  be re ce ive d  belov/ and 

above the standard s iz e ,  good q u a l i t y  of potato wi l l  

be stored in cold storage fo r  up country marketing  

and e x p o r t  purpose and rest  more than 4000 MT of 

stocks wi l l  have to be d isposed of f  l o c a l l y ,  as wel l

as in the up country m arke ts ,  due to i ts p e r is h a b le  

nature .  I t  can not be stored for a longer p e r io d .  From 

kethore  col lect ion point ;upto Meerut Mandi t ransporta t ion  

charges by t ruck  is Rs.  3 0 0 / -  M T . A f te r  grading and

segeration small and over  size  potatos,  about 4000 

MT has to be sold in local as well  as up country  

m a rk e t .  There  are  some expenses which  are  to be 

borne by the farmers (Sealers)  as v/el I as by the 

purc hase r ,  which  are  as f o l l o ws : -



-519-

S,No.  Expenses Incurred  by  purchaser

1. 
2. 
3.

U.

5.

6.
7.

8.

9.

10 . 
U .

1 2 .
13.

Octroi

M arke t  fee

Weightment  
Charges

Loading & 
Unloading(Labour)

Brokerage

Commission 3%

Deduction in k ind  any

Other  E xp .

a) Sutli  & Sewing
b)  F i l l i ng
c )S tack in g
d)  Stenci l l ing

Incurred  by  fa rm er  

(S e l le rs )

Rs.  1 / - Q t l s .

1%
0 . 2 5 / - b a g  of  80 kg,  

0 . 5 0 / -  bag 91oading) 0 . 5 0 / -  pe r  bag 
(Unloading)

0 . 3 5 / q t l s .

Loading into 
Truck

0 . 3 5 / q t l s

Sales Tax  

Mode of payment

Per iod  of Payment  

Misc.  E xp .

Cash & C re d i t Cash

Cash

Potatoes being a p e r is h a b le  commodi ty,  i t  can not be stored  

in an o rd in a ry  way of storage,  i t  wi l l  s p o i le d .  I f  i t  is 

not stored in a s c ie n t i f ic  cold storage at  a p a r t i c u la r  tempe

ra tu re  for  a p a r t i c u la r  t im e .

The total  production of potatoes in Meerut d i s t r i c t  is 1 , 90 , 000  

MT and about 50,000 MT comes from near by d i s t r i c t s  for  

storage as well  as for  sales in local m a rke t ,  so total  a v a i l 

a b i l i t y  of  potatoes comes to 2 , 40 ,  000 M T / y e a r  but we are  

having only 1 ,08 ,0 00  MT storage f a c i l i t i e s  in M eerut .  In 

th is  way ,  we are  having only 45% storage c apac i ty  against  

total  produce and about 10% spo i led  during t ransporta t ion  

and storages p e r io d .  So fa r  rest  45% produce except sel l ing  

in local m a rke t ,  there  is no o ther  a l t c rn . i t iv e  i . e .  during
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the month of  December and February  a r r i v a ls  always more 

and market rates always low (Annexure 4 . 5 - l V  & V)  but

another side when the market rates are h igh ,  the supplies  

always less (Annexure ‘J . 5 - I I I ) ,  during the month of July 

to October.

The society wi l l  procure t h e i r  produce in the month of Jan.  

to March fo r  storages purposes and sel l  during the month 

of July to September,  when the pr ices  wi l l  be h igh .

Up-country Market;

The stock may be despatched to the up country demand

center l i k e  Delhi  and Bombay for disposal  through NAFEDD^ 
basis..
These are  main Mandies for Meerut Potatoes.  The deta i ls  

of expenses are  as fol lows at Delhi  M a r k e t : -

A.  NAFED CHARGES:

1. Service charges
2. Labour charges

i )  Unloading

i i )  Weighment

i i i )  St itching &
Sutli charges

Rs. 5%

Rs. 1 .25 /80  kg.  bag. 

Rs. 0 .6 0 / -b a g  

Rs. 0 .5 0 / -b a g  

Rs. 0 .1 5 / -b a g

Rs. 1 .2 5 / -b a g

3. F re ig h t

U. Octroi

5. Cartage

6. Bank charges

7.  Postage charges

Actual

Actual

Rs.  10/0 truck

Rs. 2 / -  thousand of Bank

d r a f t  wanted.

Rs. 6 . 5 0 / re g is t ry
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B . Agent Charges:

1. Serv ice  charges

2. Labour charges

3. F re ig h t

4. Octroi

5. Cartage

6. Bank charges

7. Postage

5 to 6%

1.50 to 2 / - b a g

Actual

Actual

Rs.  1 0 / -  Truck

Rs. 21-  one thousand

9 i f  d r a f t  r e q u i re d )

Rs.  6 . 50 r e g is t r y

M a rk e t  rates depends upon demand and supply  p r i n c ip a l ,  

when in the m arke t  s iu p p l ie s  more,  demand reduce which  

wi l l  e ffect  rates consequently rates reduce when suppl ies  

reduce,  demand more,  wi l l  e f fec t  rates consequently  

rates increased in Delhi  (Annexure 4 . 5 -  I & I I )  mandi 

during the month of  June to August 1989 i . i .  Rs.  1 3 5 / -

to 1 6 5 / -  q t l s .  instead of Rs.  7 0 / -  to Rs.  9 5 / -  q t l s .

from January to March and Rs.  1 3 0 / -  to Rs.  7 0 / -  q t l s .

from October to December in o ther  s ide when rates  

r ise  suppl ies  reduce i . e .  in the month of  June to August 

rates Rs.  1 6 5 / -  q t l s .  maximu7m as suppl ies  minimum

i . e .  19,570 MT to 25, 839 MT.

So we have to manage in such a way th a t  we should

sale our stocks in themonth of  June to August v/hen 

the rates maximum and procure when the rates is less

i . e .  from December to F e b r u a r y .  So in th is  way society  

wi l l  get  maximum p r o f i t e  and can score the ob je c t iv es  

of the socie ty .



TRANSPORTATION

There  are 2 ways for dispath ing the potatoes to the upcountry  

markets by rooad or by r a i l .  From Meerut to Delhi  Mandi 

dispatches by road is convenieent because the distance is 

near about 80 kms. only pnd i t can reach wih in t ime.  I f  

we despatches by Rai l to Delhi  Mandi ,  i t  wi l l  take more 

t ime and wastage wi l l  be more in comparison w i th  road d is 

patches becuse loading and unloading a c t iv i t i e s  wi th  increasse 

and a v a i l a b i l i t y  of wagons is also not c er ta in .  In season 

i t  V e r y  d i f f i c u l t  to get the wagons in t ime.
• j V ' ■

T h *  I. t r anspor ta t ion  charges by Road from M eerut /K i thore
''■i.....

cdllefctiofi point  to upcountry markets .

S .No.  From To Quantity Rates In Rs.

1 .
2 .
3 .

H.

Meerut

Meerut

Meerut

Kithore

Bombay

Delhi

Calcutta

Meerut

10 MT 

10 MT 

10 MT 

10 MT

6,200 . 00

700.00

6 ,400.00

300.00

OTHER EXPENSES

a) Octroi  charges for Delhi

Octroi  charges for Bombay

b) Loading into Truck  

Unloading from Truck

Rs.  0 . 3 0 / -  q t l s .  

Rs.  0 . 3 0 / - q t l s .  

Rs.  0 . 5 0 / -  bag 

Rs.  0 .50 /bag

S.No.  

1.

From

TRANSPORTATION CHARGES

To

Meerut Hawrah

Rates

Rs.  3 4 / -  - 1 9 / -  t i s . -  F a i r  

Rs. 0 3 / -  taxes

Rs. 3 7 . 1 9 / - q t l s ,

2. Meerut Bombay Rs.  34.19 Qt l s.  F a i r

Rs.  18.00 Taxes

Total Rs.  5 2 . 19 / - T I S ,



NOTE: Minimum capac i ty  of the wagon is 180 qntis  

Maximum capac i ty  of the wagon is 2450 q t l s .

Other  Expenses

Loading into the wagon Rs.  1 .0 0 / - b a g

Unloading from the t ruc k  Rs.  1 . 0 0 / - b a g

D irec t  loading from T r u c k -  Rs.  1 . 5 0 / -  bag into the

wagon.

NOTE: I f  the consignment is FOR basis than 5% e x t r a  fare 

wi l l  have to be p a id .

In Meerut t ruck  a v a i l a b i l i t y  is not a problem from up-  

country ,  s p e c ia l l y  fo r  Bombay and D e l h i .  For Delhi  m arket  

consignment reaches next day  morning (3 h r s .  t ime on ly)  

and wi l l  be sold by the same day but fo r  Bombay i t  wi l l

take 3rd  to Uth day  fo r  reaching the consignment and i f

we despatch by Rail  than,  i t  wi l l  take near about 7 to

15 days t ime to reach Bombay, in th is  pe r io d  the q u a l i t y

can be d e te r io ra te d  or s p o i le d .  So Road Transportat io n  is 

b e t te r  w i th  regards to t ime but cost ly  than Rai l  t r a n s p o r -  

tationC Hue to p e r is h a b le  nature ,  We cannot hold for a longWaoiL
t im e . t U e  eWUSa to sel l  as e a r ly  as po s s ib le .

4 .7  RELEASE OF SECOND PAYMENTS

A fte r  disposal  of e n t i re  stock OOOOO MT) of  Potatoes,  wi l l  

work out i ts p r i f i t  and losses of  en t i re  operat io n ,  in case 

of p ro f i ts  the d is t r ib u t io n  of surplus wi l l  be as under:

1. P r ice  s tab l iza t ion  fu n d /R is k  fund 50%

2. Patronage rebate /second payment 50%

Total  100%

In case of losses,  the amount wi l l  be de b i te d  to the  

p r ic e  s ta b i l i z a t io n  fu n d s / r i s k  fund.
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CHAPTER- V

ORCANISATIOM AND MANAGEMENT:

Though Marketing Society 'KESARGANJ', Meerut would act as promoter  

in the in i t ia l  stages, a Potato Growers Farmers  Coopera t ive  Society  

is proposed to be formed to take over  control  of the p r o je c t .  The  

society  wi l l  procure re q u i re d  quant i ty  of  Potatoes from grower members  

at  remunerat ive  p r i c e s .  The m a r k e t a b le  stock of Potatoes wi l l  be 

stored in cold storage of  marketing soc ie ty .  Potato growers society  

wi l l  go in agreement w i th  marketing society  fo r  h i r in g  the 4000 MT 

capac i ty  cold storage for 10 years  at leas t .  I t  wi l l  e s tab l is h  backv/ard  

l inkage through farm extension serv ices  and f a c i l i t i e s  of seeds,  f e r t i 

l i se rs  w i th  the  he lp  of KRIBHCO. Transporta t io n  of  produce of the  

members wi l l  also be taken up.  The society  wi l l  es ta b l is h  hor izonta l  

l inkages w i th  NAFED and other  inst i tut ions  fo r  Export ing  avenues  

of market ing i ts produce fo r  e f f i c ie n t  operat ion of the p r o je c t .

The society  would employ p ro fe ss iona l ly  s k i l l e d  and exper ienced  

managerial  and technical  personnels at var ious  le v e ls ,  depending  

upon the organisational  requirements .

An e lected body of the Society w i th  i ts Chairman would look a f te r  

the  management of  the soc ie ty ,  w h i le  the Manager (who is pro fess iona l )  

would be author ised to look a f te r  the day to day management of 

the society  w i th  the consultat ions of  the Secre tary  of the soc ie ty .  

The est imate  of manpower re q u i re d  and t h e i r  sa la r ies  are  as f o l l o ws : -

Sala r ies  in R s . / p e r  month

1500 / -  

2 0 0 0 /-

1 . 
2 .
3.

4.

5.

6 . 
7.

Manager

Superv isor

Accountant

C le rk

Peon

D r i v e r

He lper

1
2

1
1
1

1

1

1000/-
6 0 0 / -

500 / -

8 0 0 / -

5 0 0 / -

TOTAL



^00 potential  farmers of the Area would be enrol led  as members 

to make the pro ject  v ia b le  and co l lec t  requ i red  quanti ty  of storage  

of good q u a l i t y  of potato for them.

The area of operat ion may be extended from 5 KM to 10 KM in radius  

of KITHORE in fu ture.

The Secretary is the c h ie f  execut ive of. the socie ty .  He'f* has to 

act according to the po l ic ies  la id  down by the board .  He is responsible  

fo r  al l  commercial as well  as transaction operations of the society .

POWERS AND RESPONSIBILITIES:

1. Secretary:

He wi l l  be o v e r - a l l  Incharge of  member s h ip  enrolment,  exten

sion a c t i v i t i e s ,  procurement,  storage,  construction, maintenance,  

m arket  inte l l igence,  disposal  of stocks,  finance and accounts 

of the socie ty .  He wi l l  be assisted by the manager of the 

society and also input supplies  wi l l  be under his charge.

2. Manager:

He wi l l  be incharge of  procurement of produce.  Input suppl ies .  

Seed Purchases,  Transportat ion and second payments to farmers  

members p ro f i t a b le  disposal  of potatoes and market in te l l igence.

3. (A) Supervisors: (Marketing)

He wi l l  be responsible for procurement of produce from fa rmers ,  

grading,  packing,  weighment, storage,  transporta t ion and m arke

ting in up-country  markets l i k e  D e lh i ,  Bombay etc .  He wi l l  

also look a f te r  the stocks at Cold Storage t ime to t ime,

(B) Supervisor: (Agriculture)

He wi l l  be responsib le  fo r  promotional  programme Input supplies  

and input procurement of f e r t i l i s e r s  from KRIBHCO as well  

as seeds from State Farms.  He wi l l  also arrange c re d i t  fa c i l i t i e s  

to farmers at the time of procurement when they come with  

the produce.



4. Accountant;

He wi l l  maintain records of a l l  t ransactions,  rece ip ts  and p a y 

ments. He wi l l  open separate  ledger fo r  each fa rm er  member  

and keep records fo r  second and f ina l  payment made.

ORGANIZATION AND MANAGEMENT CHART

Farmers Farmers Farmers Farmers

Farmer Groups

KESAR GANJ
MARKETING
SOCIETY

Farmer Groups

DELEGATES DELEGATES

N f

DELEGAES
EXECUTIVE
COMMITTEE De l e g a t e s

NAGLI KITHORE 
COOP.

Cold Storage

CHAIRMAN (Elected)

SECRETARY (State Coop. Deptt)

MAN ACER
(Potato Growers Farmers Coop. Society)

Superv isor  (M arke t in g ) Accountant
C le r k
Peon

D r i v e r
Helnpr

S u p e rv is o r (A g r ic u l tu re j



LINKAGES

N A F E D

* F e r t  i I  i z e r  s u p p i i  es
* P l a n t  P r o t e c  t i on
* E x t e n s i o n  S e r v i c e s
*  Farm  gu i d a n c e

Up country marketing  
D e lh i ,  Bombay etc.  
and Exports .

KRIBHCO
Potato Growers Farmers 

___________  Cooperative Society
Backward Horizontal
Linkage l inkage

State Farms or 
Coop. Deptt .

Potato Seeds 
Distr ibution

Procuriement 
Grade, Packing,  
Storage 
Disposal

Meerut D is t r ic t  
Coop. Bank

V i l lage  P r im a ry  
Coop. Soc ety

Village Farmers Group

Individual Farmers
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5. Clerk:

He will be responsible for all correspondence and maintenance 

of records and assist the Manager and Secretary on day to 

day workings of the Society.

(A) Backward Linkages:

Backward linkage will be established with farmers through 

KRIBHCO in extension services and fertiliser supplies. The 

Seed will be purchased from State Farms or Government Depart

ment of States or Cooperative Society mainly.

1. Extension programme like demonstration will be laid out 

In the villages under their supervision by using recommended 

practices.

2. Society will undertake seed production programmes at farmers 

field.

3. Distribution of fertiliser and pesticides to farmers who 

volunteer for demonstration and Seed production programme.

4. Plant protection campaign will also be organised with the 

help of KRIBHCO.

5. Dessiminating pre and post harvest technology of Potato by6 

informal meeting.

(B) Forward Linkages:

Society will undertake storage and marketing of potatoes with 

the association of NAFED for disposal to demand centres like 

Delhi, Bombay, Calcutta land local market. Meerut Society 

will also offer for export to NAFED.

(C) H y i £°nta!..L inl<agas :p^,^^^
Growers Cooperative Marketing Society 

will keep close coordination with district Cooperative Bank, 

Branch at KITHORE and other primary credit cooperative Society, 

for supply of credits and other inputs to the farmers. Once 

the membership of the society increases over a thousand, efforts 

will be made to make a farmer group in cacli village. Those 

groups will work as focal points.



C H A P T E R- VI

FINANCIAL ANALYSIS

6 . 1 BASIC ASSUMPTION:

Pr i c e s ;

Selling and P ur ch a si n g prices have been

es ti m at e d as per the trend noted in Delhi

& Me er ut M a r k e t s  during 1988-89. Rates fror

Seeds have been taken as per n o t i f ic a ti on  

of the H o r t i c u l r u r e  Deptt. (Govt. of U.P). 

Selling prices have been c o ns id e r e d  on c o n s e r v a t i v e  

basis due to the fact that 1 988 -89 year

was one of the worst year,

St o r a g e  Losses:

It is pr e su m e d  that 2% stocks will be spoiled 

during storage, hence d e d u c t e d  from Sale

Rea 1 i sa t i on .

Cold  S to ra g e  R ent:
Jnly 400 0 MT  stocks will be put In Col d

Storage @ Rs. 27 0/-MT because total ca p ac i ty

is 4 0 0 0 M T .

T r a n s p o r t a t i o n  C ost :

Varies in Delhi and Me er ut Market.

M a rk e t  Expenses:
Varies in Delhi and M e er ut  Mar kets.

NAFED Commiss io n :

Is' p r e s um ed  to be given only for Sales m a d e  

in Delhi mrket at Rs. 3% on sale prices.

Full cost on W o r k in g  Capital Loan:

Is c on si d e r e d  only to the extent of cash

shortage during January to August ou t st an ding 

at the end of each month. During 1st year, 

the Loans will be as under:-



Janyary Rs. 6.00 lacs, February . Rs, 12.00 

lacs, March Rs. 19.00 lacs,

April Rs. 27.50 lacs. May  Rs. 29.50 lacs,

June R s . 31.00 lacs, July Rs. 19.00 lacs,

August Rs. 7.00 lacs.

The interest @ 14% per year is provided

on above loans, these loans will be taken

from Cooperative Bank/NABARD.

Similarly, interest has been provided for 

Expected loan amount during 2nd and 3rd 

year. By the beginning of the 4th year,

the project have ge ne rated its own bank 

balance to the Loan of Rs. 34.00 lacs.

8. Pr o f i t  d i s t r i b u t i o n  to the Members;

It is presumed that every year Society will

distribute4 its 50% cash profits to its 

members. If the Society decided not to disrtrb ute 

profits till all loans are repaid ;and substantial 

interst cost can be saved by not raising 

any working capital loan.

C a p i t a l  Cost o f  the P r o j e c t :  *-S- -  ®>* l -

1. 1000 Sq. meter @ Rs. 25/- sq. m t . 25,000.00

2. Cost of Development of land
fencing etc. 10,000.00

3. Cost of construction of a house 1,40,000.00

4. Cost of EI ectricity/water supply
and other expenditure 10,000.00

5. Cost of furniture 20,000.00

6. Cost of 2 Potato graders with conveyer
belts @ 12,000/- grader 24,000.00

7. Cost of 2 generators @ Rs.3000/-
generator 6,000.00

8. Cost of one Matador/Mini Truck 2,50,000.00

9. misc ellaneo us  Expenses 15,000.00

TOTAL 5 , 0 0 , 0 0 0 . 0 0



6 . 3 F i x e d  A d m i n i s t r a t i v e  C o s t :

1. Salaries of Staff Me mb er s
Rs . 6 , 9 00 /- mo n t h

2. TA/DA/Etc. @ 250/ M o n t h

3. P o s t a g e /T e I e p h o n e / T e 1 eg rams 
@ Rs. 250/- mo n th

4. Other incidential expe ns es like 
(Inputs free kits di s tr ib u ti o n)

5. Other M i s c e l l a n e o u s  Expenses 
@ Rs. 500/- m on t h

6.4 Profit and Loss Ac count

6.5 B a la nc e  Sheet

Poc^ Mo -

Rs . 

Rs , 

Rs , 

Rs 

Rs

Rs

82 ,800.0 0 > 

3 , 000.00 'I 

3 , 000 . 0 0 '1 

5 , 000 . 00 

6,200.00 '

6.6 Con t r i bii t i on/MT

A . Sales Delhi Mandi Me er ut  Mandi

( i) Sales 1 168

35

(Average sales 
during the y e a r )

(ii) NAFED Commi s si o n 

Net Rea Ii sa t i on

(B ) D i rec t Cost:

(i) Average p ro cu rement 
price 6 0 0

(ii) Cost Storage Rent 270 

( i i i ) Gunny Bags

(iv) T r an sp o r t a t i o n

(v) Labour

(vi) M a rk et  Expe nses 

(V i i) Octroi

T O T A L

1 1 3 3 /MT

819

81 9/MT

600

6 6

70 30

1 5 1 5 1

1 5 1 5 1

1 0 1 0

986 676 89

.-8) 1U7/MT 1 8 09 /M



6 . 7 B r e a k - E v e n  P o i n t  (MT)

Br eak - Ev e n Point at Delhi Wandi

at Meeru t Mandi 

by seeds

TOTAL

19 6 6 MT 

2 121 MT 

1 6 0 MT

U147 MT

6.8

6 . 9 

1 .

2 .

3 .

U .
6.10

Pay Back P e r io d

Cash flow of the project be comes p o s i ti v e in 9th 

m onths of the 1st year. Hence Pay back p eriod  is

9 months. Al t ho u gh  tempo rary loans v/ill be require d 

to be raised during 2nd and 3rd year to over comes 

temp oraty out f 1 ov/ due to c o n c e n t r a t e d  p u r c h a s e d  

duri ng  1st 4 m o n th s  and sales sp re ad over till 10th 

m o n t h s a t  the year.

These temporary out flows can a l t e r n a t i v e l y  be ov ercome 

pr ovided  Society yields at the 50% cash pr of it s 

every yer.

Sources o f  Funds, Repayments ScheduIes

Share capital of Rs. 2.00 lacs will 

from 400 potato growers m e m b e r  dur ing 

of the year @ Rs. 500/- M e m b e r  share.

be c o l l e c t e d  

1st 3 mon ths

S im i la rl y a fixed de po s it s  of Rs. 1.00 lacs bearing

14° interest will be invited from m e m b e r s  during

2nd/3rd mo nt h  of the 1st year.

T e m p or a ry  w o r k in g  capital loan will be ob t ai n e d

from C o o pe r at iv e  B a n k / N A B A R D  and will be repaid

in same calander year.

No term loan are p r o j e c t e d  in the project.

Net P r e s e n t  V a lu e :
Year Year Year Year Year

Part i c u 1ars 1 2 3 4 5

1 n f 1 o'.v 97.25 94.25 94.25 9 4.25 94.25

Ou t f 1 ow 70.69 69.68 69.40 69.27 6 9.40

NET 26.56 24.27 24.85 24.98 24.85



Net p re s e n t  v a lu e  a t  12% 90 .73

Net p re s en t  v a Iu e  a t  15% 84 .42

6.11 BENEFIT COST RATIO
I

B e n e f i t  cost r a t i o  a t  15% p re s e n t  v a lu e  o f  p r o j e c t  

Is as under:

P resent  v a lu e  o f  B e n e f i t s  316 .0 2  j

P r e s e n t . v a l u e o f c o s t  239 . 18

Ra t i 0 is 1:32

6 .12  I n t e r n a l  r a t e  o f  Return  comes more than 100% because 

th e r e  is no n e g a t iv e  I n f lo w  o f  funds.
So on the b a s is  o f  above, the p r o j e c t  is v i a b l e .
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BUDGET

PROFIT AND LOSS ACCOUNT FOR 5 YEARS (RS. IN LACS)

S. No. Item No. of Years
1 2  3 4 5

A Income 94.25 94.25 94.25 94.25 94.25
Net Sales 
realisation

B. Expenditure i> f '^

Direct Cost ^^.80 p . 80 ^ . 8 0  ^ . 8 0  97.80'

Fixed Cost 1 .00 1 .10 1 .21 1 .33 U 4 6

On VVorking Capital - V;75 0.94 0.25
Loan

On Member's

Intt. @ 1 4 %  0.14 0.14 0.14 0.14 0.14

TO TAL 70.69 69.98 69.40 69.27 49.40

C Profit 23.56 24.27 24.85 24.98 24.85

D Profit Distri
buted to
Members (50%) 11.78 12.13 12.43 12.49 12.43

Carried over to
Reserve Fund (50%) 11.78 12.14 12.42 12.49 12.42



—\ o

B A L A N C E  SHEET LACS RS.

L IA B I L I T I E S Y E A R S

1 2 3 4 5

Cap i ta 1 2 .00 2 .00 2.00 2 . 00 2 .00

Fi xe d D e p o s i t s- M em be r s 1.00 1.00 1.00 1.00' 1 .00

Re se r v e Profit 11.78 23.92 36.34 48.83 61.25

in .78 2G .92 39 . 3»t .83 6U

ASSETS

1 a n d /Bu i 1d i n g /Equ i pme n t 5.00 5 .00 5.00 5.00 5 .00

Bank Bala nc e 9 .78 21.92 34.34 46.83 59.25

14.78 26.92 39.34 51.83 64.25



CHAPTER-  V I I I  

RECOIVMENDATIONS

8.1 In Intensive Collection Zone, marketing Society Kesarga

should develop Potato growers Farmers Coop er at ive Socie 

at Nagli Kithore to take up procurement and stor

facilities for Export or UP country Marketing 1 

Delhi, Bombay and so on by which growers should 

assured of a reasonable price of their produce.
#

8.2 By strengthening the 'Growers own Ma r keting  Insti.tutic

to provide a better alternative of ma rk et in g and exploita 

of the farmers by the contractors will be eliminated.

8.3 Procurement operation m ay  be executed during fl

season and for which infrastructure like well trai

procurement staff, grading facilities and adequ

workin g capital may be organized well in advance 

the Society.

8.4 In association with State farms/ Pant Nagar Universi

NaT IONAL Seeds Corporation and Pussa, Society she 

arrange good quality of seeds to the farmer every y

and also seeding pr ogram should be started.

8.5 In association with KRIBHCO, society should organi

extension as well as education programs in the villages.

8.6 In association with KRIBHCO inputs as well as pi

protection, chemicals should arrange well in time 

wh ich produc tivity can be increased. in this way 

adopting pre and post harvest techniques about 10

25% produc tivity can be increased.

8.7 In association . with NAFED market intilegence servi

may  be develped.

8.8 Ma rk et ing Society should persue for 5000 MT  n

capacity of storage of which plan and project has bN-- r
submitted to WICJ>C by which more farmer can be benefited.



8.9 in addition to 5% wastag e at farmers level about 

additional wastage at storage and transportatI on I eve 

this is more, so some desirable sta|»es should be tal< 

to reduce this high % of wastage.

8.10 Ma rk et in g Society should start working with the object!

of establishing processing units by the end of 5

years of Ma rketing operation for utilizing the substanda 

quality of potatoes.

8.11 S ta te  Govt, should p ro v id e  i t s  preposed share of  eequi  
and subsidy fo r  the process ing  u n i t  and a ls o  g ive  guarant  

to long term f in a n c i n g  and l i c e n s e  fo r  p ro c e s s in g  u n i t s .

8.12 After profitable disposal of the farmers produce, 5

of the surplus generated will be dist r i bu te d  to t 

farmers as 2nd or final price.

8.13 A price fluctuation fund will be creatd by putti

balance 50% of surplus generated. Loss, if any,

a particular year, may be de bit ed to this fund,.
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Annexure

PLAN FOR PROCUREMENT OF POTATOES IN MEERUT

S. No. Month Iota 1 Qty After grading different grdes potatoes will r e c e 1
Grade Grade 

A B
Grade

C
Grade

D

1. January 2000 " 1 000 960 40

2. February 2500 1000 100 1350 50

3. March 2 500 1000 200 1250 50

^ . Apr i 1 1 000 500 200 280. 20

8000 MT 3500 500 3840 160

Plan f o r  M a r k e t in g  o f  P o ta to e s  in D e l h i / M e e r u t Mandies

S. No. Month Total Qty Delhi Mandi 
to be sold

Meeru t 
•

Mand i Seeds

1 . January 1000 700 300 -

2 . Fe bruary 1400 1000 400 -

3 . Ma rch 1300 1 000 300 -

a . Apr i 1 300 300 - -

5 . Ma y - - - -

6 . June - - - -

7 . July 1000 800 200 -

8 . August 1000 800 200 -

9 . September 1000 800 200 500

1 0 October 1000 500 - -

1 1 November - - - -

12 December - - - -

8000 MT 5900 MT 1600 MT 500 MT



ANNtXURE

U )  Cost o f  Procurement  o f  P o ta to e s  from the Growers:

S . No

2 .

Mon th

January 

F ebruar y 

Ma rch 

Apr i I

Quant i ty

2 0 0 0  

2500 

28 00 

1 0 0 0

80 00 M T

R a t e / M ; T .

Av er ag e 

r a t e / M . T .  

Rs. 600 /- 

M.T.

Total Cost in Rs.

48 ,00,000

(A) 

S. No

K 
2 .
3 .

U .

5. ,

6 .
7 .
8 .
9 .
1 0 .

1 1 .
1 2 .

On the basis of  last year 1988-89 

Income from P o t a t o  S a le  in Local  M rk e t

( B)

S .No

Mon th

Janua ry

H eo ru ar y

M a rc h

Apr i 1

Ma y

June

July

August

Se ptembe r

Oc t obe r

Novem br

Dec em be r

Quant Ity to 
be sold

300

'ido
300

R a t e / M . T . Total Costin R s .

Average
Rs. 550/-M .T 6 ,50,00 0/ -

2 0 0

200
2 0 0

A ve r a ge  

Rs. 1100/MT 6 ,60,00 0/ -

1600 13, 10,000 /-

Mon th

Income from P o t a t o  s le s  in D e lh i  M and i :

Q u a n t i t y  to R a t e / M . T . Total Cost in R s . 
be sold

1 . January 700

2 . F eb r u ar y 1000

3 , Ma r ch 1000

4 . Apr i 1 300

5 . M ay -

6 . June -

7 . j u ly 800

8 . Angus t HOC
9 . S op t onibc r 800
1 0 . Oc tober 500
1 1 . No vembe r -

1 2 . Dec ember -

Av erage 
@ 80 0 / -M.T. 24,00,000

A V o r  a f j e 
ft 15 5 0/ M. r

T o t a l
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C • Income from Potato Seeds Sales

Potato Seeds will be sold @ Rs. 2 7 0 0 / -  MT 

Income = 500 x 2 7 0 0  = Rs. 1 3 , 5 0 , 0 0 0 / -

NOTE: On the basis of U.P. Hosticu lt ur e Oeptt 
Selling price (Govt, of U.P)

TO TAL INCOAAE F R O M  POTATO SALES

A. Sales at Meerut Rs. 13,10,000

B. Sales at Delhi Rs. 68,95,000

C. Seeds Sales Rs. 13,50,000

Rs. 95,55,000
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MAIN POTATO GROWING AREAS  
IN  UTTAR PRADESH

S c o i r ;  0  4 0  to  K m i

II
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ANNEXURE -  2 .

PRINCIPAL ASSEMBLING MARKETS FOR POTATO IN MAIN PRODUCING STATES

S.No. STATES ASSEMBLING  & CONSUMING MARKETS

1 . Uttar Pradesh

2

3

4

5
6 ,

Delhi

Bihar

West Bengal

M ah ar ashtra

Haryana

Punjab

Farrukhabad, Kasganj, Karimganj, Jauripi 

Haldwani, Dehradun, Meerut, Hapur, 

Lucknow and Kanpur.

Azadpur

Patna and Biharsharif 

Sheoratuki, Mamari, Kalana, Burdwan 

Jamalpur, Chapudang, A s a n s o l , Calcutta 

Bombay

AmbaI a , Jagadhari, Bhiwani, Kussar 

Faridabad, Rohtak, Karnal, Panipat, 

Sahabad, Sirsa, Pepli and Fatehbad. 

Jallandhar, Amritsar, Batala, Ludhiana
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ANNEXURE -  2 .8

NO. OF REGULATE D MARKETS OF POTA TO IN THE COUNTRY

S.No. STATES NO. OF MARKETS

1 . Andhara 71

2 . Bihar 26

3 . Cujrat 1 5

4 . Haryana 77

5 . Madhya Pradesh 5

6 . Maha rasht ra 1 0

7 . Karnataka 1 2

8 . Orr i ssa 1 9

9 . Punjab 91

1 0 . Ra j as than 6

11. Uttar Pradesh 69

1 2 . Delhi 1

1 3 Chand i garh 1

TOTAL 402



ANNEXURE - 2 . 9

AREA AND PRODUCTION OF POTATO IN MEERUT DISTRICT

FROM 1 9 8 6 - 9 0

S.No. 1986-87 1987-88 1988-89 1989-90

1 . Area i n Hactre

2. Production in M.T.

3. Average Production 

Year

6390 6850

163U00 210783

21.8 MT/ 30.7 MT/ 
H a c t . H a c t •

8424 

189845

2 2.5 MT/ 

H a c t .

7030 

194200 

2 7.6 MT 

Hact.

ARE A AND PRODUC TI ON  OF POTATO IN M E E R U T  DISTRICT 

BLOCK WIS E FOR THE YEAR 1988-89

S .No. TEHSIL BLOCK AREA IN
h a C t o r

P RODUCTION IN MT

1 . M E E R U T Meeru t 2 000 5440

Ra j pura 

Rohata

1408

310

28 000 

6200
124520.00 

I n
Kharkhoda 

Jann i

930

866

1 8600 

1 7320
(65.5%)

2 . BA CHPAT Pi 1 a na 1 07 2675

Khakera 62 1550 9820.00

Baghpa t 133 332 5 i n

Barau t 715 720 (5.1%)

Ciihaprau 1 i 26 720

3 . SA RDHANA B e n o 11y 

Sarurpur

60

313

.1600

6900
24940.00 

i n
D a u r a 1 a 400 9900 (13.1%) ‘

4 . M A W A N A Hast i napur 1 50 3335

Mawana 730 

Par i ksii i tgarh 176

1 4600 

3520
30565 

i n
Machra 435 9110

(16.0%)



ANNEXURE -  2 .1 2  

DETAILS OF COLD STORAGE IN MEERUT DISTT,  TEUSIL MEERUT

S.No Name of Cold Storage Sector Capac i ty
’ IN M.T.

1 . M/s Cir aj e Cold Storage, Hapur Road Pr ivate 5,054.00

2 . M/s C.D. Cold Storage, Meerut -do- 3,001.00

3 . Sajadain Cold Storage, Meerut -do- 3,350.00

H . Riy auddin Cold Storage, Meerut -do- 5,730.00

5 . Hindustan Cold Storage, Meerut -do- 4,151.00

6. Coo perative Cold Storage, Kharkhoda Coop. 4,116.00

7 . D.P.F. Cold Storage, Meerut Pr ivate 6,039.00

8 . Nassin Cold Storage, Meerut -do- 4,135.00

9 . Coop. Cold Storage, Coop. 3,937.00

1 0 . M. Cold Storage, Nagli, Kithore Pr i vate 1,721.00

1 1 . Phula Cold Storage, Suraj Kund -do- 3,285.00

1 2 . CokuI Cold Storage,Meerut -do- 3,056.00

1 3 . Rama Cold S t o r a g e ,L 1sari Cate,Meerut -do- 1 , 054.00

1 4 . R.K. Cold Storage, Meerut -do- 2,776.00

1 5 . Canesh Cold Storage, Meerut -do- 2,825.00

1 6 . Ice & General Mil k Cold Storage,Meerut -do- 3,184.00

1 7 . Meerut Cold Storage, Meerut -do- 1,781.00

1 8 . Kisan Cold Storage,Meerut -do- 1,244.00

1 9 . S. Cold Storage, Meerut -do- 2,144.00

20 . M. C o l d  Storage, Meerut -do- 2,128.00

21 . S. R a j  Singh Cold Storage, Meerut -do- 3,678.00

22 . Co operative Cold Storage, Meerut C o o p . 1,509.00

23 . Kuldeep Cold Storage, Meerut Private 999.00

24 . Ma noh ar Col d Storage, Meerut -do- 7,753.00

25 . Bhawani Cold Storage, Meerut -dO- 2,843.00

26 . Nambardar Cold Storage,Meerut -do- 2,792.00

27 . Mahal Cold Storage, meerut -do- 2,843.00

28 . N oor-Jehan Cold Storage, Meerut -do- 3,778.00

TOTAL 9 3 ,9 6 U -0 0



T E H S I L  M A W A N A

1. M/s S.P. Cold Storage, Private

2. M/s Chatobhuj Col d Storage "

3. M/s Tejpal Singh Cold Storage "

4. M/s V i sh a m b h e r  Sahai Cold Storage

5. Mis C h a u dh a ry  Co ld  Storage "

T O T A L

2.363.00 

1 , 755 . 00

1.694.00

1.734.00

1.116.00

8 , 67 3.00 M T

T E H S I L  B A CH P AT

1. M/s M. Cold Storage

2. M/s Raison Cold Storage,

P rivate 1.139.00

1.332.00

T E H S I L  S A R D H AN A

2,471 .00

1. M/s D. Cold Storage

2. M/s Agarwal Cold Storage

Pr ivate

II
1.629.00

1.332.00

T O T A L 2 .9 6 1  .00

Total C a p a c i t y  of the Cold Storage 

in M e e r u t  District T OT A L 1 ,08,069.00

In C o o p e r a t i v e  Sector 3 Cold Storage 

are w o r k  i n g .

= 12010.00 MT  C a p a c i t y

In Private Sector 35 cold storage 

are wor k i ng

9 6059 . 00 MT  Capac i t

TOTAL 1 0 8 0 6 9 . 0 0 0  MT





Annexure -4.2=1

PRODUCTION OF SEED BY STATE FARM IN 1987-89

S.No. Variety Classification _______Product ion i n M X

1987-88 1988-89

1. Kufari Chandra

2. kufri Badshah

3. Kufri Jyoti

Mukhi Foundation 

Foundation 

Certified 

Foundation 

Certified

349 M T  

383 PAT 

200 M T  

NR

226 M T

394 M T  

353 MT 

231 M T  

242 M T  

186 MT

Note: Rates/qtis 

2 R L  375/

in 1988-89 for Kufri Badsaha. (Foundation) 

- qtls and certified @ Rs. 320/- qtls.

11. PO TATO SEED DISTRIBUTION THROUGH HORTICULTURE DEPOT

IN M E E R U T  AND RATES/QTLS DURING 1988-1990

S.No. Item 1987-88 1988-89 1989-90

1. Potato seed supplied 1300 M I 1235 MT 2696 MT

2. Rates/Qtls Rs. 240 270 255

Source; Head Office of State Farm, Nehru place. New Delhi 
and Horticulture Depot of U.P. Meerut Office.
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ANNEXURE- U.S.I I

ARRIVAL OF POTATO IN DELHI MANDI FROM DIFFERENT 

PART OF THE COUNTRY (1988-89)

S.No. Month Quantity (MT) Rates/Qtls

1. 89 38,976.06 70

2. February 89 27,369.00 85

3. March 89 37,483.00 95

n. April 89 27,905.00 80

5. May 89 29,452.00 135

6. June 89 23,929.00 165

7. July 89 19,570.00 165

8. August 89 25,839.00 165

9. September 89 27,125.00 150

lo; October 89 35,090.00 130

n . November 89 72,801.00 80

12. December 89 62,447.00 70

Source- Azadpur Mandi office, Delhi.
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ANNEXURE- 4.5-111

ARRIVALS AND RATES/Quintals IN MEERUT MANDi 

FOR THE YEAR (1988-89)

S.No. Month Arrival In (MT) Rates/Quintals IN Rs.

1987-88 1988-89 1987-88 1988-89

1 . January NR 25529 58 50

2. February NR 13070 65 60

3. March NR 12240 92 70

4. April NR 10965 81 70

5. May NR 7716 82 80

6. June NR 7789 110 70

7. July • 8566 9386 120 100

8. August 10162 11530 200 115

9. September 8803 12675 250 115

10. October 8337 18661 200 110

n . November 13705 19375 150 100

12. December 25562 24721 60 70

TOTAL 173857 MT

Source: Mandi Samiti Office at Meerut
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Comments/suggestions made on the Project prepared
by Mr L.S.Rawal, India.
(excluding those made by groups)
* Some functions also are included in objectives. Need 

separation.
* Break even point needs rechecking.
* working capial should include intt on w/cap. loans also, 

needs rechecking.
* Average holding and potato production for project area is 
missing.

* Percentage of potato to be procured by society out of total 
production not given. Commoidity movemnt information 
would be useful.

* Procurement price of Rs.650 per ton seems inadequate.
* Farmers as focal point of project not kept in mind.
* Financial analysis is different. No heavy investment initially 
Only traing is emphasized. If no initial investment is there 
no need for IRR/NPV/pay back period etc. Profit & Loss Act. 
should have been sufficient.

* Emphasis on detaled cash budget/stock management needed.
* cost for services not included in project.
* working capital estimation needs revision.
* risk factor/price variation between procurement and sale 

should be restudied. Farmers will not accept risk sharing.
* 2% wastage provided is too low. Must be revised.
* Sensitivity analysis also need revision in the light of above 

comments.

* Larger projects have more chance of success and such projects 
should be attempted.

* Agro-processing based project will have a better chance of 
success than a marketing oriented project. Many marketing 
societies in India have failed due to competition and bad 
management. Small farmers need protection and rich farmers 
can take care of their requirements on their own.

4th ICA Japan Training Course, IDACA, Tokyo.
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The fourth ICA/Japan course for strengthening management o f  agricultural cooperatives 

in Asia (October 23th, 1989 -  May 11th, 1990) was a very good opportunity in under

standing the concept o f  the integrated cooperatives and the management for me.

Also it has given me a good chance to understand various aspects o f  Agricultural cooperat

ives o f south-east Asia countries and have more interested in the ways o f increasing the 

farmers’ income as well as the agricultural situations and the management problems.

The Fruits Processing Mill Project o f  the Sam Rang Jin Primary Agricultural Cooperative 

was prepared under this course-programme.

For giving me this valuable opportunity, I would Hke to express my gratitude to the staff 

members o f  I.C.A. R.O. in New Delhi and the professors o f  I.I.M. in Amedabad, and 

specially to project director o f  I.C.A., Mr. M.V. Madane.

I am also grateful to the chairman and the staffs o f NACF and agricultural cooperative 

college who gave me a chance to participate in this course.

And I convey deep thanks to Sam Rang Jin primary cooperative and Mr. Jee Young Yun, 

who is NACF’s processing division chief for providing me valuable informations and 

commentations for this project.

February in 1990

ACKNOWLEDGEMENTS

Sang Duck Lee.



1.1 This project deals with the Fruit Processing Mill to be constructed by the Sam Rang 

Jin PAC, about 360Km southern area o f Seoul, as follows.

1.1-1 Main Raw Materials:

o Strawberry, peach, chestnut and perisable fruits.

1.1-2 Methords o f Project

o Cold warehouse: Trust custody

Purchase custody 

o Freezing warehouse: Processing

Custody

o Processing mill: Trust processing

Purchase processing

1.1-3 Capacity

I. SUMMARY

Classification Unit
Cold

Warehouse
Freezing

Warehouse
Mill Land Total

Area Pyeong 439 100 301 10,000 10,840

Daily Capacity M/T 800 250 20 1,070

Capacity Per Year M/T 8,000 5,000 3,600 16,600

* Im^ = 0.325 pyeong 
Mill working days = 180 days

1.1-4 Investment

(’000 Won)

Land
Buiding Mach

inery Others Total
Warehouses Mill Equipment Sub-Total

100,000 550,813 254,450 54,245 859,508 809,773 100,057 1,869,338

-  5 -



1.1-5 Production

(Unit: M/T)

Classification 1 2 3 4 5 6 7 8

Cold Warehouse 3,500 5,100 6,700 6,700 6,700 6,700 6,700 6,700

Freezing
Warehouse

Process 1,000 1,300 1,500 1,600 1,700 1,800 1,900 2,000

Custody 1,000 1,500 2,000 2,100 2,200 2,300 2,400 2,500

Mill 1,200 2,000 2,500 2,600 2,700 2,800 2,900 3,000

Total 6,700 9,900 12,700 13,000 13,300 13,600 13,900 14,200

1.1-6 Various Kinds o f Fruits are grown in this area, and most o f such Fruits as straw

berry, peach, chestnut, persimmon, etc, are sold through the brokers and the 

marketing channel o f  Sam Rang Jin PAC to big cities.

1.1-7 However, due to the problems o f  storability, relatively high Risk in handling and 

short man-power o f  the cooperative, most o f these Fruits are sold to the brokers 

on the field at the low prices which considerably reduces the growing farmers’ 

income.

1.1-8 Realizing such problems The Sam Rang Jin PAC is considering carefully to launch a 

new project o f Fruit processing mill and custody business for the purpose o f in

creasing farmers’ farm and non-farm income and at the sametime to provide 

farmers with more services.

1.1-9 Because the agricultrual products processing industry became new government 

supporting industry, and NACF decided to expand and support processing busi

ness, this project is judged to be optimistic and prosperous.

1.1-10 This project will start, at first process strawberry and gradually process peaches, 

and chestnut.

1.1-11 The government will provide PAC with 375 million won as a long-term Loan at 

8% interest rate, and NACF will support 300 million won for 3 years at no-interest, 

the balance is supplied by the self-capital and by selling unusing real estate.

1.1-12 This project life is assumed to be 8 years, and one year will be required in construc

tion o f this factory.

- 6 -



1.1-13 Financial Analysis

o Pay beack period: 5 years, 

o Break even point (first year): 8,885 M/T. 

o IRR: 19.16%. 

o B.C.R.; 1.36 (at 11.5%). 

o Increase income to grawers: 24,120 Won/Ton.

-  7 -



II. BACK GROUND

2.1 Back Ground

2.1-1 Fruit and Koreans

Most o f the Koreans like fruits very much but most o f the fruits are seasonal and

perishable, specially in winter season, it is very difficult to enjoy the fruits in

Korea.

2.1 -2 Production o f Strawberry, Peach, Chestnut

1) The production o f these fruits is increasing every year, but consumption is not 

increasing so much.

2) Therefore government is supporting export these fruits, and in order to export, 

these fruits must be processed.

2.1-3 Demand Prospect o f These Fruits

1) Future demand on these fruits is prospected to increase remarkably due to the 

increasing o f  the income in the non-season.

2) The export o f  these fruits is also expected to show gradual increase.

(The Amount o f the Processing o f These Fruits in Korea)

(M/T)

Classification Strawberry Peach Chestnut

’84 848 10,844 18,243

’85 2,275 12,428 20,938

’86 2,379 14,509 23,456

’87 3,007 11,694 28,357

’88 4,748 23,392 33,190

2.1-4 Fostering o f Fruits Export and Processing by the Government

1) In Korea, the stable supply o f  the fruits and the maintenance o f  the reasonable 

price o f  the fruits are very significant not only for the income enhancement of 

farmers but for the national economy.

2) Specially the price o f  fruits is unstable for the reasons o f the changes in cli

matic conditions, planted area and the quantity o f production.

- 8 -



To tackle such problems, the government is endeavoring to bring up fruit’s 

processing industry, specially having focus to oversea’s markets.

3) The government is not only support the existing processing plant as pilot 

industry but establish display and sale-hall, and job training and education 

center for the development o f fruit industry.

2.2 Overall Situation

2.2-1 Location

The project area is located around 360Km southern field o f  Seoul, and very near 

from Pusan which is the one o f the largest cities in Korea.

This area is well irrigated and roads and traffic conditions are excellent.

2.2-2 Population

The total households o f  this area are 4,020 with a population o f 10,320. The farm 

households are 2,500, around 62%, and farmers are 9,227 about 56%.

(Farm Households & Population)

Households Population

Famaers’ Non-Farmers’ Total Farmer Non-Faritier Total

2,500(62%) 1,520(38%) 4,020 9,227(56%) 7,093 16,320

2.2-3 Land

1) This area is mountainous one with a total area o f  4,645 ha;

o Areable land; 1,810 ha (paddy land: 801 ha, up land: 1,009 ha),

o Forestland: 2,835 ha (61%).

2) Farming area per farm household is 0.7 ha (national average; 1.1 ha).

2.2-4 Cropping Pattern and Climate

1) Annual average temperature; 10°C (lowest: -2 5 .4 °C, highest: 37.6°C).

2) Annual precipitation; 1,396 mm.

3) Non-frost days: 54 days.

4) Paddy is cropped once a year and up land products are cropped once or twice a 

year.

- 9 -



2.2-5 Major Production

The major products o f the area are paddy from lowland, and strawberry, cucum

ber, pepper from up land and peach, chestnut from forest.

Classi
fication

Food Crops(M/T) Fruits(M/T)

Rice Beans Strawberry Peach Grape Chestnut

’87 1,745 26 6,327 10,254 397 11,843

’88 1,768 28 6,649 11,064 408 12,034

’89 1,875 35 6,957 12,627 494 12,635

2.2-6 Marketing System

1) Most o f  the major products o f this area excluding paddy are marketed through 

cooperative marketing channel, and the cooperative is striving to increase the 

prices received by fanners through marketing information development.

2) Products are marketed mostly to Seoul and Pusan, Taegu metropolitan cities.

(Marketing Percentage by Market Channel)

Classification
NACF

Marketing
Center

Legal 
Whole Sale 

Market

Military
Supply

Private
Factory

Mass
Consumers

Strawberry 22.7% 14.5% 13.2% 23.5% 26.1%

Peach 26.4% 17.5% 14.3% 30.5% 11.3%

Grape 27.6% 20.4% 12.3% 18.5% 21.2%

Chestnut 32.5% 21.5% 10.4% 25.4% 10.2%

3) Farm Guidance

Farm guidance o f P.A.C. is provided for the production o f strawberry and 

peach through 9 joint production and marketing groups established in the 

villages. Intensive guidance is given annually for planned-production and 

marketing.

Technical farming information is provided by speciahst, and farming material 

and funds are supported to joint production and marketing groups.

4) Selection o f Market and Planned Marketing

Two-three weeks prior to estimated marketing time, staff o f P.A.C. and leaders 

o f farming groups compose a marketing consultation committee to survey the 

growing situation and marketing trends o f other market competing area and to
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decide market place, market method, packaging method and marketing time to 

receive the utmost prices.

5) To enhance the quality o f commodity, the P.A.C. provide funds and packaging 

materials which enable the propaganda effect o f the products peculiar to the 

Sam Rang Jin P.A.C. ( ’89: 15 miUion won).

6) Transportation

In order to lower the transportation cost, P.A.C. trucks and other private 

trucks contracted with P.A.C. are utilized at lower truckage.

2.2-7 Processing

In this area, there are no fruit-processing mills, but in Taegu, Pusan which is very 

near here, there are three private factories.

2.2-8 General Situation o f  Sam Rang Jin P.A.C.

1) Member-farmers; 2,328 which is 93% of the total 2,500 farmers.

2) Business Activities

Sam Rang Jin P.A.C. is multi-purpose agricultural cooperation, so carries out 

various activities such as banking, farm inputs supply, marketing, and extension 

services for the provision o f extended services for member-farmers.

(Mil. Won)

Main Activities ’88 ’89 Remarks

Deposits 6,963 8,473

Loans 10,158 12,400

Farm Inputs Supply 1,963 2,143 Fertiliger, chemical etc.

Daily Necessities 430 434 include animal feed.

Marketing 188 185

P.A.C. Insurance 285 361

Total 19,987 23,996 20% increase

3) Organization

Sam Rang Jin P.A.C. has thirty four personnel, and as decision making organi

zations general meeting, board o f directors and auditor, and as grass-root 

organizations 17 farming groups 27 women’s clubs, 25 youngsters’ meeting 

groups, and 9 joint production and marketing groups as well as 2 machinery 

joint-use groups.
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4) Member Participation

Member famers have strong trust in cooperative business and actively partici

pate in the cooperative movement, and thereby the activities are gradually and 

continuously increasing.

The Sam Rang Jin P.A.C. performs profits-retuming services suches scholarship 

payment to the children of member farmers (2,560 thousand won in 1989), 

loan for schooling and free medical examination and etc.

2.3 Area o f Project

This project area covers all P.A.C. area and adjacent land.

2.4 Problems Faced by Farmers in this Area.

2.1-1 Present-Marketing

1) Most o f the famers in this area sell their products through cooperative market

ing channel.

This trends is due to the high credibility in cooperative, high prices received 

relative to private merchants, and strong guidance and support to farmers.

2) However, small quantity o f the agricultural products and due to the shortage 

o f  P.A.C.’s man power and the characteristic, a lot o f strawberries and peaches, 

chestnuts are marketed through brokers.

2.4-2 Reason for Low Marketing Share

1) In case o f chestnut, due to the judgement o f the farmers that seUing to the 

middleman is more advantageous, the marketing volume by P.A.C is com

paratively low.

2) In case o f strawberry and peach, due to the low storability, price flucturation, 

high handling risks and much work load o f the personnel of P.A.C. the market

ing volume’s low.

2.4-3 Hidden Losses and Desires o f Farmers

1) About 43% o f  the farmers who grow strawberry and peach, chestnut sell their 

products as planted in the field to the middlemen which causes around 25% of  

hidden losses to growing formers.
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2) The reasons for this kind o f phenomenon are uncertain prospect for prices, 

not-handling o f  marketing services o f this kinds by P.A.C., the difficulties in 

marketing decision o f selling time and market place and labour stortage in 

harvest season.

3) To solve this problems, farmers want P.A.C. to handle these products and with 

the strengthened activities o f P.A.C. in exploitation of mass consumers timely 

provision o f  marketing information and extension services, the farmers will 

expand the planting area and production qualtity.

2.5 Needs and Justification for Project

2.5-1 Accommodation o f  Farmers’ Desires

The construction o f fruits processing mill which use strawberry, peach, chestnut as 

raw material would accommodate farmers’ desires for P.A.C. to handle strawberry, 

peach, chestnut in P.A.C.’s marketing business, and would protect farmers from 

possible losses caused by trickery o f middle merchants’ transaction.

2.5-2 Prospecting o f the Industry and Government’s Support

1) Fruit processing in plant will be growing due to the changes o f living environ

ments, and food patterns.

2) Fruits processing industry is government’s supporting industry for the stabiliza

tion o f the price o f fruits, and also NACF plans to launch and expand for more 

services for member farmers.
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3.1 Objectives

The main object o f tliis project lies in the enhancement o f  the member farmers’ 

income, and service expansion. The detailed objectives are as follows.

3.1-1 Planned production and marketing time control through the strengthened exten

sion services, intensive financial support and provision o f scientific farming skill.

3.1-2 Income increases through the safe and guaranted marketing place and reduction 

o f  marketing costs, and provision o f non-farm income making opportunities by 

utihzing idle labours.

3.1-3 Return o f  profits to members earned through the operation o f  new business.

3 .1 4  Prior preparation and accumulation o f processing skills for the anticipated supply 

o f  processed fruits for exportation.

3.2 Area o f Operation

This project will be operated in the area o f Sam Rang Jin P.A.C. and raw material 

will be provided in this area and from adjacent areas.

3.3 Project Components

3.3-1 Mill Construction

1) The mill, with the daily capacity, 20 M/T o f processing o f fruits will require 

one year in construction for the cost o f about 1,869 million won.

2) Construction site will be determined in the project area in the consideration 

o f transportation and the collection o f  raw materials.

3.3-2 Procurement o f  Raw Material

Around 80-90% o f  the total raw-materials will be procured in this area and the 

remains will be from neighbouring areas.

III. PROJECT OF FRUIT PROCESSING
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3.3-3 Processing'

1) As fruit processing is comparatively simple, with the basic equipments and 

facilities specially high skilled techniques are not necessary for processing.

2) In addition, Sam Rang Jin P.A.C. is in pretty advantageous situation in securing 

skilled personnel for the existing personnel experienced in current fruit proces

sing business.

3.3-4 Marketing

1) The products will be sold through the agents which will be set up in Seoul, 

Taegu, Pusan, and through the NACF’s supermarkets, P.A.C.’s chainstors, 

and department-stores, large markets in the consuming area.

2) Direct marketing to hospitals, and in long-term export through NACF’s export 

business.

3) Export to Japan directly through Japanese Sister-P.A.C.

4) Transportation will be made by P.A.C.’s vehicles and chilled trucks to be 

bought.

3.3-5 Extension Service

1) P.A.C. will establish growers’ and marketing groups for which funds, produc

tion materials and farming techniques will be provided.

2) Induce participation spirit o f farmers through return o f profits and other 

serivces such as scholarship, medical service, etc.
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IV. DETAILS OF OPERATION
k

The mil will produce 20 M/T o f processed fruits per a day and 250 M/T of Freezing 

Warniouse, and 800 M/T o f cold warehouse.

4-2 Location

The mill and warehouses will be constructed at the near area from main office of 

P.A.C.

Main Products

o From mill: strawberry juice, peach juice, peach can, and cut chestnuts, 

o From warehouse: freezing and cold fruits.

4,1 Capacity of the Project

I

'.4 Processing

4.4-1 Appendix 7, 8, 9 show the processing procedures.

But according to the buyers’ and consumers’ order, procedures o f the processing

can be changed a little.

1) Strawberry

A) Juice; cleasing and dehydration — assortment — remove calyx — press 

juice — thicken juice -  add sugar — sterilization — freezing -  weighing -  

canning — packing.

B) Freezing strawberry: cleansing and dehydration — assortment — remove-

calyx — sterilization — freezing — packing.

2) Peach:

Cleansing and dehydration — cutting — peeling — assortment — add sugar -  

sterilization -  freezing — weighing — canning -  packing.

3) Chestnut:

Cleansing and dehydration -  shelling — assortment -  weighing -  sterilization 

— packing — colding.
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4.5 Machineries and Equipments

As the main materials, strawberry and peach are soft fruits, and the processing 

procedure is mostly conducted with manual labour rather than mechanically. The 

machinery and equipments are rather simple as follows.

Item Unit Scale Remarks

Building Site/Land office building Pyeong 10,000 1 = 0.325 Pyeong

Pyeong 150

Mill 301

Mill Warehouses 539

S.T. Tank 80

Sub Total 920

Strawberry processing Unit 18

Peach processing Unit 21

Machinery Chestnut processing Unit 10

Freezing, cold Unit 17

Warehouses

Others 13

Sub Total 79

Trucks 2,
Chilled Vehicle/Transport 3

Burden Carrier 1

4.6 Investment Plan

4.6-1 Capital cost o f the project

The capital cost of this project is estimated as below on the basis o f the price as 

o f the 1989 year.

( ’000 Won)

Item Cost Life Remarks

Land

Building Mill, Office 

Warehouses

Machinesies

Equipments

Cars

Cost of Layout

100,000

308,695

550,813

476,430

209,800

71,000

52,543

40 yrs

8yrs 

55 yrs 

5 yrs 

8 yrs

10,000 X 10

1616738 x 3.25%

Sub Total 1,769,281
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Item Cost U fe Remarks

Pre-

operative

Expenditure

Salary

Interest (Land)

(Building) 

(Machineries, Equips) 

(Layout)

Administrative Cost

8,400

5,750

24,710

9,864

3,021

(43,345)

3,600

Sub Total 55,345

700 X 2 persons x 6 month 

10,000 X  11.5 x>/̂

859,508 x 11.5 x '/4 

686,230 X 11.5 X 1/8 

52,543 x 11.5 xH

300 X 12 month

Contingency 44,712

Total 1,869,338

4.6-2 Working capital

In the first year the working capital is needed as below, calculated on the base o f  

the statistics surveyed from existing fruit processing mill in 1989.

(’000 Won)

Item Cost Calculation Remarks

Cold Warehouse Expenses 8,611 4,920 X  3,500 x 1/2 1 month

Freezing

Warehouse

Working Expenses 

Raw Marterials 

Inventory 

Receivables 

Packing

Working Expenses

3,663

5,137

21,918

87,671

1,104

40,663

7,325 x 1,000 X  1/2

625.000 X  1,000 M /Tx 3/365

800.000 X  1,000 M /Tx 10/365

800.000 X  1,000 M/T x 40/365 

13,250 X  1,000 M /Tx 1/12 

487,956 x 1,000 M /Tx 1/12

1 month 

3 days 

10 days 

40 days 

1 month 

1 month

Sub Total 160,156

Mill Raw Materials 

Inventory 

Receivables 

Packing

Working Expenses

5,802

29,589

118,356

1,325

67,846

588,235 X  1,200 M /Tx 3/365

900.000 X  1,200 M /Tx 10/365

900.000 X  1,200 M/T x 40/365 

13,250 X  12,000 M/T X  1/12 

678,460 X  1,200 M/Tx 1/12

3 days 

10 days 

40 days 

1 month 

1 month

Sub Total 222,918

Total 391,685
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4.6-3 Fund resources

1) Borrowing from government: 375 million Won at interest rate o f 8% per

annum with the repayment period of 10 years including 3 years o f grace 

period.

2) NACF mutual credit: 300 million Won at non-interest for 3 years.

3) Balances o f shortage for investment will be filled up by selling read estate 

o f the PAC and self capitals.

4.7 Production

(unit: M/T)

Classification 1 year 2 3 4 5 6 7 8

Cold Warehouse 3,500 5,100 6,700 6,700 6,700 6,700 6,700 6,700

Freezing

Warehouse

Storage 1,000 1,500 2,000 2,100 2,200 2,300 2,400 2,500

Processing 1,000 1,300 1,500 1,600 1,700 1,800 1,900 2,000

Mill 1,200 2,000 2,500 2,600 2,700 2,800 2,900 3,000

Total 6,700 9,900 12,700 13,000 13,300 13,600 13,900 14,200

Capacity 16,600 16,600 16,600 16,600 16,600 16,600 16,600 16,600

Utility Ratio 40.4% 59.6% 76.5% 78.3% 80.1% 81.9% 83.7% 85.5%

4.8 Procurement of Raw Materials

The main raw materials are produced in a specific season, strawberry is produced 

in spring and peaches are produced in summer, chestnuts are produced in fall, 

most o f materials will be procured in the area o f PAC, and the shortages will be pro

cured from adjacent area.

4.9 Marketing

4.9-1 Price o f outputs (per M/T, basis strawberry)

(’000 Won)

Classification The Prime Cost Selling Price

Cold Warehouse 5,169 20,000

Freezing

Warehouse

Storage 7,691 15,000

Processing 735,225 800,000

Mill 768,867 900,000
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4.9-2 Packing will be made in the form of bulk packing o f 5kg, 10kg, 30kg P.P. film 

packing with the P.A.C’s brand. Currently export-products are packed in bottle 

and can, while for domestic marketing packed in plastic and vinyl.

4.9-3 Marketing channel

1) Domestic: 15 NACF supermarkets in Seoul and Taegu, Pusan area, 100 chain- 

stores o f NACF and P.A.C’s and regional sale’s agents.

2) Export: through NACF and direct export to Japan through sistor P.A.C. in 

Japan and buyers.

4 .9 4  Transportation

Transportation will be made mainly by the chilled cars o f P.A.C.

4.9-5 Advertisement

Through the mass communication media such as T.V. and newspapers, commercial 

advertisement will be cast, and sales-advertisement will be concentrated on the 

families and women living in large scale apartment areas, and free taste corners 

will be opened in the agent’s shops.
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4.10 Construction Schedule (Appendix 6)

Construction of the mill and warehouses will require one year and the steps will be 

land purchase and land settlement, material collection, construction layout, building 

construction, machinery setting up and test operation.

4.11 Project Implementation

The project will be implemented by Sam Rang Jin P.A.C. under the support and 

guidance o f N.A.C.F. and Government.

4.12 Amount o f Raw Materials

Classification

Strawberry

Peach

Chestnut

Total

One Day Need 

5M/T 

5M/T 

5M/T 

15M/T

Working Day 

45 day 

45 day 

180 day 

270 day

One Year Need 

225 M/T 

225 M/T 

900 M/T 

1,350 M/T

(unit: M/T)

Remarks

o Process according 

to the harvest 

season 

o Procure on harvest 

season

4.13 Season o f Harvest and Processing

10 11 12

Strawberry

Peach

Chestnut

* Harvest Season .....................>
Processing Season *--------------------- ►
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5.1 Overall Management Policy

This project will be operated by Sam Rang Jin P.A.C., and management policy will 

be determined in the General assembly or board o f directors o f the P.A.C.

A manager will be appointed for the operation o f the mill and close cooperation 

will be made between the staff members o f factory and P.A.C.

5.2 Management and Organization

A separate organization will be set up for this project operation and the manager 

will be directed by the chairman or General manager o f the P.A.C. Summarized 

management activities are as follows.

5.2-1 Procurement o f  Raw Materials

5.2-2 Production Storage

Processing

5.2-3 Marketing Domestic

Export

5.2-4 Planning and Accounting

5.2-5 Administration and General Management

V. ORGANIZATION AND MANAGEMENT
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5.3 Organization Chart

5.4 Tasks o f each Division

5.4-1 Manager

General responsibility on this project operation under the direction and policy 

from the chairman and general manager o f P.A.C.

5.4-2 Production Division

1) Production planning

2) Production

3) Machinery maintenance and repair

4) Workers control
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5) Supervision

6) Quality control

7) Working environment control

5.4-3 Marketing Division

1) Raw material procurement

2) Marketing o f products

3) Transportation, storing, inventory control

4) Collecting market information

5) Search of market development

6) Export

5.4-4 Administration Division

1) Administration

2) Accounting

3) Planning and cordination

4) Management analysis

5) Advertisement
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VI. FINANCIAL ANALYSIS

6.1 Assumption in financial analysis: financial analysis has been set forth under main 

assumption as follows:

6.1-1 Project life is 9 years including the construction period o f  1 year, and the life o f  

building, machinery, cars is 40 years, 8 years, 5 years respectively.

6.1-2 Investments are completed one phase, and the amount o f 1,869,338 thousand 

Won should be used for estabhshing mill and warehouse by the end o f the first 

year. (Including pre-operative expenditure: 100,057 thousand Won)

6.1-3 Pre-operative Expenditure is constant cost and the variable cost is changing accord

ing to the quantity o f the production.

6.1 -4 Depreciation cost will be as follows.

( ’000 Won)

Classification Cost Life Depreciation Cost Remark

Building 859,508 40 yrs 19,339 Investment Cost

Machinery 476,430 8 yrs 53,598 x ( l-1 0 % )-

Equipments 209,800 5 yrs 37,764 Life Year

Cars 71,000 5 yrs 12,780

Layout Cost 52,543 8 yrs 12,668

Total 1,669,281 136,149

6.1-5 Production and overhead cost is bared on the data o f survey at existing mill in 

1989.

6 .1 -6 The sales realization at market price is supposed to be as follows per metric Ton.

(’000 Won)

Classification Price

Cold Warehouse Products 20,000

Freezing Warehouse
Storage 15,000

Processing 800,000

Processing 900,000
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6.1-7 10% of income tax should be deducted.

6.2 Requirement o f Working Capital

The working capital over the operating years will be as follows. This is calculated by 

the increase in production. (Working capitals)

(’000 Won)

Classification 1 year 2 3 4 5 6 7 8

Cold Warehouse 8,611 12,547 16,484 16,484 16,484 16,484 16,484 16,484

Freezing
Ware
house

Processing 156,493 203,441 234,740 250,389 266,038 281,687 297,337 312,986

Storage 3,663 5,495 7,326 7,692 8,059 8,425 8,791 9,158

Mill 222,918 371,530 464,413 482,989 501,566 520,142 538,719 557,295

Total 391,685 593,013 722,963 757,554 792,147 826,738 861,331 895,928

Interest 10% 39,169 59,301 72,296 75,755 79,215 82,674 86,133 89,593

6.3 Production Cost

6.3-1 Fixed Cost

Classification 1 year 2 3 4 5 6 7 8

Wages 56,080 56,080 56,080 56,080 56,080 56,080 56,080 56,080

Adm-expenses 13,540 13,540 13,540 13,540 13,540 13,540 13,540 13,540

Sub Total 69,620 69,620 69,620 69,620 69,620 69,620 69,620 69,620

Interests of Inv. 167,349 167,349 167,349 192,239 176,879 161,519 134,659 102,014

Depreciation 136,149 136,149 136,149 136,149 136,149 85,605 85,605 85,605

Total 373,118 373,118 373,118 398,008 382,648 316,744 289,884 257,239

1) Wages: Constant workers (6)

2) Administrative expenditure: insurance, general cost

3) Depreciation; from sixth year, cars and equipments arenot depreciated
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<ŝ
r iO n

ro

00fOCO
oTVO00̂

O  O  00 O  O  CO R  cô  
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6.3*2 Variable Cost (1st Year)

(’000 Won/Ton)

Classification Cost Remarks

Cold

Warehouse

Water & Electric 2,290 NACF’ cold warehouse average

Maintenance & Repair 2,633 (Investment -  Land cost) x 

1.5% -  amounts of storage

Interest 246 Working capital in terest

Sub Total 4,913

Freezing

Warehouse

Storage Water & Electric 

Maintenance & Repair 

Interest

3,450

3,890

455

Same as over

Sub Total 7,691

Processing Raw Material

Packing

Wages

Transportation 

Water & Electric 

Maintenance & Repair

Interests

625,000

13,250

50.000

24.000 

3,435 

3,890

15,649

Cold warehouse x 1.5

(Investment -  Land) x 

1.5% -  Products

10%

Sub Total 735,225

Mill

Raw Material

Packing

Wages

Transportation 

Water & Electric 

Maintenance & Repair 

Tax

Interests

588,235

13,250

77.000

24.000 

3,435 

8,642

35,728

18,577

x5% = Tax 

Working Capital x 10%

Sub Total 768,867
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1 r-T

00 00 00
CO CO CO
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6.4-1 Pay Back Period: 5 years

6.4-2 Break even Point; Fixed expeneses divided by contribution per unit.

0 Fixed expeneses = Fixed cost + capital recovery factor for 8 years (14%)

69,620 + 1,869,338 -^4.639 = 402,961 

Total Contribution: 281,355

* BEP = 402,961 ^ 28-1,355 = 143%

. * BEQ = 6,700 M/T x 143% = 9,595 M/T

6.4-3 Increasing Income to Farmers (for 8 years)

1) Total profits for the society = Total contributions — Total fixed expenses 

5,570,639 -  3,223,688 = 2,346,951 thousand Won

2) Total raw materials for 8 years = 97,300 M/T

3) Per ton extra income = 2,346,951 -  97,300 = 24,120 Won

6.4-4 Net Present Value

1) i = objective profit ratio

2) IR R = 19% + 0.5 X (1,869,338 -  1,857,868) -  (1,894,404 -  1,857,868)

= 19.16%

3) Benefit cost ratio

2537691 2.325488

6.4-5 Sensitive Analysis

When 10% reduction selling price is assumed BCR will be 1.12 at 11.5% and IRR 

15.43%.

6.4-6 Financial Viability

1) On the basis o f the above financial analysis, the project can be said to be 

financially viable. 19.16% of IRR is quite high rate, considering the service 

life o f the mill can be more than 15 years in reality.

2) Alternative cost / P.A.C. loan interest rate; 14.2%

^P.A.C.’ deposit rate to NACF; 11.5%

- 3 1 -



c
o

o

0>2
>
<4-»c
c/52(In
4-»OZ
t
MD

C N VO 1—1 m ON r f 0 0
1 0 0 r o 0 0 o CO CO VO

> »-H < N 1—« (N < N 00^
CL, r t o ' o T r i 0 0 o o " r - "

iO r - T f o 0 0 m m m
f-H C N (N (N < N 00^

in

u >
•—<

It ■4-*
c 1 CM r - o 0 0 VO ON VO VO

1 0 0 (N o CO CO c n CO
O VO o V O o O CO
y  r t o 0 0 O N 0 0 0 0

. 2  O S 0 0 r - in r o C i CN

Q d

r ^ r - - 0 0 o r - - O n 0 0 0 0
1 C N «-H O '! O n r —, 0 0 O

> O n̂ vO ^ tn ^ O n̂ VO^ ' ' t

vo "* o o " r o v o " c s " c n
z » n r - 0 0 V O r - ON

•— « (N < N (N < N CO 00^

§
O n
»-M

II
-«-«
c I v o < N l> m T j*

3  <D 1 m V O O O N V O
o  t ; O V O f o 0 0 0 \ C N m 0 0
5  J 3 o O s 9 l in O n T j-
V i D i 0 0 in CO < N < N

5 d

0 \ ■r}- < N f—1 C O 0 0
1 < N V O O CO 0 0 f-H VO o 0 0

> vO ^ 00^ O n̂ 00^ VO ^ 00^
O m ir T o C v o " ' ON o ' v o " in
2 : 0 0 r - •-H 0 0 V O C^J (N

•-H (N c n < N < N < N (N m c o ^

§

r i

II

c 1 O n 0 0 ON V O
3  <1> 1 o CO m VO m
O r - O n T t (N O n m O n O
o  « r - VO r - O n m O n m

0 0 r - v q » n in ■ ^ . C O CO

Q d

T j- 0 0 V O O m (N ON o
1 O n O n < N O n O » n m

> 0 0 f o 00^ O n̂ O ^ v o ^
C L, o C (N o o " v o " t r T m r - " o T in
2 ; 0 0 ON CO .—1 O n r - m (N ON

< N c n CO < N < N V O in

in

»-H

II
• »4

c 1 V O V O O 0 \ 0 0 CN O
^3 OJ 1 0 0 CO ON (N r - - VO

O  t l VO V O O o VO 0 0
o O n O < N 0 0 C N VO »—<

.S 2 O i 0 0 0 0 v q » n in

Q d

0 0 < N o CO VO 0 0
r o CO m VO 0 0 O < N

r t n CO v o ^ CO^ v o ^
O o ON c < r o T o T o d ' o ' c s
■«-• C 3 V O •-H V O V O 0 0 CO m O
o

2
c 00^ < N CO m m in in

<1

o r~ t C N CO v n V O XT- 0 0 p
H

- 3 2 -



VII. BUDGET

The budget for first five operating years has been given as below.

(1,000 Won)

Item
Operating Year

1 2 3 4 5

1. Sales 1,965,000 2,964,500 3,614,000 3,785,500 3,957,000

2. Producr 
tion 
Cost

F.C 69,620 69,620 69,620 69,620 69,620

V.C 1,633,648 2,531,426 3,075,020 3,226,197 3,377,376

Total 1,753,268 2,601,046 3,144,640 3,295,817 3,446,996

3. EBIT 281,355 433,074 538,980 559,303 579,624

4. Interest Fixed Assets 167,349 167,349 167,349 192,239 176,879

Working Capital 39,169 59,301 72,296 75,755 79,215

Total 206,518 226,650 239,645 267,994 256,094

5. EBT(3-4) 74,837 206,424 229,335 291,309 323,530

6. TAX (5x10%) 7,484 20,642 29,934 29,131 32,353

7. EAT 67,353 185,782 269,401 262,178 291,177

8. Redemption of Preoperative 
Cost

51,338 51,338 51,338 51,338 51,338

9. Repayment 100,000 250,000

10. Surplus 16,015 134,444 218,063 110,840 -10,161

11. Cumulative Surplus 16,015 150,459 368,522 479,362 469,201

1. The interest rate is 11.5% excluding government loan.
2. The repayment will be 100 mil, 250 mil, 400 mil, 650 mil, 950 mil from the fourth year.

- 3 3 -



8.1 Benefits of the project

8.1-1 The project will increase the income of farmers concerned by using domestic raw 

materials such as strawberry, peach, chestnut.

8.1-2 This project can help industralization o f the project area. It will generate employ

ment opportunity o f 54 persons.

8.1-3 This project will generate added value o f 2,346,951 thousand won for 8 years, and 

this means added value o f 24,120 won per ton for 8 years.

8.1-4 The operating result o f this project can help P.A.C to do business related with 

processing agricultural products for famers, and to do welfare works for member 

farmers.

8.2 Recommendations

8.2-1 To Sam Rang Jin FAC

1) At the beginning of the operation of this project, some marketing competition 

will be faced, but considering the fact that the private mills generally think of 

their own profit. If P.A.C give better service to the farmers, this project will 

will be prosperous.

2) For the quality, new research must be carried out continuouly.

8.2-2 To NACF

1) NACF should finance and support PACs to launch Fruit processing business 

to expand services to member farmers.

2) NACF should provide PACs with finance and technical guidance and cooperate 

with P.A.C for the sucess o f project, in developing new consumers groups, and 

export, advertisement.

8.2-3 To Government

1) Government should have keen interests in the development o f fruits processing 

industry for the farmers and rural area economy.

Vni. BENEFITS OF THE PROJECT AND RECOMMENDATIONS

- 3 4 -



2) Government should support NACF, which have national organizational 

network, in starting fruit processing business in light o f the effect that NACF’s 

business is basically for the benefit o f farmars’ income enhancement.

3) Government should reduce the interest rate o f the loan from 8% to 5-4% at 

least.

- 3 5 -
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Cropping Pattern of Project Area

(Appendix 3)

Month

Crops
1 2 3 4 5 6 7 8 9 10 11 12

Rice (Paddy) .  .V

Groundnut c

Pepper 0-

Egg Plant 

Cucumber 

Pump Kin

........V

o- \J
• “ A

Water melon Radish 
. +

Sweet melon Cabbage

c
Waiter m(;lon

iRadishI
O.....

Sweet tilelon
c ■••A

([̂ abbaj

Oyster mushroom

* Legend: o Seeding
Nussery Growing 
Planting 
Growing Period
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(Appendix 4)

The Trend of Major Fruits’ Price in Korea 

(NACF Marketing Center)

Production : thousand M/T 
Price : Won/Kg

Item ’85 ’86 ’87 ’88 ’89

Production 44 45 37 28 31

Straw
berry Price

HighQ 

Medium Q

965

931

963

942

972

947

984

951

983

942

Peach
(100)

Production 132 139 138 135 136

Price
HighQ 

Medium Q

8,313

8,012

6,694

6,504

7,172

7,062

6,793

6,694

9,371

9,175

Production 660 685 680 720 743

Chestnut
(20ie) Price

HighQ 

Medium Q

6,887

6,328

7,586

7,421

9,588

8,523

11,327

8,927

6,161

5,943

Production 150 165 158 156 159

Grape Price
HighQ 

Medium Q

731

702

727

685

712

694

732

704

758

713

Production 541 532 556 640 642

Apple Price
HighQ

Medium

782

397

803

402

796

412

823

453

797

427

-40-



The Trend of Fruit’s Processing in Korea

(Appendix 5)

1) Raw Material

(Unit; M/T)

Item Strawberry Orange Grape Peach Apple

1985 2,275 71,238 13,432 12,428 8,290

1986 2,379 48,455 14,970 14,509 13,659

1987 • 3,007 100,039 18,872 11,694 13,538

1988 4,748 89,138 23,293 23,392 17,893

1989 5,147 98,456 27,285 26,391 21,236

2) Products

Item Can Juice Nectar Liquor Jam

1985 24,437 72,085 1,741 7,777 104

1986 24,757 54,813 2,053 9,342 347

1987 31,774 97,224 1,125 9,989 1,464

1988 25,858 .99,470 2,635 14,072 1,176

1989 29,867 102,120 2,846 17,0'24 1,346

- 4 1 -
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(Appendix 7)

c
r

c
d
c
c
c
L
c
d
d

p  .
3

J

P
D
3

C
cr
n:
r
d
c

c
c
c
c

c

c;

p

3

-|

3

T

1

H-1
Zl

Strawberry Processing Procedures

(D ®  (D

'©

OS

<S|

c
c
c 3 C 3
c =J C 3
c 3 n 3
c 3 II 3
c 3 C 3
c 3 C 3
c 3 r n
c 3 c 3
c 3 C 3
n 3 . C 3

@
□

3
3
n
3
3
3
□

J

□

3
T

1 Cleasing

2 Assorting

3 Remover of Calyx

4 Press Juice

5 Thicken Juice

6 Add Sugar

7 Sterilizer

8 Garder

9

10

11

12

13

14

15

Freezing

Scatter

Conveyer

Collection Tank

Canning

Weighing

Packing
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(Appendix 8)

Peach Processing Procedures

1 Cutter of Peach 11 Dry Ankle

2 Barker o f Peach 12 Conveyer

3 Cleansing Roller 13 Weighing

4 Conveyer 14 Add Sungar Tank

5 Conveyer 15 Steriliser

6 Water Brusher 16 Pressure

7 Chosing Desk 17 Second Sterilizer

8 Grader 18 Freesing

9 S.T Tank 19 Packing

10 PVC Assortor

- 4 4 -



(Appendix 9)

Chestnut-Processing Procedure

1 (D

@

(D ^(D
(D

(D

(D

1 Chosing Desk, Conveger 5

2 Collection Tank of Cut Chestnuts 6

3 Grader of Chestnut 7

4 Working Desk 8

Pipe Roller Conveger 

Weighing

PVC Bend Packing 

ST Tank
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Salariesand Wages

(Appendix 10)

Item Position No. o f Staff
Amount 

(’000 Won)
Basis

Salary Manager 1 9,600 800 X 12 X 1

Deputy Manager ' 2 16,800 700 X 12 X 2

Engineer 4 33,600 700 X 1 2 x 4

Assistant Engineer 3 21,600 600 X 1 2 x 3

Driver 2 12,000 500 X 1 2 x 2

Watchman 2 7,200 300 x 12 x 2

Workman 7 33,600 400 X 12 X 7

Sub Total 26 176,400

Wage Daily Hined 
Worker

27 97,200 300 x 12x  27

Total 53 273,600

- 4 6 -
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Comments/suggestions made on the Project prepared

by Mr Sang Duck Lee, Korea.

(other than those presented by groups).

* Mean average of procurement price, productwise need be given.
* Good project and covers all aspects.
* Korean advantage of good data base with NACF has been used.
* Project document has too. many tables, no cross reference 

is given and hence difficult to follow financial analysis.
* One or two large tables giving all information would be better
* Surplus available by non-payment of loan instalments till 

4th year (see p 27 and p 33) should be productively used.
* Budget part of document is weak. Cah budget should show 

deficit or surplus for use appropriately.
- cash inflow/outflow is cost benefit, different from cash

budget, this should be kept in mind.
* Input/output ratio on wastage is not given.
* Productwise/projectwise analysis individually for BEP 

should be done. No clubbing of all projects should be done.

* Profitability of each project componentshould be done.

4th ICA Japan Training Course, IDACA, Tokyo.
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lAfOAtĴ AfiAJfA, «— ' ■

f̂ JOtficJÛ r̂  — ' /T
^ —■ IS, ̂ 7

% h ^  3^

J



GPOOP C

Ffiu;gt fi\fteg/>QW^ 

f^<wik<i\//^ OA^oW;|^C<orc fwrn^ju) njrA«.&oC

0^0^ r r u m h v L O  p C i A Q ^ i p a Q o ^

- fiiotuuu»ow‘t p (̂M tnA /̂tcl pn>iec ouljju

/>^iaI!oI d U o A i ^  A 6 ^ r \ ,

- If e o r n p a ^  <yigani^a&v) Cf>.3s)

Cp.(l4> lb no*/

- T l u  0^ bnoOoi dAAiClMA^ ur»

ttur OAgAiM*^(;<no «) r»f £xpfanrvuj(.

- P m v a a m  tb rnonjL m  pxK ]p^ m t
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Chapter 1. Summary

1. Due to recent increase o f per capita income, yearly the demand for meat 

and livestock products has increased. But Korean domestic feed grains are 

not available enough to meet the feed requirements because o f Korea’s 

limited land area.

2. Yearly Korea has im ported feedgrains from  abroad to meet the feed 

requirement. And feedgrains are processed into assorted feed to improve feed 

efficiency.

3. The consum ption o f assorted feed has increased over 10 times from 1975 to

1989. It means that assorted feed is much more im portant than ever before.

4. The type o f Korean livestock industry is being changed into specialized 

business from  traditional farming.

5. NLCF as a non-profit organization has supplied assorted feeds to  the farmers 

at 10 percent cheaper price than those o f private feed mills. So, the demand of 

N LCF’s feed has increased year by year. But the operation rate o f N LCF’s 

Feed mill is too  high enough to  supply the assorted feed to the farmers.

6 . Soonchun city will be selected as site. I t’s very easy to  access and well 

connected with expressway. Any Feed Mill is very far from soonchun city 

now.

7. About more than 76 percent o f the raw materials should be im ported. So the

rate o f  self-sufficiency for assorted feed was only 24% in 1989. Other 

indigenous materials can be purchased easily.



8 . The assorted feeds consist mainly o f corn. It is m anufactured in meal form 

and bagged or loaded in bulk for delivery.

9. The construction o f feed mill needs 2 years period and 10,727 million won o f 

capital investment. Out o f  this, 6,727 million won would be financed by 

NLCF and local livestock cooperatives, the remaining 4,000 million won 

would be available as long term  loan from  OECF.

10. The Feed mill o f the project can produce 300 M /T  o f the assorted feed per 

day (8 working hours). However, the feed mill is expected to  operate at m ore 

than 170% on account o f high dem and for feed.

11. The service life o f machinery is 9 years. So, project period is 11 years including

2 years o f construction o f  feed mill.

12. NPV is calculated as 1,531 million won on the basis o f 11.0% discount. IRR 

is calculated as 14.7%. and B .E .P . is calculated as 68,437 M /T , namely, 

76.04% o f available capacity o f production.



Chapter 2. Background

The Korean economy has been growing rapidly since the 1970’s.

Due to recent increase in average per capita income, the demand for meat 

and livestock products has increased substantially.

W ith this dem and, a considerable increase in livestock production has been 

attained.

2-1. Overall Situation

Table 1. Livestock Production Consumed Per Capita. (Unit: kg)

Year Population
(thousand)

Meat

Total
Egg Milk

Beef Pork Chichen

1970 31,435 1.2 2.6 1.4 5.2 4.29 1.4

1975 35,281 2.0 2.8 1.6 6.4 4.56 4.6

1980 38,124 2.6 6.3 2.4 11.3 6.54 11.0

1983 39,910 2.9 7.4 3.0 13.3 6.80 18.2

1987 41,575 3.6 8.9 3.3 15.8 8.59 32.1

1989 41,975 3.4 11.1 3.7 18.2 9.00 38.9

But a rapid increase in livestock production cannot be achieved by domestic 

feedstaff but only by using im ported feedgrains such as corn, wheat etc.



Korean domestic feedgrains are not available enough to  meet the feed 

requirements because o f K orea’s limited land area. So, the rate o f self- 

sufficiency for assorted feed was only 24 percent in 1989.

Accordingly, this additional feed requirements has been met alm ost entirely 

with im ported grains.

The consum ption o f assorted feeds has increased over 10 times during 14 

years from  1975 to 1989.

The proportion o f assorted feeds accounted for 17.9 percent o f total 

consum ption in terms o f quantity in 1975, but this proportion increased 

greatly reaching 62.1 percent in 1989.

Table 2. Consum ption o f Feed Stuff (Unit: thousand M /T)

Year Total

Concentrated Feed

RoughageAssorted Feed
Farm

produced
feedSub-Total Domestic

production Import Self 
sufficiency (%)

1975 5,021 901 489 412 54 550 3,570

1980 7,559 3,462 1,410 2,052 41 532 3,565

1983 10,673 5,852 1,752 4,100 30 621 4,200

1985 13,234 6,451 2,272 4,179 35 855 5,928

1987 15,873 9,018 2,516 6,502 28 790 6,065

1989 16,749 10,403 2,493 7,910 24 616 5,813



This trend indicates current consum ption o f assorted feeds is much more 

im portant than ever before.

This rapid increase o f feed production is the result o f the type o f livestock 

industry changed into specialized business from  traditional farming.

Once im ported, feed grains are processed into assorted feeds to  improve feed 

efficiency and then supplied to  the farmers.

W ith this increase in assorted feed, feed mills have been expanded considerably 

in the num ber and production capacity under the support o f government 

policy program s.

For the good quality o f feed, the government has controlled the setting up 

o f the feed mill through licencing.

\
There are now 80 feed mills in Korea, with production capacity o f 21,875 

M /T  per day.

The operation rate o f the feed mills averaged 159 percent o f plant capacity 

in 1989.

Table 3. Production Capacity and Operation rate o f Feed Mill.
(Unit: thousand M/T)

Classification No. 
of plant

Production
capacity

Actual
production

Market 
Share (%)

Operation 
Rate (%)

Livestock coops 18 1,064 2,288 22 215

Privately owned 62 5,481 8,115 88 148

Total 80 6,545 10,403 100 159



Jeonnam  province, area o f  project, is located in southern area o f  Korea.

It covers the area o f 11,799 km^ and its population is 2.5 million as o f  the 

end o f 1989.

The general conditions o f Jeonnam  province are as follows.

1) A rea o f Jurisdiction.

It has 6 cities and 21 counties and there are 26 local livestock 

cooperatives.

2) Population: The population is below.

2-2. Area of Project.

Table 4: Population (in 1989)

Classification Farm Non-farm Total

Nation 6,786 35,594 42,380

Jeonnam province 1,071 1,446 2,517

Rate 15.8 4.1 5.9

3) Livestock population and feed production.

This area is the m ajor agricultural produce district. M ost o f  farm ers in 

this area raise just one or two Korean native cattle or small num ber o f 

hogs and chichens, namely traditional farm .



Table 5: Livestock Population and Feed Production (Unit: thousand head)

Classification Nation Jeonnam Rate (%)

Native cattle 1,536 215 14.0

Dairy cattle 515 27 5.2
Livestock

Hogs 4,801 361 7.5

Chichens 61,689 2,791 4.5

Number 80 6 7.5
Feedmill

Capacity per day 21,875 980 4.5
..................  J

Source; NAFF (in 1989)

2-3. Problem s Faced by Farm ers.

1) In Korea, livestock farms can be divided into two types on the basis o f 

the num ber o f livestock raised and technologies, namely traditional 

farm s and commercial farms.

But private Feed Mills give big farmers the advantage o f credit and 

favorable price due to  purchasing o f large am ounts o f feed.

So, these commercial farms are positioned better than traditional farms 

in terms o f feed price.

2) Assorted feeds have become a m ajor factor now, the expenditure for 

this reached about 80 percent o f  livestock operating cost.

10



Thus, the increased feed consum ption depends entirely on im ports o f 

feed grains. This decreasing domestic feed supply is one o f the most 

difficult problem s facing the development o f the livestock industry in 

Korea.

3) The beef trade issues between the U .S. and Korea is one o f  the most 

sensitive problem.

If  the im port o f  beef is hberalized, the livestock industry o f Korea 

would be collapsed.

2-4. Need and Justification fo r the P roject.

1) For the increase o f  farm ers’ income.

- N LCF as a nonprofit organization has supplied assorted feed to  the 

farm ers at 10 percent cheaper price than  those o f private feed mills. 

So farm ers can cut down the operating cost o f  livestock farm s.

Table 6 . Com parison o f the feed price (Factory price) (Unit: won/25kg)

Classification Poultry Hog Dairy
Cattle

Beef
Cattle Others Average

NLCF (A)

Private feed mill (B) 

Gap (B—A)

Rate (%)

4,338

4,770

382

8.7

4,889

5,460

561

11.5

3,900

4,339

439

11.3

3,639

3,891

251

6.9

4,703

5,357

654

13.9

4,342

4,791

449

10.3

Source: MAFF
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2) To meet the increasing dem and for feeds.

- Yearly the dem and for N LC F’s Feed has increased because o f good 

quality and cheaper price o f feed, but NLCF have had difficuhies with 

supplying enough feeds to  the farmers due to the shortage o f capacity 

o f feed mills.

Table 7. Com parison o f operation rate (Unit: %)

Classification 81 83 85 87 88 89

NLCF 111 189 144 176 214 215

Private 95 117 110 130 132 148

Average 97 127 116 138 145 159

3) To curb and control the price o f feed.

N LCF is planing to  increase M arket share from  22% to  30% , in order 

to curb and control the price o f private’s feed.

Table 8 . Com parison o f  M arket Share

Classification

81 83 85 87 89

Produc
tion

Market
share

Produc
tion

Market
share

Produc
tion

Market
share

Produc
tion

Market
share

Produc
tion

Market
share

NLCF

Private

Total

550

2,940

3,490

15.8

84.2

100

1,158

4,694

5,852

19.8

80.2

100

1,269

5,182

6,451

19.7

80.3

100

1,873

7,145

9,018

20.8

79.2

100

2,288

8,115

10,403

22.0

88.0

100

Index (%) 1(X) 168 185 258 298

12



4) Regional distribution.

The regional distribution o f feed mill is able to  serve local livestock 

farm s. But farmers in this project area have had difficulties with 

purchasing the assorted feed, because now any feed mill is very far 

from  this area. So, Farmers have to pay m ore money for transporting 

charge.

13



Chapter 3. Project

3-1. Objectives

By establishing a Feed Mill, the following advantages may be gained.

1) To increase the farm ers’ income by reducing the cost o f the feeding.

2) To provide high quality o f the feeds

3) To m aintain the stability o f the feed prices.

4) To curb the price o f private feeds by increasing M arket share o f 

N LC F’s feed.

5) To enhence the cooperative’s activities to  support farmers.

6) To secure the stable supply o f feed in terms o f quantity.

3-2. Area of O peration.

For the area o f operation, soonchun city shall be selected as it has high 

road density.

This city is very easy to  access and well connected with an expressway.

M oreover this city is not far from  kwangyang city, im portant port, through 

which raw m aterial can be im ported easily.

14



1) Procurem ent

The raw materials o f assorted feeds consist mainly o f im ported grains.

In 1989, about 76 percent o f the com position o f  assorted feed was 

im ported grains.

Also the im ports are composed chiefly o f corn which accounts for 60 

percent o f the to tal feedgrains.

W heat, sorghum , vegetable protein are also very im portant materials 

o f  feed.

O ther indigenous materials can be purchased easily.

3-3. Project Components

Table 9. Com position o f assorted feed (Unit: thousand M/T)

Year Grain Bran Vegetable
Protein

Animal
Protein

Inorganic
Substances Other Total

75 442 262 98 50 53 9 914

80 2,077 685 396 122 184 22 3,486

87 5,649 1,324 1,563 150 142 210 9,038

88 6,026 1,432 1,737 154 192 247 9,788

Source: MAFF
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The assorted feed is m anufactured in meal form . A nd it is bagged or 

loaded in bulk for delivery.

The feed mill business has been regulated by the government for 

insuring high quality o f feed.

2) Proces/ing

3) M arketing

W ith increase rate o f livestock consum ption, the growth o f feed m arket 

would be estimated 4.8 percent per year,

Especialy, the dem and for the N LC F’s feeds would increase year by 

year, because they was cheaper and better quality than private feeds.

So this project will not face any problems in marketing.

Feed flow chart

Feed Mill Local Cooperatives Farmers

4) Extension

Livestock prom otion guide officers at the feed mill help farmers to better 

understand the relation between assorted feed and the raising o f livestocks.

Also, to  provide free medical treatm ent and technical education on 

managem ent and feeding for the farm er, veterinary team o f NLCF 

travels around rem ote areas where veterinarians are not available.

16



Chapter 4. DetaOs of Operation

Feed Mill o f the project can produce 300 M /T  o f assorted feed per day (8 

working hours).

4-1. Capacity of the Feed Mill.

4-2. M eans o f Financing

The total capital requirem ent for the project would be 10,727 million won 

including capitaUzation o f interest.

Out o f  this, 4,000 million won would be available as a long term  loan from  

OECF.

The rest 6,727 million won would be financed by NLCF and Local 

cooperatives as follows.

Then, ten local cooperatives near the area o f project would jo in  this project.

Financing o f  Project (Unit: million won)

Sources o f  fund
Loan Self provided

Total
OECF NLCF Local coops

Amount 4,000 4,727 2,000 10,727

17



«

It will take 24 m onths to  implement this project.

1) Preparation o f  general plan

- Preparation o f official proposal

- A pproval by Cooperatives Representatives and Board o f Directors.

2) Purchase o f land

- Selecting site o f feed mill.

- Feasibility Study.

- Acquisition o f the land.

3) Loan

- Preparation o f loan plan.

- O btaining approval from  the government.

- Signing o f loan contract.

4) Building contraction

- Design and preparation o f  building site.

- Construction o f the building.

4-3. Project Implementation Plan.

18



5) Ordering machinery and equipment.

- Ordering the machinery.

- Purchasing the equipment.

6) Education and training o f staff.

- Preparation o f operation m anual,

- Training staffs

7) Test working.

8) Form al operation.

4-4. As stated earily, the implementation of project will be spent 2 years.

It will take 4 m onths to  purchase and develop the land.

Installation o f plant and m achinery and other accessories etc would be 

completed by 20 m onths.

The general progress o f  work is as follows.

19



Table 10. Progress of work.

Item
Period

1. Purchase of Land

2. Land development 

i. Survey

4. Basic layout

5. Details of draft

6. Ordering & purchasing 
machinery

7. Construction & facilities

- engineering work

- construction

- machinery

- electricity

8. Test working

I 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12

4-5. Investment

1) Land and building

Total land requirem ent for feed mill would be around 10,000 peang. 

(about 33,000 m^)

The acquisition o f land would cost 575 million won.

The cost o f  engineering work and constructing buildings including feed 

mill, office silos, warehouses etc am ount to  3,580 million won.

20



2) M achinery and facilities.

5,071 million won would be spent in acquiring and installing an 

autom ated m achinery and facilities.

This includes transportation and erection o f machines and training 

expenses o f technicians, and other fixed assets.

3) Layout and supervision

The estimated cost o f these would be 300 million won.

4) Contingencies.

Contingencies including pre-operative expenses would be 953 million 

won.

Contingencies account for 10 percent o f all fixed cost.

5) Capitalization o f interest.

The interest rate o f loan is 4.25 percent

21



Table 11. Capital cost of the project (Unit: million won)

Classification Cost Durable years Remark

Purchase of land 575 — 10,000 yeong (33,000m2)

Layout & supervision 300 —

Engineering work 449 18

Construction 3,131 45

Machinery 4,541 9 Including other fixed assets

Electricity 530 15

Contingencies 953 — Including pre-operative expenses

Sub-total 10,479

Interest 248 Rate 4.25%

Total 10,727

4-6. O peration o f the Feed mill.

1) N LCF will operate the Feed mill o f  the project because NLCF have had 

good experience o f  constructing Feed mill and experts o f  the 

management.

2) The Feed mill will be set up for a production o f 90,000 M /T  in a year. 

However, because the dem and for feed in this area is continuously 

increasing, the feed mill is expected to  operate at 170% even in the first 

year.

22



The rate of operation will be below.

(Unit: <?̂o)

Year 93 94 95 96 97 98 99 2,000 2,001

Operation
rate 170 172 174 176 178 180 182 184 186

23



Chapter 5. Oi^aiiization and Management

5-1. Management

Even if this project will be financed by N LC F and local livestock 

cooperatives, the Feed Mill o f project will be operated by NLCF.

So N LCF will regulate all managem ent o f  the Feed Mill.

5-2. Contents of management.

- A dm inistration and general management

- Accounting and financing

- Procurem ent

- Production

- M arketing

- Extension

- M aintenance o f the Mill

24



5-3. Organization Chart
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1) A dm inistration division.

This division is in charge o f accounting, financing, adm inistration and 

other affair concerned.

Also this division has timely to  purchase raw materials for producing the 

assorted feeds.

2) Production division.

This division is in charge o f production schedule utilization o f capacity 

maintenance and development o f  new products.

In order to produce a same high quality o f  feed with other Feed Mill o f 

N LCF, the on-line system o f com puter will connect all the feed mills o f 

NLCF in an electronic network.

3) M arketing Division

This division is in charge o f m arketing prom otion such as advertisement, 

collecting m arket inform ation in order to  increase the m arket share o f 

feed.

5-4. Tasks of Division

26



The work o f extension Division is to  guide the farm ers to  increase the 

income o f them through providing technique o f raising livestock and 

veterinary service.

Sometimes, veterinary teams provide free medical treatm ent for the 

small farm ers.

4) Extension Division

5) M anpower

The estim ated m anpower requirem ent and their salaries and wages are 

below.

Table 12. M anpower (Unit: thousand won)

Post No. Annual salary Calculation

General manager 1 20,000

Deputy G. manager 1 18,000

Manager 3 45,000 15,000 x3

Senior veterinarian 1 15,000

Engineer 5 42,000 8,400 X 5

Senior officer 5 42,000 8,400 X 5

Clerk 1 7,000

Technician 10 70,000 7,000 X 10

Handyman 2 13,000 6,500 X 2

Sub total 29 272,000

Laborer’s wages 43 385,000 3731/Hour x 8 Hours x 365 days x 43

Total 72 657,000

* Wages of laborer is calculated on the basis of 100% of capacity utilization.

27



Chapter 6. Financial Analysis

1) The service life o f machinery is 9 years. So, project period is 11 years 

including 2 years o f construction o f feed mill.

2) Depreciation cost would be calculated according to  the regulations.

6-1. Basic Assumptions

Table 13. Depreciation (Unit: million won)

Item (A)
Cost

(B)
Surplus

(A + B) 
Total cost

Durable
year

Depreciation
cost

Engineering work 449 78 527 18 26

Building 3,131 543 3,674 45 74

Machinery 4,541 788 5,329 9 533

Electricity 530 92 622 15 37

Total 8,651 1,501 10,152 670

* The cost of layout & supervision (300) and interest (248) and contingencies (953)
is distributed to each item in proportion to amount of cost

* 300 + 248 + 953 = 1501
* Salvage value is 10% of cost

3) Selling price at factory price would be 140,900 won per metric ton.

4) Production cost is based on the actual cost o f  other NLCF Feed mills.
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Table 14. Production cost

Item Variable cost Fixed cost

Unit Won/Ton ,000 won

Raw materials 114,049

Wages 4,278

Power 672

Repair & maintenance 199

Insurance & tax 20,000

Transportation 200

Research & development 10,000

Other 223

Depreciation 670,000

Total 119,621 700,000

- Wages are going to  increase every year by 3 percent on account o f 

annual increments etc.

- Repair & m aintenance expenges also increase every year by 1 percent.

- Insurance & tax, research & development expenses would not 

increase even in the subsequent years.

5) Salary including incentive, bonus would increase every year by  3 percent.

29



6) The term  o f loan redemption:

Rapaym ent in 18 years by installment with a seven-year grace period at a 

4.25%  interest.

7) A bout two percent o f sales revenue would be paid as sales commission.

6-2. The total capital o f 10,727 million will be invested as below.

(Unit: million won)

Year 1 2 Total

Capital 7,285 3,442 10,727

6-3. W orking Capital

W orking capital would be required to  support the operations.

N LC F’s feed mills have sold cooperatives feeds on credit within 45 days.

So, on an average, account receivables is estimated to  remain outstanding 

for a period o f 45 days.

Table 15. W orking capital (Unit: million won)

C lassification 93 94 95 96 97 98 99 2,000 2,001

Sale revenue 21,558 21,811 22,065 22,319 22,572 22,826 23,079 23,333 23,587

Turnover (day) 45 45 45 45 45 45 45 45 45

Woricing capital 2,658 31 31 32 31 31 32 31 32
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6-4. Cash Flow Analysis (Appendix 8)

6-5. Payback Period and Net Present Value.

NPV is com puted on the basis o f 11.0% discount 

Table 16. N .P .V (Unit: million won)

Year 0 1 2 3 4

Net cash flow 

Cumulative cash flow 

NPV

-10,727

-10,727

-10,727

2,232

-8,495

2,011

2,231

-6,264

1,811

2,231

-4,033

1,631

2,233

-1,800

1,471

Year 5 6 7 8 9

Net cash flow 

Cumulative cash flow 

NPV

2,227

427

1,322

2,222

2,649

1,188

2,214

4,863

1,066

2,209

7,072

958

2,200

9,272

860

1) Payback period: 5 years
2) NPV: 11% 1,531 million won

17)^0 690 million won
15% - 108 million won

6-6. Internal rate of return is calculated as 14.7%
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B .E .P  =  Fixed cost divided by contribution

- Fixed cost = Fixed cash cost + depreciation for one year

594 + 670 = 1264

- Total contribution = 2826

6-7. Break-even Point in the First Year

p  ^  Fixed Cost ^  _12M ^  
Contribution 2826

B .E .P  is 44’  ̂ percent o f  the capacity used in the first year, which is 

equivalent 9,642 million won (21,558 x 44’^% =  9,642)

It also means 76.04% o f available capacity o f production

* 90,000 X 170% X = 68,437 M /T

* 68,437 90,000 =  76.04%

6-8. Profit in the first year

Total contribution — Fixed cost

2,826 — (584 + 670) = 1,562 million won
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Chapter 7. Budget

The budget will be below in the operating 5 years

Table 17. Budget. (Unit: million won)

Item Operating year

1. Sales revenue

2. Product cost 

(direct)

(indirect)

3. Gross profit (1-2)

4. Administrative expenses 

(selling expenses) 

(salary)

5. Interest for fixed assets

6. Operating income

7. Tax

8. Net income

21,558

19,293

18,623

670

2,265

703

431

272

170

1,392

278

1,114

21,811

19,534

18,864

670

2,277

716

436

280

170

1,391

278

1,113

22,065

19,774

19,104

670

2,291

730

441

289

170

1,391

278

1,113

22,319

20,013

19,343

670

2,306

743

446

297

170

1,393

278

1,115

22,572

20,258

19,588

670

2,314

757

451

306

170

1,387

278

1,109
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Chapter 8. Recommendation

1. If the price o f feedgrains rises sharply in the world market, the raising of 

livestock using imported grains will encounter a big problem in Korea.

This is because domestic feedgrains or by-products are not available in 

quantities to meet feed requirements.

So government should try to increase the rate o f self-sufficiency.

2. Since rural employment problems are increasely serious, and migration from 

rural to urban continues due to chronically low rural incomes, government 

policy has to encourage livestock production to increase the income

of farmers.

3. Recently the beef trade issues between the U.S. and Korea is one of most 

sensitive and pending one.

The U.S. is pressing weavily on Korean Government through the GATT panel 

or urguay-round.

If the government liberalizes the import o f beef, the livestock industry 

foundation would be collapsed.
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So, government should try to find ways of mutual benefit under current 

quota system.

4. In order to increase the quantity and improve the quality of assorted feed, 

NLCF has to make more investment in feed mill. Until now the operation rate 

of NLCF’s Feed mill is too high to meet the shortage of the feed.
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1. Project Area
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2. Utilisation of Land

(Unit: 1,000 ha)

Year Total

Cultivated land for agri. Forest Others

Area % Paddy
field

Dry
field Area % Area %

1971 9,848 2,271 23.1 1,265 1,006 6,612 67.1 965 9.8

1972 9,848 2,242 22.8 1,259 983 6,597 67.0 1,009 10.2

1973 9,876 2,241 22.7 1,263 978 6,586 66.7 1,049 10.6

1974 9,876 2,238 22.7 1,269 969 6,641 67.2 997 10.1

1975 9,881 2,240 22.7 1,277 963 6,635 67.1 1,006 10.2

1976 9,880 2,238 22.7 1,290 948 6,614 66.9 1,028 10.4

1977 9,886 2,231 22.6 1,303 928 6,593 66.7 1,062 10.7

1978 9,896 2,222 22.5 1,312 910 6,578 66.5 1,096 11.0

1979 9,897 2,207 22.3 1,311 896 6,570 66.4 1,120 11.3

1980 9,899 2,196 22.2 1,307 889 6,568 66.3 1,135 11.5

1981 9,902 2,188 22.1 1,308 880 6,563 66.3 1,151 11.6

1982 9,902 2,180 22.0 1,311 869 6,554 66.2 1,178 11.8

1983 9,909 2,167 21.8 1,316 851 6,547 66.1 1,195 12.1

1984 9,912 2,152 21.7 1,320 832 6,540 66.0 1,220 12.3

1985 9,914 2,144 21.6 1,325 819 6,531 65.9 1,237 12.5

1986 9,917 2,141 21.6 1,329 812 6,524 65.8 1,249 12.6

1987 9,922 2,143 21.6 1,352 792 6,499 65.5 1,258 12.7

1988 9,924 2,138 21.6 1,358 780 6,492 65.4 1,294 13.0

Source: MAFF, Agriculture, Forest and Fishery Statistics
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3. Population of Agricalture and Fishery

(Unit: 1,000 persons)

Year Total

Population of agri. Population of fishery

Population % Per
household Population % Per

household

1971 32,883 14,712 44.7 5.93 — — —

1972 33,505 14,677 43.8 5.99 1,062 3.2 5.84

1973 34,103 14,645 42.9 5.98 978 2,9 5.73

1974 34,692 13,459 38.8 5.65 914 2.6 5.71

1975 35,281 13,244 37.5 5.57 894 2.5 5.81

1976 35,849 12,785 35.7 5.47 880 2.5 5.75

1977 36,412 12,309 33.8 3.34 871 2.4 5.69

1978 36,969 11,527 31.1 5.18 827 2.2 5.44

1979 37,534 10,883 28.9 5.03 791 2.1 5.38

1980 38,124 10,827 28.4 5.02 844 2.2 5.37

1981 38,723 9,999 25.8 4.93 776 2.0 5.17

1982 39,326 9,688 24.6 4.85 755 1.9 5.17

1983 39,910 9,475 23.7 4.74 739 1.9 5.02

1984 40,406 9,015 22.3 4.57 716 1.8 4.87

1985 40,806 8,521 20.9 4.42 689 1.7 4.75

1986 41,184 8,180 19.9 4.29 662 1.6 4.60

1987 41,575 7,771 18.7 4.15 635 1.5 4.50

1988 41,975 7,272 17.3 3.98 602 1.4 4.36

Source: MAFF, Agriculture, Forest and Fishery Statistics
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4. Farm Households per Cultivated Land

(Unit: 1,(XX) households)

Year
Total
farm

households

Households
except

cultivation
below 
0.1 ha

0.1
-0.5

0.5
-1.0

1.0
-1.5

1.5
-2.0

2.0
-3.0

over
3.0

Sub
-total

1971 2,482 84 50 760 786 446 200 120 36 2,398

1972 2,452 85 49 753 777 442 193 117 36 2,367

1973 2,450 84 53 742 771 444 201 118 37 2,366

1974 2,381 112 10 663 809 435 196 119 37 2,269

1975 2,379 94 2 689 828 431 187 112 36 2,285

1976 2,336 106 5 684 814 415 174 105 33 2,230

1977 2,304 114 4 682 795 407 171 101 30 2,190

1978 2,224 84 1 630 799 412 171 97 30 2,140

1979 2,162 82 2 641 764 394 162 90 27 2,080

1980 2,156 28 14 598 748 438 191 108 31 2,128

1981 2,030 31 8 597 743 388 156 83 24 1,999

1982 1,996 39 9 568 725 390 159 83 23 1,957

1983 2,000 52 9 562 719 392 160 83 23 1,948

1984 1,974 52 9 546 707 391 161 85 23 1,922

1985 1,926 46 9 525 686 390 160 87 23 1,880

1986 1,906 44 10 530 663 386 161 88 24 1,862

1987 1,871 39 9 513 647 384 163 91 25 1,832

1988 1,826 31 8 499 626 376 165 94 27 1,795

Source: MAFF, Agriculture, Forest and Fishery Statistics
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5. Income of farm Household

(Unit: 1,000 Won)

Year
Income 
on farm 

household

Agricultural income Non-agricultural income

Amount Gross
income

Management
expenses Amount Composition of 

non-agri income (%)

1971 356 292 357 65 64 18.1

1972 429 353 428 75 76 17.7

1973 481 390 480 90 91 18.8

1974 674 542 664 122 132 19.6

1975 873 715 891 176 158 18.1

1976 1,156 921 1,166 245 236 20.3

1977 1,433 1,036 1,334 298 397 17.7

1978 1,884 1,356 1,769 413 529 28.0

1979 2,227 1,531 2,027 496 696 31.2

1980 2,693 1,755 2,342 587 938 34.8

1981 3,688 2,476 3,269 793 1,211 32.8

1982 4,465 3,031 3,998 967 1,434 32.1

1983 5,128 3,331 4,702 1,371 1,797 35.0

1984 5,549 3,699 5,276 1,577 1,850 33.3

1985 5,736 3,699 5,477 1,778 2,037 35.5

1986 5,995 3,677 5,619 1,942 2,318 38.7

1987 6,535 4,016 5,984 1,968 2,519 38.5

1988 8,130 4,912 7,226 2,314 3,218 39.6

Source; MAFF, Agriculture, Forest and Fishery Statistics
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6. Number of Livestock and Households

(Unit: 1,000 Head, Households)

Year

Beef cattle Dairy cattle Pig Chicken

No. of 
cattle

Household
raising

No. of 
cattle

Household
raising

No. of 
pig

Household
raising

No. of 
chicken

Household
raising

1971 1,250 1,049 30 3 1,333 925 25,903 1,110

1972 1,338 1,107 36 4 1,248 861 24,537 1,045

1973 1,493 1,191 52 5 1,595 817 23,701 1,004

1974 1,785 1,359 73 7 1,818 890 18,814 1,002

1975 1,556 1,277 86 9 1,247 654 20,939 1,094

1976 1,463 1,196 90 10 1,953 910 26,325 1,237

1977 1,508 1,173 109 14 1,482 689 30,224 1,179

1978 1,651 1,176 136 16 1,719 658 40,753 1,172

1979 1,599 1,092 163 17 2,843 758 41,120 923

1980 1,361 948 180 18 1,784 503 40,130 692

1981 1,312 858 194 28 1,832 425 42,999 628

1982 1,526 896 228 23 2,183 444 46,592 618

1983 1,940 971 275 30 3,649 539 49,239 538

1984 2,318 1,037 334 38 2,958 362 46,483 367

1985 2,553 1,048 390 44 2,853 251 51,081 303

1986 2,370 991 437 43 3,347 262 56,095 282

1987 1,923 854 463 38 4,281 303 59,324 269

1988 1,559 701 480 36 4,852 261 58,467 194

1989 1,536 654 515 36 4,801 198 61,689 145

Source: MAFF, Agriculture, Forest and Fishery Statistics
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7. Production of Assorted Feed

(In metric ton)

Year Total Subtotal Breeding Laying Broiler Swine Dairy Beef Cattle Others

1983

1984

1985

1986

1987

1988

1989

5,851,586

5,984,959

6,451,072

7,675,241

9,018,229

9,826,297

10,403,408

2,245,621

2,064,866

2,309,726

2,639,176

2,933,024

2,947,385

2,992,828

265,789

242,806

276,227

300,327

317,382

262,635

298,698

1,182,352

1,194,328

1,373,135

1,618,005

1,746,501

1,788,519

1,681,900

797,480

627,732

660,364

720,844

869,141

896,231

942,230

2,013,007

1,987,411

1,923,692

2.178.297

2.953.297 

3,603,712 

4,071,563

709,936

852,589

994,282

1,208,477

1,404,234

1,608,423

1,718,739

870,595

1,072,394

1,209,042

1,624,251

1,673,467

1,511,624

1,561,337

12,427

7,699

14,330

25,040

54,207

155,153

128,941

Source: MAFF
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Comments/suggestions made on the Project prepared

Mr Byung 0 Kang, Korea.
(other than those presented by groups)

* Service oriented project - main aim is input supply to 
reduce productivity cost.

* Pressures from USA etc. for import of feedgrains from 
their countries into Korea may affect the project and 
its sensitivity analysis.

* Participation of farmers in management should be built in 
the organisation and management structure - at least in a 
supervisory capacity.

* Wages and salaries would be less if more labour is engaged 
to work in two shifts than to pay overtime to one shift 
workers to pay for additional work.

* Capacity of plant should be fixed on the time it could run. 
Better to have a larger capacity mill than to have a smaller 
capacity mill and asking workers to work overtime.

* Project is different from others presented, procurement is 
from, outside (import of raw materials) and not from farmers.

* Composition of raw materials for feed is not given. No 
product mix is attempted. Purchase price for each product

mix need be given.
* Computation of NPV, cash inflow and outflow requires 

recalculation.

* Assumption on capital costs computation including intt should 
be indicated.

*Preoperative expenses (p 28) should be included in investment.

* A/c Receivables included but inventories and other items 
as per Lee's project should be included.

* Sensitivityanalysis is missing, should be done.

* Basic data could be used in justifying project and cross 
references of annexes included and used will help in 
judging the credibility of project. Data included must be

used in the document.

4th ICA Japan Training Course, IDACA, Tokyo.
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This project proposal is one of the requirement 
for the accomplishment of the Fourth ICA/Japan

Training Course For Strengthening Management of 
Agricultural Cooperatives in Asia funded by the 
Government of Japan and executed by the International 
Cooperative Alliance in collaboration with its 
Member Organisations in India,Thai land,Japan and 
Korea.

This project is undertaken in order to increase 
the farmers income particularly in the New Land 
Development Schemes through cooperative movement 
and to strengthen the cooperatives activities.

I would like to take.the opportunity to express
my gratitude to Mr.M.V Madane,ICA Project Director and
Professor Ramesh Gupta from the Indian Institute of
Management for their guidance.

I am also grateful to the Director General of
Federal Land Development Authority for giving me the 

t

opportunity to participate in this programme.
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The project proposal is to establish a Milk Collecting 
Centre with an initial capacity of 5000 litre per day at the 
FELDA Air Tawar Complex in the'district of Kota Tinggi.
For the past ten years there is an increasing trend on the 
demand for liquid and pasteurized milk in the country.The 
proposed project will be implemented by the FELDA's Air Tawar 
Cooperative with the support and assistance from the 
Veterinary Department and Bank of Agriculture.Organizational 
structure of the MCC will consist of four divisions namely 
Marketing,Processing,Extension and Administration/Finance 
Divisions.
The construction of the Milk Collecting Centre will need for 
one year to complete with a capital investment of $400,000/- 
It will be financed by Bank of Agriculture.

CHAPTER I ABSTRACT
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The demand for liquid milk has increase due to the massive 
campaign launched by the Ministry of Agriculture and the 
Department of Veterinary especially through the electronic 
media for the Malaysian to consume more fresh milk 
especially for the children. Thus this project will 
benefit the farmers in the effort to increase the income. 
Currently the farmers sent their cows' milk to centres 
operated by the Department of Veterinary.
The milk from the centre will be marketed for local 
consumption either through retail shops.direct selling 
or through daily farmer's market.Any excess of milk 
produce by the centre will be sent to any private dairy 
plant in the ciDuntry.
Beside the above activities that could increase the farmers 
income the cooperative through their milk collecting centre 
could supply all the necessary inputs requirement to the 
farmers who are engaged in this project.
By operating for 10 years, the Internal Rate of Return is 
31.15^ and the pay back period is 4 years.



2.1 Overall situation
The consumption of milk and milk products in Peninsular 
Malaysia is about 38 litres liquid milk equivalent per 
capita.This level of consumption is reasonably high 
among the countries in the region.The local milk production 
is still a very small contribution to the total milk 
requirement.Therefore the significant part of the 
supply is based on importation; either as consumer 
products or as raw materials.Importation of raw materials 
milk powder,butter and fat has led to the establishment 
of the manufacturing sector of the industry,producing 
consumer products like condensed milk and baby food.
The magnitude of the milk and milk products market 
has stimulated the development of local milk 
.production.The programme will provide increased 
supply of local fresh milk and at the same time 
will increase the income, of the farmers.
The demand trends of milk and milk products market indicates 
a steady increase, and reasonably good potential for the 
future.

( 5 )

CHAPTER 2 BACKGROUND



Milk and milk products demand is always related 
increase in real income and affluence.lt is therefore 
reasonable to expect the continued expansion of the dairy 
industry within the high value food industry sector, 
with increasing per capita consumption and consumer 
population growth.
While on the total value of milk and milk products 
imported for the past five years is given in table 2.1

Table 2.1. Total Value of Milk and Milk Products Imported

(6)

Year 1985 1986 1987 1988 1989
M$
(Millions) 237 246 282 240' 254

Source: Malaysian Year Book
Liquid mi Ik-has a very small share of the total milk 
and milk products.Only 6% is produced locally.
In-Malaysia fresh cow's milk is consumed mainly by the 
Indian community.There have been complaints made about 
fresh mi Ik,that it is smelly,does not keep well and 
it is not a convenience food.



■Malaysians for many years have been influenced 
of reconstituted milk and milk products,that they 
do not perceive the difference between fresh milk and 
surrogate products.Commercial products have developed 
the product image which have not been achieved by the 
fresh milk market, especially the raw milk.The milk market 
in the country was created by processed mi Ik,the most 
important being the sweetened condensed milk.
The raw milk produce by the fanners are sent to the milk 
collecting centres operated by the Department of Veterinary, 
There are now 40 milk collecting centres.The total milk

• collected by the milk collecting centres for .the past 
five years operated by the Department of Veterinary 
is given in table 2.2.
Table 2.2 Milk Production At Milk Collecting Centres 

Operated by the Department of Veterinary

(7)

Year ' 1985 1986 1987 ' 1988 1989
Litre
(Millions) 20 23 25 26 28
Source: Malaysian Year Book
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It will be noted that these milk collecting centres 
collected around 3000 to 5000 litres of milk sent 
by the farmers daily to the centre.The milk received 
from the farmers by the Department of Veterinary 
milk collecting centres are paid at the current price 
of 80 cents per litre.The centre makes a margin of
5 cents for every litre to meet its operating cost.
If the centre processed these milk into pasteurised 
milk it could sell it at 60 cents per quarter litre 
or at $2.40 per litre in flavour such as strawberry, 
sweet corn and vanilla.
Normally only 25% of the total milk collected by the milk 
collecting centre are turn into pasteurised milk.
About 10^ of the milk collected are consumed as 
fresh mi Ik.While the remaining 65% are sent to 
private dairy plant which processed the milk 
into powder or sweatened mi Ik,cheese .butter,chocolates 
and malted beverage.



The area choosen for the proposed project is FELDA 
Air Tawar Complex. The Complex is situated in the 
district of Kota Tinggi in the state of Johore in 
the southern part of Peninsular Malaysia.lt is about 
40 kilometers from Johore Bharu the State capital.
There are more than 2,000 farmers being settled within 
the FELDA Air Tawar Complex.Most of the farmers are 
engaged in the cultivation of palm oil.While breeding 
of cows either for their milk and meat is one of the 
ways for the farmers to have additional incomes.The 
farmers sold their cows or cattle when they have financial 
difficulties.According to the State Veterinary Department 
there are now about 4165 of milk cattle in the district 
of Kota Tinggi.
While the activities undertaken by the cooperatives in the 
Complex are mainly related with the pianting,harvesting, 
and transportation of the fresh fruit bunches of. palm oil.

(9)
2.2 Area of Project



The farmers exist in conditions which limit their capacities 
and capabilities in dairy farming.They lack knowledge 
and experience in modern technique of dairy production.
They find difficulty in getting loans and credits 
and also difficulty to market their produce especially 
with milk production.Dairy farming and production 
could not be carried out individually unless it is 
run in groups of farmers or through cooperatives 
movement.Beside the above the farmers lack the suitable 
high producing dairy cattle.Since dairy production is 
a highly specialised form of animal production most 
farmers have little or no experience in this field.
The farmers also find difficulties in getting good 
breed of cows for milk production for the numbers are 
limited in the country.

(10)

2.3 Problems Faced By The Farmers



2.4 Need and Justification for the project 
One of the ways to strengthen the cooperative activities 
in this land development scheme is to develop activities 
that could give the farmers additional incomes.
Thus based on the above mentioned problems faced by the 
farmers the dairy development programme if implemented 
could generate additional income to them.
In the district of Kota Tinggi there is no milk 
collecting centre operated by the Department of 
Veterinary and thus it would be viable to set up 
one.
The area selected is near to urban centre of Johore 
Bharu and Singapore and thus fresh milk could be 
marketed to these densely populated area.
A part from this the Johore's Veterinary Department 
have their training Institute for farmers interested 
in dairy farming.Thus it would be convenient for the 
farmers interested in this programme be sent for 
training at this institute.The Institute is situated 
about 60 kilometers from Kota Tinggi.

( 1 1 )



3.1 Objectives
In 1984 the National Agricultural Policy was adopted 
by the Malaysian Government.With regards to milk production 
the policy stipulate the development of locally produce 
fresh milk will be the main target as the supply of the 
liquid fraction of the milk market.
Thus the development of the dairy programme has the 
following objectives:
(i) Increase the income of the farmers through dairy 
development activities.
(ii) Increase local production of fresh milk towards 
meeting the liquid milk marketing demand.

3.2 Area of Operation
The project proposal is to be located in FELDA 
Air Tawar Complex in the district of Kota Tinggi.
This area is selected because it had good 
infrastructure such as good access roads,good supply 
of energy such water and electricity.lt is also 
convenient to collect the raw milk from the farmer 
and to market the milk either to Johore Bharu 
and Singapore.Currently the Veterinary Department ■ 
in Johore supplied about 2 million litres of milk 
to Singapore market annually.

(12)

CHAPTER 3 The Project



(i) Procurement and Processing
The milk collecting centre will purchase all the milk 
produce by the farmers.Mi Ik can be procured from the 
farmer members through the following channels:
(a) Farmers bring milk direct to milk collecting centre.
(b) Farmers send their milk through sub collecting centres 
set up by the cooperatives.
(c) Milk can be collected by transport provided by the 
cooperative.
However about 5 cents per litre will be deducted from the 
farmers for transport charges.
Milk accepted by the centre will be quickly chilled and 
stored either for further processed or marketed.
(ii) Marketing
Marketing of milk plays a vital role in development of 
dairy production.Mi Ik which has been collected and 
processed has to be marketed , so that the farmers can be 
paid.The milk collecting centre will attempt to sell as 
much as possible within the locality of FELDA's scheme 
either through direct selling to household,retai1 shops, 
or through daily farmers" market.Any excess of the milk 
produce by the centre would be marketed to private milk 
producing company like Nestle,Dutch Baby,Premier and 
Dumex.

(13)

3.3. Project Components



Before embarking the proposed project extension work must 
be done.Farmers through their cooperative intending to 
participate in this programme need to have certain 
prerequisites.These include:
(a) Keen interest in animal husbandry in general and 
dairying in particular.
(b) Willing to undertake basic dairy training course for 2 
weeks at the Veterinary's Department Institute in Kluang.
(c) Possess time and labour to be devoted to the dairy 
activities.
Most farmers would find dairy farming as a new form of 
livestock husbandry.lt is therefore advisable for the 
farmers to undergo basic dairy training before participating 
in this programme.The training provides the introduction 
to dairying,the basic knowledge and confidence to start.
This knowledge will improve and expand with experience 
and assistance of constant extension activities on farms.
Tlie MCC will coordinate with the Veterinary Department 
regarding extension services to the farmers.

(14)

(iii) Extension



CHAPTER 4 Details of Operation

4.1 Strategies
The dairy development programme will be focus on the development 
of the milk collecting centre (MCC).It will have the forward and 
backward lingkages and the phases of development are as 
follows:
(i) Establishment of the MCC with an initial collection 
capacity of 5000 litres per day.These include the construction 
of basic facilities and equipment for the MCC.
(ii)Importation of dairy crossbred cattle to supply to the 
participating farmers.Currently about QQ% of the dairy cattle 
production is from the local Indian Dairy type (LID).Proposed 
import crossbred which include Friesians,Jerseys,Friesians- 
Sahiwals and Friesians-LID.
(iii)Create market outlets for fresh mi Ik.Eventually expand 
the market to urban centres such Johore Bharu and Singapore.

(15)



The MCC needs 50 active farmers having at least 10 cows each. 
It is estimated that one cow can produce about 10 litres of 
raw milk per day. Thus the centre can collect about 4000 to 
5000 litres of milk per day from these active farmers.
However MCC can also purchase raw milk from other farmers 
who are non members of the cooperative.
As mentioned earlier farmers participating'in this project 
should be supplied with dairy cows that could give higher 
yield of milk.
They are eligible to purchase dairy heifers and cows 
at $1000/- and $2500/- per head.Through the cooperative, 
bank loan can be arranged with the Agriculture Bank.
The herd size is to be built up in stages, to exceed 10 cows, 
supplies are staggered and based on merit.This is to 
ensure that the farmers has the capacity and capability 
to sustain his cattle in the most satisfactory manner. 
Essentially,the size of the herd,will correlate with 
milk production and income of the farmers.

(16)

4.2. Implement^ition
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The estimated cost of the MCC project is given by the 
following list of tables.
Table 4.1 Estimated Cost For Land and Land Development (M$)

4.3. The Project Operation

*Jo. Item Estimated Cost
1. 
2. 
3.

Cost for 2 acres of land 
Development Expenses 
Cost of road construction 
fencing,gate and other Misc.
Total

$10,000/-
10,000/-
10,000/-
30,000/_

Table 4.2 Estimated Cost of Building and other Civi

No. Item Estimated Cost
1. Factory Building $20,000/^
2. Administrative Building

4

20,000/
3. Cold Room 50,000/-
4. Other Misc.Civil Works 10,000/-

Total • 100,000/-

Table 4.3 Estimated Cost of :Plant and Machinery(M$)
N o . Item Estimated Cost
1 . Milk Acceptance Equipment $20,000/-
2. Pasteurised & Homogenised

Machinery 100,000/-
3. Cooling Tank 40,000/-

Total 160.000/-



(18)

Table 4.4 Estimated Cost of Miscellaneous Assets(M$)
^o. Item Estimated Cost
1. Office furnitures $5,000/-
2. Weighing machine 5,000/-
3. Packing machine 80,000/-

Total 90,000/-

Table 4.5 Working Capital Requirement (M$)
'Jo. Item Estimated Cost

I. Raw Material $2,000/-
2. Chemicals & Consumables 3,000/-

Total 5,000/-

Table 4.6 Capital Cost of Project (M$)
No. Item Estimated Cost
1. Land & Land Development $30,000/-
2. Building & Civil Works 100,000/-
3. Plant & Machinery- 160,000/-
4. Fixed Assets 90,000/-
5 . Margin Money for Working

Capital 5,000/-
5. Contingency 15,000/-

Total 400,000/-
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Table 4.7 Sources of funds for Capital Investment (M$)
*̂ o, Item Amount
1 . Loan from Agriculture Bank

@ 8% per annum $400,000/-

The construction period for the :MCC plant will take
approximately 12 months.Nature of works will include 
the following:
1. Aquisition of land
2. Designing plant and machinery layout
3. Main building construction
4. Installation of processing machinery
5. Electrical Works
6. Coramisioning of plant
7. Commencement of processing



The characteristic of cow's milk are shown as table 4.8 
be 1 ow:
Table 4.8 Characteristics of Cow's Milk 

(Normal Range of Value)

(20)

4.4 Processing

Fat : 3.25 - 6.0%
Solid Non Fat : 8.5 ' - 9.5%
Total Solid ; 11.75 - 14.0%
Freezing Point : -0.53 - -0.55.C
Specific Gravity : 1.028 - 1.031
pH : 6.6 - 6.7
PfflRT : 5 - 6  hours
Source:Dairy Industry in Peninsular Malaysia
Raw milk is pour into clean churn before being taken to MCC.
The raw milk received by the MCC is only accepted at any
point of collection when it satisfies the basic physical
and chemical tests and complies with certain standards of
quality.
Milk samples are sent at regular, intervals to the 
laboratories for chemical and bacteriological analyses to 
monitor the status of milk quality.
However there are a few test need to be done whether the 
MCC received the good quality milk from the farmer.One of 
the tests is the alcohol content of the milk which should be 
80% and the other the specific gravity of the milk which 
range between 1.028 - 1.031.Other laboratory test include 
methylene blue reductase test (MBRT) where sample of the 
raw milk would undergo the test for about 5 hours.



Milk received by the MCC is quickly chilled by. using 
the plate heat exchanger.lt is then stored in the refrigerated 
cooling tank at temperature between 2-4 degree C until 
further process into pasteurised milk or marketed as fresh 
milk either locally or to the dairy plant in the country 
to produce other milk products.The purpose for the raw milk 
to be processed and kept at lower temperature so that 
the milk is safe to drink and it will last longer.

4.5 Pasteurisation Process
For pasteurisation process the raw milk which had being 
chilled will be pumped from the cooling tank into a balance 
tank.From the balance tank the milk is pumped at a rate 
regulated by a flow controller to the regenerative heat 
exchanger.The milk is then clarified, fiItered,homogenised 
at the pasteurising temperature of 73 degree C for about 
15 seconds.Fat content in the milk are dissolved during 
homogenised process.Mi Ik is then cooled through the heat 
exchanger.lt is then kept under the temperature between 
3-4 degree C before being packed.The processing chart of 
pasteurisation of milk is shown on daigram 4.1

( 2 1 )
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Diagram 4.1 Pasteurisation Process of Milk,

1 Balance tank 6 Holding
2 Flow control 7 Automatic flow diversion
3 Regeneration heating 8 Cooling
4 Filter/homogeniser/ 9 Chilling 

clarificr/separator 10 To packaging or storage
5 Final heating 11 Hot water set



4.5 Marketing
In the initial stages of development the MCC will process 
about 3000-5000 litres of milk daily.Out of this 65% will 
process into pasteurised milk and 25% will be produced as 
fresh mi Ik.The MCC will attempts to sell as much as possible 
the milk produce within its own locality either as raw milk 
or pasteurised mi Ik.It will be sold direct to household 
within FELDA's Complex,FELDA's Trading Corporation Shops, 
Cooperatives and Daily Farmer's Market.A marketing commission 
will be incured about 25 cents per litre of milk disposed 
through wholesalers.

4.6 Other Services
Beside providing the forward services by the MCC for the 
benefit to increase the farmers income through the 
dairy development programme the MCC will also render the 
the backward lingkages of the dairy activities so that 
the farmers production will be increased from time to time. 
The services to be offered are as follows:
1.Payment services.
2.Veterinary Services.
3.Artifificial Insemination Services.
4.Extension and Advisory Services.
5.Supply of Crossbreds.
6.Bank Loans.
7.Credits for Supply of Feed and Dairy Equipment.

(23)



Payment on the milk purchase by the centre will be 
made to the farmers twice a month and any credits taken 
by the farmers from the MCC with regards to inputs 
will be deducted from the payment.
The whole operation and package deal given by the MCC 
through the cooperative provides the necessary services 
for the development of the dairy development programme. 
This is summarised as shown in table 4.9 below.

( 24 )

Table 4.9 Services Provided by MCC

Backward Lingkages

Veterinary Services
Artificial Insemination 
Services and Breeding
Feed supply
Agronomy
Extension and Advisory 
Services
Supply of Crossbred 
Bank loans

MCC Forward Lingkages

Collection of Milk 
Testing of milk

Cooling of milk 
Storage of milk 
Packing of milk

Marketing of milk 
Payment Services

The MCC will work closely with the Veterinary Department, 
FELDA,Cooperative Department and Agriculture Bank in order 
to render the above services to the farmers.
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CHAPTER 5 Organisation and Management

5.1 Management of MCC
The management of MCC will provide the overall involvement 
of the farmers especially in matters related to their own 
interests and affairs.However the overall management of the 
MCC is shown by the following organisational chart:

Figure 5.1 The Organisational Set-Up of MCC

Board of Director

Manager

Production Marketing Extension Administration/
Supervisor Supervisor Supervisor Finance Supervisor

The Manager is .responsible for the overall management 
of the MCC.He reports to the Board of Director of the MCC.
The Board of Director consist of a Chairman,a Vice Chairman, 
Secretary, Treasurer, 12 Committee Members and two Auditors. 
The members for the MCC’ Board of Directors are elected by the 
farmers members during the annual general meeting of the MCC. 
The organisational set up of the MCC can be divided into four 
main divisions.They are the Production,Marketing,Extension 
and-Finance/Administration Divisions.



The following table show the list of staff to be recruited 
by the MCC with their estimated salaries and wages.
Table 5.1 MCC Staff salaries and wages .

(26)

No,

1 .2.
!3.
4.

Position

Manager
Supervisor
Clerk
Labourer

Number

1
4
1
2

Other expenditures

Total

Salary 
(Per.Month)
$1,000/-

500/-
300/-
200/ -

Sa1ary 
(Per.Year)
$12,000/-
24,000/-
3,600/-
4,800/-

5,600/-

50,000/-

Each division reports directly to the Manager of MCC. 
The overall functions of each division are follows:

1.Production Division.
This division is responsible for the procurement of milk from 
the farmer members and processing the milk for the farmers. 
Thus it is the most important division of the MCC.Once the 
milk is received by the MCC it is tested for grading the 
quality of milk for purpose of payment to the farmers.
The milk is then chi 1 led,processed and stored.
This Production Division will have 3 staff namely the 
Supervisor,two General Labourers.



2.Marketing Division
The function of the Marketing Division is to market 
as much as possible the product of the MCC.The Marketing 
Division will attempt to sell as much as possible the MCC 
products within the locality of FELDA's scheme.It will 
sell through direct selling to household,retai1 shops. 
FELDA"s Trading Corporation Shops,Cooperatives and 
Daily Farmer's Market.However the Division will make 
direct dealing with private dairy plant to market 
excess milk of MCC.Initially the Division will be staff 
by one Marketing Supervisor.

3.Extension Division
The role of the Extension Division is to ensure that the 
farmer produce as much raw milk as possible for the MCC.
Thus the role of the Extension Division will be the backward 
lingkages of the MCC.This will include veterinary services, 
advisory services,artificial insemination services and 
any services that will lead to increase in the production 
and income of the farmers.lt will be staff by one Extension 
Supervisor who is a veterinarian.He will work closely with 
Veterinary Department to advise the farmer to increase their 
milk production from time to time.

(27)
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4.Administration/Finance Division
This Division will function as back up services.lt will record 
and make payment to farmers on the amount of milk purchase by 
the centre.The Division will have one Finance/Adiministration 
Supervisor and one Clerk.The Division will be responsible for 
matters pertaining to daily running of the MCC.These include 
administration.personnel,finance and records of payment made 
to farmers member.The Division will prepare the annual budget 
and Statement of Account for the MC(’ for each financial year 
to be tabled in annual general meeting.



Investment is an economic activity where the employment of 
funds with the expectation of receiving a stream of benefits 
in future.Project investment involved certain activities 
executed within a specified period of time in order to 
accomplish the purpose objective.Thus in financial analysis 
is to examine the extent the investor will realize its profit 
whether it will be worth investing or not.

6.1 Basic Assumptions
Basic assumptions used in the financial analysis are as follows;
i) Project period is 10 years including 1 year for construction 
of MCC.
ii) Price of raw milk and price of fresh and pasteurised milk 
are based on the current prices.Price of raw milk is 80 cents 
per litre while price of fresh processed milk is 85 cents per 
litre and the price of pasteurised milk is $2.40 per litre.
iii) Transport and marketing charges is charged 30 cents per 
litre.
iv)Chemical and Consumables including packaging is 80 cents 
per kilo.This is for production of pasteurised milk.
v) Initial investment is $400,000/- (Malaysian Ringgit) loan 
from the Agriculture Bank at 8 % per annum.
vi) Working Capital is $10,000/- for raw material and 
consumable.

(29)

CHAPTER 6 Financial Analysis



Based on the above assumption the following are values for 
each of the measurement made: 
i)Pay back period 4 years

ii)Internal Rate of Return 31.15%
iii)Nett Present Value @ 8% $459,000/-

@15% $235,000/-
@20% $133,000/-

iv)Break Even Point 1st year - $1,516,000/-
As % of sales 63%

v)Sensitivity Analysis:
a)Pasteurised milk down by 5 cents

Payback period- 5 years 
IRR- 15.2%

b)Capital cost increase by $500,000/-
- Payback period- 5years 
IRR- 21.7%

c)Pasteurised milk up by 5 cents
Payback period- 3years 
IRR- 41.5%

For more details of financial analysis see appendices.

(30)
6.2 Project Viability



The MCC Budget for the first 5 years of operating are as 
foilows:
Table 7.1 MCC 5 Year Budget

(31)

Chapter 7 Budget

No. Item Operating Years
1 2 3 4 5
1 2 3 4 5

1 . Revenue - 2329 2329 2329 2329
2 . Expenditure 400 2258 2261 2264 2267
3. Income -400 135 132 129 126

Figures in Malaysian Ringgit ('000)

For more details see financial analysis



If this project is successful implemented it will have the 
following effects;
(i) The direct effect on the implementation of this project 
is the creation of value added to the production of milk 
by the farmers.As shown in the analysis of Cashflow based on 
dairy, farm size for smallholder farmers having 10 to 20 cattle 
can earned additional income between $400/- to $800/- per month 
respectively.This does not include the profit made by the MCC 
on its operation.
(il) The project would develop the dairy industry in the country 
and if it was run through cooperative movement it will thus 
strengthen the cooperative movement.
(iii)The project will also help the country to reduce the 
importation of liquid milk and milk pi'oduct and thus will 
reduce the country budget on importation of these products.
(iv)On the assumption that the interest rate- is 8% per annum 
for $400,000/- loan from the Agriculture Bank the project 
which gives Internal Rate of Return of 31.15% and Net Present 
Value of $459,000/- is feasible for the Cooperative to invest.

(32)

Chapter 8: Recommendations



Appendix (i) MCC Financial Analysis 
Appendix (ii) MCC Sensitivity Ane.lysis 
Appendix (iii) MCC Cashflow/ Payback/ IRR/ NPV 
Appendix (iv) MCC Break-Even Point
Appendix (v) Population of Milk Cattle in Peninsular 

Malaysia
Appendix (vi) Cashflow Smallholder Dairy Production Unit 
Appendix (vii) Quantity of Liquid Milk Imported

Appendixes
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fiPre/vopc

Year

Payback Period Cosputation:
i I •j 5 6 B 10

Fixed Expenses 71 74 77 80 64 B7 91 95 99 104
Variable expenses 2187 2137 2187 2107 2430 2430 2430 2-30 2430 2430
Revenue 2393 2393 2393 2393 2659 2659 2659 2659 2659 2659
Contributrion 206 20a 206 206 229 229 229 229 229 229
Contribution Kargin e.oi 8.6X B.6X I M 8.6^ ■ 8.6a B.6V B.6X S.6i 8.6 a

as I of 5die5
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/iPreA/o/x (y)

Popuiation of Milk Cattle in Peninsular Halaysia

Over 3 years Under 3 years

State Male Feiiiale Hale F'esiale Total

Joiiore 410 5666 247S 4901 13455

Kedah 429 3205 1650 2373 H i!
Kelantan 32 129 56 140 357

Heldka 235 27B6 1350 1865 6238

K.Sssbiian 1416 4856 4090 6862 17224

Pahang 56 451 277 336 ' 1120

Pulau Pinanq 152 1075 65C 1174 3051

Perak 1194 S623 55S8 :.0555 25960

Peri is 68 730 265 373 1436

Selangor 1713 10108 6294 :.0651 28766

Trengganu 3 206 95 150 454

W.Persekutuan 34 310 197 21S W i

Total 5742 38227 22990 :n59S 126557

Source; Livestock Statistics ninistry of Agriculturs
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Comments/suggestions made on the Project prepared 

by Mr Abdul Razak,Malaysia.

(other those presented by the groups)

* Entire capital is to be raised by loans. Member 
participation to involve them in the activity will be 
necessary.

* After lactation period, number of cattle may increase.
So also yield of milk will go up. These should be kept 
in mind.

* Membership of MCC should not be linked to quantity of
milk. Both samll and big suppliers of milk should be included.

* As milk is being introduced as a new commodity in the 
project area, in the initial period till the demand picks 
up from small consumers, bulk buyers would be useful.

* The margin between sale and buying price is very low.
Economics should be worked out.

* Payment schedule of once in 15 days may not help small farmers
* Refrigerated vans for transport of milk from collection 
centres to chilling plants may be necessary.

* Cash budget and repayment schedule to be worked out.
* 10% loss estimated looks on the high side.
* Salaries estimated are too low compared to Malaysian 
standards. Needs rechecking.

* Backward linakges costsand working capital basis need 
rechecking.

4th ICA Japan Training Course, IDACA, Tokyo.
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CHAP TEH I

1. SUmRY

The Pepper P ro cessin g  and M arketing C ooperative Of 

D is t r ic t  Kota T inggi i s  the p ioneer in terp reted  

C ooperative in  th is  d i s t r i c t  and country . I t  i s  

lo ca ted  in  Felda A ir  Tawar 5 , 20 K ilom eter from 

Kota T in gg i Town.

The fa r m e r s /s e t t le r s  in  t h is  d i s t r i c t  have a good 

p o te n c ia l land to c u lt iv a te  more pepper. From t h is  

a rea , in  fu tu re  can su pp ly  jiepper fo r  P en in su la r  

M alaysia ,

In  order to  in crea se  more pepper production , the  

in terg r a ted  coop era tive  must e s ta b lis h  in  t h is  area . 

T his p r o je c t  w il l  in cr ea se  income o f  the farmer&t

To e s t a b l is h  th is  p r o je c t  S ] , 1 1 0 ,0 0 0 .0 0  c a p ita l  

are r e q u ir e . This can be loan from the Banker 

F in a n c ia l I n s t i t u t io n .  With th is  amount o f  c a p ita l  

the p r o je c t  w i l l  su c c e s s  and ^ive n e t t  p r o f it  $ 7 .3  

m ill io n  w ith in  10 y e a r s . A ll  t h is  w i l l  retu rn  

back to  the farm ers/owners o f  t h is  co o p e r a tiv e .



2.I0 Background.

Pepper which i s  commonly known as b lack  pepper has 

been c u lt iv a te d  in  M alaysia for  more than a cen tury .

I t  i s  a most a g r ic u ltu r a l crop o f  which has o m o  put 

M alaysia in  the s p ic e s  world among the la r g e s t  pepper 

producer in  the w orld. (Table l )

Over 99^ o f  Malajrsia pepper o r ig in a te s  from th^ s ta t e  

o f  Sarawak, the balance from Sabah and Johore,

M alaysia pepper, p a r ticu la ry  those from Sarawak, i s  

fo r  export and dom estic consumption i s  n e g l ig ib le .

In  recen t y ea rs , M alaysia has d e c lin e  o f  pepper 

c u lt iv a t io n .  Pepper c u lt iv a t io n  in  Sarawak in  1980 

was about 10 ,000  h ecta re . But now o n ly  6,000 h ec ta re .  

In  Johore in  1980 area under pepper c u lt iv a t io n  was 

1 ,000  h ectare  but in  I 988 on ly  63 a c r e s .

Acreage Of Pepper P la n ta t io n  In  

S ta te  Of Johore 1086 -  1088 (a c r e s )

D is t r ic t  1986 1<^7 1988

Johor Bahru 15 1987 30

Kota T in gg i -  4 22

Kluang 12 9 11

P on tian  7 -  -

Segamat 7 -  “

T o ta l : 4 1  29 63

2. INTRODUCTION

.. 2/-



The d ecrea sin g  trend o f  pepper production  in  the p ast 5 

years has in d ica te d  th a t the peppar in d u stry  in  t h i s  

country i s  fa c in g  se r io u s  problems. These problems came 

from both  w ith in  and out o f  the s t a t e .  The u n lu cra tiv e  

and f lu c tu a t in g  p r ic e s ,  brought about by the depressed  

in te r n a t io n a l market in  recen t years was probably the 

most im portant fa c to r .  The s i t u a t io n  was worsened by the 

over in c r e a sin g  c o s ts  o f  in p u ts such as f e r t i l i z e r ,  

p e s t ic id e s  and lab ou r. This has u lt im a te ly  caused many 

pepper farms in  the s ta te  to  be abandoned, e s p e c ia l ly  

during the period o f  1980 -  1983* (T able 2 show range 

and compajrative pepper p r ic e  )

Although th ere  has been a rather stead y  in cr ea se  in  p r ice  

s in c e  the end o f  1983 through to 1985, th ere was no 

s ig n if ic a n t  r e r iv a l o f  the pepper in d u stry  in  the form o f  

new p la n tin g s  or r e p la n tin g  in  the country . I t  i s  thus  

obvious th at b e s id e s  b ein g  u t t e r ly  ca u tio u s  on ven tu rin g  

back in to  pepper c u l t iv a t io n  on the part o f  the farm ers, 

there were other e x is t in g  se r io u s  l im it in g  fa c to r s .  One 

o f  th ese  fa c to r s  i s  the fo o t  ro t d ise a se  idiich had tak en , 

and i s  s t i l l  tak ing  a heavy t o l l  on the lo c a l  pepper 

in d u str y . This d ise a se  remains u n c o n tr o lla b le  in  most 

o f  the a f fe c te d  a r e a s .

.. 4/“



A nother problem i s  the nematode in f e s t a t io n  idiich le a d s  

to  g en era l y ie ld  d e e lin e  in  many pepper farms in  the 

s t a t e .  The se r io u sn e ss  o f  the nematode problem has been  

reco g n ised  a s  second on ly  to the fo o t  ro t d is e a se .

Other problems such a s  the shortage o f  SiUitable la n d , 

u n sa t is fa c to r y  agronomic p r a c t ic e s ,  p u r ity  o f  v a r ie ty  and 

so on a ls o  from part o f  the complex s i tu a t io n  that le a d s  

to  a graducal d e c lin e  in  pepper prod u ction . As a result 
many pepper fanners sw itch  to other more p r o f ita b le ,  

lo w -r isk  crop s. Cocoa was the most a t t r a c t iv e  o p tio n  

a v a ila b le  to them. In tercrop p in g  o f  cocoa among e x i s t in g  

pepper v in es  where e v e n tu a lly  cocoa would predominate i s  

not an uncommon s ig h t  now.

2 .2 ,  Area o f  Fro.iect

, T his p ro jec t i s  fo cu ssed  on the c u lt iv a t io n  o f  pepper a t  

the D i s t r i c t  o f  Kota T in g g i in  the S ta te  o f  Johore. The 

c u lt iv a t io n  o f  pepper in  the d i s t r i c t  i s  ca rr ied  out by 

group o f farm ers; com prises o f  the F elda S e t t le r s  and 

the tr a d it io n a l v i l l a g e r s .  (T able 5 ishow the p op u la tion  

in  t h is  D i s t r i c t .

*« 5/“



The pepper c u lt iv a t io n  i s  on ly  a su b sid ia ry  a c t iv i t y  t® 

the farm ers. They have other primary farmingg such a s  

the c u lt iv a t io n  o f  palm o i l ,  rubber and cocoa.

Pepper i s  grown a t  a a n a ll s c a le  by the farmers because 

the production  o f  t h is  crop requirfs a very h igh c o s t .  

R esearch done by M alaysia A g r icu ltu ra l Research D evelop

ment I n s t i t u t e  (MARDI) and the A g ricu ltu re  Department 

shows the c o s t  needed $ 6 ,0 0  to produce 1 k i lo  o f  pepper 

i f  i t s  c u lt iv a t io n  i s  done on commercial b a s is .

To the farmers and the s e t t l e r s  fttm ily the c u lt iv a t io n  

o f the pepper does n ot requ ire a ’rery high c o s t ,  a s  i f  

i t  i s  done com m ercially . Cost to the faimer o n ly  $3»50  

to produce 1 k i lo  pepper.

The involvem ent o f  the s e t t l e r s  in  the c u lt iv a t io n  o f  

pepper i s  due to various reason :-

( i )  The s e t t l e r s  have an u:rtused sahomos land  

to  be c u lt iv a te d .  This land i s  su ita b le  

fo r  pepper.

( i i )  The s e t t l e r s  have s u f f i c i e n t  workman powe^' 

(lab ou r) from th e ir  ovm fa m ily . This a lso  

help  to reduce the production  labour cost*

( i i i )  The s e t t l e r s  guidance and know-how from 

the MARDI and th e A gricu ltu re  Department 

p erta in in g  th e problem o f  d is e a se  and p e s t .



( iv )  The h arvested  pepper can be kept up to 2 

years fo r  b lade pepper and 10 years fo r  

the w hite pepper.

(v ) There i s  always a deiand fo r  the pepper 

and i t  i s  very e a s i ly  marketed.

( v i )  There i s  loan f a c i l i t i e s  provided by the 

A g ricu ltu re  Bank. U n til now $ 9 0 ,0 0 0 .0 0  

loan  by t h i s  banit to  the farm ers.

( v i i )  The pepper c u lt iv a t io n  i s  a lso  su b s id ise d  

by the Government v ia  A g ricu ltu re  Dgfpart- 

ment in  the form o f  f e r t i l i z e r / s e e d s  

breeds and in s e c t i c id e ,

( v i i i )  S u p erv is io n , guidance and know-how i s  

a v a ila b le  from the F e ld a 's  O ff ic e r s  in  

the scheme.

( ix )  The M arketing Board o f  Pepper C u lt iv a t io n C  

h elp s  in  the m arketing o f  pepper. The 

Board p rovid es in form ation  regard ing the 

p rice  o f  the pepper w eekly in  the F e ld a 'g  

S ch em e/O ffice.

(x ) The c u lt iv a t io n  o f  pepper w i l l  h e lp  to  cover  

th e ir  lo s s  or support them i f  th ere  i s  a 

drop in  the production  o f  th e ir  primary 

c r o p s /c u lt iv a t io n .

,. 7/~



As fo r  the tr a d it io n a l farmers th e ir  in t e r e s t  in  the 

involvem ent o f  pepper c u lt iv a t io n  ia  a lso  due to  the 

same reasons except that they do not have c e r ta in  

o f f i c i a l s  a s  Felda* s O ff ic e r s  to  guide and provide  

the know-how to them. Anyhow, guidance and a s s is ta n c e  

w i l l  be taken care o f  s e r io u s ly  by the D is t r ic t  

A gricu ltu re  Departmento

Acreage o f  Pepper P la n ta tio n  in  Felda and T ra d itio n a l 

V illa g e  in  the d i s t r i c t  o f  Kota T ingi^  -  1989:

Ho. F la ce

1, Felda A ir  Tawar 1

2, Felda A ir Tawar 2

3 , Felda A ir Tawax 3

4 , Felda A ir Tawar 4

5 , Felda A ir Tawar 5

6o Felda S en ing

7. Felda Semencu
8 . Felda Sg. Mas
9. Felda Sim pang Waha

10, Kg. S e t ia  Jaya

l lo  Tanjung S e r in d it
12, Kpg, Baharu

T o ta l :

Acre

0 .5

3 .1

2 .5  

1 .13
26.65
15.00

2 .46
2.00

4 .5  

3.00 
2.00  

5.00

Farmers

8
17
Cr>K
6

55
30

6

3 
20

6

4 
10

67.84 (2 7 .4 6  h ectar) 174

Source A gricu lu tre  Department

.. 8/-
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With the present s i t u a t io n  o f  the pepper c u l t iv a t io n ,  the 

GovernaeAt i s  now co n sen tra tin g  c u l t iv a t io n  o f  pepper in  

the D is t r ic t  o f  Kota T in gg i e s p e c ia l ly  among the s e t t l e r s .

Table below shows the a l lo c a t io n s  provided to h elp  the  

fa r m e r s /s e t t le r s .

Government Programme For Pepper 
In  D is t r ic t  Of Kota T in gg i (19^0 -  1995)

Years

1990

1991

1992 

1995

1994

1995

T o ta l :

New Area (Acre) Farmers

15

29

29

24

14

14

125

30
45

45

50

30

30

230

Budget

$ 20, 020.00 

$255 ,2 0 0 o 0 0  

$255,200.00 
$211,200.00  

$ 1 2 3 ,2 0 0 .0 0  

$123,200.00

$988,020.00

Source : A gricu ltu re  Department ^

The c u lt iv a t io n  o f  pepper in  the F elda’ si Scheme waa ca r r ie d  

out by th e fa r m e r s /s e t t le r s  in  1987.

The production  o f  pepper in  th is  D is t r ic t  i s  expected  to 

in crea se  from year to year with the in cr ea se  o f npmbers o f  

the crops th a t reach m atu rity  and a ls o  w:lth the in cr ea se  

o f  the acreage o f  land c u lt iv a te d  with p€ipper.

. .  9 / -



The production  may in crea se  fa r  above th a t i s  exp ected , 

i f  some o f  th e  about 600 acres  o f the land under e l e c t r ic  

Cable l in e  i s  done in t e n s iv e ly  by the s e t t l e r s  under t h is  

p r o je c t .

At present on ly  a sm all s e c t io n  o f  the land i s  p lan ted  

with pepper and the r e s t  i s  p lan ted  with v a r io u s  cash  

crops such a s  banana, ta p io ca  and c o f fe e .  The owner o f  

the land concerned i s  ex p ectin g  to  change th e ir  crops i f  

th is  p r o je c t  i s  a b le  to  show th a t the c u l t iv a t io n  o f  

pepper by the farm ers has shown a good returno

This i s  a c tu a l ly  one o f  th e  aim o f t h i s  co o p era tiv e  th at 

i s  to h elp  in cr ea se  the income o f  pepper c u lt iv a to r s  and 

change the c u lt iv a t io n  o f  th e ir  crops to  a more p r o fl’i'able  

ones.

2 .3 .  Markting

At presen t pepper i s  marketed by the c u lt iv a to r s /fa r m e r s  

via: -

, l )  To s e l l  to ■viiolesaler o f  pepper in  the
scheme or o u tsid e  the scheme.

2 ) To s e l l  d ir e c t  to  th e grocers and re sta u ren ts

a f t e r  making th e ir  o;m jack in g  and g r in d in g ,

10/-
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The farm ers a t  p resen t are o ffe r e d  a s e l l in g  p r ic e  a s  

below: -

1) B lack pepper a t  $ 4 .0 0  -  $ 4 .50  per k g .

2) White pepper a t  $ 5 .0 0  >- $ 5 .50  per kgo

The p r ice  o ffe r e d  i s  u n sta b le . There are tim es when

the p rice  i s  lowered due to  the low  q u a lity  o f  the

pepper pi’oduced.

2 .4 .  Problem Faced By the Faimera

The farmers b a s ic a l ly  are very in te r e s te d  in  the 

c u lt iv a t io n  o f  pepper. But thore are always problelSa 

th a t they have to face: -

1 ) The u n s t a b i l i t y  o f  tlie p r ic e  o f  pepper 

a t  the market. The r is k  and p rice  f a l l  

o f  pepper i s  beyond co n tro l and i s  

determ ined by the m iddle man or traders#

2 ) Hard wood p o st fo r  the pepper i s  not 

ea ,g ily  o b ta in e d /a v a ila b le  and a lso  v e ry  

c o s t ly  ($ 7 . 00) ,  There are farm ers who 

are u s in g  support that cou ld  on ly  l a s t  

fo r  5 years or 6 y ea rs , where by they  

should be a b le  to  l a s t  fo r  15 to  20 years  

which i s  the l i f e  sjan  o f  a h ea lth y  v in e .

5) Pepper c u tt in g  are a ls o  very ex p en sive  

i . e .  $3.00  “ $ 4 .0 0  each.

.• 11/—
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4) Some o f  the farmers are lack o f  knowledge 

in  m ain ta in ing  o f  the crop e s p e c ia l ly  

where d isea se  and p est are concernedo

5) Farmers are a lso  faced  by the s p ir a l l in g  

input c o s t s ,  p a r t ic u la r ly  o f  f e r t i l i z e r  

and ch em ica ls ,

6) Lack o f c a p it a l ,

7) Wind damage because the post i s  not stron g  

enough*

The way to  so lv e  t h is  problem, in terg r a ted  coop erative  

should be organ ise  in  t h is  a rea .



Id

Looking a t the problems faced  by the pepper c u lt iv a to r s ,  

i t  i s  b elieved /h op ed  th a t a Pepper C ooperative in  th is  

a rea , w i l l  h e lp  to in crea se  the le v e l  o f  income o f  the 

farm ers.

With th is  co o p era tiv e , Government hopes to improve the 

pepper c u lt iv a t io n s  and so to make the pepper in d u stry  

o f  the S ta te  o f  Johore e s p e c ia l ly  th a t o f  Kota T inggi 

a su c c e ss .

The idea  to introduce the in terg r a ted  coop erative  i s  

b e lie v e d  to  help  to m otivate the pepper c u lt iv a to r s .

As fa r  a s  i t  i s  concerned, not such a s  an in terg r a ted  

coop erative  and value a d d it io n , e x i s t .  I t  i s  hoped 

th a t , o th er  coop erative noRrby w i l l  fo llo w  the example 

o f  the in terg r a ted  co o p era tiv e , in trod u ced .

2.5• Meeda and Justifications for the Project



3 , INTERGRATED PEPPER rROCBSSINC'r AND Î lARKfiTING

3.1« P ro .iect O b.iectlve

By e s ta b lis h in g  t h is  coop erative with the a c t i v i t i e s

a s  fo l lo w s : -

( i )  To buy a l l  the p ixxiuction  o f  the pepper 

from the pepper c u lt iv a to r s  whether 

they are the memters o f the coop erative  

or n o t.

( i i )  To s e l l  the pepper produced to  the 

w h o lesa le , the m anufacturer, the 

shopkeepers/grocers and to  pepper 

ex p o r ter s .

( i i i )  To manufacture the pepper in t o : -

1) Black pepper powder

2) White pepper powder

( iv )  To do the packing o f  the pepper
. b efore  they are so ld  to  the shop

k eep ers /g r o cers .

(v ) To supply the a g r ic u ltu r e  inputs to 

the members with the' p r ice  same as  

th a t i s  o ffered  by the lo c a l su p p lie r s .  

Reducing the co st o f in p u t.

With t h is  a c t i v i t i e s  the maj.n o b je c t iv e  o f  t h is  

coop erative  to  in c r e a sin g  the farmers incomes 

w il l  be a c h ie v e s .

- 13

CHAPTER III

.. 14/-
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This coop era tive  w il l  be; p laced  nearby th e area o f  

pepper c u lt iv a t io n  a t  the Felda Scheme o f  A ir Tawar

5 .

At the area concerned, facilities as below are 
already available#

( i )  Proper road with telephone f a c i l i t i e s .

( i i )  Ample e l e c t r ic  supp ly ,

( i i i )  Clean water supply,.

( iv )  Nearby se ttlem en t area which make e a s ie r

fo r  lod g in g  and labour supply. C ooperative  

i s  not required to  provide lo d g in g  fo r  

the workers,

( v) The tra n sp o rta tio n  o f  th e  pepper to  the  

coop era tive  i s  made ea sy  a s  every  

c u lt iv a to r  owns a m otorcycle/m otorb ike.

( v i )  Market i s  e a s i ly  a v iiila b le  from the towns. 

The n ea rest town i s  a t  about 20 km.

and the d ista n ce  to Singapore i s  on ly  

70 km,

( v i i )  F a c i l i t i e s  l ik e  S ch o o ls , C lin ic s  and 

Mosque are a lso  a v B ila b le ,

3.2. Location Of The Pro.iect

. .  1 5 / -
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Based on the pepper production  t h is  coop erative  w i l l  

s e t  up a p ro cess in g  u n it  vdth c a p ic ity  o f  1 m. to n / 

hour fo r  grading and c lea n in g , 500 K g ./d a y /s  hours 

g r in d in g  machine and storage  w ith 20 m. tan ca p a c ity . 

This machinery e x is t in g  in  the lo<jal market,

3 ♦4. Proc?Arement

The procurement o f  pepper i s  very im portant s e c t io n  

because the q u a lity  o f  end product depends on the 

q u a lity  o f  raw m a ter ia l.

The pepper from the farm ers must t e  very dry. Two 

ty p es o f  pepper w i l l  be purchased from the farmers

-  b lack  pepper and white pepper. Payment w i l l  be 

made everyday to the farm ers. (T able 4 : E stim ation  

Of Pepper Production  In  Kota T in g g i) .

5• 3. Components Of The Pro.iect

,. 16/-
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3 .5 .  PROCESSING OP BLACK AND WHITE PEPPER

____________ BY THE FA R m S____________

PEPPER BERRII3S

Matures B e r r ie s  
(Green)

i
D espik ing

Drying

■ /
S o rtin g  a t  Farm 

S ep aration  C leaning

S o rtin g  andCrading  

' /
Packing Black Pepper

Mature Ripe B err ie s  
(Y ellow ish  Green/Orangered)

I
R ottin g

I
S ep aration  o f  S ta lk  & Sk in

C leaning —
Soaking

Drying

S o rtin g  and Grading

Packing White Pepper

C ooperative

Procurement
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The pepper packing: --

3.6. PacJslns

( i ) 50 K g./gunny bag V/hite b lack  pepper

( i i ) 1 ?vg./ p l a s t i c  packet Ground pepper

i i i ) 50 Q m ./bottle Ground pepper

( iv ) 30 G m ./b ottle Ground pepper

(v ) 5 G m ./p la stic  packet ~ Ground pepper

Gnnny bag p^ckin?? in  the coop erative  Inn ].ding and ground 

pepper packing w il.l nm  by the-Women ABrsosication/F'ftTTfierR' 

Wives A,F!sociatj on.

Packing process w i l l  lo s s e s  57̂ .

IB /-
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3•7. Marketing

Marketing o f  pepper carried  out by coop erative i t s e l f  

and giiidance from Pepper Marketing Board o f  M alaysia ,

Two types o f  m arketing operation  system  as shown 

below :-

( i )  Marketing in  bulk ( 50 K g,/gunny).. This 

moi'e in  trad in g  a c t i v i t i e s .  M arketing  

through exp orter  tradf.TS in  S ingapore,
I

Food In e t itu t io n . «nd X n iiu str ies .

( i i )  M arketing in  sm all p 'jok /b ottle  through d e a le r , 

w holesale and shop k eep er. Market through 

Felda Trading C orporation and Felda V/omen 

A ssociation/Com m unity.

R e ta ilin g  price  fo r  marketing as below: -

RETAILING PRICE

Quan'titv
ealer/W hole- 
s a le  P r ice

R e t a i l  Shop 
K eeper P rice

Consumer
P r ic e

50 Kg. $ 500.00 _

1 Kg. $ 10.00 .112.00 S1 5 .OO

100 Gm. $ 1 .8 0 $ 2 .00 s 2.50

50 Gra. $ 0, 90{>> $ 1 .10 » 1 .5 0

50 Gm. $ 0 . 70/. $ 0 .800 $ 1.00

5 Gm. $ 0.300 S 0.150 $ 0.200
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fEPPER GOHSUMfTlOM IN PEMINSUL.<\R MALAYSIA

1985 1990

Food I n s t i t u t io n  200 MT {AOi) 599

Household 175 HT (35/o) 525

In d u s tr ie s  125 MT (29X0 315

TOTAL : 500 MT 1499

Average Household Consumption : 35 gm /person/year

P opu lation  in  P en insu lar M alaysia 1989 : 15 M illio n

* Estim ated v a lu e s .

Source : Pepper Marketing Board

According to t h is  consumption arnd import m arketing w il l  

run sm oothly,

•IMPORT PEPPKR FOR JOHORi; STATE (Kg.)

_________(1906 - 1989) ______ _

Years B lack Pepper V/hite Pepper T ota l

1986 1 ,9 8 1 .9  18,17 5.8  2 0 ,1 5 8 .7
1987 1 6 ,0 0 0 ,0  36 ,320 .0  5 2 ,3 2 0 ,0

1988 32 ,430 .2  9 9 ,3 1 2 .8  131,743-0

1989 1 9 ,0 0 6 .0  117 ,240 ,0  1 3 6 ,246 .0

Source : Pepper M arketing Board
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4. ORGMIZATION AMD MMAGMiiMT

To ach ieve the o b je c t iv e  dep en ls on th ree  components 

o f  the coop erative:

( i )  Members

( i i )  Board Direc1;or

( i i i )  M anager/staff (Management PeopXe)

4.1« Organisational Structure

CHAPTER IV



21 -

'I• 2. Function Of The Organisation

Members

Board Of D irec to rs

M anagera en t/B x e ou t  iv e  - 

Body

-  The ovmer o f  the p r o je c t and 

pepper producer.

” R ep resen tives o f  managing the 

O rganisation  of the co o p era tiv es

To Tianage the coop erative and 

ach ieve the o b je c t iv e  in  

accordance with the policy- 

f ix ed  by the D ir e c to r s .

Task Of The O rganisation

i )  Members

-  Pepper c u lt iv a t io n  imjf̂ t be in  good co n d itio n  and 

produce good q u a lity  pepper.

-  S e l l  the pepper to th=> co o p era tiv e .

-  To encourge more faim ers to c u lt iv a te  pepper.

i i )  Board D irec to rs

To create  the o r g a n isa t io n 's  p o lic y  connected with  

the p r o je c t 's  o b je c t iv e  which covers the p o lic y  

concerning I t ' s  members, b u s in e ss , fin an ce a s  w ell 

a s personal p o l i c i e s .

i i i )  B xecutive Body

To plan the a c t i v i t i e s  o f  the coop erative  o rg a n isa tio n  

with regard to the p r o je c t 's  o b je c t iv e . '



To carry out th is  task  the P r o je c t  Manager i s  a s s is t e d  

by the o r g a n isa tio n  d iv is io n  w3.th the fo llo v d n g  ta s k : -

i)  Task Of The Procurement D iv is io n  .

P lanning the im plem entation o f the procurement 

system . Organise pepper procurement from the 

farm ers.

To prepare a p lace fo r  procurement and f a c i l i t i e s  

in  every  v il la g e /F e ld a  Schemes.

i i )  Task Of The P ro cessin g

-  P ro cessin g  o f  pepper accounding to demand. 

D eterm ination o f  s a le  p r ic e ,

-  Q uality  c o n tro l and pa.cking,

i i i )  The Task Of M arketing

To market a l l  the product and look in g  for  new 

m arket.

Task Of F inance/A dm in istration

To plan f in a n ic a l  needs and arrange a d m in istra tiv e  

o f  the p r o je c t ,

4 ,4 ,  Niimber Of P ersonnel Requirement

Manager : 1
-  Account Clerk : 1

Procurement S t a f f  : 1

M arketing S t a f f  : 1

-  D river : 1
Factory  S t a f f  : 2

" Labour : 1

TOTAL : 8
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^•5. Man Power Requirement A n a ly s is 

Man Power Requirement No. Of 

Person Salarv/M onth

ADMINISTRATION;

Manager 1 t  1 ,0 0 0 .0 0

Account Clerk 1 $ 250.00

Procurement S t a f f 1 $ 200.00

M arketing S t a f f 1 « 200.00

D river 1 $ 150.00

FACTORY STAFF:

P ro cessin g  Operator 1 200.00

Machine Operator 1 $ 200.00

U n sk illed  Labour 1 $ 200 .00 '

SUB TOTAL • S 2 ,4 0 0 .0 0

EPF (13S0 : $ 264«00

SOGSO (1 .5^ ) : $ 36.00

TOTAL SALARIES PER MONTH ; $ 2 ,700 .00

TOT At, salaries PER YIDAR • «32 ,400 .00
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CHAPTER V

5 . CAPITAL

5• 1 ♦ fr o .ie c t  C ondition

P r o je c t  con d itio n  i s  e s t in a te d  under the fo llo w in g
I

co n d ition s:

a) Exchange ra te  =r

U.S. $1.CX) -  $ 2 ,7  (M alaysia R in gg it)

b) P r ic e s  are o n l y  e s tim a tio n  on the p r ic e s  

in  December 1989:

Raw M aterial (Pepper) S5»000.00 H.T.

c) Period  o f construction :

' -  B u ild in g  con stru ctio n  needs 5 months

~ Machinery and in s t a l la t io n  needs 3 months 

“ P reparation  o f  production needs 2 months

5 .2 .  P ro .iect Cost

i ) Land and B u ild in g $50 , 000,00

i i ) Machine =r «50 ,000,00

i i i ) Laboutry Equipment - $ 5 ,0 0 0 .0 0

iv ) O ff ic e  Equipment = S 4 ,0 0 0 .0 0

v) Truck - 5^50,000.00

v l) Weigh Machine % 1 ,0 0 0 .0 0



2 5

5*3* Working Capital

a) Raw M aterial:

* 5 ,0 0 0 .0 0  H.T. F ir s t  Year $80.00/M .T. 

$400,000.00

b) P ersonal Cost:

F ir s t  Year = 1 3 2 ,4 0 0 ,0 0

c) i ’ack ing M aterial:

F ir s t  Year o f Income) = 119 ,6 5 7 .0 0

d) Advertisem ent:

F ir s t  Year ( .Tfo o f  Income) = I 9 ,828 .00

e) F e r t i l i z e r  and Chemical:

F ir s t  Year = ®199,710.00

f)  R epair and Maintenance:

F ir s t  Year $ 0 .00  (A fter  3 years 1^500.00 I n c r a a s e  

year by year)

g) C ontingencies:

F ir s t  Year (^o  o f Income) = $ 1 9 ,657 .00
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6. FINANCIAL ANALYSIS

C ooperative Oym C ap ita l

-  from members : S l0 ,0 0 0 .0 0

~ from Felda Cooperative : $30,000»00

6 ,2 . Loan

-  Long Term Loan:

a) H ire Purchase ~ $99 ,000 .00

b) C apita l Loan -  S 1 ,0 0 0 ,0 0 0 .0 0

H ire Purchase

H.P. ANALYSIS

Machine = $ 5 0 ,0 0 0 .0 0

Lab. = S 5 ,0 0 0 .0 0

O ffice  Equipment = $ 4 ,0 0 0 .0 0

Truck = $ 5 0 ,0 0 0 .0 0
Weigh Machine -  ® 1 ,0 0 0 ,0 0

CHAPTER 71

T ota l == $110 ,000 ,00

i .  = 5^ P.A. payable 5 years
lOf̂  D esp osite

$110,000.00 •
-  1 1 ,0 0 0 .0 0  (D esp o s ite  IC .̂)

Balance: f  99»000,00

$ 2 4 ,7 5 0 .0 0  P.A. (9 9 ,0 0 0  x 0 .05  x 5 )

$ 12 5 , 750,00 Account repayable w ith in  5 years
I 2 ,0 6 2 .5 0  Payment per month (l2 3 » 7 5 0  r  60)

P r in c ip a l:  99,000 ~ 60 = $1650,00 per
month

I n te r e s t  ; •24,750 r  60 = $ 412.50 per
------------- ' month
$2062.50

JS4750.00 per
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b) C apita l Loan -  $ 1 ,0 0 0 ,0 0 0 .0 0

I n te r e s t  5^ Monthly R est 

Grace P eriod  = 1 Year

Pay back period 5 years (1994)

LOAN INF()Ril4TI0N

P r in c ip a l  

I n te r e s t  Rate 

Monthly Pajnnent 

Y early Payment

1,000,000.00 

^0 Monthly R est  

1 8 ,871 .23  

2 2 6 ,454 .80

YEAR
LOAN

PRINCIPAL
YEAl̂ LY
PAY]®W INTEREST BALANCE

1990 1000000.00 226454.76 50000.00 773545.24

1991 775545.24 226454.76 58677.26 547090.4^

1992 547090.48 226454.76 27554.52 520635.72

1993 520635.72 226454.76 16051,79 94180.96

1994 94180,96 94180,96 4709.05 0 .0 0

.. 28/-
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There i s  no tax on co o p era tiv e . No export tax for  

pepper. C ooperative on ly  con trib u te  \^o  from net'l: 

income to Apex C ooperative (ANGKASA) and Education  

Fund.

6 .4 .  A n a ly s is  o f  Income

Table 6 and 7 A haljrsis o f  income from t h i s  p r o je c t  

from F ir s t  Year to  Ten Y ears.

6 .5 .  A n a ly s is  Of Out Flow/Purchase A n a ly sis

Table 8 and 9 Analjrsis o f out flow  fo r  the p r o je c t.

6.5. Sales Tax and Cooperative Tax

6 .6 .  Pro.ieci: Cash Flow

Table 10 A n a ly s is  of cash flow  fo r  the p r o je c t .

6 .7 .  Pro.iect Expenditure

Table 11 A n alysis  o f expendilnire o f  the p r o je c t .

6 .8 .  P r o f i t  and L oss Account

Table 12 A n a ly s is  o f p r o f it  and lo s s  o f  the p ro jec t ,

6 .9 .  Break Even P o in t

Table 13 show Break Even P o in t o f  the p r o je c t .

B .E .P . = Fixed Cost

1 -  V er ia b le  Cost 
S a le s  Revenue

= 109.350

1 -  954019 
982828
i

= 3,730,603
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6 ,1 0 . In te r n a l Rate Of H eturn

Table 14 show the c a lc u la t io n  o f  I.R .R .

N ett  p r e se n t  Value S663,877 .55  (D iscou nt F actor 8^)

8651 ,831 .80  (D iscount F actor IC^)

I.R .R . = i.iepS



7* CONCLUSION MD REGOMMBMD̂ lOK

i )  From th is  p r o je c t , coop erative  can help  the

farmers to  in cr ea se  more income.

i i )  T h is p ro jec t  can la ist more than 10 years.

The most im portant th is  co o p era iiv e  must 

g e t a new marke't in  the fu tu r e ,

i i i )  T his coop era tive  must help  th e  farmers to

c u lt iv a te  more pepper and make sure that 

t h is  coop erative  g e t  the supply on tim e.

iv )  M arketing in  "Tading A ctiv ite "  must be

organised  a s  good as p o ss ib le  because t h is  

carry out 6 ^  o f  t h i s  coop erative  busine s s .  

C ooperative must tr y  to supply d ir e c t  to 

, im porter and buyers.

y) The su ccess o f  coop erative  can con tr ib u te  more

in te r g r a te d  coop erative  in  th is  d i s t r i c t  

and M alaysia,



TABLE 1

EXTORT PROM FBPPIIR PRODUCING 

C ountries ( l ,( )0 0  m .tons) 

(1980 -  1989)

Country 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989

B r a z il 30 .8 4 6 .9 4 3 .1 30.4 37,6 24 .7 2 2 .1 25,5 23 ,5 21 .0

Ind ia 27 .8 18,6 20.5 2 8 .0 2 8 .4 19.5 4 9 .8 3 8 .0 4 7 ,3 25 .0

Indonesia 29 .3 3 4 .0 36 .3 4 5 .1 33 .8 26,2 29 .6 30 ,0 41 .3
1

4 0 .0

M alaysia 5 0 .7 28 .6 25 .0 2 3 .2 16.5 19.1 15 .4 14 .2
I

19.2 26 ,0

Others 4 .0 3 .7 3 .4 6,5 9 .0 10,5 11,5 8 ,0 7 ,0 10 ,0

T otal: 122 .6 131.8 128,3 133.2 125.3 100 128,4 1 15 ,7 138,3 122
-------- -------- _ =====

Source : MAIN-P^ODUCTEN ROTTERDAM B.V



Range and com parative fEPPER p r ic e s  in  johorb 1976 -  iq s?  '

( M$/lOO Kg.)

TA B LE 2

Black  
No. 1

io Change 
Between

White 
No. 1

io Change 
Between

1976 H ighest
Lowest
Average

451.38
298.25
547.74

499.75
596.72
440.80

1977 H ighest
Loirest
Average

580.70
545.48
429.88

650.62
475.57
542.95

)

1978 H ighest
Lovjest
Average

'564.16
274.40
515.08

52 7 .15
450.28
479.52

1979 H ighe s t
Lovrest
Average

519 .00
264,50
294.76 -  45 .8

466 .10
425.20
448 .10 -  58 .7

1980 H ighe s t
Lowest
Average

524 .10  
2 5 1.5 0  
277.45

469.50
560 .50
402.52

1981 H ighe s t
Lowest
Average

274.89
204 .89  
255.50

406.89
554.89  
577.22

1982 H ighest
Lowest
Average

502.89
198.89
2 5 3 .15

/ 1 581 .89
285.89  
552.86

/

1985 H ighest
Lowest
Average

447 .57
248.57  
281.22

' 655.57
558.57  
599.61

1984

1

H i p e s t
Lowest
Average

449.57
281o57
559.65 +524 .0

695.57
518.57
588 .57 +264 .7

1985 H ighest
Lowest
Average

954.67
595.57
648.58

1072.67
594.57
791.60

1986 H ighest
Lowest
Average

10 9 1.15  
746.17
904.55

1402.67
918.15

1205.24

1987 H i p e s t
Lowest
Average

1095.86
854 .86  
988.55 f

1410.86
975.86

1215.82 r

Source PEPPER MARKETING BOAH)



TAELa 3

A(JRI CULTURE AREA OP 

KOTA TIMOSI DISTRICT .TOHMB ■* 108^

D is t r ic t  Aron 

A gricu llD re Area 

P la n t‘dd Area 

T o ta l PopulH tian  

F am ers  

S e t t le r s

349#769 heotaro 
234,660 h eetaro  

140,677  h ectare  

114 ,2 6 7  people  

9 ,788  people 

14,664  people

Source a t AGRICUL'IURB DEP̂ RTMEJHT



TABLE 4

ESTIMATION OF PEPPER PRODUCTION 

IN KOTA TINCJGI DISTRICT

(1990  -  1999)

l e a r Acre Y ie ld  (M.T.)

1990 70 80

199X 70 80

1992 95 lliD

1995 136 160

1994 179 210

1995 221 260

251 300

1997 286 340

1998 326 390

1999 361 430

Source ! AGRICULTURE DEPARrMENT
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Ĉ -J
1
1
1
1

cr> cr> CO CI3 c n c:3 CD o:> c rs cr> CD CD CD CD C D

11 O '- fs ?

1
1
r
1 £ r o c n

11 - ' J '-0 1 4i>. r - o C^J r o 45*- c n r>> CvJ
1 1 CO s o J CO- r o c rs C-J cr? »-.- 42»- 1--1 I— C D r o 4a»

? S
v-~»

11 C O 1 on> s O 0 4:> s O JS- c n JSv. CJt C=> C D 0 r o CD - s j s O
11 '■0 CD J OD c n CI3 CD c n '•s j 0 C -; cr> czy 'S j C-J 0 CD C D c n C D s o
11 o r*

1
11

.I5>. c :> cr> jy>- c:> ■••0 f;r5 r.=> cr? ' - J c n CD CD CD cr? 4^«- CD r o

11 
1 1

f
11
! -c>- C-J CO

1 1 c n 1 O J C J C-J »•—* c n CO CD r o J ^ -
11 CO s o 1 C>l s o r o v O s o CO 45*. S4T' CO C D r o JS~ C J h—<»
11 c w s e  f c c * C D C D JS»- cr> c n c n c n C?s c n c :? c n CD CD r o CD t—» s O
«1 c n e n 1 OS. s -J cz> C D '■vj cr> C--J cr> i-~- cr> c:> C^4 0 CD C D C D c n ■?s. s O
I I  cr>  

11
O ' 1 r o  

1 1 
t

Crs c::?

§

c;> 0 !> C 3 Cjt CD CD c c - c-::' cr:« CZ"> CD cr? CD CD C-J

11

! !

1
1
1
I1 ►— I - -

11 CC' O ' 1 s^:. c n 0
11 c r * 1 0 c n CJ c n r o -•.-J r o ►— c n r o 4 ^
1 1 - v j s O 1 c rs r o v -» ►— C-n O s 4S- c n C D S r o "SsJ
u > -p*- 0 4>>- Cvsl cr> ON c n sjO c n cr> O s c rs 0 r o c ? 's J 4!)»' s o
1 1 - - 0 r \> 1 c:d cr> •—» C23 c n cr> 0 c r * c n • CO C D CD CD c n NO
1 1 crt 
1 1 
1 1 
1 1

c r *
}
1
I

CD K=> C D s»"i cz> cr> CD - 'J c :? C D CD CD O n C D .!>■

11
1 1
I 1
I I  r o  
11 C K kx :'

1
J
1
1
1 r o  
1 C-4 O s C-vl

1 r o :> ..T> 1 O s C J O s C,-J ' O C-J C-J 0 c n
<-W 1 C-4 r o C-J l~ - c n 4r>- ►— CD CD r o r o

11 »— ■ 1 Cn 0 ■c> Jl>. c n - 's j c n r o c n CD -•4 c n 0 r o C D r o NO
11 -v j 1 CO •sO 0 0 s o CD c n cr> CD CD c n V-o C D CD CD r o s O
I I  - - . I

11 
11

'■o 1 r o  
»
1
1

s O C=> c;> s o rjD cr> cr> ' O CD CD CD O J CD CD cr? CD C.-J cr? c n

11

! t  c w l» ^

1
t
1
1
1 r o1 f O n c:d 1 CTn ■'-J c n

1 1 <X' cz> 1 ^ -•-J C^J ' • 4 C J cr> C J CD c n
1 1 CT> CJl t CJl C J r%> C^J r o O s s o C^N O s CD r o **sj
M  v4> J '• 'J C 3 0 Xtt- cr> 0 c n c n c n c n CD c n 1— CD r o C D 4i>- s O
1 1 <.̂ 4 CO 1 CO CD c:d C--4 cr> cr> 45*. cr> CD w cr> CD CD CD 4>> s O
i 1 0

1 1

f-.> 1 ' O  
1 
1 
}I

V— cr> cr> cz> O '- -■0 O s c w CD cr? cr? cr? c n CD O s

1 1 
11 
11 
1 1
1 1 X >

1
t
1
11 r o

11 OD K— 1 s o CO ■S-sJ
1 1 C J 1 s i:* CO C-4 CO r- o j> .. w C D CJs
1 1 0 4 Cts. 1 Crs r o r o r o r o J5>. 4Sv v~* c n c :> rs? C-J v-~*
1 1 ' ' J 0:1 CO C D 4>* CO c n JS- c n r o c n C D 4‘.%>- s O r o r o CD h— s O
1« • 'O '>vJ o s . CO Cfs CD C-.J c :^ s o CD C D C.̂ -4 c n C D CD CD ■ro s O
11 'O  
11 
11

cr> 1 Cf: 
1 
t 
1

cz> cr> cr> CD r.z> CD CD CD CZ? C D CO CD cz> C D CD s o C D ■''J

11 
11
11 a v

1
1
}
1
1 C-J >•—
1 J:̂ *■ (.»> s o s O

1 1 O T r o 1 r o >■£> c w s^:- ji^- 45*. C-J Si* Os.
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cf/̂ 20lN'̂

O c ^ o

sI)9iicU>iJlonCcif̂

q) y /C x if- -

' /o6Q^O AX/i60 zoWiO Z62ô /0 Z9oŝ oo S??/vyo <//(92̂
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•3. riie/^d 3E ofHBfi co{r\perir< îi^̂  b u r s ta t ls t jc s  
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Comments/suggestions made on the Project prepared 
by Mr Abu Bakar Ujang, Malaysia 
(other than those made by groups)

4th ICA Japan Training Course, IDACA, Tokyo.

* Financial analysis of the project is not properly 
done. Project not profitable as per figures 
presented. The entire analysis is to be redone.

* Use of concrete or iron polls instead of wooden polls 
for support of pepper creppers wuld be useful and
long lasting. Though it may be expensive initially, 
it may be economical in the long run.
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The I.e.A. training course strengthening Management of 
Agricultural Cooperatives in Asia organised from 23rd October 1989 to 10th 
May 1990 at New Dehli, Bangkok, Tokyo and Seoul has provided me an 
opportunity to learn various aspects regarding the strengthening of 
Cooperative Management and also the techniques of formulation and 
implementation of projects in Cooperative sectors. The project on 
orange/fruit processing and marketing is prepared under this training 
programme.

I am grateful to Mr. M. V. Madani, Project Director and the 
professors of I’.I.M.A. who have provided me all the material in bringing 
out this project. I take this opportunity to extend gratitude to the 
Managing Director (Mr. Ihsanul-Haq Piracha, Finance Minister^ Government of 
Pakistan) of Mercantile Cooperative Finance Corporation Ltd. for nominating 
me to this training programme and extending me all the support and 

^ cooperation. I feel obliged to Mr. Mohammad Akhtar Piracha, General 
Manager of Mercantile Cooperative Finance Corporation Ltd. who rendered all 
valuable services in bringing out the reports.

I am very grateful to Mr. Mubashir Umer, Deputy Director., 
Agriculture Development Bank of Pakistan who imparted valuable information 
for project formulation. Further I would also like to place on record my 
deep appreciation and gratitude for cooperation extended to me in typing 
and compiling the drafts.

(TARIQ HUSSAIN NADEEM)
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CHAPTER - I 

S U M M A R Y
The project focuses on design of integrated marketing of 
oranges in Bhalwal of Sargodha, District of Punjab Province. 
The project envisages a better marketing alternative for 
growers by organising their own cooperative institution. 
Project envisages on minimum price of Rs.2000/- per ton to 
the grower members as their Farm gate prices and increase of 
Rs.2200/- per H.T. These prices have been assured on normal 
production and market conditions.
Project has envisaged procurement by way of contract with 
the growers at the flowering stage giving them 25% of the 
estimated value in advance and remaining would be paid at 
the time of Final picking.
Oranges are grown in an area of 35600 hectares in Sargodha 
District, account for 18% of the total area under oranges in 
the Punjab Province.
As against the optimum number of 120 to 130 orange trees in 
and area of land. The actual number of trees per acre in 
Sargodha is observed to be 100.
80% of the orange trees in area are of the fruit bearing 
age.
On an average an orange tree yields 300-320 fruits per 
season and the production per hectare is estimated at 6 M.T.
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The average annual production during 1987-88 was
2,95,000 M.T. and the value of annual output of orange 
is estimated of Rs.5.90 crores at the rate of Rs. 
2000/- per M.T.
Lahore, Rawalpindi and Sargodha are the principal 
market in the Punjab.
Oranges are disposed of by the growers mostly through a 
system of Pre-harvest Sale. 80% of the orange growers 
resorted to this method of Sale.
60% of the total production of oranges arrives in the
three principal markets of Lahore, Rawalpindi and
Sargodha.
Contractors despatch oranges on consignment basis and 
rely on commission agents for disposal of their oranges 
in outside markets.
The commission agents charge 10% on the value of Sales 
as their commission and dispose of the products of 
retailers through a system of auctions.
The margin to the traders worked out to 20.31% of the
final price by the consumers.
The project will motivate the farmers towards extension 
of orange plantation and better management of existing 
orchards.

Area of Operation;- Bhalwal, District Sargodha, Punjab
Province (Pakistan).



Target Group and 
membership coverage

Total Capacity;-

Capital Investment

Source of Fund;-

Sources of funds for 
working capital 
requirement

Source of raw 
material:
Project Period:
Implementation Period

Farmers in Tehsil Bhalwal.
Initial membership coverage 1000 
farmers.
5.5 Tonnes per hour with an output 
of 43.200 million packs per year. 
Fruit requirement 9120 Tonnes.
Total capital investment for land, 
building, machinery including pre
operative expenses: Rs.82.581
million.
Expected to raise equity of 
Rs.29.170 million from member and 
Rs.53.411 million from financial 
institution as Block capital loan.
Expected to obtain 4.980 million 
from Mercantile Cooperative Finance 
Corporation Ltd. and mobilise 
deposits for remaining amount.
Locally through Project 
Command Area.
10 years.
20 months.
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CHAPTER - II

Pakistan is endowed with rich Horticultural resources, 
Fruits are grown in 2,85,300 Hectares in the Country, 
out of this 2,00,327 Hectares (Annexure 1) of land is 
under Horticultural cultivation in Punjab Province. 
There is thus substantial scope of increasing the 
Horticulture in the Province. In Punjab Province 
fruits like Orange, mango. Banana, Guava, Lemon, etc. 
are grown .commercially.
Presently about 35,600 Hectares is under Orange 
Plantation in Sargodha District. The total estimated 
production is about 2,95,000 tonnes. Sargodha District 
has developed into an important marketing centre for 
Orange growers. This part of the Province favours the 
commercial raising of citrus fruits like Oranges
(Kinno).
Bhalwal is situated in Sargodha District of Punjab 
Province (Annexure 2 —  Map). The Bhalwal Tehsil
comprising 2,12,817 "Hectares Area plan. The
population of this District "as per Census 1981", was
1,05,98,053, of which 80% population depends on the 
Agriculture. The soils of Bhalwal are grey to black, 
well drained and deep which favour the commercial 
cultivation of different types of fruit crops. The 
cultivated area of Bhalwal in citrus fruit is 12.56% of



cultivated area of Bhalwal in citrus fruit is 12.56% of 
the total area (26,736 Hectares). The percentage of 
Small and marginal farmers in the Tehsil is quite 
substantial. The average rain fall is 512 M.M.S, 
(Annexure III). The total cultivated land mostly 
irrigated by canals and tubewells.
At present a total yield of 2,20,000 tons of Oranges in 
Bhalwal is estimated from the bearing plants in an Area 
of 18.700 Hectares) which is 70%. In an Area of 8,000 
Hectares, Plantation ranging 1 to 5 years age is 
estimated. As per recommendations of Agriculture 
Department, 250 plants can be grown in a Hectare 
excluding morality (10%).
Plenty of labour force is available in the ar.ea, if the 
local labour is trained and used in harvesting and 
packing of oranges, it can provide better employment 
opportunities to the people of the area, presently the 
contractors bring the labour from outside of the area 
for picking, sorting, grading and packing of the 
fruits.
Presently farmers are getting plants from the local 
market which costs them from 4 to 5 rupees per plant. 
There are two seaaons £ov orangea marketing, the winter 
crop in a small scale is harvested and marketed in 
December and January. The main marketing seasons for 
oranges is from February to April. The orange growers
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sell their crops to Private contractor's at flowering 
stage i.e. pre-harvest sell. The amount and volume of 
contract will depend upon the crop conjdition in the 
area. These contractors make payment of the contracted 
amount mostly in 2 to 3 instalments. 25% contracted 
amount is paid by the contractor at the time of making 
contract and remaining at the time of fruit picking. 
Sometimes instalment is paid in 2 to 3 parts depending 
upon the mutual consent. These contractors do not 
provide any kind of input services to farmers. As 
picking, sorting, packing and transportation is a
specialised job, the contractor brings skilled labour 
from outside of the area, depriving the local people 
from the job opportunities.
Some small growers generally sell their produce in 
Sargodha market. As per practice, the growers carry
their produce in vehicles like tractor trollies and
matadors. Such are transported in the night or early 
in the morning, so they can attend auction in 
market/Mandi. The auction takes place in a fruit 
market, which is not regulated by the Government. 
Since the farmers are being received the prices in 
mandi from 1250 to 1360 per M.T. of orange. The
growers will be very happy to receive the price of 
Rs.l3Q0/- to 1400/- per M.T. at their orchards without 
incurring any harvesting and transportation cost.
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3. As mostly the contractors are decided at flowering
stage, the farmers are generally unaware of the actual 
value of their produce and rates prevailing in 
different markets of the country. Thus their ignorance 
of market trend brings less returns. Similarly the 
practice of commission agents and traders in buying the 
oranges also does not help farmers in getting better 
returns. Further, farmers do. not want to incur 
harvesting and transportation costs and do not want to 
take any risk. The farmers feel satisfied if the 
orchard is sold on contract even at lowest price. The 
contractors have links with the whole-sale agents of 
Handies in large cities i.e. Lahore, Rawalpindi, 
Islamabad and Karachi. The contractor works as middle
man between the growers and whole-sale agents. They 
usually get advance from the whole-salers to purchase 
orchard on contract.

10. Orange being perishable fruit cannot be stored for a
long period. Mostly farmers want immediate return as
soon as the crop is ready, the farmers have been 
misguided by the contractors that by storing orange, 
they would incur loss due to loss in weight and 
spoilage. At present there are toe many private cold 
storages at Bhalwal and Sargodha which are not fully 
utilized. Storage is available at the rate of Rs.380/- 
per ton per season for two months only.
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11. Bhalwal is situated at a distance of 40'Kilometers from 
Sargodha. Sargodha is well developed orange market due 
to availability of orange and transport facility. 
Sargodha and Bhalwal Railway Station is on Rawalpindi 
■line via Lalamusa and Lahore via Sanglah Hills 
Junction. Railway parcel vans are easily available at 
Bhalwal and Sargodha and other towns of the District 
for despatching oranges to any part of the country.

12. In Sargodha District and nearby District, there is no
processing unit. Only one grading centre near Bhalwal 
at present working for grading only and one processing 
unit is being constructed by private company, namely, 
Cargell which will be completed within 2 years where 
there is .a demand for processing facility.

13. There is no Cooperative Fruit Marketing Society in the
area nor any private company for marketing of fruit. 
So it is essential that an organised fruit marketing of 
orange growers should be introduced so that growers are 
assured of reasonable price for their produce. Such an 
organization would not only ensure better return to 
farmers by providing them appropriate marketing avenue
but will also provide backward and forward linkages to 
further increase their income by increasing 
productivity and processing their produce.

14.(i) Due to present availability and anticipated growth in 
the orange production in Bhalwal and adjoining areas,
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it is essential that a cooperative organisation with 
the involvement of growers is created to assure 
marketing' of their produce at a remunerative and 
exploiting the potential for value addition of their 
produce by establishing a fruit processing unit.

(ii). With the organised marketing and processing facilities
the available labour in the area can be provided 
employment opportunities to a good extent,

iii) By establishing processing unit, atmosphere for
industrial development can be created. Subsidiary 
industry like packing, cartoon, corck, etc. may come up 

(iv) There is a good scope for employing labour in picking
of fruits, sorting, grading,' packing and filling work 
in the processing industry.,

(v) With the organisation of growers cooperative marketing
society, a better alternative for fruit marketing will 
be possible and monopoly of private contractors will be 
restricted.

^vi) The objective of cooperative is not to maximise profits
at the cost of growers or the consumers. Its main 
objective is to ensure remunerative return to the 
orange growers and fair price to the consumers.
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1. OBJECTIVES
The t»asic objective is to increase the income of orange 

growers of Bhalwal Tehsil. This objective will be achieved by 
promoting the fpllowing;-

i) To provide a strong and sound alternative marketing 
channel for oranges which will be run and controlled by 
the growers.

ii) To improve the productivity of oranges by providing 
better technical know-how, plant protection, disease 
control and organised practices.

iii) To establish a nursery for supply of healthy plants to 
members on a reasonable price.

iv) To motivate orange growers through interaction and 
involvement to develop leadership for developing the 
economic and social activities.

v) To provide market information to orange growers.
vi) To provide processing facilities for value addition 

returns.
vii) To make efforts for gradual replacement of pre-harvest 

sale.
viii) To provide extension services through appropriate 

Institutional and departmental agencies so as to 
improve productivity.
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2. ARKA OF nPKRATTON
Oranges are grown in all the area of Sargodha District. 

The mainly plantation area is Tehsil Bhalwal in Sarigodha 
District. At present some parts of Tehsil Bhalwal are proposed 
as the project area as it has all the requisites for growing 
oranges.
3. LQCATIQM/AREA OF THE PROJECT

Two factors which greatly affect level of profitability 
of any processing enterprise are the location of the plant and 
wastage generally, particularly of raw material. To a large 
extent these are tied together. It is important that the 
processing plant should be cited as close as possible to the 
source of raw material.

It is proposed to establish the project at Bhalwal, 
District Sargodha taking into consideration the following 
factors:

(i) Fruit growing area, specially citrus.
(ii) Infrastructure facilities like electric power, 

water, fuel and motorable roads are available.
(iii) Nearness to consumer's markets
(iv) Availability of labour.

4. PROJECT CQMPQHEHTS:
The following are the project components:

i) For supply of orange plants, it is proposed that 
society will provide plants to orange growers on 
reasonable price.
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ii) Though the project area has sufficient Agricultural 
Department Staff. But it is felt that farm guidance is 
inadequate and no specific efforts are being made to 
increase the productivity of orange growers. 
Therefore, it is essential to have a separate farm 
guidance cell comprising 4 Horticultural Extension 
Workers, who can advise the farmers in adopting better 
agricultural practices and increase the productivity of 
orchards, improve system of irrigation, encourage 
inter-culture in plantations between 1-5 years etc.

iii) The private traders/contractors are also performing a 
useful function in the area by collecting surplus 
oranges and selling the same to the consumers. The 
purpose is not to eliminate the traders/contractors 
completely but to regularise marketing practices and 
set a healthy trend. If the society procures 20% of 
the total produce, it would be reasonably good 
intervention and would be able to control market and 
would create healthy atmosphere of competition between 
traders and society. This will ultimately result into 
achieving the good of economic benefit to producers.

iv) The society would pay an average price of Rs.2000/- per 
ton to orange growers as against Rs. 1360/- to 1500/- 
per ton, this would be raised upto Rs. 2200/-.

12



13

i) Land & Building:- The Project requires five hectares of
land, which can be acquired by the existing cooperative 
at ’reasonable price. There is no problem for
construction of the building since the manpower 
required is available locally.

ii) Electricity:- Three phase electricity facilities are 
readily available but in winter season when snow 
falling in mountains starts, the water flow in rivers 
gets short to compensate this shortage. The Government 
starts load-shading. So as an alternative, it is 
proposed to instal a 50 k.v. Generator also.

iii) Water:- Plenty of water for irrigation is available in 
the area, by water canals.as well as where the sweet 
ground water is available, government has also 
installed tubewells.

iv) Raw Material:- Orange fruits are available
sufficiently from the command area, so only a part of 
the total production is proposed to be utilised for the 
units any marginal fluctuations in the production will 
not adversely affect the functioning of the unit.

v) Transport: The command area is linked with motorable
roads and the raw material can be transported with 
minimum cost.

vi) Setting u p  of By-Product Industry: The Society after
establishing itself then the concentrates should study



the viability of processing plant for the by-products 
and may prepare projects for implementation if
feasible.

14



15

CHAPTER - I V

1.  TMPT.KHKNTATTnN AMD l?YTKM?^TnK:

The p r o j e c t  p e r i o d  w i l l  be  10 y e a r s .  D u r i n g

i m p l e m e n t a t i o n  t h e  S o c i e t y  w i l l  p r o v i d e  p a c k a g e  o f  s e r v i c e s .  I t  

w i l l  p r o v i d e  b a c k wa r d  l i n k a g e s ,  s u c h  a s  s u p p l y  o f  p l a n t s  

e x t e n s i o n  c o o r d i n a t i o n ,  t r a n s p o r t  s e r v i c e s  e t c .  S u p e r v i s i o n  o f  

members o r c h a r d s ,  i n c r e a s e  in a r e a  and i n c r e a s e  i n  y i e l d  and a l s o  

f orward  l i n k a g e s  f o r  m a r k e t i n g  o f  f r e s h  f r u i t s .

2. PRQCUREMEHI.
I t  w i l l  p r o c u r e  t h e  o r a n g e s  from g r o w e r s  w i t h  t h e '  

app r o a c h  o f  m a x i m i s i n g  t h e  s h a r e  o f  t h e  g r o w e r s  i n  t h e  s a l e  

p r o c e e d s  o f  t h e i r  p r o d u c e .  The p r i c e  w i l l  be f i x e d  by  t h e  Boar d  

o f  D i r e c t o r s  k e e p i n g  i n  v i e w  t h e  m a r k e t  t r e n d .  In S e p t e m b e r  when  

f l o w e r i n g  s t a r t s ,  t h e  members  w i l l  be  p a i d  25% a s  a d v a n c e  money  

o f  t h e  d e t e r m i n e d  p r i c e  o f  t h e  e x p e c t e d  y i e l d .  R e s t  amount  w i l l  

be p a i d  t o  f a r m e r s  a t  t h e  p r i c e  o f  f i n a l  p i c k i n g .  I t  i s  

s u g g e s t e d  t h a t  p r i c e  w i l l  be  p a i d  a s  p e r  t h e  q u a l i t y  o f  o r a n g e s  

and s h o u l d  riot  b e  p a i d  on t h e  b a s i s  o f  a v e r a g e  p r i c e .  I f  an 

a v e r a g e  p r i c e  o f  R s . 2 0 0 0 / -  i s  f i x e d  t h e n  ABC g r a d e  s h o u l d  be

p a i d  as  u n d e r :
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A 9" & a b o v e  2 2 0 0

B ' 6" t o  8" 2 0 0 0

C L e s s  t ha n  6 1800

The p r i c e  s h o u l d  be  s o  f i x e d  t h a t  s e l e c t i v e  p r i c e  

s y s t e m  w i l l  h e l p  t h e  f a r m e r s  i n  i m p r o v i n g  t h e  q u a l i t y  o f  t h e  

f r u i t s .

A l l  c o s t s  f rom p i c k i n g  t o  t r a n s p o r t a t i o n  w i l l  be  b o r n e  

by t h e  S o c i e t y .  I t  h as  b e e n  p r o j e c t e d  t o  p a y  a p r i c e  o f  2 0 0 0 / -  

p e r  M.T. The g r o w e r s  w i l l  be  g i v e n  p a t r o n a g e  p r i c e  a t  t h e  end o f  

y e a r  in r e l a t i o n  t o  v a l u e  o f  o r a n g e s  hande d  o v e r  t o  s o c i e t y  w h i c h  

i n  i n i t i a l  5 y e a r s  w i l l  be c r e d i t e d  i n t o  t h e i r  s h a r e  c a p i t a l  

c o n t r i b u t i o n  t o  t h e  s o c i e t y .  Here  i t  s h o u l d  be  m e n t i o n e d  t h a t  

t h e  s o c e i t y  w i l l  b e  m a r k e t i n g  t h e  o r a n g e s  on b e h a l f  o f  f a r m e r s  

me mb e r s .

3 .  PTnKTHCr. GRADING ETC.

At p r e s e n t  c o n t r a c t o r s  a r e  a r r a n g i n g  l a b o u r  f r om  

o u t s i d e  o f  a r e a  f o r  p i c k i n g  p u r p o s e s .  L o c a l  u ne mp l o y e d  w o r k e r s  

can be  t r a i n e d  by  t h e  S o c i e t y  in  a p h a s e d  manner w i t h  t h e  h e l p  o f  

t e c h n i c a l  p e r s o n n e l .

At  t h e * t i m e  o f  p i c k i n g ,  t h e  f r u i t  w i l l  be g r a d e d  i n  3 

c a t e g o r i e s  A, B and C on t h e  s p o t  and t r a n s p o r t e d  t o  t h e  m a r k e t .  

A and B g r a d e  o r a n g e s  w i l l  be  p a c k e d  i n  Wooden b o x e s  o f  20 Kgs ,  

and C g r a d e  i n  Gunny b a g s  f o r  m a r k e t i n g .  On an a v e r a g e  A, B and 

C q u a l i t y  o r a n g e s  w i l l  be  i n  t h e  r a t e  o f  30%, 40% and 25% and

r̂ r ad e Diameter Price



4. MARKETIMG

L a h o r e  b e i n g  t h e  b i g  m a r k e t ,  i t  i s  p l a n n e d  t o  s e l l  A
*

and B g r a d e  o r a n g e s  i n  t h e  w h o l e s a l e  m a r k e t .  The p r i c e  o f  p a c k e d  

m a t e r i a l  i s  e s t i m a t e d  @Rs. 3 7 0 0 / -  p e r  t o n  f o r  A Grade and R s . 

3 3 0 0 / -  p e r  t o n  f o r  B g r a d e .  The C g r a d e  f r u i t  i s  n o r m a l l y  i n  

demand i n  S a r g o d h a ,  L a h o r e ,  R a w a l p i n d i  a t  t h e  r a t e  o f  R s . 2 2 0 0 / -  

p e r  t o n .
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CHAPTER -  V 

ORGANIZATION AND HANAGEMEHT

The p r o j e c t  w i l l  be  i m p l e m e n t e d  by S o c i e t y  w h i c h  w i l l  

be  e s t a b l i s h e d  u n d e r  C o o p e r a t i v e  S o c i e t i e s  Ac t  w i t h  t h e  

o b j e c t i v e s  o f  p r o v i d i n g  b e t t e r  m a r k e t i n g  a l t e r n a t i v e  t o  t h e  

g r o w e r s  f o r  t h e i r  o r a n g e  p r o d u c e  and v a l u e  a d d i t i o n  o f  t h e i r  

i n c r e a s e  p r o d u c t i o n  by way o f  e s t a b l i s h i n g  f r u i t  p r o c e s s i n g  

p l a n t .  The S o c i e t y  w i l l  a l s o  h a v e  a v e r y  i m p o r t a n t  t a s k  o f  

p r o v i d i n g  bac kwar d  l i n k a g e s  i n c l u d i n g  f a r m e r  g u i d a n c e  t o  t h e  

o r a n g e  g r o w e r s  o f  t h e  a r e a .  The o v e r a l l  management  p o l i c i e s  w i l l  

be r e g u l a t e d  by  a management  c o m m i t t e e .  At p r e s e n t  6 . D i r e c t o r s  

w i l l  be e l e c t e d  from t h e  g r o w e r  members .  The M a na g i n g  D i r e c t o r  

who w i l l  b e  e l e c t e d  o u t  o f  S i x  D i r e c t o r s ,  s h a l l  a l s o  work a s  

G e n e r a l  M a n a g e r / S e c r e t a r y  o f  t h e  S o c i e t y / C o m m i t t e e .  Bye  Laws o f  

t h e  m a r k e t i n g  and P r o c e s s i n g  S o c i e t y  w i l l  be  f ra me d  i n  a c c o r d a n c e  

w i t h  t h e  C o o p e r a t i v e  A c t .

2 .  P o w e r s  o f  t h e  d a y  t o  d a y  management  and p r o j e c t  

e x e c u t i o n  w i l l  b e  v e s t e d  i n  t h e  Man a g i n g  D i r e c t o r / G e n e r a l  Manager  

o f  t h e  S o c i e t y  who w i l l  work a s  p e r  t h e  p o l i c i e s  and d i r e c t i o n s  

g i v e n  by  t h e  management  C o m m i t t e e  f rom t i m e  t o  t i m e .

3 .  The o r g a n i z a t i o n  C h a r t  o f  t h e  S o c i e t y  w i l l  be  a s  shown  

i n  t h e  C h a r t  ( A n n e x u r e  I V ) .



4 .  The MD/GM w i l l  l o o k  a f t e r  t h e -  a f f a i r s  o f

A d m i n i s t r a t i o n / M a n a g e m e n t  Co mmi t t e e  and w i l l  a l s o  be  r e s p o n s i b l e  

f o r  w h o l e  o f  t h e  p r o j e c t .  The MD/GM w i l l  a l s o  be  a s s i s t e d  by- 

v a r i o u s  o f f i c i a l s  a s  i n d i c a t e d  b e l o w :

• i )  A c c o u n t s  and F i n a n c e : Manager  A c c o u n t s  and F i n a n c e  w i l l  

be i n c h a r g e  o f  t h e  d i v i s i o n  and he w i l l  be  a s s i s t e d  by  

Ac c o u n t  A s s i s t a n t / C a s h i e r .  Manager ,  A c c o u n t s  and  

F i n a n c e  w i l l  be  r e s p o n s i b l e  f o r  a r r a n g i n g  f i n a n c e ,  

b a n k i n g ,  a d j u s t m e n t  o f  s a l e s  r e a l i z a t i o n ,  c o s t  

a c c o u n t i n g  and m a i n t e n a n c e  o f  a l l  a c c o u n t s .

i i )  Manager m a r k e t i n g  w i l l  be  r e s p o n s i b l e  f o r  p u r c h a s e  and  

s a l e s  t h r o u g h  d i s t r i b u t o r s .  T h i s  d e p a r t m e n t  w i l l  be  

r e s p o n s i b l e  f o r  p r o v i d i n g  m a r k e t  i n t e l l i g e n c e .

i i i )  Manager P r o c u r e m e n t  w i l l  l o o k  a f t e r  o r a n g e  d e v e l o p m e n t

programme,  w h i c h  i n c l u d e s  i n c r e a s e  i n  p r o d u c t i o n  a r e a ,  

i r r i g a t e d  a r e a  f o r  c r e d i t  f a c i l i t i e s  l i a i s o n  w i t h  

v a r i o u s  f i n a n c i n g  a g e n c i e s .  He w i l l  a l s o  c o o r d i n a t e  

i n p u t  s u p p l y  l i k e ,  f e r t i l i s e r ,  p e s t i c i d e s ,  o r a n g e  

p l a n t s ,  m a i n t e n a n c e  o f  N u r s e r y ,  T r a i n i n g ,

D e m o n s t r a t i o n ,  t e c h n i c a l  g u i d a n c e ,  v i s i t  o f  f a r m e r s

• g r o u p  t o  d e m o n s t r a t i o n  p l o t s .  He w i l l  a l s o  be  

r e s p o n s i b n l e  f o r  d e v e l o p m e n t  o f  c o o p e r a t i v e  

r e l a t i o n s h i p  w i t h  f a r m e r  members  and i n c r e a s i n g  t h e  

me mb e r s h i p  o f  t h e  S o c i e t y .  Manager P r o c u r e m e n t  w i l l  

a l s o  u n d e r t a k e  e v a l u a t i o n  s t u d i e s  a t  f arm l e v e l  t o  

a s s e s s  t h e  b e n e f i t s  o f  f a r m e r  g u i d a n c e  s y s t e m  t h r o u g h
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H o r t i c u l t u r e  E x t e n s i o n  w o r k e r s .  The s o l e  p u r p o s e  o f  

t h i s  i n t e n s i v e  a p p r o a c h  i s  t o  p r o v i d e  backward l i n k a g e s  

t o  f a r m e r s  t o  i n c r e a s e  t h e i r  p r o d u c t i v i t y ,  w h i c h  i n  

t u r n  w i l l  i n c r e a s e  t h e  i ncome  o f  t h e  f a r m e r s .

i v )  Manager  A d m i n i s t r a t i o n  w i l l  be  i n c h a r g e  o f

A d m i n i s t r a t i o n ,  u n s k i l l e d  l a b o u r  and o t h e r  m a t t e r s

r e l a t i n g  t o  l e g a l  p r o v i s i o n s  and s e c r e t a r i a t .

v )  Manager  ( P r o d u c t i o n  P l a n t  . The P l a n t  Manager w i l l  be

i n c h a r g e  o f  P r o c e s s i n g  P l a n t .  He- w i l l  l o o k  a f t e r  t h e  

m a i n t e n a n c e ,  P r o d u c t i o n  S c h e d u l e ,  u t i l i z a t i o n  o f  p l a n t  

c a p a c i t y  e t c .  w i t h  t h e  h e l p  o f  m a i n t e n a n c e  i n c h a r g e .  

He w i l l  k e e p  l i a i s o n  w i t h  Manager  M a r k e t i n g  and Manager  

P r o c u r e m e n t  f o r  p r o c u r e m e n t  o f  raw m a t e r i a l  and

m a r k e t i n g  o f  f i n i s h e d  p r o d u c t s .  The P l a n t  Manager  w i l l  

a l s o  be  r e s p o n s i b l e  f o r  q u a l i t y  c o n t r o l  o f  t h e  p r o d u c t .  

He w i l l  a l s o  k e e p  w a t c h  and ward o f  f a c t o r y .
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CHAPTER -  V I  

EJNANClftU.AMALYgX S 
DETAILS OF THE PROJECT

* R s . 8 2 . 5 8 1  m i l l i o n  a s  d e t a i l e d  b e l o w :  

F i x e d  C o s t s

21

Local
Currency

Foreign
Currency

Total

Lind (5 acres) and developsenl 1.350 I I I ! 1.350

Building & Civil Horks 6.000 1 I  •  1 6.000

Hachinery

a) liported Hachinery — 51.180 . 51.180

b) Insurance, Surcharge, inland freight etc. 9.212 — 9.212

c) Local Hachinery 5;778 --------------- 5.778

d) .Installation cost — 2.231 2.231

Vehicles 0.950 — 0.950

Furniture and Fixture 0.200 — 0.200

Pre-operational expenses 0.700 — 0.700

Total Fixed Costs: 24.190 53.411 77.601

B, Net Initial Korkina Caoital 4.980 4.980

TJ)TAL M W E C T  COBT 29.170 53.411 82.581

F i n a n c i a l  P l a n

L o c a l
C u r r e n c v

F o r e i g n  T o t a l  
C u r r e n c v

S h a r e  C a p i t a l  f rom members  
Debt

Loan from F i n a n c i a l  I n s t i t u t i o n s

2 9 . 1 7 0

5 3 . 4 1 1

2 9 .  170  

5 3 . 4 1 1

TOTAL 29■170 53.411 8 2..-5̂ 1.
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D eb t  E q u i t y  R a t i o : Towards  f i x e d  c o s t  : 69 : 31

Towards  O v e r a l l  C o s t  : 65 : 35

Mode o f  F i n a n c i n g : F o r e i g n  C u r r e n c y  Loan @ 11% i n t e r e s t  p l u s  3%

f o r e i g n  e x c h a n g e  r i s k  p e r  annum.

Repayment__Schedule Loan w i l l  be  r e c o v e r a b l e  i n  16 e q u a l  h a l f

y e a r l y  i n s t a l m e n t s  commenc i ng  two and a h a l f

y e a r s  a f t e r  d i s b u r s e m e n t  o f  f i r s t  l o a n

i n s t a l m e n t .

Description of the ProiRnt

The C o o p e r a t i v e  S o c i e t y  a f t e r  i t s  e s t a b l i s h m e n t  and  

g e n e r a t i o n  o f  r e q u i r e d  f u n d s  w i l l  s e t  up a f r u i t  p r o c e s s i n g  p l a n t  

a t  B h a l w a l ,  D i s t r i c t  S a r g o d h a .  ’’The m a j o r  o u t p u t s  o f  t h e  p r o j e c t  

w i l l  b e  c i t r u s ,  mango and g u a v a  f r u i t  j u i c e  d r i n k s  and

c o n c e n t r a t e s .

Technology
The p r o p o s e d  p o r o j e c t ' s  f r u i t  c r u s h i n g  c a p a c i t y  w i l l  be

a s  u n d e r :

C i t r u s  2500  K g s / h o u r  2 . 5  t o n

Guava & Mango e t c .  3 0 0 0  K g s / h o u r  3 . 0  t on

T o t a l  C a p a c i t y  55Q0 K g s . . . Q j  5 . 5  Tons  p e r  h o u r .

The c r u s h i n g / j u i c e  e x t r a c t i o n  p e r i o d  i s  e x p e c t e d  t o  be  

a s  f o l l o w s :



Citrus : 120 days
Mango : 50 days
Guava : 40 days

Total annual
crushing days = 210 days
The'plant will operate on the basis of two shifts of 

eight hours each. Number of working days per year are assumed to 
be 300.

The production process is as under:
(a) CITRUS.JUICE EXTRACTIQH

After unloading and quality inspection, the fruits will 
be stored in silos. It will be then sent to the washer for 
automatic washing with brushes, detergents and germicides and 
transferred to the extraction unit. From there, the extracted 
juice will be sent' to the centrifugal separator. In the
centrifugal separat^or, the pulp contents will be purified and
transferred to the reception vessel and pumped into the
concentrator in the evaporation section. After concenteration,
the concenterated juice will be pasturized, cooled in the plant 
and filled in drums or other containers till they are required 
for reconstitution.
(b) MANGn AND GUAVA .TIITCR KXTRACTTON: The fruit will be
thoroughly vJashed after reception and then stored. It will then 
be transferred to the pulper through conveyors for separation of 
stones and skins and rough pulping. This mass will be forced to 
the filter from where it will be sent to another set of pulpers. 
Finally, by means of a piston pump the pulped mass will be 
transferred to a basin from where it will be sent either to the
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line for production of nectar and fruit juice or to the basin 
placed in front of the evaporation section where it will be 
concentratedpasturized and cooled down for filling into drums.

(c) RECQNSTIIU.TIQN QF JUICE DRINKS FROM FRUIT CONCENTRATES 
The concentrated juice will be transferred by pipes

into mixing tanks where an adequate quantity of treated water and 
sugar will be added to a measured quantity of the concentrate. 
The prepared juices or nectars will be homogenised and deaerated
• in order to separate the incorporated air which could adversely 
affect the chemical properties of the finished product. It will 
then be sterelized, cooled to filling temperatures, filled in 
aseptic packs and stored.
( d )  PACKTNfr SECTinN:

The juice will be packed in aseptic containers 
(laminated paper board boxes). The section will include three 
packing machines each with a capacity of 3000 packs per hour. 
Assuming two shift operations and 300 working days, the total 
packing capacity works out to 43.200 million packs per year. 
MARKETTHCr ANALYSIS

The market for fruit drinks has been increasing over 
the past few years. The growth, in particular, has been for 
fruit juice drinks packed in disposable, aseptic containers. 
Apart from the production from modern fruit processing plants 
such as Frost, Bambino, Golden, many enterpreneurs without 
extraction facilities are simply packing fruit juice drinks after
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mixing to cater to existing demand. This situation will change, 
once units presently under construction come into operation. 
Nevertheless, the market for fruit juice drinks is likely to 
grow. A survey conducted by Coca Cola Export Corporation of 
Pakistan, to determine the market for fruit drinks, revealed a 
distinct shift of demand towards fruit juice drinks within the 
beverages market. This is reflected in the considerable interest 
and investment in the industry on the part of cooperative 
Society. Projections of the growth of the market for beverages 
and estimates of the supply of fruit juice drinks (from existing 
and sanctioned units) are shown below:
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Years Total Beverage Market 
Hillion Bottles

Esti»ated Supply of fruit drinks 
(Million Bottles/Packs)

Percentage Share of 
Fruit Drinks

1983-84 (actual) 960 80.0 8.0

1984-85 1104 157.68 14.0

1985-86 1270 233.42 15.0

1986-87 1460 270.36 IB.O

1987-88 1679 420.678 25.0

1988-89 1931 575.084 30.0

1989-90 2221 610.230 27.0

1990-91 2554 617.402 24.0

1991-92 2937 617.402 21.0

1992-93 3379 617.402 18.0

While the projection of the growth of the beverages 
market (and as a consequence the share of that market which the



fruit juice industry would have to attain given its production 
capacity) appears optimistic, there are certain factors which 
suggest that these estimates may not be unreasonable.

Firstly, the base from which the projections have been 
made 'is almost certainly on the low side, given considerable 
under-reporting of production by beverage units to evade taxes. 
Secondly, the supply of fruit juice drinks over the period 
projected is likely to be over-estimated as the production 
capacity of certain units is based on three shift operations 
which is unlikely to be achieved in practice. Thirdly, current 
Government policy is to discourage the expansion of capacity in 
the synthetic based carborated beverages industry which use 
imported raw materials.

Fruit concentrates for export purposes will also be 
manufactured and fruit drinks for local market. At 100% 
efficiency level the project will produce 46.442 million packs 
of fruit juice drinks and 1616 tonnes of concentrates.
Product Details/Specification

The products of the project will have the following 
packing sizes and prices:
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Sr.No. Products________ Tvoe of Packing Size_______ EieFactorv Price/unit Retail Price
1. Fruit Drinks Tetra Brick 250 si, Rs.2.25 Rs. 3.50

2. Fruit Concentrates!
— Mango Bag in Box 200 Kg Rs.4000/-
— Citrus h 6uava Rs.3500/-
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The cost of packing is assumed to be as follows:
Price/Pack

Tatra Brick Cartons 
Bag in Box

250 ml. 
200 kg

Rs.0.75
Rs.120/-

Distrihnf.ion Channel
The distribution of concentrates abroad will be handled 

by the importers. As far as the distribution in local market is 
concerned, the Society will appoint ten distributors in the 
following cities who will cover the respective territories:-

Terrrtory:
Karachi
Hyderabad
Quetta
Multan
Lahore
Guj ranwala
Faisalabad
Sargodha
Rawalpindi
Peshawar

Karachi
Hyderabad
Quetta/Balochistan
Multan
Lahore
Gujranwala/Sialkot
Faisalabad
Sargodha
Rawalpindi/Islamabad
Peshawar/NWFP

The distributors and retailers' margins will be Rs.
0.15 and Rs. 0.60 per pack respectively. These are in line with
margins prevailing in the market for similar products.

The following channel of distribution will be adopted 
by the S&ciety for local sales;



Frocureaent of...f.ruLt
The fruit procurement of the project will be easily met 

from the adjoining fruit producing areas through Society. The 
requirement of raw materials and their cost will be as follows: 
Fruit_____________Quantity (Tonnes)__________Pr.ice/toa_ (£5..̂ -------
Ciitrus
Mango
Guava
Sugar

4,800
2,400
1,920
1,070

2.000 to 2,200
5.000
2.000 

800

Packing material will be procured from M/S Tetra Pak, 
(Pvt) Ltd. Lahore.
Implementation Programme

The project will be implemented in one and a half
years.

The capacity utilization schedule is assumed as
follows:



1st year 
2nd year 
3rd year

*

4th year 
Expected Economic ImoacLt

Return to the Economy 
[value added (4th year)] 
Employment Created 
Value added per worker - 
Fixed Cost/job created

70%
80%
90%

29

60%

Rs.38.158 million 
100 persons 

Rs.0.407 million (4th year) 
Rs.0.828 million.

IRR on equity = '50.6%
on total investment = 31.3%

- Net present value (NPV) = Rs. 80.061 million
Benefit cost Ratio (BCR) = 1.15
Return on investment (4th year)= 22.3%
Payback period 
Breakeven Point (Capacity) 
Debt Service coverage Ratio 

2nd year 
3rd year 
4th year 
5th year

4.4 years 
48%

1.62
1.91
2.19
2.20
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Justifications of the Pro.iect
This project is justified on the following grounds:
It is financially and technically viable 
It will contribute to GNP
It will provide incentive to fruit growers by creating a 
marketing outlet.
The project will earn foreign exchange through export of its 
products.
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Considering the growers of orange plantation in the 
project area, it is the prime need of the hour to 
organise a systematic marketing so that the growers are 
assured of a reasonable price for their produce.
By strengthening the growers own marketing institution, 
it can be possible to provide a better alternative of 
marketing and exploitation of the farmers by the 
contractors will be eliminated. Therefore, Punjab 
Provincial Cooperative Bank Ltd. and Federal 
Cooperative Bank of Pakistan should come forward to 
provide the long term loan for setting up of the 
processing plant.
Agriculture Department should provide all necessary 
inputs. Technical guidance to the growers in
coordination with the society. Agriculture Department 
should also strengthen and develop its mother fruit 
nurseries so as to provide good quality plant material 
to the growers at reasonable cost. Agriculture 
University, Faisalabad should take up reasonable 
programmes to provide latest technology to the growers 
in the area.
The Society should capture the minimum share of orange 
produce and also try to increase the yield per acre.

CHAPTER - VII
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managerial and technical personnel for management of 
marketing/processing unit. The Society should recruit 
its own employees so that they can feel that their fate 
is linked with the Society.

6. The Society with the help of Cooperative Department
should tie up marketing strategy with the institutions 
like NCSC and District Cooperative Market, Defence 
Serving and Tourism Development Corporation.

7. The Society should arrange for training in picking of
oranges in order to provide gainful employment to the 
local youth.,

8. The Socieliy should start working with the objective of
establishing processing unit. All necessary
arrangements should be completed in a phased manner so 
that unit could be installed.

9. The input requirements of the members of the
Cooperative be arranged well in time by coordinating 
the activities with the field level officers of the 
Agriculture Department.

10. The processing unit should increase its production by
procuring more production gradually so that capacity of 
the plant can be increased.

.5. The Society should appoint the best available



ANNEXURE 1

AREA 4 PRODUCTION UNDER FRUIT CROP CULTIVATION IN PUNJAB AND COHHAND AREA

Naie of the Area in Hectares Production in 

Fruit Crop ' Punjab Punjab
(Tonnes)

Area in Hectares Production in 
in Coisand Area Couand Area 

(Saroodha) (Tonnes

1. Orange (Kinno) 172360 1407448 35603 295000

2. Leion 8183 50617 1725 12150

3. Banana 739 3219 241 994

4. Guava 19045 144735 1661 13516

Source: Crop Agriculture Reporting Centre, Rawalpindi Division.

ANNEXURE

RAIN FALL DURING LAST TEN YEARS IN SARGODHA DISTRICT

S.No. Year Rainfall in lit

1. 1979 587

2. 1980 686

3. 1981 577

4. 1982 767

5. 1983 637

b. 1984 568

7. 1985 435

8. 1986 309

9. 1987 326

10. 1988 305
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BOARD OF DIRECTlffiS

Hanaging Director/Beneral Hanager

M C X U R E  4

Finance & Accounts 
Manager !

Marketing Manager Procureient Manager Adiinistration Manager

Accounts Assistants 

(3)
I
I

Cashier

(1)

Through Distribution Horticultural Extion Horkers 
(4)

Assistants/Clerks
(4)

Plant Hanager

Security Inchar'ge Store Incharge Maintenance Incharge Laboratory Incharge Production Supervisors

Hatchaan Store Assistant Skilled Labour

(3)

Skilled Labour

Drivers
Mechanical
Supervisor

Store Attendants

Electrical
Supervisor

Unskilled Labour

Skilled/SMi-skilled/, 
Unskilled Labour

Seti-Skilled Labour Seii-& Unskilled 
Labour



W I C X m E  5

PfiOJECT IHPLEHENTATION SCHEDULE

Months — > 1 1 1 2 ; 3 I 4 I 5 ! 6 : 7 ! 8 : 9 110 111 112 113 !14 115 |16 !17 118 |19 !20 |2i !22 123 [ 24

BeM U il
1. Afiprovil froi financial 

Institution for Loan

2. Purchase/develop«nt of 
Project land

3. OocuKntation

4. Purchase of Machinery
-Foreign
-Local

5. Civil Horiis

6. Erection of Machinery

7. Trial ftms

8. CoMercial Production

xxxxxxxx

xxxxxxxx

xxxxxxxxxxx

xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

xxxxxxxxxxxxxxxx

xxxxxxxxxx

xxxxxxxxxxx-



COST OF CIVIL HORKS

(Rs.OOO)

ANNEXURE

S.Nd . Iteis Area So.Meters Rates Rs./So.Meter Total Cost

1. Fruit Extraction 500 1500 750

2. Juice Processing 4 Concentration 300 1500 450

3. Reconstitution 300 1500 450

4. Packing 300 1000 300

5. Electricity, Coipression & Laboratory 50 ■ 1500 75

b. Boiler Rooi . 80 1500 120

7. Morkshop SO 1500 75

' 8. Fresh Fruit Sheds 350 1000 350

9. Chilled Rooi 1000 1500 1350

10. SodoHns 600 1000 600

11. Adiinistration Block 200 1000 200

12. Gate Office 20 1200 24

13. Tubeitell Dia 3' — — 100

14. Overhead/Underground Hater Tank ■»<» 220

IS. Housing Colony 750 1200 900

Total Cost of Civil Horks 3750 5964

(Say Rupees 6.000 Million).



DETAILS OF FOREIGN HACHINERY COST

(Rs. in lillioni
Local Currency Foreign Currency

Processing Line 

Packing Line

Insurance, Surcharge, Inland Freight etc. on Processing Line 

Insurance, Surcharge, Inland Freight etc. on Packing Line 

Installation Cost

TOTAL

5.670

3.542

9.212

31.500

19.680

2.231

53.411

COST OF RAH MATERIALS

(Us. in Hillipn)

ANWEXURE 8

Quantity (Tonnes) Rate/l onne.,iis_.J T Q t a L C o s L

Citrus

Hango

Suava

4800

2400

1920

2000

5000

2000

9.600

12.000

3.840



ANNEXURE 9

DERIVATION OF UNIT COSTS

Allocation Allocation of Cost (Rs.*illion) Unit Cost (Rs./Unit

Hanoo
-- Juice.Drink 48X 5.760 0.330

"  Concentrate 52X , 6.240 1667

Citrus

-- Juice Drink 462 4.416 0.250

-- Concentrate 54X S.184 1196

Buava
-- Juice Drink 

• "  Concentrate
m
m

1.536
2.304

0.130
531

, ANNEXURE 10

UTILITIES

Variable Cost (Rs./KHH) Fixed Cost (Rs./KHH)

600 0.39 85.00

Variable Cost = 600 X 16 X 330 X 0.39 = 1235520

Fixed Cost = 600 X 12 X 85 = 612300



AMHEXURE ...II

JillgE__EXTRACTION

FRUIT HANDLING 
Citrus
Guava & Mango 

JUTCE RXTRACTION

2500
3000

PERinn

Kg/hour 
Kg/hour

- Citrus 120 days
Mango 50 days

- Guava 40 days
Total 210 davs

1.3 ANNUAL FRUIT REQUIREMENTS 
(16 hours - 2 shifts/day)

■ Citrus 4800 Tonnes
Mango 2400 Tonnes
Guava 1920 Tonnes
Total _____ 9120 Tonnes



ANHEXURE .12

JUICE__SALE PROGRAMME

..emus___ MANGO ■ GUAVA TOTAL
Fruit Drinks 4412 4319 2881 11612

(20%) (18%) (16%)

Packc; Sa 1 ftCj/Annual:

Pack capacity
Citrus

- Concentrate
- Fruit Drinks

Hango
- Concentrate
- Fruit Drinks,

Guava
- Concentrate
- Fruit Drinks

Total
Concentrate (200 Kg bags"̂
Mango 3,745
Citrus 880
Guava 3,455

Pack 
250 ml

17,648

17,276

11,524
46.448

CRs- Million) 
200 Kg

0.880

3.745

3.455

8 .Q8Q



A N N F y i l R K  1 3

Juice Yield. Annual
Citrus @ 40%

- Mango' @ 60% (Puree)
- Guava @ 60% (Puree)

Total:
Jnioe Cnnnent.rate Prodnction. Annual

Citrus Concentrate (65° Brix)
- Mango Puree (17° Brix)

Guava Puree (17° Brix)
Total

1920 Tonnes 
1440 Tonnes 
1152...Tcinnes. 
1512 Tonnes

326 Tonnes 
1440 Tonnes 
1.152 Tojines.
2918 Tonnes

Concentrate Allocation Programme

Citrus Hango Guava Total
(65° Brix) 11̂  Brix) ( i f  Brix) (Tonnes

Expoort as Concentrate

Sales as Fruit Drinks in local larket

Total Tonnes:

176

150

J2L

749

691

691

461

1616

1302

J 4 4 L il5L J 9 1 L



flNNEXURE 14

BREAK EVEN CAPACITY

(Rs. Willion)

Rai« Material

Labour

Utilities

Repair and Haintenance 

Stores and Spares 

Excise Tax 

•Debt Servicing 

Adtinistration Expenses 

General Expenses 

Selling Expenses

Sales 
Break even capacity

Fixed Cost Variable Cost

2.40

0.612

0.592

0.824

15.569

0.885

0.600

22.794

121.182

63.473

2.798

4.180

7.960

78.411

48X



ANHEXURE 1 5

WORKING CAPITAL REQUIREMENTS 
(Million Rupees)

Cnrrent Assets
1. Stocks

(.a) Raw Materiala
Fruit 7 days
Packing Material 30 days

Sugar/Chemicals 30 days

2 .

3

(b) Stores and Spares 
<c) Finished goods

Accounts Receivable
Cash

60 days 
15 days

7 days

Wages & Salaries 
Utilities
Repair & Maintenance 
Admin & General Expenses 
Selling Expenses 
Excise & Tax

30 days

4. Insurance 
Total Current Assets.
Current T.iabilities
1. Accounts Payable (for packing 15 days only)
2. Commercial Bank Loan 

Total Current Liabilities 
Net Initial Working Capital

3.045

0.137
6.185
1.706

1.541

0.952
10.384

1.074
4.330
5.404
4.980



AtlEEXU.EE 13.

S ALARI ES  AND WAGES

Number S..ajLary..
Monthly____Airnual

Direct
General Manager 
Plant Manager 
Procurement Manager 
Production Supervisors

1
1
1
3

8,000
6,500
5.000
4.000

96.000
78.000
60.000 

1,44,000
Juice Processing Area 

Skilled 
Semi-skilled 
Unskilled

4
4
8

1,000
800
600

48,000
38,400
57,600

Tetra Pack Filling & Packing Area 
Skilled 
Semi-skilled

4
8

1,500
800

72,000
76,800

Utilities Section 
Skilled 
Semi-skilled 
Unskilled

4
4
2

1,500
800
600

72,000
38.400
14.400

Laboratory Section 
Incharge 
Skilled 
Semi-skilled

1
5
5

3.000
1.000  
800

36.000
60.000 
48,000

Maintenance Section 
Incharge
Mechanical Supervisor 
Electrical Supervisor 
Skilled 
Semi-skilled 
Unskilled

1
1
1
4
4
2

5.000
3.000
3.000 
1,500
800
600

60,000
36.000
36.000
72.000
38.400
14.400

Stored! Section
Store Incharge 
Store Assistants 
Unskilled

1
2
2

2,500
1 ,000
600

30.000
24.000
14.000

S.so.arity Sectioa 
Incharge 
Watchman 
Drivers

16
3

8 3

2,500
600

1 ,000

30.000 
43,200
36.000

1 3 . 7 4 , 0 0 0



Add Fringe Benefits @ 55%
Total Direct Salaries and Wages

7,55,700
21.29,700

Admin Manager
Marketing Manager 
Assistants/Clerks 

Horticulture Extension Worker 
Peon

Accounts Manager 
Accounts assistants

Add Fringe Benefits @ 55%

1
1
4)
4)
2
1
4
17

3.000
3.000
1. 000

600
3.000
1. 000

36.000
36.000 
120,000
24,400
36.000
48.000
290,400
159,720

Total 450,120

INVESTMENT STRUCTURE AND SCHEDULE
Annexure .17

(Rs. in Hillion)
At I»pleientation

___M il
Realaceaent Year 5 Depreciation Depreciation 
L.C* F.C. Total Rate Authorization

Land i its Developcent 

Civil Horks 

Machinery 

Vehicles

1.350 - 1.350

6.000 -- 6.000
14.990 53.411 68.401

0.950 -- 0.950

Office Equiptent & Furnitures 0.200 -- 0.200

Pre-operation expenses 0.700 -- 0.700

Sub-Total 24.190 53.411 77.601

Financial Charges 
during Construction 7.478 7.478

0.950

OX

5X

lOX

20X

lOX

lOX

lOX

0.000

0.300

6.840

0.190

0.020

0.070

0.748

Grand Total 31.688 53.411 85.079 0.950 9.6X 8.168



ANNEXURE 18

PRODUCTION STRUCTURE OF PROJECT

Product Designation

Product I Product 2 Product 3 Product 4 Product 5 
Concentrated Concentrated Mango Buava Citrus
Citrus/Guava tango____________ _̂ _______________________

Reference Unit 

Capacity Rating (H.Units)

Unit Sale Price (Rs./Unit)

Capacity Full Year (H.Rs.)

Product as Share of Capacity (X)

Production years 1 

Product as share 1st year of production (X)11.3

200 Kg 200 Kg 250 •] 250 il 250 11

0.0043 0.00374 176.276 11.524 17.642

3500 4000 2.25 2.25 2.25

15.173 14.980 38.871 25.929 39.695

11.3 11.1 28.9 19.3 29.5

9.104 8.988 23.323 15.557 23.817

(X)11.3 11.1 28.9 19.3 29.5

YEARLY PRODUCTION

ANNEXURE 19

Year 1 2 3 4 5 6 7 8 9 10 10 Reference

Caoacitv Utilization 60X 70X m m 90X 90)! 90)! 90X 90X m 100 I

Product 1 Cone. Citrus/Buava 9.104 10.621 12.138 13.655 13.655 13.655 13.655 13.655 13.655 13.655 15.173

Product 2 Cone. Hango 8.988 10.486 11.984 13.482 13.482 13.482 13.482 13.482 13.482 13.482 14.980

Product 3 Hango 23.323 27.210 31.092 34.984 34.984 34.984 34.984 34.984 34.984 34.984 38.871

Product 4 Buava 15.557 18.150 20.743 23.336 23.336 23.336 23.336 23.336 23.336 23.336 25.929

Product 5 Citrus 23.917 27.786 31.756 35.725 35.725 35.725 35.725 35.725 35.725 35.725 39.695

Yearly total 80.788 94.253 107.718 121.182 121.182 121.182 121.182 121.182 121.182 121.182 134.647



mm  20

RAW HATERIflL UNIT COST

Product ----- > Cone. Citrus/Suava Cone. Kango Mango Buava Citrus

Raw Haterial_______ Reference Unit-)_ _ _ _ _ _ _ 200 to._________ 200 Ko. 250 «1. 250 il 250 ■!.

Citrus 1196.00 —  „  _  q .25

Kiflgo —  1667.00 0.33 —  —

Guava 531.00 —  —  0.13 —

Packing 120.00 120.00 0.75 0.75 0.75

gugjr 0.20 0.20 0.20
Total 1847.00 1787.00 1.28 1.08 1.20

' As Xage Unit Sale Price 52.8X 44.7X 57.0X 48.2X



INCDHE STATEHENT

ANNEXURE 21

Yeirs ” 1 L L 4 5 6 7 8 9 10

Sales 76.749 93.580 107.04 120.509 121.182 121.182 121.182 121.182 121.182 121.182

Production Costs 
Rax Materials 42.315 49.368 56.420 63,473 63,473 63.473 63,473 63.473 63.473 63.473

Labour 2.400 2.400 2.400 2.400 2.400 2.400 2.400 2.400 2.400 2.400

Utilities 2.477 2.788 3.099 3.410 3.410 3.410 3.410 3.410 3.410 3.410

Stores and Spares 0.824 0.824 0.824 0.824 0.824 0.824 0.824 0.824 0.824 0.824

Maintenance k Rgpairs 0.952 0.952 0.952 0.952 0.952 0.952 0.952 0.952 0.952 0.952

^  Excise Tax 2.786 3.251 3.715 4.180 4.180 4.180 4.180 4.180 4.180 4.180

Insurance .952 0.952 0.952 0.952 0.952 0.952 0.952 0.952 0.952 0.952

Depreciation 7.350 7.350 7.350- 7.350 7.350 7.350 7.350 7.350 7.350 7.350

Total Production costs 
Inventory Adiustisnt

Ra« Material - Open Stock 
- Close Stock 

Finished Goods -Open Stock 
-Close Stock

60.057 67.885 75.713 83.541 83.541 83.541 83.541 83.541 83.541 83.541

3.045
3.552

3.003

3.552
4.059
3.003
3.394

4.059
4.567

3.394
3.786

4.567
4.567 

3.786 
4.177

4.567
4.567

4.177
4.177

4.567
4.567
4.177
4.177

4.567
4.567

4.177
4.177

4.567
4.567
4.177
4.177

4.567
4.567
4.177
4.177

4.567
4.567
4.177
4.177

Net Adjustment on Finished Goods (3.003) (0.391) (0.391) (0.391) 0.000 0.000 0.000 0.000 0.000 0.000

Total Cost of Sales 57.054 67.494 75.322 83.149 83.541 83.541 83.541 83.541 83.541 83.541

Gross Margin 19.694 26.086 31.723 37.360 37.641 37.641 37.641 37.641 37.641 37.641
Ooeratino Costs

Adiinistrative Salaries 0.885 ' 0.885 0.885 0.885 0.885 0.885 0.885 0.885 0.885 0.885

General Expenses 0.600 0.600 0.600 0.600 0.600 0,600 0.600 0.600 0.600 0.600
^  Selling Expenses 5.306 6.191 7.075 7.960 7,960 7.960 7.960 7.960 7.960 7.960

Total Operating Expenses 6.791 6.676 8.560 9.445 9.445 9.445 9.445 9.445 9.445 9.445
Operating Profit 12.903 18.410 23.163 27.915 28.197 28.197 28.197 28.197 28.197 28.197

Non-Ooeratina Exoenses
Financial Charges 9.130 10.324 9.597 8.627 7.798 6.170 5.470 4.060 2.444 0.606

Authorization 0.818 0.818 0.818 0.818 0.818 0.818 0.818 0.818 0.818 0.818

Total Financial Charges 9.948 11.142 10.407 9.445 8.616 7.528 6.287 4.878 3.262 1.426

Proit before tax (7X) 2.955 7.268 12.756 18.470 19.581 20.669 21.910 23.319 24.935 26.771

Morkers Part, Fund 0.193 0.478 0.834 1.200 1.281 1.353 1.433 1.526 1.631 1.761

Tax holiday (5 years) Rate 402 0.000 0.000 0.000 0.000 0.000 7.727 8.190 8.719 9.322 10.008

Net Profit 2.761 6.793 11.921 17.145 18.300 11.590 12.286 13.079 13.982 15.013

RATIOS
Gross Margin/Sales 25.7X 27.9X 29.6X 31.OX 31. IX 31. IX 31.IX 31.IX 31.IX 31.IX

Operatittg Profit/Sales 18.8X 19.7X 21.6X 23.2X 23.3X 23.3X 23.3X 23.3X 23.3X 23.3X

Pre-tax Profit/Sales 3.8X 7.8X 11.9X 15.2X 16.2X 17.IX 18.IX 19.2X 20.6X 22.IX

Return on Investient 3.6X 8.8X 15.5X 22.3X 23.8X 15.IX 16. OX 17.OX 18.2X 19.5X

Return on Equity 9.5X 23.3X 40.9X 58.8X 62.7X 39.7X 42, IX 44.8X 47.9X 51.5X



ANNEKURE 22

CASH FLOW STATEHENT

Years — 0_ L 2_ L L L 6_ L L 9 10

INFLOWS
Revenues froa sales 76.749 93.580 107.044 120.509 121.182 121.182 121.182 121.182 121.182 121.182 121.182

Total Inflows 76.749 93.580 107.044 120.509 121.182 121.182 121.182 121.182 121.182 121.182 121.182
3UTFL0HS
Operational Cash 52.707 60.535 68.363 76.191 76.191 76.191 76.191 76.191 76.191 76.191 76.191
Expenses (Depreciation etc)
General, Adan., Selling Expenses 6.791 7.676 8.560 9.445 9.445 9.445 9.445 9.445 9.445 9.445 9.445

Funds froa Operations 17.250 25.369 30.121 34.874 35.547 35.547 35.547 35.547 35.547 35.547 35.547
Increase/Decrease
General Fined Assets 76.901 0.000 . . . — — — — — . . . —

Pre-Production Expenses 0.700 0.000 — — — — — — — —

Inventories, Rai< Materials 3.045 0.507 0.507 0.000 . . . — — — —

Inventories, Finished Goods 0.000 3.003 0.391 0.391 — — . . . — — —

Inventories, Spares 0.137 . . . . . . —

Total Outflons 80.783 63.009 69.110 77.822 86.027 86.535 85.635 85.635 85.635 85,635 85.635
Salvage Benefits -•

-On Fixed Assets at lOX initial value 7.551

-On Norking capital 8.744

Benefits befors Financing 80.783 13.740 24.470 29.222 34.482 34.597 35.547 35.547 35.547 35.547 51.846

— Investment Recovery Period (Years) = 3.4
f  "  Benefit/Cost Ratio at 15K S 1.15

"  Net Present value at 15X = 60.061

"  Internal Rate of Return on All Resources = 31i3X
Total Loanns Received 53.411 — — — — — — — — —

Debt Servicing — 3.724 (15.570)(15,570) (15,570)(15.570) 915.570)(15.570) (15.570)(15.570) (0.608)

Accounts Receivable — (1.706) (0.284) (0.284) (0.284) — — — — — 2.558
Accounts Payable 1.074 0.179 0.179 0.179 -- —- (1.611)

Net Financing 54.485 2.197 (15.675X15.675) (15.854) 15.570 15.570 15.570 15.570 15.570 0.341

Benefit after Financing (26.298) 15.937 8.795 13.548 18.625 19.027 19.977 19.977 19.977 19.977 52.187

internal Rate! of Return after External Financing = 56.2X
Taxes 4 Para-Tax?s

Workers Part, Fund 0.193 0.476 0.834 1.200 1.287 1.352 1.433 1.526 1.631 1.751

Taxes on Profit — — — . . . — — 7.727 8.190 8.719 9,322 10.009

Benefits after Taxes (26.298) 15.744 8.320 12.713 17.428 17.746 10.898 10.354 9.733 9.025 40.427

- Equity Pay Back Period (Years) = 2.2
- Internal Rate of Return on Equity after Taxes = 50.6X



4th ICA Japan Training Course, IDACA, Tokyo.

Comments/suggestions made on the Project prepared 

Mr Tariq Hussain Nadeem, Pakistan
(other than those made by the group presentations)

1. Separate statement for cash required for working capital 
should be shown. It should be separated from the cash

flow statement, (annex 22)
2. Equity to be raised from members seems very large. Small 
farmers cannot participate in the project.

3. Compared to production processing is low. Controlling of 
pricesafter processing will be difficult.

4. No sensitivity analysis is done.
5. Basic data, supporting data is not adequate. Not possible 

to work out feasibility of project in absence of these.
6. Profitability in terms of each product should be worked, 
out.

7. Senstitivity analysis when done will change IRR and invest
ment finance drastically.

8. Working capital in this project has been calculated 
differently.

9. Considerable editing in project dpocumentation is needed.

10. Many tables not needed are included.
11. Cross reference is missing.
12. Spoilage is not considered in estimations.
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CHAPTER I

SUMMARY

The main conce-rned of the- project is to strengthen the 

management capabi1ities of the Village Multi-Purpose Cooperative 

and the Federation 9f the Village Multi-Purpose Cooperatives in 

hastening the promotion and development of rice grain industry in 
Candataa, Pampanga, Phi 1 ippjnee-s =

The project involves the integration of the ten CiO) 

villages multi-purpose cooperatives into a F'ederation of Multi- 
Pur pose Cooper at i ve?|»

It is envisi&t^#^d that .1.200 has„ will be targeted for
financing in the fo^m of fê rm inputs, in the amount not more 

than P'Sj.OOO.OO per !)|‘ctarey benefitting 500 cooperat i ve-memb€?r s.
Accordingly, post-h^fvest facilities and other services will be

¥
made available to village cooperative members.

A floor pric|t f>f P250.00 per cavan of paddy will be the
procurement cost, k estimated 70,000 cavans, equivalent to 80% 
of the coop-memberf |otal gross harvest will be procured with a 
tota 1 cost of 17„ 5 3.1 ioii =

The ware*house estimated capacity rang€?s from 50,000 to
60,000 cavans of ri<?*=v while the rice mill has a rated capacity of 

200 - 250 cavans p«̂ r 12 hour slrl fted with an efficiency of S5%.

Of the 70,000 cavan-s paddy rice to be milled, the expected output 
of well--mi lied rice in 45,500 cavans, 280̂ '"’00 kgs„ of rice bran
and 70,000 kgs„ of rice grit.

The products will be market&d to linkages cooperatives, 
hotels, restaurants, government cooep-i v-es and to private

1



traders. Market price for weli-rnilled rice is P450»00 per cavan 

of 50 kgs=
The business operation of the project shall be manage by a 

competent staff. The Baord of Directors shall oversee the 
execution of the management of their plans, programs and policies 

promulgated by them.
Initial project cost is estimated at P14,145^045.00 which 

will be source from banking institutions or grant from donor 
countires. It bears an annual interest rate of 12 per cent. 

Coop production loan will be paid on one year period and ail the 
rest for a five year period.,

The project after seven years of operations has a net 

present value CNPV) of 1,OSS,793 with an internal rate of return 

Cl FIR) of 15 per cent.
Based on computed data, the project is viable and feasible.



Ricfr is t'-i* s'caple foou of tne- Pij.ipino people ana the 
lifeblood of the coui-rbry,: One of she- iriajor concern of the

country is to crovide adecuate and continous supply of rice to 
its growing popui eve i on. Tnus, it neceset-s.tes to prepare and 
impiernent plans and progran-is to address these concerns. 
Henceforth, several progr^ims with î uiit in oackaoe of tne matured 
technologies have oeen 2.ntrccuceci and impi ê .v.entea in differe-nt 
specific locations where it; is best suitea or adoptS'Ci to maxiniise 

productivi ty.

In line wiv;n tnis, i™ -s nor suf~ice to say that higher 
expected oroduccion is by itselr oroductivity or orofitabi1ity 
because in 'i;he process from narvesting to rfiillxng a great deal of 
grain losses hao occured tnus in effect affects profitability. 
Tnis kind of scenario in farming occurs in every nook and corner 
of the Philippines were rxce is tne major Agricultural crop being 

planted.

Region III or Central Luson is predoiTiinant 1 y a rice growing 
region. duDPed as the rice gr-ars&ry of the Philippines which 
comprises tne provinces o'!' Mueva £cija^ Tarlac, ZamDales, 
P a rn pang a, B u 1 a c a n , a n a b a. t a a n 1 n c 1 u d i n g f i v e cities. It is the 
region -chat supply most of the rice consumption of Metro Manila 

and suDurbs»

Rice production is one of the major source of incorn-e of the 
farmers in UanciaDa,. Utne-r major commccvi. t i es pianteci includes 
•veqetablesj water melons and musk melon„ However 5 during rainy

CHAPTER II

INTRODUCTION



s ea sons fish n r o G u c t i c n  is -’iext to r-.ce :;.n ^ernis cf major sour ce  

of incoii'!* n rhe comfiU.in:i. v;y.; Canoa&aj tne targer project s;;. te has 

a total of 1 6 , 0 0 0  e f fee ve I'iectaraqe plai-Tcec to r:i.ce cu ring wet 

anc dry  season wi. tn a ;;ota.:. es'c i rMa'cec produ c c i o n  of bO j O O O  metric 

tons,, Oe sD i t e  cf -^nis great potentia;. in rice p r o G u c t i o n  an 

e st i m a t e d  g r a m  prod u c c i o n  losses re ac h e s  a qreat staqe r r i n g  15X 

hign TAarK or 9 ,000 i''U valued at 45 m:i. li:,. on p e s o s » Tnis

phenoiwenon attri bu tes to ina deq ua te tecnnoi ocy ano rAodern 

f a c i i X t i e s „ A 11 o u ci ri s e v e r- a 1 p o s t -• /'i a r v e s t f a c i 1 i t x e s such a s 

tnresherj, gra:;.n aye"-. r::.ce miils etc» are oresent xn tne area;, 

they are owned anc; oD&rat&d Dy pr iv a t e  nai v z dual s and ir on i c a l l y  

none from tne vi ll ag e based or c oiTirnun 1 1  y basec farmers

0 r g a n 1 E a t i o n what c o n'i d cj u r\ d e d t n e m a 1 1 e r s v s „ s t i 1... t h e s e

‘facilities are very much ina aec ua te and i ne f f i c i ent to meet tne

ci e n'i a n d „ given t !'u s is c e n a i o t rs e g o v e r r; ;vi e n t h as r e a l i z e  it s

1 ri'ipl ecat i ons to tne economyj nen ce fo rtn one of the roa.ior thrust

of go ver nme nt on Agricultural Devel opr:',ent is to make farming a 

p r a u c t i v e  and p r o f i t a b l e  c u s ines s enterprises. u o r o l l a r y  to this 

thrust th ere is a neeci to revita^. ise and st re n g t h e n  tne vi ll a g e 

or c o m m u n i t y  Dasea farmers o r g a n i z a t i o n s  in terms of managerial^ 

tecnnical ano financial c a p a D i l i t i e s  s u p p o r t i v e  to c a t er in g vitai 

anc!i nec es a r y  neeo s of the Agr icultural sector in oa rti c u i a r  and 

t ne c ommun i t y i n gen er a 1,

The m u m  c 1 Qal 1 ty of Canaabaj, P a m p a n g a  is located in tne 

Ivortneastern part of the provinces, bounaeu on the North by the 

p r o vi nce on Aiueva Ec ija anc on tne Last oy the o r o v i n c e  of 

Eulacan„ It is ap pr o x i m a t e l y  20 ;<ms„ away from the provincial 

capital at San Fernanco, /"ampanqa that can :je reacheci r)y :_anc 

t r a n s d o r t a 1 1 o n t n s. z t r a v e r s e- t n r o i..i g n a s o n a 1 1 e d a <-'i d c e me rs tec
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r o a ci s , D i s t a n t v i  a g e s a b  e r • * a ;■■ e s " r c u g h a ci r c u ;L o u s 

ro utes pa35i;-ig through tne Dr ov:i. nces of .vueva £ci ja anc Buiacan,, 

How ever tne sa'cel :i. re vii. ilage c: oo j*r a v ve s w : i . n  tne S knis. 

ra dios of the Center oper a-;vons of v;;--;e ■ ecer a':: i on of viiiaqe

m u i t i “• p u r D o s e c o o p e r’ a t :i. v e are very n’! ;..i. i::: a c c e s s i b 1 e t o

■i r ari sp or t ac; i irm „

The terrai n of Ca nd a o a  :;.s r ei ac i ve.i. y fia'c with no iViore than

'o'/i y r ao I ei'TC and a arsi'a:; portio n becoiY:es sw arupy CL;r:i. hq r ai ny

seasons^ The soii is very ferr::. ie gooci irr iq at ion

fa cilities such as A n q a t .Maga'c; i r r i ca':; i ons Systerru siuali water

i mprovi di ng s r o jec ts  ana high vo.i. urne ir rigawion pui'nps, but

r e l a t i v e l y  ineffici enr draii-iaqe f ac i 1 i'i; i es „ “"ne soil type is 

p r e d o m i n a n t 1y San F e r n a n d o  clay and Arayat ciay= Dther a r e a s  are 

being characte r i sec into ĉ . ay 1 oan anc: silt loan.

It has peen noted that 70a. o ~ tne oopuj.ation s o u r c e  their 

rnai n liv elihood froivi A g r i c u l t u r e  and 30% on ot ner forms of 

livelihood.

With its great potential for Agri cultural ce velo p m e n t  a 

second look to its needs is ti'ierefore i rnper at i ve

PROBLEMS FACED BY F’ARMERS?

Ri c e  farming just ike any other Agric ultur al endeavor nas

its own uni G u e  m u l t i f a r i o u s  act iv i t i e s  besetn with iYiUlti.faceted

p r o b l e m s  that goes with it tnat af fe c t s  our fa r m e r.orocucers.

This pr oD l e m s  mul t i p 1 1 ec when two ro n'iore c r o p p i n g s  are being

□ ra cti cec  by fariuers,, As in -nh* case of Oanc a o a  tnere are two

se as o n s  of plan ting rice„ wet se as o n s  pl ant in g st a r t s  from tne

month of hay to uctooer anc sry season wnxch starts from tne



uionrn of Novem□ er t‘D api 1 „

3*v*rai natural .;:;a.i. ami 1 1 es beset;-; r:;.ce.c r o a u c e r s  du ri ng the

c r o p p i n g  seasons, .Viore so aur;;. ng rai ny seaso,-';. Among otner tnese 

inc ludes  -cypnoon, flood,, drou::;;n\-y o c c u r e n c e  of p e s ’v; anc d i s e a s e s  

and rat d a it. a c e cu 0 1 h e r' p r o o 1 e m s r e 1 a c e q fa c c o r's i n c i u c e s . la c k 

or i n ade qu at e crec:;.t f ac 1 ;i. esv n fr astructur e anc efficient  

ma r k e t i n g  sc he me  to irieni;ion a few.

One of the iViajor c o ncerne d of rice farmers in tne P n i l i p p i n e s  

is the frequent oc c u r e n c e  of -ivyahoon rriost especial., y du ring wet 

season™ this is so be cause  zhe- country, is oeing cubbed as tne 

typhoo n belt area, oe si Ge s thxs natural disaster a s so ciated  

itself wi'ch tne outf l o w  of f:.. ooa wa'cer anc susceptaoi i i r;y of tne 

c r o p s  'CO pest 5 dise a s e s  and r b.z in res tanio n that br i n g s  "Ghe 

farmers down tne crain. As s u c h 5, wi'^n one st ro ke of natural 

c l a a m i t i e s  havoc. it will cake somec; i :nes for the farmers uO 

recover their i nves'i^men^ s= x f at all..

Gn the other hancj wnenever litaerai credit is absent or 

a v a i l a D l e  in a limitec scale farmers n o r m a l l y  r e s o r t s  'to high 

financing sources? iV:eaninc tney re so r t s  to o or r o w i n g s  from 

usurers. The usual pr actice of farmers in tne area is to bo r r o w  

m on ey  from the userer curing plan'cing 'c i me payao!.e right after 

harvest or i-'i o m o re t i a n ioixr m o n t n s of 1 e n d 1 ri g 'c i in e n F" o r every 

?i 0 0 . 0 0  amount oorrowed  this will be reoaid for one cavan of>"
palay ecui valent ■i;o ^"250. In some ins tances  a quart of

pes-cicides or one aag of (50 k q „) '"ertiliEer Dorrowed is Peing 

pai d / e x c h a n q e  for two ca vans of p addy palay, Tn is p r a ctic e

not Deing only illegal d u t; renaers rice farming u n p r o d u c t i v e  and
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unprofitable business enterprise, hence does not free farmers 

from the bondage of poverty. In some cases, though in limited 
scale, credit is available, however/the irony of it is that the 

release of funds intended for the operations is very much

delayed, because of so many papers works, red tape or
Bureaucratic practices associated thereto, thus subjecting 
farmers almost always to the mercy of usurers.

As in the past up to the present the prices of farm inputs is 

steadily increasing while farm products increases at a turtle 
paced. With the prohibitive cost of farm inputs and with undue 

or unbalance farm products prices is another sumountable problems 

that confronts our farmers.

Granting that the non-natural problems of farmers have been
contained or addressed as mentioned earlier, other related 
production problems crops-up, the never ending problems surfaced. 

During harvest time substantial amount of grains are being wasted 
or loss due to improper technique or lack of technological know
how. At post-harvest grain losses are being compounded due to 
improper handling, threshing, drying, storing, milling and other 
post-harvest related operations. These minus factors attributes 
to lack or inadequate availability of efficient cost saving post
harvest facilities as well as technological know-how. It is 
estimated that grain losses during post-harvest operations 
average to 15 per cent of the ‘total gross production.

It must also be viewed with much concerned that during wet 
season cropping, most often than not the moisture content of 
paddy rice is',very high. Under such circumstances, if the 
produce is sold outright to the traders or any buyer the price of



paddy rice is very much lower as compared to when the moisture 

content is on the acceptable level, in which case it is to the 
prejudice or detriment of the producers. In furtherance, at this 

point in time private traders is again manipulating or cornering 

prices at their own advantage leaving the impoverished rice 

producers at their mercy.

Paradoxically, during this crisis period the procurement arm 

of the government is not in a position to provide adequate
support to rhe farmers and can only manage to procure at least
10% of the total gross production and the remaining 90% of the
produce is being absorb by the private sector. What is ironic
about rice-producing farmers is that, after a month or more after 

harvest, the farmers are not already considered as producers but 
mere consumers, that once, he sold his produce at a much lower 
price and buys his consumption at a much higher price.

Those problems mentioned were realized by the farmers, but 
they have not edge forward to resolved them. Although, they have 
organized village associations, yet those organization is futile 
to resolve their problems, because of limited resources to 

address them.

These are the pressing and pervasive problems that confronts 
our farmers, hence something must be done to address or contain 
these problems to free farmer from the bondage of poverty, 
whereby improving their quality of life to become healthy and 
productive citizensry.

NEED AND JUSTIFICATION OF THE PROJECT;
In view of multi-faceted problems that confronts our farmers



and the urgent needs to improve the quality of life of our 
populace, establishment or the projects attune to them is 

*

therefore imperative.

Cognizant of the vast resources potentials of Candaba town 

towards hastening Agricultural Development anchored on the arena 
of Cooperation, it,is of paramount importance that village level 
Multi-Purpose Cooperative, Inc., shall be federated into District 
Multi-Purpose Cooperative or into one solid, operational and 

functional organizationa in order to serve best it clientle more 
effectively and efficiently, there by ensuring its viobility and 

stability.
•

With the great volume of palay to be produced it necessities 
to have a favorable marketing outlets and efficient marketing 
scheme to channel their produce at a competetive prices and a 

fair return of their investments which results to added value 

income.

With the establishment of post-harvest facilities grain 
losses maybe reduced from the present level of 15% down to only 

5% having a managerial savings of 10%. Accordingly, available 
cheap labor in the area can be utilized and to good extent 
provides employment opportunities. Additionally, extra quality 
premieun paddy palay and quality rice grain can be obtained. 
Moreover, prices and supply of the staple food shall be 
stabilized and in effect reduce our dependence or monopoly of the 
private sector to the rice industry will be minimized.

The availability of liberal and long term loan induces 
farmers to increase production and increase their profitability



as they shy away from usurious lenders who absorb a great portion 

of their income.

It must be emphasized that the objective of Cooperative is 
anchored on efficient service' coupled with a just and fair 

surplus to their investments and not to maximize profit to the 

detriment of the consuming public.

The proposed project not only strengthen the Federation of 

Multi-Purpose Cooperative vertically but will also pave the way 

for a a closer coordination, better understanding and stronger 
linkages with horizontally organized Cooperative including 

government entities or Corporation.

CHAPTER III 
T H E  P Q J E C T

OBJECTIVES;
The general objective of the project is to strengthen the 

management of the village Multi-Purpose Cooperative and the 
Federation of Village Multi-Purpose Cooperatives to hasten 
Agricultural Development in the countryside in order to improve 
the quality of life of its members.

Specifically the Objectives of the Project Aims to:
a. Provide value added income to Cooperative members.
b. Provide adequate and quality stapple food to the

populace.
c. Provide employment opportunities.
d. Stabilize rice supply and prices.

e. Improve productivity and profitability of the



producers.

f. Lessen grain losses.
g. Provide a strong, efficient and expanded marketing

channels.
h. Develops and strengthen Linkages with other 

Cooperatives both horizontally and vertically.

i. Serves as business agent in the procurement of produce

and inputs for Cooperative members.
j. Improve standard of living and increase the purchasing

and inputs for Cooperative members.

AREA OF OPERATIONS;
Paddy rice is grown in every villages of the municipality of 

Candaba. However, only ten (10) clustered or satelites villages 

with existing multi-purpose Cooperative will be involved,. Each 
of the ten village multi-purpose cooperative shall function 
independently with each other. While the Federation of Village 
Multi-Purpose Cooperative shall serve as the nucleus or nerve 
center of operations particularly in the field of procurement, 
marketing, milling and financing. The Candaba Proper is proposed 
as the project site because it has all the necessary pre
requisite for the effective and efficient
operations/implementation of the project. The ten (10) village 
Cooperatives serves as its satelite of operations.

PROJECT COMPONENT:
The following are the project components:
a .  F i n a n c i n g

b. Production
c. Threshing



d. Drying
e. Warehousing

f. Milling
g. Transportation
h. Purchasing

i. Marketing

A. FINANCING;
The Federation of Village Multi-Purpose Cooperative, Inc. 

shall extend credit to its ten (10) satelites Village Multi- 
Purpose Cooperatives members; Credit to be extended shall be in 
kind in the form of inputs such as seeds, fertilizers, pesticides 
and other farm implements which in turn will be given to 

individuals village Co-op member shall not exceed P5,000.00 per 
hectare. Likewise the mother Cooperative shall provide threshers 
and Multi-Purpose Village solar dryer to ten (10) of its 
satelites service village Multi-Purpose Cooperative.

B. PRODUCTION:
Rice production is the responsibility of Village Multi- 

Purpose Cooperative members. They are the one who are the source 
of Raw materials needed by the mother Cooperative. The estimated 
rice production area of ten (10) Village Cooperative is placed at 
1200 has. for two cropping season having a production volume of
96,000 cavans or 4,800 metric tons paddy rice.

C. THRESHING:
In as much as village Cooperative are provided each with one 

(1) unit rice threshers, it is imperative that Cooperative 
members shall be given priority in threshing their palay.



D. DRYING:
It is common of knowledge that during wet season moisture 

content of paddy rice being produce is high, thus it necesitate 

for the construction of Multi-Purpose Solar Dryer in each (10) 

Satelite Village Cooperative to improve grain quality. It is 

envisioned that a solar and mechanical Dryer will be 
constructed/established in Mother Cooperative supportive to the 

needs of the ten (10) Satelite Cooperative, with emphasis that 
first priority is always given to Cooperative members.

E. WAREHOUSING:
Warehousing facilities shall be constructed by the Mother 

Cooperative in a 1,500 sq.m. lot with a capacity of 50,000 to
60,000 cavans. This will accomodate roughly 60% of the total 
gross production of Cooperative members.

P. MILLING;
A modern rice mill will be established/constructed by the 

Mother Cooperative to accomodate the volume of paddy rice being 
procured from Cooperative members. The rice mill has a rated 
capacity of 20-25 cavans per hour and can produce a well-milled 
rice or quality of rice so as to have a better and Competetive 

price in the market.

G. TRANSPORTATTON:
The Federation of Village Multi-Purpose Cooperative 

envisioned to purchase two Elf six wheeler truck and one Jeepney 
to serve as transport of farmers produce from the farmers farm to 
the Mother Cooperative warehouse. It will also be utilized to 
transport milled rice to its designated marketing outlet.
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H. PUCHASING:
As proposed, the Mother Cooperative will purchased all the 

farm inputs needed by the Cooperative members. Likewise, 30% of 
the farmers produced shall be procured by the Mother Cooperative.

I. MARKETING:
Marketing is one of the major activities of the Mother 

Cooperative. Products to be marketed are well-milled rice. Rice 
breud and rice grit. It maybe sold in wholesale or retail basis 

depending on the situation.

CHAPTER IV

DETAILS OF PROJECT IMPLEMENTATION:
The Project operationalization will be undertaken by the 

management of the Federation of Village Multi-Purpose 

Cooperative. In the process of implementation the Cooperative 
will provide package of vital and basic services to each 
individuals village Cooperatives and its members such as supply 

of needed farm inputs and farm implements, threshing of their 
produce, drying storage or warehousing facilities, milling, 
transportation, marketing, procurement of their produce and other 
services are being tied-up or linked to other Cooperatives to 
strengthen the organization business activities,.

The project lifespan will be for a period of ten (10) years.

A. Financing For Crop Production:
The Federation of Village Multi-Purpose Cooperative will

source from \ Government Institutions or from Grant Donor-
\ /Countries, Financing facilities for crop Production (Paddy 

Rice) and for several farm implements. The Loans to be
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granted to individual mambers of Village Multi-Purpose

Cooperatives, shall be in the form of inputs such as seeds, 

fertilizers, pesticides and Farm implements in the amount 

not exceeding p5,000.00 per hectare. It must be emphasized 

that the Federation of Multi-Purpose Cooperative shall be 

the one to procure the aforementioned farm inputs in bulk from 

a reliable nearest source at a reduce cost and quality

products. For better and efficient monitoring of Funds 

Loaned out, all transactions pertinent thereto shall passed 
through the Management of the Village Cooperatives, who will 

directly be responsible to the Federation of the Cooperative 

Management in the determination and disposal of credit 

facilities to their respective Coop-members including

collection of Loanable Funds. The corresponding amount 

granted to Cooperative members shall bear an interest rate of 

12% per annum. In case of default in payment without
justifiable reasons or cause, penalties maybe charge to the
borrovrers to be determined by the credit commodities 

committee and approved by the Board of Directors. The Loan 
. maturity period is for 180 days and shall be renewed upon full 
payment during the next cropping season. The Area to be 
financed per cropping season is 600 has, î /hich requires a
funding raquirement of three (3) million pesos. Credit
facilities obtained by the Federation of Cooperatives from 
either government financing, institution or other sources shall 

be paid for a five year period.

•̂ Thresher/Threshing of Paddy Rice;
Each of the ten (10) Village Multi-Purpose Cooperative wi]
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be providad portable Rice thresher by the Federation of 

Cooperativs, vfhich were given in the form of Loan 

(?65,000/Un.it) and payable for a five year period, bearing 

an interest rate of 12% per annum. A surcharge or penalties 
shall be imposed upon to the Village Cooperative when there 

is default in payment without reasonable cause as determined 
by the credit committee and sanctioned by the Board fo 

Directors. It mist be stressed that all expenses or income 
derived form the operation of the Rice threshers shall 

accuse to the Village Cooperatives and none from the 

Federation of Cooperetives.

As member of the Village-Cooperatives it is imperative 
that they be given priority of the threshers services. The 

Village Coop. Hsnagemant shall charge a threshing fee of 6 
per cent of the gross product threshed.

THRES HIMG PF OCBS S :

The fnrsoh-':r to be obtained has a total rated capacity 

of 20--3G cavans per hour or 160-240 cavans per day for 8 
hours operation.

During tha threshing process, the grain-straws are feed 
through the teed tray to the threshing cylinder wherein the 
palay are seDarated fcrom the straw by means of the Peg teeth 
mounted in the cylinder. Then the grains fall into the 
grain chute v;hile the straws are discharge outside the 
cylinder. By jneans of a Blower, air flows toward the front 
fof the tray disacharging chaff. Then the grains fall into 
the grains discharge nearby to be collected.

(Meehan l e a l / S o r a l ) Dry i nq  Paddy R i c e :

1«



It is of common knowledge that during the wet season 

palay production, Paddy palay moisture content is often very 
high such that it commands Lower market prices, because of 

poor quality grains. With the establishment of Rice Dryer, 

Paddy grains moisture contents will be lowered at a 

desirable level; thus improving paddy grain quality and 

therefore commands a good market price.

A solar drier shall be constructed in TEN (10) Village 
Cooperatives having a floor area of 500 sq. m. at a cost of 

approximately P50,000.00 each. The construction will be 

financed by the Federation of Cooperatives (in the form of 

Loan) payable in five years period bearing an interest rate 

of 12% per annum. In case of default in pa^mient a surcharge 

or penalties shall be imposed on delinquent cooperatives as 
determined by the credit committee and sanctioned by the 

Board of Directors.
A minimal drying fee of J?3.00/cavan shall be charge to 

the users util such time that the moisture content of palay 
grains reaches the level cf 14 per cent.

It must be borne in mind that whatever expenses 
incurred or inco;rte derived from the operation of the Solar 
Dryer (Village level) accues to ther Village Cooperative and 
none from the Federation of Cooperatives.

In as much as the Federation of Cooperatives is involved 

Paddy Palay procurement for both wet and dry season it is 
inevitable not to pat-up both a mechanical and solar Dryer. 
The said Dryer are not for hire but solely for the exclusive 
used of the Feaeration of Cooperatives Operation, hence no



Direct income is expected. The floor area of the solar

dryer is 500 sqm. whle the mechanical dryer has a rated

capacity of 60 cavans per hour more or less depending on 

the moisture content of Paddy palay being service. The cost 
of solar dryer is estimated at P50,000.00 while that of a 
mechanical dryer is a 'part of a pack- age deal in the 

purchase of a Rice Mill.

D. Warehousing Facilitv(s)
The Federation of Village Multi-Purpose Cooperatives, 

envisioned to construct/established a warehouse with the 
capacity of 60,000 - 70,000 cavans of palay in a any given 

time. It will be constructed in a 1,500 sq.m. area owned by 
the cooperative, with the measurement of 50 M. long, 30 M.
kwide, and 5 M. high. The warehouse accomodates at least
60% of the total gross palay production of cooperatives 

members.

E. Rice Mills/Milling
A Yanmar Type, electrifically driven Rice Mill shall be 

established by the Federation of Village Multi-Purpose 
Cooperatives. It will be house within (inside) of the 
warehouse and occupies almost 50 sqm. room space. The rice 
mill has a rated capacity of 20 cavans per hour and operated 
in a 12 hour basis per shift.

Additiona’’ rnilling hours maybe utilized as the demand or 

need arises. It is capable of producing a quality, well^ 
milled rice that commands a better prices in the market. 
Approximateley, it can mill 70,000 cavans of Paddy palay 
operating 6 days a week. It has an efficiency of 65 percer^^

IG



milling recovery. Seventy Thousand (70,000) cavans of Paddy 

Palay milled produces 45,000 cavans of kgs. well-milled 

rice, 280,000 kgs. of rice bran and 70,000 kgs. of rice
grit. Raw materials (Paddy Palay) for ittilling will ba
source from village cooperative members. This constitute at 

least 80% of their total gross production Which will bs
procured by the Mother Cooperatives for milling. In this 
instance a contract memo of agreement shall be signed by 

both parties to safeguard the interest of their respective 

endeavor, that is between the farmer-producers and the
cooperatives.

MILLING PROCESS:
The paddy palay goes out of the hopper and enters into 

the irubber-roller component where the hull is separated from 
the brown rice. Immediately after hulling, the chaffs and 
hull are blown out of the machines by fan using section 
blower. The brown rice becomes brighter white rice as they 
are released from the polishing component the white rice are 

separated from the rice bran by the screen parts of the 
polishing department. Then the rice bran is separated 

the grit by the bran section blower and collectad in the 

bran collecting cyclone.

Transportation Facilities;
Since the Federation of Village of Multi-Purpose 

Cooperative is involved in purchasing/marketing =>.ctivities, 
it is very relevant and necessary to include transport 
facilities as one of the project component. It is therefore 
proposed tha^^ a two six. wheeler truck and one Tamaraw

19



Jeepney will be conindssioried„ The truck has a load capacity 

of 150-200 cavans of palay while the Jeepney has a capacity 

of 15 cavans. Services of Motor vehicles will be utilized 
mainly in hauling and transporting of paddy palaxy procured 
by the Cooperative from farmers Cooperative producers 

designated pick-up points to the Cooperative v̂ airehouse and 
from the Cooperative warehouse to the designated marketing 
channels. No frcfight or transport of charges will be 

imposed on producers/buyers since this is a part of the 

procureme-nt and marketing s€frvice scheme promotion of the 
Coopc-r at i ve.

The operational radius of the Federation of Village 
Multi-Purpose Cooper at i v€?s to its satelite-s Villager 

Cooperative is approximately 10 kms. and 75 kms» radius to 
its designated market clientle„

G ■ PyL£bSsing/Pr oc ur ement _o f _Fac i_lit i_es_et c
As discuss earlier purchasing or procurement of farms, 

farm inplements, machineryCs) and all other items needed 
both by the Village Cooperative and that of the Federation 
of Village Cooperatives shall be in bulk and at reduce 
prices. Once the items purchased for Village Cooperatives 
arrive, this will be delivered to them immediately. The 
management of the Village Cooperative shall acknowledge all 
the items being delivered for distribution or disposal to 
recepient which will be acknowledged by the recipient.

The pala.y procurement scheme envisioned by the 
Federation of Village Cooperative open a new hope for 
farrners-Coop. producers to be productive. As the Federation

a.©



will offset the exploitative method employed by private 
palay traders or other unscrupulous businessman.

Indeed there is a hug© volume of raw materials that can 
be offered by the Coop, members that needs the attention and 
efficient services of Cooperatives in pursuit to their 

economic activities.
V.

The main procurement policy to be adopted by the 

Cooperative is to produce the Paddy palay of Coop-members 
directly from the field provided the moisture content is

»'
nearest to 147. if not solar dryer in the village will be
utilized for the purpose. Procurement price shall not be
lower than the floor rice set by the government, but must be 

higher if possible from the buying price of private traders. 
It is =■! that 8071 of the total gross palay
production of Coop-members producers shall be procured.

Procured palay shall be paid directly to the producers 
minus cost of form inputs obtained from the Mother
Cooperative. All paddy rice procured shall be stored In the
Coop-warehous'e for milling, provided however that the palay 
grains to has a moisture content of 14 per cent,
if high*=̂ :v mechanical or solar Dryer will be utilized to
lower the moisture content down to 14%.

The estimated volume of palay to be procured for one 
year is placed at 70,000 cavans valued at 17.5 million pesos 
at P250.00 per cavans. Procureme<it period is 5 months per 
year of operation, that requires funding/capital of 3.5

of the Cooperative lead the way in pal ay procurement, it



Million pesos for one month procurement period. 

Marketing of Produce;
The main products to be marketed by the Federation of 

Village Multi-Purpose Cooperative is the well-mi lied Rice, 
while by products to be marketed are rice bran and rice grit.

Generally, target market for well-milled rice are 

linkage Cooperatives. Government owned or Controlled 
Corporation, Hotels and Restaurants/ While target market 
for its by products are feedrriii lers Corporat ions. Hog and 

Poultry raisers and to some extent backyard swine feed 
millers. The Cooperative Offers a free freight or transport 
charge to buyers who purchase the goods in wholesale or bulk.

Well-mi lied rice price per Kilo is set at 
P450.00/cavans of 50 kgs. or P9.00/kg. While rice bran cost 
F^4.50/K.ilo and Rice grit at P5„ 00/Kilo.

For one year of operation the Cooperatives expects to 
market a total of 45,000 cavans of well-milled rice, valued 
at 20.475 Million pesos, 280,000 kgs. of Rice bran, valued 
at 1.2£0 Million pesos and 70,000 kgs. of Rice grit valued

at 375 thousand pesos with a combine gross sales of 22.110

Mi H i  on.
Promotion of Cooperative marketing services and 

products can be effectt>d through information dessi mi nat i on 
among its clientle stressing among others, cost savings of 
the services, efficiency and quality of the products.
Assistance of Government agencies concerned and other
Cooperatives maybe solicited for the purpose. The use of 
Technical bulletiHf Agricultural print media, field visits 

is of great help.
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Federation of village rnulti purpose cooperatives is ownedf 
manage and operated by cooperative members.

The general assembly is the supreme onlyof the organisation 
which is composed of members in good standing who, when assembled 
and convened constitute a quorum <1/2 + 1> during its annual 

assembly meeting which is being held within 60 days at the end of 
the fiscal year.

The Board of Directors is composed of 11 members elected
upon by the members in good standing during its annual general
assembly meeting. The composition of which comes from the 

chairman of the 10 village co-op and one from the Department of 
Agriculture who is vested with voting powers. The elected Board 
of Directors selects from among themselves its Chairman, Vice- 
Chairman, Secretary, Treasure and member of the Board. ,The Board 
of Directors, formulate pianSf programs, policies, select and 
appoint competent manager and sup€?rvise the execution of the 
plans, programs and policies executed by the management.

There are different committee whose membership of three of 
are being elected/appointed by the general assembly and Board of 
Directors (see organizational chart) during its annual General
Assembly Meeting of Members/Board of Director. The committee
members shall elect from among themselves its Chairman, Secretary 
and Member. Except for the Education and Training Committee 
wherein the chairmanship is being chaired by the Vice-Chairman of 
the Board and can exceed more than there members.

CHAPTER V

ORGANIZATION AND MANAGEMENT;
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CQriifrtittees e l e c t e d  by  t h e  qfrnera l  assefntaly?

Audit and inventory cofitmittee - which is task to forniulate 

appropriate auditing scheme and responsible in beginning and 
ending inventories of stock and audit financial transactions of 

the organisat ion.
Election Committee - which is task to preside over all 

election processes.

Commi 11ees app.oi nted by__thê B̂oard...of Pi rectors;
Credit Comriuttee - which is task to screen, review, evaluate 

and approved loan application of members with the concurrence of 
the Board of Directors.

Education and Training Committee - which is task' for the 
continous education, training and to dissiminate new information 
or matured package of technology among members„

Production Procurement and Marketing Committee - which is 

task to produce quality products, take charge of all procurement 
process, develop marketing scheme/advantageous to the cooperative 
and to develop high productivity and profitable scheme.

The general manager is appointed bythe Board of Directors 

and he is in--charge of the day to the business affairs of the 
organization and executes the plans, programs and policies 
formulated by the Board of Directors.

The assistant manager is responsible for the production, 
purchasing and marketing activities of the organization, and 
performed the duties of the acting manager in the absence of the 
1ater.

The bookkeeper is in-charge in recording all transactions 
and enter same on the book of accounts of the organization.

Clerk/Typist - in-charge of filling official documents,
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records and typing of offiee correspondence and the like.

Driver -- to transport goods products purchase or sold from 
designated points. Responsible for the up-keep and maintenace of 

vehicle assigned to them.
Operators- in-charge in the operation used maintenance of 

their respective machine.
Laborers. ~ in-charge of hauling, stocking, handling of goods 

or other related minial activities of the organization as 

requested.

QUALIFICATION OF;
- General manager and assistant general managers

- must be a college graduate preferably business
admi nstrat i on/management graduate;

~ must be honest and dedicated;
he is not engage in business related to 
c ooper at i ve activities;
must have experienced in cooperative undertakings. 

BOOKKEEPER:
must be a college graduate preferably accounting
major;

- must have at least one year experience in
bookkeeping and;

- must be honest and trustworthy.
CLERK/TYPIST:

- must be at least secretarial graduate or related
course; >

“ knowledgeable in filling records/files indexing;
- must hav€̂ |,a good typing skills.

OPERATIONS;
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preferably mechanic gr<^dwatep
- must have at least o«e year experience on the

machine he will operate?
- must be honest and dedicated;
~ niust fete healthy and physically fit.

DRIVER5S
- must have at least a non-professionai driver

1i cense;
- must be physically sound and fit;

~ must have at least one year, driving experienced on
the vehicle assigned to him;

- he is not addicted to prohibited drugs and
alcoholic drinks;

- must be mentally alert and stable-

LABORER^;
- must be physically sound and fit;
- must be honest and hardworking andp

- must be trustworthy.
COMPENSATION SCHEDULE:

Payment schedule for the general manager, assistant 
general manager, bookkeeper, clerks, and drivers shall be 
paid on monthly basic while payment schedule for other 
personnel shall be on weekly basis (.based on their monthly 
rate)

CHAPTER VI

Socio-Economics Benefits:
The target beneficiaries of the project is not only 

cooperative farmer-members but the community as well. The



project has a trernedous social and econoriiic impact on the

community because it will triger and hasten agricultural 

development in the area.

The project will benefit 10 village multi-purpose 
cooperatives and approximately 500 cooperative members. 
Initially one component of the project which is financing will

serve 1,, 200 has. of farm land unnder crop production loan. The 
proponent avail themselves of soft loan in terms of farm inputs- 
In the prqc:ess sustaining or increasing productivity level. The 
estimated production per hectare is placed at 80 cavans per
hectare for a total of 96,000 cavans for two cropping season. 
With the intrs^duct i on of post-harvest facilities in the area, 
theestimated gained from crop losses is 10% or equivotlent to 
9,600 cavans valued at P2.4 million for two cropping. This alone 
is an added value to the income of the farmers.

When a cooperative purchase paddy rice from a farmer at 
P250.00 cavan and ■ 'Ad 11 be milled for well-mi lied rice at 65“/. 
recovery then sold at P'S. 00 per cavan the price added value for 
that is ^42,50/cavan. Additionally the by-product CRice Bran of
4 kgs/cavan at P 4 . = ) is additional income of another P18.00 
for every cayan of Pal ay milled. More over a one (1.) kg. by
product of Rice grit is being produce for a cavan of rice milled 
at a cost of P5-00.̂ ;-,g. In the absence of a cooperatives the 
added value of the products only benefits the Palay traders/or 
rice millers ar*-̂ -'i-'sr businessmen involved in Rice grain
industry. However,, with one organization of federation of 
cooperatives and with the establishment of corresponding support 
services and facilities it has gained a 10 percent reduction 
losses from past-:,-..r -est operation estimated at P9,600.00 cavans
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valued  at 2.4 nu llion pesosu A price d i f f e r e n c e  of P 4 2 . 5 0 / c a y a n  

rom pa ddy pa lay to well milled rice is obtained  valued at 

P 2 , 9 7 5 j 00 0 . 0 0  for P 7 0 j 0 0 0 , 0 0  cavans  of p addy  rice, of the 70j 0 0 0  

c a v a n s  of p addy ric e  its b y - p r o d u c t s  output of 2 S O y O O O  kgs= of 

rice bran and 70 p 0 0 0  kgs. of rice grit; is being realistfd valued 

at PI. 26 mi ll ion and F‘3 5 0 j 0 0 0  respectively.

Other Benefits that maybe deriveds
1. P r o v i d e  immediatt? support s e r v i c e s  and facilities^

2„ P r o v i d e  additional sh ar e c a p i t a l / s a v i n g s  tc= the

cooperativesf

3. • r-'atronage re fun d fcsr members;

4. A s s u V" a n c e o f m a r k e t j

5. A v a i 1a b i 1ity of liberal credits

6. G e n e r a t e  €fmploymt-nt and in com e or incomt? to the

1 oc a 1 i t y ;

,7. S t a b i 1 ize s u p p l y  and price.
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B U D G E T A R Y  RE QUIREHENTSs

a .  Land and Land D«>vel opment  F 1 4 6 0 , 000„ 0 0

b „ B u i 1. d i i-i g a n d o t  h e- r c i v i  1 w o r k s  . 1 5 7  :l !l) y 0 0 0  „ 0  0

c . Hac h i  n e-r y  Eq tt x p men t  3 ^ 3 5 5 ,  000»  0 0

d . Mi Bcel i an e o u s  F'i xe-d A s s e t s  ’115? 000» 00

e. Pre-Ope-ratXon E x p e n s e s  22? 100.00

f. Mar gi n among for wor king capital Sj 999,; 850„ 00

g » Cont i n g e n c y  6EJ3, 085. 00

CHAPTER VII

T 0  T A L P 1 4 , 1 4 5 , 0 4 5 . 0 0

CHAPTER VIII

RECOMMENDATIONS!!
R e c k o n i n g  f rom t h e  p a s t  p e r f o r m a n c e  o f  c o o p e r a t i v * s ,  i t  i s  

n o t  s u f f i c i e n t  t o  h a v e  i t  o r g a n i z e d  and r e g i s t e r e d  i n  o r d e r  t o  

o p e r a t e ,  iAihat i s  o f  pa r a mo un t  i m p o r t a n c e '  i s  s t r e n g t h e n i n g  i t s  

mangement  c a p a b i l i t i e s  and c o m m i t m e n t s  o f  s u p p o r t  n o t  o n l y  from  

among i t s  members  b u t  a l s o  f rom t h e  g o v e r n m e n t  and t h e  h o r i z o n t a l  

and v e r t i c a l  l i n k a g e s  w i t h  o t h e r  c o o p e * r a t i v e s  must  b e  i n i t i a t e d ^  

In o r d e r  t o  h a v e  a s t r o n g  and v i a b l e  c o o p e r a t i v e  t h e r e  i s  a  n e e d  

t o  h a v e  a v j e l i  o r g a n i s e d ,  f u n c t i o n a l  and o p e r a t i o n a l  mainagement  

a n d f i  n a n c i a 1 s  t  r u c t  u r e

A m u l t i - p u r p o s e  v i l l a g e  c o o p e r a t i v e  or  a n y  c o o p e r a t i v e  f o r  

t h a t  m a t t e r  i s  u s a l l y  c a s h - s t r a p p e d  t h a t  i t  c a n n o t  u n d e r t a k e  i t s
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e - c o n o m i c s  a c t i v i t i e s , ,  h e n c e f o r t h  f i n a n c i a l  a s s i s t a n c e  e i t h e r  

t h r o u g h  g r a n t s  f rom f o r e i g n  c o u n t r i e s  o r  s o f t - 1 o n g  t e r m  l o a n s  

frort't g o v e r n m e n t  f i n a n c i n g  i n s t i t u t i o n  must  b e  s o u g h t  t o  f i n a n c e  

i t s  e c o n o m i c  a c t i v i t i e s ,  b a s i c a l l y  on a g r i c u l t u r a l  i n p u t s  t o  

i  nc Ve a s e  pr oduc  t  i  v i  t  y and pr o f  i  t  ata i 1 i t  y

■ A c c o r d i n g l y ,  i n c r e a s e  p r o d u c t i o n  i s  n o t  o n l y  a f a c t o r  f o r  

p r o f i t a b i l i t y ,  b e c a u s e  t h e  a b s e n c e  o f  p o s t  h a r v e s t  f a c i l i t i e s  or  

i n e f f i c i e n t  f a c i l i t i e s  on t h e  t h i s  i n s t a n c e  g r e a t l y  a f f e c t s  

p r o d u c t i v i t y  and p r o f  i t a b i  i  i t  y „ The r e f or e ?  tht> i d e a  i s  t o  h a v e  a  

cofrtplement£<t ion o f  both'  t o  a t t a i n  t h e  c o o p e r a t i v e s  o b j e c t i v e s .

A n o t h e r  i n t e r e s t i n g  and i n t e r - r e l a t e d  f a c t o r s  t o  

p r o d u c t i v i t y  and p r o f i t a b i l i t y  i s  t h e  iTiarket ing  a s p e c t s .  R e c e n t  

e v e n t s  i n d i c a t e d  t h a t  p r i v a t e  t r a d e r s  a l m o s t  c o n t o r l s  t h e  

m a r k e t i n g  o f  farm p r o d u c e ,  re^nder i ng  farm p r o d u c e r s  on a h o p e l e s s  

c a s e .  In t h i s  p r o c e s s  t h e r e f o r e  i t  i s  h i g h  t i m e  f o r  c o o p e r a t i v e s  

t o  h a v e  a b r o a d e r  or p l a y  an i m p o r t a n t  r o l e  i n  m a r k e t i n g  

u n d e r t a k i n g s ,  by  e s t a b l i s h i n g  an e f f e c t i v e  and e f f i c i e n t  

m a r k e t i n g  s c h e m e  by way o f  a s t r o n g  an d̂ c l o s e r  l i n k a g e s  among

c o o p e r a t i v e s  and governf i i ent  m a r k e t i n g  arm.

The c o o p e r a t i v e s  must  s t r i v e  t o  c a p t u r e  a g r e a t  p o r t i o n  o f  

c o n s u m e r s  by  p r o v i d i n g  e f f i c i e n t  s e r v i c e s  and q u a l i t y  p r o d u c t s  t o  

i t s  c o n s u m e r s .

The g o v e r n m e n t  s h o u l d  make a v a i l a b l e  a t  r e d u c e  c o s t  t h e  

n e c e s s a r y  i n p u t s  or  f a c i l i t i e s  and  p r o v i d e d  w i d e  r a n g e  o f

i n c e n t i v e s  t o  c o o p e r a t i v e .  L i k e w i s e ,  t h e  g o v e r n m e n t  i n  

C05. l a b o r  a t  i o n  w i t h  v a r i o u s  p r i v a t e  i n s t i t u t i o n s  s h o u l d  t a k e  up 

r i ^ s e a r c h  p r o g ra m r e l e v a n t  t o  c o o p e r a t i v e s  b u s i n e s s  a c t i v i t i e s  and  

•(jQ p r o v i d e  t h e n  t h e  l a t e s t  i n f o r m a t i o n s  aind make a v a i l a b l e

m a t u r e d  p a c k a g e  o f  t € f C hn o l o g y  t o  c o o p e r a t i v e  members .
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EINAWCIAL ASPECIii
I n i t i a l  c o s t  o f  t h e  p r o j e c t  i s ' e s t  i mat ed  a t  1 4 j l 4 5 j 0 4 5 .  The* 

s a i d  amount  w i l l  b e  s o u r c e  from G o v e r n me nt  or  P r i v a t e  F i n a n c i n g  

I n s t i t u t i o n s  or  from g r a n t - D o n o r  c o u n t r i e s .

The  p r o p o n e t  e q u i t y  s h a l l  b e  t h e i r  s h a r e  o f  s t o c k s  t o  t h e  

C o o p e r a t i v e  i n  t h e  amount  o f  F 5 0 j 0 0 0 . 0 0  and Land v a l u e  a m o u n t i n g  

t o  F'750f 0 0 0 . 00

BASIC ASSUMPIIONSs.

a .  1 p2 0 0  h a s .  o f  R i c e  Land w i l l  b e  p l a n t e d  f o r  t wo  

c r o p p i  ng s e a s o n s .

b .  F 5 , 0 0 0  w i l l  b e  e x t e n d e d  t o  Coope r  a t  i  ve - -members  f o r  

e v e r y  h e c t a r e  o f  r i c e  f a r m e d .

c .  10 R i c e  t h r e s h e r s  and 10 S o l a r  D r i e r  w i l l  b e  

p r o v i d e d / e s t a b l i s h e d  i n  t h e  V i l l a g e  M u l t i - P u r p o s e  C o o p e r a t i

d . -  F i n a n c i n | i  f o r  p a l  a y  P r o d u c t i o n ; ,  R i c e  T h r e s h e r  and S o l a r  

D r i e r  b e a r  an i n t e r e s t  r a t e  o f  12 p e r  c e n t  p e r  annum.

e .  80°/. o f  t h e  Coop-ni embers  p r o d u c e  s h a l l  b e  p r o c u r e d  by  

t h e  F e d e r a t i o n  o f  V i l l a g e  M u l t i - P u r p o s e  C o o p e r a t i v e .

f .  The r a t e d  c a p a c i t y  o f  t h e  R i c e  M i l l  i s  2 0 - 2 5  c a v a n s  p e r  

hour  on 12 h o u r s  s h i f t / h a v i n g  an e f f i c i e n c y  o f  6 5  per  

c e n t .

g .  W e l l - m i l l e d  R i c e  i s  t h e  main p r o d u c t  w h i l e  R i c e - b r a n  

and R i c e  g r i t s  a r e  t h e  l e g - p r o d u c t s .

h .  L o a n s  r e ? qu e s t e d  from f i n a n c i n g  i n s t i t u t i o n s  b e a r s  an 

i n t e r e s t  r a t e  o f  1 2  p e r  c e n t  p e r  annum,

i .  D e p r e c i a t i o n  i s  c o m p u t e d  u s i n g ,  s t r a i g h t  l i n e  method. ,

j .  A u t h o r i z a t i o n  s chedul e^  i s  5  y e a r s  f o r  s h o r t / m e d i u m  t e r m  

1. oai"!
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1 =, L i f e  s p a n  o f  t h e  m a c h i n e r y  and E q u i p me n t  r a n g e s  f rom 5

t o  10  y e a r s n

S a l v a g e  v ' a l ue  i s  z e r o  a f t e r  t h e  €?nci o f  i t s  l i f e  s p a n ,  

n» F i n a n c i a l  A n a l y s i s  t o  be* u s e d  ar€?s 

“ Net  p r e s e n t  v a l u e =

-  In t  e  r v a 1 r a t e  o f r e t  ur n „

B r e a k  e v e n  a n a l y s i s , ,

Eiensit ivi t y A n a l y s i s ,

k. Lif* span of the project is 10 years.



TABLE

L A N D  A N D  L A N D  D E V E L O P M E N T

ITEMS;

a .  C o s t  o f  Land C1„5 h a s , )  • P 7 5 O5OOO.OO
b .  D e v e l o p m e n t  E x p e n s e  ( S o l a r  D r y er  6 5 0 , 0 0 0 . 0 0

r.-.='i- .-.f f -i inn (• 1 n h a s , )  SOfOOO.OO
____ iQ j^ooOj^gg

T o t a l  F‘l , 4 & 0 , 0 0 0 . 0

c .  C o s t  o f  f e n c i n g  Cl . O h a s , )
d .  C o s t  o f  g a t e s

TABLE 2

BUILDINCi AND CIVIL CONSTRUCTION

ITEMSs

a .  . W a r e h o u s € f / R i c e  Mi l l  and D r y er  B u i l d i n g
<50m X 30rii) C5m) ( 1 5 0 0  s q m . )  F‘l , 5 0 0 ,  0 0 0 .  0 0

b .  A d m i n i s t r a t i v e  b u i l d i n g  <10m x 1 0 m ) 100  sqm.  2 0 0 , 0 0 0 . 0 0
c .  Water  t a n k  ______ iQi.QQQi.QO

T o t a l  F 1,  7 1 0 j, 0 0 0 .  0 0
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MISCELLANEOUS AND FIXED ASSETS

a .  F u r n i t u r e  and f i x t u r e s  P 1 5 , 0 0 0 . 0 0
b .  O f f i c e  e q u i p m e n t ’ » 4 5 , 0 0 0 . 0 0
c .  O t h e r  e q u i p m e n t  i n c l u d i n g  i n s t a l l a t i o n  c o s t ;

-  D i s t r i b u t i o n ,  o f  power  and l i g h t s  * 5 , 0 0 0 . 0 0
-  D i s t r i b u t i o n  and s u p p l y  o f  w a t e r  5 , 0 0 0 . 0 0

d .  W e i g h i n g  s c a l e  ( 1 3  u n i t s )  3 6 , 0 0 0 . 0 0
e .  Bag c l o s e r  (1 u n i t )  3 , 0 0 0 . 0 0
f .  F i r e  E x t i n g u i s h e r  _______ §xlQlQlQi.Q2

T o t a l  P 1 1 5 , 0 0 0 . 0 0

TABLE 3

ITEMS;

TABLE 4
MACHINERY

ITEMS:

a .  R i c e  M i l l  and D r y er  ( P a c k a g e  D e a l )

b.
c

R i c e  M i l l  and D r y er  ( P a c k a g e  D e a l )
I n c l u d i n g  F r e i g h t  and I n s t a l l a t i o n s  F I , SOO,0 0 0 . 0 0
T r u c k s  ( 2  u n i t s  1 , 0 0 0 , 0 0 0 . 0 0
J e e p  2 0 0 , 0 0 0 . 0 0

d . E l e c t r i c  Water Pump 5 , 0 0 0 „ 0 0
f .  S p a r e  P a r t s  ______ 350s.Q00i.<2Q

T o t a l  P 3 , 3 5 5 , 0 0 0 . 0 0

TABLE 5
PRE-OPERATION AND OTHER EXPENSES DURING CONSTRUCTION PERIOD 

ITEMSs

a .  E s t a b l i s h m e n t  E x p e n s e
b .  T r a v e l i n g  e x p e n s e  P 1 , 5 0 0 . 0 0
c . Commun i c a t  i  on s  3 0 0 . 0 0
d .  S u p p l i e s  and M a t e r i a l s  3 0 0 . 0 0
e .  I n t e r e s t  on t e r m s  l o a n  -
f .  I n s u r a n c e  ______ 201 . 00 0 ^0 0

Total F* 22,100.00
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W0RKHMJ3 CAPITAL REQUIRMENTS

a. Raw Materials Clrnonth) F3,500,000.00
b. Farm inputs and e-quipment (2 months) 3,000,000.00
c. Diesel Fuel, Oil and Lubricants (12 months) 126,000.00
d. Cash RequiK^ivent? for powev ̂ repair and

mai ntenanc. e C i 2 wwsrrt hs) 240, 000. 00
e. Cash requirements for s^aiaries t'.2 m>Dnths) 83,800.00
f .  Selling E x p e n s e  _5*2jL‘2QQi.‘2Q

Total P6,9‘39,800.00

TABLE 7
CAPITAL COST OF THE PROJECT

ITEMS:

TABLE 6

ITEMS:

g-

PI,460,000.00
1.710.000.00
3.355.000.00

115,000.00
22,100.00

n a r g i n  noney lor worKing uapi-cai 6,999,800.00
Contingency C5% o f  all above) ____ii3i0'35j;.0Q

Tot al P14,145,045,00

a .  Land and Land D e v e l o p m e n t
b .  B u i l d i n g  arvd O t h er C i v i  1 Work s
c .  M a c h i n e r y  3 , 3 5 5
d .  Mi s e e l 1 a n e o u s  F i x e d  A s s e t s
e .  P r e - O p e r a t i o n  E x p e n s e
f .  M a r g i n  Money f o r  Worki ng  C a p i t a l

TABLE 8
s o u r c e :; r.r f u n d s  f o r  c a p i t a l  i n v e s t m e n t s

ITEMS;

a .  E q u i t y  C a p i t a l s
-  O r d i n a r y  P 5 0 , 0 0 0 . 0 0

b. B a r r o w i n g s  4 1 5 , 0 4 5 . 0 0
c .  O t h e r  S o u r c e s  i ‘2i.QOOjLOQ‘2a..QQ

Tot al p-i 0, 465, 045. 00
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TABLE 9
P R O D U C T I O N  A N D  S A L E S

ITEMSs
a, Capacity Liti 1 ization 807.
b. Estimated Daily (.monthly) 

9rodu>:J[̂ ion per shift (240 cav*ns)
G. No. of shift ojsesral:ion 1
d. Estimated Crnortthiy)

Pr oduc t i pn < c ayans) 5,760
f. Sale-s in qya+̂ titj/ Ccavane)

(Well Milled Ric|‘)
g. Sales in v&l^<B
h. Sales return
i. Net sales of main iteeis 
J. Sales of By-F'rpd^cfe!

Rice Bran 
Rice Grit

45.500.00
20.475.00

20.475.00

1,260,000.00
350,000.00

TABLE 10
RECURRING COSTS

ITEMS;

a. Variable Costss
- Raw Materials
- Ut i1i t i es (Power et c »)
~ ConsLUJtabl es (Suppli-e-s. lubricants, etc,
- Sel1i ng Expense
- Interest on î torking Capital Loan

P17,500,000.00 
240,000„00 

> 126,000,00 
50, 000.00

Sub Total EiZxilBiOgo^oo
Fixed Costss

Wages &nd Sal .zr i of Mgt. Per sion:" 1 
(Permanent >

- Depr ec i at i on
- Interest on term loan

509,800,00 
565,000.00

Sub Total 
Total

ixCJ74ĵ 8g0ig0 
PI 7,990,800.00



TABLE 11

PRODUCTION SCHEDULE AND OUTPUT OF RICE HILL 

#

H 0 H T H

PAOBY RICE 
VOLUHE (CAVAMS)

«ELL - HILLED 
RICE (CAVANS)

SY PRODUCT (K6.) 
RICE BRAN : RICE GRIT 

•

January
•

7,000 4,550 28,000 ; 7,000 
•

February 6,000 3,900
•

24,000 ; 6,000 
t

Harch 6,000 3,900
t

24.000 i 6,000 
!

28.000 ; 7,000April
••

Z,ooo
««

4,550
• «> t

Hay 5,000 3,250 20,000 5 5,000

Jun« ! 5,000 3,250
k

20,000 ; 5,000 
1

July ! 5,000 !! 3,250
•

20,000 ! 5,000

August 5,000 3,250 V
■

20,000 ; 5,000

Septssber 5,000 3,250 20,000 ^ ; 5,000 
t

October 6,000 3,900 24.000 ! 6,000 

!

24.000 ! 6,000liloveiber 6,000 3,900

Oeceaber

TABLE 12

7,000 : 4,550 : 28,000
«

70,000 45,500 ; 280,000

VOLUHE AND COST OF RAH KATERIALS PURCAHSE

7,000 

70,00.PA

H 0 N T H V O L U H E UNIT PRICE P :
•

TOTAL COST

October 10,000

*•

250.00/cavan ; 2.5 nillion

Novenber 11,000 - do - ! 2.750 ■illion

Deceaber 11,000
•

- do - !
•

2.750 Billion

Harch 13,000
•

- do - : 
•

3.250 aillion

April 13,000
' «

- do - ;
1

; do ; :
1

3.250 lillion

Hay
;
a

I I M  : 3.000 tillon

70,000
•

250.00/cavan : 
• «

17.2 tillion



TABLE 13

TOTAL PERSONNEL EXPENSES

P O S I T I O N N U H B E R H 0 N T H L V RQNTHLY TOTAL

1. Senerai Hanager 1 5,000 5,000

2. Asst. Sen. Hanager i 4,000 4,000

3. Bookkeeper 1 2,500 2,500

4. Clerk 1 2,000 2,000

5. Rice Hill Dryer 
Operators 2 5,000 5,000

6. Drivers 3 7,500 7,500

7. Laborers/Helpers 9 9,000 9,000

8. Board of Directors 11 3,300 3,300

9. CoBBittee Heabers 18 3,GOO 3,600

ANNUAL TOTAL

50.000

48.000

37.000

24.000

60.000

90.000

108.000 

33,BOO 

43,200

509,800

3 B



tABLE 14

INCOME STATERENT FROH SALES OF yELL-KILLED RICE AND BY PRODUCTS

H 0 N T H
January
February
Harch
April
Hay
June
July
August
Septeaber
October
Noveiber
Dectiber

Total

HELL-MILLED RICE 
VOL {CAV):U PRICE
4.550
3.800
3.800
4.550
3.250
3.250
3.250
3.250
3.250
3.800
3.800
4.550

S U B 
TOTAL

: RICE
VQL (KG)

BRAND 
I \i PRICE

2.047.500
1.755.000
1.755.000
2.047.000
1.462.500
1.452.500 
1,4£2,500
1.452.500
1.462.500
1.755.000
1.755.000
2.047.500

45,500 !450/cav: 20,475,000

28,000
24.000
24.000
28.000 
20,000  
20,000  
20,000  
20,000  
20,000
24.000
24.000
28.000

4.50/kg 
-do- 
-do- 
-do- 
-do- 
-do- 
-do- 
-do- 
-do- 
-do- 
-do- 
-do-

280,000 . ;4.50/kg

S U E 
TOTAL
126,000
108,000
108,000
126,000
80,000
80,000
80,000
80,000
80,000
108,000
108,000
126,000

1,260,000

RICE GRIT ; 
VOKKS) ! U PRICE: SALE

7.000
6.000 
6,000
7.000
5.000
5.000
5.000
5.000
5.000
6.000 
6,000 
7,000

70,000 5.00/kg

35.000
30.000
30.000
35.000 

' 25,000
25.000
25.000
25.000
25.000
30.000
30.000
35.000

39



ITEM ORIQ. COST LIFE SPAN YEARLY EXP.

Buyilding and Civil Const. 1,710,000.00 10 yrs. 171,000.00
Misc. and Fixed Assets 115,000.00 5 23,000.00
Machinery

Rice Mills and Dryer 1,800,000.00 10 180,000.00
Truck (2 units) 1,000,000.00 10 ' 100,000.00
Jeep 200,000.00 10 20,000.00
Electric Water pump 5,000.00 5 1,000.00
Spare parts 350,000.00 5 Z0i«2QQ-.Q0

5,180,000.00 565,000.00

TABLE 15
S C H E D U L E  OF D E P R E C I A T I O N  E X P E N S E

40
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I

m

1. .8928S X

2. .79719 X

3. .71178 X

4. .63552 X

5. .56743 X

6. .507 X

7. .452 X

TABLE: DISCOUNTED CASH FLOy (NET PRESENT VALUE) 

CASH FLOH DCF mi) 6? Difference

6,951,753 

875,474 

1,660,226 

1,464,492 

1,231,867 

1,140,344 

1,815,678*

7,757,100

1.093.200 

2,332,500 

2,304,400 

2,276,700

2.245.200

4.019.200

DISCOUNTED cAc:; noil 15,210,344
INITIAL INVESTr;^;? 14,145,045

NPV

IRR
NVP

1. .847

2. .718

3. .608

4. .515

5. .437

6. .370

7. .313

18% DFC 

6,604,143 

788,507 

1,418,160 

1,184,766 

994,917 

832,204 

1,258,009

13,080,706

14,145,045

1,065,799

15’/.

DISCOUNTED CASH FLOy - INITIAL INVESTMENT

1,063̂9



FIGURE ^
THRSSHINQ FLOW CHART

Thresing Flov; Chart

Grain - Straivs I

»•
Feed Tray

J Threshing Cjlinder Grains j- I Straw Discharge



FIGURE 2
MILLING FLOW CHART

j Milling Process Flow Chnrt |
■  ........................(  '•!f

i
I Receiving of Palaj^ |•---------------------------------------j----------------- ----

I
_____________I____________ '■
j Grain Handling Hopper |

! f • f . •
________________ J_______________________

I Rubber Roll Haller |
--------------------------------------!------------------------------------ -̂------------------‘»

t•
!

________________ !________________________

I Hush and Brov?n Rice Separator j 
I Chamber - {•---------- J--------------- •

t«I*
!
I1---  — ::-------------- :--!{ . Poliohing Component ;

I Product and By-Products Outlet}
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4th ICA Japan Training Course, IDACA, Tokyo.

Comments/suggestions made on the Project prepared

by Mr Adolfo Dela Pena, Philippines.
(other those presented by groups)
* If IRR is 15%, it is very low than the deposit interest

offere by banks in the Philipines. Hence the project ma^
be viable. Needs checking up.

* No basic data abou federation, farmers, trends in 
production, milling pattern etc. are given in the report 
Hence justification and viability could not be judged.
* Anchor activity is rice mill but not explained well.
* Benefits to farmers, value addition expected, services, 

inputs, procurement, pricing etc. not given.
* How benefits will be shared by the federation with 

cooperatives and coops with members not explained.
* No growth in procuremnt, milling, population, 

production, productivity etc. has been projected.
* Marketing vchannels, like sales channels, basis of selling 
price etc. not given.

* No risk analysis has been undertaken in the project.
* Farmers benefits, justification and their participation 
in the project is missing.

* Own funds estimated are only Rs.50,000. Rest of 14 million 
is to be raised by way of external loans. Intt alone comes 
to 1.2 million pesos per annum. It will upset the whole 
calculations. It will even affect the IRR which may be 
negative. Profitability will also get affected. Needs 
rechecking.

* Due-to missing link of cross reference cross checking is 
not posible.

*Cash flow statt is more like cash budget. Separate cash 
flow statement should be added.

* All costs seems to be underestimated in the project. NPV,
IRR etc. should be reworkedout.



1. TH(R£ IS A Vf/?y »I<; OJfffRPWT SfTJUff/O CAPITAL 

COST OF THf PROjetT AMO SOURCE OF fMUOS.

IT MOST B f £QU/IZ. ( 3>?o,ooo 'T <g >

2. O T «f« SOURCf OF fOAJOS f-r. ? ) iv^T Mf«T10(0fJ>

cieAfiLy s>ecAvs,t it  is  vpry 6i<; ^ aiow/ot.
I-n

sV u ^ H J W Q  CApjT^l f?e(S|UlRP«f«T iS  A30T 0/>piTAiL 

CO&T. C T. .

4. IOO«.»̂ IIOq CAPlTAt ■Rf«)yiREfOeiOT C/»iCOMTlOW

ifi (OOT CORRftT. fRAio m-re/ii/ii 17,600,000 = /-^5'8;53j ;
/ Z

5. iMTfpeST 0<0 WORKIMG CAPlTAl A*JO ZO(U(J

it.oA/0 ts <uor c A i c o j J i T P P .  c t: /o>

^y^APlTAZ COST < fKCPPT Z/J«0^ IS OOT iOCLuD£D

iw DPPl?eciATioio fXpf/usf§



V. SM .es HBvewe  /iwo i»roou6T io/o  c o s t  (u o r

imcLUD£D lAi CASH FlOVi) AMDfSlS IT  &HOUID

be neuTio/uep

<t. AZSO £>RB<\K evf/u pOlrtJT (OOT CALCUiATSO,

S. rne/te j& /oo iu c R£ASBD lu  thb^ co&t . (s-4M/?ŷ

RMJ c 'lA r f f i iA L ^ f ’fiSc.uf^ffmAiT p fi ic e  j z ^ . y

10. Sf/OS/Tll//ry y^AJAlVSlS ShOOUO ee <LAL<UilATED.
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- Cf^dJH Ĉ rtjdtssL

- fK^ duuchk j  fU cM xAu^  Com m MSi

^  OML Comnu/t^

-fiQOA}̂  hJ^

jUnS 5G0 f k m  / ir̂ (̂rrjK/ '

fra rNifnA/̂ raoj <n̂  '>*'=
rrSiviJ>Hi • 0»niv\AM^ fiDnJ^

%■ 'fisL tHw tj o4j*^ Coyŷ nr\Ĵ  Hî ŷ UfVS ^ f
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E X E C U T I V E  S U M M A R Y

■ •

This pr(::i:)QBa 1 e>;a;runes the po s s i b i l i t y  o-f establ 

integr ate d roooerativv* farming sy s t e m  -̂ 'or the Bicol 

region in the So ut hern part of Luzon wh ose 4,3 million  

oriniary depend en t . upon a g r i c u l t u r e  as their sou rc e of 1

PROJECT BACKGF^DUND.:AND HISIQRY
shing an 

:egion,, a 

people, -vare 

v e l i h o o d .

• As proposed,, a  co mp l e t e  C o o p e r a t i v e  cycle from 

p r o d u c t i o n , pro cessing to mar keting is being en vis i o n e d  

farmers prof i tabx 1 ity .

At Dresent,, the av erage family inco me  of farmer 

Region C * 732 compared to the national a v e r a g e  of $ 86 

of the lowest in the c o u n t r y . This, is . unders ta ndabl
' . , , ■ I,

marginal farmers who are supposed to be the b en eficiar  

co o p e r a t i v e  pro gram are still so lely d e p e n d e n t  upon the 

C who di ctate the prices of. ag ric ultur al p r o d u c t s  ) 

ma rk eting ..outlet,.

- inane ing, 
to ens ure

r>, . i n  tl'ie? 

? ) iS' one 

because 

les of the 

m i d d 1emen 

as their

11: is verv a p par tint that the only way to imp rove . t he qua 1 s. ty 

of life of farmers is to i n d u s t r i a l i s e  a g r i c u 1ture ard process 

a g r i c u l t u r a l ' produce into finished pr od uc ts with g o o c • domest ic 

and export  marke t potential,, . •

If. realized, the project w i J 1 pi oneer in the proc 

f e e d • gr a i n s  to su pport  a livestock farm whose produce

uction of 

w;L 11 be



' y

rr'Dcessec! in a meat oracessing plant. Similar prpcsssing concept 

>i.ll .be applied to othar,-agrioul tural products Buch' as root 

rrnps, -f'ru:.tŝ  fish and vegetables.. At the moment, 9c3‘X, o'-f ■ the 

rrocessed meat reouirement, ( ham,, sausage,, bacon, /etc„; ) of the
. I .

Vicol Region are bO!..fght from lietro lianila supnliers (• 450 kms,.

away ) wlio buy the raw' materials f'-om the provi-hces at very low  

c r i. c:: e s t o t I'l e d e t r' i. m e r'l t o f {̂- a r n i e r' -■ c) r' o c:l u c: e r 5 ; i. n i'- u i- a il. c o m m L.i nities. 

The marketing of agreicultural surplus in. raw form is always 

disadvantageous to the r'..iral farmers,.



■ The project will^ provide a stable and ready market far

.rma'" -• cooper’ators „ • ' ■ . ' ■ •

The . fae?d mill,, aside -from supporting the liveBtocli: farm of
'

the Droj e c t ^̂li 3 . also supply the feed requirements of, member 

cooperators for their hac kyard 1 lve'=-took and poultry prc; j ec ts-

■ The \eat, processing will be able to give better prices for

the' procluce of farmers because ,of its p r o i m i t y  to t h m e m b e rs 

farm in' lower production costs in the , region on account of 

r;;duced transport costs and lower wage rates compared to Metro 

M<\nila processors., ' ' . ' .

T h e . pro'jert will generate empl.oyment for* coope -ators ar>cl 

their families,, It is expected that around 1 ,, 000 persoQfe will be' 

. e.the''" directlv or indirectly employed in the ' farming,, 

P'-ocessingt and marketing components of the project,,

MARKET AND PLANT CAPACITY

U ;oi.and

The regional demand for orocossed 'meat products alone is
. ' ' i

3 i-f-fielent to absorb the annual projected production capacity of

tne n̂‘:̂ at orccessinq plant. Since the Metro Manila proce>Si3rs i'ave

t) mcve the.vr raw materials and products over had roadb frodi as

\r 4 ;00 kms.. away, the sayings on transportation coSiits would

S Q C I O  - E C Q N D h I C  S I 6 N I F I C A M C E  OF T H E  P R O J E C T



asiJe froirr the 1 ivestoc;k farm that will be set.up as

source o f raw ms teriai. s for the oroject. Cooperators er

bac ky.i r d ‘ 1 i v e s '■ r;)*;:: k sising will be , en;::; our aged to br
r

storks to identitled pick.u d points periodica1Iv.

Cooperators will .bs utilised as contract rai
»

livestock and' poultry., Unde!..I: his approach, coo per a tor

given ooportunities for ‘' increased income at . the 

assuring the plant as steady supply of raw rnaterials.

The' feed Tiill., livestock farm and processing 

situated in 'a 60 hectares lot situated in Mag a Ci 

location maps )„

This area is sorroj-indec! by strong and viable ag 

o o p e r a t i v e e n g a g e d  in produvti.on • of ■ r"ice anci feed gra 

very near a sugar central and only a few kilometers a.wa 

fishing port of the -pr ov'ince „ The feed grains and feed 

are sto''"e::! and t'^'aded in .the City of Nag a and neighbor 

makii-ig the,plar'v; site strategic and convenient,. .

Finished products; will be moved over railway, conc 

and’ vesse3.<?• to consumers center„ Communicatijon faci 1 iti 

easy an d c. cn ven i. er"i t w i. t t he i ci en t i f i. ec;l p 1 an t site, 

have . so far been vol un tar i 1 y of fared by the owner--: 

riroj' t <at ' reasonable prices .

the', main 

gaged in 

ng their

ars ■ for 

will bs. 

ame -ti.me

will be 

:y ( see

“icultura1 
ins. It is 
/ from the 

addi tives 

inn towns

rete roads 

es will be 

Two sites 

for the



3 '

bp a tremanidoi.r::; t . ;:r"' ;-c-r the jiiru.'ec t . As Icng â; t'"te quslitv

Sf'j'::! 3 t 3 i"'::lv 3 - ; , u ' : : i  .1 o r  1 b ; : f s  will have no

reason to ■: or,-'-patr'onir: nn i'iotro Mar-'i;i.a supp 1 iers .

£>l. p 1V . ' .

Ini tial , orodu';; t',cr target is projected - at 10 HT ' o-f 

processed meat p'"od(.!c ts oe''" month for a total of 120 I1T for the 

+ xrst year i';cri;;;.ng o ■' " rte 3hil-t for an average of 30c wori<ina 

.days p)er y^ar,. Max imvsm . produc tion capacity shall be 30 MI per 

month or 360 fl'’ oer year,,

Thi'-; p.’'-r;d...;.-;ticn :::an be easily absorbed .by the Bitol f''egion

alone. The mari:ets in leicnboring regions ( Vis. vas and Southern

lag a log ) are t ie se''"ver' as e>g::)a'"is ion markets o.̂  the proiect..

Sales and *la i;;-k_e

i'iarl-e Lr g 1. be done mostly through cooperatives,,

g r o c: e r' a e s ,, a n d e i. s t i n g 1:;) i.v I::; 1 1 . c 1:;; u p e r m a r k e t s .

A mai'“':'eting office will.be set-up at Nag a City which is 

considered the center of c;;3mmerce., transportation and 

c cj (II nii u n i c a t i r3 n i. i "' t li e E i c a j -V a g i. d n .

RAl»J MATERIALS AND INPUTS

The meat processing plant will be supplied by at- least, 10 

livestock, farms operated by cooperatives and their members



T E C H N I C A L  FEASd I B I LITY

There :is abundance of tec l"in ica 1 people who can install/ 

operate,. and. ?raintai"i the machinery of the -feed ^niils andI
aracss'iii-irg plavTt.. P;--lor i ty in employment i/vill., however, be given 

*to cooperator'i:^ a'-'d theii'" children.. ■ i ■

The f ac i. 1 i'^ies ':;-,nd e;'pertise o f qovernJ’ient anfJ private 
; ■ • i •

institution who are wi-1 1 xnq to assist will be tappedi for the

ourpDse of attaining 'e-f'-eciency and, effectiveness in the
. I, - •

operation



Problems Faced by_F/?rmera;
A. Lack of Financing ,.jid Technology.
B. Lack of Farm Implements for Land Preparation and Post

Harvest Facilities. '
C. Prices of Produce During Harvest Time is very Low.
D. Government si^port to the farmers is inadoguate.
E. Very low profit is derived in agriculture,
F. liicertainties during typhoon, drought and natural 

calamities.



Beed And totlf
Thpre io an urgent need for the existing financial insti

tutions to extend financing to the prodcution of agricultixral 
commodities because the majority of small fanaero lack the 
needed capital. At present only 01.3 percent of rice and 
c o m  farmers of th© province of Camarines §ur are financed by 
the Land Bank of the Philippines. . All other fanners bbrrow co
ney or inputs from traders, landowners and money lendero who 
charge 1203̂  to 180?̂  interest per annum. As couaponent of finan
cing, Farm Management Technologist will be assigned in designa

ted farming areas, to teach, guide and svpervise farmers in their 
fanning activities. A combination of traditional and modeni^me
thods of farming will be introduced.

A pool of tractors will be serviced to the farmer-borrowers 
in order to ensure the correct, timely and economical land pre
parations. Cora shellers shall also be used to service the far
mers during harvest.

A dryer and warehouse will be constructed in order to dry 
and store the produce of the farrner-cooperators.

There is also a need to process the pa lay into rice, the 
c o m  and other feed grains into feeds. A feedmill will be put 
up for this purpose. The feed shall be fed to a piggery farm, 
and the fqttened pigs shall be processed into meat products.

A marketing office shell also be established.



In order to insure the profitability of th<* farmer-coope- 
rators, an Integrated Cooperative Farming System is needed. If 
the cooperative will engage only in one line business activity 
say production of feed grains only a very s«all profit will be 
realized. However, if from the farm, the commodity is produced 
by the farmer-cooperators, then processed into feeds and continue 
to operate a farm using feed for its livestock farm, and then 
processed the hog/cattle into meat products, a considerable 
value addition to farmers products is assured.

Integrated approach is the only solution to icopr^ve the 
qu-*lity of life of the farmer.



ID
Chapter 3 Project;

Title;
Bicol Integrated Cooperaiiive Farming System 

( B I C 0 F A R M S )
P r o ^ ^ e c t  S i t e : '

San Isidro, Nagfi City, Philippines 
mrtectives;

a. To minimize the risks of farmers and increase pco-
ductivity. .

b. To add value to the produce of the farmer.
c. To develop ,a self-reliant farmers organization,
d. To provide enployment and other services to the 

community.
Area of Operation:

The area of operation is the whole province of Camari- 
nes Sur. However, at the fisst year of operation it will 
concentrate only on a tweenty (20) kilometer radius from
the main office. As the project grows the area of 
coverage shall be increased furhter until it covers the 
whole province.

The area is selected as far as fingoing, supply of 
raw materials and farms (crop, and livestock), are concernec|.

However, in jterms of marketing th^ fi^t^bed product, the 
whole Bicol Region is covered. It caay even cover the parts
of Southern Tagalog and Eastern Visayaa Regions as the
production of finished i5?roduct increases.



Pro;5«ct Cotspanento:
1. Financing
2. Prpcure*ent of Palay and C o m  and other Feed Grains
3. ProcessiBg «f Palay
4. Feed Milling
5. Liveistock Farm
6. Meat Processings 
7* Marketing



1. Financing and Prceurement of Palav and Corn and Other Feed rains
Financing for production of palay and corn and other feed grains shall be pro

vided by the Land Bank of the Philippines to the Federation of Agricultual Ceope- 
rativesj the project implementor. The Federation) will in turn finance the member- 
'ori'-iary coops and the primaries shall in turn previde the financing-to their 
respective member's.

Seeds* fertilizers and chemicals vdll be purchased by the federation/project
■ ' 4

in bulk for distribution to the primaries.-

Farm Management technologies will be employed by the Federation/Pro.i'ect to 
teach) demonstrate) guide and supervise farmer-cooperators in their production) 
harvesting and post-harvesting techniques. During harvest) all the produce of 
the farmer-cooperators except those intended for home consumntion will be assembled 
by the primaries and the project will collect them at designated collection.points.

The farmer-cooperators may demand outright payment) cash advance or may just 
deposit his produce to the project and do some liouidation later. (These are sti-• 
pulited in the Loan Agreement.)

H
The Federation/Project will also engage in the production of feed grains on a 

forty (̂ 0) hectare farmland. This will augment the supply ®f raw materials to 
the Feed iMill and also will serve as a Demo Farm to member -cooperative primary 
societies.

%

2* Processing o Palav and Feed Milling
The Federation/Project will weigh) dry* store) process farmer-cooperators pro

duce. The palay. shall be processed into rice. The corn and other feed grains shall 
be processed into feeds. In the case of palay) the Project will utilize service ©f

Chapter Details of Operation



ly

existing rice mills. The pro.iect do not intend to put a rice mill unit since
rice mill populatior^ in the province is in excess.

3. Livestock Farm . „ • •
The Federation/Project vrill operate a piggery farm that would absorb the feeda 

produced by the Feed Mill, The ©peration ©f the farm .will start from breeding t© 
fattening.

Meat P:
The Federation/Project will put up a f%at Processing Plant to process the.fat

tened pigs into meat products. The products are hara» bacon, sausage and ot^er 
meat products pack ,in plastic wrapper or canned.

5 . Nferke ng

The Federatien/Pro ect will put up a marketing ©ffice in Naga City, the main 
trading center ef Bicbl Regien.. Finished products of the project such as' rice> 
feeds? fresh and processed meat will be distributed to marketing and multi-purpose
cooperatives* private and government institutions, groceries and supermarkets.

6 . Expansion

AS the business grows, the population of the piggery farm shall be doubled,
A cattle breeding farm will als® be established. Contract growing for feed grains 
and livestcck farming will be expanded to qualified member-cooperaters. This ex
pansion program should be carried out in order to absorb the excess food and feed 
grains productien of the farmer-cooperators. Also the project should supply 
adeauatfcly the market meeds far quality prime commodities.
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MEAT fRQOaiSIMO PLAMl

QuoBJfJj^ggJtrol

LaboTechnician .dmniatrative 
Assistant

1 « Clerk

•r
te^'xrtg^a'bi on 
Supsrvisor 

~j

[ilast Proi© 
Supervisor.1̂ •

It
II

Supply OfficerI

16 Technicians/ 6 Machine Operato7?B/ 6 Proceoeors/ 6 Utility V/orker



A total investmert of /36> 7C0,C00.C0 will be re-iuired by the oro.iect. The ,
0 ‘eak^o’sra of the total inv-iTtTnent outlay are initially nrotested below;

'’D LA’T) n̂ .VSL0?‘’j5?.T
’""’ircnase of Land(6C hectarss <■'* 5*̂30) COO'. 00

per hc + are) , ?̂ 00, COO.00
Land '^m-rovement and  ̂.■’'oing 250> 000.00 7*2 > 050> COO. 00

0? B'
■ ■̂'e 'd ''ill (IjCOC s -. -r,. floor area
/3,0r'r.00 s-).jn.) /3>coo,coo.oo

Processincj "̂ lant MjCOO s'-.m.
7̂ 3>r:00.G0 sn.m.) ' 3»000.000.00

. Livestocl< âr-r; <’2,060 C7®3>C00.00 . ,
s-.rp.) • 6,1B0,000.00
War--houses (1,800 s'.m. /3,COO.00) 5,^00,000.00
'.i'-rlni strati on ;il inp (200 s'-.'n.
• /3.C0C.00 s-.in. ) ’ ' 600,000.00
Vixil ’ iary 3ervi';:3 <’Power hous<’, 31inic,
e'-:iDment she-̂ , /̂ ;.gr- house, canteen, etc.) 350,000.00
■ar eting Office 2̂00 S 7̂ 2,000.00) __ 600,000.00 130,000.00

FIKAHGIAL AMD EOOHOMI".-•.O/AUIATION

■■ri J 

1

u
c;

■ y 

6 
7

T "3

TO?

AMO 3';nip
d -'ill (I0‘’r can. p-r day) ' ,200,000.00

•'eat Processincr Pl-Tot ' 2,500,000.00
"ransDort 7: nip'entf Pick-uc trucks,
refrijrerated vans, forklift, etc.) 1,f’OO,000.00
0̂ '’i"-e L-5boratory -and ■ eouipment ■’00,000.00
Star:-iby 'Ower 200,000.00
'T’rac'or pool ''5 tr actors, 9 corn'^helleri) . 1 SO,000.00
"o T'lnication .v "jipmont 90,000.00 10,270,000.00

- \ 100,000.00
" . . p., "TRi'^rTS ,

r>'-oneratini' losts 150,000.00
nera ting; 3ani1al . 5,000,000.00 5> 150,000.00

I 'V'.’.T'Ŝ ’T O'TTLA'̂  • '̂36,7':̂0, COO.00
VTVWVVVVVVVVV

. at ĵ 23.00 : ?1  ̂. 1 , 595> 65.2.10
\rvWW^/VWVWV

■̂ir. iHcinjr for the production of feed grains and additives will be provided by 
the land BariV, 3oopera■ive Pank, 3redit Oooperativcn, Rural Panks and other local 
^inanci' ' sources an^ is not taken into account in the investment outlay.



3-hedule 1A: Ŝ .HEDUIi] OF SALARIES OF ADMIKlSTRATTVE STAFF

Number Position Monthly Salary Annual Salary

1
1
31
1
21
1
1
2
31

General 'Manager 
^omptrollpr 
.extension Technicians
Accountant.
Loan Officer
Pookkeener
Cashier
Suoply Cfficer 
Stornkeeper 
Clerks 
'Itility Men 
Security Guards 
Oriver

Total

f 7,500.00 f 97,500.00
6,000.00 78,000.00
2,750.00 • 107,250.00
^,500.00 58,500.00
3,000.00 39,000.00

' 3,500.00 91,000.00
2,750.00 35,750.00
3,000.00 39,000.00
3,000.00 39,000.00
2,000.00 78,000.00
2,000.00 52,000.00
2,000.00 78,000.00
2,000.00 26,000.00

v w v w v y w v

?ch«r]ule IB; S'.HCT'ILS OF SALARIES OF MARKETING STAFF

1
31
3

Marketing Manager 
Sales Representatives 
Clerk ■
Driver/Helivery Men

f 5>000.00 
3»500.00 
2,000.00
2,000.00

Total

f 65,000.00
136,500.00
26,000.00 
. 78,000.00 

■7*305,500,00 
vww\n/yyw

13: 3CM.n''L-; 0"̂ s ;l .rie3 meat PROCESSING PLACT PERSON̂ 'EL

1 f 5,000.00 i 65,000.00
1 \d’'jinistra'i.ive Assistant 3,500.00 A5,500.00
1 Re fT- ifj;ei'a tion Supervisor 3,500.00 45,500.00
1 ‘''eat Processinf̂  Supervisor ■3,500.00 45,500.00
1 Supniy Officer 3,000.00 39,000.00
1 ■Quality Control Officer 3,500.00 45,500.00
1 Lab T’ê ihnician 3,000.00 39,000.00
1 Clerk • ' 2,000.00 26,000.00

• 6 ’’echnjcians ■ 3,000.00 234,000.00
6 "'achire Ooerators 2,500.00 195,000.00
6 Processors 2,500.00 1^5,000;00
6 Utility '■■'en 2,000.00 156,000.00

Total .
y w w w v v w



Sche'lule ID; 

rJiimber

1;
0
1

SALA^I^S OF F/lRM PRGD’^̂ TICN PrlRSQNKEL 
(L iv e sto ck , Farm, F eedm ill)

P o s it io n Monthly S a lary  Annual Sa lary

Farm 'lanager 
^arm T echnician  
^eedm ill/.'Jarehouse-in-charpe  
B reed ing-in -charge  
Farrov/ing-in'-oh arge 
Feed '''i:--er Operator 
^eed ’-Mxer Heloer ' 
ila’-nTrermill Operator 
■-'am'ermill Helper 
Breeding House Farmhand 
'^arrowing House Farmhand ■ 
Nursery/Weaning House Farmhand 
'".rowing House Farmhand 
f in is h in g  House Farmhand ' 

" I t i l i t y  farmhand 
Watc'-nan (" ig h t d e t a i l )

âr?r. D river  
Farn lo cre ta ry  
S ecu r ity  Ougrds 
Farm. 3ook/''arketer

t o t a l

3:H.:r)-JLf: of

Vhril‘̂r 0Dor*3''tO'r
S-'’i i ’̂ ment .Suoervisor 
T rac'cr Operators 
''ech;;nic 
'I t i l i ty '  ‘Jan

T ota l

f  5»000.00 7* 65, 000.00
A ,500.00 58, 500.00
3 , COO.CO 39, 000.00
^ ,000.00 • 39, 000.00
3 ,0 0 0 .0 0 39 ,0 0 0 .0 0
2 ,5 0 0 .0 0 32 , 500.00
2 ,3 0 0 .0 0 2 9 ,9 0 0 .0 0
2 , 500.00 32 , 500.00
2 , 300. 00 . 29 , 900.00
2 , 300.00 5 9 ,8 0 0 .0 0

, 2 , 300.00 5 9 ,8 0 0 .0 0
2 , 300.00 2 9 ,9 0 0 .0 0
2 , 100 . 00 , 5^ ,600 .00

. 2 , 100.00 5 4 ,6 0 0 .0 0
2 , 100.00 2 7 ,3 0 0 .0 0
2 , 300.00 29 , 900.00
3 ,0 0 0 .0 0 3 9 ,0 0 0 .0 0
3 ,0 0 0 .0 0 39 ,0 0 0 .0 0
2 ,5 0 0 .0 0 ■ 65, 000.00
2 ,3 0 0 .0 0 2 9 ,9 0 0 .0 0

.  f75A>^00.00  
vyw \'’y w v w

f  12.'5 0/hour 7^108,000.00
3 ,5 0 0 .0 0 4 5 ,5 0 0 .0 0

' '1 5 . 00/hour 117 ,000 .00
2 ,0 0 0 .0 0 2 6 ,0 0 0 .0 0
2 ,0 0 0 .0 0 2 6,.000'. 00

■'r/̂rrvv'■rv̂nrv

■'ctfi; Johedule IT in not incl'jded in , the comnutation in the
'^Derations ~udget. I t  is  a lread y  '^-irt ô * the production  
TOst in  the T iv f s to c k  T’arm Tncorne



Ichcrlule 2: 07 :iC!TRA-".TA

!̂ imber Ofric^rs . Total

5 "iiro-tors at ^200.CO ner ^oard ''epting for
T' irnetings per .year ' f 12>000.00

5 Tire:tors at Ĵ300.00 oer Snecial Meeting for
A m^otlnrs aer year 9>000.00

1 Fr'̂ si'î nt monthly . Honor'iria 'of >000.00 for
12 rr.onths . ' 12,000.00

1 ôrn''irai,e jecretary at '■ontYl̂ lr 'honoraria of
/600.C0 ner 'nonth for 12 months 7»200.00

1 Treosur'--;r at '■!onthly'!!onoraria of /l, 500.00
DP.r month for 12-mo nths 18,000.00

"̂ onF/iltants at ;F̂ 1,000.C0 ner'^onth for 12
T,on t b s  2i4,000.00

 ̂ ''embers of Au-̂ it afid '"nventory ‘:o’rnittee at
/2T.00 oer nonth for 12 monfns 7,200.00

'•fe.nb̂ rs of 'Jred'it '̂on̂iitte'':' at /200.00 ner
m̂ '-tinf̂  '̂or ?/* meetings' 1/1,400.00

3 '''e-’-ber'; of "dU':;.'ition' and Tt’ainLng dô nnittee
•jt /2n0.G0 ner -"innth for 12 months 7,200.00

3 ''e'.rers of election 30'̂irrsittet; at 7̂300,00 per
'̂’ff'/ion . • 900.00

T’otal ............. /Ill ,900.00
V W V V V V W V V
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Cash Inflows t Year 7
1 . C a p ita l C ontribution  from

members . 850,000»00

2o Barrovdngs (lo n g  te r m )’

3. Net Savings

Add back: D e p r ic ia tio n  1>993)500o00

Kbgf .  ̂ 4 -5 ,^ 1 9 .0 0

G etf , ■ 3,V^4,,-f07o00

5. R e t e n t i o n o r  5 .0  ^ - I n t e r e s t
on C a p i t a l  an d  P a t r o n a z e  R e fu n d  11 » ' . -?50o0C

Totals .............. . f 1?,450,276oOO
vv^/wvvwvvvvvvv

Ca.,i, . O u t f l o ’/^  ;

1« Land and I^and'Improvements

2. B'iildings •

3« Machinery S; Erupment

4,. Furniture & Fixture

5.' Pre-operating Costs

6„.Repay meats of borro’Ang 5»505,000o00
7. Distr ibution/Payment of • ,

Interest/ but refund 11,6‘?7,250o0C
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8 . GETF used A R em itted f  150*000,00

Year 7

T o t a l ..........; .................................... i  18 , 352>250o00
v y v v v v v v v v v v v v T n r v

'Working C ap ita l b a lan ces ' f '  98>02do00
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N«t Profit lUtl* Profit R*ti« «f Capital

Y*ar 1
6>6lO>iV57oOO

18»030,335o00
= 3606656 i  6,610»A57o00 _ 

3»670,000o00

Y«ar 2 i 8,906>00Qo00 
21,121»353oOO

= 42ol7^ i  8 , 9 0 6 , oooooo

7,011,705o00
= I275K

Yaar 3 i 12,358,725oOO ̂  
2ii,908,231 oOQ

f  12,358,725o00 ̂
11,423,105o00

^  ■ i 16,560,AUo00
Year 4- ̂ ---------------  56^

2 9 , 5 0 7 ,5 1 1  <.00

i 16,560,AUo00 ^  ̂
17,^8^,531 oOO

Y*ar 5 21 ,U7,339.00 
35»151f607.00 = 61^ 21,U7,339oOO 

25»536,716.00 = 90?g

Year 6 - 2j>.99J,̂ i9 oOO ,
■ 4-0,/i86,497o00

f 23»993»889o00 
35,938,021,00

s= 80^

fear 7
i 30>996,958o00 

^6,5-i1»9l2oOO = 6756 f  30*996,958.00 
48,485,271o00 = 64̂
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j h ^ n t e r  8  r ie c o n fn e n d a li

It vn..n be observed th^t .on Yenr 4- and 5 the working caoital of the^f 

''rc;>ct i.5 I'̂ saened d’i‘̂ the yearly dlstrih tion of 50% of the
«interest on l̂oit-al and P.'jtronMgG .̂r̂ -jndo It is recorjnended that 

the distrih 'tion of S'lch sho-ild be deferred until after the loan, of 

the orcject' is n̂ ido

It is -ilao rocô 'Hondod that it vould be inore good to the Dro.-’ect if
# •

it can obt-iin a grant money of f  5>C0C,C0Go'00 or U3 ? 217,391 .30 <> '

The nro.’jpct is integratr'd that it is engaged in several lines of 

a'-;t:vltipso The stily on .̂ inanding? Proc’ireinent, ^eed ^̂ illing and 

'̂ ib'gcry is Tiite oorinl-->tf3„ '̂r.w.-.ver 3t:;,dy on Me-at Processing and

•’■''■arketing i r :  rat’-'er Vigueo ’ .

!n the Pefvl h'̂ 3 j the t a"*, o'ttlay is f 1 ,200, COG»00 to

'c''.rc'n-ns(' ani Inritadl a very high t̂ chnologj'' machinerieSo However)

•ifter conn'’tat ' ns w:th enginr̂ crs knowledgeable on the subject, it 

is L'ore -i-̂ '̂intjigeo'is tc .fabricate the mchincriea locally, more 

e'joniT.ical bit with al':"Oiit the 3a;n-i working efficiencyo By using 

thf local the project can r;ave / 1 ,000,000o00 andtthis

;an be alloc it'<1 to ti;e cons tr ietlon o-’ the Solar Dryer (2000 sqo 

■■•-•t :r:; «i 7 "o'.' p.-;r sq 4-.ro m-'I.-.-r)* .

"/■fC-i.l-od otiiy oa Me'.il Pr-.cCosiag -jni '''--irketing wil’ be sabniitted 

,-) . . . ‘,}j. _ ,r . ir. of thf; "’uad ’•’ill and

i o

in; ra’oi'î L is i':;oerative .Lr> junry.3 ‘ de oOciD—^cononic develooment

i',. ;an h ili. . L .' i •'',y )•'■■■. c“ ir: i or l‘->r in the rural areas covered^

wll' ‘J.!‘ I -‘-I ‘ '̂i.D! ovTTi'itjvu



6, Given the above r9coTn:nen''Iations and comments it is concluded 

that the Project be yiven the ut,no3t importance> be considered 

as one of the nriorities o? C-jndirif',,

Any cor̂ .aontsj sug,-̂ estions> revisions and reco.Tinend.-aticns of 
pers.o-ns. knowledgeable on the subject/s are welco:nedo
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A> a.ci;..''u?.Ax, JA2A I.. G\:.:dii:r-:6 oUa

'otal i'hyrjicn'] Ar:;a of ?arrr.G >/ -̂'ype: 1980

J1 Types 
1 alay 
Corn •

?95,537 Has. 
: 10 1̂,051 Has.
1 I9,b13 Has.

All other types |171,993 Has.
2

‘̂Û be■. of .1'arms Aeportinc, Area '-.arvested and Iroduction 
by kin^oi i"p,icporary Crops: 1980

1 alay
-;o. oi - a’": s - 
Area liarvoBted 
Production

C orn
'Ao. of I'arins Aoporting 
Area Harvested 
Production

: 58,677 :
I.117,^59 Has. :j 
15 007,701 Gavans!

19,0^3 23,096 Has. 
^33*305 Gavans

1 cavan is equal to ‘;0 k̂ .
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r- a <>̂ D CT' cn t>u T- c r-' cnm T- £P- c vf -<?■ co> O'-
C\'

VNcn

UA
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A3;'lMn T0NS IJ'jlCD T̂  Tllli; STUDY 0? SnOL T I'T i’/'.RAD i'ri 'JOOPEHATIVE FARYIl-’G 3Y3TiM

Average size of far7. per coop, meraber,.............. . . 1.7 hectares

Total /unount o!? Î oiar:tion Loan Gr-jrited v-̂r Hectare;
jOvn . . . . o . . . • . • . ... . . • . • . . * • « 000.00
Ric‘? .............................................. 7̂ 4,500.00

Amount of Se^ds oer iiectare: .
.̂orn 20kls. G'/̂ O.OO/kl. ......................... / 800.00 (13.3352)

- 50kls.. ■-■/8.00/kl..................... . . f 4OO.OO (S..̂ 8̂ )

Aniount of Eertilizer oer Hectare:
:orn - 8.55 bags'.^/270.00 oer ba| .................310.00 (38,5̂,)

•'’ice - 7.62 ba:Ts .i/270.30 per bag. . .............. ?̂ 2,060.00-(45.77^)

'iraount of Chemicals per'Hectare: . .
^orn (ins'̂ ctici'ie, fun^ic\ie, herbic’ 1y). ^1 ,134..00 M8.9'5?)
'''iie ( insectii:; cej fun^icLde? herbi:;l :o)............ f 98D .00 (21.77"')

Amount for Labor: •
: : o m ................... ..........................7^1,546.00 (25.76'!',)
' i'^e............. ■.......... . . ,........... . . / 970.00 (21.55,?̂

■\rnount for Insurance Premimm:
"farmer's '’ihare

lorn . ......................... _.............. .. i 210.00 (3.'5f.)
2iee . . ........................................ f 90.00 (2'?/)

Cooperative's -̂ hare (L.^. ) *
Oorn................................ .......... / 120.00 { 2 %)
Rice .  ..............................   . . . , 67.50 (1.5^)

:!umb-'jr of OrooDinr,3 p-sr year ........................... 2
f umb»r of days per 3roobi-’.g. for Land ^'reoaration-........60

lequired Nu'.ber of Passing for Land “rep-tration;
Disc Plow ..........................................1
Trailing Har'-ow............................   . . . .  2

■̂ oes for Land ?re-)aration: • '
Disc Plow..................... .....................250,00/hour
'̂ railing. Harroy......... ........... . '...........  200.00/’bour

’’nmbar of Hours viorke i for Land ^renaration; ,
Disc Plow............. ........................... 2.5 hrs/hectare_
'^̂ aling Harrow ......................... .......... 4 hrs./hectare

'.v'̂ rage V.'orking 'iour P'̂ r Day For 'Mit:
Tractor .................................. 13
3orn Shell-r . . ....................... ....... 8

Average 3onsuinption "'or Hour '̂ er !’nit:
Tractor........... 7.5 liters.'

' ■;;orn Dheller  ̂ ............ i . . . .  1.5 liters



price ~er Liter:
■?e(Tular GasolinG..................................
Diesel................. .......................... ^5.15

Oil ']onsumption Tractor and Zorn Sh-^llor....... . 23% of Fuel Cost

'lintenance lost oC Trac'tor and Corn Sheller......... ^0t of Tncoriie

3helling ’̂ e e ............................. ■. . . . . 7*.0<̂ /kli.

;.vera-̂ e Lund Area '̂inanced by the Cooperative:
Corn............... ..................... . 1)567.5 hfc ctares
Rice....... ' ........... . . . . . ..............2,4,17.5 hectares '

Average Production Per'’'ectarê  Yield);
Corn  ......................................3>500 kilos '
"'ice......... ...................................75ba<7s

■̂nco -ne from Prod’iction Loan;
[nterost ....................... ' . ........... ^2%/annnrn
Service ^ee ..................................... of Mount Loaned

jhrinkage of Palay ■ Drying)............. ......... ..15^^

R e c o v e r y  r a t e  o f  '^ ice ( M i l l i n g )  . . • ......................... 65 5

■ inte rest o n  L o a n s  P e r  A n n u x : .

F o r e i g n .  .......... .. . . . . . . . . . . . . . . . . . . . . ■ . . .  6%
L o c a l  , . . . .• , . . . . . . . .. . . . . . . . . . . . . . . ..  . . 12f,

’d e p r e c i a t i o n ;  ,

B u d d i n g .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5%
i l T u i p m e n t .................... ....... . . . . . . . . . . . . . . . . . . . . . . . . . 1 0 <

' ^ u r n i t’’,r e s  a n d  F i x t u r e s  . . . . . . . . . . . . . . . . . . . . . . . . . . . ..... 10%

P r o v i s i o n s  f o r ;

’■'BG7 C p o c ’i a l s )  . . . . . . . . ......................... 1',̂  o f  1 ncorae
10% o f  N e t  I n c o m e  

b e f o r e  C F T F

• i v e r a g e  C a p a c i t y  o ^  F e e d r a i l l / O a y  at' 8  h o u r s  a d a y  . . . . 1 0  t-ff 

A v e r a g e  V / o r k i n g  H a y s  a  y e a r  . . '.............................. 3 0 0



Assumptions on Proiecte-i Tnoorae

1 . "̂'eed Mill

10^ increase in volume from year to year 
1G% inGrease in price from year to year

2. Tractor Pool

Increase by 10'̂  o^ rental rate, yearly and incid'^ntal expenses by 
yftarly and mainteTance' of 10% of gross income.

3. '̂ orn Shelters

Increase of lOf of volu:;e of shelling'and increase of 10'*' in shell-ihg
rate, îiol and other expenses - incrca;e of ?■% yearly, ‘''aintenance-
increase to 10'?, of gross income.

. Meat Processing

20t increase in -prodaction and increase in Selling Price. Gross 
nrofit maintained at 25'̂  ̂yearly up to rear 5 and 10^ in production 
a n d  10'̂  incre’ise in Selling Price on the 6th and subsequent year.

5. ?arm Imput

Fertilizers> chemicals and seods - increase of 10'̂ in farm areas and 
budget.

6. Rice.Trading,

10f) increase yearly .

7. Feed Grains Production

IQf. increase on gross income yearly 

Livestock Farm

1 ?S increase yearly
9. Increase in production loans - 10'̂^

10. Others - 10'f, yearly increase ■ ■ '

11. "xchange rate is nrcjected to increase at 12̂  ̂annually

12. Gchedule 1A to I''"* Schedule 2 are assu'ned to increase yearly to 10 to
■ 1 5 yearly

13. ”re-ooerating expenses amortiaed for 5 years



SilLIHG PitlCE OF PEED INGFJBIEIJTS E j NAGA CITY M/iRKET:
1990

Ingredients Unit / kilo Price

Bin3.©d 
.^ice brand B 

.^ice brand B,
1

Ipil-Ipil meal 
b'ishmeal - first class 

low class
Copra
Meat and bone

Oyster Sheel
Soybean
Molasses'
Gro :nd 3orn 
Erown Sugar

1 kilo 
1 kilo 
1 kilo 
1 kilo 
1 kilo

1 kilo 
1 kilo 
1 kilo 
1 kilo 
1 kilo 
1 k:lo
1 kilo

F 5.25 - 6.00
4.50
3.00 
3.80  

8 .75  
4.00 
4.60

13.00 
1.00

11.00

3.80
7.50
10.50

NOTî :
Price varies depending on class of in,5redients.



SELLING PRICE OF Lr/ESTOCK AITO PO'T̂ TRY PRODUCTS-IN NAGA CITY MARFET:

1 9  9 0

Prod'.ots Live v/e:l;̂ht per ’-I. Price

Car-bao 1 kilo ■ 7  30.00

Cow - 1  kilo , 35.00

Pig 1 kilo 30.00-33.00

Chicken 1 kilo 35»00

Note:

Price VMi-i 'j dcrending cn size and class of hog



SELLIIjG price of PRiiSH I^T PuOLUGTS IN NAGA CITY MARKET:
1989 - 1990

Product Unit/ kilo Price

Beef and lean meat , 1 kilo
Beef and meat with bones 1 kilo
Beef liver 1 kilo
Beef heart 1 kilo
' Pork lean meat 1 kilo
Pork meat with bones 1 kilo.
Pork pata (front) 1 kilo
;̂ ork l\mgs 1 kilo
I’ork liver ' 1 kilo
’̂ork heart , . 1  kilo
Chicken fully dressed 1 kilo
Chicken naXts/i. 1 kilo
Chicken entrails liver and

gizzaxd 1 kilo

P 60.00

50.00
70.00
55.00
50.00
42.00

52.00

52.00

50.00 

. 52.00

48.77
41.58

44.25



CUtlIM-<T MARK>]T P ^IC5S Ob’ P:^0C^J3"2D MEAT

1990 '

1.
2.
5.,
4.
'5 .

6.
7.

9 .

, 10 ..

1 1 .

1?.
15.
1 4 .

15.

P r o d u c t

C o m e d  B e e f

P o t t e d  ." ^ ie a t__

P ork  an d  B ea n s  

I'lechado _______

P r ic e  /  k g . ?acka<jinf̂

L u n ch eon  m eat  

L ech o n  I’a k s iw  

riausapje ____

M eat L o a f  _____

H o td o g s  ________

J a co n  ______  .

C obked Ham __

C ooked  S a la m i  

T o c in o  ______

Lont̂ aniza
C h in e s e  S a u s a ,^ e __

104 . 6 8 ■ C anned

94.00 C anned

32.60 C anned

6 4 .2 8 C anned

,•^9.75 Canned

6 1 .6 6 C anned

7 4 .50 C anned

5 1 . 5 0 Canned

72 .00 P l a s t i c  W rapper

90.00 P l a s t i c W raoner

6 6 .0 0 P a l S t i c  W rapper

4 3 .0 0
P l a s t i c  w ra p p er

70.00 P l a s t i c W rapoer

96.00 P la s t i c .W r a p p e r

7 5 .0 0 P l a s t i c ■.‘.'ranper



nn Guides and Targets 

( 200 Sow Level )

riinf- Herd

’-'arrov/inf̂  Index 2,2
?'.Tiber born ".live ( viable only ) 9,0
’I'ibe" reared ilive pr-r sou per litter 8.1
■'o’-tality Ratf - birth to we-ming, % 10.C
L!vewei^htj kg.:

at birth ‘l.2
3C days cic k

3nnc option Rate ( «t 21 days O> % '■ 9 0 .0
( -it Ẑ2 days )% % 88.0

F'-jrr̂ .vang Efficiency? \ ^5 .0
Pl'.shinr Periods Not days 1 0 .0
P rrs reared per sow per y e a s 17-18
" rrcwinp per month . 28-2Q
Jen/'ices per month 33-3A
a’c> iH'-Ts per month , 227
we-iners per ye-iV 212K
\<‘.ol-iceraent gi' ; per year 7D-80
'̂o-ir êq'i'j reiTîint'̂ ■ 10
o'" a-cement borirs fX'” ŷ ^r . 4,

i nf'’ '!erd

of Fattenf-rs ry;r month 220
3'iles of F4tteners_ per year 26/i.O
'ortality - vraenir.g to marlĉ t, % .. 3^,
 ̂; vewei "̂ht>- kg;

60 days 15.0
''0 days* . 35
1?0 days ' 60„0
ĥ:< dajM 90 „0

’̂.-’od îffici'̂ ncy - v/eaninc; tc miarket . 3./̂



Space Re-^uirements of Swine

Weitiht or
Phaso of Production

Solid. Floor Feeder Watere A-'jtoraatic Drit
: Space ( s t . i i i . )  * Space ( cm. )‘Space (cm.) :(• No. of pigS/

Nat'ire Boar : r. n ) « :■ 50 . 20 : ■ 1

So-js ■ 1th litter . : 5.0 : 0̂ 20 ; 1

Sow3 or Gilts (in gro'-ps): ■’.0 : 50 : 20 : 10

ReDliC'^ment Boars 2 .5 : 50 : 20 : 10

Growin;̂  Pi^s :
5-15 k;r. . ■ : 0 . 3 ■ 15 : 10 ■ 10-20-

'!5-'0 k,-:̂ : 0 .5 : 20 . . : - 10 : 10-20

■50-/, 5 k'j : i\6 : . 2" : ■ 15 : 10-20

;5-65 kg : 0 .75 30 : 20 ; 10-20

^5 kg- Market : 1 .0 : ^5 : 20 : , 10-20

Floo ■ space can rounded ’ip tp '’0 '̂- in units with partial or total

slotted floor.

Durin<7 smmner or in hot areas > floorspace for f(rowin<̂  pigs sho Id be increased
us to 25 t .

■/j'ith :5elf-fe'̂ ders) on'; feeders, one feeder hole per /+-5 pigs sho"ld be alloted.



Housing Re-i:irfimehts of a 200 - 3ow Unit

■̂ arrovdng Grates or Pens
Dry ')0V/ pens ( A P'i gn per pen )
Individual Gestating Stalls 
Individual Boar Fens 
Rr-ol-jceroent Breeder Pens:

- Gilts ( A pigs/pen)
- Boar

^̂ lat Deck or ' eanin..' Pens ( PO pigs/unit) 

" o v/f' r ?e ns ( .2 0 Di. f-7 ̂ / in 11)

60 unite
 ̂units 

14.0 units 
10 -inits

A units 
2 units

P.A units 
32 uni ts

The ■'oreFoing rf̂ T:;irf'ments ar .• ba'ied on th- follov/ing assumptions

’̂arrrvjing Index ( tioo of litters/sow/y^'ar) - 2 o2
I.itt<-r Size ( Mo. of pigs ):'

At birth
■ oan̂ n-'( 30 days old) 
îO days old 
'̂ 0 days old 
1 daŷ . old

days old ( market)

'-•5 n
8.’l
.̂C

7 .9
7 . P 7

7,8-:
roar ’-itio - 1 :20
/•.nn’ial Replamvnt rate of brr-'ders 

( boars and sov ’) 35%



^nST OF PROPrinTION PER KG. OF PORK

5rj
A. "ost of Stock/piglets...  ....'.................  f  A50o00
H. Cost of Fee'̂ s ,

a. Pre-starter /
b. Starter 180.00
. 0. Grower 702.00
d. Finisher 6/_̂ ,00

"y.b-Total - /1A05 .00 1605.CO
. :ost of Veterin'.ry -nedicine ■■ ...... ....... '.......  160.50

( 10^ of fpy-i cost ) ' ,
Labor cost .......................\o..o---- 2'^^.25

>">st of electricV’.y ( per head ) ........ .........  ' 11o15
? . yiscellaneo s expenses ......................... . 100.00

'T n. 'T
t4.r,:’ '.i'?,pt ’ on No. 1 :

.of fatt<r ( "-0 kgo / 33,00 ) .............  f  " ' ,^ 70.00

-.sj r.'nvion No„ 2: ( 7 ?’oOO ) .......... 2,°'̂ 0.00

■u-.D'T'tion No. -5: ( 'K) k,>« '/ ? n 0 0  ) --- •........... . 2.790.00

Crjt and Retirn Analysis
%t Profit/kg.

Ass jr.iption No.1 ................................ . / . 5<.06

1'S.imption Noo2 ............. .............. . .̂ .06
nintion .................................. ..... ................................................  . o  o . . .  o . .  o  o . . .  •  3.06



?EED î 0R'4"LATI0N. -

IIOtT Gestation Ration

IMUIELiilS. PARTS BY WSrGKT

Ground -̂ orn Soybean Oil Meal 
Rice Bran 
Rice Bran Dp 
Copra Oil Meal 
Fish iV/3al.(65?)'
Meat and Bone Meal ($0 ?̂)
O./ster Shell 
LimHSton,’,
Salt ■
Vit. Xin. Supplement 
Antiobiotic 
I'loline Shloriie

U3oO
5 .0  

2 5 .0  
12.0 
iCoO'
2cO 
1 oO
1.0 
C.5 
0 .5  
0.2 
n.2 
0.1

Tota' (k'JS.) 
3'ost T3er

100 .00

ProxiTiate Analvsi:

Gra’e protein % 
Metabolizable Energy 
GalciUm % 
phos ■shoro'13 K 
: • . le P'it %

Lys in- M.-'thi L 0.;

,) i 262H 
OoV5 
0 ,7 6  
2«62 
6.̂ 3- 
Co 55
o?.1



^E5D FORMATION

Hog Lactation Ration

INGrij:')Î NT3 PARTS 3Y /lEIOHT

3r.' in'i 3orn
Soybean Oil Meal,
Rice Rrnn 
Rice Bran D 
Goora Oil Meal 
Fish :-feal (65 )̂ •
Vf-j-it and Bone Meal (50 )̂
Oystir Shell
Salt
Vit. Min„ 3'ipplernent 
Antibiotic 
Choline Chloride.

40,0

6oO
2 7 .0
10.0 
10.0

3»0
2 c 0 
1o2
0 .5
0.2
0„2
0.1

To’.a: (kigs)
F‘*e 1 Cost ner k;?,,

160.20  
f  5oOO

Proxinate Analysis

Cr ii<> Protein %
Metab'/' ',z-ible Enert̂ ŷ ( kcal„ ) %
J 1 -  V . jo

P . ’’-'’O IS %
Z- '-fc 
Gr ;t, Fiber 1o 
Lysine % .
Meth'orine t,

2'-02 
C„82 
O.f-0 
2 .67  
6.54 
0o67 
Oo25



FE'.D- F0R’-:rLATICN3

Hop Pre-^^tarter Ration

"irouni 3orn ( Fine)
Soyb3an oil neal 
?.ice 3ran Di
Fish '-'eal ( 65% )
'■:eat and Bone meal ( 50  ̂ ) 
3kim :e-’ Ik Powder 
2vcu\ S ' 10a r  
Ovst’T 3ho11 Powder 
3 Tit
Vit» '-'in. 3 ;6plement 
Lysine
DL- 'et̂ ' on: ne
'eoa^ox P] ir. ( Anti-Sco-i'- ' 
3 :1 '"-.in", haz,inc ( antibiô .1'

PART3 3Y VJEIQtiT

4̂ .0
25 .0

' IGo.b ■
.̂0

2 .5
5.0
3.0 ,
0.6 
0.25 
0.25 

• - OJ'C
• 0.10  

0.1c 
0„10

7ota: • kr^. ) 
?o(S4 lost ncr kp;.

10C.0
Ĵ IO.OO

Proxim-,te Ana7yn 1;

Ir.df Ir-'t in f 
' l i Sw rry ( kc'i], ) t

jalci'.rri.
Phostho’o ■'
3ru'̂'
3r ;d‘ ?’ib';"
Lyn i r  3
■'e th  ̂  oni n. ■'’i
Mothionin-: t Oystine

,11 .?/ 
30.46 
O.o 
0*78 .  
2 . 5 7  
3 . 8  
1 . 3 3  
0./*9 
0.82



Hop Starter Ration

?or;-??lat ions

INGjlEOJSiTrS

Gj-ound Corn ( Fine )
Soybe-iT c'l meal 
Rice Bx'-ari, Di 
Fish ( 65' ̂  )
Meat 'sad Bone meal { 50 t. ) 
SkinuTiei Milk Powder 
■Brown 3;jgar 
Oyster Shell ( Fine )
Salt
Vit. Min. Supuleraent ■ 
Lysin̂ ^
DL - hlonine
Mecadox Pl is ( - Anti-Sccir)
S’ll'" i.i-jth .z; ne ( Antibiot.̂  c

Totai ' kgs. ) 
F<^oi jost ^er k--..

PARTS BY wsiGirr

50.̂
22.0 
16.0  ■

3.0 .
2 .5
2.0
2.6 
1.0 
0.25  
0.25  
0.10  ■

O.lO
. 0.10 

0.1O

1'"'0.̂ 0 
i  6.00

Pi'oxi-'nate. Ahalysif;

Cr ;i' PrcteLn % ’ '
Metaboliz'-ble Energy ( krjal. ) %. 
3alci'im 
Phosphorois %
■ Crude Fat $
Gr'id ! Fib-r % ■
T.ys:‘ ne ^
Met'donin • ■%
.Metnionine + Gystini? %

,1^5.65

3032
0.940.8/.
2.6l
L.Oly
1 .17
Q.U5
0 .73



FPR'fTLAl'ICN

Hop /Irov/er Ration
1-/-X >r^ T  '  i- tm  ^  '.oi.ib ÂRT3 BY /JEr-",HT

"r̂ 'ind'jorn 
07 be an Oil Meal 

Rice Pran D-̂
::opra Meal 
’’t)il-I-3 - Leaf Meal 
Yeat and Bone Meal (f>Ĉ ) 
Oyster Shell 
3alt
7 ‘t. “in. Supplement 
Vilfa’nothazine (Antibiotic )

12.0
20.0
10.C
/..n 
2.0 
1 . 2 5

0.25 
• 0.11

Tota^ (krs.).
Feed Cost ner kp;.

100.01 
y 5.20

r~Voxi.TOte Analysi s

3r : ie -Yotein t
'’etabol i 7,-)ble Enerf';; (/cal.)  ̂
Oalciun %
Phcs horo :s %
Or ;de "at ^
Crude Fiber 
Lysine
Mot'’ ni'ie^

16 . 3Z 
3000 
0.80 
0.82 
3.06 
/̂ .93 
0.69 
0.79



FEED FORI'li'JLATION

HofjFinisher Ration

P/aT3 BY '//Eltyrfr

Gro inl Corn 
SoylifJ'in Oil ’-feal 
Ric>; Mran 
Copra Cii Meal.
IpIl-I'̂ U Leaf Fii'dl 
Meat 'ar/d Bone Meal •(.PC'S) 
Oyster Shell 
qalt
Vit. M't.. Supnl-mi’nt, 
pos ist-io ( Growth Proinotant' 
Cooper aulTate 
Zinc Q-': Ide

4 2 .0  8.0 
32 „0 
■ 9oO 
■ 5.0  
2.0 
1 .2 
o„-: 
o„-? 
0.1  
r-oOA 

. 0.01

Tot.al ('-',̂3) 
7eed C'3t. per

100.05 
f  /,„80

ProxiiiT:.te Anal'/sis

C ru d e  P r o t e in  %
■■VitaboU 5 ;ab le  J iner,-? / ( k c a lo )
Calcl'ur. %

Phos’inf rois % .
C r i ' le  ? j t  '
C r i ' ie  F :.b e r  
L y s in e  ?
Methionine

1 3.'-^6 
278“̂
G.72 
3.18 
5.29 
' f .o5 
0 .2 3



F K E O N W ^ R Y  
( ? raorith period )

INGREDISrvTS OIJAOTITY

Ground Corn 
Soybean Oil 
Rice Bran Di 
Rice Bran D 
Copra 031 ^  Nfeal 
Ipil-Ipil Leaf .'-feal 
B'ishmeal (imp.) 
voat anc] Bone Meal.
Skirr.iTiec m i l k  
B ro w n  S ig a r  
O y s t^ - r  S h e l l  
S a l t  . ,
L iir.r^s to n e  
D L - M e th io n in e
L y z in e   ̂ ,
C h o l in e  C h lo r id e  
V i t a in i r . - M ’ n e r a l  S n o p lf tn ie n t  
M ecadoz P l ’ !S ( a n t i - c c o u r )
S u lfa r r .e th a z in e  ( a n t i - b i o t i c  f o r  'p i g l e t s )  
Feed A n t i b i o t i c  ( f o r  b r e e d e r s )
P o s is ta c  (g ro w t,h  p r o n 'o ta n t  f o r  f i n i s h e r s )  
Z in c  O x id e  ■ -
G o r ip ''r  S u l * a t e

11 7, ,̂̂ 91 .0
2-4»608 o 8
6 9 ,99 8 .0
9 .0 4 5 .0  

22,627o0
7.719.0  
2,Z.?6.0

■ 4,756„0
673.0  

2,188„0
3 .001 .0

555.0  
3UoO 
.25c69
25.69  
76.- '3

536.01
25.69  
75o29

1 5 3 .3 6  
118.26 
11.83 
47„30

TOTAL 266,837o75



PROXIMATE ANALY3I3 OF FEKSTIJFFS

: Gr' ;de Crude ; Crude : C a l c i ™  Phosphorous ME
i d s t ' i f f : P r o t e i n F a t ; F i b e r  : ( G a . ) ; ( p . )  : Mo ^ne]

% : : % : t : ( k c a l

Ground 3orn ; Po7

Soybean  O i l  K e a l  . : 4-4-«0

Hice Bran : 11 oO

3 .8

Oo5

0.6

; 2 . 5

: 7.0

: 1.2

0<,02 ; -0.30 : 3476

0„25 : 0 .60  : 2800

0o1 ; 1
Rice Bran D2 1 8 oO ! 22o0 ; O0O9' : 0 .6

Copra Oil Meal : 2 0 .0 ; 5o7 : 9 ,0 : O0O7 : 0„2

iDil-I^il Leaf M. * - : 2U.0 6 .0 ; 11 oO ; n o : 0„3

Fishjiieal (imp.) 65.0 : 7 .5  t •: i;o : 4 o5 : 2 .5

I'feat and Bone M» 5C0O : ' ' 8 o5 : 2oS : 11.0 I 6„0

Ski-iined milk : 33cO : 0 .5 : - - - : 1 .2 : 1 o2

Brown S ;-;ar ; _ _ _ : - - — ; - - - : --- : - - -

Oyster Shell ; - - - : - - - : , 37o0 : - - -

LiiTi':3t';rie ■ : - -

FLsumeal (Sert̂ m̂ ) ; : • 1 oO •  ̂M ^ • — 1— «

: 2'500

: 1800



Feedstuff
••

; Methionine 

: %

:Kethionine + : 
• ■ Cystine ;

: % :

Lyzine
%

Ground Corn ■j G o U ; • 0o30 : 0.18

Soybean Oil ?*al : Oo6S : ,1 o 34 : 2.78

Rice Bran : 0.2,/, : 0.33 : 0„60

Rice Bran • - - ; - - ~ ; _ _ _

Copra Oil Nfcal : 0„25' ; 0„30 . : 0.55

Ipil-Ipil Leaf M. : 0o3l ; 0o50 ; 10^8

F shmeal (imp.) : 1.90 : ; 5o62

’vfcat and Bone Meal : 0.^7 : l o U  : 2.4^

Ski rained milk •; 0.93 : 1o33 i 2o20

Brown Sugar ; - - - . : - - - - - -

Oyster Shell ; _ _ _ • — •

Liniestorje - - - • • 0 - ^

Fishmeal, (serum') « — • « ♦



FSZD GONV^uRSTON EFFrcraNGY 
ES'EIMATE

Age/stage Kind of Ave. laily^Total.Feed . Final
of grov^h Feed • GosMinption 

(kg. i
‘Consumed 
(kg.) Gain ( kgs.

15-30 î iys : Pre-3tarter •« 0 .5 : 7 .5 5 .0 ; 5 .0 *
31-60 days : Starter •• 1 : 30.0 : 15 .0 ; 1 0 .0 ■
A1-9  ̂days „ : Grower ■ •• 2 .0 , : 6 0 .0 : 35 .0 : 20 .0

91-1 -C dajrs :■ Grower • 2 .5 : 75 .0 ;■ 60 .0 ; 25 .0

121-165 days : Finisher •• 3.C ;13%0 : 9 0 .0 : 30.0

Feed Gonv-?rsion Effioiency ^ Total 
Total

Feed
gain

Gons lime i ^ 
in v/ei-rht

307.5

307.5- o ; 
9 0 .0

^0 .0



Tu .1 - o.

cari'):: i ricG

’ 1 • . . 0 0 \  • ^r:. v " , . . i c r o : ■; or.,/ h r  : .■^0 , 0 ":0 . 0 0  :
; ’ 1 ' ■ : . ; 'L in  , : \ 0 0  ; 5 0 , 0 0 0 . 0 0  ;

I I' ■ : 0 -■ V‘; -i.c ~:o o r  ': r  . : . -7P n

• 0 j  '-U2? ■■' ■ ; o t ‘ : 5 0 , 0 0 0 . 0 0
: - v ] o . : c , ‘ : 1 0 , 0 0 ' ) .  00  :

• * r *1 o ' c) i . / O ' '

' i f  ' ‘ 1 ■  : 1 0 , 0 0 0 . 0 ' :

I * 0 9 0 , 0 0 0 . 0 0  :
: V V V V \ V V J ' / V

r  • *
■

• 1 - : r»"> • . j o c i r i c a t ^ o n ^ - r i c e

• ' - . i t  : ; i , o -  n o ,n r -  0 0 0 ': ■ : ■^!,0 '^0 , 0 0 0

I  1

■'1 , : . 0 0  ’ - i / h r : , '•’ 1 , 0 0 0 ,

; .-ri
.1 -1 .' ' ■ 5 '•,000.00

4̂,1 .".0,000.00
VVVv .■ VVVVV'.'VV



n  .
ir :o 'iL

\nn rjl ’.'-ro 1 a"; tion - 6C,^0C >ia-'̂s -it 50 >1-3 .• 
b-i ̂ s y /?.5'.\00/bag

-r< ■ Tn
7 1̂5>0C'0,n00 .00

X 2x0
f 3»000,001

T'-’-.i PĈ L

5 ”■-.1*3 Tt 'iv ra--'- 13 ho’irs o'jr Oay
-iD.'ir.:: - hr-,, -il 7*.?5n.OQ/hr - f  A:’ ' . 0 0

A h:'s.  it. 'O/hr -  - r̂.; .00
Ln̂ jo'.e/tra'; Lrr it 6.'5 hrs. FTT4/.S.OO

0.00 x 5  ̂”'i?tors X 2 X 120 dgys 
V 7.5 V 13 hr s. x 120 " .

M  '3 X 5 tric'ors - Ai'3l
Oil is 25'*' of '-ost

Oil . . :
■' ji MO')
ro'-ii
3: c -3 Ir’o"v

f 1,710,000.00

f  . 301, 275’. 00
75, 31?.^75

^76,593. .75
171 ,-000,.00

7̂ . 547, 393.,75
1,l62,/,0̂

X.v: v; .LLiR

. n'tT a* ,\v >f -5' hours p<*r Ony
1, M'' k'l3. X.'" hrs. X 120 iays x 9
'ri^rYkl. ihf̂ llin̂  ̂fee

Tf'ioTif ■ ' •
•'’;-'l - X liters. X " hrs. y-l20 'i-.yu

x 9 ':ni"-3 ■ 
r'l - 25' of 1 ;ost0 r '

1 -̂ -ol '.ni Oil
'a i.n’.^^nance (10'') 

Tot- i l  ,

10, ?<'>3,000 k 
i .0?
?29,U0.00
-’9v035.20 
22,25S.?50

'J

J

111,20̂ .00
■̂2,9AA.00

19A>23-5.00
635»205

' ‘ T ton" ” ;r -‘̂n'h a' :jV r a - j r i o o
- 71 O.OO/V:' orc'^OGSC'i Tcat

; 10,000 k". x /l 00.00 x 12
Or03 • Rate
p  ̂ O

7*12,000,000.00 
25 .

3,000,000.

t :j

v-jr:̂ ĉrn - '̂6,0tC.00
■ j'ly- //..,5nc.00



■^e-rtiliaers;
''-orn - 1>567.5 hectares x Ĵ 6j0C0.00 x "-.f"'" .
^alay- 2,A17.5 h3ctares x 7^^>fOC.90 x Z5.""7^
Total

/■^600,12^.?C X fnvosz Profit Rate) x ?

Ih'jrâ .als;
"o.’n - 1,S'^>7.5 h’ -':.,re3 ^ /"^,OOC.OO x 1'.9^
P-ilay- 2, L M . 5  hj-lares x /4 >5 0 0 .0 0 x 21.77'^

/ / , » 1 4 - 5 » X 1 5'̂ ('̂ -ross Profit Pate) x 

3nai'.:
lorn.' - 1)567.5 hectares x J^6>7CG..'0 ,x 13.33'*'
Palay- 2,/J7.5 hr-'.aros x A » 50'0 . 0 0  x

• 'To-al

f ,P.1^,719.50 y :̂-ro.‘3s Pro'̂ 'it Rate) x 2

f  3)620,975 .00  
A>979>103.30 * 

600,123.30 •

f  1,777,545.00 

A»U5 ,?4?".80

638,QIC

■1,243,754

f  1 ,P53.6 ’̂6 .50  
966,033.00 

p̂T'̂ ig, 719.50

266,366

6. RT:.:;

75 r.a >;s/hectare; 40 kils per bag fresh nalay 
"’S ba '3 y. 40 x 2 ,417 .5 fi-cbares 
' ,̂252,500 kilos X S5t x 65t (rice)
Z,^'7 .706 + 50 klfj/ha=' x 7̂2 *00( Profit/sack) x 2

7,252,500 k 
4 )707,006 k

■320,560.

o 'VUT*: f.?co''"::tc:n

4" h-ct.res at 3.5 '■':/hectare at 7'6.0O/kl.
40 X '-’.fOO X./6 .0C X 2
‘-arv- 3tin^ and Post-harvestia^ cost - -^^r'/"'and 
cb'Uing '10-') . , ■

i on 3ost at 000.00/hoc tare x 2
T o • y 1

/1,6P0,000.00
/ 16̂ %000.00 

4-0,000.00 
F  6z~3, 000.00

1,032,000.

,.nr. I.'’, '̂r-oi action
haais at 90^]::/neai at J^32.00/M.

■;o.3t "Production: 2,640 x 90 x /2 7.^3/'<i.
 ̂  ̂  ̂  ̂1 +

/ 7,6''"3)200.00.
6,636,1 *̂3 .00

967,032.'

T-;:':. ., mIO ' Kco'̂ Tno:-; loa:j.] 3xT“,"ozo

at at 12' ''or p<4 0 ,-̂ CO, 000.00 
jervlc ' "̂ ees at 2'? of Amount of Loan 
ôtal

/4)300,000.00
300,000.00

5,600,000.C



10. 0"
Tnter'̂ st on Bank ~)eDOsits 
S'lle of >laste and 3urplus 
T.otal
TOTAL T?:OOMS

25»000.00 
90,000.00

7̂ 115>000,
7̂ ,̂030,335.
'rrr'rr̂ rvwŵ



4th ICA Japan Training Course, IDACA, Tokyo.

Comments/suggestions made on the Project prepared

Mr Abundio V Felin, Philippines.

(other those made by the group, presentations)

* To find out exact movement of prices and production, graphs 
should indicate trends for at least four five years.

* There are eight components in the project. Major anchor 
activity is feed mill. It looks like a set of proposed 
activities and not a project proposal.

* Activities may have to be implemented one by one and finance i 
requirements also made accordingly. Evaluation of one 
activity should be done before starting another activity.

* Integration between different activities need more clarifi
cations .

* Existing coops could develop activities related to theii 
activities and develop other activities in phases.

* Analysis have been done based on many assumptions. 
Profitability and even procurement will change on change 
of assumptions.

* Project in its present form is not bankable. Land Bank 
can help in putting the document in proper shape.

* Project idea and initiative from author is good. Reflects 
his knowledge of area. But project document, as an 
investment document needs revision.
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1. Name of the Project: DAIRY RPOJECT IN BANDARAWELA
2. Project Area : Upper Uwa Province
3. Objective of the Project: At present the dairy farmers

in Bandarawela area are getting a marginal income for
their products. It is aimed to reach the gross income to 
increase by 90% within four years.

4. Total Project Costs:
First phase: Rs. 1,968,000
Second Phase: Rs. 18,056,500

5. Total INitial Investment:
First Phase: Rs. 1,814,400
Second Phase: Rs. 8,807,000

Total Rs. 10,621,400

6. Working Capital: First Phase : Rs 153,675
Second Phase: 9,249,500

7. Source of Funds: Equity (25%) Rs. 492,000
Long term loans and govt, grant: Rs. 1,476,000

8. Installed Capacity: Plain Milk 9,000 liters of milk in
half litre bottles per month. 
Flavoured Milk: 180,000 bottles
per montheach bottle 180 ml.

9. Capacity Utilisation: First year - 88%
second year onwards - 100%

10. Raw material availability" Enough raw milk can be
collected without failure.

11. Marketing of proudcts: Area within 25 km of radius
thru, coop societies.

12. Organisation and Management: To be managed by the newly
set up Uwa Province Milk Producers Coop Ltd.

13. Financial Analysis: Pay Back Period - 4 years.
Net Present Value - 124%
Cost Benefit Ratio: 2.68 
Internal Rate of Return: 20.4%

14. Pre-operational period: 25 months.

DAIRY PROJECT IN BANDARAWELA
SUMMARY:



P R C J S C T  H ) f i  : n ; C G H . t C 0 "  T H i ;

r - A X R Y  . y ' A : : < H £ R S  o f  3 A y . 0 A ^ A \ i S L h  A R S . A  I N  

S R I  L A ? n U

? r » j c c t  3 « p « r f c ^ | u b a l t t a 4  t a t  t h g  i c y j ^ p a j g  P r o ^ r a r r . a e  j s > f  

S t r e r i ^ t k i f e a . l K ^  . / A g r i c x i - l t u g a l  C 8 - a » p e r & t i v e - s  i a  k s ± &  i a

1959/̂ 990

' X ' t u s  B o a 2* < i  o f  D i r e c t o r ®  o f  t h »  N a t i o a a l  C o - o p e r a t i v e  C o m i o i l  

o f  S i ' i  i j J S i a k a ,  i E S t r u c t ^ t d  i e «  t o  p r e p a r e  t l i ' S  p r o j e c t  T o r  

B a c d a r a » ^ e l a  A r e a .  ( B o a r d  H i a u t e e  o a  s S t k  D e c e o i b e r  1 9 8 9 )  A f t e r  

f e » t  d l K C U s s i o a  w i t h  t h a  f & r i s e r s  i n  B a a d a j e a w e l i i  a r a a ,  I  s e l e c t  

t h «  p r o j e c t  f o r  p r o c e s s i a g  a i i k . ,  i s ’a i c k  i s  t h e  m o s t  c o f f i r i i o n  

c o a a o d i t y  f o r  t h e  f a r a e r i s *  a S i d  i t  h a s  & o t  g i v e n  p r o p o s e  f o r  

i t s  d e v e l o p a e a t , .

P r o . j e c t  A j r o a ; - *

I n  B r i  L a c a K ®  s s i l k  p r o c e s f J i a i j  i s  d o i n ^  b y  t w o  b l i g  C 0 u n p 5. u i « a ,  

c c a p a a i f t s  p a i d  p o o r l y  f e o  t h *  f j < r a « r H  o t l t h c a t j h  t b e  p r i c e s  

o f  G U t p a t  i a o r e a ^ i a g  r a p l d l j r .  S o  I ' f e e  f a r a - . e r s ,  c - U i  n o t  

t f t r a ' a i i t  f o r  b e t t e r  p r i c e .

A u d  i t  i s  n o t  v i a b l e  t o  p u t  u p  h i §  p r o j e c t s  i n  S r i  L a n k a ,

A ' v ' e r a g e  transport c o s t  f p r  o a e  l i t r e  o f  r a w  . ' ( l i l i i  i s

t e .  1 » 1 0 ,  i t  i e  a « * x l y  2 0 ) ! >  t h e  p r i c e  p a i d  b y  n h e  c o c p s X i i e e * .

D u e  t o  h e a v y  t i a a f l . o p o r t  c o s t  a i i d  l a c k  o f  c a p x t a l  I  e o / ^ g e s t  

s m a l l  p r o j e c t s  f o r  a i l k  o f  t l i e  i z s i ’ t i a l  s f c a , ^ #  s u c h  a . a  

p r o d u c i x i g  f a g i t a r t ,  G i E C ;  a n d  c a i ‘ d „

A s  e h o w a  i s s .  t h e  t h o & s  i a  a  h i g h  p o t e n t i a l  f o r  r o i l k

p r o d u c t i o i u  A t  p r e s e : n t  d ' u < i  t o  f ; « a k  b a o k s y r d  f o r i i - a r d  

h o r i z o n t t t l  i a t e r i j a f e i o n ,  t h e  p r o d u c t i v e l y  i a  v e r y  I o w » .  I  s u g g e s t  

t o  f r o f f i  p r i i a s r y  . ' 3 0 « i a t i » s  o f  r a i l k  p r o d u c e r s ,  . A t  p r e s e n t

o n e  a i . l k  p r o d u c e r j }  c o - o p e  a u d  o t l i e r  M u l t i p l i r p o - ' ^ a  C o - o p e r a t i v e  

S o c i e t i e s  c o l l e c t  a i l k  a J s d  a c t  a s  t h e  a g e n t s  o f  t h e  c o r a p a s i e s .

’ contd,.,2!



S.-,iiedul«) ....... ia showB the avex'ajo m-ixiaus and uduiaua
icilk collectiou per saciith*

The p r o j e c t  p e r x c d  c a n  o« c i e v i a s d  tv;o a s g o r  c o 8Sj)on»nt8 ,

Fx ra fc  f i v e  y « a r  p r o j e c t  t s  rot' t h e  B a n d a r a w e l a  Millt. 

P r o d u a s r s  X . t d , ,  f o r  p r c c e s s i r t ^  m i l k  aiid p r o d u c i n g  Y o g u r t ,

Gee a a d  cm*d«

A t  t h e  eaffi* p e r i o d  i t  i s  n s c e s s a r y  to iora & i l k  p r o d u c e r s  

s o c i e t i e s .

Secood stiikse of the projects

f o r m i n g  f e w  M i l k  J T o d u c e r y  p r i m a r y  s o c i e t i e s ,  t h e  

s e c o a d  s t & g e  B h o u l d  ia* s t a r t  i;ha.t t h o s e  i i h o u ld  be a  

s e e o a d a r j t  u n i o n ,  a J ' t e r  t j i a t  t h e  lu'iion can  s t a r t  a  v i a b l e  

p r o j c j c t .  Tiift S e c o n d  s t a g e  can. b e  s t a r t e d  a f t e r  t h r e e

y e a r s 4

At t h a  a’SOiiiid a t a g c  che u n i o n  m i o u i d  e t - i r t  p l a i n  m i l k  and 

f a v o u r a b l *  w dlk  p r o c u c i a ^  p r o j e c t ,

B ui ld jn i fc  &n.i L * a d

i/Jhei** s k e t c J i i n g  t ’.te l a u d  wa a h o u i d  l o c s i t e  & p l a c e  i n  m i d d l e  

ni'  m i l k  p a c k e t  ftud the  p o p u l a t i o n ,  t o  f a c i l i t a t e  e a c h  and 

e v u r y  s u p p l i e r  tis nuch  a s  r sas t  p o i - s i b l w  ffiininiua d i a t a n c s  

to  t h e  c t n t r ® ,  as hn>& t h e  i d e a  t o  a c q u i r e  t h e  f o u r  & c r e  

.1 p.nd fl'ofi! ;DeQ.:>diaru. which  i , ;  two j a i l k  f r o i i  t h e  B a n d a r a w e l a  

h u X i i c i p a l  a r ^6 r i i t h  t h a  helj.v o f  t h e  P r o v i i i c i a l  G o v e r n m e n t ,  

The l a b i l i t y  o f  w a t e r  A'itrd-h t h e  p r e a i s e a  wo u ld  be 

an  f t d v e n t a g e .  The b u i l d i n g  i s  f > .p prox im «te ly  1 5 C s q u a r e r  

« « t t r s «

ccntd.»3



fioad Access;

3ooci 2oaci Access to the Centre Is essential ac the collectiri4i,’ 
milk has to i'each the centre lor dj spatehiu^; milk to tho 
processin,5 centre. The ro&d condition is suitable for 
niilk tx'i'jisport in Defflodar* Area.

aqulpaent :.

The eqjiuipment we used to milk testing, cleaning and storage 
at primary centre is listed out and annexed,

Basic Training for the priraary centre staff;

I f  we s e l e c t  t i i e  e m p l o y e e s / p e r s o n s  t o  a f f a i r s  o f  t h e  primsa*y 

m i l k  c o l l e c t i n g  c e n t r e s  i t  i s  a d v x d a b l e  t o  f i n d  p e r s o n s  

w i t h  k n o w l e d g e  o f  m i l k  a s ' i t  n e e d  i n  t h e i r  v ;o r k .  W'ii h a v e  to  

p r o v i d e  vith t h e s e  s e l e c t e d  jx e r s o i i s  t r a i n l n o  i n  t h e  p r o c s d v i r e s  

s h i c h  t h e y  h a v e  t o  f o l l o w  s u c h  a s ;

I) Diciplined how they ccsuld develope the relationship 
with the procedures &nd how they could could 
co~operftte in solving th«ir problems.

II) Maintenance of tht: centre includin,^ cleaning of jlass
wares, alun;iniua wares, house keeping, general hygenical 
proceduree &nd t^e centre preitisos.

Ill) 'Oe.inc and cheoiculs

IV) Testing procedures and pra.ctie«l ti-ainiac.

V) Book keepiiig and c.ccounting procedures.

VI) Co-ox-'erative Laws and procfcdures.

c o n t d , . V



P.a s l c  ■ivvd.iixni, t h e  Pi-oducex-a

,\s we cta.H e x p e c t  5.I ] th« f<ir3-’er& s.rfr aducate-i to pass 
the rdonsofce through the pi’inted r.atcrials we huve to keep 
clcfto col-labcration 'ffith the institute such as 
Agricii?.tLa’al Training Centre and Veterbai’y Sargent in
?5;T'iarai7e,Ic»,

L l i g h m e i s t  o f  P r i a . a r y  j o c i e  t i e s  : ~

Kilk Producers should b* encor&ge tc fare primary
.;ocid--it-s in that villac« better aclvciniagei?. The
oi'-'icials of tho Co-operative Departiteut would have to -■'tr.J.or 
Ti.eceaGe.ry at-siKtiince for organising priraary Kocietiee,

Miltc resting;

At present no cc-operativjsocit;ty trsts the fat contact 
of the individxiel producers. So it is not eiicourage the 
proc.ucers to produce better quality mJlk. When the primary 
societic-s stated it is necessary to less the fat contacts 
shouia be allocated conaiderine fat contact.

M a r k e t i n g  o f  t h e  P r o d u c e : -

We conducted a  saiEple s u r v e y  within 50 railee from
B a f id a r a ,w e la  and estimated ;̂ h® decarid as the other coamoditiee. 
The products of our society should b® better quality wv 
must carcful to maint«ln the standai-d cf tht product,

AS corr.pco'e to incre'aae of r â- milk prices ths prices of milk 
products if. ijicreaeiri£ high in 3ri Lanka, the marketing 
woulvi not be difficult bec^iuse the project axpect to sell 
its proauct a.t re;&sorjable price*

Un:ler ' J .-J ' :a SAVIY  A ’ -  s  t r e r . ^ t h e n i n j ;  s k i l l  c f  p e o p l e  prograaimo 

t b e  . ' o c i e t y  « i l l  a b l e  t c  m a r k e t  i t a  proc-uctG t h r o u g h  j c h o j l a .

c 0 n t Cl * «



A t  p r a s e i i t  th e  p r o  due e r e  a  p r i c e  K s ,  -  ^ . 6 0  p<ir

r .U.W eii Ik»

D u r i n g  ' 1 s t  st.«,g;e o f  t h e  p r o j e c t  a o f  r ta lk  n 'c v ld  a d d e d

i t s  - f a l u e  3 s .  k/SO i n  p r o c e s s i n t ;  cuid i n  t h e  s e c o n d  y e a r

i i s*  5 / C 5 *  B u t  t h e  p x ' o j e c t  j i s u n a b l e  t o  p r c c e s i i  i t e  wholft

c o l i e c t i o ? i  15% o f  t h e  m i l k  c o l l e c t  b,y t h e  s o c i e t y  wo uld  ce  

p r c c a s s ,  la t h e  s e c o n d  s t o j i e  o f  the- p r o j e c t  v c i l u e  a d d i t i o n  

p e r  l i t » *  o f  ad-lk p r o c e s s  i &  Ss« ' n , ? 3 «  As t h e  work 

p r o d u c t i o n  a j t * r a £ e  v & l u e  a d d i t i o n  p e r  l i t r e  i e  R s .  1 . ^ 2 ,

Fu nd s  Heqi i l re i r .ent  ar.d S o u r c e s  o f  F u n d s ; «

At  t h e  f j y s t  s t a g e  o f  t h e  p r o j e c t

F i x e d  c a p i t a l  R e q u i r e e e n t  -  1 , d 1 ^ , ^ 0 0

Workirj-s c a p i t a l  R e q u i r e m e n t ^  -  1 5 2 > - 7 5

T o t a l  c c ' p i t a l  requiref f i - , :nt  -  1 , 9 6 8 ,0 7 ^ 3

Fu j . ds  R a i s e d  f r o c  t h e  s o c i e t y

2^% i,e« i?s, ^92,000 froffl meir<fcers deposits and share capital 
and 'oelance linsinciai requirement from Government donation. 
At the second stage of the pro.'ject.

Jixed capitiil - additional requirement - fe, 8,807,000
Ĵ orkias f » ,t 9,21,9,500

,is. 18,056,500
s - i ;  5. r s  i f  s -s : r  is  &

for the second stage the society has to form an ovn fund lOĵ  
and balance 90% froo5 financial institutions and Government 
contributions*



S a l a r x e s  and w ag e s  

£ a : p l o y e e s

H a n a ^ e r  2,kOO x ^2 -  2 3 , 3 0 0 . 0 0

S a l e s  A s & i o t a n t e  -  2

- 2̂6,000. .X;
Fro pa^ fe n d a  -  1 2 , 0 0 0 . 3 0

p o s t a g e  & s ta m p  200x 12  -  2 ,^ 4 0 0 ,0 0

D e l a g g e n t s  3 0 0 x 1 2  -  3 , 6 0 0 , 0 0

l£i stage Administrative £.x,per.8es per year

■p Af'.r-. p,r,« KJ'J

V a l u e  a d d i t i o n :

c u r d  -  K s e l i i . n g  p r i c e  -  1^-,0C

l e s s  c o s t  o f  ■;al{».s - 7̂ V..

6 .8 1
T o t a l  p r o ; J e c t s  i n  c u r d

p e r  d ay  6 , 8 l x 62 ^ 22 .22

Y o g h a r t  r e t s d l  s e l l i n g  p r i c e  -  3 . 5 0

l e s s  c o s t  o f  s a l e e  -  2 . 3 1

1 . 1 9

T o t a l  p r o j e c t  i n  y o g h « r t  p e r  day

R s ,  1 , 1 9  X 2 3 2 5  3 0 0 4 . 7 5

G e e .  s e l l i n g  p r i c e  p e r  d ay  -  1 , l6 o
c o 3 t  o f  s a l e s  "  ~ 793 367.00

5790.97
v & l u e  a d d i t i o n  p e r  l i t r e  o f  raw  i t i l k  

ft^dch e n g a g e  i n  p r o d u c t i o n  o f  y o g h a r t ,  geo  e.id c u r d .  

K't year ■j. ^90 
2nd y e a r  OE,*?ards 5 / 0 5

c c r . t d .  ,7



- 7

Rau’ milk 300 litr^e

250 l i t r e s  ~0 l i t r e s

2525 c u p s  o f  y o g h a r t s  £ 2 5  p o t s  ( 7 5 0  m l>

Crestm 1 h l i t e r s  

Gee -  7  l i t r e s

p r o d u c t i o n  c o s t :  ( p e r  d s j )  f o r  c u p s

Yoghurt Rj.

Coj ; t  o f  m i l k  '+.70 X 2 5 0  l i t r e s  ............... ..  ’1 , 7 7 5

S k im  m i l k  pow er  Ks, 8 5 x 2 . 3 ' i t s » 1 9 6

Sugar (ss. 5 5  x 28 k j ; s ,  98O

C u l t u r e  8s .  6 0 0 x 0 2 5 9  1 5

C u l t u r e  m i l k  P=, 5 / 2 5 x 4 . 9  l i t r e  26

C u i l t a r e  and t h r o n r e  210

Cups  and l i d s  R s .  1 . 1 0  €  2 5 2 5  (.ups 2 ,778

Wati'es -  (Mqudc-ys 4 )  IcO

E l e c t r i c i t y  and f u e l  3OG

Prodtiction per ua^';-

Total
D e d u c t  600
fatsi Value (3»2,kO ------
c o s t  01  y O ;. ;h a r t  5 , 8 ^ 0

C o s t  o f  y o u g h a r t  pc-r cup  xs,. 2 * 3 1

S e l l i n g  p r i c e  ( w h o l e  s a l e  -  •̂•$0

detail - .u V,30
Gee :

v a l u e  o f  erea®  - 600
p a c k i n g  -  53
WftSes 100
a l e C t r l c i t y  and f u e l  -  40

793



p gc.cin„ or dgy :

'I i i t r o  

s  l i  t r v :

Crie 9C fccttle

i'jrrij.- v.'.os 3 e l  1 1  ii3 Total 3 a j .e s

price each ....
1 bottie «r 2/50
 ̂ bottle SLs. 1/:;?0 9S

fe. U.pO ^

l̂tC
3 00

IZO

1160

CurdJ (per day) ( 750 litre 6g pots)

Cost of millt 50 litre ® s, ^ .7 0

Pete: 3̂. oo'5 1.^0
PacKiii;̂  ni&teri-ls I L, 0.50 
E l e c t r i c i t y  a n d  f u e l  

images - t-,/0 fiian da;/

2̂+0
37

19

20 
dO

w

C o s t  o f  Curd 
selli:,.;,' Price

Rs* 7 .1 9 each 
'Aholesale "s* 1  ̂
Secail l6

roduction
1st years 
2ed yr, 
3rd yr. 
4th yr. 
5 th yr.

30C
540

5̂ vO
3^0



PRODUCTION FLOI CHART

Raw Milk

Testing
I

Separation and standiaation

Yoiighart and 
Gee

- 250 litres

Ypghurt
1

Mixing
r

Pasterizing
I

InnoculatiOQ 

Incubating 

cold storage

cream

Boil’ing

Straining

Packing

curd 

(50 littes -

Pasterizonia 

Innocul^tion 

Inc abating 

Coldstorage

I
Milco Company

(Marketing 
raw milk

900 litres

contd,•10
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M a c h i n e  and E q u i p m e n t ;

(A)
Milk can 15 S Rs, 2,500 37t500
Dump tank 17,000
Laboratiry equipment 53,000
Separator 500 litres/hour l80,000
Chilling tank 5,000
3 S lati 15,000
Boiling vessels o2 harv/are 20,000
Inner aluminium vessls 02 10,000
Heating elenment incubators 1,000
Bottle cooler 02 , 40,000
Re/frigetator* 10,000
Boiling vessels - 2 1,300
'̂'sighting scale " 10,000
Sundries 100,000

FIRST STAGS OF THZ PKCJLCT;

1,

'+81,700
(B)

Furniture
Stainless s tables - X .s. 15,000 ^5,000
Chairs - 8 ^ Rs. 13O 1,200

(C)
Sales;
Truck 500,000
Packing instruments 20,000

Electricity supply 20,000
iifater supply 12,000
Chilling tank 1000 litres +̂00,000

1,^79,000
Building 1115 square feet § Rs.JOO 53^,500

l»8l4,4oo
?sgr back period :

3 yea-rs and k months:
2. Benefits cost retail 1.21
3. Net precent value: «

at 18% interest rate («.26l,108)
kt Internal rate o.f return 2 2 .9% (approx.) contd,»11
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ANN SXT U r( iJ!

THE BASIC OF SETTING OF
MILK PR(DDUC-1R3 (€OLT .CCilCnCENTRE) oOCIETY

1. Land aad builciing

2. Good road access •quipment

Basic training f o r  t h e  porsons handling the centres.

5 *  Basic training for t h e  producers.
6, Establishment of t h e  primary producers co-operative 

societies.
7. Milk and animal survey.

Basic eq̂ iipment for setting up a dairy processing centre i

1* Land and building

2. Good road access
3. Good quality water 

WfiLste water disposability

5« E l e c t r i c a l  p o w e r  s u p p l y

5 .  Adequate supply o f  raw  milk ' and raw materials.
7, Transport for colleotion and sales equipment.
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MILK COLLSGTION IN THE CCHMAND ARJ3A OF BANDAiUtfiJLA
MILK PRODUCERS CO-OPEH.m V E  SOCIETIES:

Milk collection in thousand litres:

Month 1987 1988 1989 1990 1991

January 33 63 56
Februsiry 50 53 50
Meirch 32 52 53
April 30 50 ke

May 37 62 65
June ko 68 56
July 39 67

9
5^

August 36 68 5^
September 35 53 60
October 35 62 62
November 57 34 58
December 60 51 59

Total if66 683 673 = 700
Average 58.8 56,9 56.1
Minimum 30 3^ ke

Maximurn 60 68 65

1993

contd,. • 16
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Bandarawela is situated in Central Hill of Sri Lanka.

Average temperature is 20.1* celciaa. and average rainfall is 

2259 milimeter per year. Number of rainy days is

There is no enough statistics readily available about the 

society. The area of operation of the society approximately 

l6 square miles. The population of milk cows in 2,000, 

Approximately 5051s of the milk produced in this area collect 
by the copperative and whole sal quantity materials to the 

Milco Company, The average price jj.ven to the members in 
last year i?s. ^.10, The farmers could produce 30^

of the protential production.

Sandarav/ela Hilk Producers Co-operative Society Ltd,,

contd,.17
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COST OF RAff MILK PilH C P e r  c a t t l e  : P e r  month

Income from milk Rs* 1,8oO
litre ̂

Cowdoae - . 250

2,050

Less Poonac - 1 packet 200
PicutiQ 5 grm. 6o

calciam 15
Veternary s 50
Fadder-ajrass ^00 725
Net Income per̂  month 1J.25

Net income in selling
Raw milk per litre 2.9*+

In average cow in this area given 1,000 litres of milk, 
but there is a potential to increase the quality up to 
3»500 litres. If the necessary backward intergration 
exist.

cont . . 1 9
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FIRST STAGE OF THE PROJECT

BREAK-EVEN ANALYSIS;
Yoghurt,Gee and Curd,

Selling price of a day 
Yoiighart 
Gee 
Curd

Variable cost of sales;

Youghart

Gee
Cjî d

Contribution per day

Rs. 8 ,8 38  

1, 160 
_____8̂

793

hkS

10,866

Rs.
7,079

3,787

Fixed cost

Administration cost pet day 
Depreciation " "

( 1,8l4 - 1,200)x thousand
54o X  5

BREAK EVEN POINT
Yoghurt 2,797 x 2,52^

3,787
Safety of margin of the project is 
26% o f  the capacity utilized*

Rs. 21,^35  

362

2797

1,877

contd,, 20
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Activity Activity -proceeding/successing Dura ES EF LS LT SLACK
number ^^90 LS-6smonths

A Authorrty of the Project
proposal of B,G 2 0 1 0  1 0

B Acquisition of land -a/D 3 1 ^ 1 ^  0
G Loaha/fimds raising -A/D 3 1 3; 2

D Building construction -GB/EH 2 ^ 6 k 6 0

E Inetalation of Machines D/F k 6 10 5 10 0

F Electrification - E/K 1 10 11 10 11 0

Q iatersupply - D/K 1 6 7 10 11 h

H Recruitment of employees-C/l 2 6 8 6 8 0

I Training employees - C/K >■ 5 8 1 I 8 II 0
J Purchasing intencils -C/K 1 7 8 10 11 3
K Equipment producers- I/L 1 11 12 11 12 0
L Business production - K/ 1

CRITICAL FAIA - ' A B D S F H I K
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Sicom  STAGE or THS PiJOJECT

The second stage of the project will commence in the forth 
year.

In the second stage 9«000 litres of plain milk and 180,000 
bottles of l30 mili litres of flavc I milk can be produce 
per month.

Before start the second stage the milk procucers co-op. union 
should be formed.

The additional capital expenditure £or the accord stage as 
follov/s:

Chilling tank - 16OO litres capacity 1,800,000

Instaiation charges 10,000

Mann instruments
furniture:
Two ebainless tables 30,000
5 chairs © Ss. 200 1,000

Overhead water tank - 2000 litres capacity 16,000
200,000

5 sales centres - Rs. 25,000 125,000
Packing materials 20,000
Packeting machine 6,500,000
Sundries 100,000
T o t a l  c a p i t a l  i n v e s t m e n t s  ,5s. 8 , 8 0 7 , 0 0 0

Before orderins the machine and , the Co-op, Union
should carefully notify the technical viaftility of the machines. 
The information of the machine and equipment are not enough 
supply us when prepare the project report.

contd*.22



P l a i n  m i l k

9,000 litre of ailkt f<- litre bottle can produce per month,
production and selling price of 
litre bottkes 'plain milk,

piroct exponeea;
Cost of milk Re. 5/25 9»000 litreo

Bottles and crown coke ® .75
Electricity
Wages (500 mandays)
Administration expenses 
calculated pro-rata basis

lotal cost 
Selling price - ,%s. 8/- each l3,000

surplus

‘♦7,250
15,500 
k,000 

52,100

2 0 ,0 0 0

116,850
144,000

27,150

Flavoured Kilk l80,000 bottles per month
180 mili litre bottles

Direct Expenses;
Cost of milk Ss, 4/80 x 3l4l8 litres
Sugar Ss. 40 x3, l40 kgs.
Cocoa poader l60x.525 kgs.
Bottle lable and card
Electricity
Wages (520 mandays)
Direct expenses 
Infierect expenses
Total expenses
Selling price Rs. 3/- each 1o0,000

bo'ctles
Net surplus 

plain milk Flavoured milkPer tLonth:

li-cpenees
Income

116,850 
14̂ <,0G0

455,726
900,000

150,806
125,600
40,520
60.000 
5,000
24.000

405,726
50.000

^55,726

900,000
444,279

Total
572,576

1,044,000

contd, . 2 3
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WCaKING CAPIT,’\L R£;jUIR^M£NTS

First stage of the project

Raw milk collection
for.5 days 22,125

- ! , ' i  ilS

Cost of products
7 days ^9,550

Cost of Raw materials
skim milk - days 2,700
eugar - 7 days 6,900

Culture and flavour days 2,900

Cups elids - one month 69,500

153,675

Second stage of the project

Additional working capital requirement; 
cost of products - 10 days 5,720,000
stock of raw materials

Bottle,crown and cokes
one month 1*537,500

sugar - 7 days requirements 875,000

Cocoa power - 10 days requirement ^00,000 
Obetors - one week of produce ^17,000

9,2 9̂,500



Net Present value; Rs. 4,^67,000
2h%

Qp«t BetHifitB e ?.60

Internal rate of return; = 20% ■* 1  ̂ 192
6̂8

= 2 0 , k%

Pay Back PeMod ; Three years and 08 njonths
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Comments/suggestions made on the Project prepared 

Mr Sam Deerasinghe, Sri Lanka

(other than those included in group presentations)

4th ICA Japan Training Course, IDACA, Tokyo.

1. Staff strength included in the project for implementation 
is too low. Require more staff if quality of processing 
and marketing is to be maintained.

2. Commodity movement from procurement stage to marketin' 
is missing.

3. Government licensing for food processing and sale ma; 
be be needed.
4. Organisation chart for first and second phases shoulc 

be shown separately.
5. First phase operation of 300 Its per day is too low.

6. Backward integration needs strengthening.

7. Given the situation in Sri Lanka project seems viable. 
Regrouping and redrafting of project may be attempted.

8. Yogurt is a special product - technical ability,
consistency and quality of flavour and product 

should be taken care of.

9. For preservation of milk before processing, no
plans for refrigeration etc. provided for in the project.

10. Inflation angle has been taken care of. The report shoul(
be written in a more systematic manner.

11. Profitability of different components should be worke(
out. Transfer pricing has been attempted by author.
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CHAPTER 1 

SUMMARY

1 . THE PROJECT FOCUS ON PROMOTED MEMBER TO CULTIVATE MULBERRY 
AND REARING SILKWORM IN THE FIRST THREE YEAR, IN THE FORTH YEAR THE 
COOPERATIVE. CAN ESTABLISH SILK REELING FACTORY„ THE PROJECT WILL BE 
OPERATED BY THE CHAKARAJ COOPERATIVE LIMITED,

THE CHAKARAJ COOPERATIVE LIMITED IS LOCATED IN CHAKARAJ 
DISTRICT, NAKORNRAJSIMA PROVINCE IN NORTHEAST, ABOUT 275 KM. FROM BANGKOK,

THE CHAKARAJ COOPERATIVE IS COVERED 11 TAMBOL (SUB DISTRICT)
OF CHAKARAJ DISTRICT WITH AGRICULTURAL AREA 280, 326 RAIS (2.6 RAIS ■
EQUAL TO 1 ACRE) WHICH IS IRRIGATED BY CANAL FROM 2 RIVERS,

THE CHAKARAJ COOPERATIVE HAS 1,600 MEMBERS, THEIR OCCUPATION 
•ARE CULTIVATED PADDY CASAVA AND ANIMAL RAISING, WHICH GIVE VERY LOW 
INCOME, SO THE COOPERATIVE TRY TO PROMOTE THE NEW OCCUPATION THAT IS 
SERICULTURE WHICH GIVE HIGHER INCOME IN A SHORT PERIOD, ACCORDING TO 
THE PEOPLE IN THE NORTHEAST KNEW ABOUT SERICULTURE FOR A LONG TIME AND 
THE CLIMATE IS VERY SUITABLE FOR SERICULTURE.

2. THE OBJECTIVE OF THE PROJECT ARE INCREASE INCOME OF. THE 
MEMBER BY PROMOTED THEM TO CULTIVATE MULBERRY AND REARING SILKWORM, THIS 
IS RELATED TO THE GOVERNMENT POLICY TO PROMOTE SERICULTURE AND RAW SILK 
PRODUCTION FOR DECREASE IMPORTED FROM ABROARD'-.':

3, THE PROJECT COMPONENT CONSIST OF :
3,1 SERICULTURE PROMOTION

THE CHAKARAJ COOP, WOULD LAUNCH THE PROJECT AT 5 SUB 
DISTRICT CONSIST OF 11 GROUPS OF MEMBERS, BY SELECTING 3&0 MEMBERS TO 
JOIN THE PROJECT. THE COOPERATIVE WOULD PROVIDED LOAN FROM THE COOPERATIVE 
PROMOTION DEPARTMENT AT INTEREST RATE OF 6 %  AND DISBURSE TO THE MEMBER AT 
INTEREST RATE OF 8% THE AMOUNT OF LOAN IS 45.99 MILLION BAHTS FOR INVESTMENT 
COST AND 3.57, 7,91 AND 12„05'FROM THE FIRST TO THE THIRD YEAR CONSEQUENTLY 
FOR OPERATING COST,

THE PROJECT MEMBER HAS TO CULTIVATE MULBERRY 12 RAIS 
AND REARING SILKWORM 2 CROPS IN THE FIRST YEAR, 4 CROPS IN THE SECOND YEAR 
AND 6 CROPS IN THE THIRD YEAR FOREWARD, THE MEMBER WOULD SELL THEIR COCOON 
TO THE COOP, AT THE PRICE OF 90 0/KG„ THEN IN THE FIRST YEAR THfe MEMBER 
CAN GET INCOME 28,080 0i THE SECOND YEAR 60,480 0 AND 97,200 0 IN THE 
THIRD YEAR,
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INVESTMENT ANALYSIS FOR FARMER MEMBER 
IRR 27.85%
NPV AT 12% 116,474
NPV AT 15% 82,779
BENEFIT ; COST RATIO AT 12%
PV OF BENEFITS 458,214„4 
PV OF COSTS 327,763o7 
DENEFIT COST RATIO 1.4 
PAY BACK PERIOD 4 YRS,

3.2 RAW SILK PRODUCTION
AFTER RUN THE SERICULTURE PROMOTION FOR 3 YEARS THE 

MEMBERS COULD PRODUCE SUFFICIENT COCOON WHICH THE COOP, COULD ESTABLISH 
SILK REELING,FACTORY„ THIS BUSINESS NEEDS FUND FOR OPERATING COST 33„15 
MILLION BAHTS AND INVESTMENT COST 12.97 MILLION BAHTS„ THE AMOUNT OF 
THIS LOAN THE COOPERATIVE WOULD PROVIDED FROM THE BANK OF AGRICULTURAL 
AND AGRICULTURAL COOPERATIVE. AT THE INTEREST RATE OF 9.5%

THE PROJECT MEMBERS CAN PRODUCE COCOON 324,000 KGS. IN 
A YEAR, AND THEY CAN SELL 90 0/KGo THE MACHINE CAN PROCESS 600 KG„ OF
COCOON/SHIFT IT WOULD WORK 2 SHIFTS/DAY. EACH SHIFT IS OF 8 HOURS, IN ONE
YEAR IT HAS 270 WORKING DAYS„ THE MACHINE CAN PRODUCE 43,200 KGS, OF RAW 
SILK WHICH IT COULD SELL 1100 0/KGo, SO VALUE OF RAW SILK IS 47„52 MILLION 
BAHTS„

INVESTMENT ANALYSIS FOR SIDIf REELING FACTORY 
IRR > 5 0 %
NPV AT 10% 72,730,858
BENEFIT COST RATIO 1.46
BREAK EVEN REVENUE 7 j498,612 
BREAK EVEN POINT ' 6,816„92
PAY BACK PERIOD 1»9 YEAR
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CHAPTER 2 

BACKGROUND

1 . OVERALL SITUATION

THE SERICULTURE IN THAILAND ESPECIALLY IN THE NORTHEAST,
THOUGH IT HAS A LONG HISTORY, IS LOW IN THE TECHNICAL LEVEL, PRODUCING 
RAW SILK IN A SMALL QUANTITY, IT APPEARS THAT THAI SERICULTURE AS AN 
INDUSTRY, HAS BEEN DORMANT FOR A LONG TIME„ IT IS BECAUSE FARMER ARE 
PRODUCING COCOON NOT FOR EARNING CASH, BUT FOR SUPPLYING THEIR OWN USE 
WHICH IS NATURALLY SMALL IN QUANTITYo AS AVERAGE FARMER YIELDS ONLY A 
FEW KG OF COCOON IN A SEASON „ APPENDIC 1

THE AGRICULTURAL PROMOTION DEPARTMENT TRY TO PROMOTE MULBERRY 
CULTIVATING, REARING SILKWORM, DELELOP RAWSILK QUALITY AND INTEGRATED 
THE FARMER FOR OPERATING MARKETING SYSTEM. UNTIL THERE IS THE FARMER 
CULTIVATE MULBERRY AND REARING SILKWORM 400,000 HOUSEHOLDS. CULTIVATE 
MULBERRY 300,000 RAIS IN 46 PROVINCE IN THAILAND ESPECIALLY 17 PROVINCE 
IN NORTHEAST. WHICH CAN GET RAWSILK 987,057 KG. OF VALUE NOT LESS THAN 
500 MILLION BAHTS. (1988). APPENDIC 2

AT PRESENT THE NEEDS OF RAW SILK IN THE COUNTRY IS INCREASINGLY 
DUE TO THE EXPANSION OF EXPORT SILK CLOTH AND SILK PRODUCT AND ALSO DUE TO 
INCREASE IN INTERNAL CONSUMPTION„ DUE TO MORE EXPORT SILK COMMODITIES,
BUT THE QUANTITY OF RAW SILK PRODUCE IN THE COUNTRY IS NOT SUFFICIENT 
SO WE HAVE TO IMPORT RAW SILK FROM ABROAD „ APPENDIC 3

AS CLEARY SHOWN BY THAI SERICULTURE, IT IS NECESSARY TO MAKE 
COCOON A CASH CROP, IF SERICULTURE IS TO BE PROMOTED, FOR THE PURPOSE 
THERE MUST BE A NEW STRUCTURE THROUGH WHICH COCOON IS SOLD AND BOUGHT.,
IN OTHER WORDS, FARMERS MUST BE ENSURED THAT THEY CAN ALWAYS SELL COCOON. 
WHICH MEANS THAT SILK REELING FACTORY MUST EXIST IN THE COUNTRY. APPENDIC 4

2. THE AREA OF THE PROJECT

THE CLIMATE IN THE NORTH EAST IS VERY SUITABLE FOR CULTIVATING 
MULBERRY AND REARING SILKWORM, IN NAKORNRAJSIMA PROVINCE THE LAND IS 
COMPOSED WITH FERTILE SOIL WITH SANDY TEXTURE, IT RAINS FOR 6 MONTHS 
FROM MAY TO OCTOBER EVERY YEAR WITH AN AVERAGE RAINFALL OF 1,137,4 MM/
YEAR, MAXIMIZE IN SEPTEMBER AVERAGE 310.0 MM, AND MINIMIZE IN DECEMBER, 
TEMPERATURE AVERAGE 26.4‘C. APPENDIC 5



THE AREA OF THE PROJECT IS AT CHAKARAJ COOPERATIVE LIMITED  

WHICH IS IN THE DISTRICT OF NOKORNRAJSIMA PROVINCE IN THE NORTHEAST 
OF THAILAND. (275 KM. FAR FROM BANGKOK)

THE PROJECT AREA SPREAD ALL OVER FIVE TAMBOL NAMELY KLONG 
MUANG, SRI LAKOR, SRISUG, THACHANG AND NONG YANG„ IN THIS AREA HAS 
MORE THAN 5,000 RAIS THAT CAN CULTIVATING MULBERRY^IT HAS 13 GROUPS 
OF MEMBER WHICH IS CULTIVATE CASAVA, JUTE, PADDY AND GROUNDNUT„ SOME 
OF THEM STARTING CULTIVATE MULBERRY FOR SALE ONLY. APPENDIC 6

GENERAL DATA OF THE AREA
- CHAKARAJ DISTRICT COVER 11 TAMBOL (MEANS 11 SMALL DISTRICT)
- POPULATION 89,092 (WHICH IS COME TO COOP„ MEMBER 1,600)
- AGRICULTURAL AREA 280,326 RAIS (2.6 RAIS = 1 ACRE)
- OCCUPATION - CULTIVATE PADDY, CASAVA, JUTE AND GROUNDNUT„

- ANIMAL RAISING - PIG, COW, BUFFALO AND POULTRY
- TRANSPORTATION TRAIN AND ROAD
-  IR R IG A TIO N - 2 RIVERS NAMELY MOOL AND LUM CHAKARAJ THAT CAN

IRRIGATED BY CANAL„
- SOCIAL HABIT - PEOPLE SPEND THEIR LIFE PEACEFUL THAT CAN BE

ATTEND GROUP ACTIVITY AND CAN FOLLOW THE 
LEADER MANAGEMENT.

3„ PROBLEM FACED BY THE FARMER

1„ DUE TO FLUCTUATING OF CASAVA PRICES AND NOT SO SUCCESSFUL 
IN OTHER CROPS THE MEMBER SUFFER AND THEY CANNOT REPAY LOAN TO THE
COOP.

2. THE LIMITED MONEY OF THE FARMERS„ THEY WILL SELL THEIR 
PRODUCT AS SOON AS POSIBLE AFTER FINISHED HARVEST TIME BECAUSE THEY NEEDS 
MONEY, TO PLANT HIS PLANTATION IN NEXT PLANTING SEASON., THAT MAKES THEY 
GET UNREASONABLE PRICES.

3. t h e r e  is NO CIRCLE AMONG ACTIVITIES OF CREDIT, INPUT SUPPLY 
PROCESSING AND MARKETING OF ALL THEIR PRODUCTION.

4„ THERE'S NO SPECIALIST IN EACH CROP TO CONSULT THEIR PROBLEMS 
DURING THE PLANTATION..

5. THE RELATIONSHIP BETWEEN THE FARMERS AND THE COOPERATIVE 
ARE STILL NOT GOOD AND THE FARMERS DOESN’T TRUST THE COOPERATIVE IN ITS 
HANDLING THE FARMERS PRODUCT ARE STILL NOT SHOWING A REALITY INCREASING 
BNCOME, SO THEIR PARTICIPATION ARE STILL LOW„

6. THE MEMBER SELL THEIR PRODUCT THROUGH THE MLDDLEMEN THAT 
REDUCE THEIR PRICE UNREASONABLE.
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1. ACCORDING TO THE NAKORNRAJSIMA GOVERNER HAS POLICY THAT 
SERICULTURE SHOULD BE INTRODUCED, DEVELOPED AND PROMOTED TO THE FARMER„ 
THE CHAKARAJ COOPERATIVE AGREED TO ;THIS BY INCREASING IN COME OF THE 
MEMBER TO REAR SILKWORM INSTEAD OF CULTIVATE OTHER CROP WHICH GIVES LOW 
INCOME. APPENDIC 7

2„ THE PROBLEM FACED BY THE MEMBER THE COOPERATIVE TRY TO 
SOLVE THE PROBLEM AND FOUND THAT THIS OCCUPATION GIVfiS HIGH INCOME AND 
REGULAR EARNING IN SHORT PERIODo BECAUSE OF IN SERICULTURE. THE MORE 
COCOONA FARMER PRODUCES THE HIGHER INCOME THEY GETo

3o THE ACTIVITY TO INCREASE INCOME OF MEMBER FARMERS SHOULD 
BE THROUGH INTEGRATED COOPERATIVE SYSTEM BY

- GUIDANCE AND COUSELING TO THE MEMBERS IN DOING THEIR 
FARMING„

- THE PREPARATION OF CREDIT TO THE MEMBERS FARMERS AS MUCH 
AS THEY NEED AND MAKE IT IN TIME.

- BY PREPARING INPUT SUPPLY WITH LOWER PRICE.
4„ RELATED TO THE PROBLEM ABOUT INCOME, THEISERICULTURE CAN 

SOLVE THAT BECAUSE OF INCOME OF SERICULTURE IS VERY HIGH IN SHORT 
PERIOD„

5„ ON PROCESSING UNIT CAN ENSURED TO MEMBER THAT THEY HAS 
MARKET TO SELL THEIR PRODUCT„

4„ NEED AND JUSTIFICATION FOR THE PROJECT»
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CHAPTER 3

PROJECT

1„ THE OWNER OF THE PROJECT

TPiE CHAKARAJ COOPERATIVE LIMITED

2„ PROJECT SITE

CHAKARAJ DISTRICT NAKORNRAJSIMA PROVINCE

3o PROJECT PERIOD

FROM YEAR 1991 - 2000 FOR SERICULTURE PROMOTION 

FROM YEAR 1994- 2004 FOR PROCESSING FACTORY

4. OBJECTIVE OF PROJECT

A„ TO INCREASE MEMBERS INCOME BY PROMOTING THE SERICULTURE 
OCCUPATION TO COOP„ MEMBERS INSTEAD OF GROWING ANOTHER CROP WHICH GIVES 
LOW INCOME„

Bo TO IMPLEMENT THE PROVINCIAL POLICY OF SERICULTURE PROMOTION 
AND RAW SLLK PRODUCTION INDUSTRY IN THE COUNTRY.

5. AREA OF OPERATION

THE PROJECT WILL BE CONDUCTED IN AREA OF CHAKARAJ COOPERATIVE 
WITH 300 HOUSEHOLDS OF MEMBERS IN AREA OF CULTIVATING MULBERRY 3600 RAIS 
THAT'S MEAN 12'RAIS EACH„

6„ PROJECT COMPONENTS

THE OPERATION WOULD BE DEVIDED INTO 2 STEPSo

A„ SSRICULTURE PROMOTION
TO PROMOTE COOP„ MEMBER TO DO SERICULTURE IN SUBSTITUTION 

OF ORIGINAL OCCUPATION BY CULTIVATE MULBERRY FOR REARING SILKWORM TO 
PRODUCE COCOONo

THE COOPo WILL SUBMIT THE PROJECT-TO COOPERATIVE PROMOTION 
DEPARTMENT (CPD) FOR LONG TERM LOAN OF 45.99 MILLION, BAHTS AND SHORT 
TERM LOAN OF 3.57, 7„91, 12.05 IN THREE YEARS CONSEQUENTLY THEN^GIVE 
LOAN TO THE PARTICIPATING MEMBERS FOR CAPITAL INVESTMENT AND OPERATING 
COST.



_ 7 -

THE COOPo WILL PROVIDE LOAN IN FORM OF CREDIT IN CASH AND IN 
KIND FOR PREVENTING THEM FROM USING LOAN FOR OTHER PURPOSES»

IN FIRST 3 YEAR, THE COOPERATIKE WILL PROCURE ALL COCOON 
PRODUCED BY MEMBERS AT PRICE OF 90 PAHTS PER KILOGRAM AND SELL IT TO 
THE SILK REELING FACTORY AT A PRICE OF 95 BAHTS PER KILOGRAM„ THE 
PROFIT MARGIN IS NEEDED FOR OPERATING COST AND TO BUILD RESERVE FUND„

Bo RAW SILK PRODUCTION
IN THE FOURTH YEAR THE COOP„ CAN ESTABLISH SILK REELING 

FACTORY, THE INVESTMENT IS 19„83 MILLION BAHTS WHICH WOULD BE FINANCED 
AS 3„85 MILLION BAHTS OF' RESERVED FUND (RETAINED PROFITS) DURING LAST 
3 YEARS, 3„31 MILLION BAHTS OF SHARE VALUES AND 12.65 MILLION BAHTS 
LOAN FROM BANK OF AGRICULTURAL AND AGRICULTURAL COOPERATIVE (BAAC)o

COOPERATIVE PROCURE ALL COCOON PRODUCED BY MEMBERS AT AN 
AVERAGE PRICE OF 90 BAHT/KG. TO PRODUCE RAW SILK BY PROCESSING OF COCOON 
AND SELL IT TO TEXTILE FACTORIES AT AN AVERAGE PRICE OF 1100 BAHT/GK, 
WHICH IS NOT LOWER THAN GOVERNMENT FIXED PRICE. APPENDIC 8
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CHAPTER 4

DETAILS OF OPERATION

AS MENTIONED IN CHAPTER 3- THAT THE PROJECT CHARACTER HAS 2
STEPSc

STEP 1 SERICULTURE PROMOTION
1o THE PROJECT MANAGER HAS TO STUDY FEASIBILITY IN DETAILS 

OF THIS PROJECT AND SUBMIT TO THE BOARD OF DIRECTOR TO APPROVE AS THE 
COOPERATIVE PLAN„

2o HELD THE MEMBER'S GROUP MEETING TO INFORM ABOUT THE DETAIL 
OF PROJECT OPERATION, RESTRICTION AND BENEFIT THAT THEY CAN GET FROM 
THE PROJECTo THAT IS THE DATA CAN HELP THEM MAKE DECISION THE MANAGER 
WILL ALSO TO SEE THEIR AREA OF CULTIVATING MULBERRY., THEN SELECT 300 
MEMBERS„ (CHAKARAJ COOPo HAS 1,600 MEMBERS)

3„ SUBMIT THE PROJECT TO COOPERATIVE PROMOTION DEPARTMENT 
(CPD) FOR LOAN AND REFUND TO PROJECT MEMBERS FOR INVESTMENT COST AND 
OTHER EXPENSES„ /

4. ARRANGE FUNDS TO FINANCE THE PROJECT„.
4.1 LONG TERM LOAN

COOPERATIVE WILL BORROW LONG-TERM LOANS FROM CPD.
WITH THE AMOUNT OF 45„99 MILLION BAHTS AT 6 % PER ANNUM OF INTEREST 
RATE AND DISBURSE IT TO PROJECT MEMBERS AT 8 % PER ANNUM FOR INVESTMENT 
COST,

INVESTMENT ON CULTIVATING MULBERRY 12 RAIS 18,700 BAHTS 
SERICULTURE TRAINING 7,700 BAHTS
SILKWORM REARING HOUSE AND EQUIPMENT 119,600 BAHTS

TOTAL INVESTMENT 1 PROJECT MEMBER 146,000 BAHTS
300 PROJECT MEMBER 43,800,000 BAHTS 

SHARE HOLDING WITH COOPERATIVE 2,190,000 BAHTS
TOTAL LONG TERM LOAN 45,990,000 BAHTS

ACCORDING TO COOPERATIVE'S REGULATION, EVERY 1,000 BAHT

OF LOAN PROVIDE TO MEMBER HAVE TO HOLD SHARE 50 BAHT. APPENDIC 9

4„2 SHORT TERM LOAN FROM CPP AT THE SAME RATE OF INTEREST 
AND PROVIDE TO PROJECT MEMBER FOR OPERATING COST.



FIRST YEAR NEEDS 3„57 MILLION BAHTS TO GIVE TO EACH 
MEMBER 11 ,360 BAHTS o

SECOND YEAR NEEDS 7.91 MILLION BAHTS AND GIVE TO EACH 
MEMBER 25,120 BAHTS»

FROM THE THIRD YEAR COOPERATIVE NEEDS 12.05 MILLION 
BAHTS FOR EACH MEMBER 38,280 BAHTS» APBENDIC 10

FOR THE SHORT TERM LOAN THE COOPERATIVE HAS TO RECIEVE 
REPAYMENT FROM THE PROJECT MEMBERS TO REPAY TO CPD„ IN'1 YEAR.

5„ AFTER MAKING THE COMITMENT WITH THE COOP. THE MEMBER HAS TO 
ATTEND THE TRAINING COURSE OF REARING SILKWORM FOR ABOUT 35 DAYS, IF 
NOT QUALIFIED TO REAR THEY HAS TO ATTEND REVISED COURSE FOR 10 DAYSo

6o THE PROJECT MEMBER HAS TO CONSTRUCT STANDARD REARING HOUSE
2MEASURING 8 x 1 6  M AS PER PROJECT PLAN. APPENDIC 11

7„ TO REAR SILKWORM AS PER THE ACTION PLAN EACH CROP TAKES
26 DAYS.

8. COCOON PRODUCTION
ALL THE PROJECT MEMBERS HAVE TO FOLLOW THE PRODUCTION PLAN 

WHICH IS SET UP BY THE COOPERATIVE„ THAT IS THEY HAVE TO REAR HYBRID 
SILK EGGSo THE PROJECT MEMBERS HAVE TO CULTIVATE MULBERRY IN AREA OF 
12 RAIS EACH WHICH CAN REAR AT LEAST 6 BOXES SILKWORM EGGS„ (1 BOX 
INCLUDE 20,000 SILKWORM EGGS, GENEI^LLY 1„2- 1.5 RAIS OF MULBERRY CAN 
REAR 1 BOX)o IN ONE YEAR MEMBER CAN REAR AT LEAST 6 CROPS AS ONE CROP
TAKES ONLY 26 DAYSo THE COOPERATIVE HAS TO SET UP THE ACTION PLAN FOR
ALL MEMBERS TO REAR IN THE SAME TIME„ IN THE FIRST YEAR OF PROJECT, 
MEMBERS WILL REAR ONLY 2 CROPS BECAUSE OF MULBERRY WILL FULLY GROW 
DURING OCTOBER AND NOVEMBER WHICH ARE LAST 2 MONTHS TO REAR SILK WORM„
(BEFORE REARING IT TAKES 6 - 7  MONTHS FOR GROWING OF MULBERRY >,) IN THE 
SECOND AND THIRD YEAR ONWARD THE CROPS WILL INCREASE UP TO 6 CROPS» 
APPENDIC 12

THE COOP„ HAS THE SPECIALIST ON MULBEERY AND SILKWORM TO 
ADVICE TO THE MEMBER„

9o PROJECT FUND
AFTER SELLING COCOON TO COOP., THE PROJECT MEMBER WILL

CONTRIBUTE 0„50 0/KGo OF COCOON SELLING TO THE PROJECT FUND,
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1„ FOR EXPENSES ON PROJECT OPERATION TO ACHIEVE THEIR AIMS,
2o FOR EXPENSES TO ASSIST THE PROJECT MEMBER WHO FACED NATURAL 

DAMAGEDo
3. FOR EXPENSES ON USEFUL ACTIVITIES TO ALL MEMBERS.

THE PROJECT FUND WILL BE MANAGED BY THE REPRESENTATIVE OF 
GROUP MEMBER AND THE PROJECT FUND WILL DEPOSIT IN THE COOPERATIVEo

THE OBJECTIVES OF PROJECT FUND ARE

YEAR PRdJEiCT MEMBER ■COCOON PRODUCED 
■/KGo/MBR„/YR„

PROJECT FUND • fpQfpAT
BAHT/MBR/YRo

PROJECT FUND 
BAHT/YRo

1 300 312 156 46,800
2 300 672 336 100,000

3- 10 300 1 ,080 540 162,000

lOo PROCUREMENT AND MARKETING
THE PROTECT MEMBERS HAVE TO SELL ALL OF THEIR COCOON THROUGH 

THE COOPo TO CHUL THAI. SILK COMPANY, THAI SILK PRODUCT AND BOONMA THAI 
SILKo THE COOPo WILL PROCURE FROM MEMBERS AN AVERAGE PRICE OF 90/KG„ AND 
SELL AN AVERAGE PRICE OF 95/KG. (THE COCOON PRICE FIXED BY GOVERNMENT IN 
DIFRERENT PRICES DEPEND ON THE PERCENTAGE OF COCOON SHELL AND PERCENTAGE 
OF ABNORMAL COCOON„) THE PROFIT OF 5B/KGo IS FOR THE EXPENSES AND 
RESERVED FUND IN ORDER TO ESTABLISH PROCESSING ]UNIT IN THE FOURTH YEAR.

YEAR MEMBERS COCOON PRODUCE 
KG„/MBRo/YRo

INCOME PER 
MEMBER

COOP'S PROFIT
PER MEMBER

TOTAL COOP■S 
>PROFIT

EXPENSES 
1 0/KG,

COOP'S NET PROFIT
1 300 31 2 28,000 1 ,560 468,000 93,609 374,400
2 300 672 60,480 3,360 1 ,008,000 201 ,600 806,400

3-10 300 1 jOBO 97,200 5,400 1 ,620,000 324,000 296,000

TOTAL ^47^00

11o REPAYMENT OF LOAN
11„1 SHORT TERM LOAN : THE PROJECT MEMBERS HAVE TO REPAY ALL 

THE AMOUNT OF SHORT TERM LOAN AND INTEREST WITHIN 1 YEAR„
11 „ 2 LONG TERM LOAN : THE PROJECT MEMBERS WILL GET 2 YRS o

OF GRACE. PERIOD TO PAY PRINCIPAL. THE TOTAL LOAN AMOUNT WITH INTEREST
WOULD BE PAID WITHIN 5 YEARS„

12o SELLING OF INPUT SUPPLY
PROJECT MEMBERS RECEIVE LOAN IN THE FORM OF PRODUCTION INPUT

SUPPLIES INORDER TO PREVENT THEM FROM USING LOAN FOR OTHER PURPOSES THE 
COOPERATIVE SOCIETY WILL BUY ALL THE SUPPLIES DIRECTLY FROM PRODUCERS AND
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NOT FROM THE MIDDLEMEN TO BUY CHEAP. IT WOULD SELL THESE SUPPLIES TO 
PROJECT MEMBERS AT A MARGIN OF 3%, THAT WILL BE KEPT AS RESERVED FUND 
FOR RAW SILK PROCESSING. APPENDIC 13

STEP 2 RAW SILK PRODUCTION*
IN THE THIRD YEAR OF PROJECT, MEMBERS WOULD PRODUCE COCOON 

WHICH WOULD BE SUFFICIENT TO ESTABLISH SILK REELING FACTORY. IN THIS 
PERIOD THE COOPERATIVE HAS OWN FUND FROM :

- SHARE HOLDING 3,311,400.- BAHTS
- PROFIT OF COCOON BUSINESS 2,476,800.- BAHTS
- PROFIT OF CREDIT AND INPUT SUPPLY 769,320.- BAHTS

TOTAL COOPERATIVE FUND 6 , 5 5 7 , 5 2 0 BAHTS
INVESTMENT COST 19,531,000.- BAHTS
COOPERATIVE OWN FUND 6,557,520„- BAHTS
LOAN REQUIREMENT 12,973,480.- BAHTS

1. LOAN REQUIREMENT
1.1 LONG TERM LOAN : COOPERATIVE REQUIRES 12.97 MILLION 

BAHTS FOR INVESTMENT COST THAT WILL BORROW FROM BANK OF AGRICULTURAL AND 
AGRICULTURAL COOPERATIVE (BAAC) WITH INTEREST 9.5% PER ANNUM WHICH IS 
LOWER THAN COMMERCIAL BANKS ,REPAYMENT PERIOD IS 6 YEARS.-

1.2 SHORT TERM LOAN : COOPERATIVE REQUIRES FOR OPERATING 
COST AMOUNT OF 33.15 MILLION BAHTS WHICH WOULD BE BORROWED AS SHORT-TERM 
LOAN. THIS LOAN WILL ALSO BORROW FROM BAACo -

2. PROCUREMENT : COOP. WILL PROCURE ALL COCOONS PRODUCED BY 
PROJECT MEMBERS WITH THE AVERAGE PRICE OF 90 0/KG=

3. RAW SILK PROCESSING : THE PROCESSING OF RAW SILK CONSIST OF
A. COCOON DRYING IN ORDER TO KILL PUPAE INSIDE COCOON TO

PREVENT THEM BECOME BUTTERFLIES AND ALSO TO ADJUST MOISTURE OF OUTER AND 
INNER COCOONo

B„ COCOON STORAGE : DRIED COCOONS WHICH ARE WAITING FOR 
PROCESSING SHOULD BE KEPT IN COCOON STORAGE WHICH CAN BE KEPT FOR 8 
MONTHS„

C„ COCOON COOKING : TO PULL OUT SILK FIBER FROM COCOONS 
EASILY BY BOILING TO MELT "SERICIN".

D„ REELING : TO PULL OUT SILK FIBER FROM COCOONS.
E„ RE-REELING : TO EXPAND SILK FIBER.
F. TWISTING YARN OF SILK : TO INCREASE THE ELASTICITY OF

SILK FIBER AND- MAKE IT ROUNDER^
Go TWISTING FIXING OR SETTING : TO PREVENT FIXED STRAND 

FROM LOOSENINGo
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H. RE-WINDING : REWIND SILK THREAD TO INCREASE THE SIZE.

TO PROCESS RAW SILK USES 7.5 KG. OF COCOON TO PRODUCE 1 KG.
OF RAW LILK„ RAW SILK CAN BE SOLD AT AN AVERAGE PRICE OF 1,100 B/KGo 
WHICH IS FIXED BY GOVERNMENT. IN 1 YEAR THE PROJECT MEMBERS CAN PRODUCE 
324,000 KGo OF COCOONSo THE MACHINE CAN PROCESS 600 KGo OF COCOONS/ 
SHIFT-THE MACHINE WORKS 2 SHIFTS A DAY,. EACH SHIFT IS OF 8- HRS„

SO PROCESSING MACHINE CAN PRODUCE 160 KG. OF RAW SILK DAY 
ASSUMING 270 WORKING DAYS IN A YEAR. IN ONE MONTH PROCESSING MACHINE CAN 
PRODUCE 3p600 KG. OF RAW SILK OF THE VALUE 3.96-MILLION BAHTS IN 1 YEAR 
THE PROCESSING MACHINE CAN PRODUCE 43,200 KG. OF RAW SILK WITH VALUE 
47.52 MILLION BAHTS.

4„ BY PRODUCT
THE WEIGHT OF PUPAE INSIDE COCOON IS 35% OF COCOON WEIGHT,

IN 1 YEAR OF COCOON PROCUREMENT 324,000 KGSo THE WEIGHT OF PUPAE IS
113,400 KGS. THESE PUPAE WE CAN SELL TO FISHERY FARM OR ANIMAL FEED 
PLANT WITH THE PRICE OF 8 BAHT/KG., THE VALUE OF PUPAE IS 907,200 
BAHTS/YR„ OR 75,600 BAHTS/MONTH»

5„ REVENUE
- MACHINE CAN PRODUCE 600 KG„ OF COCOON PER SHIFT
- IN 1 DAY CAN PRODUCE 2 SHIFTS
- IN 1 YEAR HAS 270 WORKING DAYS
- 7o5 KGo OF COCOON CAN PRODUCE 1 KG„ OF RAW SILK
- PRODUCTION OF RAWSILK

600 it 2 SHIFTS = 160 KG„ PER DAY
7.5 = 160 KG.X 270 DAYS„

= 43,200 KG.
-  VALUE OF SILK

43,200 X 1,100 = 47,520,000
REVENUE FROM RAW SILK = 47,520,000 BAHTS

- PUPAE INSIDE COCOON IS 35% OF COCOON WEIGHT
- 324,000 OF COCOON WEIGHT HAS PUPAE = 324,000x .35

= 113,400 \
- VALUE OF PUPAE 8 0 /KG. = 113,400x8

REVENUE FROM PUPAE = 907,200
TOTAL REVENUE = 47,520,000+ 907,200

= 48,427,200 BAHTS PER YEAR

APPENDIC 14



- 13 -

6. REPAYMENT OF LOAN
THE COOPERATIVE WILL REPAY THE LONG TERM LOAN AND ITS 

INTEREST (9.5%) IN 6 YEARS PERIOD„

7. DIVIDEND
NET PROFIT SHOULD BE DIVIDED FOR DIFFERENT PURPOSES AS:-
(A) BONUS TO THE PROJECT MANAGERS : 2% OF NET PROFIT.,
(B) BONUS TO BOARD OF DIRECTORS AND MANAGING STAFF -.2%

OF NET PROFIT„
(C) OTHER FUNDS : 10% OF NET PROFIT FOR

1„ EDUCATION AND TRAINING FOR MEMBERS, MANAGING STAFF 
AND BOARD OF DIRECTORS„

2. WELFARE OF MEMBERS AND THEIR FAMILIES.
(D) RESERVE FUND ; 50% OF NET PROFIT IS REQUIRED FOR

1o YOUNG SILKWORM PRODUCTION
2. PROVIDING LOAN FOR EXPANSION OF PROJECT MEMBERS TO

ALL COOPERATIVE,MEMBER,
3. EXPANSION OF PROCESSING UNIT, SINCE THE COCOON 

PRODUCT IS INCREASING.
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CHAPTER 5 

ORGANIZATION AND MANAGEMENT

THE ORGANIZATION CHART OF,'THE PROJECT CONSIST OF
1. BOARD OF DIRECTOR WHICH IS COMPRISE OF 9 COOPERATIVE 

MEMBERS WHO ARE ELECTED IN GENERAL MEETINGo THEY ARE INCHRRGE OF 
POLICY MAKING, ADMINISTRATIVE FOR THE BENEFIT OF MEMBERS AND MANAGE
ALL AFFAIRS IN APPROPRIATE WAYS ACCORDING TO THE LAW, BY LAWS REGULATIONS 
AND RESOLUTION OF THE GENERAL MEETING.

2,'. MANAGING STAFF WHICH IS COMPRISE OF
2.1 GENERAL MANAGER IS THE CHIEF OF STAFFS AND TAKES 

RESPONSIBLE FOR THE PROJECT MANAGEMENT, THE GENERAL MANAGER WILL BE 
ASSISTED BY VARIOUS OFFICERS THROUGH MANAGER OF 4 DIVISION WHICH ARE

(A) SERICULTURE DIVISION CONSIST OF MULBERRY AND 
SILKWORM SPECIALIST AND INPUT SUPPLY OFFICER THEY INCHARGE OF

- GIVING TECHNICAL SUGGESTION OF GROWING AND 
CULTIVATING MULBERRY AND REARING SILKWORM,

- LOOKING AFTER DEVELOPMENT PROGRAMME TO INCREASE 
YIELD AND QUALITY OF MULBERRY AND COCOON AND ALSO ASSIST'MEMBERS TO 
SOLVE THEIR SERICULTURE PROBLEMS„

- RESPONSIBLE FOR PURCHASING INDUT SUPPLY SUCH 
AS FERTILISER, PESTICIDE, COCOON FRAME, SILK EGGS AND PRODUCTION 
INPUT FOR MEMBER„

(B) PLANT DIVISION CONSIST OF
- ENGINEER SECTION : TO LOOK AFTER, KEEP MAINTENANCE 

AND REPAIR ALL MACHINES.
- PRODUCTION SECTION : TO PROCESS COCOON INTO RAW

SILK.

(C) FINANCE AND ACCOUNT DIVISION CONSIST OF MANAGER, 
CASHIER, ACCOUNTANTS, CLERKS AND TYPISTS THIS DIVISION WILL BE RESPONSIBLE 
FOR FINANCIAL ARRANGEMENT, BANKING, COST ACCOUNTING AND MAINTENANCE OF 
ALL DOCUMENTS AND ACCOUNTS„

(D) MARKETING^DIVISION : CONSIST OF COCOON PROCUREMENT 
SECTION AND RAW SILK SALE DIVISION WHICH ARE INCHARGE OF

- PROCURE COCOON FROM MEMBERS
- SELL RAW SILK TO TEXTILE FACTORY
- SELL PUPAE (BY PRODUCT) TO FISH RAISING FARM OR 

ANIMAL FEED FACTORY„ APPENDIC 15
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3o GOVERNMENT AGENCIES WHICH ARE PROMOTE AND SUPPORT THE 
MANAGEMENT OF COOPERATIVE AND PROJECT COMPRISE OF

3.1 CPD„ PROVINCIAL OFFICE AND CPD DISTRICT OFFICE AT 
CHAKARAJ DISTRICT NAKORNRAJSIMA PROVINCE IN CHARGE OF

(A) PROMOTION, SUGGESTION AND INSPECTION OF ADMINISTRATION 
AND MANAGEMENT ALL COOPERATIVE AFFAIRS IN APPROPRIATE AND ACCEPTABLE BY 
LAWS IN ORDER TO PROVIDE BENEFITS TO THE MEMBERS AND COOPERATIVE.

(B}: TO COOPERATE AND CONTACT WITH OTHER CONCERNED 
GOVERNMENT AGENCIES TO ENCOURAGE SOLVE COOPERATIVE’S PROBLEMS AND ASSIST 
THE COOPERATIVE TO FULFIL ITS OBJECTIVE„

(C) TO ENCOURAGE THE COOPERATIVE OF GETTING LOftN FROM 
CPD AND OTHER FINANCIAL INSTITUTES„

(D) TO INSPECT THE USE OF LOAN PROVIDED BY CPD„

3„2 RESERCH AND TRAINING SERICULTURE CENTER TAKES RESPONSIBLE 
FOR SUGGESTION TO MEMBERS AND COOPERATIVE STAFF ABOUT SERICULTURE,

3.3 DIVISION OF THAS SILK DEVELOPMENT (BELONGS TO INDUSTRY 
PROMOTION DEPARTMENT TAKES RESPONSIBLE FOR„

(A) SUGGESTION CONCERN WITH SILK REELING INDUSTRYo
(B) TRAINING PRODUCTION STAFF OR SILK REELING PROCEDURE„
(C) ACTING AS CONSULTANT OF COOPERATIVE IN SILK REELING 

PROCEDURE AND RAW SILK MARKETING.

4„ PRIVATE AGENCY
CHUL THAI SELK INCHARGE OF SET TRAINING PLAN FOR PROJECT 

MEMBER, PREPARE SUFFICIENT SILKWORM EGGS AND MULBERRY SCIONS AND 
BUYING ALL OF COCOON FROM COOP.
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CHAPTER 6 

FINANCIAL ANALYSIS •

FINANCIAL ANALYSIS OF THE,.PROJECT HAS BEEN KEEPING THE FOLLOWING 
MAIN ASSUMPTIONS :

1o AVERAGE COCOON PRICE THAT THE MEMBER CAN SELL AT 90 0/KG.
2„ THE SILKWORM REARING HOUSE AND EQUIPMENTS LiFE IS 10 YEARS.
3. THE SILK REELING FACTORY AND MACHINES LIFE IS 10 YEARS,
4o THE SILK REELING FACTORY WOULD CONSTRUCTION IN THE FOURTH 

YEAR, PRODUCTION IN THE FIFTH YEAR IS 90% OF CAPACITY AND 
WOULD BE FULL CAPACITY FROM THE SIXTH TO TENTH YEAR„

5. IN ONE YEAR THE MACHINE CAN PROCESS 270 WORKING DAYS.
6o THE AVERAGE PRICES OF RAW SILK THAT THE COOPERATIVE CAN SELL 

AT 1,100 J4/KG„

1. STEP 1 SERICULTURE PROMOTION

1„1 INVESTMENT COST
IT IS ESTIMATED THAT THE COST OF INVESTMENT WILL BE 146,600 

BROKEN DOWN AS FOLLOW :
CULTIVATING MULBERRY 18,700 0
SERICULTURE TRAINING 7,700 0
REARING HOUSE AND EQUIPMENTS 119,600 ff

TOTAL 146,000 0 APPENDIC 9

1„2 OPERATING COST
IT IS ESTIMATED THAT THE COST OF OPERATING WILL BE
THE 1ST YEAR 11,360 0
THE 2ND YEAR 25,120 0
FROM THE 3RD YEAR 38,280 0 APPENDIC 10

1„3 INCOME ESTIMATION
THE FARMER WILL GET COCOON AS THE MAIN PRODUCT IT WILL SELL

AT THE PRICE OF 90 0/KG„ THE FIRST YEAR THEY CAN PRODUCE 312 KG„ THE VALUE
OF COCOON IS (312x 90) 28,080 0o THE SECOND YEAR THEY CAN PRODUCE 672 KG o
THE VALUE OF COCOON IS (672x 90) 60,480 0„ AND THE THIRD YEAR THEY CAN
PRODUCE 1 ,080 KG„ THE VALUE OF COCOON IS (1 ,080x 90) 97,200 0. APPENDIC 12

1o4 RETURN ON INVESTMENT
FROM, THE ASSUMPTION ABOVE CAN CALCULATE NET PROFIT BENEFIT 

COST ANALYSIS NET PRESENT VALUE AND INTERNAL RATE OF RETURNo
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A) NET PROFIT
NET PROFIT FOR THE FIRST YEAR 16,720 0
NET PROFIT FOR THE SECOND YEAR 35,360 0
NET PROFIT FOR THE THIRD YEAR 58,920 0

APPENDIC 12
B) COST BENEFIT ANALYSIS

THE PROJECT HAS BEEN ASSUMED TO USE DISCOUNT RATE AT 
12 PERCENT ACCORDING TO THE TABLE THE B/C RATIO IS 1„40. APPENDIC 16

C) NET PRESENT VALUE
THE PRESENT VALVE OF THE PROJECT AT 12% IS 116,474 0„

AT 15% IS 82,779
D) INTERNAL RATE OF RETURN

INTERNAL RATE OF RETURN (IRR) OF THE PROJECT IS 21 :.Q5%
F) SENSITIVITY ANALYSIS 

IF ASSUMED THAT :
REDUCE THE INCOME BY 2Q% IRR WILL BE 17„29%
INCREASE COST BY 10% IRR WILL BY 25„91%
APPENDIC 16, 17, 18

1„5 LOAN REPAYMENT
THE MEMBER CAN PAY BACK LOAN AND INTEREST ALL IN THE 7TH 

YEAR OF THE PROJECT, APPENDIC 19

2. STEP 2 RAW SILK PRODUCTION

2.1 PROJECT COiST
IT IS ESTIMATED THAT THE COST OF SILK REELING PLANT WILL 

BE 19,531,000 BROKEN DOWN AS FOLLOW :
LAND AND BUILDING 843,000 0
MACHINERY 17,800,000
VEHICLE 400,000
OTHERS . 488,000 0

TOTAL 19,531,000 0 APPENDIC 20, 21 
2„2 OPERATING COST

A) RAW MATERIAL : THE FACTORY WOULD USE COCOON WHICH BOUGHT 
FROM MEMBER 90 0/KG„ IN ONE YEAR IT WILL USE 324,000 KGS. OF COCOON„

VALUE OF RAW MATERIAL IS 324,000x90 = 29,160,000 0
B) SALARY AND WAGES : THE SALARY FOR GENERAL MANAGER AND 

30 STAFFS AND WAGES FOR 42 WORKERS IS 1 ,694,400 APPENDIC 22.■
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C) UTILITIES
ELECTRICITY AND WATER EXPENSES 600,000 0

D) CHEMICAL 240,000 0
E) ADMINISTRATION COST

TRAVELING ALLOWANCE 120,000 0
WRITING AND PRINTING MATERIAL 50,000 0
FUEL AND TRANSPORTATION 100,000 ff

MAINTENANCE 90,000 0
OTHER EXPENSES 100,000 0

TOTAL 460,000 0

F) FINANCIAL COST
IN THE PROJECT MEANS THE COST OF INTEREST PAYMENT, THAT

IS 998,000
TOTAL OPERATING COST 33,152,000 0 APPENDIC 23, 24

2.3 INCOME ESTIMATION
THE PROJECT WILL GET RAW SILK AS THE MAIN PRODUCT IT WILL 

SELL AT THE PRICE OF 1,100 0/KG„ THE MACHINE CAN PRODUCE 43,200 KG„,
SO THE COOPo WOULD GET INCOME (43,200x1,100) 47,520,000

BY PRODUCT IS PUPAE WHICH GET FROM COCOON 324,000 KG„ IT 
WILL HAVE PUPAE INSIDE 35%„ THEN THE VALUE OF PUPAE IS (324,000x .35)
113,400 KG„ WHICH CAN SELL 8 0/KG„ THE INCOME FROM PUPAE f s  (113,400x 8)
907,200 TOTAL INCOME IS (47,520,000+907,200) 48,427,200 0. PER YEAR. 
APPENDIC 25

2,.4 WORKING CAPITAL
WORKING CAPITAL ESTIMATING IS 10,505,000 APPENDIC 26«

2„5 RETURN ON INVESTMENT
FROM THE ASSUMPTION ABOVE CAN CALCULATE NET PROFIT, BREAK 

EVEN POINT, BENEFIT COST ANALYSIS AND INTERNAL RATE OF RETURNo
A) NET PROFIT

NET PROFIT AFTER TAX ARE AS FOLLOW :
1ST YEAR 12,759,930 0.
FROM THE 2ND YEAR 14,476,151 0. APPENDIC 25

B) BREAK EVEN POINT
THE BREAK EVEN WILL BE ANALYSED ON THE BASIS OF THE 

PRODUCTION COST IN THE YEAR FROM 1ST-10TH„
BREAK EVEN POINT 6,816.92

./■■‘ft
BREAK EVEN REVENUE &,498,61 2 APPENDIC '28



-  I -

C) COST BENEFIT ANALYSIS
, .  , . I

THE PROJECT HAS BEEN ASSUMED TO USE DISCOUNT RATE AT 
10 PERCENT, ACCORDING TO THE TABLE THE B/C RATIO IS 1.46. APPENDIC 29

D) NET PRESENT VALUE
THE PRESENT VALUE OF THE PROJECT AT 10 PERCENT IS

72,730,858 ffo
E) INTERNAL RATE OF RETURN

INTERNAL RATE OF RETURN (IRRl OF THE PROJECT IS MORE 
THAN 50 PERCENT„ APPENDIC 30

2„6 SENSITIVITY ANALYSIS 
IF WE ASSUME THAT ;
20% COST INCREASE OR 20% INCOME REDUCE IRR WILL BE MORE 

THAN 50%o APPENDIC .31, 32

2.7 LOAN REPAYMENT
THE COOPERATIVE CAN REPAY LOAN IN THE SIXTH YEAR., APPENDIC 33
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CHAPTER 7

BUDGET

THE BUDGET OF THE PROJECT;'- PROVIDED BY GOVERNMENT AGENCIES 
THROUGH THE COOPERATIVE PROMOTION DEPARTMENT (CPD) AND THE BANK OF 
AGRICULTURAL AND AGRICULTURAL COOPERATIVE (BAAC).

STEP 1 SERICULTURE PROMOTION

- LONG TERM LOAN FOR MEMBER TO USE FOR CULTIVATING MULBERRY
12 RAIS, SERICULTURE TRAINING AND INVESTMENT COST ON REARING 
HOUSE AND EQUIPMENTS„
TOTAL INVESTMENT COST FOR 1 MEMBER = 1 5 3 , 3 0 0 . -  0

TOTAL INVESTMENT COST FOR 300  MEMBER = 4 5 , 9 9 0 , 0 0 0 . -  0

INTEREST 6%
REPAYMENT 6 YEARS

- SHORT TERM LOAN FOR MEMBER TO USE ON OPERATING COST

TOTAL OPERMING COST FOR 1 MEMBER 300 MEMBERS

1 ST YEAR 11 ,928 3,578,400
2 ND YEAR 26,376 7,921,800
3 RD YEAR 40,194 12,058,200

INTEREST 6 %

REPAYMENT 1 YEAR
THE AMOUNT OF THIS LOAN PROVIDED BY CPD.

STEP 2 RAW SILK PRODUCTION

- LONG TERM LOAN FOR INVESTMENT COST 19.53 MILLION BAHTS. 
INTEREST 9,5%
REPAYMENT 6 YEARS

- SHORT TERM LOAN FOR OPERATING COST 33.15 MILLION BAHTS, 
INTEREST RATE 9o5%
REPAYMENT 1 YEAR

THE a m o u n t  OF THIS LOAN PROVIDED BY BAAC.
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CHAPTER 8

'r e c o m m e n d a t i o n s

TO ENSURE THAT THE PROJECT WILL MEET SUCCESSFUL IT HAS TO 
ADJUST SOME OPERATION POINT,

U  JOINT PROJECT WITH THE PRIVATE COMPANY

AT PRESENT THE GOVERNMENT POLICY REGARDS TO SERICULTURE VERY 
MUCH, THEY TRY TO PROMOTE SERICULTURE IN EVERY PROVINCE THAT SUITABLE 
EVEN IF ON THE HILLTRIBE, RIGHT NOW THERE IS A JAPANESE COMPANY IN
VEST ON SERICULTURE FOR TRIBAL AND TREND SEEM TO BE SUCESSFUL» NOT ONLY 
FOR JAPANESE COMPANY INVEST ON IT BUT THERE IS NEDERLANDSE FINANCIERINGS 
MAATSCHAPPY VOOR ONTIS-! VIKKELINGSLANDEN N:„V„, (FMO) WHICH IS THE TRUST 
AND FINANCE FROM NETHERLAND„ IT JOINT WITH CHUL THAI SILK ON CONSTRUCTED 
TRAINING CENTRE AND GIVING LOAN FOR SERICULTURE EXPANSION„ FROM THE 
AMOUNT OF THIS LOAN CAN MAKE CHUL THAI SILK EXPAND IT'S WORK TO ANOTHER 
PROVINCE NEARBY PETCHBOON PROVIVCE SUCH AS NAKORNRAJSIMA AND CHAIYABHOOM 
PROVINCE„ ON THE OTHER HAND CHUL THAISILK JOINT THE PROJECT WITH BAAC 
THAT ALSO GET SUCESSFUL„ AT THIS POINT THE COOPERATIVE SHOULD BE 
CONTACT WITH BOTH OF BAAC AND CHUL THAI SILK FOR JOINT PROJECT» THAT'S 
TO MAKE SURE ABOUT THE LARGE AMOUNT OF FUND CAN PROVIDE^ BECAUSE OF 
THE PROJECT NEEDS VERY HIGH INVESTMENT COST FOR MEMBERS (45o33 MILLION 
BAHTS) CPD MAY NOT BE ABLE TO PROVIDE THIS AMOUNT OF LOAN„ BUT THE 
COMPANY CAN GIVES-CREDIT IN SOME ITEM OF EXPENESE SUCH AS SILKWORM EGGS„ ' 
THE OTHER GOOD POINT FROM JOINT PROJECT IS THE COOPERATIVE ASSURE THAT 
COCOON BUSINESS HAS STABLE MARKET THAT CAN SERVE MEMBER NEEDS VERY WELL. 
IF THE COOPERATIVE WANT TO JOINT WITH OTHER COMPANY IN THAT AREA HAS 
THAI SILK PRODUCT AND BOONMA THAI SILK THAT RUNS THIS BUSINESS AND 
WILLING TO DEAL WITH THE COOP„ MEMBER,

2. LAUNCH THE PROJECT FROM SMALL AMOUNT OF MEMBER

AS THE FIGURES SHOWN THAT THE COST OF PROJECT IS VERY HIGH 
FOR 300 MEMBERS IT SHOULD START WITH 50 BY SELECTING FROM THE MOST 
SUITABLE MEMBERS FROM EVERY GROUP IN THE PROJECT AREA IN ORDER TO

- SEE THE POSIBILITY OF THIS PROJECT WHICH RUNS BY COOPERATIVE 
AND TO SEE THE BENEFIT, EXPENSE, RETURN OF INVESTMENT IN ORDER THAT CPD 
WILL BE MORE CONFIDENT TO PROVIDE LOAN TO THIS PROJECT,
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- .DEMONSTRATE TO THE OTHER MEMBERS AND WHEN THIS PROJECT CAN 
RUN FURTHER WITH INCREASING NUMBER OF MEMBERS THIS FIRST 50 MEMBERS CAN 
g i v e s ;'.SUGGESTION TO THE NEW PARTICIPANTS MEMBERS„

IF THE PROJECT BEGINS WIT» 50 MEMBERS IN TNE FIRST PERIOD,
THE LOAN REQUIREMENT IS ONLY 7„66 MILLION BAHTS WITH THIS i^OUNT CPD 
MAY NOT REFUSE TO PROVIDE LOAN„ AFTER THE 50 MEMBERS FULFLL SUCCESSFUL 
IN FIRST YEAR UP TO THE SECOND AND THIRD YEAR THE MEMBERS SHOULD INCREASE 
100, 150, 200 FINALLY 300 MEMBERS,,

3„ COOPERATIVE SttOULD ESTABLISH YOUNG SILKWORM REARING HOUSE

DR„SEINOSUKE;OMURA, THE JAPANESE EXPERT IN REARING SILKWORM,
WHO SPENT 5 YEARS OF STUDY AND RESEARCH IN SERICULTURE IN THAILAND, WAS 
WRITTEN THE BOOK "TECHNIQUE OF SILKWORM REARING IN THE TROPIC", SUGGESTED 
THAT IN THE FIRST 2 STAGES OF SILK WORM REARING CAN BE OPERATED BY 
COOPERATIVE METHODo IN SUCH PERIOD SILKWORM REARERS HAVE TO SPEND HALF 
OF TOTAL SILKWORM REARING TIME. THE COOPERATIVE WILL REAR SILKWORM IN 
THAT PERIOD FOR ITS MEMBERS AND THEY HAVE TO PAY THE EXPENSES TO THE COOP„

OR THE MEMBERS CAN SAVE THEIR MONEY BY ROTATE THEIR LABOUR 
THEMSELVES TO REAR UNDER SUPERVISE OF THE SILKWORM REARING SPECIALIST„
BY SUCH METHOD, IN STEAD OF SPENDING TIME FOR REARING FROM FIRST STAGE 
THEY CAN REAR FROM STAGE 3 WHICH IS CAN REAR SILK WORM. 12 CROPS IN A 
YEARo THAT'S MEAN THEY CAN INCREASE THEIR INCOME, .

TO ESTABLISH YOUNG SILK WORM REARING HOUSE, COOPERATIVE HAS TO 
SET THE SCHEDULE FOR USING LABOUR FROM MEMBERS THEMSELVES, BY ROTATE FROM 
EACH GROUP IN EACH CROP„ SIDE EFFECT FROM THIS ACTIVITY, CAN INCREASE 
THE RELATIONSHIP AMONG MEMBER AND COOPERATIVE„

4„ INTEGRATE THE PROJECT WITH ANOTHER COOP=

AS SHOWN IN THE DETAIL THAT RAW SILK PROCESSING NEEDS A LOT 
OF MONEY TO RUN THIS BUSINESS„ THE CHAKARAJ COOPERATIVE MAY NOT BE ABLE 
TO RUN THE BUSINESS ALONE„ THEY SHOULD JOINT PROJECT WITH ANOTHER COOP„ 
SUCH AS BHIMAI COOPERATIVE BECAUSE IT IS THE VERY BIG AND SUCCESSFUL 
COOPERATIVE AND IT HAS CONNECTED OPERATING AREA AT THE BOARDER.
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COMPARE PRODUCT AND INCOME

HYBRID SILKWORM REARING AND LOCAL SILKOWORM REARING,

ITEM HYBRID SILKWORM LOCAL SILKWORM

SILKWORM EGGS/CROP 
2„PRODUCTION/BOX AND/SHEET 
3.PRODUCTION/CROP 
4„PRICE/UNIT 
5.INCOME/CROP

6 BOX
25 KGo OF COCOON/BOX 
150 KGo OF COCOON 

90 0 
1 3,500

6 SHEET 
1 KG. OF SILK YARN 
6 KG„ OF SILK YARN 

500 
3,000 0

RESOURCE ; PUNEE SRIBUNTAO, TECHNICAL OF SILKWORM REARING IN THAILAND 
. (HYBRID SILKWORM EGGS)„
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Scrkiillur.il extension ;irc;i 
(nicnsivc (Norlh c:is( rcpi'in)

RESOURCE : DEPARTMENT OF AGRICULTURAL EXTENSION
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1983
1984
1985
1986
1987

Imported silk yarns
(tons)

432.78
368.09
429.53
589.37

1,175

Silk Febric export
(million baht)

1983 388.49
1984 159.26
1985 202.98
1986 254.82
1987 306.35

tons.
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RESOURCE : DEPARTMENT OF AGRICULTURAL EXTENSION
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Aim of Extension work

I t  is prospected that in the year 1995, Thailand 
will produce raw silk to meet domestic consumption 
and can export to world market in 1996.

10

tons. 

2,000

1,800 

1,600

1,400

1,200 

1,000

I __ L---
1987 1988 1989 1990 1991 1992 1995

RESOURCE : DEPARTMENT OF AGRICULTURAL E X T E N S lu N



CLIMATOLOGICAL DATA FOR THE PERIOD 1951 - 19,80
APPENDIC 5

S  t-'i t i o n  M  a.k o  r  n  r  a  i s i'H' a  

I n d e x  S t a t i o n  >>& W  
' L a t i t u d e  is®

Longitude 1Ct2“ 02 E,

E l e v a t i o n  o f  s t a t i o a  a b o r a  M S L .  

H e i g h t  o f  b a r o m o t e r  a b o v e  liSL. 

H e i G ^ . t  o f  t f i G n n o m c t e r  a b o v a  g r o u n d  

l i ^ igh t |Virid v a n e  a b o v e  g r o u n d  

H e i g h t  c f  r a i n g a u g o

-!p2I m e t e r s

•?* me fcara1.50 m e t e r s

111 .50 m a t e r a1.00 m e t e r s

!
1

Jea r«b Siu-
>

Uajr Jan

(

Jal AOS Sap Oot Ho t Dm Xnar

■ ^ro.'vs'ure ( » -icxx) or i b s j V

Uien 15.65 11.78 09.64 08.C6 06.42 CC.45 05.62 05.49 07.02 10.4J 12.‘/O 13.91 09.20
Ext^ VAX, 2<i.?.0 25,79 21. J5 14.06 12.li4 12,48 13,14 14.64 19.36 22.51 24.59 25.64

£btt. Kin. CG.1S 01.16 00.69 98.52 98.95 96.26 97,04 94.69 93.08 01.64 03.76 02.94 96,26
yean deily rangs 5.66 6.01 6.03 5.65 4.95 4.24 3.98 4.12 4.56 4.70 5.15 *.97

0
Tenperiitiire ( C .)

•
I

1

21..4 26,6 29.2 50.5 29.'5 28.7 23.0 27.6 27.1 27-2 25.8 24.4 27,4

I'At. , ■ JC.2 J2.4 55.0 35.0 J4.3 32.6 32.0 31.5 30,8 50.6 30,0 29,5 32.1

I'cen tSoi. , 1T.1 19,6 22.4 24.0 24.5 24.5 25.9 25.7 25.5 25.0 20.V 17.7 22.0

Ext. Me*. ‘ 36.7 J9.5 40.5 42.5 40.4 40.5 37.7 36.0 35.J 35.9 35,0 35.5 42.3

Ext, lin. 6.5 11.5 12. J 17.8 20.2 21.3 20.4 20.5 21.0 17.7 11.* 8,2 6.J

R e l a t i v e  H v m i d i t y  (.%) •

Mean ■ 55.0 54.0 55.0 60.0 70.0 73.0 75.0 77.0 eo.o 72.0 65.0 58,0 66.0

Uaan Utuc. 79.0 77.3 78.5 81.9 b6.7 88.5 89.7 91-5 92.7 87.3 S2.S 81,0 84,7

te«i liin. >6.6 'j6.2 56.1 41.3 5I.B 58.1 60.2 62.9 66.3 57.9 47.9 41.1 49.7
2ct. fin. 1J.0 11.0 14.0 14.0 25.0 32.0 36.0 42.0 43.0 23.0 21.0 16,0 . 11.0

\ixiu P o i n t  ( ^ C . )

V̂ oaa 15.9 15.6 18.1 20.7 22.6 23.0 22.3 22.9 23.2 vr..J 17,7 14,9 19.7

E v a p c r a t i o r .  (nan.)

i Itoiin « Pki 152.9 158.7 215.2 209.3 162,6 163.5 151.1 141,4 121.8 165.5 165.5 159.9 1935.2

i C l o u d i n e s s  ( 0  -  8  ) •

! W»ao
1

2.8 5.1 3.4 4.5 5.6 6.4 6.6 6.8 6.5 *.9 J.7 5.2 4.8

iS ii T^ hi ns D u r a t i o n  (h r . )

lioari No Obs •rvdtion

V i s i b i l i t y  ( k m . )

0700 L^.r. 5.2 <•.5 4.6 7.4 10.6 11.6 10.5 10.1 9.8 9.6 7.9 6.2 8.1

Uc-un 7.5 6.1 5.8 3.4 11.2 11.7 11.4 . 11,1 10.6 11.1 10.5 9.5 9.6

Vl ind ( K n o t s ) ..
Prtvfiiling wind E E E W •» V V w ! « 56 XS HE -

rind spe»»d 4.7 5-0 5.2 5.5 I 5.4 5.8 5.9 5.6 4,5 5.2 5.7 5.5 -

Hex. trind spfefrd 53 Dii 55 S 59 K.E 40 SStf }5 ’A'SW 33 35 » 35 HKV 34 K 30 E 27 S 25 HKE 40 S3I

R/:iiniall (mni.)
K*'

l^an . 5.S 17.5 50.6 64.0 164.4 147.1 153.4 146.2 S'.O.C 121.9' 15.6 3.5 1213.0

V*on rainy deyi 1.0 2.2 5.2 7.7 14.0 -.}.1 14.6 16.9 IS. 3 9.6 1.8 0.9 1C6.3

Orcalest ui 2<i hr. ..19.6 79.2 65.9 95.9 i4l.6 95.3 149.4 91.5 ' i5e.o 119.5 67.5 32.6 158.0

Dsy/Xc(ir Jl/74 28/75 5/69 7/63 23/59 26/68 12/62 27/66 <2/69 25/£6 7/65 li''72 2/69

b ' u mbe r o f  d a y s  vrlth ' ,

Ht2« 2<..0 25.9 26.7 17.5 1.2 0.0 0.0 0.0 0.6 4.6 11.3 1S.0 129.6

:'c2 0,6 0.2 .0.5 0.0 0,0 0.0 0.1 0,0 , 0.0 0.0 0.1 0.2 1.8

Hail 0.0 c.o 0.1 0.1 0.0 0.0 0,0 0.0 o,c S.O 0.0 0.0 0.2

TViunaerstorn 0.0 1.7 6.5 12.2 •16.0 9.1 a.5 5,2 12,9 5.2 0.5 0.0 80.S

S<{uall 0.0 0.0 0.0 0.0 1
0,0

1
0,0 0,0 0,0 0,0 0.0 0.0 0.0 0.0

Reaark i 1 .  D a t#  f o r

2. f r e s s i c e

5. Svsporecion

1956 - 19»0 1%? - 19f>0 19̂  - ■’9OT



APPENDIC 6

•
S

« •

o in fO <y»
m rsj



APPENDIC 7

COMPARE INCOME

CULTIVATING OTHER CROPS WITH HYBRID SILKWORM REARING

CROP

ITEM
PADDY MAIZE FOR 

ANIMALFEED SUGARCANE MUNGBEAN SORGHUM SILKWORM
REARING

VARIABLE COST
(0/RAI) 739 595 1 ,550 449 309 2,256.85
FIXED COST
(0/RAI) 169 110 252 124 97 822.46
TOTAL COST 908 705 1 ,802 573 406 3,079o31
PRODUCTION
(KGo/RAI) 312 412 7,061 98 222 68.88
SELLING PRICE
(0/KGo) 2.3 1 o8 „3 6.6 1 .8 90
INCOME (0/RAI) 718 742 2,118 647 400 6,181.20
NET INCOME
(J5/RAI) -190 37 316 74 -6 3,101 .89
TOTAL INCOME
(12 RAIS) -2,470 481 4,108 962 -78 40,324.57

REMARKS,
1. OTHER CROPS IS THE FIGURES OF PLANTING YEAR 1987/1988 

BASE ON ALL COUNTRY AVERAGE RESOURCE FROM OFFICE OF 
AGRICULTURAL ECONOMIC MINISTRY OF AGRICULTURAL AND 
COOPERATIVE

2„ FIGURES OF HYBRID SILKWORM REARING BASE ON AVERAGE OF
EXPENSES AND INCOME 10 YEARS RESOURCE FROM CHUL THAI SILK 
FACTORY,

RESOURCE ; PUNEE SRIBUNTAO, TECHNICAL OF SILKWORM REARING IN THAILAND 
(HYBRID SILKWORM EGGS)
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THAI SILK ASSOCIATION

PRICE OF SILK YARN OCTOBER 1989

UNIT : BAHTS
WARP SILK SEPTEMBER OCTOBER

DOMESTIC PRODUCTION PER KGo 1,400 1 ,300
IMPORT PER KG„ 1 ,450 - 1 ,500 1 ,450 - 1 ,500

WEFT SILK

SILK YARN GRADE 1 PER KG. 700 - 750 680 - 750
SILK YARN GRADE 2 PER KG„ 550 - 600 550 - 600
SILK YARN GRADE 3 PER KGi/ 400 - 450 350 - 400
DOUBLING WEFT SILK PER KGo 1 ,250 - 1 ,300 1 ,250 - 1 ,300
DOUPPION SILK SIZE 100/120 PER KGo 920 920

SIZE 100/150 PER KGo 920 920

RESOURCE : THAI SILK ASSOCIATION



ANALYSIS FOR A MEMBER

1. FOR CULTIVATING MULBERRY 12 RAlS.

I d  LAND PREPARATION (@ RAI 300) 3,600
1„2 MULBERRY SCION (-2,000 PIECES/RAI @„20) 4,800
1.3 MULBERRY SCION PREPARATION BEFORE CULTIVATE (RAI/25) 300
1.4 SCION TRANSPORTATION (RAI/150) 1,800
1„5 LABOURS FOR CULTIVATING MULBERRY (RAI/360) 4,320
1„6 LABOURS FOR TAKECARE OF MULBERRY BEFORE REARING (RAI/100) 1,200
1„7 EQUIPMENTS (PRUNER, DISINFECTOR ETC„) 2,000
1„8 CONTINGENCIES 680

TOTAL (-1) 18,700

APPENDIC 9

INVESTMENT COST

2o SERICULTURE TRAINING TOTAL (2) 7,700

3„ INVESTMENT ON REARING HOUSE AND EQUIPMENTS

3o1 SILKWORM REARING HOUSE (6x 12 M^) AND REARING SHELVES 
(3 STEPS 2 SETS)

3.2 WELL FOR KEEPING WATER (2 CEMENT WELL)
3.3 EQUIPMENT FOR REARING
3.4 COCOON FRAME (PAPER 29 SETS @450, WOOD 67 SETS <§ 190 

AND WIRE 40 SETS @91)
3o5 CONTINGENCIES

TOTAL (3)
TOTAL INVESTMENT COST

LOAN REQUIREMENT

INVESTMENT COST
HOLDING SHARE (1,000 OF LOAN/1' SHARE = 50) 

LONG TERM LOAN

85,000 
1 ,500 
2,000

29,420 
1 ,680 

119,600
146,000

1 MEMBER 300 MEMBER

146,000
7,300

43,800,000
2,190,000

153,300 45,990,000

RESOURCE : SERICULTURE TRAINING AND RESEARCH OF NAKORNRAJSIMA PROVINCE



OPERATING COST FOR 1 PROJECT MEMBER

APPENDIC 10

YEAR 1 2 3 - 1 0

1„ EXPENSES ON MULBERRY CULTIVATING
1.1 FERTILISER 1 ST TIME (6/KG./RAI) - - 300

@ 50 PER KG 2 ND TIME (4/KG./RAI) 100 200 200
3 RD TIME (4/KG„/RAI) - 200 200

1.2 PESTICIDE 50 100 100
1.3 TOTAL FOR 12 RAIS 1 ,800 6,000 9,600

2„ EXPENSES ON REARING SILKWORM
2.1 CHEMICAL FOR DISINFECTANT 

(270/TIME) 540 1 ,080 1 ,620
2„2 CHEMICAL FOR DISINFECTANT IN

REARING HOUSE (100/TIME) 200 400 600
2.3 SILKWORM EGGS (380/BOX) 4,560 9,120 13,680
2.4 CHEMICAL FOR DISINFECTANT 480 960 1 ,440

SILKWORM (1 BOX/2 KGS„ @ 20) 480 960 1,440
2.5 LABOURS FOR REARING SILKWORM

(300/BOX) 3,600 7,200 10,800
2,6 CONTINGENCIES 180 360 540

TOTAL OPERATING COST 11 ,360 25,120 38,280.

LOAN REQUIREMENT
TOTAL OPERATING COST 11 ,360 25,120 38,280

HOLDING SHARE (1,000 OF LOAN/1 SHARE
= 50 J4) 1 MBRo 568 1 ,256 1 ,914

300 MBRS 170,400 376,800 574,200
SHORT TERM LOAN REQUIREMENT 11 ,928 26,376 40,194

FOR 300 MEMBERS 3,578,400 7,912,800 12,058,200
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PRODUCTION PLAN AND TRADING ACCOUNT

APPENDIC 12

ITEM YEAR 1 2 3 - 1 0
/

1„ PRODUCTION PLAN
1.1 CROP OF REARING 2 4 6
1.2 NEEDS OF SILKWORM (BOX) 6 6 6
1 ..3 TOTAL OF SILKWORM/YEAR (1 o1 ) x (1.2) 1 2 

•
24 36

2„ PRODUCTION AND INCOME
2„1 PRODUCTION OF COCOON FROM 1 BOX (KGo) 26 28 30
2„2 COCOON PRODUCTION INAYEAR (KGS„)(1„3)x (2o1) 312 672 1 ,080
2„3 TOTAL INCOME FROM COCOON IN A YEAR 28,080 60,480 97,200

1o ESTIMATION OF COCOON PRODUCTION RELATED TO EXPERIENCE AND SKILL 
INCREASE OF REARER,,

2„ COCOON PRICE 90/KG-
3„ SILKWORM EGGS 1 BOX = 20,000 EGGS„
4„ ESTIMATION ON SUFFICIENT MULBERRY FOR REARING

NET PROFIT FOR 1 PROJECT MEMBER
UNIT ; BAHT

ITME YEAR 1 2 3 - 1 0

1. INCOME FROM COCOON SELLING
2. EXPENSES ON MULBERRY CULTIVATING AND , 

REARING SILKWORM
3„ NET PROFIT FROM PROJECT

28,080

11,360 
16,720

60,480

25,120
35,360

97,200

38,280
58,920

2. DETAILS IN APPENDIC 10



PROFIT OF CREDIT AND INPUT SUPPLY

APPENDIC 13

ITEMS 1ST
YEAR

2ND
YEAR

3 - 1 0
YEAR

EQUIPMENT FOR CULTIVATING MULBERRY 2,000 - -

EQUIPMENT FOR REARING 2,000 - -

COCOON FRAME 29,400 - -
FERTILISER AND PESTICIDE 1 ,800 6,000 9,600
CHEMICAL FOR DISINFECTANT 1 540 1 ,080 1 ,620

2 200 400 600
3 480 960 1 ,440

SILKWORM' EGGS 4,560 1 ,120 13,680
TOTAL 40,980 17,560 26,940

COOP., GOT 3% FROM 1 MEMBER 1 ,229„40 526.80 808.2
PROM 300 MEMBERSo 368,820 158,040 242,460

(1 ) (2) (3)

TOTAL PROFIT (1)+ (2)+ (3) = 769,320

WHICH BECOMES COOPERATIVE OWN FUNDS.
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PROCESSING r-HART

SILK YARN # 3 x 21DF;NEIR

RESOURCE : THAI SILK PRODUCT.
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APPENDIC 16

INTERHAL SATg OF EETOSH

DvestBent l 4S00i   ̂ 2 3 4 5 S ? 8 9 10
ncoae 28080 60480 97200 97200 ??200 97200 97200 97200 97200 97200

Cash o u tflo if 11360 25120 38280 '‘ 38280 38280 38280 38280 38280 38280 38280

Net Cash Flow -146000 16720 35360 58920 58920 58920 58920 58920 5S920 58920 58920

Cub CAsh f lo #  -14S000 -129280 -93920 -35000 23920 82840 141760 200680 259S00 318520 377440

lER 27,85^

NFV at, 12^ 116474

Kpy St n a  82779

B enefit ;Cost E s tic  a t 12 X 

F.V. o f Benefits  458214.4

F.V of Costs 327763.7 ^

B enefit Cost S stio  1,40 PAY BACS FIRIOB 0 YEARS

Reduce the iscoBe by W ,

ssRsiTiYiTY mmuz 
m m m i  e?.te o f e itseh

AFPESBIC 17

* ,  1 2 3 4 5 6 7 8 9 10
rivesteent 146000
ncose 22464 48384 77760 77760 77760 77760 77760 77760 77760 77760

C,3sb o u tfk w  11360 25120 38280 38280 38280 36260 38280 38280 38280 38280

Net Cash Flov -146000 11104 23264 39480 39480 39480 39480 39480 39480 39480 39480

Ciis CAsh floi^ -146000 -134896 -111632 -72152 -32672 6808 46288 85768 125248 164728 204208

IRE 17.291

KFV a t 121 34650

NFV a t m  13221

B enefit ;Cost Eatics a t  12 %

F.V. of B enefits  366571.5

F.V. o i Costs 327763.7

B enefit Cost R atio  1,12 PAY BACK FERIOIS 4 YEARS

Increase cost by lOS

SS8SITIVITY AHALYStS

i m i m i  m i  o f m x m

APFEHDIC 18

iivestEeat L4600i 1 2. 3 4 5 6 7 8 9 10

t f i c o i r ' ' - '  28080 60480 97200 97200 97200 97200 97200 97200 97200 97200

Cash outflow  I249S 27632 42108 ' 42108 42108 42108 42108 42108 42108 42108

Net Cash Flo» -14S000 15584 32848 55092 55092 51092 55092 15092 55092 55092 55092

Cus CAsi) -140000 -130416  -§ 7|g§ 12616 67708 122800 177892 232984 288076 343168

lER 25.911

NPV a t 121 100245

NFV at m  6S974

B enefit :Cost Is t io  a t 12 %

F.V, of B e n d its  458214

F .v , o f Cflsts 345940

B en efit Cost R atio  1,32
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APPENDIC 20

INVESTMENT COST FOR RAW SILK PROCESSING UNIT : 1,000 ^

1. LAND 2 RAIS @ 20,000 0 40
(FOR OFFICF, STORAGE OFFICE BUILDING AND

2STORAGE 600 M @ 800 48
2„ BOUNDARY WALL 20
3„ GODOWN FOR COCOON 200 M^ @ 600 0 120
4„ FACTORY BUILDING 100 M^ @ 600 0 600
5o 2 GARAGES 15
6„ 1 TRUCK 300
7„ 5 MOTORCYCLES @ 20,000 3 100
8„ 2 TYPEWRITERS § 12,000 0 240
9„ 20 SETS OF TABLES AND CHAIRS @ 2,400 0 48
1Q„ SAFE AND DOCUMENT CASE 150
11 . PLANTS AND MACHINES 17,800
12. OTHER 50

TOTAL INVESTMENT COST 19,531
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PLANT AND MACHINE UNIT : 1,000 0

1o STEAM BOILER
2o MULTI END SILK REELING 10 BASINS 
3„ COCOON COOKING MC:
4. SILK RE-REELING MC.
5„ SILK TWISTING MC.
6„ SILK BOOKING MC.
7o SILK DOUBLING MC„
8o BOBBIN WINDER 
9„ COCOON FLOSS REMOVER 
10„ PUPAE THROWING MG.
11o TESTING EQUIPMENT 
12. WEIGHING MC. .
13„ VACUUM TREATING MC„
14„ DUPION SILK REELING MC.
15„ ELECTRIC INSTALLATION 
16„ WATER WORK INSTALLATION 
17„ OTHERS

TOTAL

1 , 2 0 0  

3,000 
1 ,500 
1 , 2 0 0  

1 , 0 0 0  

1 , 0 0 0  

1 , 0 0 0  

800 
800 
800 

1 , 2 0 0  

1 , 000  

800 
1 , 0 0 0  

800 
500 
200 

17,800

RESOURCE : THAI TRADING MACHINERY



STAFF. AND SALARY

APEENDIC 22

NO. POST AMOUNT
SALARY (BAHTS)

1 MONTH 1 YEAR

1 o GENERAL MANAGER 1 5,000 60,000
2. SECTION MANAGER 4 4,000 192,000
3o CHIER ACCOUNTANT ‘ 1 • 3,000 36,000
4„ CASHIER 3,000 36,000
5. MULBERRY SPECIALIST 1 3,000 36,000
6„ SILK WORM SPECIALIST 1 3,000 36,000 ̂
7. CHIEF ‘of PROCUREMENT 1 3,000 36,000
8. CHIEF OF SELLING 1 3,000 36,000
9 . . ENGINEER 1 3,000 36,000

10„ CHIEF OF PRODUCTION 1 3,000 36,000
11 „ ACCOUNTANT 2 2,500 60,000
12„ MULBERRY STAFF 2 2,500 60,000
13„ SILKWORM STAFF 2 2,500 60,000
14. MECHANICS 2 2,500 60,000
15„ INPUT SUPPLY OFFICER 2 2,000 48,000
16. STORE KEEPERS 3 2,000 72,000
17„ CLERK AND TYPIST 2 2,000 48,000
18. SECURITY GUARD 1 2,000 24,000
19. DRIVER 1 2,000 . 24,000
20 o PEON 1 1 ,500 18,000
21 o WORKERS 60/DAY FOR 270 DAYS 42 680,400

TOTAL 72 1 ,694,400
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OPERATING COST/YEAR UNIT : 1 ,000 a.

1„ SALARY AND WAGES 
2o TRAVELLING ALLOWANCE 
3„ WRITING AND PRINTING MATERIAL 
4„ FUEL AND TRANSTORTATION
5. VEHICLE & MACHINE MAINTENANCE 
6o OFFICE STORE GODOWN MAINTENANCE
7. ELECTRICITY EXPENiSE 
8„ WATER EXPENSE
9 „ CHEMICAL 

10„ OTHER EXPENSE
TOTAL

1 ,694 
120 
50 

100 

• 50 
40 

480 
120 

240 
100 

2,994

11„ RAW MATERIAL (COCOON 324,000 K G „ x 90 0) 
(COST OF GOODS SOLD 

12„ INTEREST ON WORKING CAPITAL 
(WORKING CAPITAL 10,505)
(INTEREST RATE 9„5%)

TOTAL

29,160
32,154

998

33,152
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WORKING CAPITAL REQUIREMENT

APPENDIC 26

ITEMS NO
OF MONTHS

YEAR•S 
EXPENSE

BAHT 
IN 1,000

1 . RAW MATERIAL 2 29,160 4,860
2. SALARY WAGES 1 1 ,694 141
3. WRITING AND PRINTED MATERIAL * 2 50 8
4„ FUEL AND TRANSPORTATION 2 100 1 7
5„ VEHICLE & MACHINE MAINTENANCE 3 50 12
6„ OFFICE AND STORE GODOWN

MAINTENANCE 3 40 10
7. ELECTRICITY EXPENSE 1 480 40
8„ WATER E-XPENSE 1 120 10
9. CHEMICAL 2 240 40

in. OTHER EXPENSE 1 100 9

5,147
FINISHED GOODS INVENTORY 1 2,679
COLLECTION PERIOD (A/R) 1 2,679

TOTAL
, ...................................................

10,505
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BENEFIT COST ANALYSIS
•

YEAR COST BENEFIT PWF 10% PRESENT 
VALUE COST

PRESENT
VALUE"

BENEFIT
0 19,531,000 19,531,000
1 30,106,000 43,584,480 0.9091 27,369,365 39,622,651
2 33,152,000 48,427,200 0,8264 27,396,813 40,020,238
3 33,152,000 48,427,200 0.7513 24,907.098 36,383,355
4 33,152,000 48,427,200 0.6830 22,642,816 33,075,778
5 33,152,000 48,427,200 0„6209 20,584,077 30,068,448
6 33,152,000 48,427,200 0„5644 18,710,989 27,332,312
7 33,152,000 48,427,200 0o5132;:; 17,013,606 24,852,839
8 33,152,000 48,427,200 0.4665 15,465,408 22,591,289
9 33,152,000 48,427,200 0o4241 14,059,763 20,537,976

10 33,152,000 48,427,200 0 3855 12,780,096 18,668,686

fOTAL 229,018,000 334,147,680 158,624,763 231,355,621

B/C RATIO 
NPV AT 10%
IRR

PAY BACK PERIOD

PAY BACK PERIOD

1 „46 ; 1
72,730,858
50%
_____ INVESTMENT
NET BENEFIT PER YEAR

19,531,000 
^34,147,680- 229,018,000) 

10
19,531,000 
105,129,680

10
19,531,000 
10,512,968

1.9 YEAR



INTERNAL RATE OF RETURN

APPENDIC 30

YEAR
BV COST AT 

DISCOUNT RATE 
AT 10 %.

PRESENT VALUE 
BENEFIT 
/ AT 10 %

PWF 50 %
PV COST 50%

(A)

PV BENEFIT 
50 %
(B)

0
1

2

3
4
5
6
7
8 
9

10

19,531,000 
27,363,365
27,369,813 
24,907o098
22,642,816
20,584,077
18,710,989
17,013,606
15,465,408
14,069,763
12,780,096

39,622,651
40,020,238 
36,383o355
33,075,778
30,068,448
27,332,312
24,852,839
22,591,289
20,537,976
18,668,686

0„6667
0.4444
0„2962
0o1975
0„1317
0„0878
0.0585
0.0390
0.0260
0.0173

20,071,670 
14,732,749
9,819,622 
6,547,520 
4,366,118 
2,910,746
1 ,939,392 
1,292,928 

861,952 
573,530

29,057,773 
21,521,048 
14,344,137 
9,564,372 
6,377,862 
4,251,908 
2,832,991 
1,888,661 
1,259,107 

837,791

TOTAL .158,624,763 231,355,621 60,387,817 87,950,091

NPV =

IRR =

DR,
DR.
NPVj,
NPV,U

IRR =

•)

PV COST - PV BENEFIT 
60,387,817 - 87,950,091 
27,562,274

NPV
D \  * "’■'u - “ l > » W - NPV,;4̂ U
LOWER BOUND DISCOUNTED FACTOR 
UPPER BOUND DISCOUNTED FACTOR 
NET PRESENT VALUE OF DR_ , .
NET PRESENT VALUE OF DR^

72,730,85810+ l>50- 10) X (72,730,858- 27,562,274 )

10+40x (22j23M58)>45,168,584^ 
10+ (40x 1.6) = 10+64 
74%
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SENSITIVITY ANALYSIS 
INTERNAL /RATE OF RETURN

INCOME REDUCE 20 %

YEAR COST BENEFIT PV AT 10% PV COST PV BENEFIT

0

1

2
3
4
5
6
7
8 
9

10

19.531.000
30.105.000
33.152.000
33.152.000
33.152.000
33.152.000
33.152.000
33.152.000
33.152.000
33.152.000
33.152.000

34,867,584
38.741.760
38.741.760
38.741.760
38.741.760
38.741.760 
38,741 ,7̂ 60
38.741.760
38.741.760
38.741.760

0,9091 
0.8264 
0.7513 
0.6830 
0.6209 
0.5644 
0o5132 
0,4665 
0,4241 

. 0„3855

19,531,000 
27,368,456
27,396,813 
24,907,098
22,642,816
20,584,077
18,710,989
17,013,606
15,465,408
14,059,763
12,780,096

31 ,698,121 
32,061,190 
29,106,684
26,460,622 
24,054,759 
21 ,865,849 
19,882,271 
18,073,031 
16,430,380 
14,^34,948

TOTAL 229,017,000 267,318,144 158,623,854 185,084,497

B/C RATIO 
NPV AT 10% 
IRR

1„17 s 1 
26,460,643 
50 %
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COST INCREASE 20 %

SENSITIVITY ANALYSIS 
INTERNAL RATE OF RETURN

YEAR COST BENEFIT PV AT 10% PV COST PV BENEFIT

0

1

2
3
4
5

6
7
8 
9

10

23.437.200
36.172.200
39.782.400 
39,782;400
39.782.400
39.782.400
39.782.400
39.782.400
39.782.400
39.782.400
39.782.400

43,584,480
48.427.200
48.427.200
48.427.200
48.427.200
48.427.200
48.427.200
48.427.200
48.427.200
48.427.200

0.9091
0.8264
0.7513
0,6830
0.6209
0.5644
0.5132
0.4665
0.4241
0.3855

19,531,000
32,843,238 
32,876,175 
29,888,517 
27,171,379 
24,700,892 
22,453i187 
20,416,328 
18,558,490 
16,871,716 
15,336,115

39,622,651
40,020,238 
36,383,355
33,075,778
30,068,448
27,332,312
24,852,839
22,591,289
20,537,976
18,668.686

TOTAL 274,821,600 334,147,680 190,349,716 231,355,621

B/C RATIO 
■NPV AT 10% 
IRR

1 .2 2 :1 

41 ,005,905
50 %



LONG TERM LOAN REPAYMENT SCHEDULE

•APPEND IC 33

YEAR CAPITAL INTEREST (10) 'CAPITAL 
PREPAYMENT

ANNUAL
REPAYMENT LOAN REMAIN

1 12^973,480„00
2 10,811,233,33
3 8,648,986o66
4 6,486,739 0.99
5 4,324,493.32
6 2,162,246o65
7 0.00
8 0.00

9 0 .00

10 0 . 0 0

1 ,297,348 
1 ,081,123 

854,900 
648,674 
432,449 
216,225 

0 
0 
0 
0

2,162,246b67
2.162.246.67 
2,162,246„67
2.162.246.67 
2,162,246„67 
2,162,246.65

0 .0 0  

0.00
O o O O

O o O O

3,459,594o67
3.243.369.67
3.017.146.67
2.810.920.67
2.594.695.67 
2,378,471„65

0.00

0.00

OoOO
0.00

10,811,233.33 
8,548,986„66 
6,486,739„99 
4,324,493.32 
2,162,246o65 

OoOO 
O o O O  

0.00 
b o O O  
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Comments/suggestions made on the Project prepared

by Mrs Jansuda Watcharayon, Thailand.
(other than those presented by groups)

* The project has two phases - one for the benefit
to farmers and the second one supply of raw silk to
the private buyers.

* Thai silk industry is a dominant industry, hence 
competition with established traders may be acute.
Risk analysis in this context may be useful.

* International competiton from countries producing
silk like china may be another factor to be considered.

* Additional benefits to farmers by way of this project
should be added in the project.

* Backward linkages from society to farmers need elaboration.
* Distribution of surplus = policy re dividend to members 

should be kept in mind.
* Cross checking of data is difficult due to absence of 

cross reference in the document.
* While calculating IRR (appendix 30) formulate of interpo

lation may be applicable only for small percentages.
* Preoperative expenses have not been calculated and should 

be included.
* Stock of boiled cocoon, if kept for two months, before 
procesing may get damaged. This should be checked.

* CAsh budget needs modification. Terms used are wrong.
* Marketing becomes risky if the two parties who will buy

do not keep up commitments. Need for long-term agreement 
necessary.Otherwise private buyers can dictate price.

* Margin money on working capital in financial investment 
is necessary. Entire working capital cannot be borrowed.

* If all 300 members do not have 12 rai of land for cultivation 
of mulberry, as ensisaged in porject, it will affect project.

* 7.5 kg of cocoon may not give 1 kg of raw silk, needs checking
* Processing of raw silk into silk should be added as final

phase to add more value to farmers and less dependendce on
private traders for marketing of raw silk.

4th ICA Japan Training Course, IDACA, Tokyo.
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The objective of agricultural co-operative is how to increase 
income of the fairmer members. There are many ways to help the 
farmers. One of that is the person v^o work in co-operative should 
have the knowledge about management, expectully the manager.

The fovirth ICA/Japan training course for strengthening manage
ment of agricultioral co-operative in Asia has provided me with an 
opportunity to learn and study in management of agricultural co
operative. For this training co;urse, I prepared some project for 
San-Pa-Tong Agricultural Co-operative Ltd. followed by the subject 
that I have learnt in ICA. By the writing of the project proposal̂
I would like to express my deep gratitude to MR. SWAD JALEARNSUK 
the manager of San-Pa-Tong Agricultrxial Co-operative Ltd. and his 
staff.

For warmest hospitality, I would like to thanMs for ICA staff. 
Specially to MR. M.V. Madane, the project director, vdio guided and 
helped me very much and very kind.

I would like to give my gratitude to Prof. Ramash Supta and the 
professor from IIMA, vrfio gave me an useful knowledge.

Finally, I would like to express my deep gratitude to the chair
man of CLT, MR. SURIN CHONPRASERT, the director of CLT, MR. NARONG 
MARUKATUT and all CLT staff v^o nominated and gave me a big chance 
to participate in the training course,

PORNRAT SAITONGSUK 
FEBRUARY, 1990
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1) San-Pa-Tong Agricultural Co-operative Ltd. (SAC) is located in 
Cheang-Mai Province in the northern part of Ihailand. It is 
far from Cheang-Mai centre about 22 km. Total members are 6,267 
persons in 13 sub-distric where is 31.43%ibf the total farmers.

2) Cropping pattern in this area is according to availibility of 
irrigation water. The farmers cultivate paddy twice a year 
and grain soyabean (some grain onion) one time a year. The 
production of soy. bean in this area is very good because of good 
climate and soil. Total production of soyabean in 1989 which 
San-Pa-Tong Agricu tural Co-operative Ltd. collected from the 
farmer is 4,150 tons (from area 18,495 rais)

Ihe members will sell their product to the society by 
transporting it from their farm to the society. Ihe price in 
1989 is 9 Bath/kg. After that the society will grade soyabean 
in 3 grades. (A,B,C). Grade A price is 11 Bath/kg. (30%) B and 
C price is 8-9 Bath/kg. (70%). All of the soyabean the Society 
w i l l  sell to the private factory. The farmer member can get 
a little value addition from grading.

3) Ihe market of soyabean .is very good because the government is 
promoting this commodity. This project suggest the society to 
process the soyabean into oil and soyabean cake to have addi
tional value. It is expected that this project will increase 
incoms of the farmer member.

Chapter 1
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4) This project would be implimented in the following phases
A. Set up the factory for processing the soyabean. Ihe estimeted 

budget is 140 million Bath
In the first period, the society will process only B and C 
grade (A grade will sell in the market directly) After 
processing, the society will sell the semi-refined oil to 
the private factory for further processing. The private 
factory will process it to pure oil and market it directly.
The soya-bean cake will also be sold to the private factory,

,B. In future, the society will set up a small factory to make 
the food for cattle and develope its own brand name. Finally 
set up a 1actory to make pure oil and run marketing activity 
in the name of San-Pa-Tong Agricultural Co-operative Ltaa.

Ihis project covers only phase A. Phase B is recommended 
for future implementation.

5) According to the financial analysis:P

IRR 29.5%

Net Present Value
at 12.5% 36,261

at15..0% 27,847

at 20.0% 13,009

at 29.5% 0

Break-even Point (in term of %) 83.5%
at 70% of capacity B.E.P. 58.45%
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Background

2.1 Overall situation

Soyabean is one of the economic commodity in Ihailand.
The demand of soyabean is more than the supply. There are many fac
tories which buy soyabean to extract oil and use soyabean cake as 
the input to make food for the animal.

But the government has the policy to limit the imports of 
soyabean and soyabean cake from outside country. And it want to 
promote and expand the area of soyabean to make supply balance 
demand,

One of interesting point is that the price of soyabean : 
cake is higher than the price of soya-bean because the factory which 
want the soyabean cake is more than the factory which process'soya
bean to be oil. imports of soyabean cake are given in table 1 .

I

Cost of production in last 5 years are given in table. 2.
Table 2.: Cost of soya-bean production in northern part 

of Ihailand

Year Cost (Bath/kg)

1983/8 4 5.49
1984/8 5 4.80
1985/8 6 4.67
1986/87 4.67
198 7/88 6.72

from : Agricultural Economic Research Division.

Chapter 2
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The prcxJuction/rai in 198 7-88 from the area in Cheang-Mai 
Provine is 205 kg/rais. (production area is 246,725 rais and total 
production is 50,597 tons)

And the price that the farmer can get as the farm price 
is 8-9 Bath/kg

2.2 Area of Project

San-Pa-Tong distric is in Qieang-Mai province in the
2northern part of Iha land. Total area is 890.586 km (556.616 rais) 

126,907 rais is the area for agricultural. Forest area is 392,300 
rais. Water area is 6,250 rais and others area is 31,159 rais. 1/3 
of the total area is the mountain and there are 3 rivers pass-through 
the San-Pa-Tong distric.

San-Pa-Tong Agricultural Co-operative Ltd. was registered 
in 1935. Now it has 6,267 manbers (January, 1990). It has a rice 
mill which began with 900 kg/day capacity. Later on the capacity 
was to 1440 kg/day. After that, it build 2 warehouses with 30,000 
kg. capacity for each one.

The operation of this society

The society has the objective to improve standard of living 
of the member by helping them in very possible manner. Some of the 
activities of the society are

1 ) to give credit to the members.
2) to accept deposits from the members.



3) to provide input supplies and the consumer goods to 
sell at the fair price.

4 ) to give extension facilities to the members.
5) to provide irrigation facilities.
6) to procure the members' production, (paddy and soyabean)
7) do processing to add values. They already have a rice 

mill and plan to have a soyabean oil mill.
8 ) to promote new activities to provide implement.
9) Social welfare.

The area that can grow soyabean plant in Oieang-Mai provice
\

devide by area of co-operative societies is given in table 3 

Table 3 : Area and Production in Qieang-Mai Province

_  :6 -

Cheang-Mai Province E>roduction area (rais) Production (tons)

i:*. San-Pa-Tong Agricultural
Co-op. 18,495 4,150

2. Hang-Dong Agricultural Co-op. 7,389 1,663
3. Ma-Rim Agricultural Co-op. 2,684 725
4. Praw Agricultural Co-op. 3,600 648
5. Jom-Tong Agricultural Co-op. 2,199 560
6. Doi-Tow Agricultural Co-op. 6,050 1,513
7. Ma-Sa-rang Agricultural Co-op. 216 50
8 . Ma-La- Noi Agricultural Co-op. 1,770 340
9. Ma-Hong-Sorn Agricultural Co-op. 1,324 299

Total 43,727 9,948



2.3 Problems faced by farmers

1 ) Tlie main problem is the uncertainly of the market price.
And their commodity is perishable. They have to sell it immediately 
which makes the price to go down during the harvest season. Since 
every farmer is trying to sell, supply increase and price of the 
product falls considerably and farmer gets low price.

2) Some farmer want to grow soyabean, but they face the water 
problem. Some area can not get the irrigation water.

3) The cost of input supply is higher year by year. It make 
the high cost of production.

2.4 Need and Justification for the project ‘

Since the society does not have the processing factory, the 
society sells the crop in raw meterial form. Aiid the member do not 
recieve adeguate price.

At present, the society procures many kind of crops from th  ̂
menibers. Ihe society processes only paddy through its rice mill 
and thus it can give good price to the farmers. If the society can 
process soyabean also into soyabean oil and soyabean cake, the 
society can get better price and can pay the farmers merrber by 
patronage refund (bonus). This way the society can achieve it ob
jectives by helping the farmers. To do this. The society has 
adeguate resoures such as

1 )  E n a u g h  land to build the factory and this location is 
very suitable because it is in area where farmers can grow 
soyabean. It will reduce cost of procurement and transportation,

2) The society have members who produces soyabean, and thus, 
procurement would be easy.

- 7 -
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3) Ihe government has the policy to promote and expand the 
soyabean through co-operatives. It is easy to collect the 
soyabean as much as the society want.

4) The society has experience in procurement of soyabean and 
it has good location and has the warehouses to keep the 
inventory and finished goods.

5) Soyabean is a good-return crop, compare to other crops,
because the price of soyabean.cake is very high. And the
demand is more than supply. The competiter is not much 
and the risik is not very high.

6) The labour cost is low because there are many and easy to
\

find local 'labour. It would save cost for socjiety and the 
members would get employment also.



Chapter 3 

Project

3.1 Ĉ j active

The basic objective is to increase income of San-Pa-Tong 
Agricultural Co-operative Ltd.'s merribers who grow the soyabean by 
set up the factory to process the soyabean into oil and soyabean 
cake. This project will include as below

1) Strengthening guidance and extension service including 
new technical know-how in paddy fields

2) to give credit to the farmer members as the fund to 
grow soyabean or give credit as a input supply form.

\
3) Colleĉ ting soyabean from the member at the fair price
4) to process the soya-bean to make value addition.
5) Pay-back the value addition to the farmer in form of 

patronage refund and devident refund in a high rate 
in the end of the year.

6) Give social welfare to improve the standard of farmers' 
living.

3.2 Area of operation

This project is located in San-Pa-Tong distric, Cheang- 
Mai province. It operates in 12 sub-districs (villages). It also 
covers other agricultural co-operatives in Cheang-Mai province.
This area can make production/year 9,948 tons in area 43,727 rais

- 9 -
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Ihe climate in this area is suitable for agricultural.
It can grow the plant in every seasons. In winter season the minitnun 
temperature is 4-5*c, in summer season maximum temperature is 35-40‘c 

Rainy season start in July. Maximum rainfall is in September about 
711.4-968.9 mm/year. The farmer grow soyabean in January-March.
It take time for 100 days to cultivate the soyabean.

San-Pa-Tong distric has a road connect to the highway of 
Cheangmai-Hod-Ma-Hong-Sorn. The society can set up the factory in 
the area 9 rais inside the society's area. As present, The society 
use project area as a demonstration soyabean farm for experiment and 

improve the growing pattern.

3.3 Project Component

This project can be implemented by San-Pa-Tong Agricultural 
Cb-operative Ltd. and can find the source of fund from the Bank for 
Agricultural and Agricultural Co-operative. (BAAC) at 9:.5% of 

interest rate.
Promotion to grow the soyabean

For this project, the soyabean that the society procure not 
enaugh to send to the factory. And for some members when they 
compare the co-operative price and marchant price if the marchant 
price higher than co-operative price they sell their product to the 
marchant. It made the procurement not much, lb solve this problem, 
the society should encourage the farmer to grow the soyabean by giving 
them credit and give extensive facilities such as irrigation water, 
technical how to increase the production per yield.
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Jv Procurement

In the past, the society procure the soyabean by the farmer sent 
•farmers* their product, to the society and the transportation cost 
.10 Bath/kg. was included the soyabean price. This way some member 
have some problem in transportation because some have pick-up car, 
some did not have. To slove this problem the society try to give 
service by send the pick-up car or vehicle to recieve the soyabean 
at their farm.

After procurement, the society grade the soyabean in 3 grades 
sell A grade directly to the private merchant, B and C grade will 
sent to the factory to precess to make oil (semi-refined oil) and 
soya-bean cake.

Processing

The society will process soyabean by extract method. The
factory have 50 tons/day capacity. It will work 24 hours in 3
shifts. In 1 month work 28 days and in 1 year work 10 month.

Ihe capacity in first year is. 70%, the second year is 80% from 

the third year to the future is 90% of capacity.

The ratio of raw meterial to make production is below

Raw Meterial

1) Soya-bean 1 ton.
2) Haxean 5 kgs.

Production

1) Semi-refined oil 160-180 kgs.
2) Soyabean cake 770 kgs.
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For this processing section, it need factory manager to manage 
the work in the factory seperatily and the work can find easily in 
the area

For all production, the society sell to the private factory
with has contract to recieve the production by recieve from the
society. In this way it make the society to save transportation 
cost

Marketing

The distribution channal is to sell to the private sector. For 
the oil, the private factory will process to make it pure again and 
do the marketing activity such as prcxnotion, advertising, packaging

r '
by itself. The reason why the society is not do marketing activity 
because it need very high cost and want the experience person to do 
it. For the society j'hould to start in the simple thing and develop 
to expand the activity in the future. Only the investment cost of 
factory it use a high cost and want time to g'et payback period

Extensive service

The San-Pa-Tong Agricultural Co-operative Ltd. will coordinate 
with the government officer in their district or province or the 
Co-operative League of Thailand (CLT) for giving the knowledge in 
Co-operative system and new technology of soyabean planting. The 
objective will emphasis in how to plan about selecting the varieties 
of soyabean, what time they should grow and if the members get problem, 
the society will coordinate with the expert institute in that 
problem to help the farmers.
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This project suggest the society to set up the factory to make 
soyabean into oil and soyabean cake. The detail of each operation 
will relate to each component. The activity are below

1. To give credit to the members.
The society will give the credit to the farmer members in 

the low rate of interest. The society should to give the credit in 
the supply input such as seed, fertilizer, preticide, etr instade to 
give cash to them. Ihe reason is in this way it can garantee that 
the farmer use the money in the right purpose because sometime the 
farmer use the money in other pixrpose and when they want to buy 
input supply they have not enough money. Another reason is the 
price of input supply in the society is lower than the others shop.

The source of fund in this purpose come from
- borrowing from BAAC.
- Acception deposit from the members.
- Cash Flow.

Not only give credit and input supply to the members the 
society also give extensive facilities to the member such as

- irrigation facilities.
- giving new technology of soyabean planting

2. Procurement

The society procure the soyabean from the members and send to 
the processing section but for this factory the purcuranent from the 
members not enough to reach the capacity. So, the society will

Chepter 4

Details of Operation
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procure some more from the other societies and other farmers. 

 ̂ Ihe detail in cash year is below

from month ji quantity(ton) ; total

The first year members April 9,000
others September 3,000

- others December 1,720 13,720

The second year members April 9,000
others September 4,000
others December

1
2,680 15,680

The year member April ■ -9,000
others September 5,640
others December 3,000 17,640

The others means others society in Cheang-Mai Provice and the 
Province nearby. If not enough they will buy from the other farmer.

The procurement section will collect the soya-bean from the 
members by the farmers tr^sport their product to the society. Tlie 
society give the price follow by the market price and include tran
sportation cost , 10 0/kg,.

Afterthat the member will get the incomeimmediatly in form of 
input supply or consumer goods. If they want the cash they must be 
waiting for 2-3 days because it is the condition of the society.

Ihe proCTirement section will check the quntity before send to 
grading. And after grading they will send B grade to the pro
cessing factory.
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After processing, the procxirement staff in the factory will 
procure the production and prepare to send to the private factory 
follow by the marketing section order.

3. Processing Section

The factory will recieve the soyabean in B and C grade from the 
procurement section.

Most of extraction process has 2 methods. One is the small 
factory.use the screw press marchine. The cost in this way is not 
much»b,ut the loss/o¥'oil rate is very high. Even it has a low cost,
but it can not give a good quanlity^of production.

Another way to extract the oil from soyabean must have a high 
cost. It is a big factory and use solvent extraction method. It 
reduce the loss rate of oil and get the good quanlity of soyabean 
cake.

This project have a data from China National Machinary Imp. 
and Exp.Crop. (Zhejiang Branch). The marchinery is the excell system 
and can get only the semi-refined oil. If the society want to make 
pure oil it need very high cost. So, in this phase this project 
should to process the semi-refined oil. After that it should try 
to develop to make pure oil in its own brand.

The step to make semi-refined oil and soyabean cake is below
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Technology

Method : Solvent Extraction. From China National Machinery Imp. 
and Exp.Corp.

make it cold make in small pieces Soya-bean c^e 
for m a k e   ̂the 
food for animal
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1. Machinary from China
Capacity 50 tons of raw meterial/24 hours

2. The marchin work 24 hours, 28 days/months, 10 months/year
3. Capacity

The detail of cost and expenditiire in processing section.

1 ^̂ year , 70%
2nd year 80%
3rd future 90%

4. rate of raw material product.
raw material product
Soya-bean 1 ton 
Hexane 5

5. Cost

semi-refined oil 170 kg.
c a n g e ^

Soya-bean cake 770 kg.

- Soya-Bean 0 8.12/kg. (include transportation cost 0.10/kg.) 
(average price in the north part in last 3 year)

- Hexane ^ 10/kg
- semi-refined oil 0 19.65/kg

- Soya-bean cake 8.89/kg
6. Labour & Staff

Administration section 1,548 , 000/year 
Processing section 0 1,926,000/year

7. electricity 500 KVA
- 174 0/KVA for factory
- 1.23 B/K-VA-hour for office

8 . Fuel for steam marchinary 77 liter/1 ton of raw meterice 
price 3/liter

9. Packaging for saya-bean cake 0 165/ton
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10. other expenditure for factory 0.5% of raw meterial cost
11. other expenditure in management 0.15% of revenue
12. tax 1.65% of revenue
13. Investment cPolicy

1) Investment for set up the factory «& rjiachinary from 
San-Pa-Tong Agricultural Co-operativ6 Ltd.

2) Fund Flow of BAAC 
interest rate 9 .5%/year 
pay-back in 10 years
value of pay-back money is equal value of soya-bean 
in each month

3) Plan for buy the raw-meterial
1— year 13,720 ton
2*̂*̂ year 15,680 ton
3-10 year 17,640 ton

4) Ihe profit in each year will use to be fund flow 
80% for decrease the amount of loan of BAAC

14. - Maintainance
aiilding 0.5 - 1.0%
Marchirary 0.5 - 2.0%

i car 5.0 - 10.0%
i

1$. Insurance 0.4% of value of asset
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investment

Cost of improve the land 
Building
Machinary & equipment 
Expenditure before operation 

1t)tal I

13.90 million 
33.61 million 

2.00 million 
51.51 million

2 \ million

Investment in building
1. Godown (30/60 mi
2. raw meterial shed & tank 500 ton (9/16 m)
3. preparation shexi (9/12 m)
4. 1®̂  extract shed (9/18 m)
5. solvent extraction shed (9/24 m)
6. cold storage
7. Hexane tank
8 . boiler shed (10/20 m)
9. fence

1 0. sluice (left of water system)
11. Electricity control room
1 2. others

(million Bath)
4.50
1.50 
0.80 
0.40 
2.20  

2.00  

0.50, 
0.40 
0.80 
0.30 
0.30 
0.20

Total 13.90
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Investment in marchinary & equipment

1. Solvent Extraction marchinary 600,000 15.60
2. Screw Press marchinary (2 sets) 70,000 1.82
3. electricity system 50,000 1.30
4. boiler (6 tons) 60,000 1.56
5. oil tank 35,000 0.91
6. Chemical equipment 11,172 0.29
7. import tax 6.44 27.92

Buy in the country
8 . accumulator 0.70
9. weighting marchinary (30 tons) 0.35

10. rickshaw 1.00

11. lapping motor 0.75
1 2. pick-up car (1 ) 0.26
13. cold storage (2 set) 0.10
14. underworld pool 0.80
15. others transport equipment 0.30 4.26

Installment
16. marchinary installment 0.8 7
17. service & transport 0̂ 56 1.43

Import U.S.Dollar million Bath

Total 33.61
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Distribution Channel

After procurement the crops. The society will grading the 
soya-bean in 3 grade. Ihe ratio of 3 grade is

Grade A 30%
Grade B & C 68%

lojss 2%

For A-grade the society will sell directly to the merchant.
It make a good price, In 1983, the cost of soya-bean (farm price) 
was 0 8-9 vAiile the price of A grade was 0 11. But the price for 
B & C grade that sent to the private factory was only 0 8-9

Distribution Channel Chart I

4. Marketing

For B & C grade will send to the factory to make soya-bean 
oil and soya-bean cake tefore sell.

Ihe situation of soya-bean product is in the competition 
market. Now, there are at least 6 brands of soya-bean oil and they 
have a high cost in advertising (expectully in television, cost 
for 1 minite is 10,000-15,000 0K For this project, the society 
will have a contract with a private factory in a guarantee price.
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Because the oil that the society produce is the Semi-refined
oil, the private factory will process to make it pure again and use 
their own brand. And the price of semi-refined oil last 6 years is 
below :-

4 The wholesale price of semi-refined oil

unit bath/kg.

year JAN FEB MAR ARI MAY JUN JULY AUS SEP OCT NOV DEC AVERAGE'

1983 15.01 14.99 ■15.01 15.00 13.07 15,04 IS.'05 15.07 15.8 7 18.2& 20.44 20.63 16.29

1984 21.63 22.52 20.90 20.72 21.25 21.35 21.75 21.00 21.25 21.25 21.25 - 21.35

198*5 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50

1986 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.40 18.40 18.65 18 .12

1987 18.75 18.75 18.25 17.75 17.75 17.15 17.75 17.75 19.75 21.75 22.25 23.25 19.29

1986 24.25 24.25 24.25 24.25 20.64
t

19.00 19.00 19.00 19.25 21.50 21.50 21.50 21.53

FROM : Domestic trade Department

Ihe project use the average price for last 3 years. Thus, the price 
of soya-bean oil is 0 19.65/kg

Distribution Channel Chart

Soya-bean 
from 

the member
procurement society processing ---------^

Society's 
factory

sell' Private
factory

processing

Private
factory

-»consumer
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Becaiase the society is in the good location. It is very convenient 
to transportation So, every activity will done at the society. Many 
private factory give tiie condition to the society that they will get 
the transportation cost by recieve the oil from the society.

And the supply and demend of oil consiomption in Thailand in the 
year 1988-89/1996-97 is in table 5,.
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For the soya-bean cake will Use the same Channel

Soya-bean 
from 

the member
procurement society processing consTjmer

From table 1 in^:Chapter2, It showed the demand and supply of 
soya-bean cake. The demand was more than the supply, so it made the 
price of soya-bean cake is very good. In the case of Thailand the 
price of soya-bean cake (0 8.89) is more than the price of soya-bean 
(3 8.12)



Generally the sturcture of co-operative has 3 sections. Member, 
Broad of directer and Management to achive the objective of the so
ciety. In the existiry structure. Of the society, on other section 
for Soya-bean processing will be added.
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Chapter 5"

Organisation and Management
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- Financial

- Accounting
- Credit
- deposit

- pracurement

- Selling
(imput, consumer good)

- Public Relation 
(co-ordisnetor)

- cleaner :
- driver
- general worker
- security

TasK and Functions.

1. Members

- To cultivate soya-bean plant in their land.
- To sell the soya-bean harvest to the society.
- Join the society meeting and give the suggestion how to improve 
the society in the meeting.

- Join every activity in the society sucĥ ŷing input supply, 
consumer goods, deposit etr.

2. Broad of directer
To create the policy to fullfill the objective of the society and 

collaborate in the activity of the society.
3. Management Section

- General Manger.
To manage the society excute , fc.he policy of the broad of director 

'and supervise the staff. He will have 1 assistant.

In this project the general manger will head 2 section. One is 
administration section and the other is processing section.



The task of this section are :
a) Financial

- to control and check cash -receive & payment.
- to record and do accounting.
- to consider and give credit to the members.
- to take deposit from the members.
- to pay the money in order of the manager.
- to make the financial reports.

b) Marketing
- to plan the implementation of the procurement system.
- to sell the input supply.
- to sell the consumer goods.
- to promote the marketing activity and find the market! 
for the output.

c) General
- to co-ordinate and give facilities to evejry section
in the society as the center of the message. >-

- to promote and recieve the information/suggestion,
- Report the ̂ rogresa'<of the work of every section every 
month to the general manager.

 ̂28 -

- Administration Section

- Processing Section

■Hie tasks of this section are ;
- to control the guanlity and guantity of the product.
- to develop the factory how to decrease the cost of 
production and how to increase the efficiency of the 
factory.



- to produce the product as the marketing section want.
- to take stock inventory of the product yielded.
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Ihe number of the staff and labour is 61 persons

Position Person Wage/month Wage/year

Administration Section
General Manager 1 18,000 216,000
Assistant Manager 1 15,000 180,000

Chief of financial sector 1 9,000 108,000

Accountance 2 8 ,000 192,000
Financial person 2 8 ,000 192,000

Chief of Marketing sector 1 9,000 108 , 000

Procuremment ' ̂ 2 3,000 72,000
Seller 2 3,000 72,000
Chief of General secter 1 9,000 108 , 000

Co-ordinater 2 8,000 192,000
Cleaner 1 1,500 18,000
Driver 1 2,500 30,000
General worker 1 2,500 30,000
Securitŷ gurad 1 2,500 30,000

Total 99,000 1,548 , 000
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Position Person Wage/month wage/year

Processing Section

Factory Manager 1 12,000 144,000
Assistance Manager 1 10,000 126,000
Accounter 1 8,000 96,000
Salesman 1 7,000 24,000 .

'!

Technical 3 8 ,000 288,000
Chief of worker 3 5,000 18 0,000
worker 30 3,000 1,080,000
driver (truck) 2 2,500 60,000
driver (tractor) 1 3,000 36,000
cleaner 1 1,500 18,000

Tbtal 60,000 2,106;000



1. Assumption in financial analysis

Financial analysis has been made keeping the assumptions in 

the detail of cost and expenditure in processing section (chapter

5, page 17)

2. Solution /

From that assumption by using computer to calculated, the 

solution is below:-
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Chapter 6

Financial Analysis

Year

Soyabean Project

0 1 8 9 10

Investment 51510

Soyabean (Tons) 
Capacity
Graded into %

Grade A 30 % 
Grade B &C 68 % 
Loss 2 %

13,720 15680 17640 17640 17640 17640 17640 17640 17640 17640 17640
70% 80% 90% 9 0 % ^ %  90% 90% 90% 90% 90% 90%

4116 4704 5292 5292 5292 5292 5292 5292 5292 5292 5292
9329.6 10662 11995 11995 11995 11995 11995 11995 11995 11995 11995
274.4 313.6 352.8 352.8 352.8 352.8 352.8 352.8 352.8 352.8 352.8

Production per kg of Soyabean
Grade A 

oil 
Cake

Revenue PriceAg 
Frcm Grade A 
From oil 
From Cake 

Total Revalue

I 4116 4704 5292 5292 5292 5292 5292 5292 5292 5292 5292
0.17 1 586 1 813 2039 2039 2039 2039 2039 2039 2039 2039 2039
0 . 7 7 7184 8210 9236 9236 9236 9236 9236 9236 9236 9236 9236

II 45̂ 76'- 511744 58212 58212 58212 58212 58212 58212 58212 58212 5821
1 9. 6 5 31166 35618 40070 40070 40070 40070 40070 40070 40070 40070 40070
8.89 6 3 ^  72987 82111 82111 82111 82111 82111 82111 82111 82111 82111

140305 1 60349 180393180393180393 180393180393 180393180393180393 180393

Cost ;
g iY .
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per tjm B/imit

Soyahean 1 8.12 111406 127321 1432361143236 143236 143236 143236 143236 143236 143236
HaJien (in tens) 0.005 10 466 533 600 600 600 600 600 600 600 600
Fuel (In It.) 0.077 3 2155 :3463 -'2771 2771 2771 2771 2771 2771 2771 2771
Packaging far Cake 0.165 1185 1355 1524 1524 1524 1524 1524 1524 1524 1524

Factory Overhead as % of
rew material cnst 0.5% 379 433 487 487 487 487 487 487 487 487

Maintenance % of revenue 0.75% 1052 1203 1353 1353 1353 1353 1353 1353 1353 1353
Tax % of Revenue 1.65% 2315 2646 2976 2976 2976 2976 2976 2976 2976 2976
Interest cn Working Coital 4921 5624 6327 6327 6327 6327 6327 6327 6327 6327

ToTal Variable Cost 123880 141577 159274 159274 159274 159274 159274 159274 159274 159274

Ccntributicn 

Fixed Cost

16425 18772 21118 21118 21118 21118 21118 21118 21118 21118

aalary 2106

Inflation 10% 2106 ' 23117 / 2548 2803 3083 3392 3731 4104 4514 4966
Electricity 89 89 89 89 89 . -89 89 89 89 89 89

Insurance % of value
Of investmgi 51510 0.40% 206 206 206 206 206 206 206 206 206 206

t̂otal Fixed Cost 2401 2612 2844 3098 3379 3687 4026 4399 4810 5261
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Soyabean Project

Investment Analysis: 

Year

Investment 51510 

Cash Inflow 

Cash IXitflcw

0 1 10

140305 160349 180390 180390 180390 180390 180390 180390 180390 180390

126282 144189 162118 162373 162653 162962 163301 163674 164084 164536

Net Cash Flow -51510 14024 16160 18275 18020 17739 17431 17092 16719 16308 15857

Cun. Cash flow - 51510 -37486 -21326 -3052 14968 32708 50139 67231 83950 100258 116115

Pa^teck Period 3 years

RR 29.5%

Net Present Valvie at

12.5% 36261
15.0% 27847
20.0% 15009

Benefit Cost at ' 12.5% 15.0% 20.0%

P.V. of Benefits 947262 855335 708966
P.V. of Costs 906468 823310 690955

Ratio 1.045 1.039 1.026
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ESTIMATION OF WORKING CAPITAL REQUIREMENT 

Planned Production 50 tons per day

At 70% Capacity, Rav? Material .Processed 13720 tons in a year

Price Ratio of Consumption Months Value in
('000 this use per month in in Stock Stock
B/ton) to R.M. tons

Raw Material : 
Soyabean 
Haxena 
Fuel in '000 

Liters 
Packaging

,8.12 3111143.3 • 3
10 0.005 5.7 2
3 0.077 ;88.0 1

0.165 f)0l77 ' 880.4 1

27852
114

:6fi64

145

Finished Goods
Oil 19.65
Cake 8„85

0.17 194.4 1
0.77 880.4 1

3819
7791^

Accounts Receivable

Oil
Cake

19.65
8.85

Cash for Operating Exp.

0.17 194.4 1

0.77 880.4 1

Total Working Capital Required 
Interest Rate 9.5%
Interest Exp. on Working Capital Loan

3819
7791

__200
51796

4920.6



Calculation of Break-even Point using 1st year data

Total Cash Outflow 126281

Variable Cash Outflow 123880

Fixed Cashoutflow 2401.4

Sales 140305

Contribution Margin as % of Sales 10.00%

Instalment on origional investment to be paid

Total Investment 51510

Capital Recovery Factor

@ 9.5% for 10 years 5.5364

Instalment Amount 9303.8

Total Fixed Cash Expe. 11705.

Break-even Point 117107

(in terms of %) 83.5% ,
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If the society want to process all the soyabean (grade A, B 
and C) The solution is below

1) IRR 15.%
2) Payback Period 4 years
3) Net Present Value at

12.5% 5,550
15.0% ~ 719

20.0% - 6 , 5 ^ 0

i*) Benefit Cost Rate at 12.5% 15.0% 20.0%
P.V. of Benefits 924,636 834,905 692,032
P.V. of Cost 918,392 834,078 699,880
Ratio 1.007 1.001 0.989

5) Contribution Magin as % of Sales 6.50%
6) Break-even Point (in terras of %) 131.4%

It means that the society should not to pnocess A grade.
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3. Sensitive Analysis
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The budget of this project in the first operating has been given below

1) Revernue
Grade A 45,276
Oil 31,166
Cake 68,864
Total 140,305

2) Cost
2.1 Variable Cost

- Soyabean 111,406
- Haxcan i»66

- Fule 2,155

- Packaging 1,185
- Factory Overhead 379

- Maintainance 1,052
- Tax 2,315
- Interest of Working Capital 4,921

Total 123,880
2.2 Fixed Cost

- Salary (inflactor 10%)
- Electivity
- Insurance

Total
Total Cost 

Surplus 
NOTE UNIT : BAHT

Interest rate 9*5%
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Chapter 7

Budget
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Chapter 8

3.1 Benefits of the project
By inplementing the project following benefits can be enumerated.
1. Farmer members can sell all of their product to the society.

It means they will have certainly market and it reduce the 
risk that they cannot sell their product.

2. The society can expand the factory and have a chance to 
develop the marketing activity by used his own bran and 
this way can help the farmer to get the quanlity goods in 
a fair price.

3. The project can increase income of the farmers concerned 
by buying, processing and pay the devident payment and 

patronage refiand back to the farmer in a high rate.

4. Ihe financial analysis reveals that the total investment 
cost is 51,510,000 Bath; the profitability is 10 with
an internal rate of return 29.5% and a pay-back period of 3 

years.

Recommendation

1) BAAC should to help the society to give credit in the lower 
rate.

<L-
2 ) The society should to coordinate with the forign collaboration 

because many country want the soyabean cake and the cost of 
investment in Thailand is low \ ên compar-ftheir country.



San Pa Tong Agricultural Co-operative Ltd, 

Balance Sheet 

as at 30 June 1989
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Asset

Current asset

Cash/Bank deposit 

A/C receivable 

on Trading 

on loan 

others 

Table A/C receivable 

less doubful debt

Net A/C receivable 

interest to be received 

less doubful debt

Net interest to be received 

Paddy inventories (at year 1987/88) 

Rice inventories 

Paddy inventories 

Inventories

less Provision for loss 

less Provision for can not use 

Net inventories 

Materials

Other current asset 

Total Current Asset

Bath

1989 1988

847,511.37 1 ,095,274.56

1 ,234,942.05 1,636,767.05

66,937,380.50 64,364,300.50

53,719.40 160,195.07

68,226,041.95 65,161,262.62

615,539.95 715,665.36

67,610,502.00 65,445,597.26

786,368.90 1 ,333,332.10

178,732.08 160,946.60

607,636.82 1 ,172,385.50

0.00 2,983,056.96

0.00 67,304.20

9,082,827.62 0.00

17,570,898.77 15,042,501 .70

97,937.84 97,937.84

0.00 24,228.28

17,472,960.93 14,920,335.58

676,136.70 298,896.00

315,661 .37 77,533.59

96,613,236.81 86,060,383.65



Land 2,913,638.08 1,227,285.41

building 143,306.61 124,222.19

Engine/equipment 1,280,217.67- 527,701.00

Vehicle 500,473.37 376,981.25

Office equipment 0.00 6,232.00

Toilet Construction 5,581,251.97 3,079,038.09

Total Fixed Asset 907,963.43 . 2,315,874.48

Total Asset 103,102,452.21 91,455,296.22

Liabilities and Co-operative own fund-

Current Liabilities

Borrowings 19,517,961.. 94 27,886,829.61

Contract payment bill 24,478,950.00 0.00

A/C payable on trade 1,043,111.79 386,321.81

Long term loan to be paid in a year 16,983.71 27,393.05

Deposit 23,915,707.27 31,820,372.61

others Current Liabilities 1,500,912.78 723,289.86

Total Current Liabilities 70,473,627.45 60,844,206.94

Long-term Liabilities

Long-term Borrowings 85,845.72 127,000.00

Others 1 ,567,857.52 2,825,097.34
Total Liabilities 72,127,330.73 63.796,304.25

Co-operative Own Fund
Share Capital 20,271,800.00 18,167,100.00
Reserve Fund . 6,052,952.34 5,536,258.76
Others Reserve 1,097,918.60 1,251,179.60
Net Profit/year 3,552,450.54 2,704,453.58

Total Co-operative own fund 30,975,121.48 27,658,991.94
Total Liabilities andi Qxp. own fund. 1Q3« 102,452.21 91 ,455 , 296. 22

-  40 -

Fixed Assets-net 743,616.24 816,616.24
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4th ICA Japan Training Course, IDACA, Tokyo.

Comments/suggestions made on the Project prepared
■T-Wt'

Miss Pornfut Saitongsuk, 9‘alrraland 
(other those made by the groups)

* Marketing of finished product is dependent on private 
traders. In order to avoid risks, long term agreement 
may be necessary.

* Break even point calculation is wrong due to wrong calcula
tion of contribution.

* In sensitivity analysis, risk factor should be taken intc 
consideration. If no processing done at all, waht value-
addition may accrue to the farmer should be identified.

* Insurance on land etc. should be rechecked.
* In the cash budget the entire revenue is put under profit.
* UNder sources of funds for new activity, entire money 
is to be raised from loans only. New activity also must 
involve members' participation by way of new share 
capital participation.

* Backward integration with farmers, association of farmers 
with new venture his role in it and sharing of benefits 
with farmers are to be included.
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Comments/suggestions made on the Project prepared
T W  V.'Miss Pornfut Saitongsuk, Tahialand

(other those made by the groups)

* Marketing of finished product is dependent on private 
traders. In order to avoid risks, long term agreement 
may be necessary.

* Break even point calculation is wrong due to wrong calcula
tion of contribution.

* In sensitivity analysis, risk factor should be taken int( 
consideration. If no processing done at all, waht value-
addition may accrue to the farmer should be identified.

* Insurance on land etc. should be rechecked.
* In the cash budget the entire revenue is put under profit.
* UNder sources of funds for new activity, entire money 

is to be raised from loans only. New activity also must 
involve members' participation by way of new share 
capital participation.

4th ICA Japan Training Course, IDACA, Tokyo.

* Backward integration with farmers, association of farmers 
with new venture his role in it and sharing of benefits 
with farmers are to be included.
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