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PARTICIPANTS

1. "  Rajfulbaria C o o p e r a t i v e  Poultry Project

by Mr Mohd. Nurul Hoque, B a n g l a d e s h -

2. Sanhe C o o p e r a t i v e  C h i c k e n  Feed Plant

by Mr R o n g  Jun, China.

3. Integrated C h i n e s e  O n i o n  Project

by Mr H u a n g  Yadong, China.

4. Fruit Proces s i n g  Unit at Narkhed,

by Mr Ziley Singh, India.

5. Cotton Processing and M a r k et in g Project,

by Mr Raj Pal Gaba, India.

6. Red Pepper P o wder Plant Project,

by Mr Sh in  Kie Yup, Korea.

7. Meat P rocessing Mill

b y '^ r K y u  H y u n  Lee, Korea.

8. Integrated Sheep R e a r i n g  and Marketing Project

by Mr Ku M o h am ad  Rodzi, Malaysia

9. Cotton G i nning P r e s s i n g  and Oil Extraction Mill

by Mr I sl am  Madni, Pakistan

10. Small Farmers I n t e g r a t e d  Marketing Cooperative

Project by Ms A m e l i t a  Provido, Philippines.

11. Integrated Paddy P r o c e s s i n g  and Marketing Project
by Ms E di th  Susan Valdez, Philippines

12. Modernisation of D e s s i c a t e d  Coconut Factory,

by Mr M.B.R.Perera, Sri Lanka

13. Dessicated C o c o n u t  P r o c e s s i n g  Factory:

Modernisation P r o g r a m m e  : By Mr C .A .C .F e r n a n d o ,

Sri Lanka.

k1 4. Processing Plant for Feed  Mix Mill Project
by Ms Maroura Sutanun, Thailand.

Integrated F a r m i n g  Project
by Mr S urya Thuramavaro, Thailand.
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This project report has been prepared as an integral part of 

the 5th ICA Training Programmeo Special care has been taken 

during data/information collection»

The expetise developed through training course held in Nev; 

Delhi has been helpful in this task. Therefore, I am grate

ful to the ICA authority as well as the faculty members of 

the IcIoMo Indiao

I am also grateful to the following persons for their help 

and cooperation

1. Mr» Md. Habibur xRahman Sarker,

Chairman, Bangladesh Samabaya Bank I;imitedo

2o Mr, Al-haz Liaqut Ali,

Chairman, Bangladesh Jatiya Samaba^'-a Union.

3. Mr. Golam Ali Quaderi,

Vice-Chairman, Bangladesh Samabaya Banlc Limited.

Mr. Md. I'Turul Hoque 
Manager, Projects,

Dated, Dhaka, Bangladesh Samabaya Bank Ltd<
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CHAPTSR - 1,0 

S U M M A R Y

1 o Name & address of 

the projecto

2.
3o

4.

5.

7<

9<

Project Area

Total initial 

investment

Total estimated cost

(including interest dur
ing construction)

Source of funds

Debt/equity ratio 

Installed capacity

Capacity utilization 

Produc t/By-pr oduc t

10e Implementation schedule 
& period

11. Organisation & Management

12o Operational Management

13. Origin of Machine

14. Economic life of the 
project

1 5 . Source of raw materials 

IS, Target group

R/iJEULBAHIA COOPERATIVE 

POULTRY PROJECT o 

Village: Rajfuloaria,

Post : Rajfulbaria,

Upa z ila: Savar,

Disto : Dhaka, Bangladesho

Tetulzora Uniono 

Taka 1,08,70,250

Taka 1 ,10 ,95,250

Share capital, aids, grants

& debto

80 : 20

20,000 Birds (1,20,000 birds 

yearly)

100%

Broiler.

10 monthso

Board of Directors

Total 21 staff headed by Manager

Local

10 years

Society/Local farmers

Farmers member of Tetulzora 

Uni on o



CHAPTSR^2.

2o0 Background:

Bangladesh is a developing countrjo It expresses its indentit3̂ 

over a land of 55,598 sq, miles with a population of 110 million 

of her breast o It is pro«-dominantly an agricultural onco About 

85% population of the country depend on agriculture for their 

livelihoode In agriculture sector, seagoi^al un-employment is a 

common issueo The farmers are not getting remunerativo Jirices of 

their produces due to lacK'of proper marketing system» Moreover, 

they are being exploited by the village money lenders as v/ell as 

dishonest traders* In such way the farmers are losing their land 

and the number of landless farmers are increasing day "by day. To 

face such situation and save the farmers from landlessiS^ss there 

is need of implementation of agricultural projects wh^ch may 

create employment opportunities as well as add additional vr.lue 

to their produces giving remunerative prances of their produces<= 

Keeping the above view in mind, I have identified this paultry 

project to implement by the farmers on coopejjative basis.

2»1 Overall situation:

In Bangladesh food crisis/nutrition shortage is one of the major 

problemSo Although, some food items like pOwder milk, rice,wheat, 

edible oil etc, are imported to meet the requirements there re

mains shortage of the food like beef, mutton, chicken, eggs etc«
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Thero are a fov/ paultry farms v/liich are quite insignificant to 

meet the total requirement of the country»

Over^a 11 situation of the ':roject area;

The over all situation of the project area is given below

Area of Tetulzore Union 

Total population 

I'armor house-4iold 

Cultiviablo land 

one crop area 

Two crop area 

Three crop area

42=25 sq„kra, 

21,325 

3,246

4,050 acres 

405 acres 

2025 acres 

1620 acres

c o2 Production:

Paddy 

Wheat 

Pulses 

Oil seeds 

Vegetables

14,490 MT

15,525 MT

517 o50 MT 

567o00 MT 

3,450 MT

The project urea„,is purely agricultural and there are some 

promotional organisations like 3avar Dairy Farm and Farmer 

Training Institute in the areao



2,3 Avai 1 abi 1 ity of Agricultural Produce^

This Tetulzora Union ioe„ progoct area has been experiencing 

surplus in respect of all produceso Tho production of paddy, 

wheat, oil seeds, pulses i d  vegetables of last five years 

are shown below

Production
Year

1989-90
Year Year

1987-88
Year

1986-87
Year

1985-86

1 o Paddy 14490 14030 12130 13300 11500

2 o Wheat 1552o5 1340 1440 1150 1570

3o Oil seeds 567 430 516 510 508

4o Pulses 517 477 488 500 400

5o Vegetables 3450 3400 3040 3110 2110

Total: 20577»5 19677 17614 18570 16088

After consumption as food and seeds about 35% of the above

produces are marketable surplus which amounts as follows

Year
1989-90

Year
1988-^89

Year
1987-88

Year
1986^87

Year
1985-86

Market surplus 7201„95 6886c95 6164 o 90 6499o50 5630.80

Assumption: 20% of tho total produces will be used as ingra

dients of food for birds which is the main raw materials of the 

proposed projecto
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2„4 Existing; Coopeigtive GociGti_e_s;

At presont, there are 145 agricultural cooperative societies 

in Savar Upazila and there are about 56 other cooperative in

cluding 8 Fishermen Cooperative Societies» The Agricultural 

Cooperative Societies in -.ho project area are almost dead duo 

to lack of financial support= These group of cooperative mem

bers will be taken together to form the proposed union-based 

cooperative society<>

“5 Area of pro,iect;

The proposed project will cover the entire area of Tetulzora 

Union and initially every farmer house-hold will be a member 

of the societyo The farm labourers v/ill also bo subsequently 

included in the Cooperative so that they can be provided em

ployment opportunities for their livelihood» The pro.ject v/ill 

be situated at a suitable place»

2o5 Problems faced by the farmers:

Due to absonso of any processing or marketing activities the 

existing cooperative farmers are not getting any remunerative 

price of their produces= Very often they are being exploited 

by the local traders..
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~̂QQ^ justification of tho project j

■Through implemontation of tho projoct, the farmer members 

v/ill get higher price of their produces as ivell as addi- 

tiono.! benefit out of th,. profit of the projecto Moreover, 

the farm.er members v/ill enjoy ovmership of this project 

v/ith employmont opportunities» On tho other hand it v/ill 

bo supportive to the nation in respect of food productiono 

It will also develop cooperative sense in the loeoplo and 

thereby promote cooperative leadership„



CHAPTER=3

»: 7

5 ^j_ectives;

Tho main objective of the project is to increase the income 

of the farmer members by providing remionarative price of their 

produces,, The project v/ill use the members' produces as raw 

materials and also distribute among them divident as well as 

incentive price»

The other objectives of the project are as follows

- To provide necessary guidelines and services to the mem-

bers to increase the productivity of their farms ;

To remove the impact of unemployment ;

- To stimulate systematic cooperative activities ;

- To reduce the exploitation by the private traders ;

- To strengthen the cooperative movement«

3o2 Area of operation:

Rice, Wheat and others produces will be procured from the 

membcr-farmors of Tetulzora Union for the projoct and the 

product of the projoct v/ill be marketed to the follov/ing 

nearby sales certroo
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Market soKment Distance from the -pro,loot

* Savar University 5 km

* Savar Cantonment 4 km

* Public Administrative Trading
Centro (PATG) 2 km

* Savar Radio Centre km

* market 2 km

* Dhaka (Capital) City 25 Ion

* ManikgonJ District Town 46 km

* Dhamrai Upazila Tovm 10 Ian

^-product utilization:

The main by-product of the paultry pro.joct is faocos. 

Generally, it is uses as organic fertilizer as a substitute 

of inorganic fertilizers like " Urea, TSP, MP and DAP which 

are more costly. This by-product will be distributed free of 

cost among the farmer-members according, to their share in 

supply to the project=

No doubt the application of this by-product v/ill increase 

the agricultural productivity and v/ill reduce the production 

cost of the farncr-raenbors.

3o3 Project components:

Basically, there is only one main product of this progecto 

But the activities of the pro.ject may bo divided into throe 

stages like (i) Raw m.aterials procurement from farmers (ii)



plant oporation i,e, production activitios and (iii) 

marketingo

 ̂̂  ̂ a c tiviti_G_s_:

The farmer-members v/ill individually, supply their produces 

at the plant levelo It v/ill bo used to prepare balanced food 

for the birds of the projectc

(ii) Plant operation:

Plojit operation v^ill include the follov/ing activities 

Food preparation ;

- Feeding, drinking, checking the birds ;

Medical care ;

Grading of birds«

( i i i )  Marketing:

The finished product or disposable broiler (optimum size 

birds) will be stored in another room for salOo The marke-- 

ting section will ensure timely sale of the products
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aiAPTER-^

DETAILS Oj? OPER'ITION

° The Plant Capacitjî

The annual capacity of the plant is rearing of' 1,20,000 birds 

with 6 production cycleo Production cj^cle covers 56“*50 daySo 

Eich cycle contains 8 batches of 2500 birds eacho Proper mea

sures have been incorporated in planning the batches, produc^ 

tion cycle and yearly capacity<>

The plant capacity has been determined according to the avail

ability of raw materialo

The project envisages setting up of a poultry plant v/ith all 

sorts of facilitiesc The total cost of the project has been 

estimated at Tk»1 ,l0,95,250/-o

4 o2 Marketable quantity of Prod_uc_t/By-=-jD_ro_duĉ ^̂

Product/By-product Production Size Mortality Marketable 
____ s u t £3^is_

Broiler 1,20,000 2 kg 1.2000 1,08,000

Paeces 252 MT 252

252 MT of- faeces will be distributed among the farmers free of 

cost o

4.3 Technology and Process:

For maintaining the- birds there is need of scientific instru- 

mental arrangement for feeding, drinking etCo , v/hich arc
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locally availablCo No othor sophisticated or exx~;ensivo toch-- 

nology is roquirod,. For ];reparing balanced food for the birds 

very simple machine is requirad v/hich is also locally avail-’

ablOo

The pro joe t will use improved variety of chicks (Tropic brov;/ 

Red brov/)o The grov/th rate .,f the variety is very high in com

parison to any other local variety.

The improved variety has the follov/ing advantages

Better grev/th rate ;

Shortest period of production ;

Low mortality rate ;

Higher rate of nutrition ;

Ox)timum size in quality ;

High market demand.,

I'RODUCTIGN .G^GLE 

8
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Production period is 8 wooks or 56-50 dciys„ The cycle contains 

8 batches of birds of different ages from 1-3 to 56“60 days,, 

Each batch holds 2500 chicksc Total capacity of each production 

cycle is 20,000 birdso

Expected Revenue from 'Sal̂ :̂

Production item Annual not Price at pro-- Annual
j.ect level roveiiue

Broiler 1,08,000 Tk„ 150- Tk„1,62,00,000
(Saleable opti" 
mum size birds)

The revenue is i-̂ rorked out at 100% capacity of the plant v;ith 

10% mortality ratOo

Raw materials roquiroment;

Basic raw materials of the poultry project are foods and chicks 

of the birds :~

(i) Chicks; Chicks v/ill bo purchased from Hatchery Plant 

v/hich are running under both private & public ov/nership., 

Annual requirement of chicks at 100% capacity is 120,000 

headso The present r-'.te of chicks is Tko I?/” por head,

(ii) Food; Balanced diet/food v/ill be prepared for the birds 

at the project level. Follov/ing are the necessary ingra- 

dients of the food package <■
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(Food for 1 " 21 days birds)

Itoa \ Required
J percentage !

" \

Required \ 
quantity i 
,£e.r M . o ^ .

= 5

Price 't 'Total 
t

price ;per kgo

1) Ivheat 50% 8 =,50 X 8 = Tk c 4oC0

2) Broken rice 22 o 5% c22 10 c22 x l O =  " 2„25

5) Oil Cake(Til) 11% oil 6 oil X 6 " 0o65

4) Fish powder 16% »16 20 0I6 x 2 0 = ” 3o20

5) Vitamin,Minerals 
& premixed »25% 0OO25 50 0OO25 X  5 0= " O 0I25

6) Salt »25% 0OO25 10 0OO25 x I O -  " O 0O25

100% 1 kg Tk o10o26

(Pood for 21-56 days birds)

Iter:, S Required ' 
\ percentage ;

"Roquirod ’ 
quantitj''

o535

Price ’ „ ,.
per kg '1

i l  price pr kg„

1) Wheat 55 o 5% 8 o535 X  8 = Tkc 4o28

2 ) Eroken rice - 25% c25 10 o25 X 10 = "  ,2o50

3) Gil Cake(Til) 11% oil 6 oil X  6 = "  O 066

ZTish pov/der 10% 0IO 20 0IO X  20 = "  2o00

5) Vitamin,Minerals 
&  premixed o25% .0025 50 .0025 X  50 = "  O 0I25

6) Salt c25% 0OO25 10 0OO25 X  10 = "  O 0O25

100% 1 kg Tk„ 9o59
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Food requirement of 1,20,000 birds it full capacity as 

follows

Out of total 20,000 birds 37c5% is first group. Total 

birds of 1st group is 37=5 x 20,000 = 7500 birdsc

Daily requirement of 7500 birds is 7500 x 20 
( 20 gram, per bird) = O d 5  MT

Monthly requirement 4»50 MT

“ Yearly requirement - 5̂ 4->00 MT

Cost of 54 MT is 54 X 1000 x 10=26 =Tko554,040/~

- Daily food requirement of 12,500 birds of
second group is (100 grams per day per birds) = 1o25 MT

Monthly requirement is 1=25 x 30 = 37°50 MT

- Yearly requirement = 450 MT

Cost of 450 MT ©9 = 59/kg =450 x 1000 x 9<>59 =Tk„43,15,500,

Total cost of rav/ matorio.ls is given belov/

Item_  Yearly j?_e_quirc;̂ m_ent Unit ijrice

Chicks 1,20,000 birds Tk„ 17=00 . Tko20,40,000/-

Ingradient i) 54 MT Tkol0,260.00 Tkc 5,54,040A
of food

ii) 4 5 0 M T  Tk. 9,390.00 Tko43,15,5 0 0 A

Annual total cost of raw mitorial Tk»69,09,540/“

/



CHAPTER--5 

05GANIS..TI0N &

The total members of the Bo'?.rd of Directors v/ill be 9(nine) and 

among them one v;ill bo the Oh airman -.'nd one will be the Secretary 

as per Cooperative Ordinance of 1984 and Rules of 1987° Board 

of Directors will be elected for tv/o yearso The Board v/ill manage 

the Cooperative Society as well as project as per bye^laws oi the 

societyo

Or^anis^ational ch .j.p t ±s^ ̂ i v e n ^belw

' BQlRD 05' DIR:^T0R J

i
I

15

9 ? - S
! f S

I SECRETARY { M M B K R S  j J CHAIRMAN ;

I ElRr-lER™riMB2RS j

The Secretary v;ill propose annual program.me v/ith budget to the 

Board which v/ill take ap-oroval from Annual General Mceting(AGM). 

The over all management of the project v/ill be vested on the 

Manager.. The Board of Directors will formulate policies and x;rC'■ 

vide guidlines for its business operation» The Manager will be 

the Chief Executive v/ho v/ill manage the day to day operations of 

the projecto He will be assisted by the staffo
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The operation of the pro0GCt will bo managed by the following 

staff under the guidance of the Board of Directors,

5 o 2

i

i t G
I I t

\ Accounts ’ I Production * j Cashier 
{ Officer \ \ Supervisor I 1
«

t
9f

Clerk-cura ? 
Typist ;

Peon/Guard j I gSkiflii ■
1 ; worker"’12 1

Procurenient
Supervisor

I
J
5

Sales ;. 
Supervisor 1

Skilled/ ; 
Unskilled 1 
v/orker-2 |

(a) Manager

(b) Accounts Officer

(c) Production Supervisor

(d) Cashier

(e) Procurement Supervisor

(f) Sales Supervisor

(g) Clork-cum-Typist

(h) Peon

(i) Guard

(o) Skilled/Unskilled Worker 
( 12 + 6 + 2 )

Total;

1

1

2

1

1

4

1

4

4

20

41
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Details of_ Oj?graJ:̂ A-Q jKina g em qnĵ :̂

Category“A

xianagerial/
Administration Qua_li_f_ i c a ti ons

Monthly Required
Number

1 o Manager BoSc(Hons) A.Ho 
Experience 5 yrs 10,000/" 1

2o Accounts Officer MoCom
Experience - 5 jrs 8 ,000/~ 1

3. Production 
Supervisor

B o G om
Experience “■ 2 yrs 6 ,000/- 2

Procurement
Supervisor

BoSc (Hons) AoH, 
Experience “ 2 3/rs 6 ,000/- 1

5o Sales Supversisor Bo Com
Experience “ 2 yrs 6 ,000/- 4

6o Cashier BoAo/BoCom 
Experience - 3 yrs 5 ,000/- 1

7o Clerk“Cum-Typist li 0 S . C 0 Vifi th typ ing 
Experience ” 2 yrs 3 ,000/- 3

8o Peon Class^-VIII 2 ,500/- 4

3= Guard Class^-VIII 2 ,500/- 4

Total « 21

3atGKor.y-B 

1„ Labour Tko75/“ . 20
(Daily v/agcs por 
8 (eight) Iiour)o

( A + B ) Total



6 c 1 Jetails of pro,ioct cost conpoiionts:_

Land;

The price of land measuring o50 acres including development cost 

has been estimated Tk»4,50,OC€A’ as per present market valueoThe 

location is considered suitable and the area of land is adequate 

to implement the proposed projecto

BirQcli^^/^^ â c;fcivitiesĵ

The construction will include birds house, gov/dovms, offico,store

room, labour/guard shed etCo The birds sheed would be 150' x 50' = 

7500 sfto and numbe:? of sheds will be 3 (three) o The food godown 

with food preparation raill house will be 50' x 50' = 1500 sft and 

the office store, guard/labour room v/ill be 40' x 36' = 1-4-40 sfto 

The cost of the construction including eloctrification, v/ater line 

and sanitations has been estimated at Tko 60,74,000/- v/ith 10% 

contigencyo Details of tiie construction v;ith specification has boon 

shcv/n in Ajmexur,e;-1

Machinery_ Equipmontj^

The estimated total cost of food manufacturing machine with 2 

MT capacity per day is Tk„ 50,000/-= The machine is locally 

available =

The estimated cost of reruired numbers of brooder, feeder, 

drinker etCo is Taka 1,00,000/- and these are locally avail

able o

18



19

The estimated cost of 2 iiir Cooler Machino v/ith instalation 

charge is Taka Ij^OjOOOA- which is also locally availablco 

Details of Machinery & Squipmont is shov/n in Amicxure-2 o

The cost of instalation of w-itertank, oloctric substation, 

sanitation otCo has been included in construction costo 

Construction schedule is shown in Annexure°$

Furniture &

The cost of furniture & fixture and office equipment has beoi 

estimated at Taka 1,5C,000/-o

R epairs & Maintenance;

The cost of repairs 8; maintenance has been estimated at Taka 

30,000/“ per nonth.

Gash @Tko2.5% of sales revenue - 4,05,000/”

Inventories

(a) Stock of ingradients of food for 6 months - 24,54,750/-
252 MT ((i) 27x10250 (ii) 225x9590)

(b) Chicks 20,000 heads €>Tko17/“ “ 3,40,000/-

(c) Stock of finished product for 7 days
( 2457.5 X 150) « 3,37,500/-

(d) Salary (one month) - 94,000/-

(e) Wages (one month) ~ 45,000/-

(f) Power & Water ™ 70,000/-

(g) Spares & Stores - 20,000/“

Tk„37,46,250/-
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^ »5 Initial Investment;

Total pron'ect cost (in ,taka)^^

1o Land = 4,50,000/-

2„ Civil construction = 60,7^?000/-
(including "10% contigcncy)

3o Plant & Machinery = 5,00,000/-

I^irniture & Fixture = 1,50,000/-

5o Power connection = 50,000/-

5o Water(STW) + Pov/er Pump = 80,000/™

7o Pre-investment expenses = 20,000/-

Total initial fixed investment =Tk» 7'19 24,000/-

Working Capital Margin =Tko 57?^6,250/-

1o Total initial investment required =Tko1,08,70,250/-

2o Interest during construction phase=Tko 2,259000/-

Total cost of the. project =Tk„1,10 ,959250/-
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6 c4 Financial Plan:

The cooperative society v/ill raise share capital to the tune of 

TlCo 22,19»000/- to support 20% equity noney to the pro.jecto As 

per financing plan Tk,88,76,250/- v/ill bo arranged as long term/ 

short term loan from tho financing bojiksc

(a) Equity contribution b3/ tho cooperative (20%) = 22,19,OOO/-

(b) Term loan from the financing banks (80%) = 88,76,250/-

Tk= 1,10,95,250/-

Divident policy:

The cooperative society will distribute 25% divident on share 

capitalo Out of net income aftor divident 50% profit v/ill bo 

distributed among the members as incentive prize according to 

their share in supply to the project and the rest 50% v/ill be 

retained in the project account»

Capacity utilization:

It is estimated that the pro.ject v\/ill start at 100% capacity 

after tv/o months of operation and the production v̂ rill start 

during 8 v/eeks of operation.

Repayment of loan and into_rqstj_

Interest is calculated © Tko14% and 16% on long-term and short

term. loans respectively.. The loan is proposed to be ro'paid in 9 

equal annual instalments starting from the 2nd year of operationo 

A schedule shov/ing repayment of loan & payment of interest is 

shov/n in Annexure-4-c
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The G x p e c t e d  financial profitability of the p r o g o c t  is as follows 

'1 o A

The average rate of return is 6A-/Jo 

2 o Break-Even Point:

6 o 5

(a) Capacity - 47%

(b) Quantity sales -- 56,557
(c) Revenue » Tk„ 84^80,550

Details of calculation is shown in Annexure-10<

5« Net present _valuo_;_

The riet Present Vo.lue at 16% interest of discount factor

is 1 529,97,800/“o Details of Calculr'tion is shovm in Annexure=-11 =

4. loReRo

The Internal Rato of Return of the project is 4-Oo51%«Annexuro-11 o 

5» Sensitivity:

At 5% lower revenue IRR is 35 = 63% and at 5% hijjher price of rav/ 

materials IRR is 39%» Details of calculation is shown in 

Annexure-12 & 15o

Benefit Cost Ratiq:^

At 16% interest or discount rate benefit cost ratio is 2o17* 

Details of calculation is shovm in Anncxure-14'.-

7 • Debt-Servic e _ . _ C Q • (j\nn.es_in?c— 15), °

The above financial results/indicators prove that the project 

is financially feasible, invostable and banko.bloo



RECg^MMD.iTIONS

The proposed project is found technically feasible, financially

rewarding, economicalljT- viable and in terms of its objectives it

has immence socio-economic impactso

The project, on implementation, will ensure the follov/ing bene

fits to the members and the society

(a) Incentive price of produces by way c;f supply as raw mater'-’ 

ials to the projocto

(b) By-product of the project will be supportive to farm 

productivityc

(c) Creation of employment facilities for 4"'--5--' persons o

(d) Additional annual incomc of each member will increase to 

the extent of Tko1,000/“ over their present net income b̂ * 

Tko 5 5000A c

(e) Backv/ard, forv/ard horizontal linkages v/ill bo estab- 

lished tov;ards development streta.gyo

Therefore, the project may be implementedo
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ANNEZUJ12:‘-1

DETAILS OF BUILDINGS cL COMBTRUCTION

■ri'. - '_ L  <

O.• - O

I
I

‘X‘̂
Itom I

I

Offico, Store, 
Guard Room 8c 
Labour Room,

Godown/Milling
H o u s g

Sp G c i f i c t  i on

5” brick v/all, brick 
piller, rcCcCoGoluran, 
GI Sheet R o -jT over 
iron, truss, brick 
soiling floor 10' 
heighto

5” b r i c k  v;-all, brick 
piller ,roC oC oColuran, 
Colo She ot roof over 
iron truss brick soi“ 
lins floor 1 0 ' heifht.

J area

40'x56'

- 1 W 0  
sft

sft
Estimated"' 
total cost

50'x30'

= 1500 
sft

200/- 2,88,000/-

200/- 3,00,000/-

Bird House 5 *' brick vjall, brick 1 5 0 *x5 0 'x3

v/ater Tank

5« Electric Sub- 
Btation Room

6o Boundary V/all

piller,roC oC ocolumn,
C oIoSheet roof over 
iron truss,brick soi™ 
ling floor 10' heighto

One 5000 gallons capa-- 
city overhead water 
tank of roCoCoCuster»

One 8000 gallons capa
city under ground re-- 
servoir made of 15 '' 
wall with c;.ment plas
tering o

1 0 " brick v/all roCcC = 
lintal roof, CcCofloor 
h e ight 1 2 '

-22500
sft

5000
gln»

8000
glnc

5" brick v/all v/ith 
10‘*x10" piller and 
7' height<■

200/- 45,00,000/-

12'x10'

=120sft

Toilet

Electrification & Sanitation 

Other renovation 

10% contigency

1000 sft 

(Lum-sum) 

(Lum-sum) 

(Lum-sum.)

200/=

125/-

24,000./-.

1,25,00C/^ 

10,000/- 

1 ,oo,oooA 

5 0 ,000A  

5,52,000A

Tko 60,74,000/-



AMEXURE~^2

LIST OF ^UCuINSRI & Ii0UIHII3'TT

Sic
No.

Name of Machine/ 
Equipment

riOoOf unit 
\ recuirod

Food Preparation Machino 
(Local)

2o Brooder, Feeder, Drinker, 

Guarder (Local)

1

(Lura-sum)

Unit 
Price

50,000A

\ Total Cost
.  i - r - - -  *. ...

50,000/-

1,00,000/-

3= Air Cooler (Local) 2

CONSTRUCTION PS^IOD

75,000/™ 1,50,000/-

A m i K U R M

1. Land acquisition

2o Site development

5= Construction Building & ot’iiors

4o Installation of Machinery

5o Electrification & Sanination 

6o Trial 8i Commissioning

1 month 

1 nonth 

5 months 

1 month 

1 month 

1 month

8 m.onth£
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ANNEXURE-5

Ass et:, 

BuiMing 

Machinery 

Logistics

Va^lue

60,74,000

5 ,00,000 

5,00,000

66,7i^,000

R a t 3 / %

1 0 %

1 0 %

u c:. 1

Working Capital (100%)

Lane (100%)

Building ( 16%)

Vv orkirijs;_ Capital  ̂Margin;

Cafli 2o5% of sales revenue

(a) Stock of raw materials i) 2? MTx1026C 
for lood for 180 days ii) 225MTx9590

(b) Chicks 20,000 heads © T k „ 1 ? A

(c) Stock of finished goods for 7 days 

Salary (one month)

Wages (one month)

Power and Water (one month)

Spares & Stores (one month)

5,05,700/-

50,0v;0A

50,000/-

Tk„5,65,700/^

Tko 57,46,250/"^ 

” 4,50,000/-

” 9,74,880A-

Tk„51,71,150%-

Tk„ 4,50,000%

Tkc24,54,750/- 

Tko 5,40,000/. 

Tko 5,57,500A

Tko 94,000/-^ 

Tk„ 45,000A 

Tko 70,000A

Tk, 20,00C

Tk„57,46,250/



il H3 I
il O  I
II C+ 1
II p  I
li H  !
II 9 
II O  J
II O  !
I! m I
i! ct- ;

S
H-Ui 'Ti

1

 ̂ \D I 
i'. SbOT !
II
II )
!! I
;i ru  i 
11 •<! I 
II M l  i 
II 0^ J 
II \>J ! 
II -ps I 
II O  I 
II !
:! I
I' !
i: r o  I
il cn i 
!i -<] ! 
li 0^ 5
II vn s
i) '-pr 1
II o  s 
II i
II j
1! !
I! ro :
II V J l ! 
II ^  s 
il (Ti [ 
II -<1 I 
II -pr !

J

i;
i: E
II i

O  { II i
II i
II -J. !
n ro [
I! V>l !I. vn E 
II -<] t 
1! :
i: --fs- E
i: o  !
II s
li i

o
o
M  O
H
P
y
o
O
p
m

H-
P
c t
H-
O
P

c t
O
4
c
CQ
c+

13' c t  >  
e  H- 
P  <! B  
Pj Q H- 

p
O H-
< 1  m
O Ci-
4 4
5 P

^  Ix.' 
P  o

i:i P  
c t H- 
O 4  
t3
P  P  
P 1:5 
o  &  
©

l"0 P -
o ^
vn  o

c t
H-
&?
C

B
c t

rn CO 
LO
H - I-*
O P  
P  CO

o
o

VI b
-w- t

p
i?

i

R̂ hj 
c- 9
;.j o  
c t  4  
O 
l i

t j
0
o
H

LO W 
t i  c t
■;j o  
4  4  
o  o
CO ffi

m  s::
p  p  
H  OT 
P  o
hi
H-
Q
GO

W
Ps:
n
p
c t
O
4
H-
P
Hffi

!i i vn VM -A -A VM VSi v>i
II ! vn cn V>1 0-̂ 0^
!1 'X> E O V>J -A O o vn vn
II i Cj 3 o o (Ti a'.
1, \D I O o 0^ CO ; ) w V'̂ l

ro 1 Cj O o f 3 VT. VJl
O

(J) V>Jo O'! VH
O  VJJo ~o -o
O  o  (Tio oo

V)'i
O  (T. Wo v'-i 'v>i
O  - o  'O
O  o  00

 ̂ 8

CTl VM
O  (T.
O  VM vn
O  -<] 00O o oo c:i o

-A
[V)oooo

ro
c>ooo

roooo
r>

V)J
O)
O
O
O

VM

o
v jo

V>J

oooo

-1̂
v;J
CO
-o
vn
O

V̂ î
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ro o  ĉi 3 P  s

H  S
i

h i i 
G ; 
H , 3 
H- f 
ci- i

G  G  
H  CD

hi
G

p j  c t  O

G
G
G

H , p .
la

VM v. ! : -A vn
0̂ 00 ! l\3 _\

lAJ 'vM CO i V>l i'O
VM ■<1 : ■<1 4̂
4̂ 0 -A f CJ ■sD
0̂ 0 0̂  t CJ 0"i
<:J Cj ■; c3

VisI V;-J V>J E vn
'- X )  i
0̂  s 
(Ti ; 
vD ; 
cn s
o  s

-A
vn  l\) 
03 -li- 

v£)
(.■
O  C)

K.-4
O'!
r\j
vn
vn
vr.

V>!

ro
VJI
vn

o

CO i -<]

vn  
O  
-1̂

vD
vn

00 : ^  
- a  I 4  ̂
vn
o
4^
CTi

VD
vn
4^
o

o

o

-A
CTi
f'O
G
G
o
L.J
c>

(J>
ru
u
( ' j
a
o
o

s hi : 
M i 

i

-A S VM _A ‘ -A VM L VM 0  ̂ ; _A ! :
vn t cn ^  I VN n j 1 VM cn : 03 VM E m i
GO ; VM ■P i on i 0̂ K3 ! -V] 'vjl 1 ct :
0 ; -<3 -1— : 'O i'O 5 4̂ ' cn ’ V)-J CJ I :
•<] i C'; 4̂ (Ti (') ! 1\) r\j i --a 0 i i
0 E 0 ■■') ’ ■■ y ' .j : VJ1 \ j i  : 0 ! hi t
v n vn  ; vn I 0 v n  •i vn C3

S
V'sl VM ; vn i VM 00 ! -<] -A S l\) i
C?1 OO S v>i 'i C'' -<] i CTi S P  J
VM C> ; _A ro f ro vn ' 4- rv) E !
-<l -O ! -0 4̂ - i vn c j ; vD 0 1! L
0 VM i cn vD ; vn -!̂  i vn (3 S '̂ 1 i
0 0̂  : 0 CTi i Cl) O'! 3 4:̂ (.3 i h! :

t") 1 (. ;■ 1 i.j 0 S Cj 0 3 !

VH
hi<'1 j

i

! ch ■,
S IJ .
I r

i <̂1 ;
s hi I

V>l 1: V>l 4̂  E vn ; VM CO ' -n3 -A : vn :
on s 0^ CJ E E on -<i cn i ct ;00 : VM 4̂  : -̂ -1 i'O S (\3 vn 1 rv) t P ' !
VM [ --0 cn ; CO 4̂ : vn 0 ' vD ( )

\ <̂1 i0  ̂ CJ - o  i nj vO i vn 4̂  ; vn 0
cn i v  .> 0  ̂ ■ c. j on ! 'V O'! 5 4̂ C) : 4  :
CJ L • ' k

/  ■ Nv_̂ C_' 1 v . J 0  : 0 r> ; f.

;o.j

. 9

im

. I

. [■‘ i

]h3

}.
1; VM

1
} ‘-.>j

I
■P : vD '\Ji1; -n3 t cn i vO -A

1; cn i VM ro i 00 l\)
li ro 3 -0 cn : 4̂ 4̂|i 03 5 0 vn  , t:) vD
i. : 0 on : 1j_
]j 0 J ( J) '
!!
!j i

t
VM I VM 4=̂ ; vD vn
CD
4^
rv)
cn

c :i

cn
V)>J
-n3
O
CJ

IAJ
CJ
0^
VMs

-A _i,
03 lAj 
CTi 4̂
<"> vD 
c,) CTi

v\i
0̂ 1
n j
vn
vr.

V>.'

10
vn
vn
O
CD

CO
■<!
vn
O
4=-
0^
O

-o

vX)
vn
-f-
CD

I

CO :• -n3 
- o  I 
vn  i - -  
Cj i \D  
4  ̂ : vn  
m  ; 4  ̂
< -> ; o

0^
w

o
o
o
C j

_:i
CTi
W

O

O'.
c t

! -O 
E c t
;

; =<!
: 4

i'. I 0 *
ii S L-, -j... -S'ii E ' 1 ( :

II VM ! v ; 4̂ ; 00 vn : Vsi 00 ; -<! _A : 03 ■1, i: cn ro : VM -A ‘ on -o  ; cn i ct 'i! ro 1 VM 00 1 00 r\3 : fV) vn I - - ro : P ' j]i l\3 i - c cn ; . 00 -t i vn a  : vD 0
S Eii 4̂ £ 0 i r-) \b ! vn 4̂  i 0

on i C.J E Cl) (Ĵ 01 t 0 ? hi ‘
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A N N E X U R E - 1 ^

Break-ISven Analysis:

'rho break-even Analysis ig shovm bolov/

r r e. al;j-%j3n  Analysi s

Revenue/Tk = 1,62,00,000

Variable Cos_t/Tk_:

Ravj materials » 695 09,550
Wages 5, -̂' ,̂000
Stores & Spares - 2,''4-",'"00

Pov/er, Fuel etc - 8,4-'.',0j0

Commission on sale ©2o5% “ 9̂ 58,750 _ gg .

Fixed Cost/Tk:

Salaries

.administrative overhead 

Sales expenses(fixed @2 o5%)
Repairs & Maintenance 

Interest 

Depreciation

Miscellaneous ~ ;j qq j y j

Break even sales

W - ” ?'"'" — W

„°o Break even capacity ^7%



A N W M U R E - 1 1

GALCUL.TION OF

Y ears

Q  

1 

2
3

4

5 - 9

Net Cash Flov/1 NPV at 16% 1 KPY at 40
interest \ interest

j . . .

NPV at ^2% 
interest

1,10,95,25.:^ - 1,1 -,95,25j - 1,1),95,250 » 1,10,95,25'

32,62,005

51.24.960

51.24.960

51.24.960

51.24.960

10
(including 

salvage value 92,54,94C

28,12,073 23,29,724 22,97,1:^4

1,91,88,562 85,30,496 80,70,78?

2:.,92,637 3,18,605 2,76,125

1,29,97,80.: 83,575 (-)'f-,51,234

IRR == 40 xG^2 ^ 40)

.83,575 X 2
,34,809

1;),  :;4 5 809

= 40 + ,31 

= 40=31%



ANNEXURE-12

Ca_lcuj.ation^ of ..IRR

Sensiti"

Years | Not Cash Plow | I j

0 » 1,10,95,250 ^-1,13,95,250 -=^1,10,95,250 - 1,10,95,250

1 25,87,005 22,29,998 19,89,924 19,16,194

2 43,14,960 1,61,55o641 97,05,650 83,02,415

3 = 9  43,14,960

10 84,24,940 19 ,09,091 6,11,128 4,18,720

91,99,480 12,11,440 (-) 4,57,920

TTDr> x n  , 12,11,440

, 12,11,440 X 5
- ^ -■ ^ -’■ " 1 ^ 9 , ®

~ ' 16,69,360 

= 30 + 3o63 

= 33o63%



C^al^culation if _IRR_ at ..ĝ materials

Yoar V Not Cash Flow 1 IIF7 at 30% ] NPY at 40%

0 » 1,10,95,250 -1,10,95,250 -1,10,95,250

1 29,45,518 22,65,539 21,^:3,546

2 ii-7,79,483 1,07,50,491 79,55,^9
3 ^ 9

10 88,89,463 6,44,486 3,06,686

25,63,266 (-) 729569

IRR := 30 +

AHNEXURE

= 30 -I- 9 = 08 

,'o IRR = 39%

AKHEXURE ° 14

Bonefit ̂ G_ost Ratio

"T"̂ l'"""'""''”rT'Di’scounto3”'**T'Biscountcd”’

C - 1,10,95,250 — — -1,10,95,250

1 . 32,62,000 28,12,000 

2 - 9  ~  51,24,960 1,91,88,300

10 92,34,940 20,92,600

2,40,92,900 1,10,95,250

2,40,92,900

B/C Ratio = 2,17
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The 5th ICA / Japan T r a i n i n g  C o u r s e  on 

S t r e n t h e n i n g  the M a n a g e m e n t  of A g r i c u l t u r a l  

C o o p e r a t i v e s  in Asi a p r o v i d e d  a very good 

o p p o r t u n i t y  for me to b e t t e r  u n d e r s t a n d  the 

i n t e g r a t e d  c o o p e r a t i v e s  and c o o p e r a t i v e  

m a n a g e m e n t  t e c h n i q u e s .  It also e x p o s e d  tne ma ny 

i m p o r t a n t  m e t h o d s  on how to s er v e c o o p e r a t i v e  

f a r m e r  m e m b e r s  as well as how to i n c r e a s e  t h ei r 

i n co m e .

The P o u l t r y  Feed P r o c e s s i n g  P r o j e c t  was 

p r e p a r e d  u n d e r  the g u i d a n c e  of this co ur se .

For g i v i n g  me this v a l u a b l e  o p p o r t u n i t y ,  I 

w o u l d  like to e x p r e s s  my h e a r t f e l t  g r a t i t u d e  to 

the c o o p e r a t o r s  in ICA R O A P , and J a p a n e s e  

s p o n s e r s  and e s p e c i a l l y  to the p r o j e c t  d i r e c t o r ,  

Mr. M. V. M a d a n e  who not on ly  g a v e  us muc h 

us eful k n o w l e d g e  and g u i d a n c e  but a l s o  p r o v i d e d  

all p o s s i b l e  c o n v e n i e n c e s  for us d u r i n g  our c o u r s e

I am ve r y g r a t e f u l  for all k n o w l e d g e a b l e  and 

e x p e r i e n c e d  p r e f e s s o r s  in IIM, India who ha v e

A C K N O W L E D G E M E N T S



I am the same gr at e fu l  t o t h e  le ad er s and my 

f e l l o w  c o l l e g u e s  in my o r g a n i z a t i o n  -- All 

C h i n a  F e d e r a t i o n  of S u p p l y  and M a r k e t i n g  

C o o p e r a t i v e s  for s e n d i n g  me to this c o u r s e  and 

s h o u l d e r i n g  my r e s p o n s i b i l i t i e s  w h i l e  I am away 

o n t l i i s c o u r s e .

I woulc} like to c o n v e y  m y  de ep  t h a n k s  to Mr. 

Xu Z h a o g i n g ,  D e p u t y  C h a i r m a n  of S a n h e  C o u n t y  

U n io n  of S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s  and 

o t h e r  c o n c e r n e d  c o o p e r a t i v e  f r i e n d s  in S a n h e  

C o u n t y  for all the n e c c e s s a r y  i n f o r m a t i o n s  and 

other help they gave to me.

R on g  Jun 

Jan. 1990

k i n d l y  g i v e n  us many i m p o r t a n t  lectures.

3



1 . S U M M A R Y

This project, d e al s wit h a c h i c k e n  feed p r o c e s s i n g  

p l an t  to be set up by S a n h e  C o u n t y  U ni on of 

S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s  in Hebei 

P r o v i n c e .

1.1 The t i t l e  of the p r o j e c t  is S a n h e  C o o p e r a t i v e  

C h i c k e n  Feed  Plant.

] . 2 T h e  life of the plant is a s s u m e d  to be 14 ye ars 

and the c o n s t r u c t i o n  of the p l a n t  will ta ke  7 

in o n t h s .

 ̂ 3 Main raw m a t e r i a l s  to be p r o c e s s e d  in the pl ant

are corn, bran and bean meal.

1.4 Ma in o p e r a t i o n  of the p l a n t  is to p r o d u c e  

g r a n u l a t e d  c h i c k e n  feed.

I u Ca c i ty

C a p a c i t y / H o u r 

Daily Capacity 

•Annum Capacity

5 MI 

60 MT 

1 5 . 0 00  MT

Mot.e: a) Worl<irig h ou rs  in a day: 12 Hours



b) P r o c e s s i n g  days in a year: 250 Days

1.6 Production

Yea r 1991

Rav,i M a t e r i a l  2 ,8 00

P r o d u c t  5 , 00 0

(in m e t r i c  tons) 

1992 1993 onv;ards

5 , 6 0 0  8 , 4 0 0

1 0, 0 00  1 5, 0 00

1.7 I n v e s t m e n  t

( Y u a n )

L a n d  a n d  C i v i l  W o r k s :  1 , 5 0 0 . 0 0 0

M a c h i n e r y  and  E q u i p m e n t :  2 , 2 5 0 . 0 0 0

O t h e r s  2 5 0 , 0 0 0

Mote: M a c h i n e r y  and  e q u i p m e n t  e x p e n s e s  i n c l u d e

j 11 ,s t.a 1 i a L i on a n d  f i x i n g  c o st .

1.8 F u n d  [Resources

Aiiiong the 4 m i l l i o n  yuan i n v e s t m e n t ,  3 . 5  m i l l i o n

\ i 1 1 1j e long term loan from ban k and 500. 000

V,- i 1 i be the self r e s e r v e  fund of the S a n h e

C o u n t y Union of S u p p l y  and M a r k e t i n g

Cooperatives .

T h f  i n t e r e s t  of the  b a n k  loan is 1 0 . 8  %.
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to s o l v e  cor n p r o d u c e r s’ m a r k e t i n g  p r o b l e m

and i n c r e a s e  t heir inco m e t h r o u g h  p r o c e s s i n g

t h e i r  cor n into c h i c k e n  feed,

].<),2 t-o r e d u c e  p o u l t r y  f a r m e r s’ p r o d u c t i o n  cost

ind m i n i m i z e  their risk by s e c u r i n g  the s u p p l y

of cliicke!) feed to th em  at a lower price, and

1.9.3 to c o m p l e t e  the c o o p e r a t i v e  p o u l t r y  p r o d u c t i o n  

service system of Sanhe County.

Z . Result of the Financial Analysis:

P a y  b a c k p e r i o d : 5 y e a r s

Br eak ev e n  point: 8 , 9 5 0 . 5  MT

Net p r e s e n t  v a l u e  at 10.8%: 3 , 5 1 3 , 5 9 9  MT

Internal r e t u r n  ratio: 23 . 4  %

B e n e f i t  and cos t ratio: 1.88

Total p r o f i t  ciuring the p la nt  life: 6 , 6 2 3 . 5 0 0  Yuan

].9 The o b j e c t i \ e s  of the p r o j e c t  are as follows:



2.1 O v e r a l l  S i t u a t i o n :

S a n h e  C o u n t y  of Hebei P r o v i n c e  is loc at ed  on

Hebei p la i n 56 KMs to the east  of B e i j i n g  and 

120 KMs to the n o r t h w e s t  of T i a n j in .  Of its

3 6 0 . 0 0 0  i n h a b i t a n t s ,  3 3 0 , 0 0 0  or over 90 % p e o p l e  

live on a g r i c u l t u r a l  and s i d e l i n e  p r o d u c t i o n  and 

mo st  of the m are m e m b e r s  of the S a n h e  C o u n t y  

Union of S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s .  

E n c o u r a g e d  by the st a te  g o v e r n m e n t  and p r o m o t e d  

by Hebei P r o v i n c i a l  F e d e r a t i o n  of S u p p l y  and

>’"5arketing C o o p e r a t i v e s  and the All C h in a

F e d e r a t i o n  of S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s ,  

tlie S a n h e  c o o p e r a t i v e  s o c i e t i e s  h e a d e d  by the 

c o u n t y  union, have d e v e l o p e d  a very sound

p o u l t r y  p r o d u c t i o n  s e r v i c e  system. This s y s t e m  

is m a i n l y  c h a r a c t e r i z e d  wit h 2 - i n s u r e s  and 4 ~a t - 

iloors. Tw o-  ins u re s  refer s th at  the su r vi v al  rate 

and the reinmuner.ative s e l l i n g  p r i c e  are i n s ur e d 

foi’ ri)embers and 4 - a t - d o o r s  m e a n s  the 4 s e r v i c e s  

are p r o v i d e d  at f ar m er  m e m b e r s’ doors, namely, 

chick distribution, feed supply . veterinary 

s e r v i c e  and ready c h i c k e n  p u r c h a s e m e n t .  This 

s y s t e m  not only c r e a t e d  li i g h e r in co me for the 

local f a r m e r s  but also e a r n e d  the c o o p e r a t i v e  in

2. BACKGROUND
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S a n h e  a goo d fame a l m o s t  all over the w h o l e  

nation. At pres en t , 1 m i l l i o n  p o u l t r y  fr om  10 

c o o p e r a t i v e  farms and 2 m i l l i o n  c h i c k e n  fro m 865 

s p e c i a l i z e d  c h i c k e n  f a r m e r  h o u s e h o l d s  in the

c o u n t y  are p r o v i d e d  to the n e a r b y  u rban m a r k e t s  

in B e i j i n g ,  T i a n j i n  and o t h e r  p l a c e s  ea ch  year 

m a k i n g  an annual t u r n o v e r  of 40 m i l l i o n  yu an for 

the c o o p e r a t i v e s  and t he i r mem be r s.

Ill o r d e r  to i m p r ov e the s e r v i c e s  to f a r m er s ,  

the S a n h e  c o o p e r a t i v e s  has e s t a b l i s h e d  many  

i m p o r t a n t  s e r v i c e  f a c i l i t i e s ,  such as a r t i f i c i a l  

i n c u b a t i o n  farm, m o b i l e  v e r t e r i n a r y  s e r v i c e  

centre, cliickon c o l l e c t i n g  c e n t r e  and s l a u g h t a r y  

find cold st orag es . C o o p e r a t i v e  s e r v i c e s  are

a\ailaljle in ail the p r o d u c t i o n  p r o c e d u r e s  r i gh t  

from i n c u b a t i o n  to the m a r k e t i n g ,  all at the

f a r m e r s’ doors. H owever , the c o o p e r a t i v e  s e r v i c e  

s y s t e m  t h e r e  is f o u nd  not c o m p l e t e  and p e r f e c t  

after d e t a i l e d  and ca re fu l  c o n s i d e r a t i o n  and

study t h e r e  is no c h i c k e n  fe ed  p r o c e s s i n g  

r a <; i 1 i L y in the c o o p e r a t i v e s .

It is well a w a r e  am on g p o u l t r y  f a r m e r s  that in 

r>ou 11 r >' p r o d u c t i o n ,  the mos t vital f a c t o r  to 

<!ecide the p r o f i t a b i l i t y  and e f f i c i e n c y  is the



fe ed  input. The cost  of fe e d  input u s u a l l y  ta k es  

up m o r e  tha n 70 - 75 per ce n t of the total 

p o u l t r y  p r o d u c t i o n  cost. Any s l i g h t  c h a n g e s  in 

fee d p r i c e  m i g h t  r es u lt  in c o m p l e t e l y  d i f f e r e n t  

s i t u a t i o n  in this b u s i n e s s .  C u r r e n t l y ,  all the

c h i c k e n  fe e d p r o v i d e d  by S a n h e  c o o p e r a t i v e s  is 

p u r c h a s e d  at a p r i c e  of a r o u n d  1, 400 y u a n / t o n

fr o m a n e a r b y  S i n o - T h a i  j o i n t  v e n t u r e  - ~ C h i a  Tai 

Th is  m e a n s  the f o r t u n e  of the S a n h e  p o u l t r y  

p r o d u c t i o n  d e p e n d s  s o m e w h a t  up o n the fe ed  

s u p p l i e r ,  h e n s e  a g r e a t  risk to the c o o p e r a t i v e  

b u s i n e s s  there. S e r i o u s  and c a r e fu l  s t u d i e s  and

a n a l y s i s  we r e c a r r i e d  out and a r r i v e d  at the

c o n c l u s i o n  that the feed p r o b l e m  must be s o l v e d  

l o c a ll y  and p r o m pt l y.  R i g h t  away, sever al

s u r v e i e s  we r e i m p l e m e n t e d  to r e a l i z e  th at  not

on l y a mu s t  but al s o a g r e a t  f e a s i b i l i t y  is 

t h e r e  for the c o o p e r a t i v e s  in S a n h e  c o u n t y  to 

e s t a b l i s h  t he i r own c h i c k e n  -feed p r o c e s s i n g  

p 1 aint .

I ,2. A re a  of the P r o j e c t

2,1 The p r o j e c t e d  c h i c k e n  feed p r o c e s s i n g  p l a n t  will 

p r o v i d e  g r a n u l a t e d  c h i c k e n  fe e d for all 

i n d i v i d u a l  m e m b e r  h o u s e h o l d s  s p e c i a l i z e d  in

9



p o u l t r y  f a r m i n g  and the 10 c o o p e r a t i v e  p o u l t r y  

f ar m s in the w h o l e  county.

2 . 2 . 2  It will p u r c h a s e  f o d d e r  g r a i n  ( corn) from 

m e m b e r s  all over the co unty.

2 . 2. 3  The l o c a t i o n  of the f a c t o r y  is in the n o r t h w e s t  

of the co un ty , 10 KMs fr o m the c o u n t y  c e n t e r  and 

en.joys very c o n v e n i e n t  rail and h i g h w a y  

t r a n s p o r t a t i o n  c o n d i t i o n s  and very rich 

undergroiand w at e r r e s o u r c e s .  It is ve ry  c l o s e  to 

a coal mi ne  and the p o we r  s u p p l y  is h i g h l y  

g u a r a n t e e d  .

2 .2 . 4 The f a c t o r y  will c ov e r an are a of 12,0 0 0 s q u a r e  

m e t e r s  .

2.3 P r o b l e m s  F a c e d  by the F a r m e r s

2.3.1 The a g r i c u l t u r a l  p r o d u c t i o n  in S a n h e  c o u n t y  has 

been d e v e l o p i n g  very fast in r e c e n t  years. T h e r e  

are 3 8 , 9 3 3  h e c t a r e s  of far m land in the w h o l e  

co un t y , and the annual o u t p u t  of g r ai n p r o d u c t s  

t o t a l s  2 0 0 , 0 0 0  MT. The main g r a i n  p r o d u c t s  are 

w h e a t  and corn, both h a v i n g  one cro p a year. 

W h e a t  is the main food of the local p e o p l e  and
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t h e r e  is no p r o b l e m  for m a r k e t i n g  w h i l e  t h i n g s  

are t o t a l l y  d i f f e r e n t  for corn, b e c a u s e  corn  

p r o d u c e d  he re  is only r e q u i r e d  for feed

p r o d u c t i o n  and f a r m e r s  use d to sell it to feed 

f a c t o r i e s  in ot h er  pl ace s. The p r i c e  was not 

g u a r a n t e e d  as a r e s ul t of c h a n g e s  in corn 

p r o d u c t i o n  in n e a r b y  r e gi on s.  To ma ke  t h i n g s  

worse, f a r m e r s  had to pay q u i t e  a lot for the

long d i s t a n c e  t r a n s p o r t a t i o n  and now and then, 

they ev en  can not sell t h e i r  p r o d u c t s  at

r e m m u n e r f i t i v e p r i c e s .

2 . 3 . 2  S a n h e  c o u n t y’s p o u l t r y  i n d u s t r y  d e v e l o p e d  

under the g u i d a n c e  of the c o o p e r a t i v s  r e q u i r e s  

m or e  and mo r e g r a n u l a t e d  feed. It can be shown 

in the f o l l o w i n g  chart.

Year C h i c k e n  No. Feed per

1988 1 , 0 4 0 , 0 0 0 4 kg

1989 1 , 6 0 0 , 0 0 0 4 kg

1990 2 , 0 0 0 , 0 0 0 4 kg

1991 2 , 5 0 0 , 0 0 0 4 kg

1992 3 , 5 0 0 , 0 0 0 4 kg

4 , 1 6 0  MT 

6 , 4 0 0  MT 

8 , 0 0 0  MT

1 0. 0 00  MT

1 4.000 MT

The m a j o r  raw m a t e r i a l  for g r a n u l a t e d  fee d is

1 1



corn, w h i c h  ta kes up 56 % of all the raw 

m a t e r i a l s .  S u p p l e m e n t a r y  m a t e r i a l s  include: bran,

b ea n  meal, bone powder, v a r i o u s  t r a c e  e l e m e n t s  

and etc. Thus, had a c h i c k e n  fe e d  p r o c e s s i n g  

p l a n t  b u i l t  up by the S a n h e  c o o p e r a t i v e s ,  both 

the m a r k e t i n g  p r o b l e m  b o t h e r i n g  the corn 

p r o d u c e r s  and the fee d p r o b l e m  t r o u b l i n g  p o u l t r y  

f a r m e r s  w o u l d  be s o lv e d e a s i l y  and s i m u l t a n o u s l y ,  

let a l o n e  the fact that man y co rn  p r o d u c e r s  are 

a l s o p o u l t r y  farmers.

2.4 Ne ed  and J u s t i f i c a t i o n  for the p r o j e c t

2.4.1 The c o o p e r a t i v e  c h i c k e n  feed p l a n t  will s a t i s f y  

corn p r o d u c e r s’ need for m a r k e t i n g  t h ei r

p r o d u c t s  at a r e m m u n e r a t i v e  p r i c e  and s e c u r e  a 

p r o p e r  r et u rn  to thei r p r o d u c t i o n  by p u r c h a s i n g  

and p r o c e s s i n g  t h e i r  corn.

2 .‘. .2 The p r o j e c t  will als o help to me et  the need of 

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

g r a n u l a t e d  c h i c k e n  fe ed  at lower p r i c e s  on a 

g u a r a n t e e d  basis so as to r e d u c e  th ei r

p r o d u c t i o n  cost and i n c r e a s e  t h ei r  income.

2 . 4. 3  The p r o j e c t  is n e c c e s s a r y  for c o m p l e t i n g  the
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c o o p e r a t i v e  p o u l t r y  p r o d u c t i o n  s e r v i c e  s y s t e m  in 

the county.

2 . 4 . 4  Th is p r o j e c t  is n e e d e d  to s t r e n g t h e n  the S a n h e  

c o o p e r a t i v e s  , to ma k e t h e m  mo r e s e l f - r e l i a n t ,  

f u r t h e r m o r e ,  to lead them to the p o s i t i o n  to 

p r o v i d e  m o r e  s u p p o r t  to the c o o p e r a t i v e  

d e v e l o p m e n t  in the w h o l e  co un t ry .

2. 4. 5  The j u s t i f i c a t i o n s  of this p r o j e c t  are as

f o 1 lows :

a) The raw m a t e r i a l s  for the f a c t o r y  are m o s t l y

loc al l y a v a i l a b l e  and mo r e m a t e r i a l s  can be 

o b t a i n e d  e i t h e r  by i n c r e a s i n g  the local 

p r o d u c t i o n  or by c h a n n e l l i n g  in from n e a r b y  

r e s o u r c e s  if n e c e s s a r y .  S i n c e  a l m o s t  all the raw

m a t e r i a l  p r o d u c e r s  are c o o p e r a t i v e  m e m b e r s  and

they ape ve ry  much s a t i s f i e d  with the s e r v i c e s  

p r o v i d e d  by t h e i r  r e s p e c t i v e  s o c i e t i e s ,  the raw 

m a t e r i a l  can be g u a r a n t e e d  w i t h o u t  any p r o b l e m s .

b) The w h o l e  p r o d u c t s  of the p r o j e c t e d  f a c t o r y  will 

be ta k en  by the local c o o p e a t i v e  f a rm s  or 

s p e c i a l i z e d  p o u l t r y  f a r m e r s  in the c o u n t y  and 

th er e  is no m a r k e t i n g  p r o b l e m  for the fac t or y .
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M o r e o v e r ,  this g r a n u l a t e d  c h i c k e n  feed is a 

s u b s t i t u t e  p r o d u c t  for i m p o r t e d  one, it is 

p r e d i c t e d  to be able to sell well e v en  in the 

o u t s i d e  op e n  market.

c) The t e c h n o l o g y  of p r o c e s s i n g  g r a n u l a t e d  p o u l t r y  

fe ed  is a v a i l a b l e  in o t h e r  c o o p e r a t i v e  s o c i e t i e s  

w hi c h can be i n t r o d u c e d  to S a n h e  c o u n t y  u nd er 

the help and c o o r d i n a t i o n  of All C h i n a  

F e d e r a t i o n  of S u p p l y  and M a r k e t i n g  c o o p e r a t i v e s .

d) The i n v e s t m e n t  will be p a r t l y  self r e s e r v e s  and 

p a r t l y  Joans c h a n n e l l e d  in t h r o u g h  All C h i n a  

F e d e r a t i o n  of S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s .

e) The G o v e r n m e n t  s t r o n g l y  s u p p o r t  the d e v e l o p m e n t  

of a g r i p u l t u r a l  and s i d e l i n e  p r o d u c t i o n  

i n c l u d i n g  the p r o d u c t i o n  of bo th  corn and 

p ou l t ry ,  and it very mu ch  e n c o u r a g e  the rural 

i d u s t r i a l i z a t i o n  for i m p r o v i n g  p e o p l e’s living 

st an d ar d . T h e r e f o r e ,  the p r o j e c t  e n j o y s  a very 

f a v o u r a b l e  c o n d i t i o n  for its d e v e l o p m e n t .



3. G R A N U L A T E D  C H I C K E N  FE ED  P L A N T  P R O J E C T  

3.1 O b j e c t i v e s

The so le  o b j e c t i v e s  of this p r o j e c t  are to

i n c r e a s e  corn f a r m e r  m e m b e r ’s in come  t h r o u g h

p r o c e s s i n g  t h e i r  product'--corn and to r e d u c e  the 

p o u l t r y  f a r m e r  m e m b e r’s cost in t h e i r  p r o d u c t i o n  

by s u p p l y i n g  them c h i c k e n  feed at lower prices, 

m e a n w h i l e  to i n c r e as e  the c o o p e r a t i v e  r e s e r v e s

for i m p r o v i n g  its s e r v i c e s  to f a r m e r s  in the

future. The o b j e c t i v e s  of the p r o j e c t  can be

d i s c r i b e d  as follows:

3.1.1 To m a r k e t  corn p r o d u c e r s’ p r o d u c t  at a

g u a r a n t e e d  r e m m u n e r a t i v e  price,

3.1.2 To a c h i e v e  v a lu e a d d i t i o n  to cor n for the

fiiembers t h r o u g h  p r o c e s s i n g  ,

3 . 1. 3  To rid the p o u l t r y  f a r m e r s  of the risk of

i n s u f f i c i e n t  s u pp l y of feed or p r i c e  hikes in

feed p r o v i d e d  from ou tside,

3.1.4 To r e d u c e  p o u l t r y  f a r m e r s  cost by p r o v i d i n g  them
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3 . 1 . 5  To c o m p l e t e  the w h o l e  s e r v i c e  s y s t e m  in p o u l t r y  

p r o d u c t i o n  -- the main  c o o p e r a t i v e  b u s i n e s s  in 

the c o u n t y  and p r o m o t e  the w h o l e  p o u l t r y  

i n d u s t r y  there,

3 . 1 . 6  To m a k e  the c o o p e r a t i v e  f i n a n c i a l l y  s t r o n g e r  and 

e n a b l e  th e m to e x t e n d  more and b e t t e r  s e r v i c e  in 

the f u t u r e  both to t h e i r  own m e m b e r s  and to 

other cooperatives, and

3 . 1 . 7  To c o n t r i b u t e  to the d e v e l o p m e n t  of the 

c o o p e r a t i v e s  in the w h o l e  n a t i o n  by p r o v i d i n g  

mo re  f i n a n c i a l  s u p p o r t  as well as a good model.

3.2 Area of the P r o j e c t  O p e r a t i o n

The pro.jected pl a nt  will c o v e r  an area of 1 2 ,0 00  

s q u a r e  met er s.  It will p u r c h a s e  co rn  and o t h e r  

locally p r o d u c e d  raw m a t e r i a l s  fro m all the 

far me r m e m b e r s  in the w h o l e  c o u n t y  t h r o u g h  

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  and the g r a n u l a t e d  

c h i c k e n  fee d p r o d u c e d  from the f a c t o r y  will be 

sold to the s p e c i a l i z e d  p o u l t r y  f a r m e r  m e m b e r s  

and the c o o p e r a t i v e  p o u l t r y  f a r ms  in the county.

the g r a n u l a t e d  feed at lower prices,
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In th i s way, the s e r v i c e s  p r o v i d e d  fr o m this 

f a c t o r y  will co ve r  a l m o s t  all f a r m e r  m e m b e r s  in 

the c o u n t y  d i r e c t l y  or i n d i r e c t l y .

3.3 P r o j e c t  C o m p o n e n t s  I n cl u de  this f o l l o w i n g s :

3.3.1 C o n s t r u c t i o n  of the P l a n t  and I n s t a l l a t i o n  of 

M a c h i n e r i e s  and E q u i p m e n t s .

a) Thi s p r o c e d u r e  will ta ke  a b ou t 5 months, 

s t a r t i n g  fro m m i d - M a r c h  to the end of July.

b ) T h e  p l a n t  will be b ui lt on the sit e of an 

o r i g i n a l  small c o o p e r a t i v e  feed fa c to ry .  The 

land o c c u p a t i o n  will be e x p e n d e d  a little. Mo s t 

of the e q u i p m e n t s  and m a c h i n e r i e s  will be 

purchased domestically.

3 .3.2 P r o c u r e m e n t  of the Raw M a t e r i a l s :

Mos t of the raw m a t e r i a l s  will be p u r c h a s e d  from  

the local p r o d u c e r s  and in case of any 

u n e x p e c t e d  c h a n g e s  in local s u p p l y i n g  s i t u a t i o n ,  

raw m a t e r i a l  can also be p u r c h a s e d  fr om  Jil in 

p r o v i n c e  tlie la rgest p r o d u c i n g  area in C h i n a  

w h i c h  is ve ry  near to S a n h e  c o u n t y  and rail and
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h ig h  way t r a n s p o r t a t i o n s  are both ve ry 

c o n v e n i e n t .

A p a r t  fr o m  local c o n s u m p t i o n  and the p o r t i o n  

to be h a n d e d  over to the Sta te, the m a r k e t a b l e  

s u r p l u s  of co rn  in the c o u n t y  is e s t i m a t e d  to be 

m o r e  or less than 9 0 , 0 0 0  m e t r i c  tons ea ch  year.

A c o o p e r a t i v e  bean oil f a c t o r y  l o c a te d in the 

c o u n t y  p r o d u c e s  4 , 0 0 0  m e t r i c  tons bea n meal 

e v e r y  year which can all be p r o v i d e d  to the 

c h i c k e n  feed plant. So, the raw m a t e r i a l  for the 

feed plant should have no problems. The local 

c o o p e r a t i v e  s o c i e t i e s  also  ha ve  c l o s e  r e l a t i o n s  

witl\ man y fee d t r a c e  e l e m e n t  and s u p p l e m e n t a r y  

m a t e r i a l  p r o d u c e r s  and s u p p l i e r s ,  so the 

r e q u i r e m e n t  for o t he r m a t e r i a l s  can also be met 

w i t h o u t  any trouble.

3. 3. 3  P r o c e s s i n g  of the G r a n u l a t e d  C h i c k e n  Feed

a) The p r o c e s s i n g  of the g r a n u l a t e d  feed will 

g e n e r a l l y  f o l l o w  the p r o c e d u r e s  liste d below:

Raw M a t e p i a l  A c c e p t i n g  - - C l e a n i n g  -- C r u s h i n g  -- 

D i s p e n s i n g  M i x i n g  -- G r a n u l a t i n g  ~- P a c k a g i n g .

18



b) The p la nt  will ap pl y  c o m p u t e r  c o n t r ol  t e c h n o l o g y  

A l m o s t  all p r o d u c t i o n  p r o c e d u r e s  from the raw 

m a t e r i a l  a c c e p t i n g ,  to p r o c e s s i n g  and to 

p a c k a g i n g  will be c o n t r o l l e d  wit h c o m p u t e r  and 

o b s e r v e d  fr om  m e t e r s  at a q u i t e  hig h m e c h a n i c a l  

and a u t o m a t i c  level. It is i n t e n d e d  to b u i l d  

this  p l a n t  into one of the most  a d v a n c e d  of the 

s i m i l a r  f a c t o r i e s  in our cou nt r y.

c) All w o r k e r s  will be t r a i n e d  in o t h e r  s i m i l a r  

f a c t o r i e s  to m a s t e r  the t e c h n i q u e  and s k il l s 

they need in the p r o d u c t i o n .

3. 3.4 P r o d u c t s  M a r k e t i n g

a) Most of the p r o d u c t s  will be s u p p l i e d  to

s p e c i a l i z e d  p o u l t r y  f a r m e r  m e m b e r s  and the 10 

c o o p e r a t i v e  farms. The fe ed  r e q u i r e d  by 

i n d i v i d u a l  m e m b e r s  will be sent to t he ir  doo rs

by t h e i r  r e s p e c t i v 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  and the feed n e e d e d  by the

c o o p e r a t i v e  farms will t aken aw ay on thei r own.

b) The p r o d u c t s  will also be sold to the local

11 on - m e m b e r  p o u l t r y  f a r m e r s  at a p r i c e  h i g h e r

thaii that for m e m b e r s  by lower than the market.
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c) W h a t e v e r  left b e h i n d  will be sold to the n e a r b y  

m a r k e t s  or n e i b o u r i n g  c o u n t i es .

d) The c a p a c i t y  of the f a c t o r y  is d e s i g n e d  in 

a c c o r d a n c e  to the need of the p o u l t r y  p r o d u c t i o n  

s i t u a t i o n  in the c o u n t y  and t h e r e  s h o u l d  not be 

any p r o b l e m s  in m a r k e t i n g  the p r o d u ct s .

3 . 3 . 5  E x t e n s i o n  of tJie P r o j e c t

a ) T h e p r o j e c t  vv> i 1 1 la rg el y solve the m a r k e t i n g  

p r o b l e m  for cor n p r o d u c e r s  and r e d u c e  the co st  of 

p o u l t r y  p r o d u c t i o n  and m a k e s  t h e s e  two 

p r o d u c t i o n  tnore p r o f i t a b l e  w h i c h  in turn will 

at,tract mo r e  s u r pl us  labour s in the c o u n t r y s i d e  

to these two p r o d u c t i o n s  and join c o o p e r a t i v e s .  

As a r e s u l t  the p a r t i c i p a t i o n  of m e m b e r s  will 

i n c r e a s e .

b) A l o n g  wi t h d e v e l o p m e n t  of feed p r o d u c t i o n ,  ot he r  

r e l a t e d  s e r v i c e s  will also be i m p r o v e d  such as 

corn b a r t e r i n g  for feed, feed n u t r i t i o n  g u i d a n c e  

for f a r m e r s  and s t a n d a r d i z a t i o n  of p o u l t r y  

p r o d u c t s .

c) B e t t e r  and s y s t e m a t i c  s e r v i c e s  will also i m p r o v e

20



m e m b e r s’ cornmittnent to c o o p e r a t i v e s  and to 

i n c r e a s e  t h ei r  p a r t i c i p a t i o n  in c o o p e r a t i v e  

a f f a i r s .

d) In co me  e a r n e d  fr om  this c o u r s e  will al so  e n a b l e  

the c o o p e r a t i v e s  to e x t e n d  o t h e r  s e r v i c e s  to 

members in addition to more return to members.
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4.1 L o c a t i o n  of the Plant

The p la n t will be loca te d  on the site of an 

o r i g i n a l  small feed p r o c e s s i n g  f a c t o r y  in the 

n o r t h w e s t  of S a n h e  co un ty, 10 kms to the c o u n t y  

ce ntre. It \',’ill cov er an ar ea  of 1 2 ,0 00  s q u a r e  

me t re s . C l o s e  to t!ie X i a o w u f u  Coal Mine, th er e  

will he no p r o b l e m  for the s u p p l y  of p ow e r and 

fuel. The u n d e r g r o u n d  w a t e r  t h e r e  p r o v e s  to be 

very rich and clean. And the rail and h i g h w a y  

t r a n s p o r t a t i o n s  are bot h ver y c o n v e n i e n t .  A l m o s t  

all the raw ma1:erial s u p p l i e r s  and p o u l t r y  f arms 

iioth c o l l e c t i v e l y  o wn ed  by the c o o p e r a t i v e s  and 

s e p a r a t e l y  run by i n d i v i d u a l  m e m b e r s  are e a s i l y  

r e a c h e d  by h ighway.

4.2  Capi t a l S e 11Ie i p e n t

4.2.1 The pro.}ect t o t a l l y  r e q u i r e s  4 m i l l i o n  yuan 

i nv e st m e n t ,  of which, the civil w or ks  n ee d s 1. 5

m i l l i o n  yuan, the e q u i p m e n t  and m a c h i n e r y

4. D E T A I L S  OF O P E R A T I O N .



i n c l u d i n g  i n s t a l l a t i o n  cost c os t s 2.25 m i l l i o n  

yuan, and the ot he r p r e - o p e r a t i o n  c o st s adds up 

to 2 5 0 , 0 0 0  yuan (see a p p e n d i x :  1).

4 . 2 . 2  The C a p i t a l  Res ours e s ’.

Ban is loan: 3 , 5 0 0 , 0 0 0  yuan

R es e rv e:  5 0 0 , 0 0 0  yuan

The ba nk loan was b o r r o w e d  t h r o u g h  All C h i n a  

F e d e r a t i o n  of S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s .  

The i n t e r e s t  rate is 10.8 %.

4.3 W o r k i n g  C a p it al  R e q u i r e m e n t

S i n c e  the raw ma t er i a l  s u p p l y  and p r o d u c t  

inarketirig are both w i t h i n  the S a n h e  c o o p e r a t i v e s ,  

the ca pi t al  t u r n o v e r  is e x p e c t e d  to take 

c o m p a r a t i v e l y  less time. In the cas e of this 

feed plant, two m o n t h s  is a s s u m e d  q ui te  

r e a s o n a b l e .  So, the w o r k i n g  c a p i ta l r e q u i r e m e n t  

is c a l c u l a t e d  for two m o n t h s  as s ho wn  in the 

ch ar t belo w.  ( See a p p e n d i x  3 for d e t a i l e d  

c a l c u l a t i o n s )
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Year 1991 1992 1993 and o n w a r d s

Sum 2 , 1 0 0  2, 1 00  3 , 2 0 0

I n t e r e s t  210 210 320

a) The i n t e r e s t  rate on w o r k i n g  c a p it a l is 10%.

b)Tlie w o r k i n g  capital  i n c r e a s e s  a l o n g  with the

p r o d u c t i o n  increase.

4 .4  The Civil Wo rk s (See fi.ppendix I}, for the Proj e ct  Schedule')

The civil wo r ks  will start a r o u n d  Ma rc h  15, 1991

and c o m p l e t e  by 30th July 1991. B e c a u s e  the 

c o n s t r u c t i o n  work is not large and s o p h i s t i c a t e d ,  

tliis p e r i o d  of 4.5 m o n t h s  s h o u l d  be e n o u g h  

a c c o r d i n g  to the local c o n s t r u c t i o n  team.

4.5 Mach i er i es and , equ i pnien t s n e e d e d  by the p 1 ant ( See

A p p e n d i x  1, 2) are all a v a i l a b l e  in our

c o u n t r y  and even m o s t l y  a v a i l a b l e  in c o o p e r a t i v e s .

The p u r e b a s e m e n t  and t r a n s p o r t a t i o n  of this 

facilities will be completed by the time the

civii w o r k s  have fi ni s he d .

4.6 G(jneral I n f o r m a t i o n  a bo u t the Plant

(in 1,000 yuan)
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a) The life of the plant: 

The s a l v a g e  value:

14 y ears 

0

P r o c e s s i n g  ca paci ty : 

W o r k i n g  h ou rs in a day: 

P r o c e s s i n g  days in a year: 

P r o d u c t i o n  in a year:

5 M T /hour 

12 ho urs 

250 days 

1 5 ,0 0 0 MT

b) P r o d u c t i o n  Plan D u r i n g  the P l a n t  Life:

Year 1991 1992

MT of Feed 5 , 0 0 0  1 0,000

1993 and o n w a r d s

15,0 0 0

4.7 R a u’ M a t e r i a l s

4.7.1 Raw M a t e r i a l  R e q u i r e m e n t :

a) The m a j o r  raw loaterial r e q u i r e d  in p r o c e s s i n g  

g r a n u l a t e d  c h i c k e n  feed is corn. S u p p l e m e n t a r y  

(i.aLerials Incl u d e : bran, bean meal, bon e p o w d e r

and v a r i o u s  t r a c e  e l e m e n t s .  The gene r al  f o r m u l a  

of the g r a n u l a t e d  c h i c k e n  feed is shown in the 

f o l l o w i n g :

C o m p o n e n t  Corn Bran Meal O t h e r s  Total 

% 56 10 25 9 100

2 5



Note: O t h e r s  in cl ud e bo ne  po w er  and v a r i o u s

trac e el e me n t,  etc.

b) When  p r o d u c i n g  15, 000 MT g r a n u l a t e d  c h i c k e n  feed, 

the f a c t o r y  r e q u i r e s’

Item Corn Bran Meal O t h e r s  Total

Mt 8 , 4 0 0  1,500 3 , 7 5 0  1,350 15,000

4 . 7 . 2  Raw M a t e r i a l  P r o c u r e m e n t

a) Corn the ma j or  raw m a t e ri al  for g r a n u l a t e d

feed will be s u p p l i e d  to the p la nt  m a i n l y  by 

local fa rm e r  m embers . Co rn  is n o n - p e r i s h a b l e  and 

easy to store even by the f a r m e r s  t h e m s e l v e s .  

A f te r  ha rv est. c o o p e r a t i v e  s o c i e t i e s  in

d i f f e r e n t  p l ac e s will p u r c h a s e  a c e r t a i n  a m o u n t  

of the total p r o d u c t  and s t o r e ,  in c o o p e r a t i v e  

w;j r e h o u s e s  and the left will be s t o r e d  by m e m b e r  

L h e m se l ve s.  The c o o p e r a t i v e  s o c i e t i e s  or the 

p la nt  itse lf will tak e co rn  fr om  m e m b e r s  from 

time to time t,o refill their s t o r a g e s  and the 

f a c t o r y  will get the corn from the p r i m a r y  

.societies c o n s t a n t l y .  The s u r p l u s  of the corn, 

if any, will be sold to o th e r p l a c e s  or the
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c l o s e b y  feed plants. And if s h o r t  s u p p l y  of corn  

a c c u r s  locally, the c o o p e r a t i v e  pl a nt  will also 

p u r c h a s e  cor n fr om  other p r o d u c e r s  e l s e w h e r e .

b) So me  s u p p l e m e n t a r y  m a t e r i a l s ,  suc h as bran, bean

meal and bone p o w d e r  are also  a v a i l a b l e  locally. 

Bran can be o b t a i n e d  from a c o o p e r a t i v e  mill, 

meal can be got from a c o o p e r a t i v e  bean oil

f a c t r o y  and bone p o w d e r  is the b y - p r o d u c t  of a 

c o o p e r a t i v e  s l a u g h t e r h o u s e .  P r e s e n t l y ,  t h es e raw 

m a t e r i a l s  are e n o u g h  for the 15, 000 MT

g r a n u l a t e d  f(^ed. As for v a r i o u s  trace e l e m e n t s ,  

tlie f a c t o r y  will e s t a b l i s h  long term lin k ag e s 

with se veral s u p p l i e r s  in d i f f e r e n t  p l a c e s  to 

s e c u r e  the supply.

c) The C u r r e n t  M a r k e t  P r i c e s  for R e q u i r e d  Raw

Ma t,e r i a 1 s are listed as below:

Item Corn Bran Meal O t he r s

Y u a n / t o n  7 0 0 - 8 0 0  600 1, 400 3 ,6 67

Note: The p r i c e s  g iv en  a b o v e  m a y b e  litt le  h i g h e r

than the real ones.

4.8 P r o c e s s i n g  and P a c k a g i n g
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4. 8.1 a ) T h e  p l a n t  will use very a d v a n c e d  g r a n u l a t e d  fe ed  

p r o d u c t i o n  line a v a i l a b l e  in our c o u n t ry .  The 

p r o c e s s i n g  p r o c e d u r e  f o l l o w s  the f o l l o w i n g  line:

Raw M a t e r i a l  A c c e p t i n g  -- C l e a n i n g  M i l l i n g  —  

D i s p e n s i n g  -- P r e - M i x i n g  -- B l e n d i n g  

G r a n u l a t i n g  -- P a c k a g i n g .

The e q u i p m e n t s  r e q u i r e d  for all the a bo ve  

m e n t i o n e d  o p e r a t i o n s  are listed in a p p e n d i x  1.2.

b)Tli«^ w h o l e  p r o c e d u r e  of the p r o d u c t i o n  from the 

a c c e p t a n c e  of the raw m a t e r i a l ,  to p r o c e s s i n g  

and to the p a c k a g i n g  will t o t a l l y  c o n t r o l l e d  

V. itii c o m p u t e r  and s u p e r v i s e d  with meters . The 

a u t o m a t i c  and m e c h a n i c  s t a n d a r d  of the p l a n t  

will be a mo ng  tjie top ones in our coun tr y.

4 . ^ . 2  Packaging of the Product

T'.ie g r a n u l a t e d  p o u l t r y  feed is n o r m a l l y  p a c k e d  

into 50 kg p a ck a g e s ,  but this can be e a s i l y  

a d j u s t e d  a c c o r d i n g  to the needs. As a m a t t e r  of 

fact, it is p r e d i c t e d  only half of the p r o d u c t  

needs to be p a c k e d  b e c a u s e  mo st i n d i v i d u a l  

m e n; b e r s and some c o o p e r a t i v e  fa r ms  may use th e ir
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4.9 S u p p l y  and M a r k e t i n g  of the P r o d u c t

4.9.1 The p r o d u c t  will m o s t l y  be s u p p l i e d  to

s p e c i a l i z e d  p o u l t r y  f a r m e r  m e m b e r s  and

c o o p e r a t i v e  p o u l t r y  farms. The p r i c e  will be 

s l i g h t l y  lower t ha n  the ot h er  s u p p i e r s  and and 

the s u p p l y  will be g u a r a n t e e d  and s c h e d u l e d  

a c c o r d i n g  to the r e q u i r i n g  t i m e  in d i f f e r e n t  

g r o w i n g  p e r i o d  of c hi c k e n .  The p o u l t r y  feed 

s up p ly  is one of the most i m p o r t a n t  s e r v i c e s  in 

p o u l t r y  f a r m i n g  and p o u l t r y  f a r m e r s  can not go 

wit li out this serv ic e. T h e r e f o r e ,  the m a r k e t i n g  

Is e x p e c t e d  to be out of q u e s t i o n .

4.9.2 The marketing will be done in two ways

a) Ail the c o o p e r a t i v e  p o u l t r y  farms will p u r c h a s e  

tlie feed fro m the f a c t o r y  and t r a n s p o r t  to th eir 

farms on t he i r own.

b) For i n d i v i d u a l  me mb e rs ,  the p l a n t  will send the 

feed to their do or s  us i ng  its own 

t r a n s p o r t a t i o n s  to the n e a r b y  h o u s e h o l d s  and 

t hr ou g h 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  to

own bags or s im ply p u r c h a s e  in bulk.
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d i s t a n c e d  h o u s e h o l d s .  Th is  will be do ne  

a c c o r d i n g  to the cliick d i s t r i b u t i o n  r e c o r d  kep t 

by c o o p e r a t i v e  s o c i e t i e s .  The f a c t o r y  or 

c o n c e r n e d  c o o p e r a t i v e  s o c i e t i e s  will pay for the 

t r a n s p o r t a t i o n  e x p e n se s .

4.10 Benefit for members

4 .i0.1 V al ue  A d d i t i o n  for the Cor n P r o d u c e r s

a) The f a c t o r y  will add va lu e  to corn  for f armer 

liiCMDbers t h r o u g h  p r o c e s s i n g  the p r o d u c t  and 

p a\ i n g f a r m e r s  h i g h e r  p u r c h a s i n g  p r i c e s  for 

tlieir corn and other m a t e r i a l s .

b ) The f a c t o r y  will s ec ur e  the m a r k e t i n g  of corn 

for p r o d u c e r s  at a r e m m u n e r a t i v e  price.

J.10.2 "'lore Inco me  for the P o u l t r y  F a n n e r s

a) The f a c t o r y  will sell p o u l t r y  feed at lower 

p r i c e s  to s p e c i a l i z e d  p o u l t r y  f a r m e r  m e m b e r s  so 

that t he i r p r o d u c t i o n  cos t will be r e d u c e d  and 

tlieir in co me  from p o u l t r y  p r o d u c t i o n  in crea s ed .

b ) T h e  f a c t o r y  will g u a r a n t e e  the s u p p l y  of feed to
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rid m e m b e r s  of risk of s ho rt  s u p p l y  and p r i c e  hike 

in fee d fro m o u ts id e.

c) The feed are p r o v i d e d  at f a r m e r s’ door w h i c h  not 

only saves the f a rm e rs  a lot of ti m e and e n e r g y  

l)ut al so  sa ves th em a lot of t r a n s p o r t a t i o n  cost.

4 . 1 0 . 3  The p r o j e c t  will a t t r a c t  mo re  p e o p l e  to join the 

c o o p e r a t i v e s  and i n i t i a t e  m e m b e r s’ e n t h u s i u s m  in 

p a r t i c i p a t i n g  c o o p e r a t i v e  af fa i rs .

.4.10.4 1 1 1 is p r o j e c t  can al so  e n r i c h  the c o o p e r a t i v e  

r e s o u r c e s  for i m p r o v i n g  f u t u r e  s e r v i c e s  to 

m e m b e r s  .

1 I 0 . 5  Tills p r o j e c t  will d i r e c t l y  and i n d i r e c t l y  c r ea t 

man y e m p l o y m e n t  o p p o r t u n i t i e s  for the s u r p l u s  

iafiours in the rural area.

4.11 T }j e  I rn p 1 e in a n t a (. i o n of the P r o ,j e c t

The p r o j e c t  will be i m p l e m e n t e d  by S a n h e  C o u n t y  

Un ion of S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s  with 

the s u p p o r t  from Hebei P r o v i n c i a l  U n i o n  of 

S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s  and the All 

Cliina F e d e r a t i o n  of S u p p l y  and M a r k e t i n g  

C o o p e r a t i v f; s .
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5 O R G A N I Z A T I O N  AND M A N A G E M E N T

5.1 The Ove r All M a n a g e m e n t :

5. 1.1 The p r o j e c t  will be i m p l e m e n t e d  bj' the S a n h e  

Cou n t y Union  of S u p p l y  and M a r k e t i n g  

C o o p e r a t i v e s .

5.1.2 A gene r al  m a n a g e r  will be e m p l o y e e d  by the b oa r d 

of d i r e c t o r s  of the c o u n t y  u n i o n  to m a n a g e  the 

plant .

5 . 2 ‘Manageinent of the Plant

5.2.1 The p l a n t ' m a n a g e r  will a p p o i n t  a d e p u t y  m a n a g e r  

to coo p with. Seve r al  s e c t i o n s  will be 

e s t a b l i s h e d  to c a r r y  o u t  d i f f e r e n t  n e c e s s a r y  

f u n c t i o n s  u nd er  the ge ne ra l  m a n a g e r  and the 

d e p u t y  ma n ag e r.  The s e c t i o n s  to be e s t a b l i s h e d  

are as foll ows:

a) General M a n a g e m e n t  O f f i c e  

I)) Raw M a t e r i a l  S e c t i o n
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c) T e c h n i c a l  S e c t i o n

d) P r o c e s s i n g  S e c t i o n

e) S u p p l y  and M a r k e t i n g  S e c t i o n

f) A c c o u n t i n g  S e c t i o n

5 . 2 . 2  T h e r e  will be 60 p e o p l e  w o r k i n g  in the f a c t o r y

a s s h ow n  below'.

a ) G e n er al  M a n a g e r 1

b) D e p u t y M a n a g e r 1

c) A d m i n i s t r a t i v e  A s s i s t a n t 1

c) S e c r e t a r y 1

f ) Raw M a t e r i a l  P u r c h a s e r 2

g) Raw M a t e r i a l  S u p p l i e r 2

h ) C o m p u t e r rn a n 2

i ) Lab T e c h n i c i a n 2

J ) Q u a l i t y  C o n t r o l l e r 2

k) C hi e f of W o r k e r s 1

1 ) W o r k e r s 32

rn) W a t c h m a n 2

n) M a r k e t i n g  Agent 3

o ) P r o d u c t  W a r e h o u s e  K e e p e r 2

P) M a r k e t i n g  Plan Ma ke r 2

Ci) C hief A c c o u n t a n t 1

r- ) A c c o u n t a n t 2

Total : 60
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5.3 Ge n er a l S t r u c t u r e  of S a n h e  C o u n t y  U ni on of 

S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s :

M e m b e r s  M e m b e r s  M e m b e r s  M e m b e r s  M e m b e r s  M e m b e r s

L_____ _ J  !_________ i

the C o u n t y  Union

BOD of C o u n t y  Un i on

f r i |C 0 o p e r a t i V e I" C o o p e r a t i v e
1
' Mill p h i c k e n  Feed P l an t
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5 . 4 . 2  R e s p o n s i b i l i t i e s  of Each Section:

a) G e n e r a l  and D e p u t y  M a n a g e r

--T o IP an age tlie w h o l e  f a c t o r y  on b e h al f of the 

BOD of the c o u n t y  union.

ia) P l a n t  M a n a g e m e n t  O f f i c e

-to help the ge neral m a n a g e r  and d e p u t y  m a n g e r  

in t ii e i r work and take car e of the 

a d m i n i s t r a t i v e  a f f a i r s  of the w h o l e  plant.

c ) Raw M a t e r i a l  S e c t i o n

— To p u r c h a s e  and s up pl y  raw m a t e r i a l s  a c c o r d i n g  

t,o the need and look a f t e r  the raw m a t e r i a l  

w a r e h o u s e s .

To be d i r e c t l y  in t ou ch with corn p r o d u c e r s  

and c o l l e c t  th ei r adv i ce s .

d) T e c h n i c a l  S e c t i o n

-To c a r r y  out the c o m p u t e r  work, r e s e a r c h  and 

to c o n t r ol  the p r o d u c t  q uality.
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To p r o c e s s  the rav,’ materia l  into g r a n u l a t e d  

c h i c k e n  feed

e) P r o c e s s i n g  S e c t i o n

f) S u p p l y  and M a r k e t i n g  S e c t i o n

--To m a r k e t  and sup pl y  the p r o d u c t  a c c o r d i n g  to 

the r'ecord for r e q u i r e m e n t  and hear ot h er  

f e e d b a c k  inforiTiations from p o u l t r y  farms.

g) A c c o u n t i n g  S e c t i o n

- To take car e of the a c c o u n t i n g  of the plant.
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6. F I N A N C I A L  A N A L Y S I S

6.1 A s s u m p t i o n s  Mad e for the F i n a n c i a l  A n a l y s i s

6.1.1 The f a c t o r y  life is 15 years s t a r t i n g  right from  

the c o n s t r u c t i o n  year. The life of b u i l d i n g s ,  

m a c h i n e r i e s  and e q u i p m e n t s  are c a l c u l a t e d  on an 

a v e r a g e  basis.

6 .1 . 2 The total c a p i t al  inve.stment of 4 m i l l i o n  yuan  

i n c l u d i n g  all p r e - o p e r a t i o n  e x p e n d i t u r e s  will 

be completed in one phase.

().1.3 D e p r e c i a t i o n  cost is c a l c u l a t e d  with an a v e r a g e  

d e p r e c i a t i o n  rate of 7. 2 % for the w h o l e  

i n v e s t m e n t  as d e c i d e d  by the local f i n a n c i a l  

o r g a n i z a t i o n  .

D e p r e c i a t i o n  Cost: 4 , 0 0 0 . 0 0 0  X 7 . 2 %  = 2 8 8 , 0 0 0  yuan

6 . 1 . 4  S a l v a g e  V a l u e  is a s s u m e d  to be 0.

6 . 1 . 5  All the o p e r a t i o n  and o v e r h e a d  cost are 

c a l c u l a t e d  with the r e f e r e n c e  of the e x i s t i n g
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6 . 1. 6  The p r i c e s  of d i f f e r e n t  raw m a t e r i a l s  and the 

p r o d u c t  were s u r v e i e d  from the mar k e t.  But in my 

c a l c u l a t i o n ,  the raw m a t e r i a l  p r i c e s  are t ak en

sliglit h i g h e r  and tlie p r o d u c t  p r i c e  little  lower

a c c o r d i n g  to the d e c i s i o n  of the c o m m a n d  

c o o p e r a t i v e  o r g a n i z a t i o n .

6 . 1 . V  The i ncome  tax is only 15 % of tlie net profit, 

so it is put in v a r i a b l e  cost for easy

c a 1c u 1 a t i on.

() . 1 . 8 The f a c t o r y  will p r o c e .s's at its full c a p a c i t y

s t a r t i n g  from the 3rd year and t h r o u g h o u t  its 

life time.

6.2 W o r k i n g  Ca pi tal R e q u i r e m e n t

(in 1,000 yuan)

plant of the same kind.

Year 1991 1992 1993 and o n w a r d s

S 0 m 2, 10 0 2 . 100 3 , 200

I n t e re s t 210 210 320

a) One c a p i ta l t u r n o v e r  takes  2 m o n t h s

b) W o r k i n g  ca pi ta l i n c r e a s e s  with the c a p a c i t y
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c) I n t e r e s t  rate on w o r k i n g  c a p i t a l  is 10

6.3 P r o d u c t i o n  Cost

6.3 .1 F i x e d  E x p e n s e s

I tern Sum (in 1,000 yuan)

W ag e  144

Ad ininistrative E x p e n s e s  40

C a p i t a l C o s t  378

D e p r e c i a t i o n  288

Total : 850

a) Adni i n i s t ra t i ve E x p e n s e s  also i n c l u d e  some 

o t h e r  fi x ed  costs like i ns u ra nc e .

! j) Interest on Investment is only taken on the 

3.5 m i l l i o n  bank loan and the rate is 10.8 %.

c) The tlepreciation is c a l c u l a t e d  on an a v e r a g e  

b as is  and the rate is 7.2 %.

6 . 3 . 2  V a r i a b l e  Co st

ko



I tern 1991 1992 1993

Raw M a t e r i a l 6 ,090 1 2,18 0 18. 270

W a te r 1 2 3

P ower 60 120 180

Fuel 37.5 75 112.5

P a c k i n g 50 100 150

O t h e r s 80 160 240

W o r k i n g  Capi ta 1

I n t e r e s t 105 210 320

T o t a l : 6 4 2 3 . 5 1 2 ,8 47  19 . 2 7 5 . 5

( in 1,000 yaan ) 

o n w a r d s

a ) O t h e r s  i n c lu de  r e p a i r i n g .  tax,

transportation and etc.

b) The w o r k i n g  capital  i n t e r e s t  for the 1st year 

is for half a year only s i nc e the o p e r a t i o n  

start .

6 . 4  Fi n an c ia l  A n a l y s i s  (see next page)

6.4.1 The P a y b a c k  P e r i o d  of the Proje ct :

a) B e f o r e  D i s c o u n t i n g 5 years  

|j) After Discounting: 6 years

6. 4. 2  Break Even Point:

hi
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TotaI Fi xe d  Cost

BEP = -------------------------------------------

P r i c e  - A v e r a g e  V a r i a b l e  Cost

8 5 0 , 0 0 0

= -------------------------  = 8 9 5 0 . 5  MT

1380 - 1 2 8 5 . 0 3 3 3

6 . 4 . 3  Net P r e s e n t  V al u e ( D i s c o u n t i n g  Rate: 10.8 %)

Net C a s h f 1ow

NPV = E ----------------------- - C a p it a l I n v e s t m e n t

(1 + i-)""

= 7 , 5 1 3 , 5 9 9  - 4 , 0 0 0 , 0 0 0  

= 3 , 4 1 3 , 5 9 9 . 4  (yuan)

6 . 4 . 4  Internal R e t u r n  Ratio: (Trial .and Error)

+ NPV

IRR = i ^ + --------------------  (ii- ii)

+NPV - (- NPV)

3 , 5 1 3 , 5 9 9 . 4

= 1 0 . 8 % + ----------------------------------- ( 2 4 % - 1 0 . 8  %)

3 . 5 1 3 . 5 9 9 . 4 - ( - 1 5 8 , 0 7 8 . 3 )

= 2 3 . 4 3  %



6 . 4 . 5  Beiiefit Co s t  Ratio:

Total D i s c o u n t e d  Ca.shinflow

BCR = ---------------------------------------

Capi ta l I n v e s t m e n t

= 7 , 5 1 3 . 5 9 9 . 4  v 4 , 0 0 0 , 0 0 0  

= 1.878

6 . 4 . 6  Total In co me I n c r e a se d d u r i n g  the P r o j e c t  Life:

a) Total P r o f i t  =. Total C o n t r i b u t i o n  ~ Total

Fi xe d E x p e n s e s  

= 1 8 . 5 2 3 , 5 0 0  - 1 1 , 9 0 0 , 0 0 0

= 6 , 6 2 3 , 5 0 0  (yuan)

b) Total Raw M a t e ri al  Processed:. 1 9 5 , 0 0 0  MT

c) Total Co r n P ro c es se d :

1 9 5 , 0 0 0  X 56 % = 1 0 9 . 2 0 0  MT



6 . 4 . 7 S e n s i t i v e  A n a l y s i s

a) When the pr ic e of raw m a t e r i a l  rises by 2 %

BCR = 1 . 3 1  IRR = 18.4 %

b) Wh e n the p r i c e  of p r o d u c t  falls by 2 %,

BCR = 1.23 IRR = 16.8 %

6.4.8 Remarks on the Financial Analysis:

a ) The above financial analysis shows that the

p r o j e c t  is f i n a n c i a l l y  viable. In fact, the 

p l a n t  life could he longer than 14 years 

and if n e c e s s a r y ,  the c a p a c i t y  of the p l a nt

can Jje e a s i l y  brouglit up to 3 0 , 0 0 0  Mt / Y ea r .

b) The p r i c e s  of both raw m a t e r i a l  and g r a n u l a t e d  

feed are ta k en  in f a vo u r of the me mb e rs .  So, 

benefit to members is already there in this 

a n a l y s i s  .

c) The mo s t ^'ital risk for the p l a n t  is the p r i c e  

fall in feed ma rket. But this will not likely  

h a p p e n  a c c o r d i n g  to our s i t u a t i o n .  F u r t h e r m o r e ,  

s i n c e  the p r o d u c t  is for self use and p r o v i d e d  

wi th  ma ny  o t h e r  se rv i ce s,  the p ri c e f a c t o r  may

ZiS



7. BUDGET

Budget for the First Five Years:
(in 1,000 yuan)

Year
Item 1991 1992 , 1993 1994 1995
__ _ _ . , -
Sales 6,900 13>800

r ■ ............... ''
20,700 I 20,700 1 20,700

Fixed Expenses i 184 184
i

184 1 184! 184

Variable Cost 6,423,5 i 12,847 19,275.5 ' 19,275.5
i

19,275.5

Capital Inerest 288 288 288 i 288 288

Depreciation 378 ' 378 378 378 378

Net Profit -373 .5  ; 103: ! 574.5 574.5 574.5

Repayment
1

111 200 250

Surplus -373 .5  ; 103 S74.5 374.5 324.5 ■

Gummulative Surplus i -3 73 .5  ' -270 ,5  ! 305.5 678,5 1003

The repayment will begin from the forth year, ^"rom 4th year to 6th 

year, the repayment will |)e 200,000; 250,000 and 350,000 respectively. 

From the 7th year on, it will be 4-00,000 yuan.
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8.1 To t h e  S a n h e  C o o p e r a t i v e  U n i o n :

8. 1. 1 T h e  c a p a c i t y  of th e p l a n t  c a n  be e a s i l y  

i n c r e a s e d  s i m p l y  by e x p e n d i n g  th e  p r o c e s s i n g  

ti m e so t h a t  t h e  f a c t o r y  can  a l s o  e x p l o r e  

rnarltets in o t h e r  p l a c e s  o t h e r  t h a n  o n l y  l i m i t i n g  

its p r o d u c t i o n  fo r s e l f - u s e .

0 . 1 . 2  T h e  p l a n t  c a n  p r o d u c e  f e e d  for o t h e r  a n i m a l s  as 

well, such as pig, duck and cattle with the 

a v a i l a b l e  s u r p l u s  p r o c e s s i n g  c a p a c i t y ,  w h i c h  

will bring about more income to the farmers.

3.2 To H e b e i  P r o v i n c i a l  U n i o n  of S u p p l y  an d 

Marketing cooperatives and the All China 

F e d e r a t i o n  of S u p p l y  and M a r k e t i n g  C o o p e r a t i v e s .

8 . 2 . 1  To e x t e n d  m o r e  s u p p o r t  to c o o p e r a t i v e  

d e v e l o p m e n t  p r o j e c t  at g r a s s  r o o t  level like t h i s  

one to directly benefit farmer members.

8 . 2 . 2  To f u r t h e r  c o o r d i n a t e  the a c t i v i t i e s  of 

c o o p e r a t i v e  s o c i e t i e s  in d i f f e r e n t  p l a c e s  for  

their mutual benefit and mutual help.

8. R E C O M M A N D A T I O N S
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8 . 2 . 3  M o r e  e m p h a s i s  s h o u l d  be p u t  on e d u c a t i o n  an d 

t r a i n i n g  of c o o p e r a t i v e  p e r s o n n e l ,  p ar ti c ul ar ly ' 

c o o p e r a t i v e  l e a d e r s  at g r a s s  r o o t  level so t h a t  

t h e y  wi ll  be a b l e  to f i n d  an d g r a s p  

o p p o r t u n i t i e s  to d e v e l o p  m o r e  and  b e t t e r  

c o o p e r a t i v e  p r o j e c t s  an d s e r v e  c o o p e r a t i v e  

m e m b e r s  m o r e  s a t i s f y i n g l y .

8 . 3 T o t h e S t a t e G o v e r n m e n t

8.3.1 To e x t e n d  tax e x e m p t i o n  t r e a t m e n t  and ot he r 

p r i v i l e g e s  to n e w l y  f o u n d e d  c o o p e r a t i v e  p r o j e c t s  

to e n c o q r a g e  th e  g r o w t h  of t he m.

8 . 3 . 2  To b e t t e r  c o o p e i a t e  w i t h  c o o p e r a t i v e  s o c i e t i e s  

at d i f f e r e n t  level fo r t h e  s a k e  of p r o m o t i n g  

rural d e v e l o p m e n t .

8 . 4 T o ICA and  Its O f f i c e s

8 . 4 . 1  T o  d e v e l o p  m o r e  p r o j e c t s  s i m i l a r  to th e  ICA / 

J a p a n  T r a i n i n g  C o u r s e  on S t r e n g t h e n i n g  t h e  

M a n a g e m e n t  of A g r i c u l t u r a l  C o o p e r a t i v e s  in A s i a  

so t h a t  m o r e  c o o p e r a t o r s f r o m  d i f f e r e n t  

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

l e a r n  n e w  a n d  n e c e s s a r y  k n o w l e d g e  in c o o p e r a t i v e  

m a n a g e m e n t  .

^+8



8 , 4 . 2  To p r o m o t e  m o r e  s t r o n g l y  t h e  e x c h a n g e  an d 

c o o p e r a t i o n  b e t w e e n  c o o p e r a t i v e s  in d i f f e r e n t  

p a r t s  of t h e  w o r l d .
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Civil Work Cost:

APPENDIX 1

Item Unit Pr^ce 
yuan/m

Cost

Main Plant 800 550 440,000

Rav; Material vStorage 800 200 160,000

urain Accepting Mouse 60 500 30,000

Supplementary Store 1,000 250 250,000

Product V/arehouse 800 250 200,000

Distribution Station 100 400 40,000

Ground Scale 200 400 .80,000

Repairing Workshop 100 300 30,000

Water Tower 50t 100,000

Pump House /.o 300 12,000

Laboratory 80 400 32,000

Boiler tiouse 80 ■ 350 28,030

Others 98,000

Total 1,500,000



b) Equipments f^ost

‘•''aterial .^ection 9^,200

^leaning .‘Section 131,000

*'il3Ang .Section 172,000

■dispensing and ’'•’ixing .'^action ^1.3,000

•Granulating Section 90,000

’■'■Eighing and '^acking ‘"ection 55,000

■̂ ust '^leaning System 61,000

Oil Adding '''ystem 30,000

Initial ’'■'’ixing .'System 89,000

^ixing Material 50,000

installation and "^ixing roet: 1,900" '̂ 15*̂  = 170,000

transportations of the 'Equipment: 1 , 1 ̂41 ,900 = 110,000

Contingencies: 1 , 1 +̂1 , 9 0 0  5'"' = 60,000

■Electronic "Equipment 500,000

facilities 270,000

'T^otal: 2,250,000

A D'OTM-nxV ]
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Tjist of '̂fachifijsry and Fquipments 

Fxpenditure

Item i^ost

1 . Paw Material Section

Oround .'̂''Cale 20,000

^oister 15,000

.'^craper 20,000

Middle 4,000

Perminant ’'■'Magnetic "^ank 5,000

^ulser 6,000

■c’neumatic Valve 

Material Indicator 

'^ub-total

2. Sleaning 5^ection ( including .Supplementary '^aterial

Processing's 

woister /+8/28 if5,000

'-oister 36/18 6,000

'^crpiper 20,'^00

r'rusher 18,000

■Pulser 12,0^0

Perminant ^^agnetic 10,000

^owder Cleaning ‘Screen 11,000

Pneumatic 'T’ee Toint 9,000

Sub-Total 151,000

a DD-pivj-nTX 2.
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T tern r’ost

3* <^rushing Section:

T^ulverizer 

^olser “̂ust ^emover 

'Governing f^eeder 

'^-rading Sifter 

■■̂oister 

crnper 

distributor 

Pneumatic ^ee 

Spria3i '^onveyer 

'^ub-tot-^1

12,000 

20,000

3 0 .0 0 0

48.000 

20 ,000  

1 3 ,-^00 

3 ,6 0 0  

lOj0O6

1 7 2 ,6 0 0

k. ■dispensing a n d  M i x i n g  'Section 

'^ontniner 

'"atei-i-Tl "^eeder 

d i s p e n s i n g  .‘̂cale 

■Slender 

^ cr,Tper

''’at e r i a l  I n d i c a t o r  

^^oister

Pneumatic '̂'’alve 

■Pneumatic "^ee 

"'ub-t otal

160,000 

/+8,000 

120,000 

18,000 

20,000 

18,200 

15,000 

1 , 600 

1 ,300 

3,600
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It e m T o s t

5. ^-ranulsting ' '̂ection:

Granulator 

'^ooler 

'^rusher 

Hrading .'̂ ieve 

”'ind Henerator 

■̂ust Cleaner 

^oister 

^ub-total

23,000

16,000

13.000

8.000 

3,000 

3,000 

2Zf,000 

90,000

6. ”'iEighln(-:: ^nd backing Section

’"eight C o n t r o l  Tracking '■''achine 

^ u b - t o t a l

55,000

55,0")0

Tiust rieaning ‘=^ection

'••’uLser

''-ir 'Compressor 

ftir '^ontsiner and Separator 

"'i'-.d Screen 

'^ub-total

22,000

16,000

3.000

15.000 

61,000

8. "̂ il Adding System 50,000

%
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fiPTPATT^TY 2

Item Host

9. ■^re-mixing System

■̂ ecder 

Blender 

^■'oister 

‘̂ub-totql

??,000

3,000

7,500

12,000

^^,500

89,000

10. ■'Electronic Equipments 50,000

11. "̂ .gb Facilities 27,000

^otol: 1 ,911,900



W o r k i n g  C a p i t a l  at th e C a p a c i t y  of 1 5 , 0 0 0  [IT:

Item S u in

Ra w  M a t e r i a l  3 , 0 4 5 , 0 0 0

W a t e r  50 0

P o w e 1' 3 0 . 0 0 0

Fuel 1 8 . 7 5 0

W a g e  2 4 , 0 0 0

P a c k a g e  2 5 . 0 0 0

W o r k i n g  C a p i t a l  I n t e r e s t  5 3 . 3 3 3  

Administration 6,666

O t h e r s  4 0 . 0 0 0

T o t a l  3 2 4 3 , 2 4 9

a) One  t u r n o v e r  is a.s sinned to t a k e  t;wo m o n t h s

b) In o t h e r  c a l c u l a t i o n s ,  t h e  w o r k i n g  c a p i t a l  

is r o u g h l y  t a l< e n as 3. 2  m i l l i o n .

A P P E N D I X  3.
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A P P E N D I X  4.

P r o j e c t  S c h e d u le :

1> '

,̂ 5)

V -C
(l)~ •(S)

A. F e a s i b i l i t y  stude and p r o j e c t  d e s i g n i n g

Jan ] , 1991 -- Feb 15, 1991

B. S e t t l e m e n t  of the r e q u i r e d  ca pi t al .

Feb 15, 1991 -- Ma rc h  15, 1991

C. Civi} wo r ks

'larch 15. 1991 -- Jun e 30, 1991

D . P u r c h a s i n g  t li e m e c h i n a r i e s and e q u i p m e n t s

5 7



May 1, 1991 -- Jun e 30, 1991

E. I n s t a l l i n g  and a d j u s t i n g  m a c h i n e s

Jul y 1 . 1991 -- July 31, 1991

F. T r a i n i n g  of w o r k e r s

Ju n e 1, 1991 -- July 31, 1991

G. Trial o p e r a t i o n

July 31, 1991 -- Dec. 31, 1991
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SUMMARY

This proj^ect will be pressed cooperative principle to manage

ment. It will be separately businessed accounting, and under

taken benefit even. Carring out integral of Chinese onion pro

ducing, purchasing and pr-ocessing, raising output and quality 

of products, and cutting down capital of products, increasing 

Income of farmer members and accumlation of cooperative.

1 .1

1 . 2  

1.3

Main Raw Materials: 

Methords of Processing: 

Breed of Processing:

Chinese Onion 

Purchase Processing 

Salt Chinese Onion Sweet 

Chinese Onion Mixed Vegetables

1.4 Sum Total Capacity (unit: M/T, day) .

item 1 S t  year 5th year

total 340 ^ 740

salt 200 300

sweet 20 200 '

mixed 120 240

(laily capacity; 14.2 25-

v.'oricing days 200 300

1.5 Investment (uni t : . ten thousand)

mill pool jar 

14.6 3-85 1-35

goods
vmrehouse

0*15

machinery 

1 .4

others

3.65

total

37

1.6 Financial Analysis 

1 .6-1 Pay Back Period: years

1.6-2 Break Even Point(first year): i : u6-7S M/T

1.6-3 IRR: _________ 2 ^ _________ 'fo.

1.6-4 BCR: (at '

1.6-5 Giving Farmer Members' Profit years): X ,S °5  yn Ulion y uan ■

- 2 -



The area of the project lies in Tou Zheng of E Zhou City where 

is Hubei pruvincial southern bank of Long rive. This town 

nearly mountain and lake* Climate is proper, and rain is 

enough, and land is fertile. To grow Chinese onion with very 

good conditions. Chinese onion which was produced here is very 

famous. It is a good breed of vegetables, and cultivated history 

is very long. Fresh Chinese onion here exported to Malaysia 

and Hong Kong ago. All town have ten villages with 9004 house

hold and 18 thousand population. Among them, have cultivated 

Chinese onion 3000 of farm household, at 60 per cent of total 

farm household. There are cultivated area 2800 ha. There also 

are mountain area 2600 ha. There are cultivated Chinese onion 

area about 100 ha. Total output the least is 0.6 million kg. 

per year. Output of the hinghest is 2.25 million kg. per year. 

Exporting Chinese onion capacity the highest is 2.2 million kg. 

per year.

Tou Zheng supply and marketing cooperative started to se.t up 

Chinese onion processing mill in 1973- In that time, it's 

main production methord by hand. Peasants cultivated in dis

perse ana fra/^mentary, and output of unit is very lower, and 

capacity is very Jitter, and Chinese onion did not sell well, 

pui'chare price is only 0.? yuan i. er kg. In order to develop

ment proauction, extending export, .procure foreign exchange for 

country , this supply and markf^ting cooperative has started in

vestment since 1973* The Chinese onion processing mill had ban 

setted up, and it was belonged to the supply and marketing co

operative, and business accounting is not separately, management 

is improper, adding exporting was influenced by international 

market, it has been often lost money in business, for example, 

it lost 0.4 million yuan in 1984.

For this reason, this processin^^ mill will be separated out from 

the supply and marketing cooperative, and it be|>ressed principle 

of cooperative to management, it will be separately businessed

II BACKGROUND
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accountiog and undertaken benefit even. To organize famer 

leeiBbers put. their share. Ard original fixed assets net pre

sent value 253® thousand ŷ uan. as investment of the supply and 

marketing cxjjaigj&jrative p>at inft.® new Chinese onion processing 

mill. Bes£t^^ the suppl;? and marketing cooperative row out 

300 thouss2ES from original loan for cashflow of the pro

cessing- Eill.. Both fixed assets and cashflow were used will 

pay interest- On basis* to set up Tou Zheng Chinese onion 

production eao'perative mill and carry out the integrate deve

lopment of production* processing and marketing. Favourable 

condition of development this project as follows:

1) This product is exported, it will be able to procure

foreign exchange for country, and it will procure both gove- ■

ment of province and city to support, and foreign trade de

partment will suppurt too.

2) Chinese onion here is high quality with very strong 

competition power.

3) This product have certainly basis.

4) There is very large latent capacitj'- in domesxic market

5) Peasants expect cooperative to help them with produc

tion and marketing.

Of course, there also is certainly difficulty to develop this 

project.

') There are two C h i n e s e  o n ion j;roco ssin^: ir.ill in Tou 

Zheiig, c o m p e t i t i o n  will c e r t a i n l y  I’hai’p .

2) Chinese onion harvest season is very short and need 

fund of large n’.Jmb.

3) Chinese onion exporting will oe influenced by inter

national market.

In a word, this proje.ct will be able to develop.

- 4 -



Ill THK PROJifiCT OF CHlNJiSii ONION

PRODUCING,PROCi^;SSING A N D  MARKliiTING

The main a im of this project lies in service expansion, and 

the enhancement of the farmer members income. The detailed 

objectives are as follows:

1. Drawing farmers of planting Chinese onion join coopera

tive and selling their products to cooperative.

1) There are farm household 3000 of planting Chinese 

onion in the all town, and win between 60 to 80 per cent of 

farm households join cooperative with 1800 to 2400 households.

2) Season worker will be selected from f a r m  members.

3) Suing high quality chemical fertilizer exchange Chinese 

onion with farmer members.

4) The end of per year draw extra dividends to farmer 

m e m b e r s .

5) Prociding other preferential to farmeTmembers.

3.1-2. Guid ing production of farmer members.

1) According to plan of foreign trade department and do

mestic selling plan sign a contract with farmer members before 

planting. And help farmer members to carry out production 

task.

2) To select good seed to provide to farmer members.

3) Providing two technician to fjuiding former members to 

produce. /

4) Supplying chemica] fertilizer and pesticide that farmer 

members needs of planting Chinese onion, and price is preferent

ial .

5) Organizing expert of planting Chinese onion among^ farmer 

members to guiding production.

3.1-3. Guiding farmer members to harvest at the right moment.

4. Expanding processing.

1) Processing capacity; from 340 M/T of 1st year in

crease to 740 M/T of 5th year.

2) Breed: Salt Chinese onion.

Sweet Chinese onion.

Mixed vegetables.

- 5 -



a. 20KG

b. 10KG

a. 1 KG

b. 0.5 KG

a . 2 KG

b. 1 KG

3) Standards:

Double-deck pack;

Bottled :

P l a s t i c s  bag  :

5* Expanding Selling*

1) To export to Japan

2) Domestic market:

a. Whotesale shop.

b. Retail shop*

c. Guesthouse.

d. Factory.

e. University.

f. On train

3) To strengthen sale-advertisement.

4) To sell by all staff and farmer members.

5) Arrage person specially to sell and integrate with 

benefit.

6. Procurement of raw materials: Raw materials will be

r ro\*iaed i n  t h i s  a r e a  and. f r om  s d j a c e n t  a i ' e a s  w},ei’e wuchang ,  

y/ucl.e c o u n t y  find J i a n t ’; X i  p r o v i n c e .

7 .  } r o c e s s i n g  F r c e d u r e s .

- 6 -



Salt Chinese Onion Processing Procedures

/

irrigate add

brine salt
maturate

- 7 -



Acid-Sweet Chinese Onion Processing Procedures

product

-  8 -



8. Processing capacity (unit: M/T)

item total salt 
Chinese 
onion

acid-sweet
Chinese
onion

mixed
regetables

raw
material

1 340 200 20 120 615

2 440 225 65 1 50 7 9 5 . 9
3 540 ' 250 110 180 976.8

4 640 27.5 '• 15 5 210 1 1 5 7 . 7
5 740 » 300 200 240 1338.6

9* 'i'ransportation.

Mainly rely on cars of foreign trade department and supply 

and marketing cooperatives.

10. Season of harvest and Processing

item 1 ,2 3: ' 4 5 6 1 8 9 10 • 11 12

Chine se 

onion

t-------- ^

< r -*
.. — — -------- V

Season of harvest: 4---------->

Season of processing: - r ------- ^

- 9 -



IV ORGANIZATION AND MANAaHMENT

4
4.1 Overall Management Policy.

Deputy meeting of'^arrner members and board of directors will be 

set up in Tou Zheng's Chinese onion production cooperative mill. 

Business and management policy will be determined in the general 

assembly or board of directors. There is a direct chairman of 

the board. There are a manager and two vice manager will be 

engaged b y  the board of directors. All staffes will be engaged 

too.

4.2 Details of Management.

4.2-1 Procurement of Raw Materials

4.2-2 Processing

4.2-3 Marketing: Export

Domestic

4.2-4 Planning and Accounting.

4.2-5 Administration and General Mana^^ement.

4 . 3  Organization Chart

board of directors

^ - , - - 3 4 - ........ ......
airect chairman 1

H I .... .r  _

jgronomirt — 

bechnician _i

( 1 )

[general manat^^emen'

7-9)

( 1 )

( n

vice manager

I
(

~[j.)roQuction (2)

test quality 1— purchase (1)

( 1 ) ‘ ----------

^planning) financial

 ̂ (1)" affairs

vice manager j (1)
—engineer (1

processing
r3)

r-assi stant (1engineer 

J:echnician(

marketing{(2)

I
export I domestic

( 1 ) ( 1 )

-  10 -



4.4 Task of each Division

4.4-1 Gerneral Manager:

^ a .  To take gerneral responsibility for production, pur

chase, processing and marketing.

b. To take fesponsibility for planning and financial af

fairs .

c. To take fesponsibility for workers control.

4.4-2 Vice Manager

a. To be assigned personal responsibility for production 

and purchase of Chinese onion, and the end of year draw extra 

dividends to farmer members.

b. To be assigned personal responsibility for processing 

and mar keting of Chinese onion.

4.4-3 Task of each department

1) Production Department

a. Planning of plant.

b. Guiding technicial

c. To survey price of purchase

d. Farmer members put share into coop.

2) Purchase Department

a. purchase products accorder planning at fixed time and 

■tduross.

b. To check in numb t.hat f arrrjet̂ members sell j)roduc tr..

5) IrocesHin/ ')e:/nrtnif‘rjt

a. Processing production

b. machinery maintenance ana repair

c. Suin^j and manageoient of season labour

4) Marketing Department

a. Export and domestics marketing

b. Transportation, storing, inventory control

c. Collecting niarket information

d. Searching of market development

e. Adertisement



5) Planning Department

a. To link up planning of production and marketing

b. To keep accounts

c. To hold a concurrent post teller

6) Financial affair

a. Report forms

b. Financial analysis

c . To work out system of n.anagement

d. Fund was used and received

e. To work out assign plan

4.4-4 To set up group of farmer members.

- 12 -



FINANCIAL AlMALSIS

5.1 Cashflow accoun:^' table

(unit: ten thousand yuan)

item 0 1 2 3 4 5

net cashflow -87 3 14 25 36 120

net cashflow 
clusters of ralue -87 -84 -70 -45 -9 111

net cashflow 
present value 
(1=157°)

-87 +2.61 10.59 16.44 20.58 59.66

net cashflow 
present -87 -84.39 -73.8 -57.36 -36.78 22.88

5-2 Pay back period of investment: 5 years

T =4.61 year

The pay back period of investment is shorter than life of 

the project, so it is able.

5.3 IVrv (i=15fO

jnP V  = : F ^ 1 / ( 1 + i ) ~  = - R Y x ^ x 1 / 1 + 0 . 1 I « x l / ( 1 + 0 . 1 5 ) ^

1 + 0 . 1 5 ) ^  + 5 6 x i / (  H-0..1

+ T 2 0 x ^ / {1+0.1b) 

-?2.P8

b

5.4 Break î iven Point (first year)

(unit: ten thoi-fonG yi^an)

item salt acid-sweet- mixed total

sales income 62 10.2 4.8 77

sales cost 

variable cost
61 .08

contribution
marf^in 15.92
fixed cost 15-48

- 13 ~



1^-92
contribution margin ratio =  =0.20675

1^.48
break even sales forehead = =74.87

62
products sales forehead = x74.87=60.28

60-28
salt products output = =194.45 (T)

10 2
acid-sweet products _ — ^ n ^ - o  no 

sales forehead 77
9.92

acid-sweet products output = g 51 =19*45 (T)

4 . 8
mixed veg. sales forehead = rjrj x74.87=4.67-

4.67
mixed veg. products = =116.75 (T)

break even point: 194.45(T), 19*45(T), 116.75(T)

5 . 5  Fund flow quantity chart
SV

building NPV=0 equation

NPV=-87+3 x 1/I+i+14 x 1 / ( I + i )^+25x1/(1 + i )^

+ 3 6 x 1  / ( 1 +i )"̂ +1 20x1 / ( 1 +i )  ^ = 0  

i=21^:

NPV (0.21 ) =-87+2.48+9.56+14.11+16- 79+46.27=2.21, 

i=25%:

NPV(0.25)=-;87+2.4+8-96+12-8+l4.75+59.32=-8.77

2.21
lHR=21%+2_2i+8.77 ( 257<>“2r/o)=21 .&fc

- 14 -



Beeaus I R R = 2 1 .8^, it is bigger than discount rate 159^*

So it is able.

^ . 6  Cost profit ratio 

5-6-1 Total cost present value (TCPV)

TCPV=(75-97+2.59) • 1/1+i +(95-07+2.59) - l/(l+i)^

3 4
+(116-06+2-59) - 1/(l+i) +(137.16+2-59) • l/(l+i)

+(158-27+2-59) . l/(1+i)^

=66.58+73 -84+78.01+79-91+79-98 

=378.32

5.6-2 Total profit present value (TPPV)

TPPV=0.47 - l/(1+i) + 11.24 . l/(l+i)^+22-19 - l/(l=i)^ 

+32-95 - l/(l+i)^+43-74 - 1/(1+i)^ 

=0.41+8-5+14-59+18.84+21-75 

=64-09

5-6-3 Cost profit ratio (CPR)
64-09 

OPR= = „ g . 2 2

5-7 Sensibility analysis

To select influence factors: Products cost and products

sales quantity to according to +10>, +5> undefinea accounting 

will influence to IRR.

Undefined factor v;ill influence to 

intestine income rate

variable

rate

vari-
able
factors

+ 10^ + 5/0 0 -5fo -10%

aver

age

+ 1%

aver

age

-1%

products cost IO.329S 16 - 33/0 21 .0^ 2 5 -9/- 3 2 -2 5% - 1 -13% +0o97%

products sales 
quantity 24-93% 2 3 -38/0 21 .&fo 1 5 -1 49̂0 10.46% +0 .3 15 % -1 .2%

- 15 “



Both of s t a t e m e n t  and chart are showing: intestine income

rate to decreasing of products and products sale quantityf viz. 

product overstock will have very sensibility. So this project 

focal point will first lay on decreasing produc t i o n  cost second 

products will can not overstock.

5*8 Cashflow requirement quantity

(unit: ten thousand yuan)

item 1 year 2 ’ 3 4 5

variable fund 
quantity 69.7 94.37 118.93 143.6 168.28

fixed fund 
quantity 7.9 7.9 7.9 7.9 7.9

total

fund

quan

tity

turnover

once
77.6 102.27 126.83 151 -5 176.18

turnover

two

onces

38.8 51 .1 2 63.42 75.75 88.09

5-9 Investment interest
(unit: ten thousaind yuan)

item 1 year 2 3 4 i 5

.'fixed investment 
interest 3-7 3 2.3 1 .6 0.9

cashflow interest 3.69 3.15 4.11 5-81 6.77

total interest 7.39 6.15 6.41 7.41 i 7.67

Account interest at 15% per year.



5.10 Far m er' s income 

5*10-1 Production cost per ha:

1) seed;

2) fertilizer:

3) pesticide :

4) input lalour

5.10-'2 Income of the per ha:

5»10-3 Profit of the per ha:

5-10-4 Total output of the lOOha:

100 ha. X 18750 k g = 1 .875 milli on  kg.

3330 yuan 

1440 yuan 

975 yuan 

150 yuan 

765 yuan  

9000 yuan 

5670 yuan

5.10-5 Profit of 100 ha. 
2.805

the per ye ar  to farmer's income 
million y u a n

- 1 7  -
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1 . P r * p * s a l*

2* Pr«p«sed  
L«catl*n  t

3* Objective mf  tiie 
Project*

4, Benefits t*  
farmer meml»ers*

5. Plant and 
M achinery.

6. Capacity*

/
7* Saw Materi^ 

requiremen ̂

ch aposr - i

SUMMARy

EstaWishment » f  firu it processing un it t#

"he set up liy Vasantdada Sahakari Santra 

(Orange) Prakriya (Processing) Karlchana 

Ltd.# Narkhet# D istt « Nagpur.

Narkhed# D is t r ic t  Nagpxir# Maharashtra.

Ti» increase the net inooiM « f  f ru it s  and 

vegetal»le farmers and a d v ic e  -tiieir •v e ra ll  

secio-econeraic condition liy taking up 

procurement# processing and marketing o f  

th e ir  p ro ^ c e .

Procurement o f  farmers* produce at farm 

le v e l -  Extending technical assistance to 

the farmsEVgrowers fo r  improving the 

y4§ira^quajLity -  h igher p rice  to members 

a t the r a ^  o f  R s«2 ,l0  per kg* against the 

ex istin g  price  o f  Rs*1.70 per k g . -  l ik e ly  

lionus to the members on supply o f  the 

produce.

Imported

80 tonnes per s h if t  o r  200 tonnes per day 

on 3 sh ifts  b a s is .

( in  tonnes)
Orange 33#750

 ̂Lemon 

Tiomato 

Mango

10,400 

6,400 

6# 2 00

. 2 / -



8. Product M i x  ( in tonnes) Orange Juice concentrate 2 ? 0 %

Lime Juice conce:;trate 8 l O’ 

Tomato paste ' 912 >

■̂‘ango P u l p  1688

9.By-Pro duct (In tonnes) Essential oil(Oi’ange) k-0,^0
\

P e e l  oil(Orange) 5^*00

EssentiCL Oil(Le m o n )  lO.OO 

P e e l  Oil(Lemon)  ̂ 13

^omato Seeds 60.00

Mango seed BO q .Oq

1 0  Copital cost o f  the project(ajipees in lakhs )

Land &  Development  

Civil works ^ » 5 5

Plant &  M a c h i n e r y  5 1 9 « l O

I m p orted I46O

Indegeneous 59»10

Pr6-operative expenses 106*C0

Margin Money 1^0,00

contingency ^+0.00

Total

Trng. &  other Dsv. 2 3 , 5 0
service: .

Grand total 890«50

11. Sources of Finance (̂ s. l-^khs )

a. Lotin fro::i N, D. through 6 06 . 9̂
State Govern lent (?0)t of
the o r o ject cost o f  's.
867 lakhs).

b. Share capital Prom State Government 195*^
(2 2 . 5  ^  of the project cost of
Rs. 867 lakhs).



c« Sh tre capital from meiiiber
growers ( 7*5/^ the project 
cost of ils. 867 likhs )

d. Subsicfy for training and 
development services

the total cost of ’•s. 2 3 • 5̂ 0 
from cac*i of NCDC and 
StatP Govt,

23.50

65*02

T o t a l ■g25?t5P.

Rpsuits o r  Financial Analysis 

wpv = 5^w06

B C H  = 1.06

Paj'^back = 6 yaars 

IRR = I6?g 

Break-even salej* = 50*^^ 

Debt - S e rvice coverage ratio = I.I8 (find year)
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BACKGROUND

2.1 India is e n d o w e d  with rich hortic u l t u r a l  resources.

Fruit cultivation is an important remunerative source of income 

for farmers. It provides both revenue as w e l l  as work and thus 

enables the farmer to meet his liabilities. F r u i t s  also provide 

vit am ins as w e l l  as nutrient food for the societ}''. T h e  total  

annual p r o d u c t i o n  of fruits a n d  v e g e t a b l e s  in the country is 

e s t i m a t e d  as 55 million tonnes. It is also e s t i m a t e d  that 

‘ 20-2’̂ % of the produce g-oes waste due to inadequate post-harvest 

management. At present, o n l y  about o f the total production

is being proces5?ed, thus o p ening a tremendous scope for processir 

Hence, it wi l l be very a d v a n t e g e o u s  to set up a  modern fruit 

processing unit to utilise some of the surplus production of 

fruit s and v e g e t a b l e s  in N a gpur"District*

2.2 The p r o p o s e d  unit w i l l  be b a s e d  m a i n l y  on processing 

o f  orange, lemon, mango a n d  tomato into concen t r a t e  a n d  w i l l

handle about 200 tonnes o f  r a w  materials per day on three 

shifts. The product will b e  p a c k e d  asceptica^lly in m u l t i 

layered l a m i n a ted frexible bags. T h e  c r i t i c a l  m a c h i n e r y  a n d  

e quipment w o u l d  bs imported. The p r o p o s e d  p r o c e s s i n g  unit 

will be the f irst of its k i n d  in the country in the co-op. 

sector,

2 . 3  on-t:;e-spot study w a s  c a r r i e d  o u t  by v i s i t i n g  

various fruit growing areas in Nag;-ur district. The matter 

was discus s ed with the farmers, offici-ils of the ;brticultu"e 

and Co-oppn. Deptts. , fruit and vegetable grov/ers and Chairman, 

Agricultural Produce M a r k e t i n g  Gomrajttees. It W a S  concluded 

that e s t a b l i s h i n g  a fr:iit p rocessing unit by the co-op. society

w i l l  help the farmers to i n c rease their income*

G h a p t e r - I I



CHAPTER-III 

The P ro le c t

3.1 The proposed p rocess in g  um lt would be e s t a b l is h e d  

by  vasantdade Sahakari Santra P ra k r iy a  Karkhana L td .
a t  Narakhed, which i s  a ta luka  town in  Nagpur d i s t r i c t  

and is  about 90 Kms from Nagpur. The a rea  o f  o p e ra t io n  o f  the  

S o c ie ty  has been extended to  9 ta lu k a s  ( i . e .  2 Talukas  

in  Na^fpur D is t r ic t #  4 Talukas in  Am raoti D i s t r i c t  and 

3 Talukas in  Wardha D is t r ic t )  . D uring im plem entation , the 

s o c ie ty  w i l l  p rov ide  a package o f  s e rv ic e s  to  the fa rm ers .
I t  w i l l  p rovide  backward lin k a g e s , such as  su p p ly  o f  

good seed9t>iants, extension  se jrv ic e s , c o o rd in a t io n ,  

t ra n sp o r t  f a c i l i t i e s ,  e t c .  s u p e rv is i io n  o f  member's 

o rch a rd s , incirease in  area  and in c re a se  in  y i e l d .  A lso ,  

fo rw ard  lin k ages  o f  m arketing ju ic e  concen trate  p a s te , pu lp , 
e t c ,  w i l l  be p ro v id ed . The proposed  u n it  would  be u s in g  

im ported  techno logy  in  p rocess in g  o f  f r u i t s  and v e g e ta b le s ,  
as such, i t s  p roducts w i l l  be o f  h igh  q u a l i t y  com parable  

to  the in te rn a t io n a l stan dard s . B es id es , p ro v id in g  steady  

in c re a se  in  the income o f  sm all and m arg ina l fa rm ers , 
p a r t ic u la r ly  those o f  orange, lemon, and mango grow ers  

i t  w i l l  a ls o  earn  fo re ig n  exchange from l i k e ly  buy -back  

arrangem ent/guarantee from the e x p o r te r  o f  p la n t  and 

m achinery as  a ls o  from the d i r e c t  e xp o rts  in  the  

in te rn a t io n a l m arkets.

3.2 The s o c ie ty  has to  im port a s o p h is t ic a te d  

m u lt i - e f f e c t  concen tration  p lan t  and a s c e p t ic  packaging  

u n i t .  The m atter fo r  im porting p la n t  and m achinery was 

d isc u ssed  w ith  concerned o f f i c i a l s  o f  D ep tt . o f  C o -opn . 
and a ls o  prc»noters o f  the s o c ie ty .

3.3  For the p a s t  s e ^ r a l  y e a r s , the f r u i t  p ro c e ss in g  

in d u s try  in  .the country has been o p e ra t in g  on con ven tion a l

l in e s ,  and there  was p r a c t ic a l ly  v e ry  l i t t l e  change 
in  the techno logy  o f  p rocess in g  and pack ag in g . The 

con ven tion a l packaging m a te r ia ls  l ik e  g la s s  b o t t le s  

a re  in  use s ince  lo n g . Due to  e x o rb it a n t  In c re a s e  in  the 

c o s t  o f  packaging m ate ria ls  and o th e r  in p u ts , and  

consequent consumer re s is ta n c e , the in d u stry  f e l t  the need 

to  reduce the c o s t  o f  p roduction  and improve the q u a lit y  

w ith  the h e lp  o f  new te ch n o lo gy .
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3.4 I t  i s  re p o rte d  that a t  p re sen t , no firm  in  the

coun try  i s  m anufacturinsj machinery f o r  p roduction  o f  
f r u i t  ju ic e  con cen trate  o f  high degree on continuous
b a s i s .  The s o c ie ty  has to  import machinery f o r  continuous
p ro c e s s . The in te rn a t io n a l market demands h igh  qua lity  

p ro d u cts , which can be produced on ly  w ith an in teg ra tec  

p ro ce ss in g  system . A s .th e  s ig n i f i c a n t  segment o f  the  

t o t a l  p roduction  would be exported , such type o f  , I
in te g ra te d  m achinery and equipment i s  e s s e n t i a l .  ^

3 .5  I t  i s  g iven  to  understand th a t  such type  o f  

p la n t  and m achinery a re  a v a i la b le  w ith  the fo llo w in g  

companies

A l fa  L e v e l, Sweden.
Akar Impex, I t a l y .
Fomexa I t a l i a ,  I t a ly .

In te rn a t io n a l Machinery C o rpo ra tion , Spa in
T i t i  M a jin i ,  S p .A .,  I t a ly

I t  i s  gathered  th a t  a t  p resent two te c h n o lo g ie s  f o r  

a sc e p t ic ,p a c k a g in g  be in g  used e x te n s iv e ly  w o rld>w ide .

One i s  fo r  a s c e p t ic  packaging o f  pu lp s/con cen trates  
in  p r e - s t e r i l i s e d  f l e x i b l e  b ag s , which a re  in  tu rn  packed 

in  cardboard  cartoons/drum s. The o th e r  tech n o logy  I s  

to  pack ju ic e ,  con cen tra te , pu lp  in  lam inated  packs. In  

the form er system , arrangem ent f o r  packing p u lp s/  

concen trates  a re  made fo r  a c ap ac ity  o f  2 I t r .  -  200 I t r .  

w h ile  the second system upto 1 I t r .  c a p a c ity  can be 

packed . Thus, f o r  the proposed u n it ,  which in tends  

to  pack con cen trate/pu lp s  fo r  in d u s t r ia l  use have 

to  depend on the f i r s t  techno logy . The o th e r technology  

w i l l  be s u it a b le  f o r  the u n it  m anufacturing consumer 

p a c k s .
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CHAPTSR -  IV 

A v a i l a b i l i t y  o f  raw m ate r ia l

4*1 O ran ge -P resen t m arketing p ra c t ic e s  :

The s o i l  and c lim a t ic  c o n d it io n s  o f  Nagpur reg ion  

a re  conducive to  production  o f  c i t r u s  f r u i t s .  The northern  

p a r t  o f  Nagpur d i s t r i c t  i s  the m ajor f r u i t  producing  

a r e a .  Th is d i s t r i c t  leads in  the production  o f  orqnge 

in  the country fo llo w e d  by Am arvathi and Varda d i s t r i c t s .  

The m ajor raw m a te r ia l req u ired  by the proposed u n it  

w i l l  be o ran ge .

4 ,2  There a re  two orange seasons in  the S ta te  o f  

M aharash tra . The f i r s t  Is  amblya season , which I s  

h a rv e s te d  from O ctober-m idd le  December. The second  

season  c a l le d  M r lja b ah a r  commence from February  

and la s t s  upto m iddle o f  A p r i l .  A l l  the m arkets  

In  the S tate  a re  G ovt, r e g u la te d . The grow er farm ers  

g e n e ra l ly  b r in g  t h e ir  produce in  the b u llo c k  c ^ r t s  

(c a p a c ity  about 350 kg) to  the n e a re s t  mandl, where 

i t  i s  auction ed  in  the presence o f  the fanm srs.
The au c tio n e r  charges a commission o f  2.596 o f  the  

va lu e  from the t ra d e r  w h ile  the grow er farm ers has to  

pay 1%  a s  Market Fee. The produce;? i s  then graded  

and packed in  ca ses  and sent to  v a r io u s  te n n in a i m arkets.
I t  was rep o rte d  th a t  t o t a l  expenses In vo lved  in  

send ing  one orange box con ta in in g  110-198 number to  D e lh i 
i s  Rs.40 p e r box , which In c ludes 8 s«ll o f  c o s t  o f  box  and 

o th e r  packing m a te r ia ls .  I t  takes about 7 days by r a i l  to  

D e lh i w h ile  the road  tran sp o rt  tak es  3-4 d ay s . I t  was 

re p o rte d  th a t  D e lh i  and Punjab a re  the b e s t  m arkets fo r  

o fa n g e s . C a lc u tta  and Madras require second grade m ate ria l  
w h ile  consumption o f  orange in  Bombay was re p o rte d  

to  be very  l im it e d .  The ra te  o f  Azadpur m arket in  D e lh i 
g e n e ra l ly  f lu c tu a te s  from Rs,80 p e r  box -  Rs.120 d u rin g  

the season depending upon the q u a l i t y  o f  the f r u i t .



The grow ers/farm ers are  g e t t in g  about Rs.2>2.25 ptir kg , 
f o r  *A ‘ Grade and Rs.1.50 -1 .8 0  p e r  Kg. f o r  * B *  G rade. 

?he va lue  o f  low er grade f r u i t  i s  v e ry  low  and  

rep o rted  th a t in  many c a se s , sm a ll f r u i t s  wexrc gi^^n  
fr e e  a long w ith  graded f r u i t s .  ^

4 .3  The fo llo w in g  ta lu k a  m arkets in  Nagpur d i s t r i c t  

a re  im portant f o r  orange p ro d u c tio n  an d s a le s  *

Narkhed
K ato l
Nagapur '

Kalnieshwar
Sawner
Kohi
Savargaon and 

Kalamba

The f i r s t  fo u r  m arkets are the b iggest  markets 

f o r  o ran ge . I t  was rep o rted  that aven though the 
m arkets a re  re g u la te d , substan tia l portion  o£ ths 
produce, d u ly  packed in  cases, goes d ire c t ly  { 
from the farm to  term inal markets which i s  not 

reco rded  in  the A g r ic u lt u r a l  Produce Market Committees 

The a r r i v a l s  in  the 5 im portant m arkets d u r in g  1989-90 
were as  under:

Nagpur ?/, 3 ^  12,000 tonnes
Kamleshwar 2-̂ , 30,000 tonnes
Sawner ! 7. 18,000 tonnes
Narkhet 33,000 tonnes

_  K ato l 7 ,500 tonnes
7  i> Icsfej? ^  9 J  ‘ ‘p  0 ̂  O o  .

4 .4 ® .o ta l p roduction  o f  o ran ge s , mosambi, lemon.

1 If Cr0~0 
cj-i,erts

•2. 3 Cna~T5

S' 3 ^

tomato and manqo in  the main grown a reas  a re a s  unders

( P roduction in  MtTs)

Taluka Oranqe Mosambi Lemon Tomato Man

Narkhed 86498 419 720 8975 38

K ato l 70528 413 381 7852 27

Hingna 12339 275 83 3977 23
Nagpur 22015 26 122 9854 24
Kamleshwar 67132 431 193 6354 9



Taluka Oranqe
( production  

Mosambi Lemon
in  M.Te) 

Tomato Manqo
Sewner 56 859 362 187 6530 11
Barud 87072 1189 588 2046 23
M orsi 73579 10*46 476 3374 15
Tensa 30349 361 388 1405 15
Chandra
Bazar

17500 241 344 1841 10

Karanj a 24525 191 352 1742 15
Aste 25081 130 395 2494 12
Arve 19199 191 307 3007 10

D uring the d iscu ss io n  w ith  the farm ers, th ey  assu red  th a t

in  case the u n it  i s  s e t  up, they would su p p ly  t h e ir  
produce to  the u n it  to  save the b o th e ra t io n  o f  going  

to  mandi and to  depend on the market fo r c e s  fo r  

re tu rn s . They a ls o  in d ic a te d  th a t  they  w ou ld  expand 

the a rea  under c it ru s  crop so th a t  the s o c ie ty  would  

ge t a l l  i t s  requirem ent w ith in  a sh o rt  d is t a n c e .

The annual requirem ent o f  © ranges by the proposed  u n it  

i s  estim ated  upto 35,750 ton n es .

4 .5  The a re a  under lemon in  Klagpur d i s t r i c t  i s  

s t e a d i ly  in c re a s in g  w ith  the r e s u lt  th a t  g row ers a re  

ex p e r ien c in g  m arketiag p rob lem s. The annual^requ irem ent
•  f  lemon by the proposed u n it  w i l l  be abou t 10400 ton aes , 

which can be produred w ithout d i f f i c u l t y  by  t ^  s o c ie ty ,
4 .6  The annual requirem ent o f  mango by  th e l proposed  

u n it  would be around 6200 ton n es. G e n e ra lly ;  T o th apu ri, 
Neelam and B an gan ba lli mangoes a re  l a r g e ly  p rocessed  

fo llo w e d  by a lph an so ,. A l l  o ^ e r  the coun try , in c lu d in g  

the u n its  in  northern In d ia , T o th ap u ri,*an d  B an gan p a lli  
mangoes p rocured  from Karnataka and Andhra Pradesh  are  

be in g  p ro ce ssed . These q u a l i t i e s  are  not s u f f i c i e n t ly  

a v a i la b le  in  Nagpur. As such, the s o c ie ty  w i l l  have to  

supplement a v a i l a b i l i t y  o f  mangoes from the sarrounding  

d i s t r i c t s  as  w e l l  as from the ne ighbouring  S ta te s  o f  

Karnataka and Andhra P radesh , The le a d  d is ta n c e  is  

l i k e ly  to  v a ry  from 600 to  800 Kms. Tak ing in to  account 

the co st  o f  t ra n sp o rta t io n , the procurem ent o f  mangoes from  

these p la c e s  w i l l  be w ith in  the f in a n c ia l  param eters o f
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the u n i t .  In  the i n i t i a l  s ta g e s , the s o c ie ty  w i l l  

have to  g e t  mangoes from these S ta te s , t i l l  p roduction  

in  the d i s t r i c t  in c re a s e s .

%'3 Though, the p re c is e  data  on p rodu ction  o f  tomato 

i s  not a v a i la b le ,  i t  i s  estim ated  th a t  more than
60,000 tonnes are produced in  the d i s t r i c t .  The tomato  

crop  i s  a sh o rt  d u ra t io n  one and s t a r t  f r u i t in g  w ith in
3 months. grow ers u s u a l ly  take two crops in  a
y e a r .  I t  was a ls o  in form ed  by the fan n ers  that  

in  c a se , the u n it i s  s e t  up, they would  expand  

the a rea  under t h e i r  c u lt iv a t io n ,  so th a t  there i s  

no problem  in  the a v a i l a b i l i t y  o t  tom ato f o r  the  

u n it .  A t  f u l l  c a p a c ity  u t i l i s a t i o n ,  the u n it  would  

re q u ire  about 6400 tonnes o f  tom ato. The farm ers a re  

ready to  take  up more a re a  under tomato i f  there i s  

a ^m an d  f o r  p ro c e ss in g .

4 .8  Procurem ent P o l i c y i

The main o b je c t iv e  o f  the procurem ent p o lic y  w ou ld  

be t o  p ro v id e  steady  income to  the fam je rs  through  

fo rw ard  lo o k in g  procurem ent p o lic y ,  which was i n t e r - a l i a
♦

aim a t  in c re a s in g  p rod u c tion  o f  o ran ges , lemon and 

mango in  th e  catchment a re a  o f  the u n it  and a ls o  

im proving t h e i r  q u a l i t y  so  th a t  the p ro c e ss in g  u n it  

i s  a ssu red  o f  the continuous supp ly  o f  raw m ate ria l  
through out the y e a r .  The d e c is io n s  em erging from  

the d is c u s s io n s  w ith  the members, c o -o p . o f f i c i a l s  

and o th e r  concerned a re  a s  fo l lo w s :
(a )  In  the beg in n in g  o f  the season , the s o c ie ty  

w i l l  in d ica te  i t s  requirem ent o f  raw m a te r ia l  
interm s o f  c i t r u s  f r u i t s ,  tomato and mango 

among the members. The members w i l l  be 

requ ested  to  earm ark the s p e c i f i c  production  

o f  raw m ate ria l f o r  p rocess in g  by the u n it .

(b ) The so c ie ty  w ou ld  work out p r ic e s  f o r  raw  

m a te r ia l  in  c o n su lta t io n  w ith  the members, 
which are  rem unerative and f in a n c ia l ly  v ia b le  

to  the u n it .
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(c )  The p r ic e s  w i l l  be f ix e d  by the Board  o f  

D ire c to r s  o f  the s o c ie ty  keeping in  view  the 

market t re n d s . The so c ie ty  w i l l  pay the 

f ix e d  p r ic e  to  the fanners on the s p o t .

A t the end o f  the season , when the accounts  

are  s e t t le d ,  the s o c ie ty  w i l l  a ls o  pay, in  

a d d it io n  to  the p r ic e s  a lre a d y  p a id , some 

poirtion o f  p r o f i t s  t o  the menibers.

(d ) The s o c ie ty  w i l l  s e t  up procurement cen tres  

in  a l l  a re a s , where su b s ta n t ia l q u a n t ity  o f  

raw m a te r ia l i s  a v a i l a b l e .  In  o th e r  a re a s ,  
the s o c ie ty  w i l l  p rov id e  t ra n sp o rta t io n  to
the fa rm ers . I t  w i l l  ch a lk  out rou te  ch a rt  fo r  

l i f t i n g  the raw m a te r ia ls  from the procurement 

c en tre s/ fa rm e rs ' f i e l d .
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M a n u f a c t u r i n g / processing _

O r a ai^e/ l e m oii .1uice concen t r a t e i_

Oranges are sorts a, w a s h e d  a:';d r insed with clean water, 

It is then cut into half and juice is extracted. Before e x t r a c 

tion of juice, the peel o i l  is e x t r acted by pricking 

method. In the niachines, seeds are autoraatically removed while 

e x t r a c t i n g  the juice. T n e  juice is clarified and is 

c o n c e n t r a t e d  in a multi-effect evaporator to obtain 

65^-  7 0 ° brix. The entire process is continuous. T h e  

juice concentrate is further processed and p acked asceptically 

in flexible packs of sizes 2-200 kg. depending upon the 

m a r k e t i n g  demands*

Tomato paste

1

ripe a n d  r e d  tomatoes are sorted, w ashed a n d  

r i n s e d  with clear water, the stem of the tomato and field 

thrash are removed. The totnatoes are then c r u s h e d  and pas-’̂ed 

t h r ou gh  deseeder and further rendered into pulp. The pulp 

is h e at ed  to 8 5 - 9 ^  G a n d  p r o c e s s e d  through pulp r e f i n e r s  

vfith v a r y i n g  mexh size to extract the juice. T h e  juice is 

c o n c e n t r a t e d  ia multiple effect force circulation vaccume 

e v a p o r a t o r  to obtain 2 ^  brix to mato paste. I'he entire 

process is continuous. The concentrated paste is further 

p r o c e s s e d  by sterilisation and asceptic packaging of 

2-2 00 kgs. depending upon thp marketing requirements*

M a n g o  p u l p  :

Fully ripe m a n g o e s  are sorted and washed. Ma,ngoes 

of l^rge size are sliced and f e d  to the pulper. T h e  first

-  i s - '
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e f f e c t  of t'ne evaporator is u s e d  to concentrate the mango 

pulp to about oalf the vqlume,- The double stra^gth pulp.- 

will follow the same processi-n-g as the'tomato paste.
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Chapter VI

5»3 O rganisation and manag;ement

The project will be impiemen ted by the Vasantdada 

S-hdkari S a ntra Prakriya Ltd., ;iarkhed e s t a b l i s h e d  under 

the M S C S  ■‘vct with the objects of providing better services 

to t h e  growers for their produce a n d  value addit i o n  for 

their i n c r oasea prodaction by v;ay of e s t a b l i s h i n g  processing 

plant. The society will also nave a very important task of  

providing back'.-.’arc linkages including farm g u i d a n c e s  to the 

orange growerr> of the area. The overall n Xiagemcnt policies 

v a i l  be regulated by the 3 o ^ r d  of Director s. The Board  

o f  Directors w i l l  comorise of includin- one Govt*' 

n o m i n e e  and one representative from State C o - o p  Kank^

The M v  of the society shall work as Member - S e c r e t a r y  of the 

Board* ?

Th e  Chairman and the '^ice-Chairman will be elected 

'rfitnir. the growers menbers. The bye-laws o f  the Society 

w i l l  be framed in accordance with the State Co-op. societies 

Act. T h e  management of the society w i l l  be handled through 

the deoart^'jent s :

a) p e r s o n n e l

b) Accounts a n d  Finance

c) Procjre-nent a .d in )uts

d) Processing, prod-.ctio;i and ru li n tenance .

e) Markotiric.

T h e  powers of t ne day-to-day i.ia n a ^e rnent of project 

execution will be v e s t e d  with the MD of thb society, who will 

w o r k  as per the oolicies ana directions given by the B o a r d  fron

t i s n e  t o  t i m e .

/-



The orgHnisatio vtl ch:-irt of the society w i l l  be 

as shown in the following chart. T h e  as scig:e ste d

at Annexu relZZr.

-  1 ^ -

i-Iaaager 
;C 1) (Finance & 

Accoun ts)

■ 3 0..?>D 0? D I R B GTORS 
~ t ~

M. ' D.
MaHoger 
(Input s)

M-^nager 
(Market ing)

Mana3;er
(ProGuction )

J d:its A s s ist ant s(3) Procurement
■ }s(3) O f f i c e r  (1)

ier(1) Welfare F i e l d  Super-
O f f i c e r  (1) v i s o r s d O )

S e c u r i t y  
Wat chman(3)

Peon (3)

F i e l d  Assis. 
tant s(10)

Sales Officer(2) Techncia;Tr Plant
( 2) Englneer(1]

Sales Rppre. 
sentatives 

(3)

Store 
Kee per (1)

Q u a lity Plant
Cont* Supervisor
O f f i c e r ( l )  (3)

Lab Asstt. Electrical 
(1) Foreman

(I,)

Operator 
,, (10)

T o t a l  t 71

■ Boiler
. y Attendant (2)

T h e  M D  will be assisted by various o f f i c e r s  as 

in d i c a t e d  below {

(a) M a n a g e r  (Personnel) w i l l  be in charge of the 

a d m i n i s t r a t i o n , u n s k i l l e d  labout a n d  other natters 

r e l a t i n g  to legal provisionss a n d  secretariat.

He will di-ectly work under the M D  a n d  a p o o i n t n e n t s , 

transfers will be looked after by him,

(b) •̂'anager (Accounts &  F in  .nee) w i l l  be in  ch .rge o f  the 

D iv is io n  and hc- w i l l  be a s s is te d  by a/c . A s s . t s O )



and one Cashier. T h is  division will be responsible 

for arrangement of finance, banking, adjustment of 

Sale realisation, cast accounting a n d  maintenance 

o f  accounts®

(c)' M a nager (Inputs) w i l l  lo< k after orange, tom at o*..,Man g 

development programnEs, which include increase in 

production, area, for credit facilities' liaison with 

various financing agencies. He will also coordinate 

input supply like fertiliser, pesticides, orange, 

plants, maintenance of nursery, training, demonstratio. 

technical guidance, State ngri • D e P t t . etc. ae also wj] 

be responsible for development of co-op, relationship 

with farmer-members and increase in the mer;bership of 

the society,

( d) ^'an^g er (Production): He will be in charge of process

ing plant. He will look after the maintenance, produc 

tion schedule, utilisation of plant capacity, etc. He 

will keep liasion with Manager (Marketing, and Manage 

( Inputs) for procurement of raw m^^terials ^nd marke- 

ting of finis he 1 products.

T h e  M a n a g e r  will also be in charge of ouality control 

o f  the product. He will keep watch orr the similar 

products and other competetors in t he market,

( e )  Manager (M^-rketing) will be a s s i s t e d  by 2 sales officer

and three sales i^eps.One sale officer will provide mark

intelligence regarding a-riv ;1 of fresh fruits, existin;

Price, feed b a c k  about consumer reaction, realisation

and remittance of price proceeds at various intervals

of times, rapport and business relationship v;ith NAFED

N D D B  a n d  other business orgariisatior^s. ^he other will 

be responsible for the marketing operations, sale of 

processed m a t erial  locally and a b r o a d  ,
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3 3!~. ai I .1';" ĵ ~ i.iRl :..iLi.)n:

Name of tha socioty :

Project site

Area of the project

Area of ops ration

Uasantdada Sahakari S ant ra(2 ran q e ) 
Prekriya Karkhane Ltd., Nerkh&c',
Dif'.rict Nagpui;(r'laharashtra) ,India.

Narkhed, Distt. Nagpur. /4r?yi<X.T77r 

Three Hactares

(a) Saunsr i Kalmeshwar Taluka in 
Magpur District.

Ch) i-iaru”. flnur;-?:. , Ch-nd’ t 3-;7Tr 3T i 
Teusa T al uka in Amravti District,

(c). Karanja, ^s;tc and r>rvi ToiJCi 
in Vardha District.

borship and Share Capital

No

(i) Oianga Gcrouer member 459
(Rs.  1 0 0 0 )

(ii) Urangc Crouer I’ie'ibar 371
(Po. 250)

(i i i )Cc-opBrctiva ^ccieties 3

Shara Cg_,ir.al

o. , 6 1 , DGO . wG

fe. 94,750.00 

fe.2,0 3,000.00

- t 0
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7.1. Harketiaj of orange juice coacencrate, m a n g o  pulp, tou.<itz 
p a s t e  and lime juice concentrate of tne proposed unit has certain 
d i s t i n c t i v e  features. rhese p u l p s  and conce n t r e s  produced
by the u n i t  will be of high quality comparable to iaternatio. . 
standards. The o r a n g e  juice c oncentrate will be 65-70 brix 
and no unit at p r e s e n t  is p r o d ucing this product i n  bulk asceptic 
packs. The m ango pulp ’-’ill of d o u b l e  strength and there u-ill 
b e  n;o comparison b e t w e e n  the m a n g o  pulp produced by the proposed 
u n i t  and m a nufactured by o ther p r ivate u n i t s  in the country.
The lime juice concentrate vould also b e  produced in the country 
f o r  the first tir;»c. These p u l p ^  and concentrates will be sold in 
2-200 Kg. flexible p a c k a g e s  depending upon the m a r k e t  requirements.

7.2. Orange juice c o ncentrates will b e  used in the m a n u f a c t u r e  
of o r a n g e  juice, orange based bewarages, o range quash, 
p h a r m aceut ic al s and baby feeds. The mango pulp will b e  used 
f o r  soft dr inks and juices. Tomato p aste will f i n d  place in 
t o m a t o  sauce, soup, f a s t  foods, etc., while lime juice concentrate 
will b e  used for m a n u f a c t u r e  o f  lemon based p r o d u c t s  and b e w a r a g e s  
also souring material in v a r i o u s  f o o d s  and curry s. Ihe marfeting 
s trategy of these p r o d u c t s  h a s  b e e n  discussed b e l o w  in the 
d o m e s t i c  and international markets.

7 .3 .
In India, the: d ^ a n d  f o r  p r o c e s s e d  food p r o d u c t s  h a s  shown 

an increas in g trend during ;the l a s t  decade. Urbani s a t i o n  and 
r a i s i n g  income and indust r i a l i s a t i o n  h a s  lead to u p s u r g e  in the 
d e m a n d  for processed food even from the lo^’er and m i d d l e - c l a s s 
families, which d u e  to pourcity of time have started p atronising 
p r o c e s s e d  food. O r n a g e  juice concentrate, tomato paste, mango 
p u l p  and lime juice concentrate, as i n p u t s  f o r  f a s t  food, w o u l d  
be r i n d i n g  ready m a r k e t  in the country,

7.1. export Market:

International scene has also shifted in f a vour of processed 
f r u i t  and vegetables. In fact, changing life style in India, has, 
to a larg e extent, b e e n  imported f r o m  foreign countries. Ife 
d emand for orange juice concentrate and tomato p a s t e  h a s  increased 
si iTificantly in Europe, Ui>A and o ther advanced countries, vhere 
as the mango pulp h a s  found ready mairket m i d d l e  east countries 
vnere summer season is about 10 m o i t h s  in a year and the people 
in these countries find it convenient to take m a n g o  pulp based 
j u i c e s  frequently. The lemon juice concentrate is in jreat 
d e m a i d  in mircle e a s t e r n  european countries. There i s  also a 
p o s s i b i l i t y  of b u y - b a c k  arrangeme^nts to the e x t e n t  of 7 5 %  of 
t e total pr odu c t i o n  > Hay the s u p p l i e r s  of p l a n t  and machinery. 
Hour^ver, the s o c i e t y ' s m a r k e t i n g  strategy should b e  to first 
e x p l o i t  dom estic m a r k e t  to the f u l l e s t  extent and then try fer 
e x p o r t  market, particularly, the middle east and far east A sl an 
countries.
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7.5. The total production of o r a n g e  juice concentrate 
be 2,100 tonnes, ^’hich can b e a l l o c a t e d  as under:-

. Aiantitv(MT;

Export 500

Ibmestic B u y e r s  1800

domestic normal channel s 400

- 1 9 -

2 j m

For the d o m estic marketin;^, the society has to enter into 
ne.jotiations ^dth Paries*. Union Bevaries, Modern Food 
Industries, etc. The society w o u l d  also sell to hospitals, 
hote l s and o p e r ators of juice v e n d i n g  machines tn«oughc:it 
tne country. In case of normal channels, the society 
will be selling through zhe s t o c k i s t s  after negotiations.

7,6. Approximate quantity to b e  m a nufactured in 
d i f f ere n t packagings, rate per t o n n e  a:d sale realisation 
at ex-factory prices are given in the following tables-

Item Paclci ng Ciiantity Rate
-itpanes)

Anount 
^■in laktis)

Orange 2 Kg 20 4 6 , 0 0 0 9.20
concentrote

-do 25 Kg lOOO 40,000 400 .00

-do 200 Kg 1680 3 5 , 0 0 0 588.00
L e m o n  juice
c» ncentrate25 Kg 300 4 2 , 0 0 0 126.00

-do- 200 Kg 510 37,5oor. 191.25

7.7. M ango Pulp

In case of mango pulp, the sociecy would b e  
manufc c t u r i n j  dou:-le strength m a n g o  pulp, which t/>ould reduce 
the packaginj and transportstion cost to half as 1/2 Kg. 
of double strength pulo ■'•■oulc b e  equiva l e n t  to 1 Kg. of norm, 
m ango pulp. Ihe society p r o poses to manufacture 2200 
tonnes of nango pulp at full capacity. In case of mango pul[ 
the market strategy ’’ill be to sell in the export to the 
m a ximum  extent and rest will be o f f e r e d  to the bulk consumers 
in the country. There is no p r o v i s i o n  for marketing of 
m a n  JO pulp through normal channel s. Ihe society proposes co 
explore tne possibility of an agreement 4̂. th the machinery ai 
supplier for buy-back guarantee to import about 7 5 >  of manjo 
pulp produced during the year. In case of b u y -back guarantee 
p r i c e s  rvill be fixed ’-i th reference to prevailing p rices it̂  
the interaational market.

■The unit will supply mango pulp to tne fruit 
drink m a n u f acturers in the country,like Parle Group of 
industries, Atash Industries, United bewarles g r o u p  and



o ther units like J^odern i'ood Industries. ■t’-'ia Parle ^iroup has 
captured 50-60>« m a r k e t  of - ^soft drinks in the country, 
v h i c h  is gro’-'ing at aa increasing rate.

Apprtpcimate ex-factory p rices of mango p u l p  
p a c k e d  in different sizes vould be as folloH'ss-

Quentity r^ate Anount
____  _____t i l  il o T n ^ l  (2â i.P-la,K.l3.S.2

Mango
pulp 25 K g .  600 20,000 120.00

“do- 200 Kg. lOOO I7,00' 170,00

7.8.

In case of tomato paste, the society's m a r k e t i n g  
strategy will be to exploit the domestic market to the full

extent and take up to exports only, when it jet remunerative 
price. Tnis is owing to tough competition from other 
countries in international market. riie total production 
of tomato paste vould be about 900 tonnes. Irii s can be allocated 
as unders-

Item Packing Qnty(ronnes) R - a t e / H m o u n t ( i n  lakhs)

Tomato paste 2Kg. 50 16,000 3.00

-do- 20QKg. 850 13,000 110.50

In dome s t i c  market/ the society has to tie up to marte ting 
vdth M/s. Akbar A l y‘s and m a n u f acturer of tomato prod u c t s  and 
f a s t  foods-

(Cvc|?CO^ ^  ^  < ^ T ^ c U l
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GHAPTER -VIII 

Prxrject Gost

The details of the Project costs are as 

follov/s:

(55. in lakhs)

Land & development 5.35

C i v i l  works 46.55

Plant & machinery:

Imported 460.00

Indigenous 59.10

Pre-operative
expe n ses

106.00

M a r g i n  money 150.00

Co n sultancy fc 
contingencies

40.00

Total 867.00

Tr a i n i n g  & Coop. 
Dev,Services

23.50

Total 890.50

C  ̂

\j



The society has located a site at Nrakhed in 

Nagpur aistrict about h a l f  km. away from the fruit 

market. The site was v i sited and found to be

suitable for the said project. It was reported

that the land is available on lease (99 years) 

from the trust, t,o v/hom the land b e l o n g  to.

Hence, there is no n e e d  to purchase the land 

C-il )  on out -right basis. The society w i l l  incur an

----- ' expenditure of 'fe.5.35 lakhs for d e v e l o p m e n t  of

site and other facilities as under:

(^« in l a k hs)

i) Cost of levelling 0.35

ii') Cost of approach roads 2.50

iii5 Fencing 2,00

iv) Others 0,50

5.35

The expenditure o n  civil works for the factory 

b u i lding and also t h e  cost for c o l d  storage is 

e s t i m a t e d  at Rs. 46,55 lakhs,

b ) The so-ciaty has to import a complete plant for 

m anufacture of jmice concentrate and asceptic packagin 

which is not available indegeneously. The Indian agents 

with the help of the members a broad have quoted 

Rs. 460 lakhs for this plant,

C) The indegeneous machinery r e q u i r e d  along with the 

o ther fixed assets works out to Rs. 59,10 lakhs. The 

details of t h e  cost o f  indegeneous m a c h i n e r y  are as 

under
in lakhs)

Indegeneous Equipments

i) Electricals i n c l . transformer 7.30

ii) S t e a m  generators complete 13,50

iii) Refrigeration system complete 12.00

iv) Wa t e r  distribution system 2.50

v) Compressed air system 0.70

/-



( Rs, in lakhs )

IndeqeneoQs Iferuioments (contd.)

vi) Office furniture fixtures 1.50

vii) T r a n s p o r t  vehicles 6,00

viii) O t h e r  fixed assets 10.60

ix) E f f l u e n t  disposal 5,00

59,10

P r e  Operative e x p e n s e s  x

T h e  r eq uirement of pre-op e r a t i v e  e x p e n s e s  will be as 

follows

( Rs. in iakt-!S )

E s t a b l i s h m e n t  2,00

Rent, rates 6t taxes 0,50

A d m n .  Expenses * 3.50

i nt er es ^on loan 6 0 , 0 0

P r o m o t i o n a l  St A d v .  expenses 40,00

106,00

E) M a r g i n  m o n e y  for w o r k i n g  capital

The r a w  materials for this p r o j e c t  is perisnable in 

nature a n d  no bank gives a n y  m a r g i n  o n  this. Similarly, 

the e x p e n d i t u r e  to be incurred on salary, wages, e s t ablishment  

and  u t i l i t  etc, will a l s o  not be p r o v i d e d  b y  Banks, On 

this basis, the requir e m e n t  o f  m argin m o n e y  works out to 

Rs, 150 lakhs. The details are given in para 11 of Annexure,

F) T r a i n i n g  and C o - o p .  Dev. Servicesi

F o r  the proposed project, there w o u l d  a n e e d  to have 

t r ai ne d m a n p o w e r  both a t  the farm level a s  well as a t  the 

factory level. Extension services are a l s o  impoirta» t 

for increas ng yield a n d  production o f  fruits. A  p r o v i s i o n  

of Rs. 23,50 lakhs for t h i s  purpose has b e e n  m a d e .  It is 

su g g e s t e d  that this a m o u n t  may be p r o - v i d e d  to t h e  s o c i e t y



as subsity. The Eociety should in consultation w i t h  the 

S c i e n t i s t s  from H o r ticul tu ra l Research Instt. try to 

motivat e  farmer members to propagate n e w  varieties of 

t o mato  a n d  citrus, w h i c h  may contain high total Soluble 

S o l i d s ,  Thi s  will g r eatly help the society in reducing the 

cost o f  p roduction on a c c ou nt  of less requirement o f  raw 

materia l s as also less e n e r g y  consumption to achieve the 

d e s i r e d  level of concentration, T o w a r a s  the r equirement of 

funds for investment o n  various devises to demonstrate 

the use o f  tecrnical equipments to improve the production, 

as a l s o  to take care of recurring e x p e n d i t u r e  of 5 years, 

a n  a m o u n t  o f  Rs. 23.50 lakhs is provided. The details are as 

follows

The d e t a i l s  are given b e l o w

Coop. Dev. Seirvices & Training

Investments

M o t o r  cycles 

P r o j e c t o r  /video set 

P h o t o c o p y i n g  machine 

Office furniture 

T y p e w r i t e r s

D e m o n s t r a t i o n  equipments 
(Sprayers, etc.)

No.

4

1

1

2 sets 

2

2 5 sets

Cost ( Rs. in lakhs)

1.00
0.50

0.30

0.30

0.15

0.50

2.75

R ecurr ing  e x p e n s e : 5 years 

Salaries

Agri, E x tn.  Officer 1

S u p e r v i s o r s  4

As si s t a n t s  4

S t e n o  t y p i s t  1

A t t e n d e n t  1

(l> Rs. 3500/- P.M .
#  Rs. 2000/- P.M . 
@ Rs. 1500/- P.M . 
i> Rs. 1500/- P.M . 

Rs. 800/- P.M .

A nnual  Salaries .....  2.75 lakhs

S a l aries  for 5 years .13,75 lakhs

Estt. t M a intenance (feiel, stationery, teaching, materials et'

.. Rs. 1.40 per annum

/-
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Total e x p ens es ( Rs. in lakhs )

Investment 2.7 5

S a l a r i e s  13.75

O t h ers  7.00

2 3 . 5g.

It is proposed t h a t  this amount should te given t o  

the s o c i e t y  as a sobsidy  so that during the first 5 years 

the s o c i e t y  would in a position to take care o f  the

e x t e n s i o n  work. This s u b sidy m a y  be shared between t te State 

Government: a n d  NCDG on 5 0 s 50 basis.



CHAPISR TX~

F in an c ia l a n a ly ^ la

^)ol S«xirce « f  Finance »

Ihe t » t a l  In / tia l • u t la y  has been e s t im a te ^  a t  Rs«867 

lakhs* As ? e r  the pattezm  mf  a s s is ta n c e  mf  NCDC, 70% mf  the  

P ro je c t  c « s t  i s  g iv en  in  the f#rm •£ l * a n  wmM. and the rem ain ing  

30% as share  c a p i t a l  t »  l»e shanejl l»etveen  the so c ie ty  and the  

State  G #vt. in  the r a t i #  •£ 1*3 . 3 e s i ^ s /  I  am •£ the • p in i «n  thai
the s o c ie ty  w «u ld  need  a siibsidy  « f  23«5 laXhs t »  take ca re  # f  the

extension  a c t i v i t i e s  which «  sh «u ld  l»e shared  l»etween the S ta te  

G «v t . and NCDC *n  50*50 l> a s is . Keeping in  view  these p # in ts , the  

seuirce •£  fin an ce  fmr t h is  p r o je c t  w i l l  be as f * l l « w s * -

FROM NCDC TO STATES GOVT. ( R s *  in  lak h s )
I^an  (70% 0 f the p r o je c t

c * s t  mf  Rs*367 la k h s ) 606*90

S xab s i^  (50% « f  Rs.23*50 la k h s ) 11/75

-

613.65

staos  g o v t ,  to aociETyt

L»an (70% « f  the p ro jec t c^st:) 606«90
Share c ap ita l (22*5%) 195*08
SxAsidy '23,50

82fof3

S oc ie ty 's  c »n tril*u ti«n  65o"02

T^tal 890,50

Break-^i7.^a3.YjjLa.«

^o2  While estim ating p ro f it a b il ity *  i t  has been assimed 
that the iin it would u t i l i s e  c itru s  and n®n-citrus fxruits fo r  
concentration. Even the^^ugh the major product woQld be organge 
concentrate^ the u n it  would a lso  manufacture lemon Jttilce 
concentx^ete, tomato paste and mango pulp during the o f f  season 
o f  oranges. I t  i s  assumed that tiie u n it  w i l l  operate fo r  284 
days on 3 sh ift s  b a s is . However, while ca lcu latin g  the fin an c ia l

____2/-



v i a b i l i t y ^  i t  I s  assumed tiia t  the xin lt w i l l  u t i l i s e  30% capacity  

d a r in f  the f i r s t  y e a r .  The v a r io u s  assum ptions taken w h ile  

• u t  the p r o f i t a b i l i t y  a re  f iv e n  in  A n n exu re -I.

The b reak -even  a n a ly s is  has been g iven  in  Annexure-.li, 

Pr^m the statement# i t  c o u ld  be seen th a t  the u n i t  b reaks-even  

a t  50*4% ca p a c ity  u t i l i s a t i o n .  The cash  b reak -even  w orksout t *  

36.6%.

*3 *Ihe statem ent a t  A n n e x u re -I I I  f i v o s  d e t a i l s  o f  the fixed

c o s t s  f o r  tiie each 15 y e a rs  o f  o p e ra t io n  w h i le  statement at 

A nn exu re -IV  in d ic a t e s  the p r o f i t  b e fo re  ta x , p r o f i t  a f t e r  tax  

and Cash in f lo w  f o r  15 y e a rs  o f  o p e ra t io n  o f  the \ in it . I t  w#uld 

be seen frwra the statem ent th a t  the income a f t e r  ta x  would  

c o n t in o u s ly  in c re a se  from Ks«28«47 lak h s  in  ^ i r d  y e a r  to  Rs.i44, 
la k h s  in  the l5tJi y e a r  o f  o p e ra t io n .

</ ,4 DEBT SPRVICS COVERA/aS RATIO»

The D ebt S e rv ic e  Coverage R atio  i s  g iv en  in  t±ie statement 

a t  Annexuee-V, Ihe  U n it  has h igh  r a t io  du rin g  the repayment perio 

on tile b lock  loan# excep t du ring  the f i r s t  y e a r .  O ie r a t io  varys 
from  lo l8  in  the second y e a r  20*58 in  the I4tii y e a r .  2he Un it  

w i l l  g an e ra te  s u f f i c i e n t  s a rp lu s  to  s e rv ic e  I t ^  f in a n c ia l  

o b lig a t io n s #  in  term s o f  p r in c ip a l  and in t e r e s t  d u rin g  the 

repaym ent p e r io d

i .5 PAy-BACK PERIOD«

The pay -back  p e r io d  c a lc u la t io n s  are  g iv en  in  the 

Annexure V I ,  I t  i s  obseirved th a t  the pay back p e r io d  o f  the 

u n it  i s  s i x  y e a rs  which i s  f a i r l y  s a t is fa c t o r y  f o r  such type o f  

p ro je c t s c

^  ,6  WORKING CAPITAL REQUIRSMSNTI

O ie m argin money and work ing c a p i t a l  requiirem ents are  

g iven  in  p a ra  11 o f  A n n exu re -I. I t  may be seen th a t  the t o t a l  
w ork ing  c a p it a l  re q iire »e n t  would  be about R s .351.63 lak h s  and the 

m argin m®ney requ irem ent would be aroxmd R s .l5 0  la k h s .

o7 in t e r n a l  rate o f  RETURN!

I

The IRR f # r  the xm it has been ca lcx ila ted  on Disco\inted
Method and i s  g iven  in  Annexure V I .  T3ie In te rn a l r a te  o f  re tu rn  

w orkshout to be 16% which i s  s a t is fa c t o r y  f o r  such type o f  pro ject

SENSITIVITY a n a l y s is *



,8  SENSITIVITY ANALYSIS*

In  p r » f i t a l * l l l t y  j*r# jec"ti«n s#  raw m a te r ia l and the 

f in is h e d  g#*ds p r ic e s  are  assumed same as p r e v a i l in g  p r e s e n t ly .  

H «vever« they may v^ ry  independent •£  each • t h e r  which w i l l  

a f€ c t  the p r o f i t a b i l i t y  « f  the u n i t .  I t  may he seen th a t  the 

p r o je c t  i s  s e n s it iv e  t «  these p r ic e s .  An in c re a s e  in  raw m a te r ia l  
p r ic e  Ity S%  change the B «E ,P . tm 57,6% from 50.4%« An in c re a se  

in  f in is h e d  foods S%» change the Pay l*ack p e r io d  to  5 y e a rs  

6 months from 6 years#  HPV to lo30 from 1*06 and BCR to  269«€6  

from 55 -06 .



Chapter \X^

Recoonmeadations

1G.1. K e e p i n g  ; n u i . u  m e  ' j i o u t h  o f  o r a n g e ,  l e m o n ,  t o m g t c  a n d  

m a n o G  p l / i O t  i i  .i.n r ,h e  p r o j e c t  d r e a ,  i t  i  o i. n c v i  t u i ' l c  t o  i l i . . i Ij j - : .  . : ‘t 

■ . j r o c j s s i n g  p l a n t .

10.2. Th3 State Co-operativo Bank and othsr financial insti tLitions 

shDDid comu foruard to provide long-term lo^n for ssttinn ‘jp'cf

p ro cv-/.sine plL'nt.

10.3. Agriculture Department and Agriculture University should 

to'-rs up ic-;-. bJ-T.h p i ;j jraTimss to provide latest technology tc >

3T3;^'3rs in the aree.

IG.a. Dta'oti bjvt, chould alsc provi^.? its p ropo s e d  share of

equity and subsidy for the pro ces s i n g  unit.

10,5 rho society should capture the maxitnum share of orange

p.rbdij^a the \p3.'ant,. ^

inert;cs'E' ■’Ti'hc'- yip^r;'acx0^'.„ ^

10.5. The 2 pci;^ty should appoint the best available rnanagerial 

and technical pe rsonnel for management  p;f p r o c Q s s i n g  unit. The 

society should recruit its own employees, ^  that they can fesl 

that it is whcir 0 ',̂n a i gani set i un .

In thp light of ihs facts, a,isumants and operatijnal 

■ •':::)nrjMi cs c-f the unit mc.ntion-ac; earlier, it is

found that the project is technically feasibli3 .̂ ind acono.T.i cally



A S S U M P T I O N S  OF VARIOU.^ COSTS

In the e s t i m a t i o n  of profitability for the next 15 yo.rG, 

the e c o nomic life of the project, the follovvring assumptions have 

been made:

1, C a p a c i t y  u t i l i s a t i o n ;

1st Y e a r  -

2nd Y e a r  -

3rd Y e a r  

4th Year  

5th Year

30%
40%
55%,

75%

8 0 %

2. W o r k i n g  Days :

The -unit w o u l d  operate for 284 days in a year 

on 3 shift basis. It will operate 169 days on orange, 5 2  days 

on Lemon, 3 2  days, on T omato and 31 days on mango.

3, R a w  M a t e r i a l s ;

a) The i n s t a l l e d  c a p c i t y  of the y n i t  is to process

'200 tonne r a w  m a t e r i a l  per day as such the annual

r a w  m a t e r i a l  r e q u i r e m e n t  w o u l d  be as under:
Tonnes

O r a n g e  -

L e m o n  -

I t e m

Or a n g e

L e m o n

To m a t o

M a n g o

T o m a t o

M a n g o

33,800

10,400

6,400

6,200

b) The r a w  m a t e ri al cost FCR f a ctory has been

a s s u m e d  as under;

Q u a ntity  
(tonnes)

. 33,8f'0

1 0 , 4 0 U

6,400

6.200
56.ftQ(y

Ra t e / t o n n e

Rs.2,100 

R s . 2,100 

R s . 1 ,200 

R s . 2,500

A m o u n t  
(Rs. in lakhs)

709.00

2 18.4V

76.80

155-00 
1159.20 ~

... 2/-
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The total cost of r a w  m'ltorial would be Rs. 1 159.20 1-khs.

4. P a c k i n g  M a t e r i a l s ;

a) The unit will pack c o n centretos and pulps in 

flex ib le aseptic bags w hich will have to be impor t e d  

for the present. D i f f erent c a p a c i t y  bags such as

2 kg., 25 kg. and 200 kg. w o u l d  be used.

The cost of packa g i n g  material on the basis of 

p r e v a i l i n g  international price has been w orked out 

belo w: -

C a p a c i t y  of Q u a n t i t y  to be No. of bags Cost per Amount
a s e p t i c  bags packed( t o n n e s ) r e g u i r e d  u n i t ( R s .) (Rs.in Ir.khs

2 Kg,

25 Kg. 

200 Kg.

70

1900

4070

3 5 . 0 0 0

76.000 

20,350

7.0(?

45.00

160.00

2.45

34.20

32.56

69.21

b) The bags o f  2 kg, & 25 kg. capac i t y  will be further 

p a c k e d  in c o r r u g a t e d  boxes w h i i e  200 kg. bags will be 

p l a c e d  in; drums to avoid any damage during storage and 

" transport. The requi r e m e n t  of secondry p a cking materials  

w o u l d  be as under:'^

S i z e  of 
a s e p t i c bags

■ No. of 
bags

Qu a ntity of 
boxes/drums  
r e g u i r e d

unit 
Cost 
(Rs. )

A m o u n t  
(Rs.in lakhs)

2 • 35,000 3,500 7.00 0.25

25. 76,000 76,000 ■ 11.00 8.36

200 20,350 20,350 160,00 3 2.56

Co st of s e c o n d r y packing w o u l d  ho Rs.41 .17
41 .1 7 

l a k h s .

The total cost of p-^cking material would be Ks.1 10.38 lakh:



5. Wages :

T h e  unit will require casuol w o r kers for loading, unlondin..', 

sorting, handling and packing op'i^rati o n s .

On an average it will require 80 w o r k e r s  - 20 in-le and 

6 0  female, per shift. The prevai l i n g  wage s t r u cture is 

R s . 1 5  per day for male workers and ;^s.12 for female v/ork_r.

T h u s  the total wage bill for 284 days w o rking on 3 shifts 

b a s i s  w o u l d  be R s . 8 . 6 9  lakhs.

6. U t i l i - t i e s :

The total power requirement of the u n i t  h.'S been e s t i m a t e d  

at about 450 KVA. The demand charges @  R s , 2 8 8  per K V A  w o u l d  

be R s . 1 . 3 0  lakhs. The plant is l i k e l y  to consume 17,89 lakhs 

units annually as such the cost at the p r e v a i l i n g  rate of 

Rs.fl.80 per K'Vk'H v^^ould be around Rs.14.31 lakhs.

The boiler w i l l  consume abO'-^t 8 lakh litre of futnaco oil 

p e r  annum. Its cost @  Rs.4.30 per litre w o u l d  be Rs.34,40^ lakhs.

For water the s o c i e t y  w o u l d  dug bore wells and its o p e r a t i n g  

c o s t  is included in power cost.

The total e x p e n s e s  on utilities w o u l d  bo R s . 50,01 lakhs,

7. Interest :

Interest has been calculated @  1 3 . 2 5 %  per a n n u m  on 70% 

of the total block cost of R s . 8 6 7  lakhs. This w o u l d  work 

o u t  to Rs.80.41 lakhs.

Interest on w o r k i n g  capital loan has been a s s u m e d  f  18% 

w h i c h  w o u l d  be around Rs.36.29 lakhs per annum.

- 3 - (Ann.. x - I  - Cor:

___ 4/-
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8, E s t a b l i s h m e n t  :

The unit will r e q u i r e d  a number of p e r s o n n e l s  to look 

a ft er  various activities. The details are g i v e n  in Annex \^II 

The annual s a l a r y  bill w o u l d  be a b o u t  R s . 1 7 . 1 5  lakhs,

9. D e p r i c i a t i o n  :

D e p r i c i a t i o n  has been c a l c u l a t e d  at the following

R a t e ;

Buildings & civil works  

Ma c h i n e r y  & Equipirent 

Fixtures and fittings 

V e h icles

5%

10%

10%

20%
The total d e p r i c a t i o n  shall work out to Rs. 54 = 58 1-r.khs 

p e r  annum. •

1 Sales t e a l i s a t i o n  : "

a)-.The unit w i l l  pack c o n c e n t r a t e s  and pulps in different 

pocks. The e x - f a c t o r y  sales r e v e n u e  hr'.s been c o m p u t e d  as under:

Ite m P a c k i n g Quanti ty 
t o n n e s

1 . Orange C o nc en trate 2 kg. 20

2. -do- 25 kg. 1000

3. -do- 200 kg. 1680

4 . L e m o n  C o nc en tr oto 25 kg. 300

5. -do- 200 kg. 51 0

6 , M a n g o  Pu lp
(double strength)

25 kg. ■ 600

7. -do- 200 kg. 1000

8. T omat o Paste 2 kg. 50

9. -do- 200 kg. 850

2700

81 0

1600

900

R a t e Amount
Rs./tonne (Rs.in lakhs)

46000 9.20 ) 

4(/0.00|4 0 0 0 0 997.20

35000 588.00)

42000 1 26.00| 31 7;25

3 7500 1 91 ,25*

20000 120.00)
290.00

1 7000 170.00|

16000 

1 3000

8.00) 

1 10.50|
1 18.50

1722.95

,..5/-
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b) R e v e n u e  from sale of by-products is likely to be 

as under

I t e m

1. E s s e ntial oil
( orange)

2. Peel oil(orange)

3. E s s e n t i a l  oil
(Lemon)

4. Peel oil(Lemon)

5. T omato seeds

6. Mango seeds

7. Citrus seeds

8. Dry citrus peel

Q u a n t i t y  
( tonnes)

40- 5

54

1 0

13*5

32

850

34

3000

Rate 
Rs/tonne

70.000

40.000

75.000

70.000
4.000

2.000 

3,000 

1 ,000

Am;:unt 
(Rs. in lakhs)

28.35

116.20

T h e  total sales r e v e n u e  w o u i d  be Rs, 1 8 3 9 , 1 5  lakhs.

11 , M a r g i n  m o n e y  :

The r a w  m a t e r i a l s ,  being p e r i s h a b l e  no bank ex tend  

any m a r g i n  on these. S i m i l a r l y  the e x p enses to be incurred 

on salaries, wages, u t i l i t i e s  & e s t a b l i s h m e n t  will also be 

r e q u i r e d  in full. K e e p i n g  this in y i e w  the r e q u i . e m e n t  of 

m a rgin m o n e y  has been w o r k e d  out as u n d e r : -  (Rs in lakhs)

I t e m P e r i o d  
( m o n t h s )

R a w  M a t e r i a l s  ^2

P a c k i n g  m a t e r 
i a l s  & c o n s u m -  2 
able stores

W a g e s  & S a l a r i e s  2

U t i l i t i e s  2

F i n i s h e d  goods 1/2

O t h e r  items of 
w o r k i n g  c a p i t a l  1

Vv or king 
C a p i t a l  
A m o u n t

61 ,22

2 3 . 3 2

5 . 4 4  

1 0.56 

24 5 . 5 0

5. 5 9

3b 1

Sank
M a r g i n

25%

M a r g i n  money  
r e q u i r e d

61 .22

5.81

5.44

10.56

61 . 3 8

5.59

1 50.00"^“
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B.

B R E A K - E V E N  AN/J^YSIS 

V A RIA B L E  C O S T S ;

R a w  Materials 

Packing Mater i a l s  

V^ages 

Utilities 

Chemicals

Interest on w o r k i n g  capital 

C onting encies

(Rs. .in lakhs)

1159,20

110.38

8.69

50.01

3.00 

36.29

5.00

T o t a l : 1 3 7 2 . 5 7

SALES R E V E N U E  :

Orange c o ncentrete 99 7 , 2 0

Le m on cuncentrete 317.25

M a ngo  pulp 290.00

Tomato Paste 118.50

B y-p r odu cts . 116.20

• . 1 8 3 9 . 1 5

C. COr^TRIBUTia^ :

C o n t r i b u t i o n  towards- 

o v e r b e a d s  

( B - A  )

4 6 6 . 5 8

2 / -
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D. F I X E D  C O S T S  :

E s t a b l i s h m e n t  17.15

O ffice e x p e n s e s  &
over heads 10.00

Int e r e s t  on loan 80.41

D e p r i c i a t i o n  54.58

R e n t  - Taxes -
I n s u r a n c e  3.00

Spares, M a i n t e n a n c e  &
R e p a i r s  10.00

P r e - o p e r a t i v e  expenses 10.00

. Sales p r o m o t i o n  40.00

M i s c e l l e n o u s  e x p e n s e s  10.00

2 3 5 . 1 4

E . Break~.even p o in t ;

( 5  X 100 ) :

„ . „ , (23 5.14 - 64.58) x 100
C a s h  B r e a k - e v e n  ; ------ =  3 6 . 6 %
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ORGANISATIONAL S£T UP OF THE PROPOSED UNIT

S. No, Name o f  the post No. Annual
emolumen ts 
(Rs. in  lakhs)

1. Managing Director 1 0«60

2. Managing (Production) 1 0.42

3. F ru i t  Technologist 2 0.60

A. Qual ity Control O f f ice r 1 0.30

5. P lan t  Supervisor 3 0.54

6. Laboratory Assistant 1 0.1 8

7. P lan t  Engineer 1 0.35

t . E lec tr ic ian/Fo reman 4 0.60

9. ■oiler Attendent 2 0.36

10. Opecato rs 10 1.20

11. Manager (Marketing) 1 0. 42

12. Sales O f f ic e r 2 0.60

• • Sales Rspresentstivea 3 0. 65

14. Manager (Procurement 4 Inputs) 1 0.42

15. Procurement O f f ic e r 1 0.30

16. F ie ld  Supervisors 10 1 . 80

17. F ie ld  Assistants 
(CQllect ion Centres) 10 1.20

l i . Persorvial O f f i c e r 1 0.36

19. Uslfare O f f ic e r 1 0.30

20. Accounts O f f ice r 1 0.30

21. Accounts Clerks 3 0.54

22. Cashier 1 0.18

23. Sto re Keeper 1 0.24

24. Assistants 3 0 .54

25. Security Uatchnen 3 0.36

26. Paona 3 0.29

71 1 3.72

Misc. bene f i ts  (approx. 3 
months s a la ry )

To tal

3.43

1 7 .1 5
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6- IVĉ tutiY ̂ S rviD>i»v4. ■'' -Tunnel

7. 3 f̂ i-nJhT- '̂■H'̂

?. ?6\JX̂   ̂ </L« ■2,̂ 10-Wi.;  ̂g<L

l».i.'■'■■-- ( f̂'UU "ii
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I. SUMMARY

1.1 The project deals with integrated marketing and processing of cotton by the Sanawad 
Coop-erative Marketing Society Ltd., Sanawad, District Khargone, Madhya Pradesh State, 
India.

Objectives of the Project:

1.2 To increase income ofthe cotton growers of Sanawad Taluka by increasing processing capacity 

of seed cotton and by Implementing Integrated marketing project.

1.3 The area of the project will be Sanawad Taluka in Khargone District, Madhya Pradesh State, 
India. The total area of the Taluka is 61,283 KMS.

1.4 The project activity will include expansion of the present ginning capacity from 15,000 balesto
25,000 bales. This will also entaie construction of warehousing space for 3000 bales of cotton.

1.5 The total project cost is Rs.7.60 million.

1.6 Source of Funds :

won funds 
Loan from NCDC 
from State Govt.

Rs.0.68 million 
Rs.4.94 million 
Rs.1.98 million

Rs.7.60 million

1.7 Implementation period:

- 7 Months

1.8 Expected capacity utilisation ;

- 1st year 80 per cent
- 2nd year onwards 90 per cent

1.9 Raw material :

- The society will also encourage pooling ̂ stem where the farmers will bring the stocks directly 

to the Society’s promises.



- In case raw material Is not sufficient, seed cotton Is to be procured from the regulated market
yard of Sanawad In open auction.

1.10 Finished Products :

- Lint cotton
- Cotton seed

1.11 Organisation & Management:

The project will be managed by the Society’s Board of Directors which conprlses 1 Chairman, 1 
Vice-Chairman and 11 members. The Project will be Implemented by the 38 full time officers and 
Staff. Out of which 37 are existing offlLcers/staff of the Society and one to be recruited for the 

purpose. Besides, skilled and unskilled labourers will be employed as per requirement.

1.12 Financial HighUghts (80% Capacity):

- Fixed cost
- Variable cost
- Working capital requirement
- 1st year
- 2nd year
- Break even point (qty) (on 80% 

utilisation)
- On 100% utilisation
- Financial internal rate of return
- Pay back period
- Net present value
- Benefit cost ratio
- Debit service coverage ratio

Rs. in million
1.51
112.90

40.00
50.00
10.869 bales (54.68%)

13,587 bales
31.4
4 years 
10.12 

1.84
3.22,3.96,2.78,3.48 
4.36,1-5 years respectively.

1.13 Benefit To Growers :

The increase in Income of growers by sale of seed cotton to Society @ 10%
Assured purchase of cotton by the Society on remimeratlve prices
Supply of Improved seed, fertilisers, pesticides, insecticides, provision of irrigation
facilities and credit at concessional rate.
Farm guidance and farm technology research for varietal Improvements.
Enhanced dividend after the project matures



2.01 In developing countries like India, which have an agricultural base with considerable potential 
for growth, the promotion of agro-based Industries is of paramount importance to put them on 
the high road to economic prosperity. This basic concept has been ingrained into the process 
of planned development in India. Amongst the many crops which provide Industrial raw 
material in India, Cotton is undoubtedly the most important.

2.02 Agricultural production has been playing a very crucial and key role In economic development 
and industrialisation of our country. Cotton crop is one of the major agricultural produce In 
India.

2.03 Cotton Textile Industry & Spinning Mills are feeded by the processed cotton as raw material. 
Processing of seed cotton (kapas) is done through ginning. Seed cotton (kapas) Is bifurcated 
In processed cotton and cotton seed separated through ginning process. This is one of the 
traditional Industry In India. Gujarat, Maharashtra, Punjab, Madhya Pradesh and Southern 
States are the major producers of seed cotton (kapas). Therefore, the Textile & Spinning Mills are 
also located mainly in these areas.

2.04 Madhya Pradesh is located in central part of India. Its western belt called Nimar Is the main 
cotton producing area of the State. The present project will be carried out by the Sanwad 
Cooperative Marketing Society Limited, Sanwad which is located in western Nlmar district of 
Khargone. The black cotton soil which is obtained in the area of operation is highly suited and 
ideal for cotton production. The State & Central Governments have also initiated cotton 
development schemes by way of which the area under cultivation is to go up in the coming years. 
The agro-cllmatlc conditions are also well svilted for cotton production. All these salient 
advantages together with the initiative taken by the Agricultural Department the production of 
cotton is likely to increase substantially in the coming years.

2.05 Area of the Project :

The area of operation of the Sanwad Cooperative Marketing Society Ltd. (Sanwad C.M.S.) extends 
to Sanwad Taluka (sub-district) of District Khargone. Madhya Pradesh. It is spread to 61,283 
KMs. Nett agricultural farm area in the sub-district is 45,880 ha, out of which 15,067 ha. is 
irrigated. The total area is divided into 129 villages (hemlets). The total population of the area 
is 107,563. Out of this, 85540 are rural while 22023 are urban. The total number of farmers’ 
house-holds is 16,960.

2.06 Cotton, groundnut, feed, rice, beans, soyabean and chillies are the main crops. Cotton is major 
cash crop of the area. Total area under cotton is 18,000 hectres. The average yield perhectres 
is 20 to 25 quintals. The total cotton production of the are a is about 75,000 bales. Besides, the

n. BACKGROUND



cotton produced In nearby areas also arrive in Sanwad market yard for sale. Thus, the total 
marketable surplus of the area is around hundred thousand bales.

2.07 Problems Faced by Farmers :

The Cotton trade is traditionalfy being dominated by the private traders. The ginning and pressing 
of cotton is important value addition to the produce as the spirming mills accept cotton onfy after 
ginning and pressing. There is only one cooperative working in the area whose processing 
capacityis only 15,000 bales for ginning and 25,000 bales for pressing. The Sanwad Cooperative 
Marketing Society has 36 single roller gins and 32 double roller gins. The 36 single roller gins were 
Installed in the year 1962. They have now become unserviceable and are required to be 
replaced. The technology of the ginning and pressing has now changed whereby single roller 
gins have become out-dated and they need to be replaced by double roller gins.

2.08 The existing gins do not have pre-cleaning machines. The result Is that the fibre quality of girmed
lint is poor and the trash content cannot be properly separated from the seed cotton.

2.09 The Society has limited warehousing capacity which can hardly accomodate around 1,000 bales 
of cotton. There Is no space available with the Society to store raw-cotton and to safeguard It from 
tmseasonal rains.

2.10 As a result of the limited processing and warehousing capacity, the society Is able to handle 
only 15,000 bales which Is about 10 per cent of the total market arrivals.

2.11 The private sector which Is well Intrenched In trade provides low prices to farmers for their
produce. There are nine glrmlng and three pressing units In the private sector. Their total
ginning capacity Is 60,000 bales while pressing capacity Is 80,000 bales. The private merchants 
advance money to the farmers and sometimes pruchase their produce in the field Itself. Many a 
times they reject the stocks of farmers and impose price cuts on the pretext of Inferior quality of 
the stock. The farmers have to wait for one to two days for welghment In the factory compoimd of 
private ginning and pressing units. The payments are often made In Instalments and many cuts 
are imposed on flimsy grounds.

2.12 The cooperatives are able to handle only 15 per cent of the stock and, therefore, they are able to 
provide production inputs and farm guidance only to about 15 per cent of the total cotton 
farmers. In the absence of backward linkage with the Society the farm productivity In the area Is 
not satisfactory.

2.13 As India re-enters the world textile market, its strength In International markets will lie in Its 
large base of cotton cultivation. This means that, not onty will h l^er quality yam be needed.



but would also have to be price competitive in international markets. One ofthediflficulties being 
faced by Indian spinning mills in terms of cost reduction is the poor quality of cotton received 
by them at the spinning stage. It is difficult at present to receive cotton of a high consistent 
quality i.e. clean and free of waste material. Because of inadequate facilities at the stage of 
picking, bagging, storing, ginning and bailing processes, the cost of cleaning the cotton falls on 
the spinning mills. It is estiamted that the result of inefficiency in earlier stages could lead upto 
about 10 per cent loss in the whole cotton crop.

2.14 Need and Justification for the Project:

The Managing Committee of the Sanwad Cooperative Marketing Society has realised the plight 
of farmers due to its limited processing and warehousing capacity and has now decided to 
modernise and expand its capacity. It has been recommended that 36 old single roller gins be 
scraped and 48 new modernised double roller gins may be installed with automatic pre-cleaner 
units. It has also been recommended to create additional warehousing capacity by constructing 
storage space for additional 3,000 bales of cotton. Presently, the Society undertakes ginning 
& pressing activities for 120 days in a year. It is stipulated that by creation of additional ginning 
capacity and warehousing space the average working days in a year will be Increased from 120 to 
150 days.

2.15 The following advantages will accrue by Incorporating the ginning and pressing components to 
the project:-

i. One of the major advantages of having a modem girmery would be the speed at which seed 
cotton is ginned.

11. The imlt can establish proper linkages with the growers members, encourage them to grow 
the right type of cotton and also give them premium on cotton-thus sharing the profits with 
them.

2.16 The trash content in the trade varieties produced by the existing ginning factories is very high. 
By establishing a modem ginning factory, the trash percentage In lint cotton can be controlled 
well within limits. The increased storage facilities for cotton will facilitate in putting uniform lots 
according to the type of cotton plants, grade and degree of contamination.
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III. PROJECT OF COTTON PROCESSING & MARKETING.

3.01 Objectives:

The project Is expected to fulfill the following objectlves:-
i) To expand and modernise processing facility (ginning and pressing of cotton) from

15,000 bales to 25,000 bales.
ii) To provide backward integration with a view to increase farm productivity and

supply credit, fertilisers, irrigation facilities, pesticides and insecticides and farm 
guidance to the members of the cooperative.

ili) To improve the quality of processed lint for suppty to spinning mills with a view 
to provide higher return to farmers for their cotton.

iv) To expand the membership of cooperative and to bring more farmers under the
umbrella of cooperative with a view to expand services of the Sanawad Cooperative 
Marketing Socie^ Limited, Sanawad.

v) To enhance member fanners’ income through price increase for their seed cotton and
dividend from the enchanced profit of the Society, together with enlarged reserves for 
the Society,

3.02 Area of Operation :

The area of operation of the Project will extend to Sanawad Taluka (Sub-district) of Khargone 
District in Madhya Pradesh. The Sanawad Cooperative Marketing Society Ltd presently has 952 
individual farmer members. 16 primaiy agricultural cooperative marketing society/large size 
agricviltxiral multi-purpose societies as its members. Besides, It has 30 nominal members. The 
State Government also holds a share. The total membership ofthe Society comes to 1001. The 
Society extends its operation to 18,000 hectares of area which Is under cotton crop. The present 
timover of the society is 40 million rupees.

3.03 Project Components

3.03.1 Procurement

In the State of Madhya Pradesh cotton is procured in the regulated markets. Seed cotton 
is auctioned at the msirket yards according to the rules and regulations prescribed by the Market 
Committee. Auctions are held in open and generalfy according to the variety and quality of seed 
cotton in lots of carts, tractors or in heaps. Quality is assessed on the spot manually and prices 
are offered according to the current trend of arrivals and more specifically of demand for specific 
types and varieties. Arrivals are not controlled but often market tends to regulate arrivals in



subsequent days and weeks. It is relevant that small producers have seldom any alternative but 
to bring seed cotton as soon as it is readyto realise whatevervalue. There is no chance of hedging 
or any other means of retrival once the produce comes to the market. In some of areas traders have 
a net work of organised bu3̂ g  of seed cotton from the door steps of the farmers. The agents 
go to the villages and they offer to buy seed cotton. Such practice leads to many irregularities, 
particularly in weighing and assessment of quality and the price offered.

The Sanawad Society will procure stocks of seed Cotton at Sanawad regulated market yard. It will 
discourage collections of cotton from the villages as cotton is not a perishable commodity and can 
be easily transported to the nearest market. Purchases at village point leads to exploitation 
of farmers in terms ofpricesandweighmentetc. Once the seed cotton is brought to the regulated 
market, the farmer has an opportunity to sell either to the society or to any other dealer who offers 
highest price to the grower.

The Sanawad Society will tiy to pool the produce of its members. In pooling system, the farmers 
bring their seed cotton pods to the society’s gate in their own vehicles. A sample is taken out 
Immediately and decided for its lint cotton and cotton seed value. The price of the produce is 
determined accordingty. After taking out the same, the goods will be weighed by the society and 
75% payment shall be made in advance immediately. The balance 25% of the payment shall be 
made at the end of the season when the accounts are settled finally. In pooling system the farmer 
has an opportunity to secure better price for his produce and the price worked out after full 
realisation of the bales produced out of the cotton procured from the farmer members. In pooling 
system the farmer usually gets 5 to 7 per cent higher price for his produce in comparison to 
outright auction system. Another advantage of the pooling system is that the good quality seed 
secured from the farmers are supplied back to them at reasonable rates which improves farm 
productivity and the quality of the cotton produced subsequently.

3.03.2 Storage

The seed cotton so procured from the farmers will be placed in the warehouse of the Society so 
that it is not exposed to the unseasonal rains and othervageriesofthe weather. The Society will 
create additional warehousing capacity of 3000 bales which will enable It to procure larger 
quantity ofcotton and store the same for longer period. This will also enable the Society to utilise 
its ginning and pressing facilities for an average of 150 days in a year as against the present 
utilisation period of 120 dasre.

3.03.3 Processing

It Is proposed to acquire 48 new double roller semi auto localfy made gins. The Society has already 
32 double roller gins. Thus the total ginning capacity will be Increased to 80 double roller gins.
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Roller gins are ideally suited for processing long staple cotton. Hence double roller gins are 
Included in the Project. Double roller gins will, to a large extent, satisfy the following 
requirements:-

i) Full stripping of fibres from the seeds,
ii) Absence of fibre faults and damaged seed and
iii) Total exclusion of fibre seeds.

It is proposed to acquire modem ginning units consiting of cotton suction, precleaning and 48 
nos. of Double Roller Gins. The ginning is proposed to be semi-automatic with provision for 
electricals and drivers. The feeding of the cotton to the gins is through suction pipe. The gin cotton 
will be collected by two conveyor belts connecting 12 gins. By adopting this improved ginning 
method, the seeds will be completely separated without damage to the fibre length of the cotton. 
It is proposed to acquire hydraulically operated pressing force. It is electrically operated 
and needs only two operators. The total pressure required is obtained by only two hydraulically 
operated cylinders. It can press 10 bales per hour.

3.03.4 Safety Measures

Safety programme has to be i^stematically and routinely implemented by the mill. The modem 
machines are fully enclosed and are provided with inter-locklng ^stems which procule the 
possibility of their being opened without switching off the motive power. The safety regulations 
are enforced through Factory Act to prevent accidents.

It is essential that not only the safety regulations should belaid down but they should be clearly 
spelt out to the employees to make them aware of the same for adoption. Accordin^y, the 
following measures should be taken to prevent accidents:

i) Provide every employee with the operating procedures and practices designed to protect 
the operatives and equipments from the risk of injury or damage to property:

ii) Comply with satutory provisions for the protection of health, safely and envirormient.

iii) To train all employees, suitably equip them and instmct them to perform their duties in 
a safe and effective manner and

iv) To ensure that every employee recognises and discharges his/her responsibility safely 
and activefy participates in maintaining and improving safety standeirds.

11



3.03.5 Marketing

a) Sale of cottonseed

It will be sold to MP State Cooperative Oilseeds Federation. The Federation’s Oil Mill Is located 
at Barwha which is 12 KMs from project site. The second alternative for marketing of cottonseed 
is local sale to vegetable oil manufactijrers. They will purchase cottonseed at the premises of the 
Society in open auction. The daily open auction time will be 4 PM in the evening during peak 
season.

b) Sale of lint cotton/cotton bales.

The lint cotton/cotton bales will be marketed to cooperative spinning mills in MP. Two of the 
large size cooperative spinning mills are located very near to the project side and one each in 
Sanawad and Khargone. The annual requirement of these two spinning mills is 50,000 bales. 
Another marketing outlet is export of cotton to overseas market through NAFED. The H-4 is the 
main exportable variety and it is in great deamand tn Far East and Central European countries.

The public sector national textile mills are also large purchasers of lint cotton for their own 
consumption, the National Textiles Corporation Mills are located In Indore, Ujjaln and 
Bhuranpur in MP. Besides, there are a number of mills located in Bombay. The project location 
is on the main Bombay-Agra Highway. It is also well connected with raU and road to different 
large cities In the country. It has excellant network of communication and, therefore, it has 
emerged as an important centre for marketing of cotton.

3.03.6 Extension Services

The Society will undertake extension activities including supply of preduction inputs, arrange
ment for irrigation facilities* sale of fertilisers, insecticides and pesticides and farm guidance 
activities with the help of its constituent 16 primary marketing societies at the village level. It 
will also take help from Cotton Technology Institute, Nagpur and E^enslon Division of the 
Agriculture Department of the Government of Madhya Pradesh.

12



IV. DETAILS OF OPERATIONS

4.1 Plant Capacity

The total capacity of the ginning and pressing plant will be 25,000 cotton bales.

4.2 Location

The location of the plant shall be 2 KMs from the office of Sanawad Cooperative Marketing Society 
adjacent to ginning and pressing unit of the Society.

4.3 Main Products

The main products of the Unit will be lint cotton besides cottonseed.

4.4 Processing operation

The farmer will bring the seed cotton to the factory gate. It will be weighed on the weigh bridge and 
will be placed in the heaps/warehouse.

From the warehouse, the seed cotton will be brought to the cleaner. The cleaner wiU separate the 
trash and other foreign matters from the seed cotton. After cleaning, it will be brought to double 
roller gins where the cottonseed will be separated from the cotton lint. The lint cotton will be filled 
in sacks and taken for pressing. It will be pressed hydraulicalfy. It wUl then be rapped in hessian 
cloth and iron strips. The standard packing shall be 170 kg {1 bale). The cotton seed will be stored 
in the warehouse for sale.

4.5 Investment Plan :

Cost of Project Rs. in millions

(a) building & godowns 3.65
(b) Plant & Machinery 3.07
(c) Electrical fittings 0.26
(d) Furniture, fixtures & fittings 0.05
(e) Contingencies including preoperative expenses 0.57

*(f) Margin Money for working capital 8.00

Total: 7.60

13



(a) Society’s capital

(b) Term loans

from NCDC 
From State Govt.

Source of Finance:

4.94
1.98

Total

0.68

6.92

7.60

National Cooperative Development Corporation Is a Corporation promoted by Central Govt, for 
financing the cooperative processing units. The NCDC will finance 65% of the total project cost. 
The loan will be repaid In 12 equal instalments together with interest. The repajrment schedule 
will start from 3rd year. 26% of Project cost will be met by the loan raised from State Govt. The 
balance 9% will be raised by the Society’s own resources.

* Margin money has not been provided because the operation Is seasonal and cash accruals 
during the operation period would be adequate to serve this purpose.

FLOW CHART OF COTTON PROCESSING
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STATEMENT OF WORKING CAPITAL REgUIRED

Particulars ® 80% capacity 
(Rs. in million) 

(Rs.)

@ S0% capacity 

(Ho.)

Purchase of Seed Cotton 25.60 (1 Month) 30.29
Purchase expenses 0.77 (1 Month) 0.91
Factoiy Wages (5 Months) 0.26 (1 Month) 0.29
Factory Wages (12 Months) 0.02 (1 Month) 0.03
Salaries 0.04 (1 Month) 0.05
Store & Spares 0.20 (2 Months) 0.24
Repair & Manufacture 0.07 (1 Month) 0.08
Power & Fuel- (Credit) -
Oil expenses 0.05 (2 Months) 0.05
Office expenses 0.03 (1 Month) 0.03
Packing expenses 0.24 (1 Month) 0.35
Selling expenses -(after sale) -

27.28 32.32

Sales (Credit) 16.40 (1 Month) 19.83
43.68 52.15

Or say Rs. 40.00 millions Rs.50.00 million

Note: i)

The Interest has been calculated at Rs.0.55 Interest Per month on 
Rs.40. million @16.5%. Total interest Rs.0.55 million x 4 months 
Rs.2.20 million in the 1st year.

The working capital has been calculated keeping in view the peak season of five months. After 
and before this, the expenses are very nominal. As such no working capital is required. The 
cotton seed is sold on cash basis. Accordingly the provision for this has been made in the 
calculations of required working capital.

ii) From the 2nd year onwards, the working capital is based on Rs. 50. million (@ 90% 
capacity), minus cash accrual of the year (As per cash flow statement).

15



4.7 Production

The project life will be for a period of 15 years. The production schedule for the fifteen years shall 
be as under:-

PRINCIPLE PRODUCTION OF LINT COTTON (COTTON BALES)

Tears Net operating Installed Capacity machine 
Days capacity operation 

in Tonnes

Tonnes of 
seed cotton

(Lint 33% 
recovery 
(in Tonnes)

No. of 
Bales

Cotton seed 
65% recovery 
(in Tonnes)

1 150 12800 80% 10240 3380 19878 6656

2 150 12800 90% 11520 3802 22362 7488

3 150 12800 90% 11520 3802 22362 7488

4 150 12800 90% 11520 3802 22362 7488 1

5 150 12800 90% 11520 3802 22362 7488

6 150 12800 90% 11520 3802 22362 7488

7-10 150 12800 90% 11520 3802 22362 7488

11-15 150 12800 90% 11520 3802 22362 7488

4.8 Procurement of Raw Material:

The procurement of raw material will be made from the local regulated market as well as from the 
farmers who directly bring their produce to the factory gate on pooling basis.

SCHEDULE OF RAW MATERIAL REQUIRED

Tears Installed capacity Capacity Raw material of

in Tonnes utilization seed cotton required 

in Tonnes

1 12800 80% 10240

2 12800 90% 11520

3 12800 90% 11520

4 12800 90% 11520

5 12800 90% 11520

6 12800 90% 11520

7-10 12800 90% 11520

11-15 12800 90% 11520
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4.9 Sales Turnover;

The sale turnover of the output for the next five years shall be as under:-

(Rs. in million)

Year 1st 2nd 3rd 4th 5th

Cotton Lint 82.00 95.01 97.86 100.80 103.82

Cotton Seed 33.28 38.00 38.57 39.15 39.74

Total 115.28 133.01 136.43 139.95 143.56
Misc. 0.40 0.41 0.42 0.43 0.44

Total:- 115.68 133.42 136.85 140.38 144.00

The assumed sales prices for cotton lint and cotton seed are Rs.4225 per bale and 
Rs.5,000 per tonne, respectively. In addition, we have assumed Inflation rates of 3% for 
cotton lint price and 1.5% for cotton seed price.

4.10 Packing

The packing of the lint cotton shall be made in hesslan cloth tied by iron strips. The weight of one 
pack will be around 170 kg.

4.11 Marketing Channel

i) The domestic market will be done directly by the Society to cooperative spinning mills.
ii) The overseas marketing will be done through National Agrlculturjil Cooperative Marketing 

Federation of India Ltd. (NAFED).
ill) Cottonseed will be sold directly to the cooperative oil mills. Altemativefy the cottonseed

will be sold to local oil processing units and vegetable oil units through auction.

The channel of marketing will be decided on the basis of best provailing prices at a particuleir point 
of time.

17



Chart of Marketing Channel
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4.12 Market Information System :

The market Intelligence will be covered regularly from NAKED & cooperative spinning mills as well 
as cooperative oil mills by telephone, telex and daily newspapers.
The daily paper named TECOYA is published from Bombay which gives prevailing rates of different 
varieties of lint cotton and yam.

4.13 Construction Schedule :

The land is already available with Sanawad Cooperative Marketing Society Limited. The construc
tion of warehouse and installation of new rollers will take approximatety seven months. The work 
will begin immediately after sanction of the Project by the financial institutions, say, by 
August, 1991.
The civil work for the factory wUl be completed by October, 1991 while installation of machinery 
and rollers etc. and the construction of godowns will be completed by November 1991. The trial 
runs will be carried out In December 1991.

4.13.1 Project Implementation Schedule :

(Jime - December’ 1991)

Activity Duration
a) Arrangement of finance 1 -2nd months

(Jtme-July, 1991)
b) Construction of buildings 3-5th months

(August-October, 1991)
c) Electrification of plant 6th month
installation (November, 1991)

d) Construction of godowns 3-6th months
(August-November, 1991)

e) Trial runs 7th month (December, 1991)

4.14 Project Implementation:

The Project will be implemented by Sanawad Cooperative Marketing Society Limited, Sanawad, 
District Khargone, Madhya Pradesh State, India.

4.15 Amount of Raw Material:

The schedule of raw material pruchase for the first years is as under:-
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Year Capacity installed 
in terms of 
seed cotton

Operating
%

Seed cotton 
required 
On Rs.

Amount 
Rs. in millions

1st 1,28,000 80% 1,02,400 102.40

2nd 1,28,000 90% 1,15,200 117.71

3rd 1,28,000 90% 1,15,200 120.06

4th 1,28,000 90% 1,15,200 122.46

5th 1,28,000 90% 1,15.200 124.91

4.16 Season of Harvesting & Processing

Months

1 2 3 4 5 6 7 8 9 10 11 12

* Harvesting --------
* Processing Season Depending upon the availability of Raw Material
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V. ORGANISATION & MANAGEMENT

5.01 Overall Management Policy :

The project will be implemented by the Board of Directors ofSanwad C.M.S. The composition 
of Board of Directors of the Society is as under:-

Chairman 1

Vice-Chairman 1

Directors 11

The Board of Directors normally meets once in every month, Forofflcient management of the 
activities of the Society the Board of Directors will frame the Constitute committees:

1) Purchase Committee:
ii) Executive Committee:

The Chairman and Vice-Chairman have been delegated with full powers for taking on the spot 
decisions on the day to day management of the Society. Accordingly, the Chairman and Vice- 
Chairman normally attend office every day during the five months period when the cotton 
processing is in progress.

The Manager of the Society is a Govt. Officer who has come to the Society on deputation for a 
period of three years. He is the executive head of the Society. He will be respnsible for 
implementation of the project under the overall guidance and supervision of the Chairman, Vice- 
Chairman and the members of Board of the soaety.

5.02 Management & Organisation :

The day to day activities of the project will be divided into five divisions:-

5.02.01 Procurement of Raw Material:

The cotton selectors will be responsible for procurement and price fixation of the raw-material. 
They will plan purchases of quality raw material In such a way that stifllclent quantity of raw- 
material is always available for the Factory, The cotton selectors will endiavoure that onfy good 
quality staple cotton free from trash, moisture and foreign matter is purchased. They will always 
be quality and cost conscious. The godown keeper will ensure welghment of the stocks and
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5.02.02 Finance Division :

This division will work under the supervision of Accountant. He will be responsible for making 
timely payments to the growers on the basis ofthe purchase slips issued by cotton selectors and 
the godown keeper. He will be responsible for proper maintenance ofthe books of accounts, cash 
and bank accounts.

5.02.03 Processing Division:

This Division will work under overall charge of factory supervisors. Each supervisor will 
control certain numbers of double rollers. The fitter, jober, workmen, mechanics etc. will ensure 
proper upkeep and maintenance of factory machinery and equipment. The factory supervisors 
will have important role in cost effective operations ofthe machine. They will ensure maximum 
capacity utilisation of the unit.

5.02.04 Marketing Division:

The manager ofthe socletywill be directly in-charge of the marketing division. He will be assisted 
by cotton selectors and factory supervisors. He will maintain proper marketing intelligence 
and collect rates for different quality lint cotton from spinning mills. He will also keep an eye on 
prevailing rates of cottonseed in different markets. He will ensure that the finished products 
are sold at best possible rates. He will also ensure proper despatch and transportation of the 
stocks sold.

5.02.05 Input Supply Division :

This division will work under overall charge of the Supervisor. During sowing and harvesting 
period of cotton, there will not be any processing activities in the factory and therefore, their 
services should be utilised for farm guidance and inputs supply. Each supervisor will be incharge 
of 5 village level cooperative societies. The farm input will be supplied through the village 
cooperative societies. The farm guidance activities will be undertaken directly by the 
supervisors In association with the Agriculture University staff and Gtovt. Extension workers. 
The objective of the farm guidance activities is to Improve the post harvest technology of cotton 
and also to secure Improved seeds from Narmada Cooperative Seed Society which is locally 
situated in Sanwad. The fertilisers, pesticides and insecticides willbepurchasedby the society 
from MP State Co-operative Marketing Federation, IFFCO & KRIBHCO.

safe storage of the stock according to the grades.

22





5.02.06 Personnel & Administration Division

This division will be directly under the charge of the Manager of the Society. He will look after the 
welfare activities of the labour and ensure observance of the regiilations under the Factory Act. 
payment under the Wages Act and other statutory regulations.
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VI. FINANCIAL ANALYSIS

The project life has been assessed for the purposes of financial analysis as 15 years. The total 
Investment in plant & machinery, building and civil work pertaining to warehouse construction 
comes to Rs.6.60 million. The investment will be made in one phase and the construction of 
building and warehouse and installation of plant & machinery is likefy to take 7 months. The 
maximum capacity utilisation will be achieved in 2 years. The maximum plant utilisation 
capacity according to industrial norms is 90 per cent. The plant is a seasonal processing plant 
and depending on availability of raw material it can operate from 150 day to 180 days m a year.

6.1 The details of financial anatysis are given in the following paras;

6.1.1 Cost Of-Project & Mode of Finance :

6.1.2 Cost of Project Rs. In millions

6.1.3

6.1.4

- Building & godowns 3.65
- Plant & Machinery 3.07
- Electrical fittings 0.26
- Furniture, fixtures & Fittings 0.05
- Contingencies including pre-operative expenses 0.57

Total: 7.60

Source of Finance:

(a) Society’s capital
(b) Term loans-

0.68

from N.C.D.C. 4.94
from State Govt. 1.98 6.92

Building & godowns :
Tota: 7.60

- Factory building 1,33
- Godowns 2.32

3.65

6.2 Plant & Machinery :

Details of plant & machineiy proposed to be purchased is as under:
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S.No. Particulars Nos. Amount (Rs. in million)

1. Double roller, cotton, 48 1.26
gin suitable for vee-
belt drive with steel 
gears

2. Screw conveyor for gins 4 0.14
with electric mother
pulley

3. Special type Adding 104 0.06
angle iron structure for
cotton platform

4. Electric motors 52 0.24
5. Busher panel 8 0.10
6. Weighing scale 2 0.40
7. Cleaner 4 0.40
8. Automatic feeder 4 0.40
9. Other spares - 0.07

Total: 3.07

Note: All The Machines are Locally Available.

6.3.1 Electrical Fittings :

The electrical fittings required for the unit will comprise internal cable work of the factory, 
transformer and deposit to be kept with the electricity board for getting the power cormection. 
The estimated cost of this comes to Rs.0.26 million.

6.3.2 Power:

The maximum power requirement of the proposed industrial unit is 500 HP. The expenditure 
on power Is as detailed below:

Total maximum power requirement at 100% capacity- 
500 HP conversion of HP into K.W.
HPx.746 = KW 
500 X .746 = 373 KW
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Conversion of KW into units
KW X hours per day x working hours = units
373 X 16 X 150 = 8,95.200 units
Taking units at 80% and 90% capacity, 716,100 and 805,680 respectively costs 
Rs.0.72 millions and
0.81 millions at 80% and 90% capacity respectively.
(It is assumed that the price per unit of power will increase @ 5% from year to year)

6.3.3 Machinery Repairing & Maintenance :

The unit will have to incur expenditure to maintain the machinery and building in working 
condition. The expenditure on this head will increase over the years. The expenditure on this 
head has been estimated $ 5% on the existing fixed Investments in Building & Plant & 
Machinery and @ 2% on the new machinery and buildings. On the aforesaid basis the 
expenditure will be as under:-

Particulars Rs. % Amount of expenditure
(in millions) (in millions)

Existing Assets 4.0 5% 0.20
New Assets 7.6 2% 0.15

(It Is assumed that the repair & maintenance will increase @ 5% per annum) from 2nd year 
onwards)

6.4 Contingencies

The provision for contingenciesy represents the provision done for escalation of cost due to time 
related factors. Inflation and unforeseen circumstances. The provision for the same is done on an 
average @ 8% of the amounts to be invested in the assets.

6.5 Financial Projections :

Installed & Utilisation of Capacity :

27



Year Installed Capacity 
Cotton Ginned (In 
Quintals)

Capacity
UtiUation
(%)

Cotton Ginned 
(In Quintals)

1st 1,28,000 80% 1,02,400
2nd& 1,28,000 90% 1,15,200
ONWARDS

6.6 Production

YEAR COTTON COTTONSEED SHORTAGE
(in bales) (in qtls) (in qtls) (Normal)

1st 19,878 33,792 66,560 2048
2nd & 22,362 38,016 74,880 2304
ONWARDS

6.7 SALES:

• Sale of cotton bales:
19,878 bales @ 4125/- per bale 

■ Sale of Cottonseed:
66,560 quitls @ Rs.500/- per qtl

Rs.

Rs.

82.00

33.28

115.28

million

million

million

(It is assumed that the selling price of cotton lint will be increased @ 3% each year from 2nd year onwards 
& the cottonseed price will be increased @ 1.5% each year from 2nd year onwards)

6.7.1 Cost Components :

The main cost component of the project will be as follows;- 
Purchases
Employee remuneration 
Power & fuels 
Stores and spare parts.
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Machinery repalriging and maintenance. 
Administration and office expenses. 
Interest cost.
Depreciation.

6.9 Purchase of Raw Material

Cost of Seed Cotton

1,02,400 qtls to be purchased 
@ Rs. 1,000/- per quintal

Rs. 102,40 million

Add. expenses @ 3%
(mandi fee, commission) 
octori, weighing charges etc.)

3.07 million

Rs. 105.47 milUon

(It Is assumed that the pxirchase prices of seed cotton will be increased @ 2% p.a. from the 2nd 
year onwards)

6.10 Employees Remuneration:

The manpower requirement for the unit - both for administrative purposes and for the working 
of the plant have been detailed below: - The remuneration to be paid to the employees will be 
divided Into two categories:
- Factory wages
- Administrative salaries.
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The expenditure on this head is detailed below:

6.10.1 Factory Wages :

S.No. Particular No.of
persons

Wages per 
month per 
person (Rs)

Total per 
annum (Rs)

1. Skilled 20 900/- 90,000/-*
labour

2. Unskilled 328 700/- 11.48.000-*
labour

3. Factory super 3 2100- 75.600/-
visor

4. Press engineer 1 1500/- 18.000/-
5. Electricians 3 1600/- 57.600/-
6. Watchman 5 800/- 48,000/-

Total: 14,37,200/-
Add 5% for prequisites/beneflt 71,860/-

15,09,060/-
or Say Rs. 1.51 million

*These figure have been taken for the season only) (i.e. for 5 months only).
The wages for subsequent years till third year and onwards will be increased @ 5% per 
annum.
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6.10.2 Administrative Salaries :

The expenditure on this head is as follows:-

Particular No. of 
person

Salary per 
month per 
person (Rs.)

Total salary 
per annum
(Rs.)

Manager 1 2500/- 30,000/-
Accountant 1 2200/- 26.400/-
Accounts Asstt. 1 2000/- 24,000/-
Cashier 1 2000/- 24,000/-
Clerks 4 1300/- 62.400/-
Cotton selector 2 1900/- 45,600/-
Peons 10 1100/- 1,32,000/-
Store keeper 2 1700/- 40,800/-
Godown keepers 2 1700/- 40,800/-
Drivers 2 1300/- 31,200/-

Total:> 4,57,200/-

Add: 10% for other benefits and
prequlsltes 45,720/-

Total: S,02,920/-

Or say Rs. 0.50 million

The salaries to administrative staff are estimated to increase @10% per annum.

6.11 Administrative & OCBce Expenses :

Expenditure under this head will involve expenditure imder the following sub heads at the 
following annual rates for the first year:-
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Rs. in millions

1. Travelling expenses 0.15
2. Stationary and printing 0.03
3. Mlscellanous expenses 0.03
4. Insurance expenses 0.05
5. Postage and telephone 0.01
6. Legal and professional 0.01
7. Entertainment & staff welfare 0.02

Total: 0.30

The expenditure under the above heads Is estimated to increase at the rate of 10% per annum.

6.12 The yearly projections of profitability and Its appropriation flows are provided in Annexure 6 and 
the computation of the measures of Investment are given in Annexure 8

6.13 On the basis of financial analysis given above the net present value of the Project is Rs. 10.12 
million. The break even point would be as under:-

Rs. in mlUlon

Sales & misc. receipts 115.68
Variable expenses 112.90
Contribution 2.78
Fixed expenses 1.52

BEP at (% age) of capacity Fixed expenses
= ----------------------  X 100

Contribution

BEP at (80%) of capacity 1.52
-x80

2.78

BEP is at 54.68% capacity utilisation on the 80% capacity.
i.e. 10869 cotton Bales

6.14 The IRR of the Project will be 31.4%.
6.15 The benefit cost ratio of the project has been estimated at 1.84.
6.16 The pay-back period stands at 4 years.
6.17 The debt service coverage ratio will be as under:
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Tears 1st 2nd 3rd 4th 5th

Rs. In million 3.22 3.96 2.78 3.48 4.36

6.18 Details at Annexune 9

Thus, the results of financial analysis indicate that the project is viable.
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vn. CASH BUDGET

7.01 Cash Budget

The cash budget for the first 5 years of the project is given on the next page. The budget for all the 
15 years is given in Annexure No. 7

7.01.1 The assumptions are :

Prices of sale of lint cotton increase by 3% of cotton seed by 1.5% and miscellaneous receipts by 
2% every year.
The prices of procurement of seed cotton (kapas) increase by 2% per year.
Expenses, factory wages, spares and storage, and power and fuel increase by 5% per annum. 
E^enses on maintenance and repairing increase by 10% per year.
Profit utilized as under:

a) 50%
b) 20%
0 10%
d) 10%
e) 10%
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CASH FLOW STATEMENT (Rs. in millions)

Particular* 1st year 2nd year 

(R«.)

3rd year 

» * . )

4th year 

(R«.)

Sth year onwards 

(Rs.) (Rs.)

OPENING BALANCE B/F 

RECEIPTS

- 1.69 3.55 5.39 7.82

Societies capital a/c 0.68 - - - -

Loan from NCEXD 4.94 - - - -

Loan from State Govt 1.98 - - - -

Sales receipts 115.28 133.01 136.43 139.95 143.56

Misc. Receipts 0.40 0.41 0.42 0.43 0.44

Cash credit from bank 40.00 48.70 47.00 45.40 42.20

Total

T^ss: Pavments

163.28 183.81 187.40 191.17 194.02

Purchase of fixed assets 7.60 - - - -

Purchase of Kap>as 102.40 117.71 120.06 122.46 124.91

Purchase expenses 3.07 3.53 3.60 3.67 3.75

Factory wages 1.51 1.78 1.87 1.96 2.06

Stores and spares 0.51 0.60 0.63 0.66 0.70

Machinery repair & Mant 0.35 0.39 0.43 0.47 0.52

Power & Fuel 0.72 0.85 0.89 0.93 0.98

Administrative salaries 0.50 0.55 0.61 0.67 0.74

Other office expenses 0.30 0.33 0.36 0.40 0.44

Packing expenses 1.20 1.43 1.50 1.58 1.66

Selling expenses 0.47 0.56 0.52 0.62 0.65

Interest on T/L paid 0.76 0.76 0.76 0.70 0.63

Repayment of principal - - 0.58 0.58 0.58

Interest on C/C paid 2.20 2.68 2.59 2.50 42.20

Repajonent of C/C a/c (Bank) 40.00 48.70 47.00 45.40 42.20

Dividends paid - 0.13 0.18 0.25 0.33

Patronage rebate - 0.13 0.18 0.25 0.33

Other soclo economic 

activities

0.13 0.18 0.25 0.33

Total:- 161.59 180.26 182.01 183.3S 183.13

Closlng balance 1.69 3.55 5.39 7.82 10.89
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Vm. RECOMMENDATIONS

The cooperatives can play a very important role in emulating the socio-economic conditions of the 
farmers by the following two factors:-

a) by decreasing cost of production of the farm produce by supplying better inputs and farm 
guidance activities.

b) by increasing the price of the final produce by value addition through processing and improved 
marketing practices.

8.01 The rural cooperatives in India have greater scope for vertical, horizontal, backward and forward 
integration through which they can improve socio-economic conditions of the rural India and 
transform the life of member farmers.

8.02 Cotton is a very important cash crop for the farmers in Madhya Pradesh. The basic problem of 
cotton growers has been the lack of Improved quality of seed cotton. The verietal improvement will 
not onty provide better prices to the farmers but will also increase foreign exchange earnings of 
the country. Therefore, it is recommended that the Agricultural Research University of Madhj^ 
Pradesh may take up intensive research in varietial improvement of cotton.

8.03 The State & Central Govts, will add a yeoman service by providing a suitable role to the 
cooperatives for procurement and marketing of cotton growing areas of the State. It is, therefore, 
recommended that all extension services rendered by the Govt, may be coordinated by the 
cooperatives working in the area.

8.04 The membership of the cooperatives should be made universal and all farmers growing cotton 
should be brought under the umberala of the cooperatives so that they may get better farm 
guidance, farm Inputs and services as well as may secure better prices for their cotton by joining 
the pooling system.

8.05 The price secured by the farmers depends on proper post harvest care, grading and classification 
of the stocks variety-wise. It is, therefore, recommended that farmers in their fields should be given 
proper training so that they bring stocks to the factory containing moisture not more than 8%. 
They should also be trained for properly of grading stocks so that the stocks brought by the farmers 
to the factory gate should get better price. The farmers may be advised to dry their cotton, if 
necessary by placing it on the floor to bring down the moisture content to the optimum. In order 
to ensure proper grading, the factory may appoint cotton selectors with suitable qualifications and 
experience.
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8.06 The Society should develop close coordination with the national level oiganlsatlons like National 
Agricultural Cooperative Marketing Federation of India Ltd (NAFED) in order to tap additional sale 
outlets of lint cotton within the country and to boost export of cotton to foreign destinations. 
Similarfy, the Society may take the help of NAFED in getting better prices for cottonseed.

8.07 The project discussed in the report is recommended for commissioning on the basis of the 
following financial highlights;
a)

New:
Existing:

Rs. 7.60 million 
Rs. 4.41 million

Total: Rs. 12.01 mUUon

b) 3aahWty resiUte

NPV
BCR
IRR
Pay back

Rs. 10.12 million 
1.84 

31.4%
4 years

c) Seosittvitv Analysis Results

Recoveiy of cotton lint falls from 33% to 32.5%, cotton seed recovery stays the same at 65%,
NPV
BCR
IRR
Pay back

Rs. 2.45 million 
1.20 

21.4%
6 years
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BREAK EVEN POINT CHART

ANNEXURE-4

RECEIPTS

Sales

Mlsc.Receipts

115.28

0.40

(Rs. in millions)

Less Variable Expenses

Contribution

Fixed Expenses

BEP at (% age) of capacity

BEP at (80% capacity)

Which is equivalent to

The BEP at 100% capacity utilization 
covered

Fixed Expenses 
Contribution

1-52 X 100 = 54.68
2.78

10,869 bales

X 0.5468
0.80

115.68

112.90

2.78

1.52

13587bales.
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ANNEXURE- 11

EFFICIENT COTTON DISTRICTS 
OF INDIA

Most Efftoicnt Cotton D istricts 
next nost E fficient CottoQ D istricts

48
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ANNEXURE-13

POSITION OF MEMBERSHIP AND OWNED FOUNDS OF 
SANAWAD COOPERATIVE SOCIETY

Classification Membership No.
1987-88 1988-89 1989-90 1987-88

Funds In Rs. 
1988-89 1988-89

a) Individuals of 
which

1) Agriculturists 935 941 952 89990 90740 184880

li) Non Agriculturists - - - - -

b) Primary Agricultural 
Co-op. Societies 
Including Lamps/PSS 18 18 18 208225 208225 208225

c) Other Societies - - - - -

d) State Govt. 1 1 1 709675 1094675 927875

e) Nominal Member 29 30 30 801 826 826

f) Other if any - - - - -

983 990 1001 1008691 1394466 1321806



STATEMENT OF VILLAGE LEVEL COOP. SERVICE SOCIETIES 
THE SANAWAD COOPERATIVE MARKETING SOCIETY LTD., SANAWAD

ANNEXURE-14

Name of the society No. of Members

1. Cooperative Service Society, Badud 1031

2. -do- Bangrdo 793

3. -do- Basaw 1064

4. -do- Dhakalgaon 1005

5. -do- Aujurg 974

6. -do- Khamlay 887

7. -do- Bhomaha 494

8. -do- Rajpura 563

9. -do- Bhanbard 1200

10. -do- Mardana 900

11. -do- Kanapur 1200

12. -do- Baldiya 2260

13. -do- Raverkheri 1022

14. -do- Bhopal-Nipani 809

15. -do- Bhulgaon 1027

16. -do- Hirapttr 700

TOTAL MEMBER; 15929



STATEMENT OF GINNING & PRESSING OF THE SANAWAD COOP. MARKETING 
SOCIETY LIMITED, SANAWAD FOR THE LAST FIVE YEARS.

ANNEXURE-15

Year Working Capacity of Ginned 
days ginning in Seed cotton 

Qntls

percentage Pressing Bales
capacity pressed

% of
pressing

utilisation

1 2 3 4 5 6 7 8

1985-86 120 60000 44138 74% 18000 bales 12701 70.56%

1986-87 120 60000 63806 106% 18000 “ 19805 110.02%

1987-88 120 60000 66958 111% 18000 “ 23152 128.62%

1988-89 120 77000 55719 72% 25000 “ 16210 64.84%

1989-90 120 77000 74330 96% 25000 “ 26948 107.92%



ANNEXURE-16

IMPORTANT VARITIES OF COTTON GROWN IN INDIA

SI.
No.

Variety Baste Staple 
length(2.5%) 
span length

Micronnaire
value

1. Bengal Deshi - 6.8 - 7.2
2. Wagad 20 mm 5.5 - 6.0
3. V-797 22 mm 4.2 - 4.8
4. Jayadhar 22 - 23 mm 5.0 - 5.6
5. Laxml 23 mm 3.6 - 4.0
6. J-34/Blkaner Narma 23 mm 3.6 - 4.4
7. G Cot 12 23.5 mm 4.2 - 5.0
8. AK/Y-1 24 mm 4.8 - 5.2
9. F-414/H-777/Agettl 24 - 25 mm 3.8 - 4.2

10. Digvljay ‘A’ GuJ. 25 mm 4.0 - 4.5
11. A-51/9(Narmada) 24.5-25 mm 3.8 - 4.2
12. L-147/AHH-468 25 - 26 mm 3.8 - 4.2
13. 1007 27 mm 3.7 - 4.0
14. LRA - 5166 27 mm 4.0 - 4.5
15. Varalaxml (Mah.) 23-34.5 mm 3.0 - 3.5
16. JKHY- 1 30 mm 3.8 - 4.2
17. H-4 30 mm 3.6 - 4.2
18. Sankar - 6 (Sau.) 28-29 mm 3.7 - 4.2
19. Sankar - 6 (Guj.) 30 mm 3.7 - 4.2
20. MCU 5 (South) 33 mm 3.0 - 3.5
21. DHC-32 (M.P.) 33-34,5 mm 3.0 - 3.3
22. DHC-32 (Mah.) 34.5 mm 3.0 - 3.2
23. DHC-32 (South) 39 mm 3.0 - 3.5
24. Suvln 40 mm 3.2 - 3.6
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COTTON PRODUCT AND BY-PRODUCT STSTEM 

Cotton Plant (100%)

Cotton lint (2-5%)

Cotton

- Cloth

- Other 
uses

Cotton seed

I
Undems Seed 
or Fuss

- Nltro 
cellulose

- Celluloid

- Pulp

- Hard board

- Acetate Fibre 

Film

- Nitrolites

- Artificial 
wool

- Insulating 
tapes

Leaves (25%)

Seed coat or Hulls
(40% of seed)

Roughage in 
cattle feed

Furfural

Silicon

Fuel alcohol

Ethyl alcohol

Carborate
acid

Glucose

Lignite

Lac

Nylon

Cotton Plant 
Stalk (70-75%)

Citric Acid -Fuel
(4-5% of leave
weight) - Filter paper

Paper - Cardboards.
pratical boards.

Alcohol paper pulp

Acetic Acid - Packing
material

Synthetic gum
- Acid paper

Oxalic Acid
- Alcohol

r
Oil (8-23%) of 
w ei^t of seed
--------- ---------1

Edible Non-edible

- Gfycarlne

- Soap

- Fitin

- Vitamin-E

- Lubrication 
Oil
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PRICES OF SELECTED va rie ty  OF COHON H4 (M.P.) 
DURING THE FOUR SEASONS (SEP-AUG) • rupees per quintal

H -4  (MR)

H-4(MP)
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C H m  1 .  S I M R Y

1, The Preject is to set up a red pepper powder plant of a 

yearly capacity of 900 Betric tonnes in Euaseong County, aiaing 

at increasing farmers' inooMe in the area.

2. Parsers have suffered fro* unstable prices of red pepper 

and wanted the agricultural cooperatives to procure their produce 

at renuoerative and stable prices.

3. The red pepper powder industry in Korea has been 

underdeveloped and consuiers have been eager for reliable and 

quality products of red pepper powder.

4. The Plant will be established and run as an affliated 

coBpany by NACF and FACs in the area. It will procure raw red 

pepper froa famer aembers and produce quality products of red 

pepper powder guaranteed by Forean Industrial Standard.



5. Total capital investaent for iapleoenting the Project will 

amount to 2,625 Billion Won and be financed by NACF and PACs

jointly. It will take one year to construction the Plant.

6. The operating rate of the Plant will increase to 122 

percent in fourth operating year step by step fro» 100 percent in 

the first operating year.

7. The Project is supposed to have financial viability during 

the Project period, 9 years inclusive of construction period. Net 

Present Value, at a discount rate of 13 percent, is estimated to 

be 3333 ail lion Won, and benifit-cost ratio to be 1.8. Internal

rate of returns is enumerated to be about 18 percent, which is

■uch higher than capital cost of investment, 13 percent.



CHAPTER I . B A Q 'G M D

2.1. OVERIU. SITUATION

Red pepper is a kind of spices, indispensable in Korean food. 

The annual production of red pepper aaounts to about 150 thousand 

aetric tonnes on an average. The relative share of r«d pepper in 

total agricultural production is «ore than 5 percent in teras of 

value.

Per capita consuEption of red pepper is estinated to be 2 

kilo graa per year. About 80 percent of red pepper is consuBed in 

the fona of red pepper povfdsr. But red pepper powder industry has 

still not been developed in Korea. Only 20 percent of its 

consuEption voluee is narketed in the fora of powder by snail 

traders and a few of private processing coapanies.

Furtheraor^ aost consumers believe that the products 

available in the earket are not reliable to be genuine. They are 

willing to buy quality products of red pepper powder even at 

rather higher prices. And they usually purchase red pepper itself 

and process it into powder at the traditional small-scale ail Is.



Therefore an entry to red pepper powder industry with inproved 

and reliable technology will be very perspective.

Though red pepper is one of the main souces of faroers’ 

iocoBe, fanaers sosetiaes suffer from its price fluctuation that
N

is caused by the variation of yield and the seasonality of 

production. To overco*e this probleo. Agricultural Cooperatives 

are asked to set up the processing plants of red pepper powder 

and procure farners' produce at renunerative and stable prices.

2.2. AREA OF PROJECT

The area of the Project is Euaseong County in Chungbuk 

Province, which is faeous for «ain producing area and it is 

located near Seoul City, the largest consunig area.

There are County Office of NACF and 9 Priaary Agricultural 

Cooperative Societies in the Project area.



Farners have difficulties in securing stable price of red 

pepper because the sharp fluctuation of its price occurs 

frequently year by year.

, Most farmers sell alnost all of their produce to private 

traders in harvest season at the price offered by traders because 

they have not sufficient storage facilities of their own. Usually 

faraers are not satisfied with the prices received froa traders.

2.5. NEEDS AND JUSTIFICATION OF THE PROJECT

Faraers want to sell their produce to the PACs at stable and 

better prices. Agricultural Cooperatives can contribute to 

increase fansers' incoee, when they set up a plant of red pepper 

powder and procure raw red pepper from their famer Reobers at a 

better and stable prices.

Further»ore the procure*ent will aake the marketing volu»e of 

red pepper to traders reduce and hence secure the earket prices 

rather stable. Also it is expected that value addition cone froa 

processing red pepper will be returned to the faraer nembers.

2.3. PROBLEMS FACED BY FARMERS



CHAPTffi I . RED PEPPffi POit’DHl PU N T  IN E K EO N G  COUNTY

3.1. OBJECTIVES

The Bain objective of the Project is to increase famers’ 

income in the Project area. It can be achieved through

1) stabilizing the narket prices of red pepper in harvest 

season by procuring famers’ produce

2) guaranteeing better procureaent prices to the faraers

3) returning value addition froi vertical integration to the 

faraers.

Also it aias at securing aarket share of Agricultural 

Cooperatives in the industry of red pepper powder, which will 

help other agricultural cooperatives with entry in the industry.

3.2. AREA OF OPERATION

The Project will be located in Euaseong County near Seoul 

City, the aain consuaing area. There is express way near the 

area. Thus it is a good location to save transportation cost.

Also the area is one of the aain producing area of red pepper 

and hence it is available to collect raw aaterial easily. The



area is veil arranged with electricity facilities and water 

supply.

3,3. PROJECT COMPONENT

1. lEpleBentation of the Project

The Project will be iaplesented by NACF in collaboration with 

Prinary Agricultural Cooperatives in the area. It is desirable to 

establish an affiliated company which is owned jointly by NACF 

and PACs in the area.

2. Construction of the Plant

It needs one year and 2.6 billion Won to set up a plant of a 

capacity of 3 eetric tonnes of red pepper powder per day. 

Manufacturing facilities including nachinery can be available in 

the country.

3. ProcureBent of raw material

Raw red pepper will be procured through PACs in the area. Red 

pepper is produced at one crop seasonally in a year and «ost



farners have no storage facilities of their own.' So the Plant 

should procure most of the raw aaterial requirement during a 

short period and it requires a large a*ount of vrorking capital.

Procurenent prices will be the average level of previous five 

years. It will guarantee the fansers to get renuaerative prices, 

because sari<et prices in the harvest season is usually lower than 

average prices throughout a year.

4. Processing of red pepper powder

The Plant is going to process raw red pepper of 5 netric 

tonnes per day of 8 working hours. The Plant will be operated 

overtime during busy season. A new and iaproved Banufacturing 

technology will be adopted and thus the final products in the 

Plant will be the best quality products guaranteed by Korean 

Industrial Standard.

5. Marketing of final products

Supermarkets and chainstores of NACF and PACs will be outlets 

of final products. Private marketing channels will be also 

utilized for marketing red pepper powder made from the Plant,



AdvertiseBent is important to extend sarket share in red pepper 

powder industry.

Selling prices of final products will be detersined on the 

basis of procureisent price of raw aaterial and aarket situation. 

It is expected that consuoers will prefer quality products even 

at high prices.
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CHAPTER F. DETAILS OF THE PROJEa

4.1. CAPACITY OF THE PUNT

The capacity of the Plant will be 5 tons of processing raw

red pepper per day of 8 working hours. The recovery rate is
N

supposed to be 60-65 percent. Therefore the Plant will produce 

about 3 tons of red pepper powder. That »eans the Plant can 

produce around 900 tons of final product per year of 300 working 

days.

4.2. QUALITY STANDARD OF THE PRODUCT

The quality standard of red pepper powder product, produced

fron the Project, will be based on the Korean Industrial Standard

stipulated by Korean Govemaent. None of existing 10 private 

companies producing red pepper powder, have been licensed the 

quality standard of KIS, because the nanufacturing process of 

then is not aodemized.

The Korean Food Developnent Institution, established by the 

Government, has been executing the study of the developaent of 

processing technology and design of aanufacturin procrss for red 

pepper powder, sponsored by NACF since 1989. Thus the advanced 

technology can be exclusively adopted in the Project with help of 

NACF. Being more sanitary, the new products of the Plant will be 

expected to easily access to consuaers. And two types of final 

products, 500 graa and 5 kilograa, will be produced in the Plant 

at the saae proportion.

11



4.3. MANUFACTURING PRjOCESS

The i»proved ■anufacturing process of red pepper powder 

consists of raw «aterial loading, seperation, iapurities 

cleaning, calyx cutting, drying cools, moisture control, 

sterilizing and packing. These process will be desigined to be 

conducted through factory autooation.

CoBpared with the conventional one, the isproved process of 

manufacturing red pepper powder has several »erits such as saving 

of labor requiresent, iHprovenent of operation efficiency and 

quality standard etc. The nanufacturing processes of the 

conventional and isproved one are shown in details in Appendix,

4.4. PROCUREMENT OF RAW RED PEPPER

Raw material is available in the Project area. Requirenent of 

raw red pepper at operation rate of 100 percent is 1500 metric 

tonnes, while production of red pepper asounts to 3300 metric 

tonnes in the Project area.

A problen is expected to arise froo allotnent of procureeent 

quantity aaong fanaers. The reason is that famers will compete 

with each other in selling their produce to the Plant at better 

prices offered by the Plant.

Board of Directors will give guidelines for settling this 

problen and the PACs will allot the procureeent quantity to the 

farming groups at village level on reasonable basis, such as

12



c m ™  V. ORGANIZATION AND MANAGEMENT

5.1. MANAGEMENT POLICY

NACF will iupleBent the Project in collabolation \vith Pri*ary 

Agricultural Cooperatives in Eueseong County, The plant will be 

set up and run as an affliated coapany invested and owned jointly 

by NACF and FACs.

Therefore uanageaient policies will be Bade by Board of 

Directors which vdll be composed of representatives froa NACF 

and PACs. The Processing Departaent of NACF Headquarter will 

assist the preparation and construction of the Plant,

5.2. CLASSIFICATION OF MANAGEMENT

The uanageaent of the plant can be classified as follows.

1) Adsinistration and General affairs

2) Accounting and Financing

3) Procureaent of raw aaterial

4) Production and Marketing of final products

5) Maintenance of machinery and equipoent

5.3. GENERAL MANAGER

The general nanager will be nominated by Board of Directors 

and vested with all nanagenent as per the basic policies given by 

Board of Directors.

15



5.4. ORGANIZATIONAL CHART
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prcxiuction capacity. The production situation of red pepper in 

different society area is given in Appendix 2.

4.5. MARKETING OF THE FINAL PRODUCTS

The final products will be narketed national«ide through 

various channels. 10 supemarkets of NACF and in the large city 

area and 1,934 chianstores of PACs in all over rural and urban 

area will be utilized as the outlets. And they will be sold at 

private supenaarkets and chainstores all over the country.

It is to be emphasized that the superiority of the product 

quality, guaranteed by the KIS, should be advertised through 

varios aass media such as newspapers, TV etc.

Agricultural Cooperatives has already retained their nase 

value of reliablity to the public consuaers in Korea. Consutsers 

will prefer quality product of red pepper powder evev at rather 

high prices. Therefore it is expected that there is no problem in 

marketing of red pepper powder made in the Plant.

4.6. SCHEDULE OF CONSTRUCTION OF THE PLANT

It will take about 1 year to set up the red pepper powder 

plant. NACF will organize task forces for preparing and executing 

the construction of the Plant. Their tasks are as follows.

1) Purchase of land

2) Working-out the detailed plan

13



3) Recruiting of the staffs and vrakers

4) Ordering and erecting of «achinery and equipment

5) Civil work for construction

6) Test run

4.7. PRODUCTION PLAN FOR 8 YE.\RS

Production plan, based on the capacity of the Plant and 

narket situation, is supposed to be as follows.

Year

ProcureBent 1500 1600 1700 1800 1800 1800 1800 1800

Production 975 1040 1105 1170 1170 1170 1170 1170

< M/T )

Operating Rate 100 107 113 120 120 120 120 120

( * )

Recovery Rate 65 65 65 65 65 65 65 65

( *  )

14.



5.5. TASKS OF DIVISIONS

1, PRODUCTION DIVISION

The Chief of pi~oduction division will be in charge of 

production of red pepper powder. He will look after process of 

work, production schedule, utilization of capacity, quallity 

control, aaintenance of Eechinery, procurement of raw naterial 

and marketing of final products with help of 4 staffs and 9 

workers.

2. ADMINISTRATION DIVISION

The Chief of administration will be in charge of accounting, 

financing, administration and other general affairs.

5.6. ORGANIZATION OF FARMERS’ GROUPS

The horizontal integration of farmers' groups will be needed 

in order to not only oake quality control of raw material, but 

also allotfiient of procuresent quantity.

The quality of red pepper is essential for enhancing the 

quality og red pepper powder. Also the fair allotnent of 

procureaent is required for the better participation of fanners 

to their primary societies.

Fortunately there have been organized 254 fanaing groups at

17



village level in the Project area. The guidance staffs of County 

Office of NACF and PACs will give assistance to aake the 

horizontal integration effective for the Project iMpleaentation.

f
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CIPTER 1. FIMCIM, ANALYSIS

6.1. BASIC ASSUMPTIONS

1) Project period is 9 years,including 1 year of construction.s

2) Depreciation is conducted by straight line Bethod. Salvage 

value is assuaed to be 10 percent of cost. Service life of 

various fixed assets are 40 years for buildings, 8 years for 

Machineries, 20 years for structions, 5 years for vechcles and 4 

years for other fixed assets respectively.

3) Recovery rate is assuaed to be 65 percent throughout 

Project period.

4) Procurement prices of raw «eterial are supposed to be 3077 

Won per kilograa, which is the average faragate prices during the 

period from 1986 to 1990.

Year 1986 1987 1988 1989 1990 Average

Price 3263 3932 3298 1672 3218 3077

(Won/kg)

19



5) Selling prices of final products, red pepper powder, will 

be at a prices of 6500 Won per kilogra*, which is as high as 

those of private cojspany products at the wholesale aarket.prices.

6) Corporation tax will be imposed at a rate of 10.75 percent 

of gross profit of the Plant.

6.2. CAPITAL INVESTMENT OF THE PROJECT

The capital investnent of the Project is estimated to be 

2,625 million Won, on the basis of 1990 current prices.

Itea Land Building Machinery Others Total

Cost 1,064 780 630 150 2,625

The anount of investaent cost required for the Project will be 

financed by NACF and PACs, and ter* loan fron Govemaent. The 

capital cost of the total investsent, which will be used as the 

discount rate in the financial analysys, is assuned to be 13 

percent per annun, which covers the weighted average cost of the 

three sources of capital investeent.

20



Sources of Funds Aaount in thou. Won Interest Rate

NACF 1,200,000 12.5 percent

PACs 1,075,000 14.0 percent

Gov’t Tern Loan 350,000 8.0 percent

Total 2,625,000 12.5 percent

6.3. U-OKRING CAPITAL

Total aiBOunt of working capital requireaent will amount to 

2,818,987 thousand Won for the first year at an operating rate of 

100 percent. It will increase annually as the operating rate goes 

up as follows. The details of annual working capital requirenent 

is shown in Appendix 10 .

The working capital will be financed by NACF at an interest 

rate of 12.5 percent per annua and by PACs at 14.0 percent in the 

sa»e proportion respectively. Working capital requireaent and its 

interest payaent are estiaated in the Project period as follows.

21



( in Billion Won )

Year 1 2 3 4 5 6 7 8

Working capital 2819 3002 

Interest on W.C. 338 360

3185 3368 3368 3368 

383 404 404 404

3368 3368 

404 404

6.4. PRODUCTION COST

Production cost, the sub of fixed cost and variable cost, is 

calculated annually as belows. The details of those are shovm in 

Appendix 7 , 8 and 9 .

( in Billion Won )

Year 1 2 3 4 onward

Fixed cost 444 

Variable cost 5,269 

Total cost 5,713

444 444 

5,620 5,970 

6,064 6,414

444

6,321

6,765

22



The annual cash flow fro« the Project is estinated as 

follows. The details is given in Appendix 11 and 12 .

( in ail lion Won )

6.5. CASH FLOW

Year 0 1 2 3 4

Cash inflow 0 6388 6760 7183 7605

Cash outflow 2625 5570 5921 6271 6622

Net cash inflow -2625 768 839 912 983

Present Value -  2625 620 598 575 548

Year 5 6 7 8

Cash inflow 7605 7605 7605 8240

Cash outflow 6622 6622 6622 6622

Net cash inflow 983 983 983 1618

Present Value 485 429 380 575

# NPV = 1,585 nillion Won

♦ BCR = 1.6

* Discounted Payback Period = 4 Years

23



6.6, IRR ( Interna] rate of returns )

IRR in the Project is calculated to be approxiaately 18 

percent, which is isuch higher than the capital cost of initial 

investaent, that is 13 percent.
V

NPV at 13 % of discount rate : 1,585

NPV at 30 % of discount rate : 189

IRR = 13,0 + 17,0 # ( 1585 + 189 ) / 1585

= 28.2 S

6.7. BREAK EVEN AKALYSYS

B.E.Q. = _______Total fixed cost

Unit price - Average variale cost

= 405 M/T

24



6.8. SENSITIVITY ANALYSYS

Assucptions NPV

Changes in raw aaterial price

10 X increase - 811

5 X increase 447

Changes in final products price

10 X decrease -1450

5 X decrease 47

Changes in recovery rate

5 X decrease - 747

1 X decrease 1134

6.9. FINANCIAL VIABILITY

On the basis of the above financial analysis , the Project 

is to be said to be financially viable.

25



CHAPTER 1. BUDGET

The budget for first five operating years is estimated as 

belows.

( in aiilion Won )

Ite«

Operating Year

1 2 3 4 5

1. Revenue 6338 6760 7183 7605 7605

2. Expense 5570 5921 6271 6622 6622

3. Gross Incooe 768 839 912 983 983

4. Interest on 

Tera Loan

280 280 240 200 160

5. Tax 67 75 83 90 90

6. Net Incoae 421 484 589 693 733
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CHAPTER 1, BENIFITS OF H  PROJECT ADD RECOHHENDATIONS

8.1. BEMIFITS OF THE PROJECT

Member faraers can get Bore inco»e through selling red pepper 

to the Plant at higher prices than those offerd by private 

traders.

The indirect benifits are that the market prices of red 

pepper will go up , because the procurement of red pepper of the 

plant will reduce marketing volume of red pepper in the area , 

especially in the harvest season.

The value addition fro# the vertical integration will be 

returned to the farmer members.

27



The financial viabilitiy is sensitive to the change in prices 

of red pepper. Therefore the selling prices of red pepper powder 

are to be deterained in the relation to the prices of raw red 

pepper.

Quality control of raw aaterial is to be checked carefully , 

because it is closely related to the recovery rate , vhich gives 

serious inpact on financial viability. Horizontal integration 

betvieen the faraing groups in the village level will contribute 

to the isproveaent of quality of raw red pepper.

The red pepper powder industry is underdeveloped and thus the 

quality product of the Plant will contribute to increase earket 

share of agricultural cooperatives in the industry. And it can be 

suggested that agricultural cooperatives in other region will 

enter in the red pepper powder industry.

8.2. RECOMMENDATIONS

28



Appendix 1. Production o f Red PeRjer in Korea

Year

s

Cultivated
Area

( hectare )

Yield 

( kg / ha )

Prcxlucticwi 

( M / T )

1980 132,703 940 125,056

1981 151,037 910 137,575

1982 113,368 1,150 130,465

1983 122,188 1,590 194,184

1984 99,796 1,170 116,910

1985 117,877 1,400 165,277

1986 128,963 1,530 197,804

1987 88,975 1,550 137,924

1988 97,406 2,150 208,973

1989 71,672 2,070 148,683

Source : MAFF, Yearbodc of Agriculture, Forestry and Fishery
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Appendix 2, General Situation of Project Area, Euaseong County, 1989

Township
Red Pepper 
Harvest 
Area 
( ha )

Red Pepper 
Production

( M/7 )

Nuaber of 
Fanshousehold

( }̂o.)

Nuuber of 
Red Pepper 
Famers 

( No. )

Eumseoig

Kunwang

Sol

Wonnaa

Mai^doi®

Baeso

Saeseoi^

Sai^uk

Kaî c4{

232

319

106

186

156

236

294

110

58

453

624

208

364

305

461

574

215

114

1,998

2,115

1,335

1,443

879

1,537

1,651

1,229

1,578

1,702

1,961

1,122

1,366

849

1,431

1,584

1,083

1,047

Total 1,697 3,318 13,765 12,145

ScRirce 5 EuBseoi^ Ccainty Office of NACF
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Appendix 3. Manufacturing Process o f Conventional
Red Pepper Powder Plant
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Appendix 4. Manufacturing Process of Isproved
Red Pepper Pcwder Plant
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Appendix 5. Machine Layout o f laproved
Red Pepper Powder Plant
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Appendix 6. Depreciation

( in thcHisand Won, year )

Itea Investsent
Cost

Service
Life

Salvage
Value

Annual 
Itepreciation

Buildings

Machineries

Construction

Vehicles

Others

780,00)

630,000

30.000

25.000 

95,020

40

8

20

5

4

78.000

63.000 

3,000 

2,500 

9,502

17,550

70,875

1,350

4,500

21,380

Total 1,560,020 156,002 115,655
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Appendix 7. Fixed Cost

( in thousand Won )

Ite» Aaount Re«arks

Salary 137,972 General Manager 23,855 
Deputy Manager 19,845 
Manager <3) 29,634
Researcher 9,057 
Clergy 8,082 
Marketing 8,082 
Mechanics (3) 32,376 
Accountant 7,041

Depreciation 115,655

Interest on 28,000 350,000 * 12 %
Ter» I-nan

Basic Charge of 17,100 500 Ew * 2,850 # 12 Bonths
Electiricity

Telephone Charge 4,800 2 # 200 « 12 »onths

Mailir® Charges 1,800 150 # 12 Bonths

Maintenance 3,600 300 * 12 Bonths

Repairs 15,600 1 X of capital investment

Insurance 5,928 0.38 % of capital investaent

Advertiseeent 100,000

Others 13,800

Total 444,255
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Appendix 8. Variable Cost at operating rate o f 100 X

( in thousaiid Won )

Itea A120?Ult Reearks

' Raw Material 4,615,500 1,500 M/T *  2,077 Vtm/kg

Electricity 51,000 500 {oA *  8 hrs »  300 days 
42.5 W k w h

Fuels 100,800 0.3 kl «  8 hrs * 300 days 
# 140 thou.Won/kl

Wages 40,893 B a le  v jo r k e r  5,877 
feEaie w o rk e rs  (8) 35,016

Paclcing 122,724 < 500 gra« fsckage >  
p.e.filB : 70 Won*2000^487M/T 
box : 300 Ubn* 50 #  487 M/T 
sticker : 10 Vor\̂ -20y>H&7 M/T 
sub-total : 85,225

< 5 kilograH package >

P . e . f i l B  : 300 Won«^*487M/T 
box :  300 Vfon ii=50 *  487 M/T 
sticker : 10 \*>n =̂ 200*487 M/T 
sub-total : 37,499

Interest on 
Woricing Capital

338,278 woricing capital reauireeent 
:  2,818,987 thou.ton 

weighted average rate of 
interest : 12 %  per annun 
_ NACF : 10 X 
_ PACs :  14 X

Total 5,269,195
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Appendix 9. Variable Cost for Project Period

( in ■ illion  Won )

Item

Variable Cost by Year

1 year 2 year 3 year 4 year 
onwards

Raw Material

Electricity

Fuels

Viages

Packing

Interest cm
Vforkir^
Capital

Total

4,615

51

101

41

123

338

5,269

4,923

54

108

44

131

360

5,620

5,231

58

114

4$

139

382

5,970

5,539

61

121

49

147

404

6,321
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Appendix 10, Working Capital Requireasnt
at operatirg rate o f 100 %

( in thousaiDd Won )

I tea AEOunt Reitarks

Raw Red ifepper 
Inventory

1,923,125 Dcjration : 5 nonths 
raw red pepper : 1,500 * 

3,077 # 5/12

Finished Grod 
Inventory

447,931 Duration : 1 nonth
fixed cost 444,255 ❖ 1/12
variable cost ' 4,930,917 * 1/12

Accoiaits
Receivable

4i7,931 the sflFss as finished good 
inventory

Total 2,818,987

^ febrking Capital RequireEsnt fros 2xtd year onwards

2 year : 3,001,9£3

3 year : 3,184,980

4 year : 3,367,976
onwards
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Appendix 11. Cash Flow ( continued )

( in ■ illion Vton )

Year 0 1 2 3 4

Cash Inflow 0 6,338 6,760 7,183 7,605

1. Sale Revenue 0 6,338 6,760 7,183 7,605

2, Salvage Value 0 0 0 0 0

Cash Outflow 2,625 5,570 5,921 6,271 6,622

1. Capital
Investaent 2,625 0 0 0 0

2. Fixed Cost 301 301 301 301 301

3. Variable Cast 0 5,269 5,620 5,970 6,321

Net Cash Inflow -2,625 768 839 912 983

Corporation Tax 0 67 75 83 90

NCI after tax -2,625 701 764 829 893

(Discount Factor) 1.0000 0.8850 0.7831 0.6931 0.6133

Present Value of 
NCI after tax

-2,625 620 598 575 548

Note 1) Fixed cost does not include depreciation and interest on 
tern loan.

2) Corporation tax is iaposed on gross profit at a rate of
10.75 percent. In this case, fixed cost include depreciation 
and interest on tern loan.

3) Discount factor here is based on a discount rate of 13 X,
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Appendix 12. Cash FI cm

( in Billion Won )

Year 5 6 7 8

Cash Inflow 7,605 7,605 7,S05 8,240

1. Sale Revenue 7,605 7,605 7,605 7,605

2. Salvage Value 0 0 0 635

Cash Outflow 6,622 6,622 6,622 6,622

1. Capital
Investaent 0 0 0 0

2. Fixed Cost 301 301 301 301

3. Variable Cost 6,321 6,321 6,321 6,321

Net Cash Inflow 983 9P.3 983 1,618

Corporation Tax 90 90 90 90

NCI after tax 893 893 893 1,528

(Discount Factor) 0.5428 0.4a03 0.4251 0.3762

Present Value of 
N=CI after tax

485 429 380 575

Note 1) Fixed cost does not include depreciation and interest on 
ter® loan.

2) Corporation tax is iiposed an gross profit at a rate of
10.75 percent. In this case, fixed cost include depreciation 
and interest on ten* loan.

3) Discount factor lisre is based on a disccaxnt rate of 13 t .
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The fifth ICA/Japan training course for strenghtening man;;gement of agricultural coo

peratives in Asia (October 22,1990—May 10,1991) was a very good opportunity to understand 

the concept of the integrated cooperatives and the management for me.
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to participate in this course.

ACKNOWLEDGEMENTS

Feb. 1991

KYU HYUN, LEE

- 3 -



CHAPTER 1. Summary

1-1. Due to recent increase in average per capita income, the demand for meat and 

livestock products has increased substantially.

This increasing demand has been met both through more production and imports 

that cover domestic shortfalls. The expanding market demand for livestock products 

has made livestock production relatively more profitable than food crops cultiva

tion.

1-2, The type of korean livestock industry is being changed into specialized business

from traditional farming.

1-3. To increase the income of livestock farmers, this project deals with the meat proces

sing mill.

1-4. Hong Sung Gun will be selected as site.

This district belongs to Choong Nam province, located in west district of Korea, 

and well connected with expressway and train.

1-5. Main raw material is hogs.

1-6. Production Capacity

Classification Carcass
Processing

Remark
First Second Total

Quantity(Head) 600 700 700 1,400 *  Slaught ability 

2000Head/day

Fresh meat product 

ratio( % )

65 38 38 *“ *  Hog : 90kg

Raw meat conversion 

quantity(M/T)

31.10 23.94 23.94 47.88

_ 4 _



1-7. Finish goods product

U n it : M /T(8 hours/day)

Item Quantity required 

of raw meat

finish goods 

production

Ratio

(% )
Remarks

First Partial meat 10.05 10.05 20

processing Prepackage meat 13.89 13.89 28

Sub total 23.94 23.94 48

Ham 10 9 18

Sausage 5.94 8.91 18

Second Bacon 5 4.25 8

processing Can 3 4.20 8

Sub total 23.94 26.36 52

Total 47.88 50.30 100

1-8. The construction of meat processing mill needs 2years period and 21,500 million 

won of capital investment. Out of this, 17,000 million won would be financed by 

foreign loan, 2,000 million won would be financed by government livestock develop

ment fund, 2,500 million won is supplied by the self-capital.

1-9. This project life is assumed lo be 9years, and 2years will be required in construction 

of this meat processing mill.

1-10. In financial analysis, NPV is calculated as 3,570 million won on the basis of 15% 

discount rate. IRR 17.71%, BEP(Fourth year) ! 12,570M/T, B.C.R : 1.17 (at 15%) 

Pay back period I 7years

Increase income to livestock farmers I 308,152 won/M/T
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CHAPTER 2. BACK GROUND

2.1-1 The present situation of domestic meat processing industry

Recently 11 enterprises are leading to domestic meat processing industry. Among 

them, 3 enterprises (Jeil Jedang, Lotte Ham, Jinjoo Ham) account for 80% of total 

domestic meat processing product.

2.1-2 Livestock Products and Meat Processing Products

1) The supply of livestock and meat processing product is increasing every year.

2) So livestock farmers want to raise more livestock to increase their income.

2.1 Overall Situation

Table 1. Livestock Production Consumed Per Capita. (Unit: kg)

Year
Meat

Total Egg Milk
Beef Pork Chicken

1970 1.2 2.6 1.4 5.2 4.29 1.4

1975 2.0 2.8 1.6 6.4 4.56 4.6

1980 2.6 6.3 2.4 11.3 6.54 11.0

1983 2.9 7.4 3.0 13.3 6.80 18.2

1987 3.6 8.9 3.3 15.8 8.59 32.1

1989 3.4 11.1 3.7 18.2 9.00 38.9

2.1-3 Demand prospect of meat processing products

1) Due to recent increase in average per capita income, the demand for meat proces

sing products has increased substantially.

2) With this demand, livestock production has been increased considerably.
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Table 2. Meat Production & Meat Processing Production (U n it : M /T)

Classifi

cation

Pork

Production
Processing

Product
Ratio
( % )

Beef

Production
Processing

Product
Ratio
(% )

Chicken

Production
Processing

Product
Ratio
( % )

’ 78

’ 80

’ 85

’ 86

’ 87

171,612

235,181

34538

321,197

376,654

432,498

3,956

5,779

12,695

13,759

18,669

31,732

2.3 

2.5 

3.7

4.3 

5.0

7.3

74,287

93,250

116,859

150,761

149,217

126,582

982

840

512

927

0.8

0.6

0.3

0.7

82,189

90,456

126,246

129,388

140,690

148,992

30

800

1,743

0.0

0.6

1.3

Source : MAFF

2.1-4 Fostering of livestock products and meat processing by the Government

1) In Korea, the stable supply of livestock products and meat processing products

and the maintenance of the reasonable price of the meat processing products

are very significant not only for the income enhancement of livestock farmers 

but for the national economy.

2) Specially the price of livestock products is unstable for the reason of the change 

in the quantity of production.

To abolish such problem, the government is endeavoring to bring up meat proces

sing industry.

3) The Government has to permit to establish meat processing technical college 

of NLCF to develop of livestock industry.
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2.2-1 Location

Area of project, Hong-Sung Gun Choong-Nam Province, is located in western area of 

Korea.

Choog Nam Province covers the area of 8,317km̂  and its population is 2 million as 

of the end of 1989.

The general conditions of Choong-Nam Province are as follows, (appendix 1.2.3.4.5) 

Area of Jurisdiction

It has 5 cities and 15 gun and there are 15 local livestock cooperatives.

2.2-2 Population

The total household of this area 468 thousand with a population of 2,003 thousand. 

The farm households are 223,393 around 48% and farmers are 887,613 about 44%.

2.2 Area of Project

Table 3 I Population(in 1989) (U n it: thousand)

Classification Fann Non-farm Total

Nation 6,786 35,594 42,380

Province 888 1,115 2,003

Rate(%) 13.1 3.1 4.7

2.2-3 Major Production

The major products of the area are rice, barley, apple, hogs etc.
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Table 4. (U n it: thousand M /T)

Classification Rice Barley Apple Hogs

’ 87 838 12 78 29,923

’ 88 971 11 80 30,846

’ 89 905 7 81 26,981

2.2-4 Marketing System

1) Most of the major products of this area are marketed through cooperative marke

ting channel, and the cooperatives are striving to increase the prices received 

by farmers through marketing information development.

2) Products are marketed mostly to Seoul, Daejun, Kwang-Joo, Pusan and military 

service.

3) Livestock promotion guide officers at the meat processing mill help farmers to 

better understand the relation between meat processing mill and the raising of 

livestock.

4) To provide free medical treatment and technical education on management and 

feeding for the livestock fanner, veterinary team of NLCF travel around remote 

areas where veterinarians are not available.
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Table 5. Marketing channel of hog
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2.3 Problems faced by fanners

2.3-1 Present marketing

1) Traditional farms raise hogs as a side-line business to supplement their cropping 

enterprises, and thus they often market only one or two hogs or several piglets 

per year.

2) Most of the farmers sell their hogs through cooperative marketing channel.

3) Sometimes small quantity of the hogs are marketed through brokers due to the 

shortage of co-op’ s man power.

2.3-2 Reason for low marketing share

1) Hogs are sometimes sold to hog assemblying dealers at the farm gate. Using this 

marketing service, it is not necessary for the sellers to pay transaction fees at 

livestock market.

2) Recently some commercial enterprises have been raising a large number of hogs. 

These type of firms reap benefits from mass transactions entered into directly 

with central assemblers or wholesalers. In such transactions, some marketing pro

cesses and agents are eliminated.

2.4 Needs and Justification for the project

2.4-1 Increase the farmers’ income

1) NLCF will establish the meat processing mill in Hong Sung which capacity is 

50M/T of meat processing per day.

2) It is expected that the income increase of agriculture and the expansion of employ

ment in this area would be effected.
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2.4-2 Accommodation of livestock farmers’ desires

The construction of meat processing mill which use hogs as raw material would 

accommodate farmers’ desire & would protect farmers from possible losses caused 

by trickery of middle merchants’ transaction.

2.4-3 Prospecting of meat processing Industry

1) Due to increase the per capita income, the demand of meat processing products 

increase.

So meat processing industry will be growing due to the change of living environ

ment and food patterns.

2) To stabilize price of hogs. Government have to support meat processing industry. 

And NLCF plans to expand for more services for livestock farmers.

Table 6. Prospecting of demand of meat processing products

Unit: M/T

HAM SAUSAGE BACON CAN Total

1991 6 i , m 72,317 15,819 70,085 225,983

1995 193,636 206,545 45,182 200,090 645,453

2000 389,470 415,435 90,876 402,453 1,298,234

Source  ̂KREl
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CHAPTER 3. PROJECT

3.1 Objectives

The main object of this project lies in the enhancement of member farmers’ income 

and service expansion.

The detailed objectives are as follows.

3.1-1 To increase the income of livestock farmers.

1-2 To protect the hog farmers by processing hogs produced by those who are members 

of livestock co-ops.

1-3 To maintain the stability of hog price.

1-4 To enhance the co-op’ s activities to support farmers.

1-5 To contribute to the national economy by developing of meat processing industry.

1-6 To return of profits to members earned through operation.

3.2 Area of operation

This project will be operated in the area of Hong Sung and raw material will be

provided in this area and from adjacent areas.

Also in this area, the mill is well arranged with convenient uses of all energy facilities

such as electricity and water.

-13-



3.3-1 Mill construction

1) The mill, with the daily capacity 50M/T of packing meat & meat processing 

products,will require two years in construction for the cost of about 21,500 million 

won.

2) Construction site will be determined in the project area taking into consideration 

transportation and the collection of raw materials.

3.3-2 Procurement

1) The raw materials of meat processing products will be procured in this area linked 

with Integrated Hog Production Program of NLCF.

2) Integrated Hog Production Program is conduced to stabilize the domestic hog 

production through planned production and marketing and also to improve the 

quality of pork by producing triple hybrid hogs.

As of the end of 1990, 34 cooperatives are listed and their activities contribute 

a lot to friendly relations between members as well as raising farmers’ income.

3) And some hogs will be provided by the livestock farmer according to the supplying 

contract.

3.3-3 Processing

1) Processing products are devided by six poducts such as partial meat, prepackage 

meat, ham, sausage, bacon, can.

2) Each meat processing products such as ham, bacon, sausage, etc has a different 

progress of work.

And high skilled techniques are needed for processing.

3.3 Project components
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3.3-4 Marketing

1) The products will be sold through the agents, NLCF chain store, supermarkets, 

department store, cooperative’ s chainstore, etc.

2) The partial meat will be exported by the NLCF to foreign country.

3) NLCF will advertise the meat processing products they produced through TV, 

radio, newspapers for the promotion of marketing.

3.3-5 Extention

1) Livestock promotion guide officers at the meat processing mill provide raising 

techniques to the farmers.

2) NLCF will make efforts not only to increase of marketing activities for the farmers’ 

income but to induce more participation of farmers through return of profit and 

other services.

- 15 -



CHAPTER 4. DETAILS OF OPERATION

4.1 Capacity of the mill

The mill will produce 50M/T of processed meat products (first product 24M/T, second 

product 26M/T) per a day (8 working hours).

4.2 Main products

O  First processing I Partial meat, Prepackage meat 

O Second processing : Ham, Sausage, Bacon, Can

4.3-1 Machineries and Equipments

The machineries and equipments are showed as follows.

Item Unit Scale Remarks

Land

Slaughter house

Meat processing mill

Dormitory

Chilled Vehicle/ 

Transport

Pyung

-{•

20,000

2,080

2,030

230

lirf =  0.325pyung

chilled vehicle i 20 

bus I 3 car I 6
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4.3-2 Capital cost of the project

The capital cost of this project is estimated as below.
U n it : million won

Item Cost Life Remarks

Land 4,300 20,000pyung X 215,000won

Building and other civil construction 

work

- slaughterhouse —|

meat processing mill 

-dormitory -

contingencies(lO%)

5,009 40

501

Machineries & Electricity

pmeat processing machinery - 

sausage processing machinery 

bacon processing machinery 

Lean processing machinery

contingencies(lO%)

9,945

995

Chilled Vehicle 400 20X20,000,000

Bus 90 3X30,000,000

Car 60 6X10,000,000

Miscellaneous fixed asset 80 furniture & office equip ■ 

ments

Pre-operative and other expenses

Total

120

21,500
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In the first year the working capital is needed as below.

4.3-3 Working capital requirement (at 50% capacity)

Unit • million won

Item Cost Remarks

Raw materials(hog) 252 700 HEAD X 3 days X 120,OOOwon

Other materials (spices) 46 24M/TX10 daysX191won/kg

Packing materials 138 24M/TX25 daysX230won/kg

Wage 87 1501aborX580,000wonXl month

Salary 97 95 officers X 1 month

Fuel & Power 15

Repair & maintenance 10

Advertisement 8

Administrative expenses 15

Receivables 977 24M/TX4070won/kgX10 days

Total 1,645
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4.4 Sources of funds for capital Investment

1) Borrowing from government  ̂ 2,000million won at an interest rate of 3% per an

num for a term of 15 years inclusive of a grace period of 5 years.

2) 17,000 million won would be available as a long term loan from foreign country 

at an interest rate of 5^ per annum for a term of 25 years inclusive of a grace 

period of 10 years.

3) 2,500 million won is NLCF own capital.

Source of funds
(U n it: million won)

foreign loan government loan 
(Livestock Development Fund)

NLCF’ s own capital Total

17,000 2,000 2,500 21,500

4,5 Production (U nit: M/T)

Classification 1 Year 2 3 4 5 9

Carcass 5,265 7,371 9,477 10,530 12,110 12,110

Partial meat 1,507 2,110 2,713 3,015 3,467 3,467

Pre-packaged meat 2,083 2,916 3,750 4,167 4,792 4,792

Ham 1,350 1,890 2,430 2,700 3,105 3,105

Sausage 1,336 1,871 2,405 2,673 3,074 3,074

Bacon 637 892 1,147 1,275 1,466 1,466

Can 630 882 1,134 1,260 1,499 1,499

Sub total 7,543 10,561 13,579 15,090 17,353 17,353

By-Products 4,620 6,468 8,316 9,240 10,626 10,626

Total 17,428 24,400 31,372 34,860 40,089 40,089

Capacity 15,000 15,000 15,000 15,000 15,000 15,000

Utility Ratio 50% 10% 90% 100% 115% 115%
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4.6 Procurement of Raw materials

1) The raw materials of meat processing products will be procured linked with Integra

ted Hog Production Program of NLCF.

2) The members of co-operatives supply hogs to the mill according to contract.

4.7 Processing procedure (appendix 11)

4.8 Marketing

4.8-1 Price of Products

(Unit : won/kg)

Item Selling Price Weight of products

Partial meat 3,400 20̂ 0

Pre-packaged meat 3,000 28%

Ham 5,500 18%

Sausage 4,000 18̂ 0

Bacon 5,500 8%

Can 5,000 8%

4.8-2 Packing will be made in the form of vacuum packing & can packing of 0.2kg, 0.5kg, 

1kg, 3kg etc, using P.P. film & aluminium with the NLCF’ s brand.
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4.8-3 Marketing channel

4.8-4 Advertisement

To accelerate the sale of products, NLCF will advertise through mass communication 

media such as TV, megazine & newspaper, radio.

And free taste comers will be opened in the sales shops.
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4.9 Progress of work

Period
Item

1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12

1. Purchase of 
Land

*------a

1
11111
11

2. Land develo
pment & Survey

**

1111
1 ,1
11

3. Basic layout

■■ 1 1 1 
1 
I 1 1 1

4. Details of draft

1111f1I

5. Ordering & 
purchasing of 
machinery

I
1
(11
111

6. Construction & 
facilities
— building

— machineries
— electricity 
—water purify

111
I1111111

-

^ --

1111

7. Test working
i11
1111
1

11
1

1111
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CHAPTER 5. ORGANIZATION AND MANAGEMENT

5.1 Management

The meat processing mill will be operated by the NLCF.

So NLCF will regulate all management of the meat processing mill.

5.2 Contents of management

A  seperate organization will be set up for this project operation and the manager 

will be appointed by the chairman of the NLCF.

Summarized management activities are as follows.

— Administration and general management

— Planning & accounting

— Procurement of Raw materials

— Production

— Marketing

— Processing Development

— Engineering

- 2 3 -
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5.4-1 Administration Department

Administration department is in charge of accounting, financing, administration and 

other affair concerned.

This department has timely to purchase raw materials for producing the produ

cts.

5.4-2 Marketing Department

Marketing dept, is in charge of marketing promotion such as advertisement, collecting 

market information in order to increase the market share of the products.

And this dept, controls transportation vehicle to supply the products.

5.4-3 Production & Processing Department

Production & Processing dept, is in charge of production schedule, utilization of 

capacity maintenance and development of new products.

In order to produce a high quality products, this dept, control as follow.

— Machinery maintenance and repair

— Workers control

— Supervision

~ Quality control

5.4 Task of Division

- 2 5 -



6.1 Financial analysis has been set forth under basic assumption as follows.

6.1-1 Project life is 11 years including the construction period of 2 years, and the life 

of building, machinery, cars is 40 years, 9 years, 5 years respectively.

CHAPTER 6. FINANCIAL ANALYSIS

6.1-2 Depreciation cost would be calculated as follows.

(Unit i million won)

Classification Cost Life Depreci
ation cost

Salvage
value

Remark

Building 5,510 40 years 124 4,394 Investment
costX

Machinery & 10,940 9 years 1,094 1,094 (l-10% )-^
Electricity Life year

Equipment 200 5 years 36
Cars 550 5 years 99

Total 17,200 1,353

6.1-3 Selling price & selling ratio are supposed to be as follows.

Item Price (won/kg) selling ratio(%)

partial meat 3,400 20

prepackaged meat 3,000 28

Ham 5,500 18

Sausage 4,000 18

Bacon 5,500 8

Can 5,000 8

6.1-4 Slaughter commission : 3,000 won/HEAD 
Income of by-product! 2,320won/HEAD

- 2 6 -



6.2-1 Fixed cost

6.2 Production cost

(Unit i million won)

classification 1 year 2 3 4 5 6 7 8 9

salary 1,169 1.169 1,169 1,169 1,169 1,169 1,169 1,169 1,169

repair & mainte
nance

50 50 50 50 50 50 50 50 50

advertising 100 100 100 100 100 100 100 100 100

administrative
expenses

180 180 180 180 180 180 180 180 180

Total 1,499 1,499 1,499 1,499 1,499 1,499 1,499 1,499 1,499

interest of 
investment

910 910 910 910 910 910 910 910 910

depreciation 1,353 1,353 1,353 1,353 1,353 1,218 1,218 1,218 1,218

6.2-2 Variable cost
(Unit : million won)

classification 1 year 2 3 4 5 6 7 8 9

raw material 25,200 35,280 45,360 50,400 57,960 57,960 57,960 57,960 57,960
r. ... ..... —
other material 1,375 1,925 2,476 2,751 3,163 3,258 3,356 3,457 3,561

packing material 1,662 2,327 2,992 3,324 3,823 3,938 4,056 4,178 4,303

transportation 75 106 136 151 174 179 184 189 195

wages 1,050 1,103 1,158 1,216 1,277 1,315 1,354 1,395 1,437

interest on working 
capital(lO%)

165 231 297 330 380 391 403 415 427

fuel & power 180 198 218 240 264 272 280 288 297

Total 29,707 41,170 52,637 58,412 67,041 67,313 67,593 67,882 68,180

-2 7 -



6.2-3 Interests of the Investment
(Unit ■. million won)

classification 1 year 2 3 4 5 6 7 8 9

Total Investment 21,500 21,500 21,500 21,500 21,500 21,500 21,500 21,500 21,500

NLCF Own Capital 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500

Government loan 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000

Foreign loan 17,000 17,000 17,000 17,000 17,000 17,000 17,000 17,000 17,000

Government loan 
interest

60 60 60 60 60 60 60 60 60

Foreign loan 
interest

850 850 850 850 850 850 850 850 850

Total Interest 910 910 910 910 910 910 910 910 910

Interest rate

Government loan : 3% PA. for a term of 15 years inclusive of a grace period of 5 

years

Foreign loan : 5% PA. for a term of 25 years inclusive of a grace period of 10

years

- 2 8 -
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6.3-2 Pay Back Period : 7 years

6.3-3 Break Even Capacity

Total fixed cost( +Depreciation+ interest of long term loan)
Total revenue—Total variable cost

1,499+1,353 +  910 3,762
=  83.3%

62,930-58,412 4,518

*  BEQ : 15,090M/TX83.3% =  12,570M/T

6.3-4 Net Present Value

1) NPV : dicount rate 15% : 3,601 million won

2) NPV * dicount rate 17% : 868 million won

3) NPV ' dicount rate 18% : —358 million won

6.3-5 Internal rate of return

NPV(l7% ) =  +  868 million won 

NPV(18 % ) =  — 358 million won

IRR =  17% +
18-17 

-358-(868)
X 868 =  17.71'

6.3-6 Benefit cost ratio

25,070 
BCR= ------

21,500
= 1.17(at 15%)

- 3 0 -



6.3-4 Net Present Value

NET CASH i = 15% i = 11% i — 18̂ 0

FLOW D.C RAI L NPV D.C RATE NPV D.C RATE NPV

0

1

-21,500

251 .8696 218 .8547 214 .8475 213

2 1,374 .7561 1,039 .7305 1,004 .7182 987

3 2,493 .6575 1,639 .6244 1,557 .6086 1,517

4 3,019 .5718 1,726 .5337 1,611 .5158 1,557

5 3,829 .4972 1,904 .4561 1,746 .4371 1,674

6 7,175 .4323 3,102 .3898 2,797 .3704 2,658

7 10,694 .3759 4,020 .3332 3,563 .3139 3,357

8 14,376 .3269 4,700 .2848 4,094 .2660 3,824

9 23,754 .2843 6,753 .2434 5,782 .2255 5,357

TOTAL

NPV

25,101

3,601

22,368

868

21,142

-358

- 3 1 -



6.3-7 Increasing Income to Livestock FarmersCfor 9 years)

1) Total Profit to the Society=Total contribution—Total fixed expenses 

74,968-33,818=41,150 million won

2) Total raw materials for 9 years =133,538M/T

3) Extra income per ton=41,150 million won-r 133,538M/T=308,152 won

6.3-8 Sensitive Analysis

If  the selling price and slaught commission increase 3%, IRR is 23.0% and BCR 

is 1.49 at 15% of D.C rate.

6.3-9 Financial Viability

17.71% of IRR is high rate compare with general bank deposit rate(ll.5%).

So this project will viable financially.

- 3 2 -



CHAPTER 7. BUDGET

U n it: million won

Item
Operating year

1 2 3 4 5

1. Sales revenue 31,457 44,043 56,629 62,930 72,369

2. Production cost 31,206 42,669 54,136 59,911 68,540

3. EBIT 251 1,374 2,493 3,019 3,829

4. Interest 910 910 910 910 910

5. E B T -659 464 1,583 2,109 2,919

6. Tax(5X10%) 46 158 211 292

7. E A  T -659 418 1,425 1,898 2,627

8. Depreciation 1,353 1,353 1,353 1,353 1,353

9. NET PROFIT -2,012 -935 72 545 1,274

- 3 3 -



8-1. This Project will increase the income of livestock farmers and generate added value 

of 41,150 million won for 9 year.

8-2. This Project can accelerate industrialize of rural area.

8-3. The NLCF should provide financial support and technical guidance to the member

farmers.

8-4. The NLCF has to make positive investment in meat processing mill to increase in

come of livestock farmers.

8-5. The Government has to permit to establish meat processing technical college of 

NLCF to develop of livestock industry.

8-6. The Government should have keen interests in the development of meat processing 

industry for the livestock farmers and rural area economy.

8-7. The Government should support the finance to the NLCF & the farmers with low 

interest rate.

8-8. The Government has to exempt from taxation in co-operative business.

CHAPTER 8. RECOMMENDATION

- 3 4 -



APPENDICES

1. Project area

2. Climate of project area

3. Status of land area by type

4. Food crop production

5. Farming population and households

6. Income of farm household

7. Number of livestock and households

8. Number of raising household by breeding size (pig)

9. Number of head by breeding size(pig)

10. Farm price of hog

11. Processing procedure

12. Salaries

-.95-



•  Area

1. Project area

Naition Choong Nam Rate

99,236.58km' 8,316.7km' 8.38%

•  Location

- 3 7 -



2. Climate of project area

Temperature by Month
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3. Status of land area by type

Stream 281.9(25.8)
Drain 178.6(16.3)

Building Sites 172.9(15.8) 
Roads 154.8(14.1)

Pool & Reservoir 87.4(8.0) 

Others 218.4(20.0)

- 3 9 -



4. Food crop production

100

----Rice
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Potatoes
Others
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5. Farming population and households

•  Fanning Population and Households

Farming PopulationCUnit  ̂ 1,000 persons)

Farming Households (U nit' 1,000 households)

- 4 1 -



6. Income of farm Household

(Unit : 1,000 Won)

Year
Income 
on farm 
household

Agricultural income

Amount
Gross

income expenses

Management

Non-agricultural income

Amount
Composition of 

non-agri incomeC % )

1971

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

1984

1985

1986

1987

1988

356

429

481

674

873

1,156

1,433

1,884

2,227

2,693

3,688

4,465

5,128

5,549

5,736

5,995

6,535

8,130

292

353

390

542

715

921

1,036

1,356

1,531

1,755

2,476

3,031

3,331

3.699

3.699 

3,677 

4,016 

4,912

357

428

480

664

891

1,166

1,334

1,769

2,027

2,342

3,269

3,998

4,702

5,276

5,477

5,619

5,984

7,226

65

75

90

122

176

245

298

413

496

587

793

967

1,371

1,577

1,778

1,942

1,968

2,314

64

76

91

132

158

236

397

529

696

938

1,211

1,434

1,797

1,850

2,037

2,318

2,519

3,218

18.1

17.7

18.8

19.6 

18.1 

20.3

17.7 

28.0

31.2

34.8

32.8 

32.1 

35.0

33.3

35.5 

38.7

38.5

39.6

Source : MA FF , Agriculture, Forest and Fishery Statistics

- 4 2 -



7. Number of Livestock and Households

(U n it: 1,000 Head, Households)

Year
Beef cattle

No.of

cattle

Household

raising

Dairy cattle

No.of

cattle

Household
raising

Pig

No.of

pig

Household

raising

Chicken

No.of

chicken

1971

1972

1973

1974

1975

1976

1977

1978

1979

1980

1981

1982

1983

1984

1985

1986

1987

1988

1989

1,250

1,338

1,493

1,785

1,556

1,463

1,508

1,651

1,599

1,361

1,312

1,526

1,940

2,318

2,553

2,370

1,923

1,559

1,536

1,049

1,107

1,191

1,359

1,277

1,196

1,173

1,176

1,092

948

858

896

971

1,037

1,048

991

854

701

654

30

36

52

73

86

90

109

136

163

180

194

228

275

334

390

437

463

480

515

3

4

5 

7 

9

10

14

16

17

18 

28 

23 

30 

38 

44 

43 

38 

36 

36

1,333

1,248

1,595

1,818

1,247

1,953

1,482

1,719

2,843

1,784

1,832

2,183

3,649

2,958

2,853

3,347

4,281

4,852

4,801

925

861

817

890

654

910

689

658

758

503

425

444

539

362

251

262

303

261

198

25,903

24,537

23,701

18,814

20,939

26,325

30,224

40,753

41,120

40,130

42,999

46,592

49,239

46,483

51,081

56,095

59,324

58,467

61,689

Source • MAFF, Agriculture, Forest and Fishery Statistics
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8. Number of Raising Household by

Class 

Year & M onth^x
Head 1~4 Head 5-9 10-19 20-29 30-49

Sep. 1982 479,925 411,360 29,590 26,960 2,547 3,439
Dec. 443,852 386,919 24,500 20,340 2,733 3,677

Mar. 1983 427,972 345,690 34,230 34.750 2,903 3,745
June. 529,487 420,820 47,460 44.770 3,720 4,615
Sep. 560,312 436,850 51,360 51,840 4,128 5,689
Dec. 539,403 426,230 47.380 44,450 4,439 5,783

Mar. 1984 472,871 364,950 47,810 40,470 4,519 5,736
June. 447,610 355,870 36,900 35,500 4,019 5,421
Sep. 398,239 316,690 29,050 33,510 3,383 4,925
Dec. 362,474 297,130 22,990 24,370 3,212 4,602

Mar. 1985 316,765 253,110 22,340 24,900 2,845 4,173
June. 298,502 239,910. 19,960 22,260 2.914 4,111
Sep. 291,192 232,590 18,630 23,100 2,660 4,092
Dec. 251,196 205,105 13,747 13,924 4,322 4,436

Mar. 1986 225,501 171,150 16,792 18,123 5,454 4,728
June. 238,360 184,425 16.257 18.484 5,061 4,829
Sep. 245,005 182,179 16,742 22,453 6,609 5,843
Dec. 262,403 202,497 18,579 19,186 6,090 5,454

Mar. 1987 261,513 194,013 20,647 22,477 6,601 6.217
June. 286,148 206,746 23,455 26,973 8,386 7,643
Sep. 299,721 206,622 26,753 32,277 10,228 8,791
Dec. 302,891 219,329 26,220 25,856 8,909 8,435

Mar. 1988 281,458 196,381 25,766 27,906 9,162 8,201
June. 268,666 179,855 23,902 30,391 9,891 8,958
Sep. 262,044 170,800 22,896 30,866 10,722 9,249
Dec. 260,760 179,035 21,715 25,397 9,164 8,454

Mar. 1989 241,171 158,030 21,050 27,794 9,164 8,533
June. 232,041 142,666 ?7,365 28,336 10,413 9,535
Sep. 219,923 131,300 22,012 27,935 9,849 9,750
Dec. 197,933 128,970 19,093 18,510 7,077 7,546

Mar. 1990 165,378 108,844 14,515 15,962 5,786 5,825
June. 138.760 90,015 10,582 14,695 4,308 5,051
Sep. 131,482 80,171 11,083 15,015 4,833 5,339

Seoul 39 18 0 1 0 0
Pusan 377 203 21 68 13 16
Taegu 389 62 71 103 29 20
Inchon 295 54 51 44 9 21
Kwangju 271 143 20 16 28 3
Taejeon 329 159 13 31 19 19

Kyonggi 20,345 8,490 1,892 3,010 1,099 1,369
Kangwon 2,812 891 362 337 186 290
Choongbuk 3,616 1,732 .377 422 141 194
Choongnam 30,624 18,745 2,830 4,300 1,149 1,050

Chonbuk 14,354 9,311 1,396 1,496 447 562
Chonnam 28,808 24,227 1,610 1,376 352 332
Kygngbuk 9,853 3,431 1,117 1,947 651 757
Kyongnam 17,559 11,430 1,270 1,808 699 637
Cheju 1,811 1,275 53 56 11 69

Source  ̂M.A.F.F

- 4 4 -



Breeding Size(pig)
(Unit I Households)

50-99 100-499 500-999 1000-4999 5000-9999 10000 and Over

3,544 2,241 164 64 10 6
3,309 2,152 146 70 11 4

3,926 2,475 154 81 10 8
4,895 2,919 179 87 15 7
6,120 3,973 225 103 17 7
6,614 4,126 258 99 18 6

5,594 3,482 204 86 14 6
5,751 '3,802 232 95 13 7
5,920 4,341 280 104 19 7
5,514 4,256 255 119 19 7

5,154 4,039 253 123 21 7
4,902 4,021 254 139 23 8
5,142 4,479 309 157 25 8
4,918 4,206 343 159 27 9

4,748 4,006 311 156 25 7
4,747 4,046 309 167 25 10
6,051 4,540 369 180 28 11
5,474 4,528 366 190 28 11

6,364 4,608 360 187 28 11
6.060 5,337 400 208 28 12
8,516 5,846 432 216 28 12
7,918 5,528 448 208 27 13

7,706 5,558 528 208 29 13
8,729 6,084 581 236 28 13
9,785 6,764 659 259 34 10
8,846 6,802 730 265 32 9

8,619 6,914 735 282 38 12
9,895 7,627 839 316 36 13
9,792 8,075 833 329 36 12
8,033 7,580 776 309 29 11

6,485 6,819 800 306 26 10
6,160 6,714 883 314 29 9
6,631 7,011 1,003 358 29 9

12 7 1 0 0 0
12 40 2 2 0 0
38 60 6 0 0 0
40 68 4 3 1 0
25 31 5 0 0 0
31 52 5 0 0 0

1,619 2,338 378 137 10 3
397 299 24 25 1 0
377 325 38 9 0 1

1,315 1,029 147 51 7 1

636 434 53 16 1 2
473 353 59 20 4 2
866 935 102 45 2 0
707 827 134 44 3 0
83 213 45 6 0 0

-45-



9. Number of Head by

Year & Month
Head 1-4 Head 5-9 10-19 20-29 30-49

Sep. 1982 2,384,595 559,000 205,480 341,480 61,288 131.013
Dec. 2,183,159 524,560 164,850 260,970 65,412 139,588

Mar. 1983 2,570,556 480,620 238,000 445,930 70,104 143,456
June. 3,182,706 620,520 328,800 576.260 89,782 176,911
Sep. 3,720,584 648,770 356,450 674,400 99,459 217,909
Dec. 3,648,965 621,930 325,520 581,740 106,822 222,124

Mar. 1984 3,259,001 521,740 333,060 526,070 108,609 217,679
June. 3,181,182 503,950 255,680 459,830 96.665 207,938
Sep. 3,176,544 430,550 203,570 431,130 81,653 190,124
Dec. 2,958,089 397,830 158,780 314,030 77,042 176,874

Mar. 1985 2,841,078 334,530 158.080 319,300 68,566 160,380
June. 2,825,212 318,070 140,730 287,020 69,903 158,413
Sep. 3,041,482 308,500 131,240 295,680 63,904 158,206
Dec. 2,852,799 270,003 93,062 177,839 100,994 164,824

Mar. 1986 2,873,229 230,668 118,018 231,828 129,550 178,275
June. 2,932,299 253,594 112,712 234,433 120,272 182,725
Sep. 3,397,327 250,630 117,252 288,859 115,438 220,241
Dec. 3,347,350 288,612 126,816 247,046 142,816 205,799

Mar. 1987 3,516,241 278,570 143,441 289,798 155,696 235.502
June. 4,020,867 299,594 163,479 347,972 199,537 290,337
Sep. 4,532,265 307,246 188,052 417,509 243,056 334,450
Dec. 4,250,345 328,501 180,018 336,290 210,696 318,841

Mar. 1988 4,273,775 291,505 180,460 364,043 216,561 315,864
June. 4,607,100 265,854 167,712 391,858 235,853 339,944
Sep. 4,993,540 251,051 161,272 403,469 254,301 353,239
Dec. 4,852,041 264,883 150,298 335,186 7VJ30 322,121

Mar. 1989 4,931,709 233,000 146,261 363,376 217,094 326,257
June. 5,371,978 212,023 158,751 367,361 246,880 362,881
Sep. 5,466,847 194,465 155,974 361,504 234,547 369,286
Dec. 4,801,104 190,781 131,219 240,597 168,614 287,807

Mar. 1990 4,303,352 157,234 101,200 209,867 138,037 222,976
June. 4,251,336 126,374- 74,710 290,166 101,705 192,223
Sep. 4,566,125 113,386 79,820 194,375 114,311 203,500

Seoul 2,519 36 0 10 0 0
Pusan 17,994 360 182 888 263 652
Taegu 22,385 138 453 428 706 819
Inchon 35,947 120 358 804 187 887
Kwangju 13,187 221 124 254 716 118
Taejeon 18,715 346 79 420 420 601

Kyonggi 1,448,317 14,342 13.631 40,011 26,196 52,567
Kangwon 189,098 1,593 2,532 4,542 4,324 11,524

Choongbuk 181,753 2,548 2,548 5,142 3,207 7,156
Choongnam 767,088 26,787 20.849 56,043 27,605 40,279

Chonbuk 344,750 13,124 9,733 18,973 10,546 20,340
Chonnam 350,664 30,670 11,882 16,905 8,278 12,724

Kyongbuk 537,693 5,829 7,934 26,045 15,240 29,450
Kyongnam 524,803 15,764 9,149 22,167 16,389 23,675

Cheju 111,212 1,508 430 743 234 2,708

Source : MA.F.F

- 4 6 -



Breeding Size
(U n it: Heads )

50-99 100-499 500-999 1000-4999 5000-9999 10000 and Over

242,511 408,937 111,661 153,417 63,432 106,576
227,013 395,502 102,272 156,742 70,118 76,126

271,007 449,017 104,931 186,053 60,263 121,175
338,206 527,472 123,181 188,954 91,586 121,034
423,175 705,970 153,024 210,495 107,279 123,653
455,653 726,705 175,080 205,768 119,107 108,516

384;208 623,132 138,606 195,214 96.410 108,273
399,956 680,047 158,064 213,119 88,659 117,276
415,937 776,576 188,267 213,202 121,532 124,003
384,801 779,051 172,160 238,309 128,059 131,153

358,875 747,494 170,474 246,732 149,290 127,357
341,487 756,207 172,953 270,996 157,231 152,202
361,358 847,268 208,986 312,166 172,641 154,533
337,122 812,217 235,408 319,117 180,647 161,506

325,695 791,630 217,117 321,934 171,889 155,604
322,926 807,169 216,917 333,135 165,721 182,495
423,868 931,554 261,033 357,480 184,441 206,531
376,347 934,772 257,553 375,090 185,909 206,590

436,973 958,196 251,790 377,871 186,008 202,396
490,293 1,136,955 280,156 414,031 186,465 212,048
603,060 1,277,879 303,385 436,596 193,847 227,285
555,049 1,201,921 309,326 424,666 176,070 237,937

357,406 1,184,240 355,803 414,215 188,887 224,791
609,670 1,324,827 388,692 470,241 190,701 221,748
690,197 1,490,934 441,489 503,364 239,071 204,153
622,407 1,501,664 481,029 526,090 231,439 194,194

606,016 1,547,869 485,001 534,312 254,178 218,345
692,677 1,714,565 550,303 590,353 244,493 231,691
693,723 1,827,817 5:3,166 618,340 244.487 208,538
561,171 1,712,030 523,163 603,725 200,487 181,510

446,507 1,535,907 543,285 607,709 184,568 156,062
434,660 1,562,192 600,728 614,575 201,212 152,791
476,660 1,669,268 671,631 685,968 200,174 156,932

786 1,077 610 0 0 0
589 9,030 1,159 4,871 0 0

2,785 12,285 3,771 0 0 0
2,535 14,444 3,017 6,456 7,139 0
1,663 6,191 3,900 0 0 0
2,517 11,095 3,237 0 0 0

119,869 571,316 252,373 245,314 65,818 46,880
28,065 67,272 16,160 47,277 5,809 0
26,958 79,160 24,770 18,230 0 11,998
92,871 240,264 98,697 91,704 56,535 15,454

44,380 101,148 35,236 34,619 5,274 51,377
34,836 87,972 41,127 44,237 30,810 31,223
61,859 213,537 69,807 96,469 11,530 0
51,259 198,548 87,506 83,087 17,259 0
5,695 55,929 30,261 13,704 0 0

-47-



10. Farm price of hog

U n it: won/HEAD

classification Young Pig Pig(90kg)

1984 21,250 102,410

1985 34,330 130,598

1986 44,000 140,900

m i 34,000 110,000

1988 30,000 108,450

1989 24,000 93,780

1990 41,000 148,000

- 4 8 -
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12. Salaries

Unit : thousand won

Position No.of Staff Amount Remarks

General manager 1 28,795 28,795X1

Deputy general 
manager

3 70,605 23.535X3

Manager 7 147,672 21,096X7

Assistant manager 16 264,416 16,526X16

Engineer, Officer 32 348,800 10,900X32

Assistant engineer. 
Junior officer

6 65,400 10,900X6

Other officer 30 243,570 8,119X30

Total 95 1,169,000 —

- 5 0 -
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S>UB»nar^

i.i Sa?ae oi Project

estabiiaamd an intagrat&d &iieep 

rearing anvj jŝ .rkfeting proj>;;ct, 

a-i; an «couosic ^renture

Tfle prcpo:i;ad pro.jc;ct to

1.2 Sarae and ao.dret;s.- of 

Cooperative

i«t;icra tii;&ftrang f’yrak St;ttî ;!r&‘ 

C o operafc-ocietT Lireited

1.3 0£tic«j sddre&s lor

cor reŝ pondfj net;

Feicrs Sedyraag Ft-rak 

SbdOO Kampong Gajah 

Fers.k

i , 4 Isiue ol the Prosiotor Feicra Se be rang; Perak Settlers' 

Cooperative Society Liiaitsd

1,0 Constitution Multipurpo^se Primary 

Cooixirativii ;'ioci«ty

l.d Annually niariag and snarketing capacity

Year 1 Year 2 Year 3 Yaar 4 ---> Year 10

bheap rearing 2000 1800

Aanual Lambing

{after ffiortalityJ 183-d ld4o

Marketing: tannually? - 1540

2'UOO

2052

174d

iOOO

2052

1952

2000

2052

1952



I -5 rrojfcict Cost

<ffi) Setting up ot  p easj $  ‘o r ,200,00

tb) f'urciid&ing o i f-rmsie S4te0,000,00

<c) i'urcharaing of sale S 24,000,00

id> Misc. equipisant and

initial expenditure) i  i .4Qi).00

1,9 forking capitei aeedad $ 83,049.00

i-iO fc>ou.rcsi3 of fund

Total Expenditure : '& tijSS,t>4î , 00

iCapital inv'eatmsnt 

+ working' capitei >

Loan &0% r &50S,5iy,20

CJwnsr isQuity 20% ; $12?, 120.80

1.11 Proiitabiiity : K-ypayisent on loan after one year grs.ce

pfjriod, to ba paid in 7 yyars-

1.12 Pay back period <:> yeary

1.13 Break Kyon Quantity b,l‘y2 iiiiad;̂

1.14 IRS 14%

l.i'o BCR 2,61

- 2 -

1,7 Misapower requiressent l£; one !85nag«r sud 5 casyai iabour.
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2,1 Gy>j ra 11 b i t; ua 11 oa

2.1,1 Fulcra Seberaag Perak Integrated DevelopiEent Project aims

to:

2.1.1.1 increase the incoiae of fariBers in the rural d.rea

especially those involved in agriculture;

2.1.1.2 upgrade and saxiniiae utilisation of land and

provide stable incoiae through diversification of

activities.;

2.1.1.3 create ciuployment opportuniti8& and restructure

society according to the objectives of the Saw

isconoisic Policy;

2.1.1.4 provide social, technical and economic

infrastructure for the local coisjRunity; and

2.1.1.5 develop agriculture in the sorrounding areas

through rehabilitation and consolidation of land.



2,1,2 The ultiifiate aisa of the Feicra Seberang Perak integrated 

yevsiopseat Project to consoiidate the v^xiovij land

in the area under one project isaaagtsmoat. It is 

the nations;‘ objective that thy orojyct would â ;5,i&t in 

increai-ing, rice asi, v - ii l  &b tree ccops. production s;uch as; 

oil paint and cocoa. it pro=?id€s.. t>,000 empioysent 

opportuaitie.i. incrvjs.&e &.ettien“;’ iacosy and :̂ .iaiuitaneoiJSiiy 

sodt'rniss the rurai sector.

- 4 -

Feicra Sebarang pyrak Integrated Daveiopnieiit Project covers 

an area of 13,147 hectares located towards the right bank of 

Perak kive-r between Southern Straits of Saiacca in the 

and ipoh-Beryas Koad in the ^orth. The area which dsveioped 

consist of ;

2.2.1,1 i)eveiopn;Qnt of 0,547 hectares of oilpala-

£.2.1,2 bi'velormfmts or IjSyfe hectares of cocoa,

2-2.1,3 i)si.:veiopffieats of 4-,462 hectares of paudy.



2-2,2 Dl the area about d22 ih«Gtares;; i'tave been ailocated xor

the 0s;t5biishisi;at of iTcttieiEent eroa at Sungei L)i-.;dap and a

to^m centre waica it/ known a& Bandar Baru Seberang Perak, Tfte 

area is for e&tabii&hffiexit of s«tti€‘.m«rit ior 4,000 settlers 

family. A reap s.iiowifig- tht; above Is as in AnneKturg lb.

2.3 £'roblea;rs Faced by ¥a.rm-ars

2,3,1 At tiia early î̂ tagt of devsiopm'fit, thera was probieiE ot 

erratic funding lor the project which daisp«n thft pace of 

dtrtiiopisent oi the project, Tftii,re v/af:. s;low dev*i;iopmt>nt of 

technical, social and econoniic infrss^tructure a-y a result oi 

the above nagativt; df;v#iiopirtent ■ Uowtver tnit. probieffi was 

grradu.aily Zioiv&i with the e5..tabli:vhnst;nt of r’rojyct

Coordination Office in ly&i. There was, ai^o graduai iio^f of

fund iros the Federal iiov^;rnmeut and ai^;o thy World Hank.

2-3,2 Other than the above problein, the project is aL&o undsr 

cont;taXit threat fjros v/ild boars, elspharits and other pe.-;ts and 

di;t;e:a:=,e.s, Orcasional attackf:, from the^ja pes.;ts and disease* 

C6t5sed saych daraagifj to tha crops especially padi, cocoa and oil 

paiia.
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Ihstje probiejafe h&ve bt̂ en shle to ba aiieviated with measures

ta&yu by ¥iid Life liepart.ment, Forest K3nger& aud aiso tiia 

î epartiTient oi Agricyiture (yOA,-. However attacss from thes;j 

peats; and dis-eaaes; have not been s'oi^ to be iuiiy eiiiainated,

2 = 3.3 Other than the above, ch« s.etti>:;rs-’ economy ai?..o a

O-ependant upon i iuctuations. of v-̂ orid coismodity prict;.o- w&ich 

inversaiy aflftct the economy oi the settiersj- A drop in

commodity prices^ of the cropy would iseaa a drop in &;ettlerii'

incojse. It in, v ita  tne aisi of alleviating the probieiR caut;ed 

by fluctuation in w o r M  cosssioaity prices; that the foiiowirig 

iacome generating: project is propo-̂ -ed.

2.4 Seed and Jostiilcation to r the Pro.t8ct

2.4,1 The settiera'- population in Felcra Seberang Ir’erak is totally 

dependant on coiEHOdities; such aa padi, cocoa and oil peira. 

The deveiopment of tiieae coiDEo>iities are influenced by 

fluctyationa in woi'ld commodity prices...



2 - i ,2  At the same tine, the crops,; are s;«£;ceptible to attach by

and disea^ieG;, Any serioua attacko by and upoa

the orop& will a^teraim; the yield c t the crops.- ai.J, aiiL;o 

incoi58 of the settlers.. Poor crop yield would. ®eaa

incoiae to the settlers for any particular ma^on. 

introduction of income generating and valued added activitie;--/ 

would at; ,s buiier to reduce the negative effect of bad

crop yield or low price on thf^ settler^:;’ econoimy. Sheep 

rearing project has/ been identified as one of these income 

generating activities,

2.4.3 fcftorts are needed, to increase Ij.veGtock productivity such s>.

i.heep rearing as integrated approach, without affecting the 

crop production. Currently the s/hsep ha-s great potential to

be; integrated with i-uci> plantation croijt-.

2.4.4 in tlie maintenance of the tree crop p.Lantation, one oi the

inajor lield operationj. l?; the control of necdh,. The ufje of

herbicides to control wesd;^ are expeniiive and moz:% herbicides 

currently avsilable pos^e s^oae danger to workers and the 

environment. The use of sheep a.'v a ‘biological weed control' 

agent ha;-.; been ĵJiown to be e f f e c t i v e ,  economical and -safe.
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2,4-5 At the tiae this project cau joint and share the Hidnier,

high pricy inaat doTnand. Iha tocal demand of mutton <£h€jsp aaa 

goet aess) i c  estiniatsd at O;740 metrik tone-t. a year. About 

93% of thfj total require;risnts are iiaportcd as froozen sheep 

iseat.



'i ■ i Iho ProiocT: Btinotit

3.1.1 Ifce project inv'oivat.; an integrac^a. -3oproaCii : rtiaring oi

sivseps an economic venture to rî uppiessent iivesjcocK

requireiTiant of the coisisyaity . This activxtjf vfiii be maaisg'tid 

by fulcra Seberang Ferak Settlers’ Cooperative Society Ltisit*;d.

3.1 .2 Iffipiemyntatioa ol the above projects ha& given both direct ana 

indirect benefits to settisrs and the estatss; concerned. The 

benetitpj are s.& foilows.:

3.1.2,1 i-'rovision ol Bxtra IncoiEC to the ;i;ettlers<.

The income depends on the total number ol sjheep 

reared. Cooperative whois undertake tne. .i;heep rearing 

project will be able to re-sp the income,

3,1 -2 .2 Reduction in tae Cost ol Weeding

ihii; hv a direct benefit to the es;tate concerned. 

i<or thos-e th9.t unaertake the above project, a

reduction between 15-30';4 in the co&t ol weeding can 

be attained.



Thi&- project is able to create eapioji'Hent 

opportunities for icemb-srs of tlvs co-operative. 

Membsr of the cooperative or yoytfeŝ  csn w rk  &i,

iaoourera , parmers; aao are iavoive-.-j in th^-va

projects otiier than getting diviii>ynd;-,. aud. wage-i; witi

aiao beneiit iroir. the tecftriicdi Kuowiecigf:. tram 

invoiv<^,menz in tfte projecU-.-

0.1, id. 4 trovis iG U oi cheap i,ourct; of organic i^frtllist'r to 

tiie es;t«tet.

at; they grese, th-s f;h8ejw. v/iil provide organic 

iertiiiser to tue crop>-.t es/pt;ciaiiy oil pain?. Other 

than this the oroppiags^ can b« processed into

iertiliaer pellets which benefit the project 

suppiementsry source of incose.

Creation of ispioyaent Q ^ p o r t m d t i e v

Tlie isain objectives/ in the above project would be;

3.2.1 To bread prime sheep stock

3.2.2 To increase for the breeding and fattening



iX

3.2,3- To isarket s.oiected iaiab breed for iocak and. overseaiv market 

vfherever r?o£.s;ible ■

3.^

3.3, i relcrfi Seberang f'er-3k project h-9.s. a planted area of 6547

hectares of oil paira.

Tfiis area wiii be shie to accomodMti- around iy.{54-i head?..; of

sheeps ia the ratio of threa <'5-> r>eadi:/ p-̂ jr rieotare of pasture

land- faveathough the area is more vaari enougn in term of

grasirtg land only ± 2,000 headr-; of &heii:p.i:; will be

r-.jar«d at any tiisa.

3,3,2 The Thai Long laii variety has been chosen becau-ve of ita

bigger frame and adaptability to the area. The pricy at/ a

revenue as. an Aanexture 4 .
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Fi^URh I. liUaBfcR uF llj

gg:LCRA to'HSaSAIvu Piri&AK

’ffeAR gu. Uf biiiiiiF.j DH ( 60% ■■

Jm u -jOO 20

August 500 20

Octobwr :300 20

Decam bijr :iOO 20

Totai 2.000 ____ SO

3.4 FfQ.i<3ct Contpoii'^utri

3,4.1 Procuraffii-jri t

Frocyrtffitint of th« s,tock vrjither lor breeaing or lattening wiii 

ba doae by Csiiigia iSaiaysid.i Hom, bhd- with tha »?,.&■ iste<nct; oX 

Felcrs. St;berang f'erak Cooperativfj Society Limit>::a. Tha 

Coop'arati^re wiii buy lor brssd at the price » 230/heaiJ. 

eK-Seberang i'erak Project.
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The K&in i-tock for breeding prograTaise vfili be irom tne Tr-«i 

Lons Tail breed or a cois’oinatioa of Tfiai Long Tati and ioc*i

iiaiira breed. Iha Tn&i Long Taii 5re«o. m fj byyn t.f-ueGted

r?ecaus.;e oi their biggtr iraiae aad adaptability to the ioc-si 

pastoreti and ciiiaatic conditions.

The sheeps, w ili graze on the avaiiabie pa-sturt.; in the prorecz 

under cio£.a and con&tant &upsrvi£.ion by the project manag>-jr

and the sheperdt;, r’riiae male iamb̂ i. rt'E;>;;ri"€'d ior ' i-attiiEifig’ 

w-iii bî  cariBfyliy £,elected from th* ifv s iish ie s;tocii. These 

iive'.s stock w l U  getting their niitricnti. tet;d irons the 

available pasture area, Th« iemaie vili be keep for bread and 

the reiainder to be &oid oil.

3,4.3 Marketing

Feicra S&bei'a.ng tersR  Settlers’ Cooperative Society Lijnited 

will laarket the product^, locally either as mutton or 'live

hes.dj '̂' at Local ransyrs’ Sarket or through ^rrangsiaent with 

interei.;t€;d entreprenw,rs- In the iirs-t t;tage, iiaiige kaiay^jia 

Sendirian Bernaa wili buy a l l  &V£iiio.bie vtock in  the project.

3. i. 2 Breeding aad Fattenlrtor



?h&tevar stocK which Xiot able to be ci.iepoz..€‘i  a lt the

px'ojact level wiii be undertaken by Halige ifeiayais) Sdn. 

Berhad at an agreed price v/ith Feicra. Seberang Ferak Settlers' 

Goopsrativt; Society Limited.

3'“*-^ Mst.̂ .n£-iQn an.d traiaiag

BKteasion and techuicai e^ervic^s as backward linkages; vfiii be 

provided by Fv:.:icri?, arid. tr<e oi' V?jrtt;nary Service,

ihe objecti'^^e is tvj iaatili tyohrtical knot'fiedge about 

brc^jdiiig to thos-y wno vndvrtdke tas projact. This; is; to

gni;ure th%y by?ve SfUificlant teci^nicai iraowisctgc to undfirtake 

auccetisiui isaniigenieut of the project. Sne«rf brstciing 

coinpd.rativeiy nev/ venture for thi-s Cooperative and e:o thHTn-

should be suificient technicfii ifiputs, to the 'fe’tock-man' and 

’ahcperd?:;’ .

S.4.b Bv-Droducts Frocesis;!ng

Cooperative s«ith aw&i&tance trom Uvbber kevesrcD. in£.titutt; of

Malaysia iKkiM.' in iuture will &et up a Fertiliser Fellfjt raili

to process, by-products froia the sheeps;. ihit; is another

project propo&ed by Seberang terak Settlers/' Cooperative 

Society to  be set up in the future.

- 14 -
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4.1^1 i-Topasea t'cicra Seber^ug i'ersk Settler^;' Coopt; rat ive witfe

regard to lasrkating sad fattening oi L,tieep;^ S/hj?].i in vo lva r-

a. Contract ini the loris of ”ruy-bso?c” of oii ratsi; produc«o.

a-s; a ret-uit oi thfj above breeding project;

b. FatStining acftfn!.#.: of ismbs ior purpoo’fj of 5a>-;fjting tfty

demarniv ol botfi iocoi and eKport market; and

c. Giving technical extension 5.nd iorvfsrd iiaKsgeo’ to

Co-operatior, staff v/ith regard?.; to i,tcv:is: uad.yr the feed

lot project,

4.1.2 ihe eispha&ii. of th« abovy project it;

a, to prepare and arrange lEarket iingkage for the dis.:posal of

proauott; ari;i:ing iron! the projftcto either thoi-e stocle

arising frois siaali acale activities of sftticrs of those;

popuistion outside the project inon-settlers^; and

b. estabiishaient of livestock fo expoit rnarket.

4.1.3 Breeding of livestock shall include;-

a. Kearing of sheeix; on available pasture;

b. Establishment of "storing'' and "rf-jftabilitating-''- i';entres

for stock i-fhich are iraported so ths>x x'my are acceptable 

to the local conditions;

4' i
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c, ol a ‘'stock centre'" oi <^ciectya t/hef::p she^ii

be ;st.ock lor tutyri; d«veiopmtmt ot brey-ling oi arid

Jhs ultimate &iw, ia to ec;t;5bii.£;h a coismerciai. anci viaois 

leeaiot i>roject utiii&irig a coiabinstion oi ' agricuiturai 

by-product' ttiCiinoiog'y.

4.1,4 Cooperativs w'ili erapiace an experienced s.tocknten as isanager, 

Gooparative will raonitor the deveiopsent of the project and 

shaii report to the sr<aiiagenieiit of the cooperative and the 

Froject Daveiopjsent Connaittee.

4 .2 Stock t-atteniag

4,2,1 Stock lor iatteniHg' iuilili the foiiowing:

characteri.?jtic^v and concUtionsr

a, i a e  total number of --vtock for i-sxt/sning: &ha.ii be in thfj

capacity of iOOO rara:;. iiaisb.̂ ; per year,

>-}. isT5.ba for bre&'dlnf £;hali oe of 2-5-o-O kiiograms; in

w-yirht or about 6 Hionths in agti, For siiaie iambs;, tfie 

sTiiiiiiaum age requireTnant or condition is 6 noath-s;,

c. The le.sbt/ s;hali be of cro£.f.;-bretsd type vshort-taii> or 

Uoiig-tati/ or letnbs with docked tails.
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a. price w iii be agraed ypon by iislige 4k> odn, Sarhttd

atid Ssbtir^ug Perak Cooparative feocisty. The price should 

bt; ax-ilft).ige î arc? oi~ iiK-iiKp-ort iloidirig; Station, 

fj, Tr.e :i/CQCs. shaii be sent direot ;>y Ccoperstiva to aalige

iM is jo is : . ; Sdn. berh^d î arm 5£. stat^;d.

4,2, £ Saiectioa of stock to r  i&ttening. &h«il fyiilll threy <3)

catc'sories;

<?. Larobs to r feed lot scheme ahaii oa categorised and

separatsd according to age. This ii to ensure uaiiormity 

IXi ch^ to 1 ,5. “

b- Male iaisbt. for ■coaditloaing' programme aad lor local 

market shall be i-t:parfited accordiag to vreig-ht aad age, 

Tfiis; i.9/ ag-aia to ensure vn ilo rm ity . 

c- MaiL- lasbs; for ’coaditioaing’ aud * iee<J.lotiag’ and a.lso

ior esport inariiet shall b« i.epar.ated accordiag to v/yisrht 

and ' l i v e  v/eight‘. Thi.'; is- agaia to fjni.ure uaiiorsity.

4 .2 . 3  The yitxisate aiî  oi lamb iattsainff project or s>t:pt;ratioa to

another pens iv  to produce; v^ithin & soathi- -sneap-t; waich attaia 

weight of 3.5 kilograiBs;, Laisbs tor thi& project will have a 

f^elected i^tartiag sleight of 10-12 kilograms;. This prograntise 

!>'iil al,so Tecieve livestock which lulfill the above age aad 

v/*aight reQUirerHeat for slaughter at the Abattoir.
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5.1 the project w iii be rsaa^gtd snct owned by i^eicrs ooopferstive

Society LmiXQd of S«ber«ng pyrak aad out of dO X  funding of the

project vii through bconoraic Frolect Ke^oiyiag Fuiid siid another 20 % 

will be beared Dy owaer equity, k total of eight «.&) motivated 

oettiersj Kiii ha selected and trained as supervisors and workforce 

for the pro.j-actr

5.2 Feicra Seberaug Perak Settlerfj’ Cooperd.tivfc; Society Lissited has its

own Rules aad kegulstions as stipulated in its by-isvfs. The 

cooperative is Jtianaged by ten tiO> KeKibers who act .as Board of

Directors. The jseabers shaii laciude;

5.2.1 Sis id;- board sesnbsr.s aie’cted dyriag the ^innuai Genersi 

Meeting of the Uoapr;rativ&;

5.2.2 I'v-iO '2/ rspreseritative-s iron! rcicra; and

5.2.3 ‘IwQ i2> board sieisbars appointed by th--; boara of L'lrectors.

5.3 Since its 8stabii.shment, tr-e tnanagtjraent of the oooperat? ve nas

6.ppoint0o. tv.'enty s e m a  i.2?> ■esployee.s among the Settlers’ coinsunity 

coiTiprising so£;tiy of settlers’ children to .see to the daily 

jsanagesis'nt o i the cooperativ-s and its activities. Selected espioyees; 

have; been given adequate training.



5. 4 ' bstc&i&xii' and ’i'orw&rd’ Integration aQtiviti€;-s undf-.Tt-sken f-inc« taeri

are as foiiowf,.;

5,4, i Aii typa:i. of activities in padi srf>?:£;-

5.4.2 Ail types- oi -9ctivitl«j£,- la oil pa.im and cocos 5,re*&.

5.4.3 Transportstion ol ire.i,h Fruit Bunches irois tfte xieid.

site to the ®iii&.

5.4.4 Manag-ymiynt oi Mini-markv3t.

5.4.5 Mnageffierit of in.'e;uranoe Activities.

5,5 A nev/ activity undertaken by the cooperative ii. rearing- o i s.hses:.£/. A 

cooperative Zits.it .̂ /haii be appointed to be a manag-er oi thi-o 

project, bight (6) &hfcperd^ s.;haii also be recruited to ssauagc tht: 

daily activitiec, oi tne project. The ors:5ai'iation stryccure ol the 

project is; at- in Anne:-;ture 14.

5,0 The ta&k ol the isanager oi the project i-i; to fivp&rvitjc the project

and be re.i.pon£-ible ior tfle breeding', iattening, ffiarketing and other

activitie-s. related to the laanag-ement of the project-

5,7 ihe siain ta.sk of the sheperd^. i& to asoure that the fias..k isj released

in the morning and berded back into the pen-s in the ê *'aning<̂ . The

sheperd.1;. mu&t en.sure that the sheep^; are face frojs di&eâ :ief̂  and 

peijtii, and ai.9o safe irosi predators iv/iid anisials).
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b,i> kt adssialstrative ievei, S4> & o t bacswara i i n i . e s - r a t x o a ,

Feicre n s is  lo rm t iid  6  o o m s i i t t e e  sm on*  Faicra o i i i c t r ^ ;  xo t o  t ii.y

proper m&nag(M&fiiiX ol t-ht; project, 

Coffi5utt«t< cc®nri-oet: tiit foiiowmg;

a. i;cputy Isiroctor Syttiera-' bconosic - Cftsirisan

i V1 1 oil

b. &gricuitu.rai Oilicer, Feicrs oebsrang Perak “ Meisber

C , Syttier L>t;veiopffittnt Ollicfjr,

Feicra Seberang PersK - Member

d. As&t. *i=-ttier Dyvelopinent Officer,

Feicra fSeberang Perak - Kesber

e r Repreosiitative; KKIM - iieisbsr

f . Representative. MKDi - fê -isber

g- Agricultural Oiiicer^ Tfechnical oervic«£- UiV/ - Member

h. Agricuiturai Officer, Planning Services tJlQ) - Seisber

i. Head, Livestock Deveiopiaent Unit (HQ> - Secretary

6.9 The above ccssmittee will convene inonthiy tc discu-ss the performanca 

of the project and initiate whatever action dtsmad necy-iit-ary for it*; 

cont t nued s^uccti&s.



5.L0 Ths lusictions^ of the coisisittee is3 to coordinsts and £.oive v/hatever

probieTcs arising and provide ths necei'.ssry inputs for the weii-btjing 

of the project. ?i6tter:.; regsrdisg- the s.-e±ection of stock i'or 

breeding, laarijetiag and training progrsaissis/ necesi&a.ry for the 

project particip-5,nt£. will be reguiariy discussed oy tha project 

isanagfe<ra and ^v.parvisors in order to fsisi liari&fj vhem^-eivei, vnth thy 

project.

5,ii The Project iiapisin#jntation Cojsraittfjt; wiii li&ve cio>;tiy with the

Board of Felcra Sebersng rerak Settiers,;’ Cooperstive Society, Ihi-i. 

i£. to ensure thare i-s corttinuai rapport batfsyen ^he ffiar̂ geEient oi 

the cooperative and the above project.
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6,1 /i&^.usption in financial anaiysyis:

I'iaanciai analysis has been set forth under main assumption an 

loiiovfs:

6,6,1 Project Lite r 10 years

d,l,2 investiaent are coispifited on first year

6.1,3 Frs operative espenditure is consisted, cost and the vsriadle 

coat is changing accounting to the quantity oi product.

6,1-4: DtJpreciation cost will m  as foliov/sr

Classiiication Cost Life Depreciation

_______________  v£M> _____  ■ Cost 'SM.t

a> Fens ,200 10 years C.V'JO

b) ijquipffiQCts,- 1,400 10 years l4u

cj,df?u

6.2 Grasiag Arya ts.im oil y-itsty < fastury land )

6.3 Pens - Thy d.3tail of variouis civil UouGtruction WorK like pyns aavo 

byyn iihown in thy layout and plan and detail in aun-.iXtUi''y Id.
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a> The pr8£;ent vslu« at iO %• the SV¥ = $ 75.6'7'i < Annexture 2 >

0 f KGr̂  ~ . O i

c> iRK = 14 % \ AnrxfJKture l i  >

d> Pay b&ok period = t> years; Aanexture 6 >

e> Break avers quantity = <5si52 ht'adi. t AnriCKtyre 13 >

6, Ass-umption on 10 % dacrsafr;e in total rf^^saut;, ths s;y5£;u.r« oi

InvestiEent worth would b-a 

MFV = 3d,§01

BG i; = 1. 81

IRk  ̂ l l . M  %

Fay baofe period = more then 6 years.:

6.4 Measures of invastmeat v«ort£i



7.1 The budget for the fir&t 10 years aa an aGRexture 6 .

&.) C ap ita l liiv^:atmjuX, S o52,t>00.0u

b> Worsing C ap its l S- i3:i,04y,00

S> 63b,i:>4y.u0

Out of budgyt propo;33irig i‘0 >i on, ov/syr siquity sna 60 % fros tay iofin.

'7,2 Othvir ItauiG to bv3 tabiad out aro au belov*

'/(iai's Revenue kecurr i ng 
Co.'S t

Jiurpiu^ Loan
fiepa!/38<int

utritir
Heaervy

1 ^,14y ■ d8,46& <83,049) - i3,7b3

2 22i,7'^2 y3,d64 131,928 ?b,20b 1,20d

'6 214,dio 9ti,t>48 129,270 '7b, 20b 19,9^0

4
<

233,703 9b,b4d 12y,27G 7b,20b iy, !>90
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Years.. Rê ‘'enue kacyrring
Cos/t

Surplus. i Loaa 
i Kvjpdyjsent

Other
kt'S.ervg;

;->o, 646 ) ~'J‘i , ~J‘0 )*>i. Cv-C'' 1 CJ •■ «v “:j , 2:.)0

0 i'o3 1 * U3 5 0=x0 i29 5 270 ' 7“j , 20o i5,yvu

7 233,703 ^5,543 i2 ’:^270 ; 7 b ■ 20i?

S  ̂ / u3 j o4-3 i2':>̂  , 2 ; 75,20G

y 233,?03 fi% .'! ;2 ■V '/ J ■-.••T«w' l2 y ,270 ; 13 i ,2«^5

iO 233, 703 y-5, 548 12' '̂, 270 ; 131,2^5



3.1 Sisct! the ispleiseritatios ot the project, a fav/ probieiss have arisen

but wix;h the continuai scrutiny from zhe project isans.gera and

labours, the probiess are able to be alle'̂ ’iated.

6.2 The probieKis can be divided into lechaicai and Social.'

iiithough iuading' has not been & major the liov oi tund

to inaaag'y tht; project is  erratic bt:C5us.;e Goopyrative a.-̂ suKSe-s- 

that this project is; prioritjr coRipared to the overall activity

oi the organisation.

Sincc the project ha;-:; been approved by ?eicraU; laanasriJiatint and 

the Board oi i>irector£; ol the cooptrativt; conc«rned, i i-ugsest

that tae a i location lor the; project be decenti'alised and 

isanagf-jd by rrcject liapieiaantation Cossiaittcf., ths body that is 

goin^: to be in rapport v/ith Felcra's Eiaaageiueat and aiso tha 

isanagesant oi the co-optjrativ& with regard to the project. 

This inove v̂ ill ensure better flow oi fund to saanaffe the 

project,

Chagter o: Kecosmendationa
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reariRg and br*^h;ding It- ai r&lativeiy new iaay&try 

this Coop'ars.t.iv'̂ s. Being new, it is not ?.;\;rprising that soae

are iicep-ticdi sbout the £;u,ccas£. of the project, wnetiier at

Falcra't; iBanagement or at co-op^jrativ-e itvel. More 

intorm ation should be aKteaded to both otiiceni. and settlers 

siike so that they can ba really e'«are of the benefits derived 

froffl the project.

The- above probxeis caa be reduc-do. by senuing h& icra 's oiiict;rs 

and settlers to be attached to s.ucoes£:iui saft€;p rearing 

projects localiy or overseas, kt the s*.!T!e tii*s« the extension 

ans ol Settlers L>«:;veiopment l/ivisiion in i’eicra should be

beefed up and their activities inten£;ifled. They should oe

aware oi the profitability cf the above venture.

The sheep rearing industry will be tae roainstay ot i^elcra’s 

ftgricuitural L>iversif ication !>oiicy especiaixy tiiose oi settiet's’ 

developiaent, Baciword and forw'ard intergration actiin.ties related to 

the industry wi l l be developed and intenslfieb- ii all revels oi 

i<eicra’.s raanageraant and the coopei"ativ« work together, 1 feel the 

project will be a su.cce.ss.

Q.2,2 fe>ocigJ,



kul/iotus knxinKturB 1

F ixed  C a p ita l Invastmeat

Activitiya K $

i. Setting up of Pens
1 140’ X  40* X  4.00 X  3 pafl=5 >

2. Purciiasing FaBsaia ( Bwea >
i 2000 X i 230.00 )

3. Purchasing KaioG ( DH i5015 ) 
< 60 Head x $300,00 )

R i s e  <• Paati ijquip saentG  a n d  
i n i t i a l  i s x p e n d it u r a

{j?, 200.00

460,000.00

24,000.00

1,400.00

i>;52,600.00



ku2/lotU£; Annexture 2

Fixad Cost

Activities K S

1. Kaintainance bOO.OO

2, Labour ( Wagaa ) 
i S 3G0,00 X 6 labour x 
12 months >

28,S«X).0j3

3, Ofticsr i>aiary v Manager > 
<. S ciOO.OO X 12 months )

0,000.00

4. Risca I lantsou'di 1,200.00

36,500.00
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f!-’.h3 '. jTi' A } it- S'S > M -5 * .«• a i4 / '<5
r ■j 'Him M  kq. ; head •3 54 i i:g 8 fidiUlK

4. fsMie 25 kg / rtc-Si; s %1 i 8 waths



fim Of im 'M
ijiiqinii srssd 

i&j U li \Wi &0?3ei HOffi) = feO 
S«»'«Uo« - Vi yeari

-05 of Heai!

{SisifiiRo 0! tte ?aa??
.1-1. » « 4i-. (I * .t » ** AA

f£»alS5 
Sale? im iSS)
SaiSS
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4naexture y

CojBputlng Of I?V < DF = 10 )

tsar P ro fit Di:3couat Factor 
10 %

Pr^sarit Vaiufi 
At 10 %

Year

0 (5"i2,o00; 1.0000 'v 552,000)
1 <83,04d> 0.9090 <75,45^2)
2 1 3 1 ,S28 0.8254 109,025
3 i l l s  270 0.7513 89,608
4 13 8 ,IbD 0.bo30 y4,300
t> 138 ,155 0.0209 85,780
6 138 ,155 0.5045 77,968
7 138 ,155 0.5132 70,901
S 138 ,155 0,4605 04,449
9 138,155 0.4241 58,592

10 138 ,155 0.3855 53,259

IPV = 75,871

CoiHputiag Of SP¥ < DF = 18 % )

P ro fit Discount Factor Preseat Value
18 % At 18 %

0 <552,000) i.OOOO (552,000)
1 (83,049) 0.8475 (70,384 .i
2 131,528 0.7161 94,7.'57
3 119,270 0.5086 72,588
4 138 ,155 0.5158 71,260
5 13 8 ,IS5 0,4371 00,388
6 138 ,155 0,3704 5 1 ,17 3
7 0.3139 43,.307
8 138,155 0.2000 30,749

138 ,155 0.2255 3 1,15 4
10 138,155 O .iO li 26,401

NFV = (135,10 7)



k«7 Ana«Ktvre 10

Computing Of iipV ( Di> = 10 X >

Year Fx'cfit Discount Factor Praseat Value
10 % At 10 %

0 v6b2,600) 1.0000 (552,600)
i \S 7 , i O i ) 0.9090 (79,266)
2 12^,332 0 .S264 103,574
3 113,30 5 0.7513 85,126
4 131,248 0.6830 69,642
'□ 131,246 0.6209 81,492
6 131,248 0.5645 74,089
7 13 1,24 5 0.5132 67,356
6 131,248- 0,4665 6 1,227
9 131,248 0.4241 55,662

10 131,248 0.3855 50,596

fiPV - .36,901

Assujsption on tha dficreaaing of 6 % to ta l revenue

Cojfiputiag Of F?¥ «. Dr = 18  ̂ >

Y&ar P ro f it  Discount Factor Pnicjont Valua
18 % At 18 %

0 <;3i52,i300) 1.0000 (552,600)
1 (87,201) 0,8475 (73,903)
2 125,332 0 .718 1 90,001
3 1 1 3 , 30S 0.6086 68,957
4 131,248 0.5158 67,698
s> 131,248 0.4371 57,369
6 131,248 0.3704 48,614
7 131,248 0.3139 41,19 9
8 131,248 0.2660 34,912
9 131,248 0.2255 29,596

10 131,248 0 .19 11 25,081

IPV = (163,075)
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F in a n c ia i Aaaiyciiy

7 5 ,3 ? i  10

yo,671 +

10
10 + { ------------------------- )

211,038

10
10 + ( 0.359 )

10 + ( 3,59 )

14 %
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1. SUMMARY

1.1

This project deals in cotton Ginn-Press & Oil Mill to be constructed at 

Sheikh Fazal a village about 250 Km Southern area of Lahore the second 

largest city of Pakistan.

1.2 OBJECT

To increase the small farmers income through integrated co-operative 

management which is not existing in the area proposed for the project.

1.3 PROMOTOR

National co-operative supply corporation (NCSC) will act as promoter 

of project and later on cotton growers co-operative society will be formed to 

take over the project.

1.4 LOCTION

Sheikh Fazil a village situated about 25o Km in southern area of Lahore.

1.5 RAWMATERIAL

COTTON (Kappas)



1.6 OUTPUT

i) Cotton lint

ii) Refined cotton seed oil

ill) Oil Cake

iv) By product Oil Dirt

1.7 . OPERATION PERIOD

Days ; 125 (Seasonal activity)

1.8 CAPACITY OF PLANT

1) Cotton Ginning Pressing 27000 M /T

2) Cotton Seed Crushing 17000 M /T

1.9 CAPITAL COST (Rs. 000)

1) Land Rs. 1000

2) Building Rs. 3650

3) Machinery Rs. 7400

4) Others Rs. 7427

1.10 FINANCING

1) NCSC Share 30% 5843 (Thousand) Interest Rate 15%

2) Banks Loan 70% 1363.1 ( " ) " 12%



1.11 PROJECT LFE

The project life is assumed to be ten years and one year will be required 

for construction of project. '

1.12 PRODUCTION PLANNING

YEAR 1 2 3 4 5

Capacity Utilisation 70% 80% 90% 100% 100%

1.13 OBJECTIVES OF PROJECT

The main object of the project is to increase the income of small 

farmers through integrated co-operative system and to create the source of 

income for landless persons liviing in the country side. These objectives will he 

achieved in the following ways

1) Backward Linkages

To increase per acre yield which is not higher presently and reduce the 

cost of production.

2) Forward Linkages

i) To procure the production of all members for value addition after 

processing

ii) Batter marketicig to earn maximum profit by using organisational 

staucture of co-operative and management.



iii) To eliminate the middleman who is involved in cotton trade at the 

cost of growers.

3) HORIZONTAL LINKAGES.

To come into export of cotton lint through NCSC to earn the maximum 

profit for the benefit of members.

1.14 FINANCIAL ANALYSIS

1. Pay Back period : 3years

2. Break even point (First year) 13350 M /T

3. NPV Rs. 24557 (Thousand)

4. I.R.R. 36 .25%

, 5. B .C.R.2.26

6. Increase Income to growers : Rs. 240 per M /T



II. BACKGROUND

2.1.1 COTTON AND PAKISTAN ;

Cotton crop is now back bone of country’s economy as export 

of linf, cotton yarn, cotton cloth- and cotton garments is main source of foreign 

exchange earnings. The textile industry is developing sector which is providing 

employhient opportunities to maximum labour of the country in addition to 

source of foreign exchange earnings. The production of cotton is increasing 

every year as u n d e r;

Year Production in Bales

1 9 8 5 -8 6 7059910

1 9 8 6 -8 7 7631976

1 9 8 7 -8 8 8262910

1988 - S9 8203175

1989 * 90 8439393

2.1.2 TEXTILE INDUSTRY DEVELOPMENT

Basically Pakistan is an agricultural country and Government 

policies favour to develop such industries which are oriented to local raw 

material consumption. So, under the policies of Govt, textile industry has 

expanded to a large extent during the recent years. The following data show 

progress of textile sector

Year No. of Units Spindles Rotors Looms

(000) (000) (000)
1 9 8 5 -8 6  160 4422 37 19



1986 - 87 187 ' '4 2 9 2 48 17

1 9 8 7 -8 8 '  ̂ ■ 197 4330 55 16

1 9 8 9 -9 0 262 5110 71 16

WORKING CAPACITY 6 5

2.1.3 FUTURE DEMAND

The stable prides of cotton crop and regular supply of cotton lint 

is very important for the Govt, to increase the cotton production to bost up the 

textile industry as well as export of cotton yarn and lint to earn the foreign 

exchange. Due to expansion of textile industry and increase of international 

demand, the demand of cotton lint is increasing year to year as u n d e r;
cu;|r

Year Local Industry,CEC PurchaseExporters Purchase

Purchase 

(in bales) (Bales) ( B a L ^ S  J

1 9 8 5 -8 6 2664498 4100135 209196

1 9 8 6 -8 7 3828834 3539708 25601

1 9 8 7 -8 8 4424504 M 3624504

1 9 8 8 -8 9 4731150 164531.5 1697605

1 9 8 9 -9 0 6543409 442758 833713

AREA O F PROJECT

2 .2.1 LOCATION :

The project area is located in district Vehari about 250 Km in the south 

of Lahore and Faisalabad cities which are the main centres of textile industry. 

The project will be established at village "Sheik Fazil" situated at a distance of



20 K.M. from the main high way road of the country.

2.2.2 AREA OF OPERATION

The area proposed for operation is consisting of 150 villages within the 

radious of ten miles from anchor activity.
'I*'

2.2.3 POPULATION

The households of this area are 18750 with a populaton of 112500. The 

farmer households are 13125 about 70% and farmers are 30070.

2.2.4 LAND PATTERN

The area is plain, land is fertile, well irrigated and climate is suitable for 

cotton growing. The total area is 2.5 lakh acres of which approximately 10% is 

waste land and remaining 2.25 lakh acres are available for cultivation of 

various crops.

2.2.5 CLIMATE

i) Lowest Temperature 10C

ii) Highest Temperature 47 C

iii) Rainfull Occasional

2.2.6 MAJOR CROPS

i) Winter Crops : Sugarcane, paddy, maize and cotton

ii) Summer Crops : Wheat, barley.



2.2.7 COTTON VARIETIES GROWN

Only one crop is harvested in a year which is sown in the month of May 

and June and harvesting is started in October and completed in January. The 

following varieties are soon in the area

i) Nayab - 78 (early variety)

ii) B - 557 (late variety)

iii) MNH - 93 (late variety)

2.2.8 MAJOR PRODUCTION (IN M/T)

Year Wheat Paddy Maize Sugarcane Cotton

1 9 8 5 -8 6 83500 23150 19200 560000 65500

1 9 8 6 -8 7 87900 19170 17500 465000 69700

1,987 - 88 93250 25450 21500 479000 75800

1 9 8 8 -8 9 92700 31190 20100 435000 85200

1 9 8 9 -9 0 84000 32000 25650 427000 90280

2,2.9 LAND HOLDING PATTERN

The farrners of proposed area have samll holding and pattern is as

u n d e r:

Size of Holding in Acres %  

3 - 5  

6-8 
9 - 1 0

No. of Farmers 

20% 6000  

50% 15000 

27% 8000



2.2.10 EXISTING MARKETING SYSTEM

The surplus are marketed through commission shops in the nearest 

market' or crops are purchased at the farm gate by the private traders. A 

reasonable amount is going in the pocket of commission agents and traders 

as co-operative marketing system is not existing in the area.

2.2.11 PROCESSING FACTORIES

1) The area of operation is without cotton ginning factory and total 

production of cotton is shifted either to nearest markets or ginnning factories 

which are located at a distance of 20 K.M.

2) Ginning factories operating near the project area are awned by 

the individuals and no co-operative ginning factory is working within the area 

of 150 K.M. from the anchor place.

2.2.12 PROBLEMS OF FARMERS

1) Need of backward linkage for supply of agricultural inputs to 

reduce the cost of production and to increase the per acre yield of cotton.

2) To eradicate the middlemen who are involved in the marketing of 

cotton crop and supply of inputs.

3) To ensure the remunerative prices of cotton crop during the 

crises period.

1 2 - 3 0  3% 1000
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4) Prompt payment and benefit of value addition through forward 

linkages after processing.

2.2.13 JUSTIFICATION FOR PROJECT

The main objective of project is to increase the income of members who are 

suffering due to small land holding, limited resources, individual bargaining 

and lack of informations regarding new techniques and research to increase 

the yield. The project will achieve the following successes

1) Through backward linkages per acre yield of cotton can be 

increaed upto 30 maunds which is only 20 maund presently and income of 

farmer would be increased to a large extent.

2) Cost of production can be reduced to a reasonable extent by 

supply of all inputs at reduced prices which is now higher due to involvement 

of middle men.

3) A reasonable portion of farmers in come which is taken away by

the commission agents and traders will be saved and passed on to members 

as purchase price of raw material.

4) Financial benefits of integrated marketing and value addition of

processing will be passed on to member farmers which they are not availing at 

present.

5) Employment opportunities will be provided to persons living in

the village side.

11



6) Other social welfare activities will be started by the society.
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111 PROJECT OF COTTON GINNING - PRESSING & OIL MILL

3.1 OBJECTIVES

The main object this project is to increase the income of member 

farmers and service expansion. The detailed objectives are as follows :

1) To establish backward linkages for supply of all sort of 

agricultural imputs, financial support and provision of scientific farming skill to 

increase the per acre yield.

2) To reduce the cost of production by supply of agricultural imputs 

through integrated co-operative supply system.

3) To establish forward linkages for planned production and 

marketing of raw materia! produced by the members to get the maximum  

return after value addition for members.

4) To reduce the marketing costs such as middlemen commission,

transportation and other hiden losses.

5) To return of profits to members earned through new system of 

processing and marketing.

6) To provide job opportunities to idle labour for creation of non

farm income in the country side.

3.2 AREA OF OPERATION

13



The project will be constructed at village SHEIKH FAZIL and raw 

material will be procured within the radious of ten miles from member farmers.

3.3 PROJECT COMPONENTS

1. Project Contruction

The factory, with the daily capacity 216 M /T  of cotton ginning 

pressing and 136 M /T  of cotton seed crushing will be constructed within a

period of one year with cost of Rs. 19477 thousand.

2. Procurement of Raw material

In the earlier two or three years, raw material will be procured

from the farmers of the area who are producing at present 91000 M /T  cotton 

against our requirement of 18900 and 21600 M /T  in the first and second year 

of operation.

Later on cotton growers co-operative society will be formed in 

the area and raw material will be purchased from the members only. Out of 

30000 farmers existing in the area, membership of 7500 farmers is proposed 

who can allocate 34000 acres of land for cotton cultivation to be supplied to 

society under the terms and conditions of by laws. The averageyield per acre 

of the area is 20 maund cotton.

3. Processing

The cotton ginning-pressing and oil expelling is a simple process and 

specially high skilled techniques are not necessary for this process. The 

required machinery is manufactured locally except one component T IN T

14



CLEANER" which will be-imported from U.S.A. The skilled seasonal labour is 

also available to run the machinery.

4. Marketing

i) Due to increase in the local as well as international demand,

marketing of cotton lint will not face any problem. At present, 

three main agencies, textile mills,cotton export corporation of 

Pakistan, private exporters, are purchaser of cotton lint which is 

pruchased at factory gateat prevailing rates.

ii) In fact, export price of lint normally remains 40%  higher as

complared to local price and society will establish its horizontal

linkages with NCSC to export its production to increase the

member income.

iii) Cotton seed oil will be sold to vegetable Ghee industry which is 

depending for raw material requirement upon the production of 

cotton seed oil. The country is producing only 25% of total 

consumption and remaining 75% raw material for industry has to 

be imported.

Iv) Oil cake is the most popular and rich fodder for milch animals

and sale will be made to traders who are in this business.

V) By product, oil dirt will be sold to soap industry to be used for

preparation of soap.

5. EXTENSION SERVICES

15



The society will establish member services department to 

achieve the objectives through integrated co-operative system.

IV. DETAILS OF OPERATION

4.1 CAPACITY OF THE PROJECT

The project will produce the following products daily :

1) Cotton Lint 400 (Bales) (70 M /T )

2) Cotton seed Oil 13 M /T

3) Oil Cake 117 M /T

4.2 LOCATION

The project will be constructed at village SHEIKH FAZIL about 250 K.M. 

in the South of Lahore situated at melted road and away 20 K.M. from the 

national Highway. The other necessary infrastructure is also available far 

erection of project.

4.3 MAIN PRODUCT.

1) Cotton lint.

2) Refined cotton sead oil

3) Oil Cake.

BY
1) Cotton lint (inferior quality)

2) Oil Dirt

16



4.4 PROCESSING
GINNING FACTORY

1. COTTON PRE-CLEANING:

Cotton is sucked from heaps lying in the compound of factory by the 

separator machine and passes through opener machine to remove leaves, 

cotton pods, sticks and small stones etc.

2. GINNING CLEANING :

After first process of cleaning, cotton is sucked by the SAW GINNING  

machine and passes through second cleaner machine to remove the remains 

of first process.

3. SAW GINNING OF COTTON.:

After second process of cleaning cotton is ginned by saw ginning 

machine and cotton lint and cotton seed is separated in this process.

4. LINT CLEANING :

Before pressing cotton lint is passed through lint cleaning machine, a 

new technology, at its final stage to clean it from all sort of foreign matter 

whatsoever.

17



After final process of cleaning lint passes to automatic Hydraulic press 

where It is pressed and packed in hussein cloth and baling hoops in shape of 

bale of 175 K.G. approximately.

OIL MILLS:

1. EXPELLER MACHINE ;

After ginning process, cotton seed is transfered to oil mill automatically 

through conveyor system where it is weighed with electronic scale before 

passing into expeller machine. The cotton seed i‘5  crushed Irtthis machine and 

crude oil and oil cake is produced. Crude oil is stored in tanks for refining and 

oil cake is shifted to stores for sale.

2. REFINING OF CRUDE OIL ;

Crude oil is shifted to refinery and refined with chemical and heating 

process. Crude oil produces oil dirt in process of refining as by product.

4 *^  CONSTRUCTION PERIOD (APPENDIX-3)

Construction of the project will be completed within one year and the

steps will be land purchase, placing order for supply of machinery, layout, 

building construction, installation of machinery electric fitting and test 

operation.

5. PRESSING:

18



Cotton Ginning - Pressing and Oil expelling is a simpleprocess and labour consuming also. The 
machinery and equipments are locally manufactured and available easily on order except lint cleaning 
machine which is imported'

4.5 MACHINERY AND EQUIPMENTS

S. No Item Unit Remarks

1. Land 6 Acres
2. Building Office 2184 Coveredarea Square Feet

Buildir^Parts Store 672 “

Production Hall Ginning 4800
Production Hall Oil Mill 4375 II

Storage Oil cake 8750 H

Labour Guarters 4000 il

3. Machinery

Saw ginning 8 Machines
Press 1 Automatic Hydralic
Lint Cleaner 1 Imported Machine
Expellers 20 for Crushing Cotton seeds
Ref i nary 2 For Oil Refining
Storage Tanks 7 Crude & Refind Oil Storage
Staff Jeep and Truck 2

19



4.6.1 Capital Cost of the Project

The Capital Cost of this project is estimated on the basis of prices of 1991 year as

4.6 INVEST M E N T

I'.......
s. No Item Cost (Rs. 000) Remarks

1. Land 1000
2. Building 3650
3. Ginning Machinery 3750
4. Oil Mill Machinery 1650
5. Oil Mill Machinery
6. Electrification 2000
7. Equipments 220
8. Vehicles 700
9. Cost of Layout 245 (2% of 1 to 6)
10. Pre Operating Exp. 1067 (As per 4.6.2)
11. Contingencies 428 (3% of 1 to 9)
12. Margin Money 4767 (As per 4.6.3)

Total 19477

20



4.6.2. PRE-OPERATING EXP.

S. No Item Cost (Rs. 000) Calculations

1. Project Manager Salary 96 Rs. 8000 P M x 1 2
2. Interest on land 129 Rs. 1000 X 12.9%
3. Interest

1) Building
ii) Machinery

iii) Electrification
iv) Equipments
v) Layout

742 Rs. 11515 X 12.9 x V 2

4. Admm Exp.

Total

100

1067

Misc. expenses during construction
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The working capital for the first year has been calculated as follows on the basis of data and 
informations collected from the existing units operating in 1991 and future demand.

4.6.3 WORKING CAPITAL

S.No. Item Cost 
(Rs. 000)

Calculations Remarks

1. Raw Material Ginning Factory 10769 18900MT^125x8x8900 8 days
2. Finished Goods 3375 5954 MT-:-125x3x23600 3 days
3. Raw Material Oil Mill 666 18900;-125x3x8900-3375 3 days
4. Ginning & Crushing Exp. 1080 18900^125x11x650 11 days

TOTAL 15890

Source

1. From own Funds 4767 30% from margin money
2. From Banks 11123 70% from banks

Total 15890
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1) NCSC investment as promoter of project 30% of capital cost Rs. 5843 thousand at 
interest rate of 15?  ̂ per annum withthe repayment period of ten years excluding one 
year of construction as grace period.

2) Borrowing from Federal Bank for Co-operatives or other financial institutions Rs. 13634 
thousand at interest rate of 12% per annum with repayment period of ten years 
excluding construction period of one year.

4.7 PRODUCTION PLAN AND RAW MATERIAL REQUIREMENTS

The project will be operated in the following capacity utilisation programme and will work at full
capacity in the fourth year.

4.6.4 FUND RESOURCES

S.No. Item Year I 2 3 4 Remarks

1. Capacity utilisation 70?/o 80% 90% 100% Infourth year 
working
at 100% capacity

2. Cotton 18900 21600 24300 27000 M/T.  Cotton for 
Factory

3. Cotton Seed Productiot 1 11932 13636 15340 17045 M/T. R. M for Oil 
Mill

4. Production In Bales 35000 40000 45000 50000 one bale of 175 K.6 
approximately
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After collecitng the yield data from the existing factories and discussion with the experts of this 
trade, minlnnum yield ratios have been assessed for operational results which are as under

4.8 YIELD RATIOS

S.No Item Yield % Remarks

GINNING FACTORY

1. Cotton Lint 1 31.50 After lint cleaning Process
2. Cotton Seed 63.13
3. Cotton Lint II 0.80 Waste of lint cleaning process
4. Waste 4.57 shortage of ginning process

Total 100%

OIL MILL

1. Refined Oil 9.40
2. Oil Cake 85.60
3. Oil Dirt 0.65

•

by product
4. Waste 4.35 Shortage of Oil Mill process

V

Total 100.00
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4.9 O U TP U T:

The project will operate at full capacity in fourth year and the output wil be same for the 
subsequent years. The production of each product for the first four years is as follows.

(UNITM/T)

S.No. Product Year

1.

2 .

3.
4.

5.

Cotton lint I 

Cotton lint II

Refined Cotton Seed Oil 

Oil Cake 

Oil Dirt

5954
151

1122
10214

78

6804
173

1282
11672

89

7655
194

1442
13131

100

8505
216

1602
14590

111

8505
216

1602
14590

111
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The purchase price of raw material and selling prices of output have been estimated after 
considering prevailing prices of 1991 and future trends which are expected- The results are 
based on the following prices. The export price of linIE has not been accounted for to avoid over 
estimation.

4.10 RAW MATERIAL AND OUTPUT PRICES

(UNIT M/T)

S.No. Item Purchase Price Selling Price

1. Cotton (Kappas) Rs. 8900 '

2. Cotton lint (best quality) Rs. 23600

3. ' Cotton lint (No II) 2000
4. Refined Oil 14000

5. Oil Cake 2800
6. Oil Dirt 3500
7. Export Price of lint (Fob) 34000
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4.12 PROJECT IMPLEMENTATION

The project wi!! be irn ^.leiriented by NCSC and later on cotton growers 

co-op society is propared to be farmed to take over the project.

4.13 SEASON OF CROP AND OPERATION ;

1) HARVESTING OCTOBFR TO JANUARY

2) WORKING PERIOD 125 (days) (THREE SHIFT BASIS)

S.No. Name of Month W. Days

1 October 10

2 November 25

3 December 25

4 January 25

5 February 25

6 March 15

TOTAL 125
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V. ORGANISATION AND MANAGEMENT

5.1 MANAGMENT POLICY

This project will be promoted by NCSC and management policy, for the 

period project is operated by NCSC will be determined by the managing 

committee of NCSC and after hahding over the project to society to be formed 

for this purpose, project will be operted under'the guidance and directions of 

managing committee of society.

Since the project is to be taken over by cotton grawer co-operative 

society, NCSC will set up a separate organisational structure to develop the 

managerial skill to be utilised by the society after its formation. The present 

management will work on the following guide lines for formation of society.

1. The society will work on pooling basis and after deduction of 

admn expenses, whole profit will be returned to growers.

2. Society v/ill supply all agricultural imputs to members and 

extension services also to Increase the per acre yield.

3. Society will be responsible to lift the whole production of 

members and make cash payment 75% of purchases and remaining at the 

end of season after adjustment of credit due and profit of operation.

4. Each member will be bound to allocate at least one acre of land 

for cotton cultivation and bring his production to society.
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5. At the first stage 7500 farmers will be registred as members out 

of oOOOO existing farmers covering 34000 acres of land for cotton growing. 

The following pattern of membership is proposed.

Land holdingMembers Allocation Total Acres

3-5 1500 2 3000

6-8 2500 4 10000

9-tO 3500 6 21000

TOTAL 7500 34000
->!C

5.2 ORGANISATIONAL STRUCTURE ^)

A separate organisation will be set up for this project operation and 

project manager will be directed by the board of directors of NCSC. The 

summarised operational functions are as follows.

1) Procurement

2) Production

3) Marketing

4) Administration

5) Accounts

6) Planning & Extention

5.4 TASKS OF EACH DEPARTMENT

1. PROCUREMENT

i) Purchase of raw materials for production.
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2. PRODUCTJON

i). Pfoductfon planning and production

ii) Maintenance of machinery

iil) Supervision of seasonal labour

iv) Yield and quality control.

3. MARKETING

i) Marketing of all products in the local market.

ii) Export of lint.

iii) Storage Planning

!v) Market survey and planning

4. ADMN

i) General adminsitration

ii) Transportation

iii) Co-ordination

iv) Mambership record

5. ACCOUNTS

i) Accounts & internal audit

ii) Receipts and payments

iii) Inventory control

ii) Purchase of imputs for members

30



6. PLANNING & EXTERSION

i) Promotional work for membership

ii) Supply of all imputs and extension services to members.

iii) Member education, motivation & training.
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VI FitslANCIAL ANALYSIS

6.1 ASSUMPTIONS:
■n,.

Financial analysis has been set forth under the following main 

assumptions.

1. Project life has been assumed ten years excluding one year

construction period and analysis for ten year has been shown.

2. Investment is completed by the end of construction year in 

various phases. Interest on land for full year, building, machinery and other 

capital expenditi.i'-e has been charged for six month on average withdrawl 

basis.

3. Production and overhead cost Is based on data and

informations collected from the existing units in 1991.

4. Fixed expenditure are constant cost and variable cost is

changing according to production.
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5. Depreciation has ueen charged according to service life of each 

asset on straight lifie method.

6. Salvage value has not been accounted for as depreciation has 

been charged according to service life of assets.

7. Sale realisation of cotton lint at local market prices has been 

calculated and export price which 40% higher at the time of preparation of 

project report has not been added in the sale revenues.

8. Provision for income tax has not been made as society will work 

on pooling basis and whole profit will be distributed among members in shape 

of price of raw material.
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VARIABLE COST OF FIRST YEAR (O.*. I I

h - (Rs. 000)

-S.No. ITEM COST CALCULATIONS REMARKS

1.

GINNING FACTORY

Raw Material 168210 18900 M/T X 8900 70 % Capacity

2. Labour Ginning/Pressing 280 35000 Rales x 8

3. Packing Charges 2170 35000 x 62

4. Repair & Maintenance 105 35000 X 3

5. Electricity 2289 625x 6105 M/T + 2 0 % x 1 /2

1 Loading unloading 105 35000 x 3

7. Wages 51 72800^ 50000 x 35000o

8. Hussein Cloth 50 50000 X 1

9. Selling Exp. 420 0.30% of sales of lint

10. Interest on working capital 1103 At rate of 17% For seven months

TOTAL 174703

1
1.

OIL MILL

Wages 302 431 X 70%

2. Repari & Maintenance 150 Estimated on the basis of actual

3. Oil Refining 200 Estimated on the basis of 1991

4. Electicity 2289 1/2 on the basis of Motors H.P

TOTAL 2941

G. TOTAL 177724
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Repayment Schedule For 
Long Term Loans 
Loan Amount 19477 
No. of Payment 10 
Grace Period 1 Year 
Rate of Interest 12.9%

(6.3.1)

(Rs. 000)

Year

!

Amrnorti^alon Balance Rate of 
Interest

1

Annual
Interest

Repayment Cumulative
Repayment

1. II 19477 12.90% II II ♦I

2. 1947 17530 II 2513 1947 1947

3. 1947 15583 II 2261 1947 3894

• 1947 13636 II 2010 1947 5841

1947 11689 t< 17.59 1947 7788

6. 1947 9742 II 1508 1947 9735

7. 1947 7795 II 1275 1947 11682

8 1947 5848 II 1006 1947 13629

9. 1947 3901 II 754 1947 15576

10. 1947 1954 II 503 1947 17523

11. 1954 II II 252 1954 19477

38



o
H
>

CO

Oo
S
.3

<Q
CD
n
o
it/
O')

to

: p
cp6TI
a>
w

< 2 '

m
X
■D

<r\

oo
w

o
Q]

tr

O
O
Hi

o
O )ni
>
r-
r
O
o
>
- I
m
a

O
H
>r-

<
ct>rro'
CD'01

CO

mja
c
to’
3
CD
2 .
oT

ro

03o
g ;
3
CD

CD
c
S
rj'
(Q

>
W
W
m
H
O)

» -
o

4;̂ro
0 3

o
CJ5

N )
- O

'vl
O
o

ro
ro
o

-sj

o

CO

s
o

O

cn
03 00

<yy
CO
ro

CO
o
cn
o

o
CO
ro o

CD

cn
CO

( w
'-sj

00
o

fO

ro

00

O )
00

cn ro
o

ro
o

<T>
O

rocn ro
N)

S

CO
z
o

oo

oo
0)
o'
3

(/) Q)

o
m
TJ
3Dm
o

o
z
CO
0
1  m
o
c
r-
m

Q. O0) (D =?. *D O ~ 
3

0]
V)

(D

P
CO

ro

39



®  p  

O  1  

« 1  

^  < ' 
=I ® 
o  O  

^
'  o  

c  
a  f

5 -  g

1 °  
CO S

S ’
U)

,ZT

i ?  

i  I

M
<
CD
O
P
C/)
ZT

P

O
fl)
(/)
z r

5T

o

B)

Z j’

o
3
CD

v ;

z
<D

o
0)
cn
z r

5 "

o
$

n
X
(D
CL

o
o
Uii—¥

O
o

S
r !.
O '
c•—V
o

<

O
o
cnr-^

CO
CU
CD
<n

Z
<
m

< 3

3
m
z
H

1

<D
■1̂
--J

1

CO

•>j

to

3

1
—L

U1
CO
o i

to
-p>-

1

CO
00
CO
CO

cn
cn
00
4̂ II

cn
cn

ro
o
00
00

■'J
CJ)

ro ■vj
ro

CD
cn
00
CD
CJ5

- j.

<
(0
CD

1
CD
CO—k.
ID

cn 
ro 
—k
o>

1
-vl
ro
CO
ro

O )
cr>
CD II

CD
(J>
CJ>

ro
o
00
00

00
•-J

ro
o
CO

00

ro

CO
CT)
ro

ro

1
CO
CD

O

cn
CO
'v j
(O

+

CJl
ro
CO

■vi

cr> II

-si
■sj
CD

ro
o
00
Oo

CD
00
-p>-
CD

ro
ro
00
cn
o
ro

ro
CO
00
00
cn-L

CO

+

00wk

c;i
-p»-
fO

CO
CO
o>
00

00
00
CO
(O II

a>
00
00
CO

ro
o
00
00

O
CD
ro
'vj

ro
cn
CO
00
CO

ro
CD

00
00

■tk

Ol
ro
-vi
(£)

■vi
CD
00

-L
00
ro
o
•vi

00
00
CO
CD II

00
00
00
CO

ro
o
CD
00

o
CO
ro
'nI

ro
cn
00
00

ro
CD

a

00

CJ1

o
cn
N>
-p»-

ro
4:>.
cn

to
-vl
o

cn

00
00
CO
CD

II

00
00
00
CD

ro
o
00
00

_L
o
CD
ro
•vi

ro
C71
00
00
CD

ro
CD

00

o>

4̂
rvi

2

CO
-vl
cn
'sj

CO
cn

§
cn

00
00
CO
CO

II

CXI
00
00
<D

ro
o
00
00

o
CD
ro

lO
CJl
00
00
CD

ro
CD

00
00

'J

—1. 
-nI 
O)
o
O)

CO
00
ro
cn

-F̂

ro

00
00
03
CD

II

00
00
CO
(D

ro
o
CDCD

o
CD
tv>
~vl

lO
(J1CO
00
CD

roCD
4-̂
00

00

09

ro
o
cn

<D

ro
CO
-p>-
CO

C71
CO
cn
a>
CO

00
00
00
CO

II

00
Oo
CO
CD

ro
o
00
00

o
(D
ro

ro
cn
00
00
CD

ro
CD

00

00

<o

ro

cn
o
o
00

CJ5 
•vi —k
O)
CD

00
CD
O
cr>

's i
CD
•vl

00
00
CO
CD

ro
o
00
00

o
CD
ro
-nI

ro
cn
00
00
CD

ro
CD

w

00

O

0  
>  
0 )
1

o
0
1  
>
30
H

30
(0
o
oo

O)

40



z
H
m
33
'Z .
>
r“

5i
m
O
"n
33
m
H
C
33

o>

41



1. PAY BACK PERIOD
i) Pay back period 3 Years (per 6.4)

ii) D iscounted pay back period 4 years (as per 6.4

2. BREAK EVEN POINT (For first year)

Fixed Expenditure contribution per unit 

7672 y  18900 = 0.4059 (Contribution per unit)

5419 I - .4059 = 13350 M /T

3. Net persent value Rs. 24557 (Thousand as per 6.4

i) I.R.R. 36.25%  (as per 6.4.1)

ii) Benefit Cost Ratio 2.26 ( 4 4 0 3 4 1 9 4 7 7 )

4. Benefit to Farmers (For ten years)

Total contribution - Total fixed Exp.-^ total R. Martenal purchase 

102759 - 41883 = 6087600(>7253800 = Rs. 240 M /T

5. Financial Viability

i) On the basis of above. finaQcial analysis, the project can be said 

to be viable. Interna! Rate of Return is 36.25%  which is quite high 

considering the service life of the project which is more tlian 20 

years in reality.

ii) The above results have been calculated on the basis of local 

market prices while society will export cotton lint after exploring 

foreign market and income of the project can be enhanced from 

20% to 40% keeping in view the export prices of lint.
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VIII. BENETITS AND RECOMMENDATIONS 

8.1 BENEFITS : fart sl .

1. The project will increase the income of member farmers by using 

domestic raw material and specially by increasing the per acre 

yield which is low at present.

2. The project wiir generate on average added value of Rs.'6087

thousand for ten-yer. - .
. ...... ... .. .. ,

3. Permanent employment will be provided to 36 persons and 157

seasonal skilled and unskilled labours will be provided non 

farming source of income in the village side where no source of 

income is available to landless people.

4. The project can help industrialisation in the area.

5. The eproject can start' social welfare activities in the area like

educaiton, medical and recreaction facilities for the general 

pubic.

8.2 RECOMMENDATIONS

1. NCSC as promoter should give better service to farmersof the

area to convince them for formation of cotton growers Co

operative society as early as possible.
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2. From the very beginning NCSC should concentrate upon the 

export of cotton lint to enhance the value addition of raw material 

consum '^ by the project and for creating more surplus for the 

suppliers of raw material.

3. NCSC and Federal Bank for co-operations should support the 

project and rate of interest should be reduced from 15% to 10% 

and from 12% to 6% respectively.

4. Government should give grant to implement the project which 

has been designed for the upliftment of rural area.

5. Keeping in view the economic and social impact of the project 

onthe rural and backward area where 200 persons will earn their 

livelihood, International donor agencies should support the 

project and donation should be given equivalent to debt amount 

of project so that project should start other social welfare 

activities from the beginning in addition to economic benefit of 

the members.
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ADMINISTRATIVE EXPENDITURE

(APPENDIX - 1)

S.No. Head of Account
Expenditure 

Estimated 
(Rs. 000)

1. Salary to staff 856
2. Insurance 50
3. Rent, Rates and Taxes 50
4. Building repairs 50
5. Overtime to staff 70
6. Petrol, maintenance of vehicle 100
7. Conveyance to staff 20
8. Stationery 20
9. Entertainment 30
10. Telephones 75
11. Postage & Telegrams 25
12. TA/DA to Staff 50
13. MISC. Exp. 25
14. Office electricity 50
15. Repair & Office renovation 50
16. Audit fee 24

TOTAL 1545
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SALARIES OF REGULAR EMPLOYEES

(Appendix l-l)

S.No. Designation No. of Post Annount 
(Rs. 000)

Basis

1. Project Manager 1 96 8x12x1
2. Officers 6 252 3.5x6x12
3. Assistants 8 163 1.7x8x12
4. Agricultural Assistant 2 41 1-7x2x12
5. Yield & Quality Assistant 1 24 2x1x12
6. Steno Grapher 1 30 2.5x1x12
7. Steno Typist 1 24 2x1x12
8. Clerk 7 101 1.2X7X12
9. Driver 2 36 1.5x2x12
10. Peons 4 48 1x4x12
11. Chowkidar 2 29 1.2x2x12
12. Sweeper 1 12 1x1x12

TOTAL 36 856
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FIXED & VAR3ABLE WAGES OF SEASONAL LABOUR
Appendix 2

S.No Designation No. of Post Amount 
(Rs- 000)

Basis

1.

GINNING FACTORY 

§ 9wgin Fitter 2 37.8 2.7x2x7
2. Assistant Fitter 2 21.00 1.5x2x7
3. Oil Man 16 95.20 .85x16x7
4. Saw Man 2 14.00 1x2x7
5. Press Driver 1 17.5 2.5x1 x7
6. Assistont Driver 1 10.5 1.5x1x7
7. Oil Man 2 11.9 .85x2x7
8. Walveman 2 14.0 1x2x7
9. Cobbler 1 4.9 .70x1x7
10. Weight Clerk 7 49.0 1x7x7
11. Electrician 1 17.5 2.5x1 x7
12. Assistant Electrician 1 10.5 1.5x1x7
13. Overtime 68.95 (25% O f 1 to 10)

TOTAL 38 373.00 MONTHLY

1.

OIL MILL 

Expeller Man 1 21.00 3x1x7
2. Arristant Expeller Man 3 31.50 1.5x3x7

■ 3. Oil Man 15 89.50 .85x15x7
4. Refinning Man 1 14.00 2x1x7
5. Record Clerk 2 14.00 1x2x7

TOTAL 22 170.00 MONTHL

1.

VARIABLE WAGES 

Ginning daily Wages labour 14 73 40x14x130
2. Oil Mill daily wages labour 83 431 40x83x130“
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CONSTRUCTION SCHEDULE

St^PS

A.

B.

C.

D.

E.

F.

G. 

.H.

Purchase of Land 

Layout of Project 

Order for Machinery 

Construction of Building 

Machinery arrival 

Machinery Instalation 

Electric Fitting 

Test Run

(APPEN DIX - 3) 

Length of Period Remark

1 month 

1 month 

1 month 

6 month 

6 month 

3 month 

3 month 

1 month

After A 

After A with B 

After A & B 

After A,B, C and D 

After d

After D with F 

After F & G

TOTAL LENGTH 12 M ONTHS
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5.5, ORGANISATIONAL CHART ( ^ A P P B / ^ D / X -  S  J

C .B

BOD

Proj
Man;

iect
ager

' Ptocurement Production Marketing
‘ Cifticor Officer Officer

A-Jsisr (1) ■ Assist (1) Assist (1)
i 1.-!) Yield & Clerk (1)

Quality
Peon (1) Assist (1)
Sepooal Seasonal
Labour(7) Skilled

Labour(36)
Seasonal
Unskilled
Labour (114)

Total (11) Total (153) Total (3)

1. PERMANENT EMPLOYEES 36
2. SEASONAL EMPLOYEES 157

TOTAL 193

Admn.
OUice/?

Assist (1) 
Clerk (2)

Steno (1) 
StenoTKWO 
Driver (2)

Chowkdar (2) 
Sweeper (, , 
Peon (2)

Total (13)

1.
2.
3.
4.
5.
6. 
7.

Account
Officer

Assist (3) 
Clerk (2)

Peon (1)

Total (7)

PLANNING & 
Ext. Officer

Supply 
Technical 
Assist (2) 
Clerk (1) 
Assit (1)

Total (5)

DEPARMETNTAL POSITION 
PROJECT MANAGER 1 
PROCUREf^ENT 11
PRODUCTION 153
MARKETING 3
ADMN. 13
ACCOUNTS '  7
PLANNING & EXTENSION 5 
TOTAL 193
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A C K N 0 W L E D G E H E N' T

T'he Fi 11 h I C A / J a p a n  T r a i n i n g  Cour se for- St r eng t i")en i ng

M a n a g e m e n t  o-f A g r i c u l t u r a l  C o o p e r a t i v e s  i n r A s i a  (October 22, 1990

to May 10,1991) s p o n s o r e d  by the I n t e r n a t i o n a l  C o o p e r a t i v e  

A l l i a n c e  (ICA) and -funded by the g o v e r n m e n t  of J a p a n  h e l d  in 

India, Thailand,, J a p a n  and Korea, h a v e  g i v e n  me t h e  best 

C! p p o I'-1 li n i t y t o u n d e  r s t and trie c o n c:; e p t o -f i n t e g r" a t e d a o o p e r a t i v e 

m a n a g e m e n t  and techniques,,

I am hcinored to h a v e  the said o p p o r t u n i t y  h e l p e d  me to 

u n d e r s t a n d  the v a r i o u s  a s p e c t s  of A g r i c u l t u r a l  C o o p e r a t i v e s  

e s p e s c i a l l y  in my c o u n t r y  and the o t h e r s  in Asia,, It a l s o  

p r cjV i d e me wit h the k n ow 1 edg e and i n t er' est on i n c r" e a s  i n g 11"i e 

t a r m e r s i n c o me in d i + -f e r' e n t ways, c o n si d e  r i n g fa r- m e r s a g r j. c u 1 1 u r a 1 

s i t u a t i o n  and problems,,

For' t h i s Va 1 uab 1 e op p or t un i t y ,, I w o u 1 d like t c! e p  r e s s  my

g rateful t h a n k s  to the f o l lowings

1„ P r o j e c t  D i r e c t o r  M„v„ M a d a n e  
F-'rnject SSecretary A„H„ G a n e s i a n  
Internati onal C o o p e r a t i  ve A 1 1 i a n c e  
F^egional O f f i c e  for S o u t h e a s t  As i a  
New Delhi, India

2„ Gen., A r c a d i o s  S,, L o z a d a  
C h a i r m a n ICA R (j A F- 
ESecretary General
Cooper" at i Ve Un i on o-f t he Pi"i i 1 i pp i nes

and to

Ms,, Cor as on F"‘., Leg asp i 
Ms,, N a n c y  F„ M a r q u e z
.Coo{“■ er" a t i Ve U n ion of t h e  Pl"t i 1 i pp i n es 
M anila^ P h i l i p p i n e s



3 : !■■'  r o f e s s o r A „ H „ K a 1 r o , v . R . G a i k w a d ,, v „ K: G u p t a G  „ S „
Gupta,, and Ftamnesh G u p t a
I nd i an I n ist i t ut e o f Man a q e m e n  t Ahmedataad ,, Gu.j ar a t ,, I nd i a

4„ Mr,, J o e y  F-'ac:: i-F i c a d o r , N a tional Fo o d  A u t h o r i t y ,  Jaro,"
I l o i l o  City

5. iEnqr,. A l e n i s  Belonio, Central; P h i l i p p i n e  U n i v e r s i t y ,
Jaro, Iloilo City

My special t h a n k s  is a l s o  e x t e n d e d  to Ms. M e l i n d a  B„

Aricaya,, Mrs., L o u e n d a  A„ G u l m a t i c o  and Mj'" „ C r i s p u l o  P, R o b l e s  

c;oni5u 11 a n t , be:)ok i-::eeper anci chai r(Ban r e s p e c t  i ve 1 y o-t- 11 oi 1 o S e o o n d  

A r e a  Mar ket i ng C o o p e r  at i v e , I nc: „ f or t he i i'- u n s e  1 -fish s u p p o r  t i n

the p r e p a r a t i o n  of my p r o j e c t  study,,

Lastly, I e x t e n d  my h e a r t f e l t  g r a t i t u d e s  to the l"i n a n c e

□ f f i c: e r o -f C ci o i:;i e r■ a t i v 0 F o u n d a t i o n P h i 1 i p p i n e s , I n c , i n M a n i 1 a , 

Mr= R o m i l o  V„ Tasic, who in one way or a n o t h e r  m a d e  the 

pr -ep ar" at i on o-f my p r o .j ec t pr" op osa 1 easi er .

AMiELITA P„ P R O V I D O
11 o i 1 o 2 r! cJ A M C , I n >. 
Pcitotan, Il o i l o  
F'hi 1 i ppi nes



C h a p t e r  1 

S U M M A R Y

1,1 T h e  p r o p o s e d  p r o j e c t  is e n v i s i o n e d  to e s t a b l i s h  a s t r o n g  

C o o p e r a t i v e  O r g a n i z a t i o n  w h i c h  can c o m p e t e  in the op e n  m a r k e t  

b(“51 h on mar k et i n g an d p r oc:: ess i n g■ o f its me(nta er s j:;s r" od l.ic ed an d 

p r o v i d e  g e n u i n e  and low cost s u p p l y  of f a r m  inputs.

1=2 The p r o p o s e d  p r o j e c t  will be u n d e r t a k e n  by Ilo i l o  Small 

F a r m e r s  I n t e g r a t e d  M a r k e t i n g  C o o p e r a t i v e ^  c o v e r e i n g  si;-: <6)

Muni c i apl i t i es with F'ototan as its center,, and its n e i g h b o r i n g  

t o w n s  of B a r o t a c  Nuevo, Dingle, Dumangas, M i n a  and F'assi „

1.3 The main o b j e c t i v e  of t h i s  propiosed p r o j e c t  is to

i n c r e a s e  t h e  i n c o m e  of its f a r m e r—m e m b e r s  by p r o v i d i n g  v a l u e  

a(:;id i t i on on f ar mer s pr o d u c e  t h r oug|-i acc ess t o pr oper -f ac i 1 i t i es 

ni.a i n 1 y t ri e p r o c e s s i n g o f it s |::) r o d u c: t a n d t h e ia t i 1 i 2 i o r i o f i t s !□ y -- 

pi'"oduct,, It wi 11 a 1 so p r (jvi de regular- supp) 1 y o-f the r'leeded 

a g r i c u l t u r a l  i n p u t s  and w a r e h o u s i n g  f a c i l i t i e s  t h r o u g h  a no 

p 1'" o f i -fc a n d n o loss b a s i s „

1.4 T h e  p r o p o s e d  p r o j e c t  a i m s  to d e v e l o p  t h e  f a r m e r s  'bo

b e c a m e  self r e l i a n t  by e n c o u r a g i n g  t h e m  'to p a r t i c i p a t e  in the 

b u s i n e s s  a c t i v i t i e s  of t h e i r  C o o p e r a t i v e  and p r o v i d i n g  t h e m  with 

a c o n t i n o u s e d u c a -fc i o n p r o g r a m , .

1.5 The e s t i m a t e d  i n v e s t m e n t  cost for O r g a n i z a t i o n  and

e5-3t:ab 1 i-shmen-t of Proce-ssing Plant, bo t h  cjn padd'y and it-s by-- 

p r o d u c t  (F^o'tary f~lash D r yer and C h arcoal B r i q u e t t i n g )  amoun'ted 'to



O n l y  f-OLAr M i l l i o n  P e s o s  (F-' 4,| 000,, 000., 00) A l t h o u g h  t h e  p r o j e c t  

has a c o m p o n e n t  on s a v i n g s  m o b i l i s a t i o n  and c o n t i n u o u s  c a p ital

b u i l d .up, it is d e e m e d  n e c e s s a r y  that the a m o u n t  s t a t e d  will be

r e l e a s e d  i m m e d i a t e l y  upon the a p proval of the project,. T h i s  is 

b e c a u s e  of t h e  t i m e  e l e m e n t  i n v o l v e  in t h e  o r g a n i z i n g  and 

c a m p a i g n  process. (Prefer to Ti m e  F'lan).

i .6 T h e  p r o j e c t  is a s s u m e d  to h a v e  a m i n i m u m  p e r i o d  of 10 

y e a r s  and the i m p l e m e n t a t i o n  p r o c e s s  will s t a r t  i m m e d i a t e l y  upon 

approval and r e l e a s e  of funds.

1 . 7 T i"i i s p r o p o s e  d p r" (:;■ j e c t is e n v i s i o n e c:i to help t h e  1,410 

f a r m e r  m e m b e r s  and wi t h  the plan to i n c r e a s e  the m e m b e r s h i p  and 

e x p a n s i o n  to o t her m u n i c i p a l i t i e s  are d e e m e d  v i a b l e  in the future.

1.8 T h e  v i a b i l i t y  of the p r o p o s e d  p r o j e c t  is j u s t i f i e d  in 

d e t a :i, 1 in t r i e F i n a r"i c i a 1 A n a 1 y s i s a s -f o ]. 1 o w s s

a. F"’ay b a c k  p e r i o d  is 2.3 y e a r s  b a s e d  on the a v e r a g e  

annual i n c o m e  of 1„73 m i l l i o n  p e s o s

b„ NF>V   11,, 7 4 1 , 8 0 3

c. BCF< 2 . 9 3 5

d „ I F?R

e. BEI3 - 1 0 5 , 6 5 8  s a c k s  at 5 0 k g s / b a g  in t e r m s  of

n u m b e r  of s a c k s  of p a d d i e s  p r o c e s s e d  at the m i l l i n g  

fee of P 2 0 / b a g  b ased on s e c o n d  year of o p e r a t i o n .

1.9 I n t e g r a t i o n  cif activitiei5 such as Backward, F“or w a r d  and 

F-lor i z ont a ]. I n tegr at i on wi 11 be undei'-1 ak e n  by t li ;i. s pr-ops::ised



p r o j e c t  to a c h i e v e d  its main o b j e c t i v e s  o-f i n c r e a s i n g  the f a r m e r s  

i n c o m e  w h i c h  will e v e n t u a l l y  lead to the e l e v a t i o n  of t h e i r  

p r" s 5 e n t 1 :i. v i n g con d i t i o fi



In the Phi 1 i ppines ,, the d e v e l o p m e nt of the c:o u nt ry •' s' 

a g r i c u l t u r e  is .the h i g h e s t  p r i o r i t y  at the g o v e r n m e n t  today, F'or 

the past years, high a g r i c u l t u r a l  p r o d u c t i o n  is not a t t a i n e d  

d e s p i t e  of the f a v o r a b l e  c l i m a t e  and soil „ Worse, for t h e  past 

d e c a d e s ,, the f ar" tjier s wh i ch ar"e c onsi der ed as t he b ac k b o n e  of t he 

;;ountry;i find t h e m s e l v e s  in mo r e  a g g r a v a t i n g  s i t u a t i o n .  With 

=ach p a s s i n g  year t h e r e  s t a n d a r d  of living w e r e  d e g r a d i n g  to the 

p o i n t b e 1 o w t ii e p o v e r t y  1 i n e „

□ n t I' l e o t h e r h a n d , t h e p r’ o v i ri c e o f 11 o i 1 o i s c on t i n i..i ou s 1 y 

a c c l a i m e d  the "F-OOD B A S K E T  OF THE N A T I O N ^  for it t o p s  crop 

p r o d u c t i o n  e s p e c i a l l y  in paddy,, Mango,i C o f f e e  and C a c a o  p l a c e  

Il o i l o  a m o n g  the top ten p r o d u c e r s  in the country. Its n o r t h e r n  

c o a 5 1 1 i n e s p r o d u c e s l::i a u n t i f u 1 h a r v e s t o f f i s h p 1 a c i n g a q a i n t h i s 

p r o v i n c e  as n u m b e r  one p r o d u c e r  of s e a f o o d s  and o t h e r  m a r i n e  

products,

- i-iowever,, d e s p i t e  of the f a v o r a b l e  s t a n d i n g  of the province,, 

the m a j o r i t y  of the f a r m e r s  in the ar e a  s u f f e r  f r o m  the sa m e  

p r o b l e m  wi t h  that of the o t h e r s  t h r o u g h o u t  the country,. It is 

t |-'i i s r e a l i t y  to w h i c i" i t h is p r" o j e c t e v o 1 v e s . T ri e s u c c; e s s f t h i s 

u n d e r t a k i n g  will h a v e  a t r e m e n d o u s  e f f e c t  on the l i v e s  of the 

f a r m e r  b e n e f i c i a r i e s „  It is about t i m e  that their' p l e a s  s h o u l d  

be h e ard for if the P h i l i p p i n e s  will h a v e  to be e c o n o m i c a l l y  

stable, it m u s t s t r e ri g t h e n :i. t s e c o n o m i c . b a c i-;: b o n e , t h i e is m a 1 1 

f a r m e r s „

CHAPTER 2s BACKGROUND

2, 1, OVERALL SITUATIONS



The t a r g e t  ar e a  o-f the p r o j e c t  will c o v e r  six 

m u n i c i p a 1 i t i e s  i n the pV" o v i n c e o i 1 1 o :i. 1. o wit h t h e tow n o -f P o t a t a n 

a 5 i 1 5 c enter",, 11 o i 1 o p r o v i n c e co v e  r s 4 3 m Li n i c i p a 1 i t i e s:; wi t h  t h e 

total land ar e a  o-f 470,, 183 h e c t a r e s  (has) c l a s s i f i e d  into 

com m e r c i a l  f o r e s t  land, non--commerci al f o r e s t  land,, b r u s h  land, 

open land and c:ogona 1 „ The c u l t i v a t e d  a q r i c u  11 u r a  1 1 anci ai-"ea

c o v e r s  329,, 204 h e c t a r e s  or 70%.

2.2 Area of Project

T h e  tar-get p o p u  1 at i on a v e r a g e  f ami 1 y i n c o m e and

eKpenditures,, c r o p p i n g  p a t t e r n  and a v e r a g e  p r o d u c t i o n  at the

«
p r" Q p o e d p r o j e c t ,, i s p r e s e n t e d b e 1 tj w s

2„2.1 Popula€ion in the p r o j e c t  areas

T h e p o p u 1 a t i o n o f ■ 1 1'1 e s :i. m i,i n i c i p a 1 i t i e t o b e c o v e r" e d b y

t !"i i s p r o .j ect are as f o 11 c»ws s

M U N I C I P A L I T I E S
MD„ OF 

H a U S E H O L D S
i

MA L E
P O P U L A T I O N

F E M A L E TO TAL

1. B a r o t a c  Nvo„ 5,, 990 17,131 17,145 3 4 , 2 7 6

o D i n g 1 e 5 , 3 8 7 14, 5(34 14,595 2 9 , 1 7 9

• . . ! *  a D u m a n q a s 7,, 520 2 0 , 5 6 4 2 0 , 6 7 7 41,241

4„ Mi na 2, 184 6 , 2 4 3 6, 047 1 2 , 2 9 0

5 = f-'assi 8 , 4 0 9 2 4 , 1 6 2 2 3 , S26 4 7 , 9 8 8

6„ F'ototan 7., 964 2 1 , 8 3 4 2 2 , 7 9 0 4 4 , 6 2 4

T' 0 T- A L 3 7 , 4 5 4 10 4 , 5 1 7 1 0 5 ,080 2 0 9 , 5 9 8



2.2»2„ A v e r a g e  F a m i l y  In c o m e  and E x p e n d i t u r e  by F a m i l y  Inc o m e  Clast

U r b a n  and Rural A r e a  of the Projects

N0„ OF A V E R A G E  A V E R A G E
IN C O M E  C L A S S  F A M I L I E S

1„ U n d e r  P 6 , 0 0 0  2 5 , 4 1 5

2„ 6 , 0 0 0  - 9 , 9 9 9  161, 8 0 6

3„ 10,000 -• 14,999 2 2 6 , 2 4 8

4 „ 15, 000 1 9, 999 1 59, Ci03

5„ 2 0 , 0 0 0  - 2 9 , 0 0 0  1 4 8 , 8 9 7

A„ 3 0 , 0 0 0  -- 3 9 , 9 9 9  5 8 , 2 6 2

7, 4 0 , 0 0 0  4 9 , 9 9 9  , 4 9 , 6 1 3

S„ 6 0 , 0 0 0  - 9 9 , 9 9 9  2 9 , 2 6 5

9. 100 and a b o v e  2 3 , 0 4 4

Total 8 8 1 , 5 5 3
Ltn nr: u::: :;-j: nn: ::n: ::n:

T he latest <:::e n s u s  on I n c a m e  Ex pend i t u r e  conduc;ted I::)y trie 

(NCSQ) N a t i o n a l  C e n s u s  and EStatistic o f f i c e  in its ' 1985 

s u r v e y  s h o w s  that Il o i l o  has a total of 2 3 3 , 9 4 4  families,. M"?esults 

s h o w e d  that the total annual inc o m e  r e a l i z e d  was about P 5 8 „ 0 0  a 

day at 'an' a v e r a g e  of F-'21,244 per f a m i l y  per year, 26% of the 

total f a m i l y  i n c o m e  fall b e l o w  F-'10,000 per year per family.

2 „ 2 . 3  C r a p p i n g  Patterns

T y p e  of F'arm F i r s t  Crop Se c o n d  Crop T h i r d  Crop

% INCGME E X P E N D .

3 3,881 4, 400

18 7,991 8, 588

26. 12,463 12,334

18 17 , 3 2 4 16 , 7 4 7

17 . 2 4 , 0 3 8 22., 311

6. 5 3 4 , 2 4 9 3 1 , 3 6 5

sr* nr 
: J  -.J 4 8 , 2 7 0 4 4 , 7 0 0

<

-79,527 6 6 , 9 4 8

./ji 2 0 7 , 4 8 4 1 4 3 , 7 1 0

ck:> P 2 4 , 8 0 7 P 2 2 , 310

1, I r r i g a t e d  J a n - A p r i l  M a y.Au g u s t  £>ept „--•Dec „

2 „ N o n --1 r r i g a t e c J - J u n e.£> e p t , 0 c: t „ - .Jan,.

3 U p 1 a n (j -■ J i.A 1 y -■ A i..i q „

U p l a n d  F a r m e r s  got t h e  m arginal i n c o m e  s i n c e  t h e y  p r o d u c e



p a d d y  o n c e  a year and th e y  h a v e  a lesser p r o d u c t i o n  c o m p a r e d  to

i i-r :i. g a t e d  and n o n .ir r i g a t e d  areas,, Their i n c o m e  i n c r e a s e s

t h r o 1.A g h ‘ p ]. a n ting a i..i i 1 i a r y c r" a p s like m o n go, beans, w a t e r m e 1 o ,, 

r o o t c r o p s  corn and r a i s i n g  poultry,, hog,, goat and o ther a n i m a l s  

i n t h e i r" b a c k y a r d » ^

Iloilo has an a v e r a g e  m D n t h l y  .rainfall of 152., 72 cm,, with 

the a v e r a g e  t e m p e r a t u r e  for the year r e g i s t e r e d  at 2 E L 6 8  C and 

with an a v e r a g e  h u m i d i t y  of 76--25 %„

2 » 2 „ 4  A v e r a g e  P r o d u c t i o n  Per H e c t a r e  <Iloilo)

C R O P  Y E A R  •- 19E39 ,
T Y P E  OF f-ARH P R O D U C T I O N  (mt)

a. I r r i g a t e d  ' 4„33

b„ Non"“Irr i g a t e d  3„ 5 5

c= U p l a n d  2„ 1 8

T j-1 e p r o p o s e d A r e a Marketing' C o o fj e r a t i v e ,, is t c:i b e 1 o  r  ate c;l 

in the to w n  of P o t o t a n  in the central part of Iloilo,, F^3r th i s  

project,, only' si;-; muni c i pal i t i es w i t h i n  the ar e a  of c o v e r a g e  

is to be included,, The t a r g e t  benef i ci ar i es c o m p r i s e s  6 9 %  or

77 of the r e g i s t e r e d  S a m a h a n g  N a y o n / F a r m e r s "  S o c i e t i e s  in the 

ar e a  with an a v e r a g e  farmer-•-members of 18 ea c h  as s h o w n  belows

4



iiuni ci pal i ti es 
c o v e r e d

1. BtaCn N u e v o  

2„ D i n g l e  

3„ D u m a n g a s

4 „ 1-1 i n a 

5„ Passi

6. P o t o t a n

N u m b e r o f f ? e q i s t e r e d 
S a m a h a n g  N a y o n s

11

29

10

35

29

T a r g e t  
S N " m e m b e r

29

19

8

7

19

Total 136 77

2 .3 S p e c i f i c  P r o b l e m s  of t h e  F a r m e r s  in t h e  P r o j e c t  Area.

Th e r e ar e var i ous p r ob 1 ein5 t hat b e set t h e t ar g et f ar mer ■■••• 

m e m b e r s  in t h e  ar e a  w h i c h  r e s u l t e d  to the, c o n t i n u o u s  d e c l i n e  of 

their e a r n i n g  potent i a l s .  A l t h o u g h  p r o d u c t i o n  t e c h n o l o g y  do e s  

not c o n s t i t u t e  the main issue, the f o l l o w i n g  are d e e m e d  v e r y  

5 e r X o u s b e c a u s e it v i r t u a 1 1 y d r~ i v e t l'"i e m i n t c:j s  u  b s t a n d a r d living 

con d i t i o n .

1„ V e r y  low i n c o m e  f r o m  f a r m i n g  and o t h e r  a g r i c u l t u r e  

r e l a t e d  activities.,

2. C r e d it fa c :i. 1 i t i e s for p r o d u c: t i o n an d i n p u t s

r e q u i r e m e n t s  n e e d e d  by the f a r m e r s  w e r e  ve r y  

c o s t l y / e x p e n s i v e  due to the l i m ited v i a b l e  f i n a n c i n g  

a s s i s t a n c e  f r o m  t h e  g o v e r n m e n t  and p r i v a t e  sectors,. 

A l t h o u g h  t h e  g o v e r n m e n t  a s s i s t a n c e  t h r o u g h  the Lahd 

B a n k  of the P h i l i p p i n e s  is a v a i l a b l e  it i n v o l v e s  a lot 

of r e q u i r e m e n t s  w h ich s o m e t i m e s  m a d e  it i n a c c e s s i b l e  

to the small farmers. '



3n Market:!, ng of -fanm producs:, The t a r m e r B  d e p e n d  on 

p r i v a t e  b u s i n e s s m e n  far the ' m a r k e t i n g  of t heir 

products. G o v e r n m e n t  s u p p o r t  t h r o u g h  the Nat i o n a l

F o o d A u t h o r i t y ;i. s d e e m e d i r i a d e u ate f o r t h e i r n e e cj s „ 

T h i s  u s u a l l y  l e ads to l o s s e s  on the part of the 

f a r m e r s  b e c a u s e  the total e a r n i n g s  d e r i v e d  fr o m  the 

s a l e  of their c r o p s  is lesser than the total 

p r• o d Ic t i o D c: c:i s t s ̂

4„ F a r m e r  o r g a n ! s a t i o n s  do not g r o w  b e c a u s e  of l i m i t e d  

e d u c: a t i o n a r'l d t r a i n i n g pr o g  r a m s „ T ii i s w a s  b r■ o i ,.i q i-11 b y

the a b s e n c e  of a c lear and s e r i o u s  p r o g r a m  f r o m  the

g o v e r n m e n t  and the lack of the i n i t i a t i v e s  and g e n u i n e

C O ncer"n f !'“om t h e  pr i v a t e  s e c t o r  „

5= The a b s e n c e  of a c c e s s i b l e  and c h e a p  f a c i l i t i e s  for 

t l"i e f a r M i e 1'" s i n t h e p r o c e s s :i. n g a n d m a r k e t  i n g of- t l"ie i r 

p r o d u c e  and its b y .p roducts.

2 . 4  Ne e d  and J u s t i f i c a t i o n  for t h e  Project.

It c o u l d  be g l e a n e d  f r o m  the p r o b l e m s  m e n t i o n e d  that the 

f a r m e r s  are in d i r e  need of both m a r k e t i n g  and p r o d u c t

u t i l i s a t i o n  assistance,, However, it is i m p e r a t i v e  that in o r der

to a n s w e r  t h e s e  problems, t h e r e  must be a s t r o n g  c o o p e r a t i v e  

org an i z at i a n t o t a k e  t he 1 ead „ Str on g o g a n  i 2 at i on on the (:;sther 

hand, r e q u i r e s  full t e c h n i c a l  as well as f i n a n c i a l  s u p p o r t  in the 

process. To g e n e r a t e  these, it will t a k e  y e a r s  - ev e n  d e c a d e s  on 

the part of the o e n e f i c i a r i e s „  In the meant i m e ,  t h e  f a r m e r s



■f i n d t It e! i i s e 1 V e s in d e e p e r t r o u ta 1 e wit h e a c: h p a s s i n g yea r „ 

There-fDre, o u t s i d e  i n t e r v e n t i o n  is n e c e s s a r y  to b r eak t h e  v i c i o u s
■  I

cyc ]. e o i p over-1 y t hat has t r ap|::je(::i tl"iem f cjr' so 1 ong „ _

The a s s i s t a n c e  r e q u i r e d  for the i m p l e m e n t a t i o n  of the 

prcjposec:l p r o ject wi 11 be basi ca 11 y i n thie to r m  of 1 o w -• cost 

f i n a ncing^ The financi.Yig is e n v i s i o n e d  to c o v e r  the fol l o w i n g s

1„ Cost of O r g a n i z i n g  and p r e - m e m b e r s h i p  t r a inings;

2. A c q u i s i t i o n  csf W a r e h o u s e  and P a d d y  B y .P r o d u c t s

P r o c e s s i n g f=' ]. a n t ;; a n d

3„ Initial W o r k i n g  Capital F^equirement fcir t h e  f irst year 

of opera t i o n s .

T he o r g a n i z a t i o n  csf a st r o n g  c o o p e r a t i v e  m o v e m e n t  will

b e g i n  .with p r o p e r  v a l u e  f o r m a t i o n  a mong the p r o s p e c t e d  members,:

TI"!e pr■ i nc :L p 1 esj o f con t i ni..ies si;avi nqs and c ap :i. t a 1 bu i 1 d lip as we 11 

as c o n t i n u o u s  e d u c a t i o n  and t r a i n i n g  will be' d e e p l y  e m p h a s i z e d

a n d i n c: u 1 c a t e  d o n t h e i !'■■ m i n d s „

C o n s t r u c t i o n  • cjf p a d d y  p r o c e s s i n g  and b y - p r o d u c t s

u t i l i z a t i o n  is a must for the m e m b e r s  of t h e  Cciop to r a i s e d  t h e i r  

in c o m e  s i gn :i. f i c: an 1 1 y i f s a l e s  of their- p r o d u c e  and i t s by 

p r o d u c t s  will be enhanced,,

A !"i i n t e g r a t e d m a r k e t :i. n g arid p* r o c u r e m e n t s y s t e m  w i 11 b e 

d e v e l o p e d  for the f a r m e r s  in o r der that th e y  can f u l l y  c o m p e t e  in 

the open market,.

T h e  a d d i t i o n a l  i n c o m e  that the f a r m e r s  will r e a l i z e d  t h r o u g h  

t h i s  p r o j e c t  will e n a b l e  t h e m  to s a v e  substarttial1y to p r o v i d e

7



a d d i t i o rial, c a p ;i. t a 1 f o r o t ii e r i n c: o rn e g e n e r" a t i n g p r a j e c t s in the

future,,

FX na 11 y ,i wi t h t he var i o u s  busi n e s s  act i v i t i es t h at w i 1 1 be

I..! n d e r■ t a i-:: e n t h r o u g r”! t in :i. s p r o p r; s e d p r a .j e c 1 5 i t i s e n v i s :i, o n e d t ii a t

it will, g e n e r a t e  e p  1 o y m e n t  to the u nemp 1 c:iyed cI"!i 1 dren of the

f a r m e r -••• (n e m b e r s „

8



C H A P T E R  3 - THE P R O J E C T  

T I T L E  OF T H E  PROJECT; IL O I L O  S M A L L  F A R M E R S  I N T E B R A T E D  

M A R K E T I N G  C O O P E R A T I V E  

(INCOME I M P R O V E M E N T  PROJECT)

3.1. P R O J E C T  O B J E C T I V E S ;

The p r i m a r y  o b j e c t i v e  of t h i s  p r o j e c t  is to i n c r e a s e  the 

small r i c e  farmers" net income. T h i s  is to -be a c h i e v e d  by

p r o v i d i n g  an o r g a n i s e d  f r a m e w o r k  w h e r e b y  f a r m e r s  can work 

t o g e t h e r  t h r o u g h  the c o o p e r a t i v e  by i n t e g r a t i n g  the i n c o m e  

g e n e r a t i n g  a c t i v i t i e s  into one system.

T h e r e  are several s u b s i d i a r y  o b j e c t i v e s  to s u p p o r t  the

p r i m a r y  objective., to wits 

. 1. E x t e n d  t e c h n i c a l  a s s i s t a n c e  to the f a r m e r s  in o r d e r  to

e c o n o m i z e  in t h eir cost of p r o d u c t i o n  w h i l e  i n c r e a s i n g  

their p r o d u c t i o n  y i e l d  t h r o u g h  a. c o n t i n u i n g  e d u c a t i o n  

and t r" a i n i n g p r o g r a m  s .

2. P r o v i d e  low cost c r e d i t  f a c i l i t i e s  to t h o s e  f a r m e r s

who w e r e  not s e r v e d  by the g o v e r n m e n t  and c o o p e r a t i v e

s e c t o r s  (CRB of Iloilo,, Land Bank) as well as other 

b a n k: i n q i n s t i t u t i o n i: j .

3„ P r o v i d e  a s a f e  and g u a r a n t e e d  m a r k e t i n g  p l a c e  by s e t t i n g

up a p r o d u c t  and b y - p r o d u c t s  p r o c e s s i n g  f a c i l i t i e s

such as,, w a r e h o u s i  ng 5 handl i ng/dryi ng and p r o c e s s i n g  of 

p r o d u c e  to he l p  t h e  f a r m e r - m e m b e r s  to c o m p e t e  in the 

open market.

4. Well p l a n n e d  p r o d u c t i o n  and m a r k e t i n g  s c h e m e  t h r o u g h

s t r e n g t h e n e d  e t e n s i  c:!n servi c e s  th a t  wi 11 be  prov:i. ded by



t h e  Fa r m  A d v i s e r s  of the C o o p e r a t i v e  in c o o r d i n a t i o n  

w i t h  the Agr i cul tural [Extension W o r k e r s  of the 

Dep ar t men t of Agr i c i..i 11 ur e „

5„ I m p r o v e  the farmers" a g r i c u l t u r a l  p r o d u c t i v i t y

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

t h e  n e e d e d  crop and life i n s u r a n c e  coverage.

6. D e v e l o p  the h a bit of s a v i n g s  a m o n g  m e m b e r s  t h r o u g h  the

Fa!̂ " mer■ s S a v  i n g ih; F̂ .in d ar'i d t iir" oug h the capital. b i..u. 11 up

s c h e m e  of the Coop.,,

7 = Ass i iiJt i n t he per son a 1 / i nd i v i dua 1 cjeve 1 o p m e n  t of the

m e m b e r s  to help t h e m  p a r t i c i p a t e  in the b a s i c  e c o n o m i c s

C3f b u s i n e s s  and e nter p r e n e u r s h  i p of t h e  Coop and to 

c o o r d i n a t e  with o ther c o o p e r a t i v e s  and g o v e r n m e n t  

a g e n c i e s  for the d e v e l o p m e n t  of e f f i c i e n t  and e f f e c t i v e  

s e r v i c e  delivery.

8. P r o v i d e  e m p l o y m e n t  o p p o r t u n i t i e s  to the m e m b e r s  of the 

farmers" family,, w h o  will be q u a l i f i e d  to wo r k  in the

var i ol.is 1:j u s i n e s s  oper"at i ons of trie C o o p „

9 „ P r ■ o V  i d e a c c e s s t o t h e s e r v i c e  s o f o t h e r e x i j t i f i g

c o o p e r a t i v e s  in the a r e a  of b e t t e r  m a r k e t  r e l a t i o n s ,  

m a n a g e m e n t  and t e c h n o l o g y  t r a n s f e r  i n c l u d i n g  c a p ital 

t h r o u g h  the a f f i l i a t i o n / u n i o n  with d i f f e r e n t  

fed e r a t i  ons.

3 . 2  A R E A  OF OPE R A T I O N S

T h e  p r o j e c t  will be l o c a t e d  in the t o w n  of F-ototan, in the 

p r o v i n c e  Iloilo. Its main o f f i c e  will be i n s i d e  the F'oblacion of

I'O



Patotan, Iloilo,, Its p r o p o s e d  p r o c e s s i n g  p l ant and w a r e h o u s e  is 

to be a 1 ong the nat i ona 1 h:i. gh way to 11 oi 1 o Ci ty 1 ocat ed on the 

z o n e  d e s i g n e d  fay the g o v e r n m e n t  o f ficial of the town„ ' It is two 

(2) k i l o m e t e r s  f r o m  the main o f f i c e  and it has an a v e r a g e

d i s t a n c e  of 20 k i l o m e t e r s  r a d i u s  fr o m  the o t h e r  m e m b e r  

nu..ini c:i. pal :i. t i es„

Pototan,, b e i n g  t h e  c e n t e r  of the a r e s  and h a v i n g  all

necessary, f a c i l i t i e s  like the Na t i o n a l  Tel e c o m m u n  i cat i o n s ,,

I :L d :i. 1 o EE :i. e c: t r- i c C o o per-a t i v e I n c „ 11 Nat :i, o n a 1 F" o o d A u t h o r i t y

c o u p l e d  by its a c c e s s i b i 1 ity is c o n s i d e r e d  as the best l o c a t i o n  

for the p r o j e c t  to operate,,

3»3 P r o j e c t  C o m p o n e n t s s

In CQnt,inu,QU,s Education, ^  I.rainin,g, -• it is a must for the 

farmer-" m e m b e r  to u n d e r g o  a c o n t i n u i n g  e d u c a t i o n  and t r a i n i n g  in 

o r d e r  to f u l l y  a p p r e c i a t e  th i s  project. Thus,, the Co o p  will 

ex t e n d  e d u c a t i o n a l  and t e c h n i c a l  a s s i s t a n c e  to its m e m b e r s  

t h r o u g h  its B o ard of D i r e c t o r s /  C o m m i t t e e s  and m a n a g e m e n t  staff 

on a r e a s  r e l a t e d  to p r o d u c t i o n ,  c o o p e r a t i v e  affairs,

o r g a n i z a t i o n a l  matters,, T e c h n i c a l  and special c o u r s e s / t r a i  n i nq

w:i. 1 1 be c;of!ciui:: ted wi tri the ass:i. stanc:::e of g o v e r n m e n t  ant:i n o n  

g o v e r n m e n t a l  o r g a n i z a t i o n s  i n v o l v e d  in c o o p e r a t i v e ,

2„ P r o d u c t i o n  1 oan •••" will be m a d e  a v a i l a b l e  to the f a r m e r s  , 

to c o ver the n e e d e d  f a r m  inputs,, w h ich will be d i s t r i b u t e d  by the 

Co o p  t h r o u g h  a f i n a n c i a l  a s s i s t a n c e  ' f r o m  D onat i ng/F"i nanc i ng 

A g e n c y  w h o  is s y m p a t h e t i c  to c o o p e r a t i v e s  and is f a v o r a b l e  * to 

t h i s  p r o j e c t  piroposal „

1 :l.



3. W a r e h o u s i n g ,  P r o d u c t  P r o c e s s i n g  and H a r k e t i n q  o-f the 

F a r m e r s  P r o d u c e  - the Coop will put ■■-•up a w a r e h o u s e  with a s t o r i n g  

c a p a c :i. t y o f 40, 000 c a v a n s o t p a d d y „ F"' a r m e r■ w i 11 s t o r e t h e  i i"

p a d d y  at the w a r e h o u s e  in t w o  to 'three m o n t h s  w i t h o u t  w a r e h o u s i n g  

tee so that t h e y  can wait and p r o c e s s  thfeir p a d d y  tor s a l e  when 

the p r i c e s  a r e  p r o f i t a b l e  to them,,

B y - p r o d u c t  Uti 1 i z a t i o n  The d i sposal of p a d d y  hull 

c o u l d  cost the c o o p e r a t i v e  several t h o u s a n d s  of pesos, e v e r y  year. 

With the a d v a n c e m e n t  in t e c h n o  1 o g y , it will. tie procesised to 

b e c o m e  fuel in the f o r m  of b r i q u t t e s  c a p a b l e  of g e n e r a t i n g  heat 

e q u i v a l e n t  to that of c h a r c o a l „ T h i s  ch a r c o a l  b r i q u e t t e s  in turn 

will be m a r k e t e d  in the a r e a  as a c h e a p e r  a l t e r n a t i v e  to wood 

c!"i ar c o a  1 t cj g e n e r a t e  add i t i or'la 1 i nco>?te ancJ c or k"ec t t he pr oId 1 em 

□f pollution,, A n o t h e r  u t i l i z a t i o n  of the p a d d y  hull is for fuel 

in r u n n i n g  a m e c; h a n i c a ]. d r' y e r which was m a d e  a v a i 1 a b ]. e l a t e l y  i n 

t i~! e 1 {“j c a 1 i t y „ T h i s c o u 1 d b e u t i 1 i z e d in c:! r y i n q t l"i e pad d y d i..! r i n q 

wet season,, With the a v a i l a b i l i t y  of a m e c h a n i c a l  dryer, the 

f ar i!ie!5 c o u ]. c;! mai n t ai n t he good q u a l i t y  of t hei r padcJy w e n  

pr ocei;;;sed and clefrsand b e 1 1 e r  pi'" i ce „

F a r m e r s  Savi n g s  F un d . most f a r m e r s  do not r e a l i z e  the

v a l u e  of savings. T h r o u g h  the F a r m e r s  S a v i n g s  Fund t h e y  will be 

t a u g h t  to set a s i d e  a p o r t i o n  of t heir p r o d u c e  to s e r v e  as as a 

s o u r c e  of capital for o ther i n c o m e  g e n e r a t i n g  p r o j e c t s  or 

r e t i 1'- e m e n t fund :i. n the even t t h e y s t o f:) f a r" nfi i n g „ ■
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The p r o p o s e d  p r o j e c t  will be u n d e r t a k e n  by a n e w l y  o r g a n i z e d  

cooperative,, The 'following are the d e t a i l s  of its opjerat i o n s  s

4n 1 E d u c a t i o n  and T r a i n i n g  of the m e m b e r s■■

The s u c c e s s  or f a i l u r e  of th i s  p r o j e c t  to a g r e a t  e x t e n t  

will d e p e n d  upon the full u n d e r s t a n d i n g  and c o o p e r a t i o n  of the

m e m b e r s . T h 1.1 s ,, p r a p e r o r i e n t a t i o n about the c o o p e r a t i v e  c o n c:; e p t s

and t h e  p r o p o s e d  p r o j e c t  will be conducted,. T h i s  will be 

s u s t a i n e d  by c o n t i n u i n g  e d u c a t i o n  and t r a i n i n g  to be a s s i s t e d  by 

t i"! e W e s t e r n  v i a y a s Uni o n o f C o o p e r a t i v e , I n c ,. ( W V U C] I ) .

T e c h n i c a l  a u t h o r i t i e s  of n o ted e;-; per i e n c e s  will be i n v i t e d / h i r e d  

as r e s o u r c e  p e r s o n  i n .c o n d u c t i n g  the s e m i n a r  or training.

The s c h e d u l e s  of s e m i n a r /t r a i n i n q  a c t i v i t i e s  to be

c o n d u c t e d  at the c o o p e r a t i v e  and SM l e v e l s  are li s t e d  in T a b l e  7 

M o n t h l y  m e e t i n g s  of the f a r m e r - m e m b e r s  at the SN level 

shall be e n c o u r a g e d  and will be a t t e n d e d  by the F'arm A d v i s e r s  

c o m i n g -fr a m g o v e r n m e n t a g e ri c i e s w h o  w i 1.1 in t r~ o d u c: e f a r m 

m a n a g e m e rrt g i‘i i d a n c e and p r“ o m o t e b e 11 e r 1 i v i n g a c t :i. v i. t :i. e is „ I fi the 

meeting,, m e m b e r s  will be t a u g h t  the m e c h a n i c s  of m a r k e t i n g  and 

e n c c:) u r a g e  d t o p a r t i c i p a t e a c: t :i. v e 1 y i n t l"i e b 1.1 s i n e s s a f f a i r s o f 

t h e i r  coop.

4.2 P r o d u c t i  on L o a n .
I

The F'roduction loan a s s i s t a n c e  to t h e  f a r m e r s  will be

CHAPTER 4

DETAILS OF OPERATION
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d i v i d e d  into two c a t e g o r i e s  namelys a) t he c o o p e r a t i v e  a c t inq as 

c o n d u i t  o r g a n i z a t i o n  and g u a r a n t o r  -for t h o s e  m e m b e r s  e l i g i b l e  -fcir 

f i n a n c i a 1 a s s i 1 a n c e -f r o rri t h e L. a n d B a n !■:: o -f t h e P h i 1 i p p i n e s ,

C o o p e r a t i v e  Rural Bank and o ther -formal l e n d i n g  i nst i tut i o n s  5 and 

as, di rect cred i tor for t h o s e  benef i ci ar i es who c a n n o t  q u a l i f y  

under the f i r s t  c a t e g o r y  'because of past due l oans and n o n -  

com p 1 i a n c e o f r e cij i..u, r" e m e n t s „

4.2.1 A s  Condui t O r g a n i z a t i o n .

The c o o p e r  at i ve s h a 11 f ac i 1 i ta t e  the pr ocessi ng and 

r e l e a s e  of l o a n s  as well as g u a r a n t e e  its p a y m e n t s  upon m a t u r i t y  

fcir the m e m b e r s  who w e r e  s e r v e d  by the CF?B of Iloilo, L a n d  Bank 

and o t h e r  b a n k i n g  institutions.. To g u a r a n t e e  the loan payments,, 

t !•■! e c. o o p e r a t i V  e w i 11 t e m p o r a r- i ]. y pay t r 1 e ban k: f o r t r 1 e m e m b e i'-" s 

loan w h i l e  he is w a i t i n g  for the sa l e  of h i s  p r o d u c e  at a good 

pr" i ce „ Di..ir i ng the past d e c a d e s  i t i"!ad been ■ not i ced ti"iat trie 

m a j o r  c a u s e  of the f a r m e r ' s  f a i l u r e  to pay back his loan is due 

to the l o s s e s  he i n c u r r e d  in f a r m i n g  due to the u n s t a b l e  p r i c e s  

in m a r k e t i n g  his produced,. T h i s  s c h e m e  is e;: pec ted to e l i m i n a t e  

thiiB c a u s e  and help b u i l d  up the c r e d i b i l i t y  of small fa r m e r s *  in 

the b a n k i n g  sector,, (Refer to 4„3 for the d e t a i l s  of the 

s c h e m e ) „

4 . 2 . 2  D i rect Credi t o r .

U n der t h i s  p r o j e c t  component,, a f a r m e r - m e m b e r  shall be 

g r a n t e d  a p r o d u c t i o n  loan of not m o r e  than F-'5,, 500 per h e c t a r e  for 

his f a r m  inputs,. The vital s t r a t e g y  is that the loan will be

r e l e a s e d  in ki. n d ,, that :i, s ,, f■ arm i n p u t s  j i n t e a d  of th!e t..ssua 1 cash

i
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t.rarisact :i. □ ns i nc 1 ud i ng i n (a ) „ Thi s ensui-'e the c:oaperative t hat 

the a m o u n t  loaned out will r e a l l y  go to the p r o d u c t i o n  process,,

At h a r v e s t  time, the f a r m e r  will d e l i v e r  to the C o o p  the 

p a (::! d y s 1..1 f f i c i e n t f o r t h e t:i a y m e ri t o f li i s p r■ o (::i u c t i o n 1 o a n p 1 u -i:; t hi e

i n t e e s t . H o w e v e r , h e w i 11 a 1 s o b e r e q ia i r e d t o s e ]. 1 h i s

m a r k e t a b l e  s u r p l u s  t h r o u g h  the Coop,.

The Coop will a l s o  r e q u i r e  the f a r m e r s  to c o v e r  t h e i r  c r o p s  

with i n s 1..1 r a n c 0 t h r o u g I"! t I'i e (P C C ) Phi 1 i p p :i. n e C r o p I n s la r a n c e

C o r jD o r- a t i o n , so that i n c a s e  o f fa i 1 u r e i n r e p a y m e n t c a u s e d fo y

c a 1 a ni i t i e s , the c r o fj i n s u r- a n c e w :i. 11 a i;i; s i.a m e for- the p a y m e n t o -f

the e n t i r e  loan i n c l u d i n g  t h o s e  g r a n t e d  u n d e r  (a). The f a r m e r

will b e c o V  e r e d a 1 s o w i t i-i 1 :i. f e i n s u r a n c e u n d e r t!" > e C s::; o p 0 r■ a t i v e

I n s u r a n c e  S y s t e m  of the F"'h i 1 i pj::) i n e s , Inc, as part of its social

benef :i. ts to tiie members,, F'refni i.ams f or the af o r e  11!ent i oned 

i n s u r a n c e  will be paid b y  the c o o p e r a t i v e  out of its earnings,

nq of F a r m  I n - puts and P a d d y  P r o c u r e m e n t ,

4.3nl M a r k e t i n g  of F a r m  In-puts=

One of the majar" ass i s t a n c e  ’ to c o m p l i m e n t  p r o d u c t i o n  loan 

is the p r o c u r e m e n t  of the n e c e s s a r y  f a r m  i n p u t s  to t h e  farmers,, 

It i s o n 1 y t hi r" o u q ii t h :L s p r" o > e s s t hi a t t h e q u a 1 i t y and t hi e f a ;i. r n e s s 

of the cost of f e r t i l i z e r s  and c h e m i c a l s  used in p r o d u c t i o n  will 

be assured,, T h r o u g h  t h i s  pr'ocess alone, a s u b s t a n t i a l  a m o u n t  of 

sav;i, ngs c o u  1 d be gai ned by the f ar"mer benef i c; i ar i eis b e c a u s e  

a d d i t i o n a l  mark ups by the d i s t r i b u t o r s  and r e t a i l e r s  will be 

a i A t o m a t  i cal 1 y el i mi nat ed „ •



T h e p r" o c: u r e n i e n t s c h e m e  r e q u i. r' e s c a n s t a r\ t p 1 a n r s i n g a n d 

c o o p e r a t i a n a fij a r i g fa r m e r me m b e r s be c a la s e t h e p i..i r c: h a s e s w :i. 1 1 b e 

do n e  in bulk d i r e c t l y  f r o m  the manuf a c t u r e r s  and i iiipor t e r s  „ The 

avail me n t  of v o l u m e  d i s c o u n t s  and r e b a t e s  for the p u r c h a s e s  c o u l d  

be r e a l i z e d  o n l y  if the c o o p e r a t i v e  will meet the s p e c i f i e d  

q u o t a s  set by the i m p o r t e r s  and manuf acturers. Thus, to do this,, 

the p r o c u r e m e n t  p r o c e s s  must, be d o n e  in the c o r r e c t  s c h e d u l e  and

that the r e q u i r e d  fa r m  i n.put requi rementS: be proijerly

identified.

lAlhat is u n i q u e  in t h i s  p r o c u r e m e n t  s t r a t e g y  is that the 

c o o p e r a t i v e  will not be r e q u i r e d  to p r o v i d e  the n e c e s s a r y  w o r k i n g

capital for the p u r c h a s e  of said fa r m  in.puts. Instead,, s i n c e

the p r o c u r e m e n t  will be d o n e  on a d e f i n i t e■s c h e d u l e  set by the

benef i c i ar' i e t h e f n s e  1 v e s , t h e y  wi 11 be the one whio wi 11 putr c h a s e

ths g o o d s  t h r o u g h  p o o l i n g  of t h eir ind i v i d u a l  p u r c h a s e

r e q u i r e m e n t s  w h i c h  will c o m e  fr o m  the p r o c e e d s  of t h eir 

p r o d u c t i o n 1 □ a n s „ ♦What t h e c o o p e r a t i v e w i ]. 1 p r" o v i d e i s t i" i e 

n e c e s s a r y  l o g i s t i c  n e e d s  and m a n a g e m e n t  as the one r epsr e s e n t  i ng 

the w h o l e  t r a n s a c t i o n  b e t w e e n  the f a r m e r s  and the] m a n u f a c t u r e r s .

T a b l e  5 s h o w s  the poten t i a l  s a v i n g s  that the f a r m e r  

!::) e n e f i c i a r y w :i. 11 d e r i v e t h r o u g h t li i s p r o „;i e c t c o m p o n e n t a ]. o n e „

4 „ 3„ 2 P a d d y  Procurement/liar keti n a .

«
e c ent st ucJ i es c o n d u c  t ed by the C o o per at i ve f- o u n d a t  i on 

P h i l i p p i n e s . ,  Inc,,,, an NGO e n g a g e d  in' c o o p e r a t i v e  d e v e l o p m e n t  

t h r o u g h o u t  the country, s h o w e d  that the ma..ior c a u s e  for the

1 ti



■ ■■•armer’5 o n g o i n g  p r o b l e m  is not r o o t e d  to the high cost of 

p r o d u c t  i o n b i..i t to t i-i 0 :L r ■ i n a Id i 1 i. t y t i:) d o b 1.1 s i n e s s g n c e t hi e p r a d u c e 

is r e a d y  for marketing,, In the ar e a  c o v e r e d  by the project,, the 

p I a i~i t i n g a n d h a r v e s t s e a s c:) n -f cj 1 ]. a w s a d e t i n i t e s c h e c:i u 1 e „ F o r a 

•farmer, to be a b l e  to avoid the risk ôi' i n̂ f e s tat i o n ,, c a l a m i t i e s  

and o t her •force majore, it is n e c e s s a r y  far him to a b i d e  w i t h  ’the 

SG'ason,, However,, the a b s e n c e  of a s t r o n g l y  o r g a n i z e d  m a r k e t i n g  

arm and .facilities m a d e  th e m  v u l n e r a b l e  to t h e  s e t b a c k  of p r i c e s  . 

c a u s e d  by t h e  Law of S u p p l y  and Demands It is at t h i s  t i m e  when 

the s u p p l y  is f l o o d i n g  the m a r k e t  that u n s c r u p u l o u s  b u s i n e s s m e n  

took a d v a n t a g e  of the sit u a t i o n .  *

T h e  s a m e  s t u d i e s  f u r t h e r  c o n c l u d e  that for the f a r m e r s  to 

! a >; i m i s e t It e i r■ e a r n i n g p o t e n t i a 1 s ̂ t h e y fV) i..i s t . b e a b 1. e t o s e 1 1 

their p r o d u c t s  not as raw m a t e r i a l s  'but as p r o c e s s e d  g o o d s  r e a d y  

for consumption,. Th i s  n e c e s s i t a t e s  the a v a i l a b i l i t y  of

p I- - D c e is s i r'i g p l a n t s  a c:: c e 1::; s i b 1 e to 'h h e m a (■ 1 i ci s t the c o m p e t i t i o r'i in 

the business,,

T'rir oi..Igh 'the cooper -at i v e ,, i t i s eri vi i;;i oned that t h i s  

p r o b l e m  will be g r a d u a l l y  c o r r e c t e d  until such ti m e  that it will 

be t o t a l l y  e l i m i n a t e d  by p r o v i d i n g  the f o l l o w i n g  assistance!;

4 . 3.2.1. W a r e h o u s i n g .

D u i- i n g h a r v e s t t i me, w i"! e ri s s..i p p 1 y i s u p a n d p r :i. c e s i s 

down, 'the coopera^tive will o ffer w a r e h o u s i n g  facili'ties a m o n g  its 

m e m b e r s  for free,, Thus,, w h i l e  w a i t i n g  for the s u p p l y  to go down 

and p r i c e s  to go up,, the m e m b e r  is p r o v i d e d  with 'bhe s t o r a g e  

f a c i l i t y  for his p r o d u c t  until such t i m e  that it will be r e a d y  

f or" pr ocessi i-iq so i t cou 1 d be cJ i sjpa sed at ti"ie r i qht pr i ce =
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□n trie other hand., in order  to ensure the

a v a i l a b i l i t y  of h i s  needed f i nanc ing  f o r  the ne;-it product ion and 

p r ■ o v i C! e r-11 i a 1 c y c 1 e ,, t in e c o o p e r a t :i. v e w i l l  pay h i s  p r" e v i c: j la iii 1 o a n 

inc lud ing  i n t e r e s t  to whatever ins t  i t  lAti.on i t  owed., Af terwh i , 

the member coiAld again apply fo r  f i nanc ing  from h i s  previOLAS 

c r e d i t o r .  The coopera t iv e  w i11 not charged any i n te re s t  out of  

i t s  s e r v i c e  as a loan guarantor .  This guarantees that  no member 

w i l l  incLAr past  dLAe loans.

4„3„3„2. Marketing

i One of the major a s s i s t ance  that  the coope ra t i ve  w i l l

p rov ide  among i t s  members w i l l  be the constant  monitoring of

pr-i c;:es and trie estab 1 :i. s "iment oi networ ks among conslamers and 

Ci t e r c; o o p e r" a t i. v e s . M e m b e r“ s wi l l .  i::j e c o n s.t a n 11 y p r t:) v i, d e d w i. t ri t It e 

CLArrent market cond i t ion ,  and necessary advice  as to when to

d i spose  t h e i r  products .  Furthermore,  the cooijer at i ve w i l l  a s s i s t  

t ! e f n in f :i, i" s d i n g t h e ni o s t p r o f  i t a i::i 1 e b la y e r f o r a m i n i m la m 

commission charge of i® 1.00 per bag. The amoLAnt of commission i s  

j LAs t i f i a b le  Hlao to the f a c t  that a l l  t r an sac t i on s  thrOLAgh p r i v a t e  

t r a de r s  involved the same charges of at l e a s t  P 2.00 per bag.

4» 4 Paddy Process i  ng

The coop i~addy Process ing  F'lant wi l l  have a to ta l

capac i ty  of 2.5 MT per hoLAr,, operat ing  f o r  two s h i f t s  of  10 hoLArs

each' per day , f oi'“ 20 wori-:i ng dayis in one montn and i s e>;pec::ted 

to  opei'-'ate 12 months a yeai^". The annLAal capac i ty  i s  9,600 MT,, 

which i s  e q LA i va lent  to 60% of the t o t a l  marketable surplLAS of the  

members" prodLAce. Plai it LAt i 1 i s at i on r a t e  i s  expected to be at  

30% or 1 y diAring the f i r s t  year .
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F-'rocessing of f a r m e r s  p a d d y  will be G n s u r e d  to be in the 

best q u a l i t y  to be c o m p e t i t i v e  in the market. D u r i n g  s lack

p e r :i. o d s w  h e r" e trie p ]. a n t is not mil 1 i n g t !”i e m e m b e r s " paddy,, t h e

Coop will a c c e p t  the p a d d y  of p r i v a t e  t r a d e r s  or that of the

Nat :i. ona 1 Food A t h o r ■ i ty f or m:i. 1 :i. ;i. ng to earn o t h e r  i n c o m e „

The p e r c e n t a g e  of m i l l i n g  r e c o v e r y  will be at the r a n g e  

•::if 6i3/i; to 70% in r i c e  and 7 to 8 % on r i c e  bran,, Ri c e  hull,, its

by-product,, will h a v e  the, m a x i m u m  of 22% to 25%.

4„6 B y - P r o d u c t s  U t i 1 i zati on

4.6.1 C harcoal B r i q u e t t e s  f r o m  P a d d y  Hull U t i l i z a t i o n

Cha r c o a l  b r i q u e t t e s  will be m a n u f a c t u r e d  f r o m  r i c e  hull 

w h i c h  is a w a s t e  m aterial and u n w a n t e d  by F<icemill o w n e r s  in his

ric e m i l l  site. U t i l i z i n g  *rice hull as a fuel will help the 

c (J n s u m e r 'save f r o rn a h i g I'i c o s t o f f u e 1 .

M a n i..i f a c t i.i r" j, h g c I" i a r c c:i a 1 Id i'" i q u e 11 e s f r- o m a p a d d y |-1 u 11 is

a must b e c a u s e  of the e n e r g y  c r i s i s  that the w o r l d  is now

s u f f e r i n g  and c u t t i n g  of w o o d s  is now p r o h i b i t e d  by the

govern m e n t .  S h o r t a g e s  of g a s  and wood c h arcoal is o f t e n  

e x p e r i e n c e d  and that its p r i c e  c o n t i n u o u s l y  rises.

C h a r coa:i. br i ciue11 es on the o11-ier hand was o b e r '  vet:l t o 

h a v e  a h i g h e r  h e a t i n g  v a l u e  than wood or p l a i n  c h a r c o a l „ It is

s m o k e l e s s  wh e n  b u r n e d  and it g i v e s  off an i n t e n s e  and s t e a d y

heat. It b u r n s  out longer than c h arcoal and is e a s y  to h a n d l e

for t r a n s p o r t  or s t o r a g e  b e c a u s e  th e y  h a v e  m o r e  w e i g h t  per unit 

volume,, It can a l s o  r e p l a c e  coal in the s m e l t i n g  of iron ore.

C h i a r c o a 1 b r i q u e 11 i n g i n v o 1 v e f o i.i r ' f?i a , j o r s t e cs s ,, n a !ii e 1 y s
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4 „ 6 = 2  S e t t i n g  up a R o t a r y  F l a s h  D r y e r  - The m e c h a n i c a l

d r y e r  will use p a d d y  hull as main s o u r c e  of e n e r g y  to g e n e r a t e

heat in d r y i n g  the paddy.,

T h i s  d r yer is e n v i s i o n e d  by the Co o p  tO; help its f a r m e r  

ffi3fiibers ITiai ntai ned the good c:jua 1 i ty of padciy i-ie !"iavest ed and 

t lis will help him s t o r e  it in a Icsnger time,. T h i s  will be 

a c t i v e l y  u t i l i s e d  d u r i n g  wet seascin when the r e g i o n s  has less 

s u n l i g h t  and m o r e  rain w h i l e  p a d d y  is on h a r v e s t  seascin,

4 = 7 F a r m e r s  S a v i n g s  Fund

F"armers will a l s o  be e n c o u r a g e d  tc? b u i l d  up a s a v i n g s  

that can be used as c;:ol lateral for produc::tian lcjan» It is an 

impcirtant a s p e c t  of the prc^ject,. As the f a r m e r s  build-- up his

s a v i n g s  funci, acicJ i t i cjnal f u n d s  will be ac:c:umul ated can r e p l a c e
*

t in B f u n ci s; a 11 o c: a t e d f o r f'! :i. s p r o d u c t i cj n 1 o a n „

The p r e m i s e  for the f e a t u r e  of t h i s  p r o j e c t  is that

f a r m e r s  will r e a d i l y  set a s i d e  a pcirtion cjf his p r o d u c t i o n  as his 

s a v i n g s  if t h e r e  is an immediate, reccsgn i 2: ab 1 e as well as Icinger 

t e r! V) b e n e f i t iis f cs r h :i, tn s

T' h e i m p 1 e fJi e n t i n g s t r a t e g i e s a r' a a s f o II1 o w s :i

F a r m e r .m e m b e r  will be encc3Uraged to dejjosit one <1) ,

c::avan of p a d d y  per harvest, per h e c t a r e  to the Coop, 

who will hold it in trust, as h i s  s a v i n g s  fund

2. T h e far- m e r - mem b e r' c a [-v w i 11' "! d r■ a w h i s EiS a v i n g s f la n d o n 1 y

a ) c a r L) n n :i. 2 a t  :i. o n ,, b ) m i i n g w i t  h b i n d e r" c ) 1::! r  i q 1 ..t 5 11 :i. n g d ) d 1" y :L n g .

20



when- he s t o p s  f a r m i n g  or c e a s e s  to be a m e m b e r  of the 

c o o p e r a t i v e .

3, In i n s t a n c e s  when f a r m e r  m e m b e r  f a i l s  to p a y  his 

p r o d u c t i o n  loan, not c a u s e d  by c a l a m a t i e s  i n s u r e d  

t h r o u g h  the 1-hilipine Crop Insurance, his EBavings 

F'und will be us e d  to make the p a y m e n t  and he will be

a u t o m a t :i. c a 1 ]. V  n o r'i e 1 i q i b 1 e f o r any i::? r o q r a m , b e n e f i t 

•f r o m t h e c o o e r a t i v e s

4, The a c c u m u l a t e d  s u b s t a n t i a l  a m o u n t  on F a r m e r s  S a v i n g s  

F"und wi 1 1 he 1 [j t h e m  part i c i p a t e  i n otrier i ncofne 

g e n e r a t i n g  p r o j e c t s  of the c o o p e r a t i v e .

5, The a c c u m u l a t e d  S a v i n g s  F'und of the farmer--members 

will be al s o  u t i l i z e d  for the e s t a b l i s h m e n t  of a 

mutual aid fund such as d e a t h  b e n e f i t  or t h eir 

r e t i r e m e n t  fund,.
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CHAPTER 5

0R6ANIZATI0N AND MANAGEMENT

Th e  c o o p e r a t i v e  will a d apt the -following fnanagement 

t J n c t i o n s a n d o r g a n i s a t i o n a 1 s t r u c t u r e 5

1.. General Assembl v of M e m b e r s  -■ It will be' c o m p o s e d

of the t a r g e t  1,, 410 i n dividual, f a r m e r s  in good 

s t a n d i n g  d u l y  c o n v e n e d  in a r e g u l a r  or special 

m e e t i n g  and a c t i n g  as a body,, It has the u l t i m a t e  

a u t h o r i t y  in the a d m i n i s t r a t i o n  and m a n a g e m e n t  of the 

a f f a i r" s o f t i" i  e C o o p „

B o a r d  of Di r e c t o r s  c o m p r i s e d  of f i v e  (5) m e m b e r s  

who are to be e l e c t e d  by the General A s s e m b l y  d u r i n g  

its a n a ]. meet i n g s „ The Bc:)ard of Di rector"s e 1. ect 

f r" o m a ni c:! n g t h e m ;;; e 1. v e s t h e C h a :i. r m a n , V :L c e c: h a i r m a n and

S e c r- e t a r ■■ y = T ii e T r e a s i,.i r e r / C a s i i i e r" will b e a p p o :i. n t e d 

by the B oard of D i r e c t o r s  f r o m  t h e  m a n a g e m e n t  staff, 

who will sei'"ved on full t i m e  b a s i s  and h a s  a real 

e s t a t e  bond as s e c u r i t y  d e p e n d i n g  on the case,

3„ M a n a g e m e n t  S t aff . is c h a r g e d  with the day to day

a f f a i r s  of the Coop and is h e a d e d  by the M a n a g i n g  

D i r- e c t o r , u s u a l l y  t ii e C h a i r- m a ri, w h o i m p 1 e m e n t s t h e 

p o l i c i e s  a d o p t e d  by the B o a r d  c,f D i r e c t o r s  and the 

gener - a 1 assefnb 1 y dur" i ng the annual. nieet i n g „ Th e 

M a n a g e m e n t  Staff are r e s p o n s i b l e  to t h e  B o a r d  of 

D i r~ e <::: t or s f cir the sat i. sf ac t or y per f or man c:; e of 'tfi e i r



as;s i gned -f i..inc: t i c::ins;.

4,; A udit I n v e n t o r y  C o m m i t t e e  - is a c o n s t i t u t i o n a l
*

b o d y  c o m p o s e d  ot 5 m e m b e r s  to be e l e c t e d  by the 

genera], a s s e m b  1 y „ It :i. s consi dereci as t h e  watc:iiciog 

o-f the Cocjp for and it is t a s k e d  tci ccjnduct internal 

a u d i t  and phy s i c a l  i n v e n t o r y  of the a s s e t s  & 

p !-■ D p e r t i B s o -f t'h e C o o p .

5 „ E l e c t i o n  Commi t t e e    i s a conist i. tut i C3na 1 !::)ociy

c::omposed . of 3 m e m b e r s  e l e c t e d  by the general

a s e m b  1 y . It supervi e the ccindi„!c;t of all.- e 1 ec:t i a ns

at the c::ooper"at i. ve n

6„ E d u c a t i o n  S< T r a i n i n g  C o m m i t t e e  - the e l e c t e d

Vi ce-Chai rman of the. B o ard of D i r e c t o r s  becc:)mes

autcsmat i cal I y the C h a i r m a n  of t h i s  c o m m i t t e e  wi t h  twcn

(2) m e m b e r s  a p p o i n t e d  by the Bcjard.' It is t a s k e d  tcj 

hand 1 e all trai ni ngs and seni:i. n a r s  c;o!"icic:teci by the 

c o o p e r a t i v e  to e n s u r e  its c o n t i n u o u s  e d u c a t i o n  and 

t r a :i. n i n g p r" o g r a rn „
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C H A P T E R  7

T h e  -following is t h e  p r o j e c t s  t i m e  t a b l e  o-f a c t i v i t i e s  and 

c a s h  -Flow s t a t e m e n t  -for t h e  ten year« periods

A C T I V I T Y  M O N T H

1. S u b m i t  t h e  p r a j s c t  p r oposal to -fundi nq 0
a g e n c y  for app r o v a l  ,, .

2. R e c e i v e  app r o v a l  of t h e  p r o j e c t  f r o m  1
f u n d i n g  agency.

3. C a m p a i g n  for the o r g a n i z a t i o n  of a n e w  1
c o o p e r a t i v e  in six m u n i c i p a l i t i e s

4. C o n d u c t  m e m b e r s h i p  s e m i n a r  and 2
CDr i en t a t i on f or t he i n t:! i v i a 1 •-f ar" mer s ,,
who will d i r e c t l y  be the m e m b e r s  of t h i s  
n e w  coop=

5= C a m p a i g n  for t h e  p a y m e n t  of initial s h a r e  2-6
ca p ital a m o n g  f a r m e r.members, w h o  h a v e
s :i. q n i f i e d t o j o i n t h e c i::; o „

t!- S c o u t  for l o c a t i o n  of w a r e h o u s e  and r i c e . 3
fni 11 and v e r i f y  per"t i r'ient d (::>cu m e n t  s „

7. C a n v a s s’ p r i c e s  of - m a c h i n e r i e s  and 3.4
c o n s t r u c t  i ori m a t e r  i a 1 s „

8„ C o n d u c t  b i d d i n g  for the c o n s t r u c t i o n  of 3
t h e  warehouse,,

9„ F’ur c h a s e  of land and p r e p a r a t i o n  of 3
n e c e s s a r y  doc u m e n t s .

10. W a r e h o u s e c onst r i ..i c t i o r i „, 3

1 J. „ F^egi strati on of the c o o p e r a t i v e  5

12. F i n a l i z e  c o n t r a c t  for the purchase, of 5
r icem i l l .

13„. C o n d u c t  e d u c a t  i on / trai ni ng „ 3--"23

14„ F’ur c h a s e  w a r e h o u s e / r i c e m i  11 e q u i p m e n t s .  5

15. I n s t a l l a t i o n  of the r i cemill ' and 5
e l e c t r i c i t y .

16„ C o n d u c t  an annual general a s s e m b l y  5



11 i e e t i n g t o u p ci a t e i?i e in b e r■ s o n t h e p r q „:i e c t „.

17„ Test run o-f the ricemill,, 6

1S3= Negotiate, with suppliers' of -farm i n p u t s  6
for bu l k  p u r c h a s i n g  by the Coop.

19 „ £)t a !'■■ t Dp e !'■■ at i on 6



'~7

;

I ^
' O

5

/

j'.if
.,. i 
5

! ;

I:',

r.

--3
<3

oô
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T h e  p r e s e n t  net i n c o m e  o-f the siiial 1' p a d d y  f a r m e r s  c l e a r l y  

d e x i n e  that it is not suf-ficient to help t h e m  live a d e c e n t  life,, 

Its hi i g  h c o s t o f pro i::! u c t :i. o n and v e r" y 1 o w s e 11 i n g p r- i c: e t i e  d -• u p 

t h e  1 i. f e of ti"ie f ariner"s to trie pi-- i v a t e  1 ender"s. W:i. th thi s 

bituation,, his p r o d u c t i o n  will n ever be e n o u g h  to pay off his 

loan to t h e m  and withoi.it g i vi ng ass:i. starice to the -f a i - ' m e r i  n 

m a r I-:; e t i r 1 g a n d p r o d i.i c t a n d b y - p o d u c t p r o c e s sing t h e y  c o u :i. d 

n e v e r  be f r e e  fr o m  b o n d  age

T’ i-i e I'" e i s a nee d t o i n t e g r■ a t e the a c:; t i v i t i e is o f t h e  f a r■ m e r s t o 

i n c r e a s e  its net i n c o m e  such as t e c h n i c a l  a s s i s t a n c e ,  p r o d u c t i o n  

loan at a minimal i n t e r e s t  r a t e  and p r o c e s s i n g  its p r o d u c t  as 

well as ut ;i, 1 i z i ng t iie b y - pi'“o duc t t hr■ ouqh c o 11 ec t i ve efforts,, 

Tl"irough th i s i n t e g r  at i on , 11"!e c o o p e r a t i v e  wi 11 be d e v e  1 op e d  to a 

self !'■ e 1 :i. a n t f a r m e r s o i-"' g a n i 2 a t i. o n „

T h i s p r o p o s e t:i p r o .j e c t w i 1 1 p r o v i d e a p r o c ess i n g f a c i 1 i t y 

w h i c h  will p r o c e s s  the p r o d u c t  of the f a r m e r s  in o r d e r  for them 

tcs i n c r e a s e  t h e i r  net i n c o m e  by as much as 4 0 %  of his p r o d u c e  if 

sold at f a r m  gate« (Giee S c h e d u l e  for ref erence) „ F u r t h e r m o r e ,,

i rI c a m e will i n c r e a s e b y i..i t i 1 :i. s i n g t h e b y .p r o d u c t s s u c h a s r i c e

hull as a s o u r c e  of e n e r g y  in d r y i n g  p a d d i e s  d u r i n g  r a i n y  ■ 

sea s o n  (rotary F lash Dryer) and as s o u r c e  of fuel i n s t e a d  of the 

c on V en t i oi-i a 1 w a od c h ar" c oa 1 (Ci"i ar coal Br i q ue 1 1  i n g ) „

The i n c r e a s e  of f a r m e r s  net. incom.e w:i, 11 help t h e  f a r m e r s

i m p i ' -  o V  e t h e i r s tan d a r d o f 1 i v i n g and e v e  n t i,.i a 11 y c a  u ]. d s e n d  t ii e i r

CHAPTER 8

RECOMHENDATIONS

I



c h i l d r e n  to school for h i g h e r  edu c a t i o n .  The p r o p o s e d  p r o j e c t  

will a 1 so q e n e r  ate einp 1 oyfnent o ppor tun i t i es to t e  u n e m p  1 oyed 

m e m b e r s  of the c o m m u n i t y  who are w i l l i n g  to join t h e  c o o p e r a t i v e .

It is e n v i s i o n e d  that after the f i f t h  year of' its 

CD p e r a t i o n s p  1 a i"i s tor e p a n s i o n w i 11 b e u n d e r t a I-;: e n to e t e n d the 

s e r v i c e s  of the c o o p e r a t i v e  such as s e l l i n g  f e r t i l i z e r s  to non 

m e m b e r s  and ev e n  the p u r c h a s e  of p r o c e s s  p r o d u c t  f r o m  its m e m b e r s  

at r e a s o n a b l e  p r i c e s  h i g h e r  than that o f f e r e d  by t h e  government,.

3 6



T A B L E

T O T A L P R  0 J E C T

P

C O S T S

La n d  A c q u i s i t i o n  (1 hec t a r e )  • . P 3 0 0 , 0 0 0
W a r e h o u s e  « P r o c e s s i n g  Plant B u i l d i n g  I,2 0 6 , 2 3 3
F? ice m i 11 M a c; h i n e r y a n c J iE q u i jj m e n t 1, 700, C) 0 0
Ei y F’ r o d u c t L) t i 1 i z a t i o n E q i.i i p m €? n t

C h a. r c o a 1 E! r i q u e 11 i n g M a c h i n e  _ 100, 000
R o t a r y F 1 a s ii D r y e r 13 0, 5 0 0

Wc:>r ki rig Capi ta. 1 f or Year 1 (0r gain i z i fig St a g e ) 5 0 C), C)00

T □ T A L„ P 3 j 9 3 b , 733

T A B L E 2

A v e r a g e  Far m e r s '  E s t i m a t e d  Marketatale S u r p l u s  A n a l y s i s  
for T w o  C r o p s / P r o d u c t  i on Cyc 1 e

P a d d y P r o d u c t i o n (a n n u a. 11 y / a v e 1 at n d h o 1 d i n g s 
L. es s D e d u c t i o n s s

Hoiue Con sump t i on s (. 4 c a van s / iTion t h ) 
I r r i g a t i o n  !-'ee (fixed (s! 3- c a v a n s / h a / y e a r ) 
'T' r e is h i n y F"' e e (14% o f t o t a 1 p r o d u c t i o n )

14 8 c a v a n s > 2 9 6  c a v a n s

48 c a v a n s
5 c a v a n s  

42 c a v a n s  9 5  c a v a n s

P a d d y  A v a i l a b l e  for P r o c e s s i n g  and S a l e *
L...es?3Eist i mat ed Shr i n kage @ 12% (dr yi n g )

A V E R A 6 E  N E T  P A D D Y  P R O D U C T I O N  A V A I L A B L E

201 c a v a n s  
24 c a v a n s

177 c a v a n s
:x:: ts:: :;u: :::r ::::: :r : r.

T A B L E  3

C o m p u t a t i o n  of A n n u a l  P l ant C a p a c i t y  in V o l u m e  
at Full C a p a c i t y

P l ant C a p a c i t y  per hour (2„5 T) 
Nuiviber of Hoursv Op-t^^rating per Day

50
20

c a v a n s  
hour s

E s t i m a t e d  A v e r a g e  D a i l y  Output 
Nu m b e r  of D a y s  O p e r a t i n g  per M o nth

•
1

1, 0 0 0  
20

c a v a n s
d a y s

E.sti m a t e d  Av£*rage M o n t h l y  Output 
Numbe-r of M o n t h s  O p e r a t i n g  in a Year

2 0 , 0 0 0  
12

c a v a n s  
mon t h s

Est i mat ed An n ua 1 0 ut p ut 
R e c o v e r y  F?ate

2 4 0 , 0 0 0 c a v a n  s 
6 8 %

E S T I M A T E D  A V E R A G E  C A P A C I T Y  OF P R O C E S S E D  P A D D Y 3 5 2 , 9 4 1  c a v a n s

37



T A B L E

C o s t s  of P a d d y  P r o c e s s i n g  per Bag at Full C a p a c i t y

P o w e r il: o s t s o f M a c h i fi e f y a n d E q u ip in e n t 
(85 HP m a c h i n e  €i ,.746 kw/hr )
(83hp X „ 7 4 6 k w  x 2 0 h r s  >; 2 4 0  days)

0 1 h e r EI e c t v i c I n s t a 11 a t i o n s 
a s s u m e d  at 30 kw per day

3 0 4 , 3 6 8  kw

( 3 0 k w X 2 4 0 d ays;) 7 , 2 0 0  kw

Total K i l o w a t t  C o n s u m p t i o n s  
Actual Ki 1 o w a t t  R:ate p

3 1 1 j 5 6 S  kw 
3. 20

T o fc a 1 C o s t s o n E 1 e c t r i c i t y P 9 9 7 , 0 1 8

A d d II R i c e ri i i 11 □ p e r a t o r S a 1 a r y 
(P„50/taag x 2 4 0 , 0 0 0 b a g s )
H a n d ]. i n g a n d (I) t !"t e r C o s t s ■ 
(P 1 „ 0 0 / b a g x 240, 0 0 0 b a g s )

(peice wage)
1 2 0 , 0 0 0  

24C) i, 0 00

T O T A L  C O S T S  A T  FUU.._ C A P A C I T Y  
Annual C a p a c i t y  in V o l u m e  (Table 3)

P 1 , 3 5 7 , 0 1 8  •
2 4 0 , 0 0 0  c a v a n s

E s t i m a t e d  F'h'-ocessing C o s t s  per bag P 5 . 6 5  /cavan
r. :n;;::::::::::::::: n:::::::: :::n :::u :r:

T A B L E 5

P o t e n t i a l  S a v i n g s  of Farmer
P r o c u r e m e n t

- M e m b e r  from 
S c h e m e

the P r o j e c t ' s

A v e r a g e  A v e r a g e  A v e r a g e
0 f f ei'- ed F'r ice Ccimmi ss:i. on . £!a 1 es Pr ice I....cm: a 1 Deal er s F'ot ent i. a :

S u p p l i e r s  (Volume Disc„) C h a r g e s  (F-'roject) S e l l i n g  P r i c e  Saving?

A, f e r t i l i z e f ::s

:l. n F E R T I P H I L  CORP.,
p r i c e / b a g i I 't p e s; o s 2 9 5  „ 0 0 1. 0 0

2. PHIL.PH0S'"C0RP„
|:;) r i c e /1::) a q i n p e s o s 2 9 0  „ 0 0 1, 0 0

3„ P L A N T E R S ^  P R O D U C T
p r i c e / b a g  in p e s o s  3 0 0 , 0 0  1 „ 00

C H E M I C A L S

1. S H E L L  C H E M I C A L S
p r i c e /1 i t e r i n p e so s 81. 9 0 Ei 1 „ 9 0

2. B A Y E R  PHILS,, INC„
p r i c e / l i t e r  in p e s o s  86u lEi £i6„ 1E3

3. C l B A  G E I G Y  PHILS„
f:>r i c e / ], i t er' i n p e s o s  9 5 . 7 5  95 „ 7 6

4. H O E R S C T  C H E M I C A L S

296., 00 

2 9 1 . 0 0  

'301 , 00

3 5 5 . 0 0  59. Of

3 5 0 . 0 0  5 9 . 0(

3 6 0 . 0 0  59.0!

;130„00 4 8 , 1 0

126,. ()0 39„E)2

126.00 30,. 24

38



T, A B L E 5

p r i c e / l i t e r  in pesos:!.49„ 63 149,, 63 2 3 0 » 0 0  E)0„37
5= PLANTEF:S=' P R O D U C T

p i c: e /1 i t e r' i n p e s o si 3 4 „ 4 El 9 4 „ 4 £5 ' J. 3 0 „ 00 3 5 . 5 2
6„ J A R D I M E  D A V I S

p r i c e / l i t e r  in p e s o s  7 3 . 4 4  7 3 . 4 4  130 . 0 0  5 6 . 5 5

c o n t  i n u e d  „

S C H E D U L E  6 

C o m p u t a t i o n  of Annual D e p r e c i a t i o n  E x p e n s e  

S T R A I G H T  L I N E  M E T H O D

W a r e h o u s e  and P r o c e s s i n g  Plant Ea.iilding
Ac qu i s i. t i on Cost . 1 y 2 0 6  y 233
Lesss Salva,ge V a l u e  CIO”/.) 120,623)

C o s t s  S u b j e c t  to D e p r e c i a t i o n  1 , 0 8 5 , 6 1 0
E s t i m a t e d  Useful L i f e  10 y e a r s  108,561

Ricerni 11 / P a d d y  P r o c e s s i n g  PIa,nt
A c q u i 5 i t i o n C o s t s 1 , 7 0 0 , 0 0 0
Lesss S a l v a g e  V a l u e  (10%) 1 7 0 , 0 0 0

C o s t s S i..t b J e c t to, D ep r e c i a t i o n 1,530, 000
E s t i m a t e d  Useful L i f e  ’ 10 y e a r s  1 5 3 , 0 0 0

C h a r c o a 1 r i q u e 11 i n g M a c h i n e •
A c q u i s i t i o n  C o s t s  1 0 0 , 0 0 0
Less; S a l v a g e  V a l u e  <10%) . 10 , 0 0 0

C o s t s  S u b j e c t  to De?pr ec i at i on 9 0 , 0 0 0
E s t i m a t e d  Useful L i f e  5 y e a r s  18,O0O

R c> t a r y F 1 a s h Dr' y e r
A c q u i s i t i. o (■■ i C o s t s . 1 3 0 , 5 0 0
l„ e s s II S a 1 V a g e V a 1 u e* < 10 %) 1 ’3, 0 5 0

C o s t s  S u b j e c t  to D«‘pr t"?c i at i on 1 1 7 , 4 5 0
E s t i m a t e d  Useful L i f e  5 y e a r s  2 3 , 4 9 0

T O T A L  a n n u a l  D E P R E C I A T I O N  E X P E N S E  3 0 3 , 0 5 1
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T A B L E  7

E d u c a t i o n  and T r a i n i n g  A c t i v i t i e s  S c h e d u l e  and B u d g e t

D e s c r i p t i o n
No, of 
d a y s

Nc:., o f 
F^ar t i c i pant s

Tr ai ning 
C o s t s

A . T r a i n i n g a t S N L €‘ v e 1 
1. r;)r i en t at i on on F‘r o jec t 2 90 9 , 0 0 0 . 0 0
2. C o o p  C o n c e p t  Zi V a l u e s 90 9, 0 0 0 . 0 0
3. F" a r m e r M g t . T r a i n i n g :t-: 1 90 4 J, 500. 00
4 . P r e / P o s t  H a r v e s t  T e c h n i c a l  

a n d M k t g „ Ei e m i n a r :-K r-s
90 1 3 , 5 0 0 „ 0 0

5. u s .  E n t e r p r e n e u. r s h i p 
Training?t: Ci 90 1 3 , 5 0 0 . 0 0

fa  . Bet t er Li vi ng £5emi nar 51; .1*1 90 9 , 0 0 0 . 00

■ ■j O.1. V./ 540 5 8 , 5 0 0 . 0 0

B. T r a i n i n g  at Co o p  Level 
1-0 r i e f i t a t i o n o n F-’ r o j e c t •"I*.1̂ . 20 2 , 4 0 0 , 0 0
:2. T r a i n o r is T r a i n i n g 5 30 3 7 , 5 0 0 . 0 0
3. R e c o !'■ d i n g / B o o k keep i i-i g t- '2. 30 2 :i.,  0 0 0 .  00
4 .  F?epor t i ng /  Mon i t or i ng 

and Eval uat i on;f: j£.. 20 1 2 , 0 0 0 . 0 0
5 . M a n a g e m e n t  Tr ai n i n g # 3 90 6 7 , 5 0 0 . 0 0
6 ,  L e a d e r s h i p) T r a i i- i i n g 4:1. 90 •45,  0 0 0 .  00
7 . F" a r rn M a n a g e m e n t :-t: 

Gui d a n c e 30 1 5 , 0 0 0 „ 00

T a T A L

n I--’ e r n n e 1 In v o 1 v e* d

1 „ T !'■ a i I'l i n g □ f f i c er
2. 0 r g a n i z e r / T r a i n o r # 1
3 „ 0 r g a n i z e r T' r a :i. n o r # 2

IB

31

M o n t h l y  R a t e

310

850

(3ne Year 
S a l a r y

200, 'I-00 „ 00 

2 5 8 , 9 0 0 „ 0 0

4 , 0 0 0 0 0  
3 , 5 0 0 „ 0 0  
3 , 5 0 0 . 0 0

52, 0 0 0 0 0  
45, 500., 00 
4 5 , 5 0 0 . 0 0

T O T A L  O R G A N r Z I M G  A N D  T R A I N I N G  COST?

1 '43, 000. 00 

4 0 1 , 9 0 0 . 0 0

NOTES
T h e  iaulk of t h e  t r a i n i n g  and o r g a n i z i n g  c o s t s  is c o n s i d e r e d  h e a v y  

d u r i n g  the first year b e c a u s e  it is the s t a g e  w h e r e i n  the jaroject will 
b egin o r g a n i z i n g  its b e n e f i c i a r i e s .  On 'the f o l l o w i n g  year, t h e  a c t i v i 
ty will b e  s h i f t e d  to the E d u c a t i o n  and T r a i n i n g 'C o m i t t e e  and all t h e  
s t a f f  h i r e d  d u r i n g  t h e  first year will no longer be needed. T r a i n i n g  
a c t i v i t i e s  with an a s t e r i s k  (:f:) are c o n s i d e r e d  c o n t i n u o u s  all t h r o u g h o u t  
the life of t h e  project.
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SCHEDULE 1

T O T A L  A V E R A G E  P A D D Y  A V A I L A B L E  F O R  P R O C E S S I N G  
A N N U A L L Y

Net P a d d y  A v a i l a b l e  for P r o c e s s i n g
(Prefer to T a b l e  2) 177 cavans-K

Total Number of Farmer M e m b e r s  l j 4 1 0  m e m b e r s

A v 6' r a g e A n ri u a 1 P a d d y A v a i 1 a b 1 e ■
f o r F' r o c e IB s i n g 2 4 9  y 5 7 0  c a v a n s

:zT. : r " : ; ; n : : n

. on e  c a v a n  is e q u i v a l e n t  to 5 0  kgs.

Annual E s t i m a t e d  Mi 1 1 i n g / P r o c e s s i n g  F e e  at Full C a p a c i t y
for T w o  C r o p s / P r o d u c  t i on Cyc 1e

A v e r a g e  P a d d y  A v a i l a b l e  for Fh'-ocessing (SJchedule 1) 2 4 9 , 5 7 0
E s t i m a t e d  R e c o v e r y  R a t e  6 8 X

A v e r a g e  Annual Out p u t  l&9f7Cj7
Li: u r r e n t M i 11 i n g / P r o c: e s is; i n g F" e e p e r c a v a n F' 2 0

lEsti m a t e d  Annual G r o s s  I n c o m e  at Full C a p a c i t y  F' 3p 3 9 4 ^ 1 4 0
nu;::::: ::u :_-c r.-: ::n: u::: :n;: ::n:::

S C H E D U L E

A n n u a l  A d m i n i s t r a t i v e  E x p e n s e s

A. S a l a r i e s  and W a g e s

F-'ersonnel M o n t h l y  R a t e  An n u a l  Fiate Total

G €- n e r a 1 M n a g e r /
M a I'! a g i n g D i r e  c t o r S, 000 1 0 4 , 0 0 0
T r e a s u r e r / C a s h i  er 5 , 0 0 0 6 5 , 0 0 0
A c c o u n t a n t 4, 500 58 s 500
T r a d i n g /
Fh- oc ur emen t 0 f f 4, o6o 5 2 , 0 0 0
W a r e ii o i.i. s e m an 3, 700 • 4 8 , 1 0 0
Wei g h e r / C l a s s i  fi er 3, 500 4 5 , 5 0 0
Secur i ty Guarc:l :ftl 3, 000 3 9 , 0 0 0
S €? c u r i t y G u a r d # 2 3 , 0 0 0 3 9 , 0 0 0
B n S S S a n d M e d i i: a. r e B e ri e f i t s @ 10 %
C., Light and Water
D „ 0 f f i c e S u p p 1 i & s

/
S C H E D U L E 3
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4 5 1 , 1 0 0  
45, 110

1 y 200
5, 000



c o n t  i  n u e d . . .  -------------------- ;- —

E;.. T a x * s  and L i c e n s e s  5 , 0 0 0
F, R e p r e s e n t a t i o n s  and T r a v e l s  • 5 , 0 0 0
G„ M i s c e l l a n e o u s  EExpenses 5 , 0 0 0
H. I n s u r a n c e  and Other )3enefits 10 , 0 0 0

T O T A L  A D M I N I S T R A T I V E  C O S T S  5 2 7 , 4 1 0

S C H E D U L E

C o m p u t a t i o n  of R e b a t e s  from F a r m  C h e m i c a l  f?equi r eme^nts

Chemi c a 1 Reqi.i i r em e n  t /Member' /Cr oij R 1, 720
Nu m b e r  of M e m b e r s  '1,410

Total Cost of Chemi ca 1 R e <:[ui r e m e n t s  per C r o p  P 2 , 4 2 5 , 2 0 0
N u m b e r' o f C r o p p i r'l g A n i'» u a 1 1 y 2:

Tot-^jl Cost of Chfrmical Re-qui remen t-B A n n u a l l y  P 4,fci50,400
M i n i m u m  R a t e  of F^ebates O f f e r e d  By Siuppliers 5%

E s t i m a t e d  [Earnings from R e b a t e s  242,52:0

S C H E D U L E  5

C o m p u t a t i o n  of C o m m i s s i o n  I n c o m e  from F e r t i l i s e r s  
P r o c u r e m e n t  T r a n s a c t i o n s

A v e r a g e  M e m b e r  R e q u i r e m e n t  p e r - C r o p  10 tsags
Nu m b e r  of M e m b e r s  1,410

Total N u m b e r  of Eiags R e q u i r e d  per Crop 14, 1 0 0  bag-;
Number of C r o p p i n g s  per Year 2

Total Annual F't^rtilizer R e q u i r e m e n t  in E^a.gs 28,2:00 bag-s
C o m m i s s i o n  In c o m e  per Bag F' 1.00

E s t i m a t e d  Annual C o m m i s s i o n  In c o m e  P  2£i,200
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Year

J.

3
4
5
6 
"I /
8
9
10

S C H E D U L E  7

I n terest interest

C o m p u t a t i o n  of Annual I n terest E x p e n s e  on L o a n s

F“'r i nc i pal F?ate Exps'nse

4, 0(1)0, 000. 00 12X -ISO, 000. 00
3 , 6 0 0 , 0 0 0 . 0 0 12% 4 3 2 , 0 0 0 . 0 0
3 , 2 0 0 , 0 0 0 . 0 0 12% 3 8 4 , 0 0 0 . 0 0
2, £!00, 000 „ 00 12% 3 3 6,000» 00
2 , 4 0 0 , 0 0 0 . 0 0 1 :s% 2 8 8 , 0 0 0 „ 0 0
2 , 0 0 0 , 0 0 0 . 0 0 12% 2 4 0 , 0 0 0 „ 0 0
1, 600, CiOO „ 00 12% 1 9 2 , 0 0 0 „ 0 0
1 , 2 0 0 , 0 0 0 . 0 0 12% 1 '+4, 000. 00

8 0 0 , 0 0 0 . 0 0 12% 9 6 , 0 0 0 „ 0 0
4 0 0 , 0 0 0 . 0 0 . 12% 4£i, OOO. OO

S C H E D U L E  8
 ̂ _...

C o m p u t a t i o n  of Annual Re^ceipts 
from D r y i n g  F e e s

E s t i m a t e d  C a p a c i t y  of Dryer in B a g s ■
At an Elight Hour a Day Operaition 
i“ s t i m a t e d N u m b e r o f D a y s (3 p e r a t i n g 

in a m o n t h

A  V  €f r a g e  M o  n  t  h  1 y  0  t.i t  p  u  t

Eistimated Number of M o n t h s  O p e r a t i n g  *
in *?. Year

E s t i m a t e d  Ave-rage Annual Ou t p u t  at F'ull C a p a c i t y  
Drying Fee C h a r g e d  by the C o o p e r a t i v e

125 b a g s

30 d a y s

3 , 7 5 0  b a g s

6 m o n t h s

2 2 , 5 0 0  b a g s  
P 5 . 0 0 /bag

A V e? r a g e A n n u a 1 R e i::: e i |:,i t s p 112, 5 0 0

S C H E D U L E  9
____________ *'

A nnual D r y i n g  C o s t s  of R o t a r y  F l a s h  D ryer

1 o t a i V a r i a b 1 e L- o s t / D a y 
Adds Total F'ixed C o s t s

Total P r o d u c t i o n  C o s t s  per Day 
C a p a c i t y  in B a g s  per day for 10 h o u r s

Unit F"' r o c:! u c t i o n C 6 s t s
T o t a 1 EI s t i m a t e d F-' r o rJ u c: t i o n f o r 6 m j j i-"i t h s 

at 30 days/month

T o t a 1 D r y i n g C o -e; t ;h;

P

P

P

2 6 9 , 9 0  
125, 72

3 9 5 . 6 2
12 5 . 0 0

3.16

2 2 , 5 0 0 . 0 0

7 1 , 2 1 1 „ 6 0
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S C H E D U L E 10

A n n u a l  E s t i m a t e d  C h a r c o a l  B r i q u e t t i n g  P r o d u c t i o n  C o s t s

Total V a r i a b l e  C o s t -3 ( S c h e d u l e  12) 
Add:; Total F " i x e d C o ib 1 5

T o t a 1 P r o d u c t i o n  C o 3 1 s 
ESit i mat eci Anniia 1 Capac i t y /Pr oduc t :i, on

F-'r oduc t i on Cost s / K g s »

140y 9 2 0  
2 4 0  i, 000

On 5 9

S C H E D U L E 11

O p e r a t i n g  Cost A n a l y s i s  of R o t a r y  F l a s h  Dryer a s  of
J a n u a r y  1991

M O D E L
' C A P A C I T Y  (Sac k s / H o u r )

I N V E S T M E N T  C O S T  IC (Peso) 
D ryer
Deisel E n g i n e

Total

F I X E D  C O S T S  P E R  DAY 
D e p r e c i a t i o n  /I 
R e p a i r  and M a i n t e n a n c e  /2 
Interest on I n v e s t m e n t  /3 
Insurance* /4

Total Ca)

V A R I A B L E  C O S T S  PER DAY

Labor /5 
Fuel /6 
Diesel /7

Total Cb)

T O T A L  C O S T  P E R  D A Y  Ca+b)

C A P A C I T Y  i; s a c k s / d a y  )/8

D R Y I N G  C O S T S  P E R  S A C K  AT B R E A K - E V E N

P A Y B A C K  P E R I O D  IN Y E A R S

RD--77D
10-15

1 15j, 000 
15,000

6 4 . 3 6  
7. 15 

43,.50 
10. 71

125 . 7 2

1 1 2 . 5 0  
10 . 00 

14 7 40

269.90■ 

3 9 5 . 6 2
::: ;:n:::::: u r : :::

125
n:;: : - M t ; ::::: :-4:: :n:: r.:;:::

3„ 16
::::: :u:::::::::::: is;: u:- un:::

4. 13
n:::::
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/I s t r a i g h t  li n e  m e t h a d  with 10% s a l v a g e  v a l u e  and 5 y e a r s  
life span 

/2 2 %  per a n n u m
/ 3 „ 12% of Inv e s t m e n t  Cost (IC)
/ 4 3 % o f I n V e ;s t m e n t C o s t (I C )
/5 T h r e e  h e l p e r s  at i"'30„00/8 hour d a y  each
/6 R i c e  hu 11 c o n s u m p t  i on r a t e  of 4 sac ks:;/hour at F-'0» 2 5 / sac k 
/7 Shp diesel e n g i n e  at 2 l i t e r s  per hour (P 7 . 3 7 / 1 i t e r )
/8 At an a v e r a g e  t h r o u g h o u t  c a p a c i t y  of 12„5 s a c k s / h o u r  
/9 B ased on the c u r r e n t  c o m m e r c i a l  d r y i n g  fee lower by  P 1 „ 0 0

in I l o i l o  of P G . 5 0 / s a c k  o p e r a t i n g  at 10 hour per day, 
d a y s  per m o n t h  and 6 m o n t h s  per ycsar.

S C H E D U L E  l;

O p e r a t i n g  Cost A n a l y s i s  of C h a r c o a l  B r i q u e t t i n g  M a c h i n e s
As of J a n u a r y  1991

C A P A C I T Y  1 ton per day
I N V E S T M E N T  C O S T / 1  IC (Peso) 1 0 0 , 0 0 0
F I X E D  C O S T S  P E R  Y E A R  .

Depr- ec i at i oi'i (2 IS, 000
R e p a i r  and M a i n t e n a n c e  /4 10,000
In terest on Inv e s t m e n t  /3 12 , 0 0 0
I n s r a n c e / 5 3, 000

Total (a) 4 3 , 0 0 0

V A R I A B L E  C O S T S  P E R  
L abor /6 
Fuel /7
E l e c t r i c i t y  /S

Y E A R
3 8 , 4 0 0  
2 8 , 8 0 0  
3 0 , 7 2 0

Total, Cb) 97., 9 2 0

T O T A L  C O S T  P E R  DAY (a+b 1 4 0 , 9 2 0

C A P A C I T Y  ( k g / y e a r ) / 8  2 4 0 , 0 0 0
: u ; : n n :  :r: : = r . :::::

O P E R A T I N G  C O S T S  P E R  K I L O S  AT  BREAK--EVEN' P 0 . 5 9
:z: u;::::::: u:;; ::r.::::::::::: :.“u :r::™.: nn:

P A Y B A C K  P E R I O D  IN YEZARS at Pl.OO/'kgs,, 0 . 8  year
r~n ::u: rju ::::: :::n :u::

/I Includ€?s the following; c a r b o n i z e r ,  cooler, g r inder, mixer,
i::> r i q i.i e 11 i i-i g m a c h i n e a n d t r ai y d r i v e r' „

/2 At 10% s a l v a g e  v a l u e  and 5 year life span,
/3 At 12% p„a„ of IC
/4 1 0 % . of I n v e s t m e n t  Cost C I O
/5 3% of IC
/£, 2 o p e r a t o r s  at F’‘80., 0 0 / d a y , 20 d a y s / m o n t h  and 12 months/year,, 
/7 At fuel c o n s u m p t i o n  r a t e  of 1 s a c k / m a n  P0.25/s.ack, 8hc'urs/day 

2 0 d a y s / m o n t h  and 1 2 m o n t h s / y e a r  
/8 At a c o n s u m p t i o n  r a t e  of 5 hp at P 3 „ ;20/kw-hr, S h o u r s / d a y ,

2 0 d a y s / m o n t ( 'i a n d 12 m o n t h s /year-,,



W a r e h o u s e  and P r o c e s s i n g  P l ant B u i l d i n g  
Bill of M a t e r i a l s  and Cost \ E s t i m a t e s

S C H E D U L E  13

C o n c r e t e  W o r k s ii 
:l. 0 , 0 0 0  pcs. 
2,811 b a g s  
2 5 3  c u . ni.
3 *4 C lA tt !Tl n 
S O  t r u c k s  
2 9 2  cu„ m»

GJuant i t y Desc r i fiit i on

6 X 8 X 16 chb
i'"’ o r 1 1 a n d C e m e n t
Sa n d
bir-svel
B o u l d e r s
Sand fill

Unit P r i c e  CP)

4 „ SO 
8 5 „ 0 0  
9 0  „ 00 
110„00 
120.00 
70, 00

Amount

4 8 , 0 0 0 . 0 0  
2 3 8 , 9 3 5 „ 0 0

3 7 7 , 1 4 5 . 0 0

B.vr s ; 
5B4 PCS 
75fc; p c s  
4 4 3  PCS 
2 1 2  p c s

3/4"0 X 20 
3 / 8 " 0  X 20 
5 / 8 " 0  X 20 
l/2"0 X 20

13 2 . 0 0  
54. 00 
98. 00 
70. 00

77, 0£!8 „ 00
4 0 . 8 2 4 . 0 0  
43, 41 '4. 00
14 . 8 4 0 . 0 0

Corr. GI Roofing: 
■?80 s h t s  
50 s h t s  
20 i'_) c s
20 p c s

S t r 1ddi n g :
2 O j!!) C S

F'or m P], y w o o d  s 
100 p c s

Mi seel 1 aneouss
1 , 000 p c s  
B o 11 s a n d W a s h e r s

4 p c s 
bo gals.,
30 pcs
12 sh t s

25 X 32 X 12
2 6  X 32 X 6 
R i d g e  Roll
G.I. Gutter

7 4 5 . 6 6  badger
2 X 2 X 28

1/4 X 4 X 8

l/2"0xl2
3 2 . 0 0  3 2 , 0 0 0 . 0 0

R a i l i n g  Bar 
Wood Pr eser vat i ves 
3 / 8” X 1 X 2 A n g ular 
3 / 8 " x 4 x 8  Steel pit

175„00
158.00
120.00 
120.00

38,50

136.00

850,, 00 
8 8 0 . 0 0  
18 2 „ 00 

1, 8oo. !..)0

5 5 . 5 0 0 . 0 0  
7 y 9 0 0 . 0 0  
2 , 4 0 0 „ 0 0  
2, 4 0 0 . 0 0

7 9 . 2 0 0 . 0 0

10,780.00

1 3 , 6 0 0 . 0 0

3 , 40C!. 00 
■44, OQO. 00 
5 , 4 5 0 . 0 0

2 1 , 6 0 0 . 0 0

S U B -  T O T A L  TO BE F O R W A R D E D

1 0 6 , 4 6 0 . 0 0

7 6 3 , 3 5 1 . 0 0
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S C H E D U L E  13

W a r e h o u s e  and P r o c e s s i n g  Plant B u i l d i n g  
Bill of M a t e r i a l s  a n d  Cost \ E s t i m a t e s

continued.
Gluant i t y

Bal ai'tc e for war dec! 
Roof i ng N a i 1ss 
3 2 0  kgs 
BO kgs 

:l.00 K G S
5 kqs

L. u m b e r ;
124 P C S  5 , 2 0 8  bd.ft 
59 P C S  4 4 6 . 2 5  bd» ft 

P C S  1,335 bd„ ft 
P C S  258 bd.ft 
P C S  4 8 6  b d .ft 
p c s  2 0 0  bd. ft 

p c s  20 bd.ft
2 p c s  24 bd.ft
12 p c s  175.3 bd. ft
12 p c s 119 „ 9 b d . f t
8 p c s  144 bd.ft

89
36
27
10
2

Electr ical

Descr i pt i on Li i- i i t P r i c e C F‘) A m o i.t n t

763, 351.. 00

2 - l / 2 " c o r r .  61 n a i l s  2 7 . 5 0  
C W N  4 ” 2 7 . 5 0
C W N  6" 2 7 . 5 0
C W N  1" 2 9 . 0 0

8, 800,, 00 
2,200.00 
2 , 7 5 0 . 0 0  

14 5 . 0 0

1 3 , 8 9 5 . 0 0

4.’.. X 8 X 18 1 4 0 0 12 .  00
o X 3 X 10 1 4 .  OC! 6 , 2 4 7 . 5 0
•f-s X 3 X 20 • 14 „ 00 1 8 , 6 9 0 „ 0 0
.it!. X 8 x 6 1 4 . 00 3 , 6 1 2 . 0 0
1 X 12 X 18 1 4 .  00 6 ,  .  O O

1 X 12 X 20 1 4 . OC) 2, 8 0 0 . 0 0
1 X 12 X 10 14, 00 2 8 0 . 0 0
1 X 12 X 12 14. 00 3 3 6 . 00
'Z* X 4 X 22 ■ 14.00 2 , 4 5)'4 . j: '0

X 8 X 14 14.00 1 , 6 7 9 . 8 6
X 6 X 18 i 4. 00 2 y O  1 6 . !..!0

1 1 7 , 8 3 1 . 5 6

41 p c s F?eceptac 1 es 35. 00 1 , 4 3 5 . 0 0
£( p c s L.ight Bulb 50  w 62. 00 ...v) 7 Z. . 0

3 5  p c s 1'1 our esc. ent Bu. IL) 2 0 w
w i t h  asse-mb 1 y 4 2 2 . 0 0 1 4 , 7 7 0 . 0 0

2 p c s C o n V e n i e n t 0 u 1 1 e t s 56. 00 1 1 2 0 0
8 p c s C o n V n i e n t S w i t c h 56. 00 4 4 8 . 0 0

1000 m PDX AWG W i r e  #12 14. 50 1 '4, 500. 00
1 pc ’ Main S a f e t y  S w i t c h  1, 5 0 0 . 0 0 1 , 5 0 0 . 0 0

5 0 0  m T H W  A W G  #8 2 6 . 0 0 1 3 , 0 0 0 . 00
10 pc f i 1 e c . C o n d u i t P i p e 52. 50. 5 2 5 . 0 0
10 b o x e s Elec.,, T a p e s 38. 00 3 8 0 . 0 0
10 b o x e s Ll€?c. Wir€‘-s 25 „ 00 2 5 0 . 0 0

4 7 , 2 9 2 0 0

T O T A L  C O S T S  OF■ MAT E R I A L ..S 9 4 2 , 3 6 9 , 5 6
L A B O R  C O S T  AT 25% •‘It on::; tn:;QO OQA'... %..i V.J f J R \..i J

C O N T I N G E N C I E S AT 3% 2 8 , 2 7 1 , 0 9

T O T A L  C O S T  OF BUI L..D :i: NG 1 , 2 0 6 , 2 3 3 „ 0 4
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C o m p a r a t i v e  E a r n i n g s  of I n d ividual F a r m e r  M e m b e r s  
B e t w e e n  I m m e d i a t e  S a l e  of P r o d u c e  A g a i n s t  P r o c e s s i n g  B e f o r e  S a l e

O n e  C r o p p i n g  C y c l e

I m iTi e c:l :i. a t e P r o c e s 5 e d
S a l e  B e f o r e  S a l e

Aver a g e  Har vest /Pr cuduc t i on
14 !3 c a V a n s 5 0 k g s / c a v a n 7 4 0 0  7, '4 0 0

Less; Cost of H a r v e s t i n g  and T h r e s h i n g
14% Of g r o s s  p r o d u c t i o n  1, 03E; :!. s, 03fo

I r r i g a t i o n  F“ee Cl2 5 , kgs) 125 125
H o m e C o n s u. m p t i o n 4 c a v a n s / m o n t h 
f o r fa m o n t h s 1: y 2 0 0  1,200

Total Deducticjns 2,361 2,361

Met Pr oduc t i on 5 , 0 3 9  5 , 0 3 9
A v e r a g e  M a r k e t  F'rice of F'roduce

at F a r m  G a t e '  P 4 - 5 / kg

G r o s s  Inc o m e  from F a r m i n g  CA) P :Z2,67f:(

EEstimated S h r i n k a g e  A l l o w a n c e  at 12% 6 0 5

Net Wei g h t  of P a d d y  R e a d y  for P r o c e s s i n g  4, 4 3 4 .
R e c o v e r y  R a t e  after P r o c e s s i n g  6S%

E s t i m a t e d  M i n i m u m  R e c o v e r y  in kgs 3 , 0 1 5
S e l l i n g  P r i c e  of P a d d y  at the Local Market

e-x-war e-house ‘ P 10»C)C)/kg

G r o s s  Income from S a l e  pf P r o c e s s e d  P a d d y  CB) P 3 0 , 1 5 0
Add; In c o m e  from Satie of R i c e  Bran

a b y - p r o d u c t  of p r o c e s s i n g  e s t i m a t e d  at
7% w i t h  s e l l i n g  p r i c e  of F‘3. 10/kg 962

G r o s s  Inc o m e  from F’ro c e s s i n g  of P a d d y  C O  F-' 3 1 , 1 1 2
L.,ess!: F-'roduction and P r o c e s s i n g  C o s t s  ' ......... -..-... -
Mi 1 1 i ng F'ee at PO. 4 0 /kg . 1, 2 0 6
D r y i n g  E x p e n s e s  101 c a v a n s  at F-'5n 0 0 / c a v a n  505
T r a n s p o r t a t i o n  C o s t s  101 c a v a n s  at P 3 „ 0 0

/c a V a n  C from farni g a t e  to war ehi:::ii..ise) 303
Average? P r o d u c t i o n  C o s t s  12 , 0 8 0  12,0Ei0
Interest on PrcKjuction Loan at 1£!%

per a n n u m  for 6 m o n t h s  Cmarket rates) ' 1,087 1,087
C o m m i s s i o n  C h a r g e s  by the Coop F-'l ,. 0 0 / c a v a n  60

Total P r o d u c t i o n  and P r o c e s s i n g  C o s t s  13 , 1 6 7  15,24:2

N E T  INCOME F R O M  F A R M I N G  9 , 5 0 8  15,871

S C H E D U L E  14
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E X H I B I T  #1

1. M a n a g i n g  D i r e c t o r / G e n e r a l  M a n a g e r  •- is re‘S p o n s i b l e  of the 

overall o p e r a t i o n s  of t h e  c o o p e r a t i v e .  He is t a s k e d  to

i mpl ernent all the p o l i c i e s  f o r m u l a t e d  by t h e  Eifoard of 

D i r e c t o r s  and the G e n eral Assembly,,

»

2. T r e a s u r e r / C a s h i e r  - is t h e  ca s h  c u s t o d i a n  of the 

c o o p e r a t i v e  and is r e s p o n s i b l e  to r e c e i v e d  a n d  d i s b u r s e  the 

funds as a u t h o r i z e d  in the d a i l y  c o n d u c t  of the c o o p’s 

o p e r a t i o n ,

3. A c c o u n t a n t  -■ is r e s p o n s i b l e  in r e c o r d i n g  t h e  d a i l y  

t r a n s a e t i o n s / a c t i y i t i e s  of t h e  c o o p e r a t i v e  and s u b m i t  the 

n e c e s s a r y  financial s t a t e m e n t  of the c o o p e r a t i v e ,  monthly, 

a nd ye-arly.

4. T r a d i n g  / P r o c u r e m e n t  O f f i c e r  h a s  the o b l i g a t i o n  to

d e t e r m i n e  th€f s t o c k s  n e e d e d  by t h e  members, the p r i c e  of 

t h e  c o m m o d i t i e s  a c c e p t a b l e  to t h e  members, t h e  p r e v a i l i n g  

p r i c e  for the m a r k e t a b l e  goods,, He is a l s o  r e s p o n s i b l e  in 

lookinfj for m a r k e t s  w h e r e i n  the m e m b e r s  c o u l d  S€:l 1 their 

p r o d u i;; e f a v o r a b 1 y „

5. W a r e h o u s e m a n  . H«f is th€? s t o c k s  c u s t o d i a n  of t h e  cooperative,,

He is r e s p o n s i b l e  for the s a f e k e e p i n g  of s t o c k s  d e p o s i t e d  by 

the- m e m b e r s  and the- p r o p e r  account:ing of t h e  s t o c k s  

w i t h d r a w n  in t h e  warehouse,. H e  will m a i n t a i n  r e c o r d s  for

F U N C T I O N S  OF M A N A G E M E N T  S T A F F
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audit for both the internal and external auditor of the

cooperat i ve,
«

Weigher/Cl assi fier -- He i5  responiiiiible for the proper

weighing and classifying of the produce delivered and

d p o s i t d b y t h €r m i n b e r s i ri t i-i e w a r e l-i o u. s e „

S ecu ri ty  G uards - respcjnsible for the safeguarding of the

physiciil p roperty of the cooper at i They will also

maintain a record cr'" those comming in and out in the

warehouse as well as in the office-

Ricerni 11/Machine O pe r ators R e sp on si bl e for the overall 

m ai nt en an ce  and safeguarding of plant machineries,, He

ope^rates the plant as specified or ^instructed by memb er s and 

clients subject to the cjperating procedures formulated by, 

the Bcuard of Directors and the Qc^naral Assembly.
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Exhi bi t

YEAR # FARHERS

FAR ME R' S S A V IN GS  FUND

SAVINGS FUND CUMUL AT IV E TOTAL

. 1 1 , 410 P 105,750 P 105,750
•t;- 1,410 211,500 317,250
3 1,410 211,500 52£), '750
4 1,551 232,650 761,400
5 1 , 706 255,915 1,017,315
6 1, 876 281,506 1 , 298, 82 :i.
7 2, 064 309,657 1,608,478
8 2,270 340,623 1,949,101
9 2, 498 374,685 2,323,786

1 0  

. .. Tl- ier

2,747 412,154 2 , 735,940

e are 1,410 target b e n e f i ci ar ia r es  for this project.

The target savings for the 'first year is only at 50% since

the or gan i z at i on will start only on the second crop.

2„ The initial farmers will be required to save one half cavan 

per crop valued at fi'150„00„

3. The target increase in the number of membership is at 10% 

starting on the fourth year the cost of palay is also 

expected t o increase on t h e same p r opor t i, on
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P R O D U C T I O N  COST PER H E C T AR E PER CROPPING SEASON

Land Prepai^at i on P 2,230.00

Farm Inputss •

Eieedsi (4 sacks at 400,,00/sack) 1,600,, 00
Fertilizer CIO bags P350.00) 3,500,, 00
Herbic id es  Pesticides, F'ungicides 1,720„00
C r p i n s i..i r a f i c e F’ r e in i u m 300 „ 0 0

X H I B I T  3

P 9,350„00

Farmers EEquity;

Sowing/ T r a r i s p 1 a n t i i-1 g C10 p e r = x F‘ 3 5 x 2 d a y iS ) 700 „ 0 0
Application of fertilizers Chemicals

C 2p er „x P 3 5 x 1 Idays) _ 770„00

Weedi ng /Re-plant i ng C6 per x P 3 5 x 1 Idays) 1,2 6 0 „ 00

P 2,730„00

GRAND TOTAL P 12,080„00



E X H I B I T  4

PADDY PR OC ES SI N6  PLANT S P E C I F I C A T I O N S  AND Q UO TATION
January 1991

FOB
11 em Quan t i t y Desc r i pt i on Han i 1 a

:!. n 2 -unit 3 F-’ a d d y h u si I-:: e r ,

1 ■" u n i t P a sr.! d y S E p a r a t o r

1 ■- t..i n i t F" r i c t i o n T y p e- R i c e W l-t i t e n e r

1---unit Rice Refiner

1 lot F? i c e M i ]. 1 i n g A ■::: e s s o r i e s ,

compr i si n g ;

1 -uni t £)t eel Buc ket Ell evat or
1-lot Husk Ductings
1.lot Bran Collecting E>ystem
2--sets Blowers
l-lot Rice Ducts
l“set Paddy Husker Base
1 - s e t F’o 1 i s h e r' R e f i n e r Base
1 - un i t Ri c e Sift er
1 s e t C o n t r o 1 F' a n e 1
1 -1 o t I n ■ - m i 11 W i r i ri g a n d I n s u 1 a t i o r

6 . 1-lot E:lectric Motors and Controls

7a Electrical and Mechanical Installation Siervices

TOTAL PRICE FOB MANILA ...  P 1,700,000„00

Cost of F'reight and Handling to be undertaken by the coop.

Eiiist i mated Cost -..... 5% of the Cost .... F' ESS, 000„ 00

1„ F"'ayment

2„ Delivery/
Installation

3„ Exclusion

4. , Validity

Cash

90-120 working days from receipt 
o f ini. t i a 1 p a y m e n t s i g n i n g o f 
contract.
F-'it excavation and c o n c r e t e  
foundation, if any, is for buyers 
a c c o u n t .
Subject to s up pliers final 
con f i r mat i c>n „
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Chapter 1. SUMMARY

1.1 The p a d d y  farmers of Ilocos Norte, as elsewhere in the 
Philippines, have not successfully achieved economic tak e
off for the following reasons:

a) farm income is confined exclus iv el y to production; no 
share in benefits derived from p r oc es s i n g  and 
marketing;

b) income from production is sub st an ti al l y reduced due to 
low productivity, high cost of credit, and low price of 
p a l a y .

1.2 The proje c t is desi gn ed  to change the situation by giving 
the farmers great er  control of the farm business. It will 
build up the c a p ab il it y of organized farmers to undertake 
the following;

a) farm credit d e l i v er y
b) farm input d is tr ibution
c) p a l a y  procurement, pr oc es s i n g  and ma rketing

1.3 INFFCI will be the lead implementing o r g n i z a t i o n ,to be 
assisted by SFDC, the project consultant. It will tap CRBIN 
to implement the lending component of the project. It will 
also tapthe FAs/FCs as its implementing arms at the barangay 
l e v e l .

1.4 To e f f e c t i v e l y  per fo r m its p ro ce s s i n g  f u n c t i o n s ,INFFCI shall 
a cquire the following equipment/facilities:

C ent ra l warehouse 
Satellite warehouses 
M ec ha ni ca l  silo dryer 
Ricemill
D e l i v e r y  vehicles 

O ther e q u i p 't / a c c e s s .

1 unit 24,000 bags capacity
10 units 1,000
1 unit 40 mt/d ay
1 unit 3 mt/hr.
1 unit 3-5 tonner
1 unit 10

1.5 P ro du c t i o n  loan assistance at F 4,500/ha. will initially
cover 1,200 has. of rIceland located in 20 barangays of the
5 m u ni ci p a l i t i e s  of Ilocos Norte.

1.6 The volume of p al ay  to be procured and processed on the
first year of operation is 6,000 mt., to increase by 5%
yearly.

1.7 P o r ti on  of the produ ct i on  loan to be released in kind will
c onstitute the wor ki ng  capital for INFFCI's farm input
d is tributorship, w h i ch  will cater initially to the farm
input r equirement of the project beneficiaries.



1.8 Foreign funding will be tapped to provide 59% of the 
initial investment, wi th  the balance to be provided through 
local counterpart, namely: I NF FC I/ F Os/Farmers (30%), CRBIN 
(5%), 'and g o v e r nm e nt /L BP  (7%).

1.9 F o r e i g n  funding is being requested as grant, since the 
o ri en ta ti o n of INFFCI's business operations is p r i m a ri ly  
service, w it h profit being only a se condary motivation.

1.10 LBP and CRBIN, b eing financial institutions, shall provide 
fund in g support in the form of soft loans.

1.11 Project life is assumed to be 10 years, and 4 months will be 
need ed  for the p r e - i m p l e m e ta ti on / co ns tr uc ti o n phase.

1.12 Fi na ncial A n alysis

P a y b a c k  Period 

B re akeven Volume 

IRR

B CR (at 12%)

3 years and 8 months 

1,897 mt.

15.6%

1.7

Increase net income 
to farmers more than 100%

(^^iL.o[voUL<^)

h j j j i

( 'SIR

, GO.

^  - ^.^00 M "



2 .1  Q.v.enal I .  S i t u a t  io n

2.1.1 Agriculturally, the economy of the Ilocos Province is 
backed by 32,750 has. of developed farmlands, of which 
12,000 has. are irrigated the whole year round, with 
the remainder d e p e nd in g on rain water.

2.1.2 The cultivated areas are fragmented into small farmlots 
tilled by owners and/or tenants. Average farm area is 
0.75 hectare.

2.1.3 A gr i cu lt ur e is the main industry, with rice as the 
p ri nc ip al  crop. Other crops widel y planted are garlic, 
tobacco and tomatoes.

2.1.4 In the upland and hilly areas cultivated by forest 
s te wardship holders, annual and permanent crops are 
raised si mu lt an e ou sl y w it h livestock and poultry.

2.1.5 R el at i v e l y  the Ilocano farmer by the nature of his 
r esources is a multi-c r op  and m u l t i -i n du st ry  producer.

2.1.6 S t ro n g rural associations exist in the area, like 
farmers associations/cooperatives, rural improvement 
clubs and kabataang barangays.

2.2 Si t uation of the Pro.iect

2.2.1 The proj e ct  area is located around 485 kms. from 
Manila, and about 15 kms. from L a oa g City, the capital 
of Ilocos Norte, which is the nerve center of trade, 
commerce, business, industry and education in the 
p r o v i n c e .

2.2.2 The climatic condition is the area is categorized as 
Type 1. D ry season is from December to April, and wet 
season the rest of the year. Average annual rainfall is
2,067.2 millimeters, with temperature at 26.8 
degr ee  celsius.

2.2.3 Major Crop Produc ti o n

C..Qiam..Qd-LtY (tons) 1989 1990

Rice 238,611 243,879
Tomato 41,259 59,607
Garlic 16,910 20,384
Corn 24,752 12,040
Mungo 7,456 9,357
Pe anut 3,296 5,043
Tobacco 2,062 3,935

Chapter 2. BACKG RO UN D/ R AT IO NA LE



2.2.4 P ro ce s si ng

Most of the ricemills in the area are single-pass with 
less than 1-ton capacity and are owned by private 
traders/millers. There are only two multi-pass 
ricemills with 5-ton capacity, one is a government- 
owned NFA ricemill and the other pr i va te ly  owned.

2.2.5 D r yi ng

P a l a y  are dried in the area through the use of solar 
d r yi ng  facilities. There is only one NFA  mechanical  
drier, which is p r e s e nt ly  i n o p e r a t i o n a l .

2.2.6 T r u c ki ng

There are enough trucking facilities in the area which 
are usua ll y owned by a few wealt hy  families.

2.2.7 W a re h ou si ng

There are only a few big warehou se s in the area, 2 
of which are owned by NFA.

2.2.8 M a r k e t i n g

Most of the major crops in the area, except for tomato 
which is being bought by NFC (a fruit p r oc es s in g 
plant), are marketed through traders and middlemen, 
P alay are u s u al ly  bought by private traders and brought 
to the p ro vinces of either La Union or Pangasinan for 
m i l l i n g .

2.2.9 O ther Income G e ne ra t i n g  Activities

Other income g en er a t i n g  projects in the area are mat 
weaving, embroidery, tanning and p o t te ry  making. Cloth 
w e a v in g like the weaving of Ilocano barongs and dresses 
has remained a lucrative job for many women. The 
tanning industry has also helped manufac t ur er s of 
footwears, black sm it ts  and calesa makers.

L i v e s t o c k  raising such as poultry, goat and duck 
rai si ng  has also been a source of additional income for 
the farmers.

2.2.10 Investment Po te nt ia ls  of the Area

The fo ll owing pr ojects sustainable by local resources 
of the area have been identified as viable for 
i n v e s t m e n t :

a) The wine d i st i l l e r y  to serve as the bottling, 
p a c k ag i ng  and ma rk et in g center for the small



p r oducers of native wine known as "basi" or of 
high grade dry gin known as "arak".

b). The paper factory using "salago" (wixtrocemia sp.)
as raw material for pr od uc in g  high grade paper. 
Salago grows w i de ly  in the Ilocos forest.

2.3 Pro bl em s Faced By Farmers

2.3,1 Low Income from Palay Production

Several factors combine to su b ta ntially reduce the 
income of the farmers from palay production, namely:

a) High Cost of Credit

Being non-bankable, around 70% of the farmers in 
the area borrow from private money lenders who 
charge an exorbitant rate of interest. An amount 
of PIOO.OO borrowed d ur i ng  pla nt in g time is repaid 
at g250 - gSOO right after harvest, or after a
period of 4 - 6 months.

b) Lo w P r o du ct iv i ty

Lack and high cost of credit u s u al ly  forces the ■ 
poor farmer to save on farm inputs. At times it 
also means u nt i m e l y  application of farm inputs. 
P a la y production in the area is thus rather low, 
ranging from 3 - 4.5 mt. or an average of 4 mt.

c) L o w  B u yi ng  Price of Palay

The poor farmers are often in immediate need of 
cash. Hence, they have to sell their produce at 
harvest time even if the price of palay is at a lo 
level. The situation is worse if he has borrowed 
from a private money lender, for then the farmer 
is bound to sell his produce to the creditor, who 
u s u a l l y  buys it at B 4.50 - 4 . 9 0 / k g m .( d r i e d ), much 
below the governm e nt  support price of g 6.00/kgm.

d) C onfined to P roduction

The income of small farmer is usua l ly  confined to 
production. He does not share in the income 
derived from the p r oc e ss in g and m a r k et in g of his 
farm produce. This goes to t raders/millers who 
oftentimes are no n -farmers or are rich farmers. 
This is so since the small farmers do not have the 
financial c a pa bi li ty  to m il l/market their produce.



This proje ct  is des ig ne d  to sub st an t ia ll y increase the 
income f- of the farmers, e nabling them to attain economic 
take-off and to sustain it towards greater progress. The 
main st r at e g y  is to build up the farmer's capabi li ty  to 
e xercise greater control over their farm business, thus 
m a x i m i z i n g  their share in the benefits arising from their 
p r o d u c t i o n  activities. The scope of control will cover the 
production, p ro ce ss in g  and mar k et in g aspects of the rice 
business.

To increase farmers' income from palay production, the 
p roj ec t will make low cost credit and supply of farm inputs 
more a ccessible to the farmers, and will buy their p a la y at 
a r e as on ab ly  higher price. This it will do by:

S t r e n gt h en in g the capability of the farmers' coop bank, 
that is, the C o op er at i ve  Rural Bank of Ilocos Norte 
(CRBIN), to extend p roduction loan to the.farmers;

R eviving the dying Ilocos Norte Area Mar k et in g 
Cooperative, Inc. (INAMCO), re- or ga ni zi ng  it into 
Ilocos Norte F ed er a ti on  of Farmers Cooperatives, Inc. 
(INFFCI), and re-bu il di n g its capabi l it y to undertake  
farm input d i s tr ib ut io n and p al ay  procurement.

To enable the farmers to share also in the b enefits derived 
from the pr oc e s s i n g  and mar ke ti ng  of their produce, the 
proj ec t will also build up the capabi l it y of INFFCI to 
u n d e r ta k e rice pr oc es s i n g  and marketing.

Moreover, to enable the organized farmers to e ventually 
achieve self-reliance, capital build-up formation will be 
made an integral part of project implementation.

Briefly, the project is designed to achieve the following 
benef i t s :

a) increased farmers' income through:

higher farm prod uc ti v it y  
lower cost of credit
cheaper and reliable supply of farm inputs 
higher price of palay
share in the income derived from pr o ce s s i n g  and 
m ar ke t i n g

b) grea te r  farmers' control of farm business:

farm credit/input d e l i ve ry  system
p a l a y  procurement, p ro ce s s i n g  and m ar k et in g

c) in stitutional build-up of p ar ti c i p a t i n g  farmers 
org an iz at io ns  and gradual achievement of se lf-reliance

2.4 Pr.Q.iect. Justification



Chapter 3. THE PROJECT

3 .1  Qb.1.e.ctiYea.

3.1.1 The general objective of the project is to enable the
farmers of Ilocos Norte to achieve economic take-off 
through effective control of farm business.

3.1.2 The specific objectives are as follow:

a) To expand CRBIN's farm credit d e l i ve ry  system so
that more farmers could be provided with adequate
and timely p roduction loan assistance at lower
interest rate;

b) To re-activate INFFCI's farm input d is tr ib ut o rs hi p 
so as to ensure cheaper and reliable su pply of 
farm inputs to the farmers;

c) To build up the capabi li t y of INFFCI so as to 
expand its bu siness operations to engage in the 
f ol lowing for the greater benefits of the farmers:

pa la y procurement
trucking, drying, m i l li n g and w a r eh o us in g 
rice trading

d) To un dertake institutional strengt he ni ng  of INFFCI 
and its p a r t i c i p a t i n g  m em be r -o rg an iz at i on s

e) To devel op  financial s e lf-reliance through 
c ontinuous capital build-up formation

3.2 A r e.a. -O.f-Qp.e r.a t.i on.

The p r o je ct  shall initially cover 1,200 has. riceland
located in 20 barangays of the 5 m u n i c ip a li ti es  of Ilocos 
Norte, namely, Dingras, Espiritu, San Nicolas, Marcos and 
S o ls on a (See A p p e n d i x  A for names of barangays). The project 
area selected is known as the rice g r a n ar y of Ilocos Norte. 
All the proj ec t sites are within the radius of 30 k m s .

3.3 PrQ.iect. .CQmaoa-ejLLa

3.3.1 Pr o du c t i o n  Loan Assistance

F a r m e r - b e n e f i c i a r i e s  will be p rovided with production 
loan assistance in support of their p roduction 
activities.



The pr oj e ct 's  production loan requirement shall be 
sourced as follow: foreign funding - 50%, Land Bank of 
the Phils. - 35%, and CRBIN - 15%.

CRBIN, the farmers' coop bank, will be tapped to 
implement the pr o ject's farm credit d e l i ve ry  systerm. 
It shall wholesale the loan assistance to the
b e n e f i c i a r y - o r g a n i z a t i o n s  at 6% interest rate p.a., who 
in turn will retail it to member-bo rr o we rs  at 12%. Loan 
m a t u r i t y  will be 6 months. Loan ceiling shall be 
B4,500/ha. The loan will be released in cash (for 
payment of land preparation) and in kind (farm inputs). 
As loan security, the f armer-borrower shall assign his 
crop insurance proceeds in favor of CRBIN, and shall 
sign a deed of u nd er t a k i n g  committing to sell at least
2 mt./ha. of his palay produce to INFFCI and
a ut ho r i z i n g  the latter to deduct his loan payment from
the sales proceeds.

The loan is renewable at the start of each c ropping 
p e r i o d .

C RBIN shall share 50% of the interest income with 
INFFCI.

F ar m Input Distr ib ut or s hi p

INFFCI shall act as distr i bu to r of farm inputs to 
f armers a s s o c i a ti on s/ co op e ra ti ve s (FAs/FCs). To make 
this possible, CRBIN shall release to INFFCI the amount 
equiv al en t to the portion of the loan allocated for the 
pur ch as e of farm inputs. This shall be used by INFFCI 
as initial working capital for its farm input 
distributorship. INFFCI shall therefore act as channel 
of CRBIN for the release of the input portion of the 
loan to the FAs/FCs.

This scheme shall likewise make it po ssible for the 
F As/FCs to engage in farm input dealership.

P a la y Proc ur em en t and Proce ss in g

a) P a la y P r ocurement

INFFCI's operations shall be expanded in order to 
engage in p al ay  p ro curement and processing. It 
shall enter into a m a r k et in g agreement with 
FAs/FCs commit ti ng  itself to buy at least 2 
mt./ha. of the f a r m e r - b e n e f i c i a r i e s ' produce. 
Foreign grant shall be tapped to finance 85% of 
the initial procu re me nt  fund, with the remaining 
15% to be financed through loan from CRBIN at 12% 
p.a. payable in 3 years.
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b) Tru ck i ng

INFFCI's c apability shall likewise be expanded 
through the acquisition of a 5-tonner truck to be 
used for t ra n sporting the palay from the satellite 
wareh ou se s to the central warehouse. It could also 
be used for the deli v er y of farm inputs.

c) Wa re ho u s i n g

INFFCI shall expand its ex isting warehouse located 
in San Nicolas by d o u bl in g  its capacity. This 
central w a re house shall be used as storage for its 
stock inventory, such as palay, clean rice and 
farm inputs. It shall also house its ricemilling 
and d r y in g facilities.

Moreover, INFFCI shall set up 10 m ul ti -purpose 
s atellite warehouses to be stra te gi c al ly  located 
in the barangays being covered. This will serve as 
temporary storage for palay and farm inputs. A 
portion will also be used as store outlets for its 
p r o d u c t s .

d) P al ay  Dr ying

To enable INFFCI to d ry its procured p a la y before 
milling, a mechanical silo drier shall be 
procured. It shall be housed in the central 
w a r e h o u s e/ ri ce m il l complex.

e) Ri cemilling

A ricemill shall likewise be acquired to enable 
INFFCI to engage in ri cemilling activities. This 
is a v ertical integration of its business
undertakings.

3.3.4 Rice T r ad in g

INFFCI shall likewise engage in rice trading in order 
to market its milled rice. This is another vertical 
integration of its business operations.

INFFCI shall acquire a bigger truck (10-ton capacity) 
for this purpose. A foreign grant shall be tapped for 
po ss ib le  financing.

3.3.5 Institut i on al  Develo p me nt

To s trengthen the institutional and management 
c a pa bi l i t y  of INFFCI and the p a r t i c i p a t i n g  FAs/FCs, to 
e ffect iv el y and e f ficiently implement the project, 
c on ti n u i n g  education and training shall be provided. 
(Refer to Schedule 9 for more details).



IRFFCI shall tap the services of Small Farmers
Development Center, Inc. ’ (SFDC), its. project,
consultant, to im pl e m e n t  the .institutional component.

A foreign gr an t shall be tapped to.finance the first 
year i n s t it u ti on al  develo pm en t activities. An 
institutional d e v e l o p m e n t  fund shall likewise be 
established, c o m i n g  from 10% of INFFCI's net income.

3.3.6 Capital B u i l d- Up  F o r m a t i o n

Capital b u i ld - up  f o r m a ti o n (forced savings) shall be 
undertaken by the f a r m e r - b e n e f i c i a r i e s  at the end of 
each cropping period. This is in the amount of P240/ha. 
This shall a u t o m a t i c a l l y  deducted from the farmer's 
sales proceeds. T h i s  shall be considered as additional 
share capital cont ri bu ti o n.

The FA/FC shall l i k e w i s e  d e p o s i t - 5 0 % -^>f-the additional- 
share capital c o l l e c t e d  from the members as its
additional share co nt ri b u t i o n  to IHFFCI (25%)__ and__ _to
CRBIN (25%).

The capital b u i l d - u p  formation could be a source of 
additional fund.  ̂to^_IJJPiX:i-and-CRBIKf—to— be— used— f-or- 
expanding their b u s i n e s s  operations. For the FAs/FCs,^ 
it coiild be used to g e n e ra t e more income gener a ti ng

- - projects o r -  to - e s t a b l i ^ h ~ a  TJTOvidenI:— fun d— f o r ~“tlie“ 
greater b enefits of its members.
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Chapter 4. DETAILS OF OPERATION

4 .1 Sciieme o f  Ope ra t i on

INFFCI shall act as the project implementor. It shall 
however tap the banking facilities of CRBIN, the 
farmers' coop bank to implement its produc ti on  loan 
assistance. Likewise, it shall tap the services of 
SFDC, its project consultant, in implementing its 
institutional development program.

1.2 Earm Credit/Inout Delivery Svstem

INFFCI shall pass on to CRBIN the foreign funding 
support allocated for palay production loan. CRBIN on 
its part shall put up its 15% equity counterpart, and
shall__ne g o t i a t e__with i B P  for the r e l e a s e - o f -  its 35%
loan counterpart.

CRBIN ^ a l l  prepare the lending gu id el i ne s and loan 
documents, and shall brief the p a r t i c i p a t i n g  FAs/FCs 
regarding the project's lending program.

The me m ber-borrowers shall file their individual loan 
applicai:ions with their respective FA/FC, who shall 

-process-,-—evaluate - a n d— approve— tliem: 3'as^d oii the 
approved individual loans, the FA/FC in turn shall file 
i t s‘consolidated loan application wi th  CRBIN, who shall 
likewise process, evaluate and pro ce ss  them.

CRBIN shall dir ec tl y release to the F A s /F Cs  the cash 
portion of the approved loan, who shall release them to
the m e m b e r - b o r r o w e r s__based _on _theix _-J.ndividual farm
plan and budget.

The amount however equivalent to the input portion of 
the loan shall be released to INFFCI who shall use it 
as initial working capital for its farm input 
distributorship. INFFCi shall release the input portion 
of the loan to the FA/FC based on its cons ol id a te d farm 
plan and budget. The FA/FC shall be respo ns ib le  for 
r eleasing the farm input' requirements to its member- 
borrowers, based again on their individual farm plan 
and budget.

Loan payment shall be deducted by INFFCI from the sales 
proceeds of the farmer-borrowers' palay. It shall remit 
the collection to CRBIN.
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4.1.3 E & l a y  Procurement and Processing

A mar ke ti ng  agreement binding the f ar me r- bo r ro we r to 
sell at least 2 mt./ha. shall form part of the loan 
package. The FA/FC shall see to it that this a g r e e m e n t  
Is followed. Hence, at harvest time it shall c o l l e c t  
the required amount from its membe r- bo r ro we rs  and have 
them stored at the multi- purpose satellite w arehouse.

INFFCI shall pay for the procured palay and arrange for
its transport to the central warehouse.

INFFCI shall be responsible for the drying and m i l l i n g  
of the procured palay, using the drying and m i l l i n g  
f acilities located at the central warehouse.

4.1.4 Rice Trading

INFFCI shall handle the m ar ke ti n g of the rice and its 
by-product (rice bran). It shall negotiate w i t h  the
identified outlets, and shall take care of its

, deli ve ry  . __ ____ -̂------- ------ ------------ ---------  . . ----

4.1.5  I n s t i t u t i o n a l  Deve lo p n e n t : _________ ___ . _: / .............—

INFFCI shall pass on to SFDC the portion of the funding 
support needed to finance the project's intitutional 

____________ devel_Qpmeni/J:r-S.ining—px-ogram,—------------------------------

SFDC shall implement the program, se curing the human
--- -----and - — m a t e r i a l—-resources —needed for its effective'

i m p l e m e n t a t i o n .

4.1.6 Capital Build-Uo Formation

INFFCI shall be responsible for implementing the 
capital build-up formation by d e d u c t in g it fr om  the 
f a r m e r - b e n e f i c i a r i e s ' sales p r o c e e d s  at.harvest time.- 
It shall remit the amount collected to C RB IN  for 
deposit, who shall duly credit in the name of the 
f a r m e r - b o r r o w e r s .

4.2 Ig.chnical Aspects

-4.2.1 P a la y Production

- a) -  Y i e l d ----

Palay production yield in the area is 80 c a vans (4 
metric- tons) per hectare per cropping season in .the 
irrigated areas, and 60-70 (3-35 mt)cavans per h e c t a r e  
for the non-irrigated areas. With the i mp lementation of 
the project tlie estimated average yield is p r o j e c t e d  to 
increase to 90 cavans/hecfare per crpping (4.5 Mt) due 
to - the introduction of improved pa la y p r o d u c t i o n
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technolgy, p a r ti cu la r ly  in the adequate and timely 
application of farm inputs.

b) -Cropping—Pat t-ern—

There is an average of 2 croppings per year. First 
cropping (wet season) starts in May - June and harvest 
comes late October to December. The second cropping 
(dry season) begins in late November to F eb r u a r y  and 
harvest begins from March to May.

c) Production Area

The project shall initially cover 1,200 has. located in 
20 barangays of the 5 municipalities of Ilocos Norte. 
(Refer to Appendices A & B). The project coverage is 
expected to increase by around 5% y e a r l y  due to 
increased capitalization coming from capital build-up 
fund and retained earnings.

d) “Palay Product io n Techn o lo gy

—Exist-ing— ^-echnol-ogy—i^—fai-riy—adv a n c e d : H o w e v e r  r  ^tlie
farmers will be further trained to use improved
technology. The technology to be applied shall be as 
follow:

Use of certified seeds of h i g h  yielding
______ varie t i e s ( H Y V ) ____________   _____________ ——— - -  -

Full and timely application of recom me nd e d soil 
. energizer and pesticides 
Mechanized farming and use of m odern p o s t 
harvest facilities

e) Av ai lability of Farm Inputs

-There—^ r e— several-mamafacturers and “ dis t r i b u t o r s  of 
farm chemicals and fertilizers in the country. The 
federation will source out its farm input supply 
directly from the manufacturers and d i s t r i b u t o r s  so as 
to avail of price discounts and timely d e l i v e r y  of 
inputs.

Palav Procurement

The marketable surplus per hectare per cro pp in g is 
estimated at 2.5 mt (Refer to Sched. 10). This is 
a r o u n d ^ . 50%_of. the,^ross_pjroduce after d e d u c t i n g  the 
reserve for income consumption, h a r v e s t e r/ th re sh er ' s 
share and lease rental/land amortization. The total 
projected volume of procurement is 60,000 cavans per 
cropping or 120,000 cavan.s (6,000 m t . ) per year. The 
palay procurement will increase by 5% annually.
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......a ) ____Temporary—Storage and Transportt

The FA/FC will collect and temporarily store the 
procured newly harvested palay in the satellite 
warehouse located at the barangay level. This will be 
hauled by the 5-tonner truck of the federation to the 
central warehouse for processing.

b) Mechanical Grain Drying

The fresh palay with moisture content of 20-24% will be 
dried to reduce the moisture content to 14% u sing the 
mechanical silo dryer. The mechanical dryer wi th  a 
capacity of 40 tons per day will be used in the 
drying activity. The components of the mechanical 
dryer are as follow;

4 units D rying Silo with a 10 ton ca pacity each 
Biomass heating system, equipped for rice hull as

________ f u e l _________________________-
Bucket elevator and bagging bin for loading and 
unloading of palay
Electric motor-driven equipment wit h 3 phase/220 

------—volt^-powex-~supply

4 . 2 . 3  P a la v  P r o c e s s i n g

The mechanical grain _dryer_ is__An_-imported - e q u i p m e n t
with locally made parts. It is being d is tributed 
through a local supplier. It is already a tested 
equipment in the country. The installation of the 
mechanical dryer, the supervision of the construction 
of the silo, trial test runs, and the technical skills 
training of the operator will be handled by the 
s u p p l i e r .

c) Rice Milling Plant

A ricemill equipment (multi-pass type) w i t h  an 
input capacity of 3 tons per hour will be used in the 
operation. The 5,400 m t . of dried p a l a y  will be 
milled within a period of 180 days, with an average of 
10 hours per day working schedule.

The rice milling plant will have the following
equipment: pre-cleaner, rubber rice huller, abrasive
polishers, paddy separator, sifters, pir at or s and 
dust collecting systems.

The milling recovery is estimated at 65% of well- 
milled rice, 12% rice bran and 23% rice hulls.

The rice mill equipment is powered by electric
motors with 220 volts/ 3 phase power supply.
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The equipment is m a n u fa ct ur ed  locally and easily 
available. The installation, of the ricemill, trial 
tests and the technical skills trai ni n g of the ricemill - 
operator will be handled by the supplier.

d) B u i ld in g and Warehouse F ac i li ti es

a. C e nt ra l Warehouse

The ex is ti n g w ar ehouse of the federation is a 320 
square m e ters concrete building. This will be 
extended to 640 square m e te rs  to accommodate all 
the p r o c e s s i n g  facilities and office space for 
the federa ti o n employees.

The space allocation of the central warehouse is 
as follow:

Ricemill E qu ipment ' - 60 s q m s .
M ec ha n i c a l  Dryer - 60 sqms.
Storage space:

P a l a y / r i c e  (1,200 mt-.-cap . ) - - 3 4 0  sqms-:--------—
Farm inputs - 60 sqms.

O ffice space - 40 sqms.
W o r k i n g  space - 80 square meters

Ina sm uc h as p a l a y  p r oc ur e m e n t  is progra mm ed  over
a 3 - mo nt h period per _production___ c y c l e ^ ___ the.
storage r e q ui re me nt  of 3,000 m t . to be procured
will only be 1,000 m t . per month. The storage
space for p al ay /r i ce  of 1,200 mt. ca pacity is
therefore . adequate to a c c om m od at e the storage
requirement.

b. S at ellite M ul ti - p u r p o s e  W ar ehouse

Ten (10) units of sa te llite multi-purpose 
w ar eh o u s e s  will be built in st ra t eg ic  location to 
s ervice the 20 project sites of the production 
a r e a .

The w a r e h o u s e  will be s e m i - c o n c r e t e  with an area 
of 60 sqms.

The w a r e h o u s e  will be used for the following 
purposes:

c ol le ct io n center and t e m p or ar y storage for 
p al ay
d i s t r i b u t i o n  center for farm inputs

e) T r a n s p o r t  and D e l i v e r y  Eq ui pm en t

The federation will need 2 units of d e l i v e r y  truck
to service the needs of its memb er s  on the
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delivery of farm inputs, delivery of palay from the 

satellite warehouses to the central warehouse, and

delivery of milled rice to the market o u t l e t s ^  ______

«
The delivery vehicles are as follow;

1 unit 6-wheeler truck, with 3-5 ton capacity, 
imported from Japan, reconditioned

1 unit iO-wheeler truck, with 10-ton capacity, 

imported from Japan, reconditioned

The vehicles are available locally.

f ) Other Equipment/Accessories

Equipment and other accessories needed in the rice 

processing operation will be procured by the federation 

for the efficient implementation of the project. The 

list and description of the equipment and accessories 

is as follows;

- Weighing Scales (12 units): p^^a-yorm_ weighing.

s c a l e‘s with 500-kg"^ cTpcfit'yl 10 units to be 
distributed in the 10 satellite warehouses and the 

remaining 2 units to be used in the central 
warehouse. _______________________ ______

- Moisture Tester (12 units): portable and battery 

 operated^-jf-ordeterfliini-ng—the -moisture-content of'
the palay; 2 to be used at the central warehouse 

■ and 10 to be distributed in the satellite
war e h o u s e s .

Bag Closer (1 unit): portable, single thread;

used for packaging of milled rice

- Office and Communication Equipment

a. Micro-Computers (2 units), needed to 

facilitate monitoring, recording and analysis 

of transactions/project operations;

b. Single Side Band Radio Communication, needed

to facilitate monitoring of the project 

implementation, considering the distances of 

the production sites from the Central 
Warehouse which is an average of 30 km. 

r a d i u s ; ---- - —  —

4.3 Marketing ftspects

4.3.1 Supply and Demand Situaticm

Rice is considered the single most important

commodity in the Philippines. It is the major
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staple t D D d  of the country's 60 million population. 
The average level of rice production is 5„2
million metric tons for 1986-198£i which is not q u i t e  
enough to fill up the 'consumption requir em en t 
of 5 4  million metric tonsr. There is an e s t i m a te d 
supply deficit of 263 thousand metric tons, forcing 
the government to rsort to rice importation from 
Taiwan and other Asean countries.

Volume of doiTiestic rice production, import and e x po rt  
in million metric tons in 1 98 5-1989 is as follow;

Y e a r Prodution D o rn e s t i c I m p o r t Export

1985 5.76 . 54 0 0
1986 6 ,05 0 0 0 0
1987 5. 59 0 0 . 1 1
1988 5.87 . 18 0 0
1989 6.19 m XiX- 0 0

S o u r c e : Bureau of Ag r icu 1 tu.re S t at is t i c s

S ales Volume

The sales volume for the 1st year is projected a
-3-, 5i0-mt^—of—mi lied rice and 648 mt. of ritre bran .—  The~ 
volume of sales will g r a d u a l l y  increase by 5 %
annually-. The average m o nt hl y d e l i v er y over a mo nt h 
“ p  e r i o d is ^'8 5' m t’. 6 f' r i c”e ̂

D e mand/Market Outlets

The INFFCI 
c ooperatives 
buyers such 
1 o c a l i t y . 
c DO  pe r a  t i ves 
r equirement 
c o op eratives 
rice supply are as follows

target markets are the c o n s u m e r s  
in I locos Norte and some institutional 
as organized marke t vendors in the 

INFFCI will also c o o r d i n a t e  wit h o t h e r 
in the region to s e r vi ce  the rice 

of their members. Some of the c o n s u m e r  
and institutional buyers tarqetted for

Market Outlets

1. Credit and Consumers 
Cooperatives of 1 locos N orte

2. Coca-Cola Employer C o o p e r a t i v e
3. Mariano Marcos State U n i v e r s i t y  

Coop.
4. Northern Food Corp.

Consumers Coop.
5. Benguet Mining Consumers Coop.
6 . Market Vendors Ass. of 

I locos Norte
7. Cooperative Rural Bank of

:50 kgs . /ba

3,250 bag
400 bag

1 , 0 0 0 bag

500 bag
500 bag

5 , 0 0 0 bag
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11D C O B  N o r t e  250 bag
8 , D i v i n e  Word C o l l e g e  C r e d i t  Coop. 500 bag
9 . L a o a g C i t y E rn p 1 o y e r 11 li ]. t i -

Total 12,600 baqs
(630 mt.,)"

4 . ; ,4 Ma r k e t i ng F' rog ram

4.:,,4.1 T h e  m i l l e d  rice and ri c e  bran will be eold d i r e c t  to
the c o n s u m e r s / c o o p e r a t i v e s  and i n s t i t u t i o n a l  buyers. 
M a r k e t i n g  a r r a n g e m e n t  will th u s  be n e g o t i a t e d  w i t h  the 
i d e n t i f i e d  m a r k e t  o u t l e t s .  By e l i m i n a t i n g  the r o l e  of 
m i d d l e m e n  in m a r k e t i n g  the p roduct^ INFFCI will get 
h i g h e r  p r i c e  for its p r o d u c e  and the o r g a n i s e d  
c o n s u m e r s  will be a b l e  to bu.-y at a lower price.

4 .3-4.2 T h e  m i l l e d  rice will be s o l d  at a p r ice a little lower
t h a n  the p r e v a i l i n g  w h o l e s a l e  price, locality. In the 
s t u d y  the s e l l i n g  p r i c e  of r i c e  per bag of 50 kgs. has 
b e e n  s e t  at P 4 5 0 . 0 0  w h i c h  is lower than the 
p r e v a i  1 ing p r ice * of F  '4^T-/b"agl

4 . 3 . 4 . 3  R i c e  bran and o t h e r  r i c e  b y - p r o d u c t s  will be s o l d  to
l i v e s t o c k  p r o d u c e r s  in the a r e a . _______________________:_____

4 . 3 . 4 . 4  D e l i v e r y  of rice will be free of c h a r g e  w i t h i n  40
km._. distance..___D e l i v ^ c y— f . e e - w i M—be - -c-harqed o u t s i d e
the 4 0  km. d i s t a n c e ,  to be based on c u r r e n t  
t r a n s p o r t  rate.

4 . 3 . 4 . 5  S a l e s  will be c a s h  on d e l i v e r y  (COD); however, c r e d i t  
s a l e s  can be a r r a n g e d  for r e g u l a r  c o s t u m e r s  on c a s e  to 
c a s e  basis.
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C h a p t e r  5. O R G A N I Z A T I O N  A N D  M A N A G E M E N T

5 . 1 Pr Q j ec t O r u a n i  zationa 1 S t r u c  tu.re

T he p r o j e c t  o r g a n i s a t i o n a l  s t r u c t u r e  is s hown in F i g u r e  1.
T he ro l e  and f u n c t i o n s  of t h e  pjarticipating o r g a n i E a t i o n s
c o u l d  be d e l i n e a t e d  as followj

5.1.3 1 locos I'Jorte F e d e r a t i o n  of Farriiers C o o p e r a t i v e s  ( INFFCI )

Roles P r o j e c t / F u n d  M a n a g e r  

F u n c t i o n s ;

a) E x e r c i s e s  overall m a n a g e m e n t ,  s u p e r v i s i o n ,  c o n t r o l  
and m o n i t o r i n g  o v e r  the d i f f e r e n t  a s p e c t s  of 
p r o j e c t  i m p l e m e n t a t i o n ;

b) J s p s _  the _servic.es o f _ r  ______ F^As/FCs, - S F D C  and
o t h e r  g o v 't / p r i v a t e  s u p p o r t  o r g a n i z a t i o n s  to h e l p  
i m p l e m e n t  the p roject;

c  )____ Âĉ _ŝ  as__d_is±rJ.butor-of—far^— '

d) Urfdertakes pe.lay p r o c u r e m e n t  and p r o c e s s i n g ,  as_
-  ----- wel l-as-ri-ce-trading ;

e) ‘ A c t s  as c o l l e c t o r  for p a y m e n t  of p r o d u c t i o n  loans
and for capital b u i l d - u p  for m a t i o n ;

5 . 1 . 2  C o o p e r a t i v e  Rural Bank of I l o c o s  N o r t e  (CRBIN)

Role: Financial C o n d u i t

F u n c t i o n s :

a) A c t s  as d e p o s i t o r y  bank for p r o j e c t  fund;

b) A c t s  as s u b - g r a n t e e  for the p r o d u c t i o n  loan 
c o m p o n e n t  of the f o r e i g n  f u n d i n g  s u p p o r t  for the 
project;

c) N e g o t i a t e s  for the r e l e a s e  of LBP f u n d i n g  
c o u n t e r p a r t  for the p r o d u c t i o n  loan c o m p o n e n t ;

d) Pro c e s s e s ,  e v a l u a t e s  and a p p r o v e s  FAs/FCe' 
p r o d u c t i o n  loan 'application;
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F a r m e r s  A s s o c i a t i o n s / C o o p e r a t i v e s  (FAs/FCs)

R o l e ; F t qj e-c. t imDl^jnerjtor—at toarangay level
<

F u n ctions:

a) I n t e r m e d i a r y  c o n d u i t  of p r o d u c t i o n  loan a s s i s t a n c e  
to m e m b e r - b o r r o w e r s ;

b) U n d e r t a k e s  f a r m  i n p u t  d e a l e r s h i p ?

c) S u p e r v i s e s  and m o n i t o r s  m e m b e r - b e n e f i c i a r i e s '
p r o d u c t i o n  a c t i v i t i e s ;

d) C o l l e c t s  m e mbers' m a r k e t a b l e  s u r p l u s  for s a l e  to 
INFFCI;

5 . 1 . 4  F a r m e r - B e n e f i c i a r i e s

. Rolej F'alay P r o d u c e r  ' ' —  ...
♦

F u n c t i o n s :  _______ ^ ~  ̂ .-- ; - ..  -

a) U n d e r t a k e s  p a l a y  p r o d u c t i o n  a c t i v i t i e s ;

-bJ--- Se-lls-flia+=^vet:-^434-e—stt-rpl-tts—ta—11MFFC11

c) U n d e r t a k e s  c a p i t a l  b u i l d - u p  f o r m a t i o n ;__

5 . 1 . 5  Small F a r m e r s  D e v e l o p m e n t  C e n t e r  (SFDC)

Role: P r o j e c t  C o n s u l t a n t

F u n c t i o n s :

. . ______*)___Pcpy.ides ^ m a n a g e m e n t - c o n s u l t a n c y  s e r v i c e s  to INFFCI
on the d i f f e r e n t  a s p e c t s  of p r o j e c t  o p e r a t i o n s ;

b) Ac t s  as s u b - g r a n t e e  for the fore i g n  f u n d i n g
s u p p o r t  r e l a t e d  to i n s t i t u t i o n a l  d e v e l o p m e n t
c o m p o n e n t  of t h e  p r oject;

c) I m p l e m e n t s  the p r o j e c t ' s  i n s t i t u t i o n a l  d e v e l o p m e n t
program; ______________

5 . 1 . 6  O t h e r  G o v ' t / P r i v a t e  O r g a n i s a t i o n s

Role: ' PossllDle sources of project resources

F u n c tions;

a) P r o v i d e s  t e c h n i c a l / f i n a n c i a l  s u p p o r t  to the
project;
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5.2 I N FFCI's M a n a g e m e n t  S t r u c t u r e  (See F i g u r e  2)

5.2.1 Board of D i r e c t o r s  (BDD) .......

a) T h e  B o a r d  of D i r e c t o r s  s h a l l  a c t  as the policy and 
h i g h e s t  d e c i s i o n - m a k i n g  body.

b) T h e  Cha i r m a n / F ' r e s i d e n t  s h a l l  s e e  to the
i m p l e m e n t a t i o n  of p o l i c i e s  and d e c i s i o n s  passed by 
the BOD. __________

c) T h e  A u d i t o r  s hall be d i r e c t l y  r e s p o n s i b l e  to the 
B O D .

5.2.2 C o m m i t t e e s

The B O D  s h a l l  be a s s i s t e d  by t h r e e  (3) c o m m i t t e e s  in 
the p e r f o r m a n c e  of its f u n c t i o n s ,  to wit:

a) . F'alay. P r o c e s s i n g  C o m m i t t e e ------------------ ---- ----------

r e c o m m e n d s  p o  1 i c y  g u i d e l t o —palay- 
p r o c e s s i n g  o p e r a t i o n s ;
u n d e r t a k e s  p e r i o d i c  r e v i e w / e v a l u a t i o n  of the 
p a l a y  p r o c e s s i n g  o p e r a t i o n s ;

b) M a r k e t i n g  C o m m i t t e e

-------------- r e c o m m e n d s  p^oT.ilTy^iguTar^ i n e s  r e l a t e d  to the
p r o j e c t ' s  m a r k e t i n g  o p e r a t i o n s ;

• - u n d e r t a k e s  p e r i o d i c  r e v i e w / e v a l u a t i o n  of the
p r o j e c t ' s  m a r k e t i n g  o p e r a t i o n s ;

c) A u d i t  a n d  I n v e n t o r y  C o m m i t t e e

- u n d e r t a k e s __periodic, c a s h  -count -and —physical-
i n v e n t o r y  of I N F F C I ' s  a s s e t s ;

- r e c o m m e n d s  p o l i c y  g u i d e l i n e s  b a s e d  on a udit
r e s u l t s ;

O p e r a t i o n a l  U n i t s

T h e r e  a r e  f o u r  (4) o p e r a t i o n a l  u n i t s ,  the main
f u n c t i o n s  of w h i c h  a r e  as follow:

a) O f f i c e  of M a n a g i n g  D i r e c t o r

- O v e r a l l  M a n a g e m e n t  & S u p e r v i s i o n
- F‘la r m i n g  C o o r d i n a t i o n
- M o n i t o r i n g  E v a l u a t i o n  . .



b) P r o c e s s i n g  D i v i s i o n

- WarehDusinq__
- D r y i n g

- M i l l i n g

c ) M a  rk e  ti n g  D  i v i  s i o n

•- . P a  l a y / F a r m  I n p u t  P r D C u r e m e n  t
- T r u c k i n g

- • T r a d i n g  o n  F a r m  I n p u t s

- R i c e 'T r a d i n g

d) A d m i n .  &. F i n a n c e  D i v i s i o n

-  AdiTiin i s t r a t i o n

- A c c o u n t i n g

I N F F C I ' s  S t a f f  C o m p l e m e n t

a) tianaging D i r e c t o r  (1)

liem^ber of the Boar u
M a n a g e s ,  c o n t r o l s ,  s u p e r v i s e s  and m o n i t o r s  the 
d i f f e r e n t  p r o j e c t  o p e r a t i o n s

b) A s s i s t a n t  M a n a g e r s  (2)

  ----^ ------Asst-. MgrT— ftDr—Prr)ce-5srng“assxs'ts the Managing
D i r e c t o r  in m a n a g i n g  the d i f f e r e n t  o p e r a t i o n s  

‘ r e l a t e d  to p r o c e s s i n g ,  s u c h  as, w a r e h o u s i n g ,  
d r y i n g  and m i lling;

A sst. Mgr. for. M a r k e t i n g  a s s i s t s  the M a n a g i n g  
D i r e c t o r  in m a n a g i n g  the d i f f e r e n t  o p e r a t i o n s  
r e l a t e ^  to m a r k e t i n g s u c h  as,^.procurement -of - r a w  

' m a t e r i a l s ,  m a r k e t i n g  of f i n i s h e d  products, and 
t r u c k i n g  servi c e s ;

c) A d m i n ./ F i n a n c e  O f f i c e r  (1)

A s s i s t s  the M a n a g i n g  D i r e c t o r  in m a n a g i n g  the 
o p e r a t i o n s  r e l a t e d  to a d m i n i s t r a t i o n  and 
a c c o u n t i n g ?  _ _  ______ ____

d) A c c o u n t a n t / B o o k k e e p e r  (1)

----- P e r f o r m s  ±he a c c o u n t i n g  "and bdokireeping f u n c t i o n s ;

e) A d m i n .  A s s i s t a n t  (i) '

- F'erforms the a d m i n i s t r a t i v e  f u n ctions;



____ ________  J^ktq S u p e r v i s o r  (Rice Tr a d i n g )  m a n a g e s  the p a l a y
p r o c u r e m e n t  and r i c e  tra'ding o p e r a t i o n s  5

- Mktg S u p e r v i s o r  (Farm - Inputs) m a n a g e s  the
p r o c u r e m e n t  and t r a d i n g  on farm in p u t s  .1

q) Drying/r’iil ling O p e r a t o r  (1)

- T a k e s  care of the o p e r a t i o n  and maintena.ee of t h e
me c hanical d r y e r  and r i c e m i l l ;
V

h) W a r e h o u s e m a n  (1 )

- S e e s  to the s a f e k e e p i n g  and m a i n t e n a n c e  of
p r o p e r t i e s / s t o c k  i n v e n t o r y ;

i) C l e r k / t y p i s t  (1 )

“ P e r f o r m s ' t h e  ty p i n g  and c l e r i c a l  fun c t i o n s ;

. j _ L _ S e c u r j L ± y L - G u a r d . - . -  ̂ .

- T a k e s  care of the s e c u r i t y  of the p r e m i s e s ;

-k4----Dr-i-v«r-B—(-5-)--------------- ^

- H a n d les the__ o p e r a t i o n___and__ m a i n t e n a n c e  —o f --- t̂hie-
vehTcTeil

f) M a r k e t i n g  S u p e r v i s o r s  (2)

1) H e l p e r s  (6 )

A c t s  as u t i l i t y m a n ;

5.4 H i r i n g  C r i t e r i a

5.4.1 The M a n a g i n g  E^irector will be c h o s e n  from a m o n g  the 
B o a r d  of Dir e c t o r s .  T h e  o n e  m o s t  q u a l i f i e d  w i l l  be 
c h o s e n .

5 . 4 . 2  O t h e r  key s t a f f / p e r s o n n e l  will be h i red based on t h e i r  
q u a l i f i c a t i o n  to p e r f o r m  the f u n c t i o n s  of the p o s i t i o n  
to be filled up. P r e f e r e n c e  will be g iven to local

___ l̂î ;;_iĴ g, p a r t i c u l a r l y  t h o s e  b e l o n g i n g  to the p e a s a n t
sec t o r .

-‘■‘̂■•'5 M a n a g e m e n t  and techn i c a l  s k i l l s  d e v e l o p m e n t  t r a i n i n g
(refer to S c h e d u l e  9) will be p r o v i d e d  to b u i l d  up  
m a n a g e m e n t  and techn i c a l  c a p a b i l i t y  of the staff. T h i s  
will be in the form of fo r m a l  t r a i n i n g  to be f o l l o w e d  
up w i t h  o n - t h e - j o b  t r a i n i n g .  S F D C  shall be m a i n l y  
r e s p o n s i b l e  for p r o v i d i n g  s u c h  t r a inings.
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6 .1 H a  i o r  A s s u m p t  i o n s  •

6 . 1 . 1  F o r e i g n  f u n d i n g  s h a l l  be e x t e n d e d  as grant.

6 . 1 . 1 » 2  LBF' to r e l e a s e  its 3 5 X  c a n t r i b u t i o n  to the prc'duction
loan fund p r i o r  to s t a r t  of p r o ject i m p l e m e n t a t i o n .

6 .1.1.3 C R B I N ' s ' c o u n t e r p a r t  to I N F F C l ' s  p r o c u r e m e n t  fund to be 
g i v e n  as loan a.t 1 2 % i n t e r e s t  rate p.a., p a y a b l e  in 3 
years.

6 .1.1.4 O u t s t a n d i n g  l o a n s  from AC P C  and C R B I N  to be 
r e s t r u c t u r e d  at 1 2 % i n t e r e s t  rate p.a., p a y a b l e  in 5 
years.

6 .1 .1 .4 T h e r e  V'jill be f r e s h  i n f u s i o n  of c a p i t a l  f r o m  old and 
n e w  m e m b e r s  of INFFCI, w h i c h  will be u s e d  as I N F F C l ' s  
c o u n t e r p a r t  in t h e  i n i t i a l  w o r k i n g  c apital.

C h a p t e r  6. F I N A N C I A L  A S P E C T S

6 .1.1.5 P a l a y  p r o d u c t i o n  l e n d i n g  to be u n d e r t a k e n  by CF;BIN and.
i n s t i t u t i o n a l  d e v e l o p m e n t  a c t i v i t i e s  by SFDC, h e n c e  not 
i n c o r p o r a t e d  in I N F F C l ' s  financial s t a t e m e n t s ,  e x c e p t  
f o r_ IIJFFCIJ_s_sJj.ajre^ij—i-n t e r ^ s  t—-iTictjme -- ------------- -

6 . 1 . 1 .6 All p a y a b l e s  and r e c e i v a b l e s  are a s s u m e d  s a i l e d  by the 
end' cif-- the veai'" 'i henre"^h7e~Trt”efrr5^d'd~TiDt~ a p p e a r  in the 
b a l a n c e  sheet.

6 .1.1.7 At e a c h  t u r n - o v e r  10% of the p rocured p a l a y  a r e  to be
r e t a i n e d  as s t o c k  i n v e n t o r y  reserve; h owever, all s t o c k  
i n v e n t o r y  are to be d i s p o s e d  at the end of e a c h
p r o d u c t i o n  c y c l e 5 h e n c e  n o  i n v e n t o r y  a c c o u n t  a p p e a r s  in
the f i n a n c i a l  s t a t e m e n t .  .. -- -

6 . 1 . 1 .8 I n f l a t i o n  was n o t  c o n s i d e r e d  in the p r e p a r a t i o n  of the
f i n a n c i a l  s t a t e m e n t s ,  s i n c e  it has m o r e  or less the
s a m e  e f f e c t  on i n c o m e  and e x p e n d i t u r e .

6 .1.1.9 D u e  to the fa c t  t h a t  the f e d e r a t i o n  e x i s t s  p r i m a r i l y
for s e r v i c e  and s e c o n d a r i l y  for profit, its buying 
p r i c e  for p a l a y  will be at least P 1 .00/kgm. h i g h e r  
than the p r e v a i l i n g  m a r k e t  price to a p p r o x i m a t e
g o v e r n m e n t  s u p p o r t  price; s e l l i n g  price of r i c e  will at 
least be P 0 . 5 0 / k g m .  lov^jer than the p r e v a i l i n g  m a r k e t  
price.

6 . 1 . 1 . 1 0  S p e c i f i c  a s s u m p t i o n s  'are i n c o r p o r a t e d  in the f i n a n c i a l  
t a b l e s  and s u p p o r t i n g  s c h e d u l e s .



-To esta.bl ish 'the p r o j e c t /  a total a m o u n t  o f  ^  2 8 . 9  m i l l i o n  
or $ 1.03 mi 1 li.Dri -at, an *e';:change-*rate of P 2 3 . 0 0  £ f 1.00 
will be ne e d e d  (See E x h i b i t  1). The bulk of the a m o u n t  will 
go f'inance the pa 1 ay - produc tion a c t i v i t i e s  of the f a r m e r s  
c o v e r i n g  1 ,2 0 0 has. C 4 1 Z .)  and to the a c q u i s i t i o n  of fixed 
a s s e t s  (36Z). The r e s t s  will be u s e d  to finan'ce the initial 
w o r k i n g  capital- (17%) _ a n d the i n s t i t u t i o n a l  d e v e l o p m e n t  
a c t i v i t i e s  (57.).

6 .3 S o u r c e s  of F i n a n c i n g

. 3. 1 The bulk of the financing-* shal 1 c o m e  f r o m  f o r eign
funding 1 7 . 0 3 6  m i l l i o n  (S 6 0 8 , 4 0 0 )  w h i c h  is being
r e q u ested to be p r o v i d e d  as g r a n t  to INFFCI. This 
c o n s t i t u t e s  59% of the total p r o j e c t  cost.

6 . 3 . 2  The rests will be p r o v i d e d  t h r o u g h  local c o u n t e r p a r t
funding. T h e  c o m b i n e d  e q u i t y  of I N F F C I / F X s / F a r m e r s  
a m o u n t s  to 30% (F 8 . 6 3 #  m i l l i o n  o r  $ 3 0 8 , 0 0 0 ) ,

6 . 3 . 3  The r e sts of the f i n a n c i n g  will c o m e  f r o m  C R E I N  (5%)
and Land Bank of the F'hilippines (7%).

6 - 2 Total P r o j e c t  C o s t  ' .

6 . 3 .  4 ---Fo r e i g n  “fund i n g  shaTl be u s e d  m a i n l y  to f i n a n c e  the
acquisi,tion of fixed a s s e t s  (52%). It will a l s o  be used
t o _______________________________________f inance___  a bigger^ portion- of- - the -4̂ o r k i n g  -capital-
requirement. A r o u n d  24% will be a l l o c a t e d  for this. 
A n o t h e r  16?/. will be used to f i n a n c e  h a l f  of the 
p ro d u c t i o n  loan r e q u i r e m e n t .  The r e m a i n i n g  7 %  will ao 
to i n s t i t u t i o n a l  d e v e l o p m e n t  a c t i v i t i e s  a n d  m a n a g e m e n t  
c o n s u l t a n c y  s e r v i c e s .

6 .4 Financial A n a l y s e s

6 . 4.1 A 5-year p r o j e c t e d  in c o m e  s t a t e m e n t  s h o w s  the
o p e r a t i o n s  of the p r o j e c t  to be p r o f i t a b l e .  T h e  annual 
net in c o m e  r a n g e s  from F' 1.7 M in the f i r s t  y e a r  to 
P 2.8 H in the f i f t h  year. T e s t  of p r o f i t a b i l i t y
m o r e o v e r  s h o w s  the f o l l o w i n g  r e sults:

B r a s s  P r o f i t  M a r g i n  = 12%
N e t  P r o f i t  Ma r g i n  = 5%
R e t u r n  on I n v e s t m e n t  = 11%

6 . 4 . 2  A 5-year p r o j e c t e d  c a s h f l o w  s t a t e m e n t  l i k e w i s e  s h o w s
that INFP'CI will n o t  e n c o u n t e r  l i q u i d i t y  p r o b l e m .  T h e r e  
is no p r o b l e m  in .meeting s h o r t - t e r m  o b l i g a t i o n s .
Moreover, test of d e b t  s e r v i c e  s h o w s  the f o l l o w i n g  
results:

D e b t  to s e r v i c e  r a t i o  = 4%
Total C a p i t a l i z a t i o n  r a t i o  = 4%
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6 .4 .3

6 .4.4

6.4.5
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i he b r e a k e v e n  v o l u m e  is c o m p u t e d  as 59% lower., 
b r e a k e v e n  s e l l i n g  p rice 12% lower, and b r e a k e v e n  sales, 
3 7. ]. o w e r t h a n v-j h a t has been p r o j e c t e d .

1 he Internal R a t e  of R e t u r n  (IRR) as p r e s e n t e d  in 
E.';;hibit 5 15 c o m p u t e d  at 15.6/;,whicl^i is h i g h e r  than the 
i n t e r e s t  rate for a g r i c u l t u r a l  loan w h i c h  on the 
a v e r a g e  is 12% p.a,

I he B e n e t i t  Co s t  R a t i o  (BCR) is c o m p u t e d  at 1.7, u s i n a  
a d i s c o u n t  fa c t o r  of 12%.

The N e t  F'resent V a l u e  (I'jPV), u s i n g  a d i s c o u n t  f a c t o r  of 
12/. is c o m p u t e d  at P 2 6 ^ 7  M o v e r  a 1 0 - y e a r  period.

P a y b a c k  P e r i o d i s  3.7 y e a rs ■■ T h i s  mean s that the initial 
iTivestment will be f ully r e c o v e r e d  a f t e r  3 y e a r s  and 8 
m o n t h s .

b r e a k e v e n  analv'ses s h o w  the f o l l o w i n g  results:
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The total bud ge ta ry  requirement for esta b li sh in g the 
project is pr es ented in Exhibit 1. It is broken down as 
f o l l o w :

(in Thousand) 

Items____________________________Pesos___________ us ^

Chapte r  7. BUDGET

7.1 B u d g e t a ry P e g u irement

1. P alay Produc ti on 11,892.0 424.7

2. Initial W o r k in g Capital 4,888.3 174.6

3. Fixed Assets 10,383.0 370.8

4. I nstitutional Devlo pm en t 1,461.0 52.2

5. M g t . C o ns ul t a n c y -------300.0 - 10.-7

Total 28,929.3 1,033.0

7.2 Foreign funding in the amount o f g 1 7 .04_M __608„430)
will be needed to implement the project.
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Chapter  8. RECOMMENDATIONS

8.1 The project is favorably recommended for it could produce 
the following benefits:

8.1.1 The project could double the income of the farmers 
through higher production, lower cost of credit and 
higher price of palay (See Table 13). Moreover, the

■ project could enable the farmers to share in the 
benefits of rice milling and mar ke ti ng  through 
INFFCI's declaration of 50% of its net income as 
dividend/patronage refund- This further increases the 
farmers' income.

8.1.2 The project could also benefit the landless farm 
workers by being employed more fully not only in the 
farm, but also in the processing and marketing 
operations of the project.

8.1.3 The project could i n s t i t u t io na ll y ^ and economically 
strengtlien the "participating farmers organizations 
through continuous trainings/education and greater 
economic activities.

8.1.4 The project g ra dually transfers the control of the
rice fairm business in the area in the hand of the

----  f a r m e r s---- ^:he p r i m a r y - - p r d u c e r s T h i s  iwiH^-eTiBble ' the'
peasant sector to eventually achieve economic take-off 
and improve their conditions in life.

8.1.5 The project will help the farmers g r a d u a l l y  achieve
self-reliance, pa rt icularly with the implementation of 
capital build-up formation.

8.1.8 The project couldalso help promote the g ro wt h of the
economy by contributing to the attainment of rice self- 
sufficiency and reducing rice importation.

8.2 The project is favorably recommended for it is vi able from 
the market, technical.management and financial points of 
view.

8.3 The organized farmers lack the management ex pe rtise to 
effectively and efficiently implement the project. Hence, it 
needs the services of project consultant. The role of SFDC 
is therefore really important. S F D C t having the expertise 
should also be made to handle the institutional d ev elopment 
component of the project. ■
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8.4 CRBIN is a fariaers-owned and managed c oo perative bank with 
good track record in lending operations. Hence, INFFCI 
should t^p CRBIN's lending facilities rather than set up 
its own credit program.

8.5 Development is more effective if done in pa rtnership 
between the government and the private sectors. The project 
must hence tap the resources of the governm en t and other 
private organizations, and the ' government must try to 
extend the needed support, particularly in p ro vi d i n g  loan 
assistance, market assistance and extension workers.
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Appendix A

LIST OF PARTICIPATIN8 PCs

Cluster 1 Naie of FA/FC Address MP« Location Date Registered

1 San Cecilia Huiti-purpose Coop 
San Buillemo SN, Inc.

Brgy. Sta. Cecilia, San Nicolas 
Brgy. San Guillerso, San Nicolas

X

2 Saludares SN, Inc. 
Nagaarcaan Faraers SN, Inc.

Brgy. Saludares, Dingras 
Brgy. Nag»arcaan, Dingras

X 10-24-73
2-20-75

3 Macayepyep SN, Inc. 
Binacag SN, Inc.

Brgy. Macayepyep, Espiritu 
firgy. Binacag, Espiritu

X 3-19-74

4 Bangsar SN, Inc.
SN ng Itelda, Inc.

Brgy. Bangsar, Espiritu 
Brgy. leelda, Espiritu X

10-26-73
3-19-74

5 New Bugasi SN, Inc. 
Sinaaar SN, Inc.

Brgy. Bugasi, Espiritu 
Brgy. Sinaaar, Espiritu

X 10-26-73
12-26-73

6 Daquioag SN, Inc. 
SN ng Lydia, Inc.

Brgy. Daquioag, Marcos 
Brgy. Lydia, Harcos

X 1-28-75
1-31-73

7 Escoda Hultipurpose Coop, Inc. 
Agunit SN, Inc.

Brgy. Escoda, Marcos 
Brgy. Agunit, Harcos

K

7-22-73

8 Bagbag SN, Inc. 
San Juan SN, Inc.

Brgy. Bagbag, Solsona 
Brgy. San Juan, Solsona

X 11-29-74
8-18-73

9 Talugtug SN, Inc. 
Hanalpac SN, Inc.

Brgy. Talugtug, Solsona 
Brgy. Hanalpac, SolsOna

X 8-18-73
11-29-74

10 San Julian SN, Inc. 
Nalasin SN, Inc.

Brgy. San Julian, Solsona 
Brgy. Nalasin, Solsona

X 8-12-73
8-1-73

Note: a) Far* area covered per FO is 60 hectares
b) 80 faraer-beneficiaries per FO
c) ftverage far* area per •farier-beneficiary is 0.75 hectare
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Exhibit 1

TOTAL PRQJFxT C05T AND SOURCES OF FINANCIN6 
( P '000 )

Budget Requires: Sources of Financing

Particulars
t

• • Foreign Funding: Local Counterpart

Aiount ;Percent: Asount :Percent;6ov't (LBP): CRBIN :INFFCI/FDs/ 
:Famers

1. Palay Production 11,892.0 41X 2,700.0 162 1,890.0 810.0 6,492.0

2. Initial Working Capital

a) Palay Procureient 3,355.2 127. 2,851.9 172 503.3

b) Other Variable Expenses 674.6 I t 573.4 32 101.2

c) Salaries and Benefits 489.9 27. 416.4 22 73.5

d] Adiinistrative Expenses 368.6 IX 313,3 22 55.3

3. Fixed Assets 10,363.0 m 8,908.0 522 1,425.0

4. Institutional Developaent

a) Trainings 1,221.0 4X 733.0 42 488.0

b) Institution Building 240.0 12 240.0 12

5. Mgt. Consultancy Fee 300.0 12 300.0
<

22

Total (Peso) 28,924.3 1002 17,036.0 1002 1,890.0 1,313.3 8,635.0

Percentage lOOX 592 72 52 302

Total ( $ ) 1,033.0 ’ 608.4 67.5 46.9 308.4

Assuaptions:

- FOs/Far#ers' equity in palay production requirsaent is in ter»s of labor input (See Schedule 12); 
the rests will be financed through production loan sourced as follow!

Foreign funding
LBP
CRB IN

50X
35X
15X

- Initial palay procuresent fund as presented in Schedule 11, sourced as follow:
Foreign funding •• 85X
CRBIH ! 15Z

- Initial working capital f c  other itess is for a i-ionth period;
- Cost on institution building is P 12,000.00 per FC, or P 1,000.00 Mnthly;
- Hgt. consultancy fee is for a period of one year;
- f-xcharfge r'ate is P 28.00 : $ 1.00



Exhibit 2
PROJECTED INCOME STATEMENT

(P '000)

i
Particulars Year 1 Vear 2 Year 3 Year 4 Year 5

SALES

Clean Rice ^ 31,590.'^ 33.169,5 34,828.0 36,569.4 38,397.8
Rice Bran 2,592.0 2,721,6 2,857.7 3,000.6 3,150.6

Total Sales 34,182.0 35,391.1 37,685.7 39,569.9 41,548.4

Less: COST OF SALES

Ra« Materials (Met Palay) 28,800.0 30,240.0 31,752.0 33,339.6 35,006.6
Supplies & Materials 624.0 655.2 688.0 722.4 758.5
Direct Labor 120.0 126.0 132.3 138.9 145.9
Power Consutption 538.2 565.1 593.4 623.0 654.2
Fuel & Lubricant 67.0 70.4 73.9 77.6 81.4

Total Cost of Sales 30,149.2 31,656.7 33,239.5 34,901.5 36,646.5

6R0SS PROFIT MARBIN 4,032,8 4,234.4 4,446.2 4,668.5 4,901.9

Less: OPERATING EXPENSES

Salaries and Benefits
i

979.8 979.8 979.8 979.8 979.8
Adiinistrative Expenses 737; 2 737.2 737.2 737.2 737.2
Depreciation 846.6 846.6 846.6 846.6 846.6
Hgt, Consultancy Fee 300.0 300.0 300.0 300.0 300.0
Interest Expense 104.8 81.0 48.6 19.3 8.7

Total Operating Expenses 2,968.4' 2,944.6 2,912.1 2,882.8 2,872.3

NET INCOME 1,064.4 1,289.8 1,534.0 1,785.6 2,029.6

Add: OTHER INCOME
I

Trade Discount 308.6 324.1 340.3 357.3 375.2
Intfcrest Incoie 324.0•4 340.2 357.2 375.1 393.8

Total Other Incoae 632.6 664.3 697.5 732.4 769.0

ADJUSTED NET INCOME 1,697.0 1,954.1 2,231.5 2,518.0 2,798.6

Assutptions: ^
- Trade discount is 52 of cost of fara inputs
- Interest incase is INFFCl's share in CRBIN's interest incoae, equivalent to 32 of prod, loan
- Seeling price of rice is P 9,000/fflt. and for rice bran, P 4,000/at.
- Buying price of fresh palay is P 4,800/it.



Exhibit 3

PROJECTED CASHFLOW STATEMENT
(P '000!

Particulars Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

INFLQH
f j ’

Foreign Brant 
CRBIN Procresent Loan 
Outstanding Loan 
Counterpart 
Sales
Other IncDne
Capital Share Contribution

13,363.0
503.3
385.0

1,655.0
34,182.0

632.6
288

35,891.1
664.3
302.4

697.5
317.52

39,569.9
732.4

333.396

41,548.4
769.0

350.0658

Total Inflow 15,906.2 35,102.6 36,857.8 38,700.7 40,635.7 42,667.5

OUTFLOW

Fixed Assets' Acquisition 
Cost of Sales 
Salaries and Benefits 
Adsinistrative Expenses 
Hgt. Consultancy Fee 
Loan Asortization

10,383.0
30,149.2

979.8
737.2 
300,0

254.3

31,656.7

979.8
737.2
300.0
343.6

33,239.5
979.8
737.2
300.0
343.6

34,901.5
979.8
737.2
300.0
104.6

36,646.5
979.8
737.2
300.0
104.6

Total Outflow 10,383.0 32,420.5 34,017.2 35,600.0 37,023.0 38,768.1

NET INFLOK (OUTFLOW) 5,523.2 2,682.2 2,840.6 3,100.6 3,612.6 3,899.4

CASH BALANCE, BEG. 5,523.2 8,205.4 11,046.0 14,146.6 17,759.2

CASH BALANCE, END. 5,523.2 8,205.4 11,046.0 14,146.6 17,759.2 21,658.6

Assuifiptions:

- Foreign funding as in Exhibit 1 less asoi'nt for palay production loan and inst. dev., which will go 
to CRBIN and SFDC;

- Counterpart as provided by INFFCI/FOs/faraers in Exhibit 1 less the asiount for palay 
production ana institutional developient;

- Capital build-up per faris?r-beneficiary is P 240/ha., of which SOX is deposited by the FQs as 
as additional share capitalin INFFCIj increase at 5% yeafiy;



Exhibit 4

PROJECTED i^fllHNCE SHEET
(P '000)

Particulars Year 1 Year 2 lear 3 Year 4 Year 5

ASSETS

Current Assets

Cash 8,205.4 11,046.0 14,146.6 17,759.2 21,658.6

Total Current Assets 8,205.4 11,046.0 14,146.6 17,759.2 21,658.6

Fixed Assets

Land
Building 
Equipaent 

Total Cost of Fixed Assets 
Less: Accusulated depreciation 
Total Fixed Assets, Net

425.0
4,000.0
5,958.0
10,383.0

846.6
9,536,4

425.0
4,000.0
5,958.0

10,383.0
1,693.2
8,689.8

425.0
4,000.0
5,958.0

10,383.0
2,539.8
7,843.2

425.0
4,000.0
5,958.0

10,383.0
3,386.4
6,996.6

425.0
4,000.0
5.958.0 

10,383.0
4.233.0
6.150.0

Total Assets 17,741.8 19,735.8 21,989.8 24,755.8 27,808.6

LIABILITIES k CAPITAL

Lonq-Ters Liabilities
i

CRBIN Procureaent Loan 
ACPC/CRBIN Outstanding Loan

414.’0 
324-e

219.0
257.2 181.3 95.9

Total Long-Tera Liabilities 738.8 476.3 181.3 95.9

Capital 1

Equity
Additional Share Capital 
Donated Capital 
Retained Earnings

1.655.0 
288.0

13,363.0
1.697.0

1.655.0 
590.4

13,363.0
3.651.1

1,655.0
907.9

13,363.0
5,882.6

1,655.0
1,241.3

13,363.0
8,400.6

1,655.0
1,591.4
13,363.0
11,199.2

Total- Equities 17,003.0 19,259.5 21,808.6 24,659.9 27,808.6

Total Liabilities k Equity 17,741.8 19,735.8 21,989.8 24,755.9 27,808.6
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Schedule 1

FIXED ASSETS

Iteis Quantity Area/Capacity Equity Funding Total

Land i land Dev't
■ *i

i

Central Warehouse 
Satellite Warehouses

1
10

3,000 sqas.
500 sqis./unit

700.000
125.000

300.000
125.000

i
Warehouses

Central Warehouse 
Satellite Warehouses

1
10

24,000 bags capacity 
500 bags capacity

1,000,000 1.500.000
1.500.000

2.500.000
1.500.000

Riceiill (Hulti-pass) 1 3 HT capacity/hrdnput) 1,500,000 1,500,000

Mechanical Silo Dryer 1 40 HT capacity/day 2,350,000 2,350,000

Delivery Vehicles

Truck
Truck :

1
i

10 tons capacity 
5 tons capacity

800,000
400,000

800,000
400,000

Service Vehicles

AUV (Light pick-up) 
Hotorcycle

1
4

2.5 tons capacity 
120 cc

300.000
160.000

300.000
160.000

Accessaries I •

Weighing kale 
Noisture Tester 
Bag Closing Hachine

12
12
2

500 bags capacity 96.000
72.000
30.000

96.000
72.000
30.000

Office & CoMu'nication Eqp't

Cotputer^H/ printer 
Radio‘cosaunication set

2 PC cospatible 
1 Single sidetiar.c!

100,000
100,000

100,000
100,000

Office Furnitures 50,000 50,000

Total 1,475,000 8,908,000 10,383,000



Schedule 2

PROCUfiEMENT, DRYIN6 i MIILIN6 RECOVtfiV 
(in setric tons)

Particulars Year 1 Year 2 Year 3 Year 4 Year 5

fi) Procuresent 6,000 6,300 6,615 6,946 7,293

Less : Shrinkage IlOX) 600 630 662 695 729

Net Dry Height 5,400 5,670 5,954 6,251 6,564

B) Hilling Recovery

Clean Rice (652) 3,510 3,686 3,870 4,063 4,266

Rice Bran (122) 648 680 714 750 788

Rice Hall (232) 1,242 1,304 1,369 1,438 1,510

Assuaptions :
a) First year palay procureaent is cosputed based on;

Pracuresent/tia.j 2.5 «t
Area covered/cropping : 1,200 hectares
No. of croppings per year.* 2 ;

b) Palay procureeent volute is to increase by 5'/. yearly
c) Hoisture content of dried palay is 142
d) percentages in Billing recovery refer to net dry weight
e) Fresh palay is procured at 16-20X aoisture content



VARIABLE COST 
(Year 1)

Schedule 3

Particulars Asct'nt

Raw Haterials (Palay) 28,800,000

Direct labor 120,0si0

Supplies & Materials 624,000

Power Consusption 538,200

Fuel Consuiption 67,000

TOTAL 30,149,200

Assusptionss -i
- Palay procureaent : 6,000 mt, at P 4,800/it
- Supplies & «aterial s

a) Sack s '120,000 pcs. at P 4/pc '
b) Rubber roll : 240 sets at P 600/set; rubber roll replaceient

needed every 0.5 at
- Power Consusption

a) Rice iill : 75 kw, 10 hrs/day, 180 days, P 2.60/ kwh
b) Dryer*: 40 kw, 12 hrs/day, 150 days, P 2.60/kwh

- Fuel Consusption :
a) 5-tonner truck - 100 ka/day, 8 ks/lit, P 10/lit, 180 days
b) 10-tonner truck - 150 kss/day, 6 kt/lit, P 10/lit, 180 days

- Direct labor refers to handling cost fro® drying to filling, coeputet!
at P 1.00 per 50 kgs. bag

Schedule 4
FIXED COST 
(Year 1)

Particulars Aaount

Salaries & Benefits 979,000

Adainistrative Expenses 737,180

Depreciation 846,600

Mgt. Consultancy Fee 300,000

Interest Expense i 104,841

TOTAL . ' ' '’2,968,421



Schedule 5

ADMINISTRATIVE- EXPENSES

(Year 1)

PARTICULARS AtlQUNT

Repair & Maintenance 298,740

Po(*er Consuaption 65,520

Fuel i Lubricants 125,760

Insurance 199,160

Supplies & CosBunication 24,000

Miscellaneous 24,000

TOTAL 737,180

AsBunptions: i
' * \

- Repair and Maintenance is 3% of fixed lassets excluding land 
~ Insurance is 2! of fixed assets excluding land
- Power Consuaption J 10 kw/hr, 10 hrs/day, 252 days, P 2.60/k«h
- Fuel Consmption ;

a) AUV - iOO kas./day, 10 kas/lii-., 240 days, P iO/lit., i I'nzt
b) Hotorcycle - 100 k«s/day, 25 kss/l., 240 days, P 16.50/1., 4 units

- Supplies & coaaunication is P 2,000 santhly; so is aiscellaneous



Schedule 6

SALARIES BENEFITS

Particulars

A. Salaries

ilanaging Director
Auditor
Asst. Manager
Adsin./Finance Officer
Accountant/Bookkeeper
Adainistrative Assistant
Harketing Supervisor
Hilling/Drying Operator
l̂ arehouseffian
Driver
Helper
Security Guard 

Sub-total

B. Esployee Benefits 
(15X of salaries)

# Staff Ko. Rate/Pers Monthly Annual

22

7.500
5.000
5.000
5.000
3.500
3.500
3.500
2.500
2.500
2.500
2.000
2.500

7.500
5.000 

10,000
5.000
3.500
3.500
7.000
5.000
2.500
7.500 
12,000

2.500

90.000
60.000 
120,000

60,000
42.000
42.000
84.000
60.000
30.000
90.000
144,000

0̂,000

71,000 852,000

10,650 127,800

Total 81,650 979,800



Schedule 7

D£FT:tCIfiTION SCHEDULE

Equipisnt Cost Life Depreciation

1. Land 425,000

2. ysrehouses 4,000,000 25 liOjOOO

3. Riceisill 1,500,000 10 150,000

4. Mechanical Silo Dryer 2,350,000 10 235,000

5. Delivery Trucks 1,200,000 10 120,000

6i Service Vehicles 460,000 5 92,000

7. Accessories 198,000 5 39,600

8. Office & Co/js. Eqp't 200,000 5 40,000

9. Office Furnitures 50,000 5 10,000

Total 10,383,000 846,600



Schedule 8

AHQRTI2ATI0N SCHEDULE

Given: Loan Aiiiount:
Interest Rate p.a.: 
Hode of Paysient: 
Repayaent Period: 
Grace Period:

A. CRBIn Procureisent Loan

m\
Seii-annual 
3 years
& fflOS.

503,280

Paysent Aiortization Interest Principal Balance

30,197
119.477
119.477
119.477
119.477
119.477

30,197
30,1V7
24,840
19,162
13,143
6,7i3

89,2iiC
94,637
100,315
106,334
112,714

503,280
503,200
414,000
319,363
219,048
112,714

0

B. ACPC/CRBIN Outstanding Loan

Given: Loan Affiount: 385,000
Interest Rate p.a ,  s 127.
Mode of Payaent: Seei-annual
Repaysent Period: 5 years

Asortization Interest Principal Balance

0 385,000.
1 ' 52,309 23,100 29‘20'9 355,791
2 '■ 52,309 21,347 30 ,,962 324,829
3 ' 52,309 19,490 32,819 292,010
4 52,309 17,521 34,789 257,221

5 ■ 52,309 15,433 36,876 220,345
6 52,309 13,221 35,0fl8 181,257

7 52,309 10,875 41,43^; m , 8 2 i
8 52,309 8,389 45,920 95,903

9 52,309 5,754 46,555 49,348
ro 52,309 2,961 49,348 0



Schedule 9
TRAININB AND SKILLS-DEVEi.OPtlENT

Particulars

Proj. Orient., ;Leadership Dev. 
Basic Coop Course:^ Coop Mgt. 
Value Foruietion !

Mgt. Skills 
Developaent

Rice Process. 
it Karketing 
Technology

Isproved Palay 
Production 
Technology

Total

1. Target Gen. sesbership BQD Directors INFFCI Director key Staff & Proj. Benef. &
Project Staff & Key Staff Cogffl. Hesbers, Coiti. Hesbers Key Staff

& Key Staff

2. Duration 5 days/batch 3 days/batch 5 days 5 days 1 day

3. No. of batches 41 5 1 1 40

No. of Participants 1,630 150 30 20 1610

5. Type live-out live-in live-in live-in live-out

5. -Budget

Food/Heals (P 50/day/part.) 407,500 - 80,500 488,000

Board i Lodging (P 150/day/part.) - 67,500 22,500 15,000 - 105,000
•Supplies 4 laterials (P 50/part.) 81,500 7,500 1,500 1,000 80,500 172,000

fiesource Speakers (P 200/hr. for 164,000 24,000 '8,000 8,000 32,000 236,000

live-in, P 100/hr for live-out)
Staff Support (P 2,500/batch) 102,500 12,500 2,500 2,500 100,000 220,000

Total Budget 753,500 111,500 34,500 26,500 293,000 1,221,000

i. Source of Funding

Foreign Funding 348,000 111,500 34,500 26,500 212,500 733,000

.Counterpart (FOs/Farsers) 407,500 80,500 488,000



Schedule 10

HARKETfiBLE SURPLUS PER HECTARE 
(in .Tietric tons)

(
Particulars Quantity

Bross Harvest 4.5

Less ! Harvester/threshers Shsre 0.9

Reserve for Hose Consuaphon 0.!

Lease rental/land asort. payisent 0.6

Marke'.ible Surplus 2.5

Assuiptions :

- Ave. harvest per hectare is 90 cavans (4.5 ietric tons)
- Harvester i Thresher Share is 20S of gross harvest
- Lease rental/land aiortization is 12 cavans(0.6 it)/cropping

Schedule 11

PROCUREMENT FUND REQUIREMENT

Particulars Aiount

A. Required Per Hectare

Cost of Marketable Surplus 12,000
(at P 4,800/it)

Less: Production loan payiiient 4,500

Interest on Loan (62 for 180 days) 270

Capital Build-up 240

Procureient fund requiresent 6,990

B. Required for 1,200 Hectares 8,388,000

C. Initial'Procurefient Fund Req't

a) Initial Purchase 2,796,000
(at 3 turn-overs per prod, cycle)

b) Stock Inventory Reserve ' 559,200
(20/; per turn-over)

Total 3,355,700



PRODUCTION REQUIREMENT PER HECTARE & SOURCES OF FINANCING

Schedule 12^

PARTICULARS QTY. EQUITY LOAN TOTAL

I. Labor Inputs

Land Preparation 1 has. 1,810 1,810

Transplanting 820 820

Weeding/Cultivating 270 270

Harvesting/threshing 4,320 4,320

(20J of harvest)

II. Haterial Inputs

Seeds 1 bag 360 360

Fertilizers

14-14-14 4 bags 952 952

16-20-0 , 2 bags 440 440

Cheiicals

Insecticide 2 qts. 500 500

Herbicide
J ,

250 grss. 320 320

I
Insurance ,

PCIC (27. of loan) - 88 88
CISP (P 6.75 for 6 tos. - 30 30

per P 1,000 loan)

TOTAL 5,410 4,500 9,910



Schedule 13

pOHPARATlVE CCST RETURN ANALVSIS PEfi.HECWRE

W/Q Project W/ Project

Production 4 s/t 4.5 si

Less: Harvester-Threshers' Share 0.8 it 0.9 it

Reserve for hoiie consuisption 0.5 at 0.5 at

Lease rental/land aaort. 0,6 it O.o at

flarketable Surplus 2,1 mt 2.5 at

Sales of Wet Palay 7,980 12,000

Less: Production Expenses

Seeds 240 360
Fertilizers ).,392 1,392
CheiBicals 820 820
Insurance life
Interest Expense 1,207 270

Sub-Total 3,659 2,960

Net Cash Incose 4,321 ' 9,040

Percent Increase I09X

Assuiptions! ,

- Increase in yield is projected due to use of iiproyed palay technology
- Harvester-tftresher's share is 20X of gross harvest
- Prevailing price for wet palay is P 3,888.00/at; IKFFCI will buy it

frosi seabers at P 4,800.00/at to confor® with governsent buying price
- Higher cost'of seeds in the project is due to use of certified seeds
- Interest rate charged by private aoney lenders ranqes fros 5% - lOX 

liionthly '
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The  f i f t h  I . C . A  / J a p a n  T r a i n i n g  c o u r s e  f o r  

s t r e n g t h e n i n g  m anagem en t  o f  a g r i c u l t u r a l  c o - o p e r a t i v e s  i n  

A s i a  a s  f r o m  22 nd O c t o b e r  1990 t o  1 0 th  May 1991 i s  a u n i q u e  

o p p o r t u n i t y  f o r  me t o  u n d e r s t a n d  t h e  c o n c e p t s  o f  i n t e g r a t e d  

c o - o p e r a t i v e  d e v e l o p m e n t  s y s t e m s ,  p l a n n i n g  and m a n a gem en t  o f  

c o - o p e r a t i v e s .

My 2 m o n th s  s t a y  i n  I n d i a  w i t h  t h e  f e l l o w  p a r t i c i p a n t s  

o f  t h e  n i n e  A s i a n  c o u n t r i e s  g a v e  us  g o o d  o p p o r t u n i t y  t o  s h a r e  

o u r  e x p e r i e n c e s  on d e f f e r e n t  a s p e c t s  o f  a g r i c u l t u r a l  c o 

o p e r a t i v e s  i n  S o u t h  E a s t  A s i a .  C l a s s  room  s e s s i o n s  and f i e l d  

s t u d y  v i s i t s  f u r t h e r  e n h a n c e d  o u r  k n o w l e d g e  on c o - o p e r a t i v e s .  

T h i s  p r o j e c t  on m o d e r n i z a t i o n  o f  M.14 5  d e s i c c a t e d  c o c o n u t  

f a c t o r y  has  b e e n  p r e p a r e d  b a s i n g  on t h e  k n o w l e d g e  o b t a i n e d  b y  

roe u n d e r  t h i s  p ro g ram m e

I  make t h i s  o p p o r t u n i t y  t o  e x p r e s s  my g r a t i t u d e  t o  t h e  

s t a f f  members  o f  I . C . A .  R e g i o n a l  O f f i c e  i n  New D e l h i  and t h e  

p r o f e s s o r s  o f  I . I . K .  A h m e d a b a d . ,  who t o o k  a l o t  o f  p a i n  and 

t r o u b l e  t o  s h a r e  t h e i r  k n o w l e d g e  w i t h  u s ,  w i t h  s p e c i a l  

r e f e r e n c e  t o  o u r  p r o j e c t  d i r e c t o r  o f  I . C . A .  , Mr .  M .V .  Madane 

who t o o k  a s p e c i a l  i n t e r e s t  on u s .
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i n f o r m a t i o n  f o r  t h i s  p r o j e c t .
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1 : 1  T h i s  i s  a  p r o j e c t  o f  e x p a n d i n g  t h e  e x i s t i n g  p r o c e s s i n g  

c a p a c i t y  o f  t h e  d e s i c c a t e d  c o c o n u t  f a c t o r y  t h r o u g h  

m o d e r n i z a t i o n .  T h i s  f a c t o r y  i s  c a l l e d  ' M - 1 4 5 '  and i s  

owned  b y  D un agah a  C o c o n u t  P r o d u c e r s  C o - o p e r a t i v e  

S o c i e t y  L t d .  D un agah a .  T h i s  f a c t o r y  i s  n o t  p r e s e n t l y  

o p e r a t i n g .

1 : 2  I d l e  f a c t o r y  b u i l d i n g  and p l a n t  & m a c h i n e r y  w i l l  b e  

u t i l i z e d  w h e r e  p o s s i b l e  a l o n g  w i t h  new s o p h i s t i c a t e d  

m a c h i n e r y  t o  e x p a n d  and u p g r a d e  t h e  p r o d u c t i o n  o f  

d e s i c c a t e d  c o c o n u t .

1 : 3  By i n c r e a s i n g  t h e  q u a l i t y  o f  t h e  p r o d u c t ,  h i g h e r  p r i c e s

c o u l d  b e  d e r i v e d  and t h e r e b y  maximum b e n e f i t  c o u l d  b e  

p a s s e d  on t o  t h e  f a r m e r  m e m b ers .

1 : 4  T o t a l  c o s t  o f  t h e  p r o j e c t  i s  R s . 170 l a k h s .  R s .  65 l a k h s

w i l l  b e  c o n t r i b u t e d  b y  t h e  s o c i e t y  aind t h e  b a l a n c e  R s .  

105 l a k h s  w i l l  b e  b o r r o w e d  a s  a  l o n g  -  t e r m  l o a n  a t  17% 

i n t e r e s t  p e r  annum. T h e  i m p o r t a t i o n  o f  new m a c h i n e r y  

w o u l d  c o s t  R s .  97 l a k h s  and  t h e  l o c a l  c o s t  c o m p o n e n t  

w o u ld  b e  R s .  23 l a k h s .  E x i s t i n g  m a c h i n e r y ,  w h i c h  c a n  b e  

made u s e  o f  h a s  b e e n  e s t i m a t e d  a t  R s .  25 l a k h s .

1 : 5  A f t e r  m o d e r n i z a t i o n  t h e  p r o c e s s i n g  c a p a c i t y  o f  t h e

f a c t o r y  w i l l  b e  54000  c o c o n u t s  p e r  d a y  w h i c h  i s  

e q u i v a l e n t  t o  7250  K g s .  o f  d e s i c c a t e d  c o c o n u t .

I SUMMERY



1 : 6  E n t i r e  r e q u i r e m e n t  o f  c o c o n u t s  w i l l  b e  p r o c u r e d  f r o m  t h e  

members  o f  t h e  s o c i e t y .

1 : 7  T h e  e n t i r e  p r o d u c t i o n  o f  d e s i c c a t e d  c o c o n u t  w i l l  b e  

e x p o r t e d .

1 : 8  T h e  p r o j e c t  l i f e  i s  assumed  t o  b e  10 y e a r s  and t h e  p r e -  

- o p e r a t i o n a l  p e r i o d  i s  on e  y e a r .

1 : 9  A t  t h e  f i r s t  tw o  y e a r s  o f  o p e r a t i o n ,  t h e  f a c t o r y  w o u ld  

o p e r a t e  a t  70% and 90% c a p a c i t y  l e v e l s  r e s p e c t i v e l y .  

F rom  t h e  t h i r d  y e a r  o n w a r d s  i t  w o u l d  o p e r a t e  a t  100% 

c a p a c i t y .

C a p a c i t y  l e v e l s  h a v e  b e e n  b a s e d  on s e a s o n a l i t y  o f  t h e  

p r o d u c e  and n o t  on t h e  m a c h in e  c a p a c i t y .

1 : 1 0  T o t a l  p r o f i t  o f  t h e  p r o j e c t  i s  R s . 274  l a k h s .

1 : 1 1  T o t a l  r a w  m a t e r i a l  r e q u i r e m e n t  o f  t h e  p r o j e c t  i s  1047 

l a k h s  o f  c o c o n u t s .

1 : 1 2  F i n a n c i a l  a n a l y s i s

P a y  - b a c k p e r i o d 5 y e a r s

* B reak - - e v e n on s a l e s 65 %

* I .  R. R. 2 0 .46%

* N. P . V. 1 6 . 6 2

* B. C. R. 1 . 1

*■ D. S. C. R 1 . 3 0



T h i s  C h a p t e r  p r e s e n t s  t h e  s i g n i f i c a n c e  o f  c o c o n u t s

i n  S r i  L a n k a ,  D i f f e r e n t  c o c o n u t  p r o d u c t s ,  t h e

O r g a n i z a t i o n  C h a r t  o f  t h e  i n d u s t r y ,  and  t h e

h i s t o r i c a l  p e r s p e c t i v e  o f  t h e  D u n a g a h a  C o c o n u t

P r o d u c e r s  C o - o p e r a t i v e  S o c i e t y  L t d . , .

I n  S r i  L a n k a ,  t h e  m a in  a g r i c u l t u r a l  c r o p s  a r e  a s  

f o l l o w s .

( a )  T e a .

( b )  R u b b e r .

( c )  c o c o n u t .

( d )  P a d d y .

I n  t e r m s  o f  o u r  e x p o r t s  and F o r e i g n  e x c h a n g e

e a r n i n g s ,  w h i l e  t e a  and r u b b e r  o c c u p y  t h e  f i r s t  and t h e

s e c o n d  p o s i t i o n s  r e s p e c t i v e l y  c o c o n u t  t a k e s  t h e

t h i r d  p l a c e .  I n  p a r t i c u l a r ,  c o c o n u t  e x p o r t s  s t o o d

a t  R s .  1296 m i l l i o n  i n  1985 w h i c h  f e l l  s l i g h t l y  t o

R s .  1023 m i l l i o n  i n  1989 .  T h i s  f a l l  was  b a s i c a l l y

d ue  t o  communal d i s t u r b a n c e s  i n  t h e  c o u n t r y .

C o c o n u t  t r e e  g r o w s  w e l l  i n  t h e  w e t  and s e m i - d r y  

z o n e s .  ( l o w  c o u n t r y  w e t  z o n e ) .  A v e r a g e  r a i n f a l l  

r e q u i r e d  f o r  t h e  c o c o n u t  c u l t i v a t i o n  i s  a  r o u n d  1600 m 

I t r s .  p e r  y e a r .  Y i e l d  o f  t h e  c o c o n u t  c u l t i v a t i o n  w o u ld

X X  BACKt3-ROUND

2:1 Role of Coconuts in Sri Lanka



l a r g e l y  d e p e n d  on tw o  f a c t o r s .

*  R a i n f a l l  d u r i n g  t h e  y e a r

*  P r o p e r  and s y s t e m a t i c  m a n u r i n g  on y e a r l y  b a s i s

Y e a r l y  f e r t i l i z i n g  i s  t h e  m a j o r  c o s t  c o m p o n e n t  o f

a c o c o n u t  e s t a t e .  H o w e v e r  t h e  g o v e r n m e n t  p r o v i d e s  s o f t  

t e r m  l o a n s  f o r  t h i s  p u r p o s e .  I n  p a r t i c u l a r  t h e

f e r t i l i z e r  c o s t  p e r  a c r e  i s  e s t i m a t e d  a t  , a b o u t  

R s . l 4 0 0 / = .  A l l  o f  w h i c h  can  b e  f i n a n c e d  t h r o u g h  a  f o u r

y e a r  l o a n  w i t h  tw o  y e a r s  o f  m o r a t o r i u m  a t  a  s u b s i d y

i n t e r e s t  r a t e  o f  15% p e r  annum. B u t  t h i s  s ch em e  i s

a v a i l a b l e  o n l y  f o r  t h o s e  f a r m e r s  h a v i n g  c o c o n u t  

p l a n t a t i o n s  o f  o n e  o r  m ore  t h a n  25 a c r e s .

L i f e  s p a n  o f  a  c o c o n u t  p a lm  i s  a r o u n d  5 0 - 6 0  y e a r s .  

A c o c o n u t  p a lm  w o u ld  t a k e  5 - 7  y e a r s  t o  b e a r  f r u i t s .  

Once  i n  e v e r y  tw o  m on th s  a c r o p  c a n  be  h a r v e s t e d  and 

t h e r e  w i l l  b e  s i x  c r o p s  i n  a y e a r .  O u t  o f  t h i s  t h r e e  

c r o p s  w i l l  b e  h e a v y  and t h r e e  w i l l  b e  l e a n .  L e a n  s e a s o n  

i s  n o r m a l l y  f r o m  O c t o b e r  t o  F e b r u a r y .  D u r i n g  t h e  h e a v y  

s e a s o n  i t  i s  v e r y  d i f f i c u l t  t o  s e l l  c o c o n u t s  a t  a

r e m u n e r a t i v e  p r i c e .  Due t o  t h e  l a c k  o f  h o l d i n g  p o w e r  on 

t h e  p a r t  o f  f a r m e r s ,  c o c o n u t  d e a l e r s  e x p l o i t  t h e  

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

t i m e s  a r e  j u s t  a r o u n d  80% o f  t h e  r e g u l a r  p r i c e .  U n l e s s  

t h e  c o c o n u t  g r o w e r s  g e t  a g o o d  f a r m - g a t e  p r i c e ,  i t  i s  

d i f f i c u l t  t o  manage  t h e i r  c o c o n u t  e s t a t e s  p r o f i t a b l y .



C o c o n u t  i s  n o t  a h i g h l y  p e r i s h a b l e  f r u i t .  A f t e r  

p i c k i n g ,  c o c o n u t s  can  b e  k e p t  f o r  t h r e e  m on th s  w i t h o u t  

p r o c e s s i n g  and t h e r e f o r e  o n e  c o u l d  s p e c u l a t e  t h e  m a r k e t  

b e f o r e  s e l l i n g ,  w h i c h  i s  h i g h l y  r i s k y .

2 . 2

T h e  f o l l o w i n g  a r e  t h e  ma in  c o c o n u t  p r o d u c t s  w h i c h  we 

m a n u f a c t u r e .

( a )  D e s i c c a t e d  C o c o n u t .

( b )  C o p r a .

( c )  C o c o n u t  O i l .

( d )  F r e s h  n u t s . ( u s e d  m a i n l y  i n  d o m e s t i c  c o o k i n g  

i n  t h e  f o r m  o f  c o c o n u t  m i l k ) .

O u t  o f  t h e  c o c o n u t  p r o d u c t  e x p o r t s  d e s i c c a t e d  c o c o n u t  i s  

t h e  l a r g e s t  e x p o r t  e a r n e r  o f  t h e  c o u n t r y .

2 : 3  ADMINISTRATION AND MQHITQRmG_ OF CQCQHUT INDUSTRY.

T h e  a d m i n i s t r a t i o n  o f  c o c o n u t  i n d u s t r y  i n  S r i  L a n k a  i s  

c a r r i e d - o u t  t h r o u g h  a  w e l l  d e s i g n e d  t h r e e  t i e r  

s y s t e m  w h i c h  i s  a s  f o l l o w s .



M IN IS T R Y  OF COCONUT INDUSTRIES  :

T h e  M i n i s t r y  was  s e t  up i n  S e p t e m b e r  1 97 8 ,  u n d e r

a r t i c l e  45 ( 1 )  B o f  t h e  c o n s t i t u t i o n  w i t h  t h e  f o l l o w i n g

s u b j e c t s  and f u n c t i o n s  a s s i g n e d  t o  i t .

*  M a t t e r s  r e l a t i n g  t c  t h e  o v e r a l l  d e v e l o p m e n t  o f

c o c o n u t  p l a n t a t i o n ,  a g r i c u l t u r e  and a s s o c i a t e d  

p r o c e s s i n g ,  m a r k e t i n g  r e s e a r c h  and i n d u s t r i a l

a c t i v i t y .

* COCONUT.DEYELOPMEKT AUTHORITY__ l

E s t a b l i s h e d  u n d e r  t h e  p r o v i s i o n s  o f  t h e  C o c o n u t  

D e v e l o p m e n t  A c t  N o . 46 o f  197 1 ,  t h e  C o c o n u t

D e v e l o p m e n t  A u t h o r i t y  i s  v e s t e d  w i t h  t h e  f o l l o w i n g  

f u n c t i o n s .



i .  P r o m o t i o n  o f  m a n u f a c t u r i n g  c o c o n u t  p r o d u c t s

e s p e c i a l l y  b y  p r o v i d i n g  d i r e c t i o n s  f o r

m o d e r n i z a t i o n  and a s s i s t a n c e  i n  i n c r e a s i n g  t h e  

e f f i c i e n c y  o f  m a n u f a c t u r i n g  i n d u s t r i e s .

C o n d u c t i n g  and f u r t h e r i n g  s c i e n t i f i c  r e s e a r c h  

i n  c o n n e c t i o n  w i t h  t h e  p r o c e s s i n g  and

u t i l i z a t i o n  o f  c o c o n u t  p r o d u c t s  w i t h  t h e  

a s s i s t a n c e  o f  n a t i o n a l  and  f o r e i g n  r e s e a r c h  

o r g a n i z a t i o n s .

i i . P r e s c r i p t i o n  and m a i n t e n a n c e  o f  s t a n d a r d s  o f  

c o c o n u t  p r o d u c t s  m a n u f a c t u r e d  i n  o r  e x p o r t e d  

f r o m  S r i  L a n k a .

i i i . R e g u l a t i o n  o f  e x p o r t  and i m p o r t  o f  c o c o n u t  

p r o d u c t s  i n c l u d i n g  i m p o r t / e x p o r t  p r i c e s .

i v . M a r k e t  p r o m o t i o n  r e s e a r c h  and m a r k e t i n g  o f  

c o c o n u t  p r o d u c t s  w i t h i n  and o u t s i d e  S r i  L a n k a ,

V .  R e g u l a t i o n ,  c o n t r o l ,  s u p e r v i s i o n ,  d i r e c t i o n ,  

maneigement and i n s p e c t i o n  o f  t h e  m a n u f a c t u r e  

and m a n u f a c t u r i n g  u n i t s .

2:4 ESTABLISHMENT Of  CO QFERATJLgES.J}£ALI1!G .11111 

COCONUT PRODUCTS.

F rom  t h e  i n c e p t i o n ,  g o v e r n m e n t  h a s  t a k e n  a l l  t h e  

p r o m o t i o n a l  s t e p s  t o  i n c r e a s e  t h e  c o c o n u t  c u l t i v a t i o n ,  

p r o d u c t i o n ,  p r o c e s s i n g  and m a r k e t i n g  a s p e c t s  o f  t h e  

c o c o n u t  p r o d u c t s .



S i m i l a r l y  c o c o n u t  g r o w e r s  h a v e  b e e n  e n c o u r a g e d  b y  

t h e  g o v e r n m e n t  t o  f o r m  c o - o p e r a t i v e  s o c i e t i e s  t o  u n i t e  

t h e m s e l v e s  t o  o v e r c o m e  t h e i r  m a r k e t i n g  p r o b l e m s .  As  f a r  

b a c k  a s  1940 ,  t h e  c o c o n u t  d e a l e r s  w e r e  e x p l o i t i n g  t h e  

s m a l l  and medium c l a s s  c o c o n u t  g r o w e r s  b y  a d v a n c i n g  

m oney  a t  v e r y  h i g h  i n t e r e s t  r a t e s  and p u r c h a s i n g  t h e i r  

c o c o n u t s  a t  v e r y  l o w  p r i c e s .  I n v a r i a b l y  t h e  c o c o n u t  

g r o w e r s  w e r e  a t  t h e  m e r c y  o f  t h e  c o c o n u t  d e a l e r s .  When 

t h e  c o c o n u t  g r o w e r s  w e r e  f a c i n g  s u c h  h a r d s h i p s  t h e y  had 

u n i t e d  t h e m s e l v e s  and f o r m e d  c o - o p e r a t i v e  s o c i e t i e s  w i t h  

t h e  a s s i s t a n c e  o f  t h e  t h e n  c o c o n u t  B o a r d .  T h i r t y  n i n e  

s u c h  C o c o n u t  p r o d u c e r s '  C o - o p e r a t i v e  S o c i e t i e s  h a v e  

b e e n  o r g a n i z e d  i n  d i f f e r e n t  a r e a s  w i t h  t h e  common 

i n t e n t i o n  o f  o v e r c o m i n g  t h e  s a i d  p r o b l e m  o f  m a r k e t i n g  

t h e i r  p r o d u c e  a t  a  r e m u n e r a t i v e  p r i c e .  T h i s  i s  how 

D u n agah a  C o c o n u t  P r o d u c e r s '  C o - o p e r a t i v e  S o c i e t y  h a s  

come i n t o  e x i s t e n c e  i n  1940 .

2 : 5  _____ OVERALL S ITU AT IO N  :

2 : 5 : 1  LOCATION ; T h e  s o c i e t y  i s  l o c a t e d  a t  D u n a g a h a ,  a

s m a l l  t o w n ,  45  k i l o m e t e r s  aw ay  t o  t h e  n o r t h  o f  

C o l o m b o ,  t h e  s e a  p o r t  c a p i t a l  o f  S r i  L a n k a .  ( P l e a s e  

r e f e r  a n n e x t u r e  01  f o r  l o c a t i o n ) .

2 : 5 : 2  AREA OF OPERATION : T h e  s o c i e t y  h as  i t s  own a r e a  o f

o p e r a t i o n  w i t h i n  t h e  f i v e  A s s i s t a n t  G o v t .  A g e n t
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D i v i s i o n s  o f  t h e  Gampaha d i s t r i c t ,  i . e .  D i v u l a p i t i y a ,  

M in u w a n g o d a ,  K a t a n a ,  M i r i g a m a  and N egom b o .  T h e  number  

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

a s  f o l l o w s .

T a b l e  2 . 1  : L o c a t i o n  and M a g n i t u d e  o f  C o c o n u t

C u l t i v a t i o n .

A . G . A . D i v i s i o n H o . o f  V i l l a g e s A c r e a g e  U n d e r  C o c o n u t

D i v u l a p i t i y a 176 12847

M i r i g a m a 30 2000

K a t a n a 13 500

M in u w a n g od a
& Gampaha 22 1400

Negombo 2 N o t  a v a i l a b l e  a s  t h i s  
a r e a  h a s  b ecom e  
h i g h l y  R e s i d e n t i a l

T o t a l 243 16747

T h e  c l i m a t e  o f  t h e  command a r e a  i s  v e r y  much 

f a v o u r a b l e  f o r  t h e  c u l t i v a t i o n  o f  c o c o n u t .  A v e r a g e

r a i n f a l l  o f  t h e  a r e a  i s  1 7 5 0 - 2 0 0 0  mm. p e r  y e a r .

A v e r a g e  y i e l d  p e r  h e c t a r e  i s  6 2 5 0 - 7 5 0 0  c o c o n u t s  p e r  

y e a r .  T h e  r a n g e  w i l l  m a i n l y  d e p e n d  on t h e  r a i n f a l l .

2 : 5 : 3  MEMBERSHIP : An y  p e r s o n  who owns a  c o c o n u t  l a n d

w i t h i n  t h e  s a i d  a r e a  o f  o p e r a t i o n  can  b e  e n r o l l e d  a s  a
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member  o f  t h e  s o c i e t y .  Minimum a c r e a g e  r e q u i r e m e n t  i s  

h a l f  a  a c r e .  O n l y  t h o s e  who p o s s e s s  c o c o n u t  l a n d  w i l l  

b e  e n t i t l e d  t o  o b t a i n  t h e  m e m b e r s h ip  i n  t h e  s o c i e t y .  

S h a r e s  w i l l  be  a l l o c a t e d  and i s s u e d  a c c o r d i n g  t o  t h e  

a c r e a g e .  S h a r e  v a l u e  i s  R s . 5 0 0 / = p e r  s h a r e .  S h a r e  m oney

i s  c o l l e c t e d  i n  f o u r  y e a r l y  i n s t a l l m e n t s .  T h i s  w i l l  

m o s t l y  h e l p  t h e  s m a l l  f a r m e r s  t o  o b t a i n  m e m b e r s h ip  o f  

t h e  s o c i e t y .  As  p e r  t h e  b y - l a w s  10% i n t e r e s t  p e r  annum 

i s  p a i d  on t h e  p a i d - u p  s h a r e s  b e s i d e  d i v i d e n d s ,  i f  

a n y .  T o d a y  t h e  s o c i e t y  i s  r i c h  w i t h  966 a c t i v e  

m em b ers ,  c o v e r i n g  an a c r e a g e  o f  a b o u t  7484  a c r e s .  

M e m b e r s h ip  can  be  c l a s s i f i e d  a s  f o l l o w s .

T a b l e  2 : 2 Farm S i z e  C l a s s i f i c a t i o n

R an g e Mem bers A c r e a g e

0 1 - 0 5  A c r e s 540 1567

0 6 - 1 0 219 1676

1 1 - 1 5 83 1075

1 6 - 2 0 51 922

2 1 - 5 0  & a b o v e 73 2244

966 7484
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T h e  command a r e a  o f  t h e  s o c i e t y  i s  w e l l  i r r i g a t e d  and 

r o a d s  and t r a f f i c  c o n d i t i o n s  a r e  e x c e l l e n t .  P r e s e n t l y  

t h e  s o c i e t y  i s  n o t  e n r o l l i n g  a n y  new m em bers  a s  i t  i s  

n o t  i n  a p o s i t i o n  t o  s e r v e  a n y  m ore  m em b ers .

W i t h i n  t h e  command a r e a  t h e r e  a r e  f i v e  d e s i c c a t e d  

c o c o n u t  f a c t o r i e s  owned b y  t h e  p r i v a t e  s e c t o r .  S i n c e  

t h e  m o t i v e  o f  t h e  s o c i e t y  i s  n o t  p r o f i t  m a k in g  b u t  t o  

g i v e  t h e  b e s t  p o s s i b l e  p r i c e  t o  t h e  m em b ers ,  t h e  

s o c i e t y  i s  a l w a y s  i n  t h e  f o r e f r o n t  w h e r e  T h e  P r i c e  

f i x i n g  and p u r c h a s i n g  o f  c o c o n u t s  a r e  c o n c e r n e d .  T h e  

s o c i e t y  has  b ecom e  t h e  k e y  i n s t i t u t i o n  w h e r e  p r i c e  

f i x i n g  f o r  t h e  c o c o n u t s  i n  t h e  command a r e a .  I n  

g e n e r a l  t h e  members  o f  t h e  s o c i e t y  r e c e i v e  a b o u t  10% 

m o re  f o r  t h e i r  n u t s  t h a n  t h e  p r i c e s  f e t c h  b y  t h e  

n o n -m e m b e r s  f o r  t h e i r  s i m i l a r  p r o d u c e .

2:5:4: _gUJag_TIOaS. Q£ THE .SOCIETY__L The main function of the

s o c i e t y  i s  t o  p u r c h a s e  t h e  c o c o n u t s  p r o d u c e d  b y  i t s  

mem bers  and t o  g i v e  them  an a t t r a c t i v e  p r i c e  b y  

p r o c e s s i n g .  P r e s e n t l y  t h e  s o c i e t y  owns  t h r e e  

d e s i c c a t e d  c o c o n u t  f a c t o r i e s ,  tw o  o i l  m i l l s  and f i v e  

c o p r a  k i l n s .
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Coconut Consumption of the society.

Y e a r Q u a n t i t y

(L A K H S )

V a l u e  

( i n  R S .L A K H S )

1 9 8 5 -8 6

1 9 8 6 -8 7

1 9 8 7 -8 8

1 9 8 8 -8 9

1 9 8 9 - 9 0

225

200

126

82

JL 3S _

245

220

264

253

T h e  s o c i e t y  m a i n l y  c o n c e n t r a t e s  on t h e  p r o d u c t i o n  o f  

d e s i c c a t e d  c o c o n u t .  A l l  t h e  g o o d  q u a l i t y  n u t s  w i l l  b e  

u s e d  f o r  t h e  p r o d u c t i o n  o f  d e s i c c a t e d  c o c o n u t .  A l l  t h e  

c r a c k e d ,  i m m a tu r e ,  s m a l l  and r o t t e n  n u t s  w i l l  b e  

s e l e c t e d  and d i v e r t e d  f o r  t h e  p r o d u c t i o n  o f  C o p r a .  No 

g o o d - q u a l i t y  n u t s  w i l l  b e  u s e d  f o r  t h e  p r o d u c t i o n  o f  

c o p r a .

O i l  m i l l s  w i l l  b e  f e d  w i t h  c o p r a  and p a r i n g s  f o r  t h e  

m a n u f a c t u r e  o f  c o c o n u t  o i l .  P a r i n g s  i s  a  b y - p r o d u c t  o f  

d e s i c c a t e d  c o c o n u t .

T a b l e  2 : 4 ;  D e s i c c a t e d  C o c o n u t  P r o d u c t i o n .

Y e a r C o c o n u t  P r o c e s s e d  
[ i n  l a k h s ]

D/C P r o d u c t i o n  
[ i n  M / T o n s ]

1 9 8 5 -8 6 182 2564

1 9 8 6 -8 7 170 2450

1 9 8 7 -8 8 102 1296
1 9 8 8 -8 9 64 898
1 9 8 9 - 9 0 104 1310
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F o r  t h e  p u r p o s e  o f  i d e n t i f i c a t i o n ,  t h e  C o c o n u t  

D e v e l o p m e n t  A u t h o r i t y  has  a s s i g n e d  a  number  f o r  e a c h  

and e v e r y  d e s i c c a t e d  c o c o n u t  f a c t o r y .  T h e  f a c t o r i e s ,  

owned  b y  t h e  s o c i e t y  h a s  b e e n  g i v e n  t h e  f o l l o w i n g  

n u m b e r s .

1 )  M 74 S i t u a t e d  a t  D u n a ga h a .

2 )  M 145 S i t u a t e d  a t  D u n a g ah a .

3 )  M 80 S i t u a t e d  a t  K e h e l e l l a .

T h e  C a p a c i t y  o f  E x i s t i n g ‘ F a c t o r i e s .

F a c t o r y C a p a c i t y -  ( p e r  d a y )

N u t s  P r o c e s s e d  
( i n  t h o u s a n d s )

D/C P r o d u c t i o n  
( K g s . )

M 74 50 - 8 , 7 5 0  P r e s e n t l y  w o r i r i n g

M 145 21 2 , 8 0 0  N o t  w o r k i n g

M 80 50 6 , 7 5 0  P r e s e n t l y  w o r k i n g

121 1 6 , 3 0 0

F o r  t h e  l a s t  f o u r  y e a r s  M 145 f a c t o r y  was  n o t  i n  

p r o d u c t i o n .  T h e  d e s i c c a t e d  c o c o n u t  p r o d u c e d  i n  t h e  

f a c t o r y  was  p o o r  i n  q u a l i t y  and was  f o r c e d  t o  c l o s e 

down r e s u l t i n g  a d r o p  i n  t h e  t o t a l  number  o f  n u t s  

p r o c e s s e d  p e r  d a y  b y  t h e  s o c i e t y .

2 : 6  P r o b l e m s  F a c e d  By T h e  D e s i c c a t e d  C o c o n u t  I n d u s t r y .

I n  g e n e r a l  t h e  o v e r a l l  q u a l i t y  o f  t h e  d e s i c c a t e d
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c o c o n u t  p r o d u c e d  i n  S r i  L a n k a  i s  l o w  a s  c o m p a r e d  t o  

P h i l i p p i n e s ' .

R e a s o n s  : a )  O ld  m a c h i n e r y  i s  s t i l l  i n  u s e .

b )  M an u a l  h a n d l i n g  i s  v e r y  h i g h  and t h e r e b y  

t h e  e x p e c t e d  b a c t e r i a l  c o u n t  i s  v e r y  

h i g h .

c )  D e s i c c a t e d  c o c o n u t  i n v o l v e s  b a t c h -  

- p r o c e s s i n g

and t h e r e  i s  n o  u n i f o r m i t y  i n  q u a l i t y .

d )  A f t e r  s t e r i l i z a t i o n ,  n o  a u t o m a t i o n  

s y s t e m  t o  a v o i d  human c o n t s i m i n a t i o n .

e )  I n  l a b o u r  i n t e n s i f i e d  s y s t e m s ,  q u a l i t y  

d e p e n d s  on p e r s o n n e l  f a c t o r s .

f )  T h e  u n d e r m e n t i o n e d  e q u i p m e n t  c a n n o t  b e  

c l e a n e d  p r o p e r l y  t o  a v o i d  b a c t e r i a l  

c o n t a m i n a t i o n .

i )  D i s i n t e g r a t o r .

i i )  D r y e r s .

i i i )  S i f t e r .

O w in g  t o  t h e  a b o v e  f a c t o r s ,  S r i  L a n k a  a s  a w h o l e  w e r e  

f o r c e d  t o  e x p o r t  d e s i c c a t e d  c o c o n u t  a t  a  l o w e r  p r i c e  

th a n  t h e  i n t e r n a t i o n a l  m a r k e t  p r i c e .  P r e s e n t l y  t h e  

p r i c e  d i f f e r e n c e  i s  a b o u t  100 t o  150 D o l l a r s  p e r  

K/Ton  o f  d e s i c c a t e d  c o c o n u t ,  w h i c h  c o n s t i t u t e s  a b o u t  

10-15% o f  t h e  i n t e r n a t i o n a l  p r i c e .
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a )  R i s k  i s  m i n i m i z e d :  U n l i k e  a n y  o t h e r  c r o p ,  c o c o n u t

c u l t i v a t i o n  i s  a  v e r y  l o n g - t e r m  i n v e s t m e n t ,  w h i c h

g i v e s  r e v e n u e  t o  t h e  f a r m e r  r e g u l a r l y .  T h e  f a r m e r

i s  n o t  i n  a  p o s i t i o n  t o  c h a n g e  t h e  c r o p  o f  t h e

l a n d ” e a s i l y .  U n l e s s  t h e  c o - o p e r a t i v e  s o c i e t y

g u a r a n t e e s  t h e  f u t u r e  m a r k e t  f o r  c o c o n u t s ,  t h e

f a r m e r  w o u ld  n o t  b e  r e l i e v e d  o f  t h e  r i s k  o f  t h e

f u t u r e  demand f o r  c o c o n u t s .

b )  I n t e r n a t i o n a l  Q u a l i t y  S t a n d a r d s  :

T h e  c o - o p e r a t i v e  s o c i e t y  i s  n o t  i n  a  p o s i t i o n  t o

e n s u r e  t h e  f u t u r e  m a r k e t  f o r  c o c o n u t s  u n l e s s  i t

i n c r e a s e s  t h e  q u a l i t y  s t a n d a r d  o f  d e s i c c a t e d

c o c o n u t  p r o d u c e d  b y  t h e  s o c i e t y .  T h i s  w o u ld  o n l y

b e  p o s s i b l e  b y  m o d e r n i z i n g  t h e  e x i s t i n g

p r o d u c t i o n  p r o c e s s  t o  m a t c h  w i t h  t h e

i n t e r n a t i o n a l  q u a l i t y  s t a n d a r d s .

c )  C o m p e t i t i o n  : S t i f f  c o m p e t i t i o n  i n  t h e

i n t e r n a t i o n a l  m a r k e t  w i t h  t h e  o t h e r  f o r e i g n

m a n u f a c t u r e s  i s  f a c i l i t a t e d  f a c i l i t a t e d .  U n l e s s

t h e  d e s i c c a t e d  c o c o n u t  p r o d u c e d  b y  u s  i s  up  t o

t h e  s t a n d a r d  no  o n e  w o u l d  b u y  f r o m  us  n o r

c o u l d  we b a r g a i n  f o r  a  b e t t e r  p r i c e .  I f  no  s t e p s  

h a v e  b e e n  t a k e n  t o  i n c r e a s e  t h e  q u a l i t y  

s t a n d a r d s ,  f o r e i g n  c o m p e t i t o r s  w o u ld  d e f i n i t e l y  

d o m i n a t e  t h e  m a r k e t .

2:7 Negda and Justification For an Inproved System -•
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d )  Commanding  P o s i t i o n  : I f  t h e  p r o d u c t  t h a t  we

m a n u f a c t u r e  i s  u p t o  t h e  i n t e r n a t i o n a l  s t a n d a r d s ,  

t h e  s o c i e t y  i s  m ore  i n d e p e n d e n t  and s e l f - r e l i a n t .

e )  F o o d  P r o d u c t  : D e s i c c a t e d  c o c o n u t  i s  a f o o d

p r o d u c t  w h i c h  w o u ld  b e  consum ed  i n  f o r e i g n  

c o u n t r i e s  w i t h o u t  f u r t h e r  p r o c e s s i n g .  I t  i s  o u r  

r e s p o n s i b i l i t y  t o  p r o c e s s  t h e  P r o d u c t  i n  s u c h  a  

h y g i e n i c  way  t o  s u i t  t h e  i n t e r n a t i o n a l  s t a n d a r d s .

f )  G e n e r a l  P o l i c y  : E x p o r t i n g  o f  c o c o n u t  p r o d u c t s  i s  

o n e  o f  t h e  t h r e e  m a j o r  s o u r c e s  o u t  o f  w h i c h  we 

e a r n  f o r e i g n  e x c h a n g e .  I t  i s  t h e  g o v e r n m e n t  

p o l i c y  t o  u p - g r a d e  a l l  t h e  d e s i c c a t e d  c o c o n u t  

f a c t o r i e s  i n  o r d e r  t o  i n c r e a s e  t h e  q u a l i t y  o f  t h e  

p r o d u c t  t o  s u i t  t h e  r e q u i r e m e n t s  o f  t h e  

f o r e i g n  b u y e r s .  T h i s  w o u ld  e n a b l e  t h e  c o u n t r y  a s  

a  w h o l e  t o  i n c r e a s e  t h e  f o r e i g n  e x c h a n g e  e a r n i n g s  

t h r o u g h  t h e  e x p o r t  o f  d e s i c c a t e d  c o c o n u t  

G o v e r n m e n t .  has  a g r e e d  t o  g i v e  a  o u t r i g h t  g r a n t  

o f  R s . 6 0 0 , 0 0 0  t o  t h o s e  f a c t o r i e s  w h i c h  a r e  g o i n g  

f o r  m o d e r n i z a t i o n .

2 :8  Ad ti-Cip.ated gr.Qj.e.c..t..Benef 1 1s :

i )  I f  d e s i c c a t e d  c o c o n u t  p r o d u c e d  b y  t h e  s o c i e t y

f e t c h  a  h i g h e r  p r i c e ,  p u r c h a s i n g  p r i c e  o f  t h e  

c o c o n u t  c o u l d  a l s o  b e  i n c r e a s e d  p r o p o r t i o n a t e l y  

s o  t h a t  u l t i m a t e  b e n e f i t  w i l l  g o  t o  t h e  f a r m e r .



i i )  T h r o u g h  an a u t o m a t e d  s y s t e m ,  a  h i g h e r  r a t e  o f  

r e c o v e r y  and u n i f o r m  q u a l i t y  i s  f a c i l i t a t e d .

i i i )  R e j e c t i o n  r a t e  and w a s t e  w i l l  b e  m i n i m i z e d ,

i v )  H i g h e r  demand i s  c r e a t e d .

v )  P e r s o n n e l  f a c t o r s  may n o t  i n f l u e n c e  t h e  q u a l i t y  

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

I l l  O B J E C T I V E S .

T h e  m a in  o b j e c t i v e  o f  t h i s  p r o j e c t  i s  t o  e n h a n c e  t h e  

in  come o f  t h e  c o c o n u t  g r o w e r s  ( f a r m e r s )  b y  p r o c e s s i n g  t h e i r  

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

e x p o r t e d  t o  a n y  p a r t  o f  t h e  w o r l d .  T h e s e  o b j e c t i v e s  w i l l  

b e  a c h i e v e d  t h r o u g h  :

a )  S e c u r i n g  a  c o m p e t i t i v e  p r i c e  f o r  t h e  f i n a l  p r o d u c t .

b )  P r o v i d i n g  a h i g h e r  p r i c e  f o r  r a w  c o c o n u t s  o f  t h e  

m e m b e r s .

c )  I m p r o v i n g  t h e  p r o d u c t  q u a l i t y  t h r o u g h  r e d u c t i o n  and 

u n i f o r m a t i o n  o f  m o i s t u r e  , g r a d i n g  and m i n i m i z i n g  

b a c t e r i a l  c o u n t .

d )  M o d e r n i z i n g  t h e  p r o d u c t i o n  t e c h n i q u e s  and t h e r e b y  

i n c r e a s i n g  t h e  y i e l d  o f  d e s i c c a t e d  c o c o n u t .
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e )  E x p a n d i n g  t h e  p r o d u c t i o n  t o  t a k e  t h e  a d v a n t a g e s  o f  

e c o n o m i e s  o f  s c a l e  and t h e r e b y  e f f e c t i n g  c o s t  

r e d u c t i o n .

I V  F ’ R O J E C T  T O  M O D jE R N I Z E  

M — 1 4 5  F A C T O R Y

4 : 1  I n  o r d e r  t o  i n c r e a s e  t h e  q u a l i t y  o f  t h e  d e s i c c a t e d  

c o c o n u t  p r o d u c e d  b y  t h e  s o c i e t y ,  i t  i s  n e c e s s a r y  t o  

m o d e r n i z e  t h e  M-145  f a c t o r y  w h i c h  i s  p r e s e n t l y  c l o s e d  

d own .  T h i s  i s  an e x p a n s i o n  p r o j e c t  t h r o u g h

m o d e r n i z a t i o n .

4 : 2  T h i s  f a c t o r y  i s  s i t u a t e d  i n  t h e  same p r e m i s e s  o f  M-74 

f a c t o r y  a t  D u n a gah a .

4 : 3  On m o d e r n i z i n g  t h e  f a c t o r y ,  t h e  p r o c e s s i n g  c a p a c i t y  w i l l  

b e  au g m e n te d  up t o  54000  c o c o n u t s  p e r  d a y  w h i c h  i s  

e q u i v a l e n t  t o  7250  K g s .  o f  d e s i c c a t e d  c o c o n u t .

4 ; 4  M o d e r n i z i n g :

( a )  Same o l d  f a c t o r y  b u i l d i n g  w i l l  b e  u t i l i z e d  t o  h o u s e  

t h e  m a c h i n e r y .

( b )  A u t o m a t e d  s y s t e m s  w i l l  b e  i n t r o d u c e d  a f t e r  

s t e r i l i z a t i o n  o f  c o c o n u t  k e r n e l  s o  t h a t ,  m a n u a l  

h a n d l i n g  w i l l  b e  m i n i m i z e d .
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( c )  P h i l i p p i n e  t y p e  o f  d i s i n t e g r a t e r  w i l l  b e  u s e d  t o  

d i s i n t e g r a t e  c o c o n u t  k e r n e l  i n t o  u n i f o r m  p a r t i c l e s .

( d )  D r y i n g  o f  c o c o n u t  k e r n e l  w i l l  b e  d o n e  b y  a  K i l b u r n

a u t o m a t i c  d r y e r  w h i c h  w i l l  b e  o p e r a t e d  w i t h  s t e a m .  

A s t e a m  b o i l e r  w i l l  b e  i n s t a l l e d  t o  o b t a i n  t h e  

n e c e s s a r y  s t e a m  t o  run  t h e  d r y e r . T h e  a d v a n t a g e  o f  

u s i n g  s t e a m  t o  d r y  d e s i c c a t e d  c o c o n u t  i s  t h a t  t h e  

c o l o u r  s m e l l  and t h e  t a s t e  o f  d e s i c c a t e d  c o c o n u t

w i l l  b e  o f  v e r y  h i g h  s t a n d a r d .  A W a s t e

H e a t  U n i t  w i l l  b e  c o u p l e d  t o  t h e  b o i l e r  t o  o b t a i n  

t h e  e n e r g y  t o  run  t h e  b o i l e r .

( e )  G r a d i n g  w i l l  b e  d o n e  b y  an a u t o m a t i c  "ROTEX 

SCREENER" w h i c h  w o u l d  s e p a r a t e  t h e  d e s i c c a t e d  

c o c o n u t  a c c o r d i n g  t o  t h e i r  r e s p e c t i v e  p a r t i c l e  

s i z e s  a s  f i n e ,  medium, c o a r s e .

4 : 5  P r o c u r e m e n t  Q f  R a w - M a t e r i a l s  ( e x i s t i n g  s y s t e m ) :

1.  S h a r e s  o f  t h e  s o c i e t y  h a v e  b e e n  a l l o c a t e d  a c c o r d i n g  

t o  t h e  a c r e a g e  o f  t h e  f a r m e r s .  D u r i n g  t h e  h e a v y  

s e a s o n  a  member  ' i s  e n t i t l e d  t o  s u p p l y  1000  n u t s  p e r  

s h a r e .  D u r i n g  t h e  l e a n  s e a s o n  t h e  e n t i t l e m e n t  i s  

800 c o c o n u t s  p e r  s h a r e .

2 .  C o c o n u t s  w i l l  b e  p u r c h a s e d  f r o m  t h e  m em bers  on

q u a l i t y  b a s i s .  P r i c e  w i l l  b e  d e t e r m i n e d  b y  t h e

w e i g h t  o f  t h e  c o c o n u t  k e r n e l .  G ood  q u a l i t y  n u t s  

w o u ld  d e f i n i t e l y  f e t c h  a  b e t t e r  p r i c e  t h a n  t h e  l o w  

q u a l i t y  n u t s .
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3 A s  s o o n  a s  t h e  c o c o n u t s  h a v e  b e e n  p i c k e d  b y  t h e  

n e m b e r s  i t  h a s  t o  b e  r e g i s t e r e d  w i t h  t h e  s o c i e t y .

4 T w e n t y  o n e  d a y s  a f t e r  p i c k i n g ,  c o c o n u t s  w i l l  b e  

r e a d y  f o r  p r o c e s s i n g .  A c c o r d i n g  t o  t h e  

c h r o n o l o g i c a l  o r d e r  o f  t h e  r e g i s t r a t i o n ,  c o c o n u t s  

w i l l  b e  h u s k e d  b y  t h e  h u s k e r s  o f  t h e  s o c i e t y .

5 H usk ed  n u t s  w i l l  b e  t r a n s p o r t e d  t o  t h e  s o c i e t y  f r e e  

o f  c h a r g e .  S o c i e t y  h as  i t s  own f l e e t  o f  v e h i c l e s  t o  

t r a n s p o r t  c o c o n u t s .

6 C o c o n u t s  w i l l  b e  g r a d e d  i n  t h e  s o c i e t y  a s  n o  1 ,  no

2 and no  3 c o c o n u t s .

7 A random  s a m p l e  o f  100 n u t s  w i l l  b e  d raw n  

s e p a r a t e l y  f r o m  e a c h  and e v e r y  h e a p ,  and  p r o c e s s  

s e p a r a t e l y  u p - t o  k e r n e l  w e i g h t .

8 D a i l y  p r o d u c t i o n  o f  d e s i c c a t e d  c o c o n u t  w i l l  b e  

a p p o r t i o n e d  a c c o r d i n g  t o  t h e  k e r n e l  w e i g h t  and 

c a l c u l a t e  t h e  p r i c e  p e r  1000  c o c o n u t s  f o r  e a c h  

m e m b e r .

9 P a y m e n t  w i l l  b e  made w i t h i n  10 d a y s  a f t e r  

p r o c e s s i n g .

10 B o a r d  o f  D i r e c t o r s  w o u ld  d e t e r m i n e  t h e  p u r c h a s i n g

p r i c e  o f  c o c o n u t s  d e p e n d i n g  upon  t h e  f o r w a r d  s a l e s  

d o n e  b y  t h e  s o c i e t y .  S i n c e  t h e  s o c i e t y  owns  t h r e e  

d e s i c c a t e d  c o c o n u t  f a c t o r i e s ,  t h e  d a i l y

c o n s u m p t i o n  w o u l d  b e  a r o u n d  1 7 5 ,0 0 0  c o c o n u t s  p e r
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d a y .  I f  t h e  s o c i e t y  i s  n o t  i n  a  p o s i t i o n  t o  

p r o c u r e  t h e  e n t i r e  r e q u i r e m e n t  f r o m  t h e  e x i s t i n g
e-

m e m b e r s h ip  t h e  s o c i e t y  c o u l d  e n r o l l  new m em bers  

w i t h i n  t h e  command a r e a .

4 : 6  P r o c e s s i n g : P r o d u c t i o n  p r o c e s s  o f  m a n u f a c t u r i n g

d e s i c c a t e d  c o c o n u t  i s  c o m p a r a t i v e l y  s i m p l e .  B u t  m ore

m odern  and  s o p h i s t i c a t e d  m a c h i n e r y  has  t o  b e  u s e d  , i n

p r o c e s s i n g  c o c o n u t s .  W h i l e  p r o c e s s i n g ,  c o l o u r  t a s t e  and 

s m e l l  a r e  t h e  ma in  f a c t o r s .  And i t  s h o u l d  n o t  b e  

d e t e r i o r a t e d  w h i l e  p r o c e s s i n g .  T h e  p r o d u c t  s h o u l d  b e  

f r e e  f r o m  f o r e i g n  m a t e r i a l s .  P r o d u c t i o n  p r o c e s s  m u s t  b e  

c a r r i e d  o u t  a s  h y g i e n i c a l l y  a s  p o s s i b l e .  S i n c e  t h e  

p r o d u c t  i s  d i r e c t l y  u s e d  f o r  human c o n s u m p t i o n  w i t h o u t  

f u r t h e r  p r o c e s s i n g ,  g r e a t  c a r e  must  b e  t a k e n  t o  e n s u r e  

t h a t  t h e r e  i s  no  b a c t e r i a l  c o n t a m i n a t i o n  w h i l e  

p r o c e s s i n g .  C o c o n u t  k e r n e l  i s  h i g h l y  p e r i s h a b l e  and i t  

has  t o  b e  p r o c e s s e d  w i t h i n  2 h o u r s  a f t e r  r e m o v i n g  t h e  

s h e l l .  M o i s t u r e  c o n t e n t  o f  t h e  k e r n e l  i s  55%. T h i s  

w o u ld  -  b e  r e d u c e d  u p t o  3% b y  o v e n n i n g  a t  a  t e m p e r a t u r e  

o f  95 d e g r e e s  o f  c e n t i g r a d e .  T h e  d e s i c c a t e d  c o c o n u t  

p a c k e d  i n  b a g s  c o u l d  be  k e p t  f o r  6 m o n th s .

4 : 7  Q u a l i t y  C o n t r o l  : I n  o r d e r  t o  m a i n t a i n  h i g h  q u a l i t y  

s t a n d a r d s  i t  i s  v e r y  i m p o r t a n t  t o  h a v e  a l a b o r a t o r y

w i t h i n  t h e  f a c t o r y  p r e m i s e s .  E ach  and e v e r y  s t a g e  o f

p r o d u c t i o n  s h o u l d  b e  c h e c k e d  b y  l a b o r a t o r y  t e s t s  s o  a s
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t o  e n s u r e  t h a t  S a l m o n e l l a  o r  a n y  o t h e r  t y p e  o f  a g e r m  

has  n o t  b e e n  e n t e r e d  i n t o  t h e  p r o d u c t .

4 : 7 : 1  B a s i c  C h a r a c t e r i s t i c s  o f  t h e  P r o d u c t  :

*  M o i s t u r e  c o n t e n t  s h o u l d  b e  l e s s  t h a n  3%.

*  T h e  t a s t e  and s m e l l  o f  d e s i c c a t e d  c o c o n u t  s h o u l d  b e  

s w e e t  & p l e a s a n t .

*  I t  s h o u l d  b e  f r e e  f r o m  c h e e s y ,  s m o k y ,  s o a p y ,  s o u r  

and o t h e r  u n d e s i r a b l e  f l a v o u r s .

*  B a c t e r i a l  c o u n t  s h o u l d  b e  l e s s  t h a n  5000  p e r  o n e

g ram  o f  d e s i c c a t e d  c o c o n u t .

E n t e r o b a c t e r i a  c o u n t  s h o u l d  b e  l e s s  t h a n  100 p e r

one  g ra m  o f  d e s i c c a t e d  c o c o n u t .

*  I t  s h o u l d  b e  f r e e  f r o m  E C o l i  and S a l m o n e l l a  -

c o n t a m i n a t i o n s .

*  F i n e  g r a d e  o f  D e s i c c a t e d  c o c o n u t  can  c o n t a i n  o n l y

20% Medium g r a d e  and t h e  Medium g r a d e  can  c o n t a i n

*  o n l y  20% F i n e  g r a d e .

*■ F i n e  & Medium g r a d e s  o f  d e s i c c a t e d  c o c o n u t  s h o u l d

c o n f i n e  t o  t h e  r e s p e c t i v e  p a r t i c l e  s i z e s .

*  A c c o r d i n g  t h e  t i n t o m e t e r  t e s t ,  c o l o u r  s h o u l d  b e  

a s  f o l l o w s  :

i . Red - L e s s  t h a n  .2

i i .  Y e l l o w  - L e s s  t h a n  .7

i i i .  B l u e  - L e s s  t h a n  .1
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a )  U n l i k e  o t h e r  p r o d u c t s  d e s i c c a t e d  c o c o n u t  w i l l  b e  

s o l d  f o r w a r d  b e f o r e  t h e  p r o d u c t i o n  t a k e s  p l a c e .  

F o r w a r d  s a l e s  i n v o l v e  a  l o t  o f  r i s k  a s  t h e  m a r k e t  

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

m a r k e t  c o n d i t i o n s .  J u s t  t o  m i n i m i z e  r i s k ,  i t  i s  

a l w a y s  b e t t e r  t o  s e l l  f o r w a r d  o n l y  f o r  a  m on th  o r  

l e s s  t h a n  a  m o n th ,  d e p e n d i n g  upon t h e  m a r k e t  

c o n d i t i o n s .

b )  I n  S r i  L a n k a  t h e r e  i s  no  l o c a l  m a r k e t  f o r  

d e s i c c a t e d .  c o c o n u t .  I t  h as  t o  b e  d e p e n d e n t  upon 

t h e  I n t e r n a t i o n a l  m a r k e t .

c )  D e s i c c a t e d  c o c o n u t  w i l l  b e  s o l d  t o  l o c a l  s h i p p e r s  

t h r o u g h  b r o k e r s  a p p o i n t e d  b y  t h e  C o c o n u t  

D e v e l o p m e n t  A u t h o r i t y .  S a l e s  w i l l  b e  d o n e  on 

c o n t r a c t  b a s i s .

d )  P r e s e n t l y  o u r  d e s i c c a t e d  c o c o n u t  i s  e x p o r t e d  t o  

E . E . C .  c o u n t r i e s  and t o  t h e  M i d d l e  E a s t .  A f t e r  

m o d e r n i z a t i o n  we can  e x p o r t  t o  N o r t h  A m e r i c a n  

m a r k e t  t o o .

e )  D e s i c c a t e d  c o c o n u t  w i l l  b e  p a c k e d  i n  b u y e r s '  b a g s .  

T h e r e f o r e  s a l e s  has  t o  b e  d o n e  b e f o r e h a n d .

f )  E a c h  d a y s '  p r o d u c t i o n  w i l l  b e  s a m p l e d  b y  t h e  

C o c o n u t  D e v e l o p m e n t  A u t h o r i t y  on t h e  f o l l o w i n g  d a y .  

A f t e r  t h e  s a m p l i n g ,  g o o d s  c a n  b e  d i s p a t c h e d  t o  t h e

4:8 Marketing :
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r e s p e c t i v e  b u y e r s '  s t o r e s .

g )  T h e  s o c i e t y  w i l l  h a v e  t o  i s s u e  a q u a l i t y

c e r t i f i c a t e .  when d i s p a t c h i n g  g o o d s  t o  b u y e r s

s t o r e s .  T h i s  has  t o  b e  d o n e  a c c o r d i n g  t o  t h e

r e q u i r e m e n t s  o f  t h e  o v e r s e a s  b u y e r s  and i n

a c c o r d a n c e  w i t h  t h e  s a l e s  c o n t r a c t .

h )  S r i  L a n k a  c o c o n u t  p r o d u c e r s '  c o - o p e r a t i v e  S o c i e t y  

U n i o n  L t d . ,  i s  o u r  a p e x  o r g a n i z a t i o n  w h i c h  i s  

t r y i n g  h a r d  t o  t a k e - o v e r  t h e  m a r k e t i n g  a s p e c t  o f  

a l l  t h e  c o c o n u t  p r o d u c e r ' s  c o - o p e r a t i v e s .

i )  P r e s e n t l y  v e r y  f e w  e x p o r t s  a r e  d o n e  t h r o u g h  t h e

a p e x  o r g a n i z a t i o n .  T h i s  o r g a n i z a t i o n  i s  

r e o r g a n i z i n g  i t s '  a c t i v i t i e s  i n  s u c h  a w a y ,  s o  t h a t  

i t  c o u l d  h a n d l e  t h e  e x p o r t s  o f  d e s i c c a t e d  c o c o n u t  

p r o d u c e d  i n  a l l  t h e  c o - o p e r a t i v e s .

j )  A f t e r  m o d e r n i z a t i o n  o f  K 145 f a c t o r y ,  i t  i s  

p o s s i b l e  t o  i s s u e  a  q u a l i t y  c e r t i f i c a t e  f o r  i t s  

p r o d u c t i o n  and a l l  e f f o r t s  w i l l  b e  made t o  e x p o r t  

t h e  p r o d u c e  t h r o u g h  t h e  a p e x  o r g a n i z a t i o n .

k )  The  d e s i c c a t e d  c o c o n u t  t h a t  c a n n o t  b e  e x p o r t e d  

t h r o u g h  t h e  a p e x  o r g a n i z a t i o n  w o u ld  b e  e x p o r t e d  

t h r o u g h  t h e  l o c a l  s h i p p e r s .

4 : 9  B y - p r o d u c t  P r o c e s s i n g  : P a r i n g s  i s  a b y - p r o d u c t  o f

d e s i c c a t e d  c o c o n u t  w h i c h  h as  a  m a r k e t - a b l e  v a l u e .  

P r e s e n t l y  t h e  s o c i e t y  i s  h a v i n g  tw o  o i l  m i l l s  w i t h  f o u r
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o i l  e x p e l l e r s .  A l l  t h e  p a r i n g s  w h i c h  we g e t  f r o m  M 145 

f a c t o r y  w i l l  b e  c u t  and d r i e d  t h e n  and t h e r e  t o  a v o i d  

g e t t i n g  r a n c i d .  T h e  d r i e d  p a r i n g s  w i l l  b e  i s s u e d  a s  

i n p u t  t o  t h e  o i l  m i l l .  40  K g s .  o f  d r i e d  p a r i n g s  w o u l d  b e  

o b t a i n e d  f o r  on e  M/Ton o f  d e s i c c a t e d  c o c o n u t .  When 

p r o c e s s i n g  t h e  p a r i n g s  t h e  o u t p u t  w i l l  b e  a s  f o l l o w s  :

61% -  o i l .

35% -  P o o n a c .

04% -  N o r m a l  l o s s .

100%

P a r i n g s  o i l  c a n n o t  b e  e x p o r t e d  b u t  i t  c a n  b e  s o l d  

l o c a l l y  f o r  c o o k i n g  p u r p o s e s  and  f o r  m a n u f a c t u r i n g  o f  

s o a p .  P a r i n g s  p o o n a c  a l s o  c a n n o t  b e  e x p o r t e d  b u t  i t  h as  

a m a r k e t  l o c a l l y .  The  o t h e r  b y - p r o d u c t s  a r e  a s  f o l l o w s

i )  B r o k e n  s h e l l s .

i i )  C o c o n u t  w a t e r .

C o c o n u t  s h e l l s  c a n n o t  b e  b u r n t  w i t h i n  t h e  f a c t o r y

p r e m i s e s .  And t h i s  w i l l  b e  s o l d  o u t .  I n d u s t r i a l  o i l

c o u l d  be  e x t r a c t e d  o u t  o f  c o c o n u t  w a t e r ;  3 . 5  K g s .  o f

M a jan  o i l  c o u l d  be  o b t a i n e d  o u t  o f  c o c o n u t  w a t e r  i n  1000

c o c o n u t s .

4 : 1 0  B a ck w a rd  S e r v i c e s  t o  Members  :

i )  H u s k in g  and t r a n s p o r t a t i o n  o f  c o c o n u t s  w i l l  b e  d o n e
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i i )  O nce  t h e  c o c o n u t s  h a v e  b e e n  r e g i s t e r e d  w i t h  t h e  

s o c i e t y ,  a  m e n b e r  i s  e n t i t l e d  t o  g e t  a  c r o p  l o a n  

o f  75% o f  t h e  v a l u e  v a l u e  o f  t h e  c o c o n u t s  

r e g i s t e r e d .  No i n t e r e s t  w i l l  b e  c h a r g e d  on c r o p  

l o a n s  and t h e  d u r a t i o n  o f  t h e  l o a n  i s  4  m o n th s .

i i i )  F e r t i l i z e r  w i l l  b e  s u p p l i e d  t o  K e a ib e r s  i n  t i n e  on 

c r e d i t  b a s i s .  No i n t e r e s t  w i l l  b e  c h a r g e d  on 

f e r t i l i z e r  l o a n s  and t h e  d u r a t i o n  o f  t h e  l o a n  i s  14 

m o n th s .  F e r t i l i z e r  w i l l  b e  d e l i v e r e d  t o  t h e  

m e m b e r s '  e s t a t e s  f r e e  o f  c h a r g e .

i v )  I n d u c e  p a r t i c i p a t i o n  s p i r i t  o f  f a r m e r s

t h r o u g h r e t u r n  o f  p r o f i t s ,  s e c o n d  p a y m e n t s  and 

i n t e r e s t  on s h a r e  c a p i t a l .

v )  D e a t h  D o n a t i o n  s ch em e  h as  a l s o  b e e n  o r g a n i z e d  among 

m e m b e r s .

v i )  T h e  s o c i e t y  a l s o  p l o u g h s  t h e  c o c o n u t  e s t a t e s  o f  t h e  

members  a t  a  v e r y  n o m i n a l  f e e .

v i i ) T h e  s o c i e t y  h o l d s  s e m i n a r s  and w o r k - s h o p s  t o  

e d u c a t e  m em bers  on l a t e s t  m e t h o d s  o f  m a n u r i n g ,  

c o v e r  c r o p s  t h a t  can  b e  d e v e l o p e d  a l o n g  w i t h  t h e  

c o c o n u t  p l a n t a t i o n  and on v a r i o u s  t y p e s  o f  s u b s i d y  

s c h e m e s  o r g a n i z e d  b y  t h e  g o v e r n m e n t  t o  h e l p  t h e  

s m a l l  f a r m e r s .

by the society.
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V DETAILS OF OE^ERATION .

H u s k i n g  o f  C o c o n u t s  : H u s k i n g  o f  c o c o n u t s  w i l l  b e  d o n e  

b y  t h e  s o c i e t y .  When t h e  n u t s  a r e  r e a d y  f o r  h u s k i n g ,  

h u s k e r s  w i l l  b e  s e n t  b y  t h e  s o c i e t y  t o  h usk  t h e  n u t s  

w h i c h  a r e  l y i n g  i n  m e m b e rs '  e s t a t e s .  H u s k i n g  i s  d o n e  

m a n u a l l y  and t h e  h u s k e r s  w i l l  b e  p a i d  on p i e c e - r a t e  

b a s i s .  A h u s k e r  w i l l  husk  a b o u t  1500 t o  2000  n u t s  p e r  

d a y .

T r a n s p o r t i n g  o f  C o c o n u t s  : H usk ed  n u t s  w i l l  b e  t r a n s

p o r t e d  t o  t h e  s o c i e t y  b y  t r a c t o r s  and  l o r r i e s  owned

b y  t h e  s o c i e t y .  N u t s  w i l l  b e  c o u n t e d  i n  t h e  p r e s e n c e

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

r e m o v i n g  t h e  n u t s  f r o m  t h e  e s t a t e s .  L o a d i n g  o f

c o c o n u t s  i s  d o n e  on d a i l y  p a y  b a s i s .

S o r t i n g  o f  C o c o n u t s  : T h i s  i s  h i g h l y  a  s k i l l e d  j o b .

A l l  t h e  c o c o n u t s  t h a t  has  b e e n  t r a n s p o r t e d  t o  t h e  

s o c i e t y ,  w i l l  b e  s o r t e d  b y  a s p e c i a l  g a n g  who w i l l  b e

p a i d  on d a i l y  p a y  b a s i s .  S o r t i n g  w i l l  b e  d o n e  as

f o l l o w s :

Good N u t s  -  N o : l  G r a d e

S p l i t  N u t s  -  N o : l  G r a d e

Im m atu re  N u t s -  N o : 2 G r a d e

S m a l l  N u t s  -  N o : 2 G r a d e

G e r m i n a t e d  N u t s  N o : 2 G r a d e  

R o t t e n  & Em pty

N u t s - N o : 3  G r a d e

29



f a c t o r y  b i n s  w i l l  b e  d o n e  m a n u a l l y .  A l l  t h e  c o c o n u t s ,  

t h a t  h as  t o  b e  p r o c e s s e d  h a s  t o  b e  p u t  i n t o  t h e s e  

b i n s .  E m p l o y e e s  w i l l  b e  w o r k i n g  on p i e c e  r a t e  b a s i s .

5 : 5  H a t c h e t i n g  : R e m o v in g  o f  t h e  c o c o n u t  s h e l l s  w i l l  b e  

d o n e  m a n u a l l y .  T h i s  i s  h i g h l y  a s k i l l e d  j o b  and w i l l  

b e  p a i d  on p i e c e  r a t e  b a s i s .  E ac h  p e r s o n  w i l l  r e m o v e  

t h e  s h e l l s  o f  a b o u t  2700 c o c o n u t s  p e r  d a y  and w o r k  f o r  

a b o u t  10 -  12 h o u r s .

5 :6  S h a v i n g  : S h a v i n g  o r  p e e l i n g  t h e  b row n  l a y e r  o f

h a t c h e t e d  c o c o n u t s  w i l l  a l s o  b e  d o n e  m a n u a l l y  and t h i s  

t o o  i s  h i g h l y  a s k i l l e d  j o b .  W ages  w i l l  b e  p a i d  on 

p i e c e  r a t e  b a s i s .  E v e r y  h a t c h e t e r  w i l l  r e q u i r e  a 

s h a v e r  o r  p e e l e r .  T h i s  i s  a  s e c t i o n  w h e r e  l o t  o f  

s u p e r v i s i o n  i s  n e e d e d .  I f  s h a v i n g  i s  n o t  d o n e  

p r o p e r l y  i t  w i l l  e f f e c t  t h e  q u a l i t y  o f  t h e  p r o d u c t ,  

and i f  s h a v i n g  i s  d o n e  m o re  v i g o r o u s l y ,  o u t - t u r n  w i l l  

b e  l o w  and t h e  members  w i l l  g e t  a l o w  p r i c e  f o r  t h e i r  

n u t s .  W o r k i n g  h o u r s  w i l l  b e  s l i g h t l y  m ore  th a n  t h e  

h a t c h e t i n g  t i m e .

■5 : 7  W a s h in g  : S h a v e d  o r  p e e l e d  c o c o n u t  k e r n e l  h as  t o  b e

w a sh e d  m a n u a l l y .  C o c o n u t  k e r n e l  w i l l  b e  c o l l e c t e d  i n  

s t a i n l e s s  s t e e l  t a n k s  f o r  w a s h i n g .  W a s h in g  w i l l  b e  

d o n e  i n  t w o  s t a g e s .  W ages  w i l l  b e  p a i d  i n  p i e c e  r a t e  

b a s i s .

5 :4 F e e d in g  o f  Coconuts  : F e e d in g  o f  c o con u ts  i n t o  th e
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p a s s i n g  i t  t h r o u g h  b o i l i n g  w a t e r  f o r  a p e r i o d  o f  90 

s e c o n d s .  T h i s  w o u ld  e n a b l e  t o  k i l l  t h e  g e r m s  i f  a n y  i n  

t h e  c o c o n u t  k e r n e l .  T h e  e n t i r e  p r o c e s s  i s  d o n e  w i t h  

t h e  h e l p  o f  s c r e w  c o n v e y e r s .  O i l  f i r e d  b u r n e r  i s  

i n s t a l l e d  t o  h e a t  up t h e  w a t e r  and t h i s  w i l l  o p e r a t e  

c o n t i n u o u s l y  r i g h t  t h r o u g h o u t  t h e  p r o c e s s  u n t i l  t h e  

w o r k  i s  o v e r .

5 : 9  D i s i n t e g r a t o r  : S t e r i l i z e d  c o c o n u t  k e r n e l  w i l l  b e  s e n t

t h r o u g h  a s c r e w  c o n v e y o r  i n t o  t h e  d i s i n t e g r a t o r .  H e r e  

t h e  k e r n e l  i s  d i s i n t e g r a t e d  i n t o  s m a l l  p a r t i c l e s .  

D i s i n t e g r a t i o n  i s  d o n e  a c c o r d i n g  t o  t h e  m a r k e t  

r e q u i r e m e n t s .

5 : 1 0  D r y i n g  : T h i s  i s  t h e  m o s t  c r u c i a l  p a r t  o f  t h e

p r o c e s s .  D i s i n t e g r a t e d  w e t  c o c o n u t  w i l l  b e  f e d  i n t o  

t h e  d r y e r  t h r o u g h  a  c o n v e y e r .  I n  t h i s  p r o c e s s  55% 

m o i s t u r e  c o n t e n t  i n  r a w  c o c o n u t  k e r n e l  w i l l  b e  

r e d u c e d  u p t o  3%. D r y i n g  t e m p e r a t u r e  i s  100 d e g r e e s  

o f  c e n t i g r a d e .  D r y i n g  c a p a c i t y  i s  a r o u n d  500 K g s .  p e r  

h o u r .  D r y i n g  t i m e  i s  a b o u t  14 h o u r s  p e r  d a y .

5 : 1 1  S i f t i n g  and P a c k i n g  : D r i e d  d e s i c c a t e d  c o c o n u t  i s

g r a d e d  a s  F i n e ,  Med ium,  & C o a r s e ,  d e p e n d i n g  on t h e

s i z e  o f  p a r t i c l e s .  D e s i c c a t e d  c o c o n u t  i s  f e d  i n t o  t h e  

s i f t e r  t h r o u g h  a  c o n v e y e r / f e e d e r .  G r a d e d  d e s i c c a t e d  

c o c o n u t  i s  p a c k e d  i n t o  b a g s  a c c o r d i n g  t o  t h e  b u y e r ' s  

r e q u i r e m e n t s .

5 :8 Sterilization : Coconut kernel will be sterilized by
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5 : 1 2  S e a l i n g  and S t . i t n h i n g :  D e s i c c a t e d  C o c o n u t  i s  p a c k e d

i n  t h i c k  p o l y t h e n e  b a g s  w h i c h  w i l l  b e  s e a l e d  b y  a 

p o l y t h e n e  s e a l e r  and t h e  o u t e r  c r a f t  p a p e r  b a g s  w i l l  

b e  s t i t c h e d  p r o p e r l y  b y  a  s t i t c h i n g  m a c h i n e .

5 : 1 3  L a b e l i n g  and M a r k i n g :  A l l  t h e  d e s i c c a t e d  c o c o n u t  b a g s

p r o d u c e d  i s  l a b e l e d  , i s s u e d  b y  t h e  C o c o n u t

D e v e l o p m e n t  A u t h o r i t y  . T h i s  l a b e l s  a r e  n u m b e red  and 

t h e  b a g s  c o u l d  b e  i d e n t i f i e d  w i t h  t h e  s e r i a l  n um b ers  . 

I d e n t i f y i n g  a P a r t i c u l a r  b a g  o r  b a g s  i s  v e r y  i m p o r t a n t  

f o r  t h e  p u r p o s e  o f  q u a l i t y  c h e c k s .  D a t e  o f  p r o d u c t i o n .  

T h e  g r a d e  , and t h e  f a c t o r y  number  w i l l  b e  c l e a r l y  

m arked  on t h e  b a g s .

5 : 1 4  S a m p l i n g  : C o c o n u t  D e v e l o p m e n t  A u t h o r i t y  c o l l e c t s  10%

random  s a m p l e  on t h e  num ber  o f  b a g s  p r o d u c e d  i n  e a c h  

d a y .  T h e s e  s a m p l e s  w i l l  b e  c o l l e c t e d  on t h e  f o l l o w i n g  

d a y  b y  t h e  C . D . A .  I n s p e c t o r .  A f t e r  d r a w i n g  t h e  

s a m p l e s ,  b a g s  c o u l d  b e  d i s p a t c h e d  t o  t h e  r e s p e c t i v e

l o c a l  s h i p p e r s .  I f  a n y  q u a l i t y  d e f e c t  i s  f o u n d  

s u b . ^ e q u e n t l y  b y  t h e  C . D .A - . ,  t h e y  h a v e  t h e  p o w e r  t o  

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

p r o d u c t i o n .  I f  t h e r e  i s  a n y  s u c h  p r o b l e m s  a n o t h e r  

s a m p l e  o f  25% w i l l  b e  d raw n  and t e s t e d  a g a i n .

VI SOURCES OF FUNDS

U n d e r  t h i s ,  t h e  t o t a l  p r o j e c t  o u t l a y ,  t h e  s o c i e t i e ' s  

c o n t r i b u t i o n ,  t h e  e x t e n t  t o  w h i c h  f i n a n c e  t o  b e  a r r a n g e d ,  and 

t h e  d o m e s t i c  & f o r e i g n  c o s t  c o m p o n e n t s  a r e  s h o w n .
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TOTAL PROJECT OUTLAY.

No I t e m s E x i s t i n g  
I t e m s . 
( R s . ' 0 0 0 )

New
M a c h i n e r y .  
( R s . ' 0 0 0 )

1. 4 a c r e s  o f  l a n d 320

2 . B u i l d i n g s . ( 1 3 , 1 8 4  s q .  f e e t )  
Wet S e c t i o n  E q u ip m e n t;-

1 , 3 1 8

3. B n o s . s t a i n l e s s  s t e e l  s t o r a g e  t a n k s . 45

4 . 9 n o s . s t a i n l e s s  s t e e l  w a s h i n g  t a n k s . 186

5. S t e r i l i z e r  t a n k  w i t h  s c r e w  c o n v e y e r s  
& o i l  f i r e d  b u r n e r .
D r y i n g  S e c t i o n  E a u ip m e n t

206

6 . D i s i n t e g r a t e r  345 
I n s t a l l a t i o n  c h a r g e s  15 360

7. C o n v e y e r  b e l t . ( f r o m  d i s i n t e g r a t e r -  
t o  d r y e r ) 260

8 . K i l b u r n  d r y e r  5 , 0 0 0
T r a n s p o r t  & I n s t H L l l a t i o n  75 5 , 0 7 5

9 . B o i l e r  4 , 4 5 9  

T r a n s p o r t  & i n s t a l l a t i o n  50 4 , 5 0 9

10. M a s t e - h e a t  R e c o v e r y  U n i t 500

11. C o n v e y e r  ( D r y e r  t o  t h e  s i f t e r . ) _ 260

12. S i f t e r .  760 

T r a n s p o r t  & i n s t a l l a t i o n .  16 776

13. P o l y t h e n e  s e a l e r 12

14. B a g  S t i t c h i n g  M a c h in e 18

15. R e n o v a t i o n s ,  a l t e r a t i o n s  & a d d i t i o n s 200

16. E l e c t r i c a l  i n s t a l l a t i o n s  & f i t t i n g s . 360
T o t a l  c o s t  c o m p o n en t 2 , 4 6 5 1 1 , 9 4 0
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■ ;1: THE SUMMARY OF THE INVESTMENT.

NO I t e m s D o m e s t i c F o r e i g n T o t a l

( R s . ' 0 0 0 ) ( R s . ' 0 0 0 ) ( R s . ' 0 0 0 )

1. New m a c h i n e r y 2 , 2 8 7 9 , 6 5 3 1 1 , 9 4 0

2. E x i s t i n g  m a c h i n e r y 2 , 4 6 5 - 2 , 4 6 5

3 . P r e - o p e r a t i v e  e x p e n s e s 1 ,2 3 7 - 1 , 2 3 7

4 . M a r g i n  money 1 ,2 0 0

5 . C o n t i n g e n c i e s . 758

TOTAL 1 7 , 6 0 0

L e s s : G o v t -  s u b s i d y 600

TOTAL PROJECT COST 1 7 , 0 0 0

FINANCED BY :
( V a l u e  i n  R s . L a k h s ) .

T o t a l  P r o j e c t  C o s t S o c i e t y  C o n t r i b u t i o n T o  b e  F i n a n c e d

170 65 105

P e r c e n t a g e  o f  C o n t r i b i  

C o s t  o f  C a p i t a l

j t i o n  38% 

18%

62%

17%

( L o a n  p e r i o d  8 y e a r s  i n c l u d i n g  2 y e a r s  o f  g r a c e  ) .  

SOCIETY CO NTR IBUT IO N .
( V a l u e  i n  R s . L a k h s . )

Amount E x i s t i n g  Mach. Fu nd s T o t a l .

65 25 40 65

P e r c e n t a g e 38% 62% 100

34



6 : 3  A d v i c e  on t e c h n i c a l  and m a n a g e r i a l  a s p e c t s  o f  t h e  

p r o j e c t  c o u l d  b e  o b t a i n e d  f r o m  t h e  C o c o n u t  

D e v e l o p m e n t  A u t h o r i t y  f r e e  o f  c h a r g e .

V I I  e L A N T  A b 7 D  M A C H I N E R Y

T O  B E  IlSf S ' T A t - L E D

7; 1__Type - of. -M.ac.MDars—

B a s i c a l l y  t h e r e  a r e  f i v e  d i f f e r e n t  t y p e s  o f  

m a c h i r . e r y  n e e d e d -  f o r  t h i s  p r o . i e c t .  T h e y  a r e  a s  

f o l l o w s .

a )  S t a r t e c h  P o w e r  G r i n d e r  T h i s  i s  a l s o  c a l l e d  

a s  P h i l i p p i n e  t y p e  d i s i n t e g r a t e r . T h i s  i s  

s p e c i a l l y  d e s i g n e d  and m a n u f a c t u r e d  i n  

P h i l i p p i n e s  t o  d i s i n t e g r a t e  c o c o n u t  k e r n e l .  I t  

c an  b e  e a s i l y  c l e a n e d  a s  and when r e q u i r e d .  

Any  t y p e  o f  f a n c y  c u t s  c o u l d  b e  o b t a i n e d  b y  

c h a n g i n g  t h e  c u t t e r  d i s c s .  T h e  c a p a c i t y  o f  

t h e  m a c h in e  i s  o n e  M/Ton o f  raw  c o c o n u t  p e r  

h o u r .  T h i s  w o u ld  m o s t l y  h e l p  u s  t o  u n i f o r m
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t h e  p a r t i c l e  s i z e  and s h a p e .

b )  K i l b u r n  D r y e r  T h i s  i s  an I n d i a n  made

v i b r a t o r y  f l u d i s e  b e d  d r y e r  f r o m  w h i c h  

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

A m e r i c a n  “ P r o c t o r  S c h w a r t e s  d r y e r "  w h i c h  i s  

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

c o c o n u t  i n  o t h e r  d e s i c c a t e d  c o c o n u t  

m c i n u f a c t u r i n g  c o u n t r i e s .  K i l b u r n  D r y e r  i s  a 

tw o  s t a g e  d r y e r  made o u t  o f  s t a i n l e s s  s t e e l  

and can  b e  e a s i l y  c l e a n e d .  T h i s  i s  a  f u l l y  

a u t o m a t i c  d r y e r  and no  m anu a l  h a n d l i n g  o f  w h a t  

s o  e v e r  i s  i n v o l v e d  i n  d r y i n g  c o c o n u t .  D r y i n g  

t e m p e r a t u r e  can  b e  a d j u s t e d  up t o  a n y  l e v e l  t o  

s u i t  t h e  r e q u i r e m e n t s .  T h e  d r y i n g  c a p a c i t y  

i s  e s t i m a t e d  a t  500 k g s  o f  d e s i c c a t e d  c o c o n u t  

p e r  h o u r .  D r y i n g  t e m p e r a t u r e  w i l l  v a r y  f r o m  

130 -  140 d e g r e e s  o f  c e n t i g r a d e  i n  t h e  f i r s t

z o n e  and i n  t h e  s e c o n d  z o n e  t h e  t e m p e r a t u r e  

w i l l  b e  f r o m  100 -  120 d e g r e e s  o f  c e n t i g r a d e .  

T h e  r e q u i r e d  t e m p e r a t u r e  t o  d r y  w e t  c o c o n u t  i s  

100 -  120 d e g r e e s  o f  c e n t i g r a d e .

c )  M u l t i f u e l  c o m b i n a t i o n  b o i l e r  A b o i l e r  w i l l  

b e  c o u p l e d  t o  t h e  d r y e r  t o  o b t a i n  s t e a m  t o  

h e a t  up t h e  d r y e r .  T h i s  b o i l e r  w i l l  b e  

i m p o r t e d  f r o m  M a l a y s i a  t h r o u g h  o u r  l o c a l  a g e n t
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i n  S r i  L a n k a .  Any  t y p e  o f  f u e l  i e .  f i r e  w o o d ,  

c o a l ,  g a s  o r  s t e a m  c o u l d  b e  u s e d  t o  o p e r a t e  

t h i s  b o i l e r .  T h i s  u n i t  w i l l  p r o d u c e  2 . 7

M/Tons  o f  s t e a m  p e r  h o u r .  Our  p r e s e n t  

r e q u i r e m e n t  i s  2 M/Tons p e r  h o u r .

d )  H a s t e  H e a t  R e c o v e r y  U n i t  T h i s  i s  a  new

t e c h n o l o g y  o f  o b t a i n i n g  e n e r g y ,  w h i c h  h a s  b e e n  

i n t r o d u c e d  t o  us  b y  T r o p i c a l  D e v e l o p m e n t  

R e s e a r c h  I n s t i t u t e  o f  u n i t e d  K in g d o m .  H e a t  

e v o l v e d  t h r o u g h  c a r b o n i z a t i o n  o f  c o c o n u t  

s h e l l s  w i l l  b e  u t i l i z e d  a s  a  s o u r c e  o f  e n e r g y .  

T h i s  w o u ld  e n a b l e  us  t o  c u t  down t h e  f u e l  c o s t  

o f  r u n n i n g  t h e  b o i l e r .  I n  S r i  L a n k a  w ood  i s  

b e c o m i n g  i n c r e a s i n g l y  s c a r c e  and t h e r e f o r e  

r e l a t i v e l y  c o s t l y  t o  u s e .  I n  u s i n g  c o c o n u t  

s h e l l s  a s  t h e  s o l e  r a w  m a t e r i a l  r e q u i r e d  t o  

run  t h i s  u n i t  t h e r e  i s  n o  a d d i t i o n a l  c o s t  t o  

t h e  s o c i e t y .  I n c o m e  f r o m  s h e l l s  d e r i v e s  f r o m  

t h e  s a l e  o f  c h a r c o a l  p r o d u c e  i n  t h e  u n i t  and 

t h e r e  i s  no  o p p o r t u n i t y  c o s t  i n v o l v e d  i n  u s i n g  

s h e l l s .  T h i s  u n i t  can  b e  l o c a l l y  m ade .

e )  R o t e x  s i f t e r  T h i s  i s  an a u t o m a t i c  s i f t e r

and i s  t o  b e  i m p o r t e d  d i r e c t l y  f r o m  E n g l a n d .  

T h i s  w i l l  s c r e e n  t h e  d i f f e r e n t  g r a d e s  o f  

d e s i c c a t e d  c o c o n u t  a c c u r a t e l y .  I t  i s  made o u t  

o f  s t a i n l e s s  s t e e l  and e a s y  t o  c l e a n  a s  and
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when required.

7:2 TYPE OF MACHINERY & THE AVAILABILITY

I t e m L o c a l I m p o r t e d L o c a l
A g e n t

S i m i l a r  
P l a n t s .

1 ) D i s i n t e g r a t e r . Y e s No Y e s

2 ) K i l b u r n  D r y e r . Y e s No No

3 ) M u l t i - f u e l  
C o m b i n a t i o n  B o i l e r . Y e s Y e s Y e s

4 ) S a s t e - h e a t  R e c o v e r y  
U n i t . Y e s Y e s Y e s

5 ) R o t e x  S i f t e r . Y e s No Y e s
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VIII PERSONNEL

8 : 1  A t e c h n i c a l l y  q u a l i f i e d  P r o j e c t  M a n a g e r  w i l l  b e  

a p p o i n t e d t o  b e  i n  c h a r g e  o f  t h e  o v e r - a l l  p r o j e c t  

d u r i n g  t h e  p r e - o p e r a t i v e  s t a g e  o f  t h e  p r o j e c t .  Two 

s u p e r v i s o r s  w i l l  b e  g i v e n  t o  h im f o r  h i s  

a s s i s t a n c e .  T h e  s o c i e t y  i s  a l r e a d y  h a v i n g

m e c h a n i c s , e l e c t r i c i a n  and a  c a r p e n t e r .  A s  and when 

r e q u i r d  t h e i r  s e r v i c e s  a l s o  c o u l d  b e  o b t a i n e d .  

M os t  o f  t h e  i n s t a l l a t i o n s  and c o n s t r u c t i o n  w o r k  

w i l l  b e  d o n e  on c o n t r a c t  b a s i s  and v e r y  f e w

a d d i t i o n a l  s t a f f  i s  r e q u i r e d  d u r i n g  t h e  p r e

o p e r a t i v e  p e r i o d .  When o p e r a t i n g  t h e  p r o j e c t .

P r o j e c t  M a n a g e r  w i l l  b e  r e - d e s i g n a t e d  a s

M a i n t e n a n c e  M a n a g e r .

8 : 2  O r g a n i z a t i o n  c h a r t  w i l l  b e  a s  f o l l o w s
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P r o c e s s .  L a b o u r  R e q u i r e m e n t

1. H u s k i n g .  20

2 .  L o a d i n g  & T r a n s p o r t i n g  6

3 .  T r a c t o r  D r i v e r s .  3.

4 .  S e l e c t i n g .  8

5 .  F e e d i n g  4

6 .  H a t c h e t i n g .  22

7 .  P e e l i n g .  22

8 .  W a s h i n g .  5

9 .  D i s i n t e g r a t i n g  & D r y i n g .  1

10. Sifting & Packing. 2

11. Sealing & Stitching. 1

12. Labeling, Marking & Stacking. 1

13. Cleaning. 2

1 4 .  Boiler Operators. 2

15. V;/H Unit Operators. 4

16. Broken Shell Recovers. 5

17. Paring P>enovers. 1

8 :3  The labou r  r equ i r em en t  f o r  th e  o p e r a t i o n  o f  the

p r o j e c t  w i l l  be as f o l l o w s  :
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I X  F I N A b T C I A L  A N A L Y S I S

9 : 1  F i n a n c i a l  a n a l y s i s  h as  b e e n  b a s e d  on t h e  f o l l o w i n g  

a s s u m p t i o n s .

9 : 1 : 1  L i f e  o f  t h e  P r o j e c t  P e r i o d  i s  10 y e a r s .  G e s t a t i o n  

p e r i o d  i s  o n e  y e a r  b e g i n n i n g  f r o m  1^;^ J u l y  1991 .

9 : 1 : 2  A c c o r d i n g  t o  t h e  s e a s o n a l i t y  o f  t h e  p r o d u c e ,  

maximum num ber  o f  d a y s  t h e  f a c t o r y  c o u l d  o p e r a t e  

h a s  b e e n  w o r k e d  o u t .  D u r i n g  t h e  l e a n  s e a s o n ,  t h e  

f a c t o r y  w i l l  o p e r a t e  a t  58% c a p a c i t y .  B a s i n g  on 

t h e  r e a l i s t i c  c a p a c i t y  l e v e l ,  t h e  f a c t o r y  w i l l  

o p e r a t e  a t  70% and 90% l e v e l s  r e s p e c t i v e l y  d u r i n g  

t h e  f i r s t  tw o  y e a r s  sind t h e r e a f t e r  i t  w i l l  b e  

o p e r a t e d  a t  100% c a p a c i t y  t h r o u g h o u t  the '  r e s t  o f  

t h e  p r o j e c t  p e r i o d .

9 : 1 : 3  S e l l i n g  p r i c e  h as  b e e n  b a s e d  on t h e  c u r r e n t  

i n t e r n a t i o n a l  p r i c e s ,  t a k i n g  i n t o  a c c o u n t  o f  t h e  

p rem iu m  p r i c e ,  w h i c h  c o u l d  b e  o b t a i n e d  a f t e r  

m o d e r n i z a t i o n .  D e s i c c a t e d  c o c o n u t  p r i c e s  w i l l  v e r y  

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

w o r l d  m a r k e t  r e q u i r e m e n t s .  A s s u m p t i o n s  o f  u n i t  

s e l l i n g  p r i c e s  o v e r  a  y e a r  i s  a s  f o l l o w s
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( in  Rupees )

 ̂ M on th 1 2 3 4 5 6 7 8 9 10 11 12

' s e l l 
i n g  -  
p r i c e

2 4 . 2 5 2 4 . 2 5 2 4 . 2 5 2 4 . 2 5 2 2 . 2 5 2 2 . 2 5 2 6 . 2 5 2 7 . 7 5 2 8 . 7 5 2 2 . 7 5 2 2 . 7 5 2 4 . 2 ;

P r e m 
ium -  
p r i c e

1 . 5 0 1 . 5 0 1 . 5 0 1 . 5 0 1 .5 0 1 . 5 0 1 .5 0 1 .5 0 1 .5 0 1 .5 0 1 . 5 0 1 .5 i

T o t a l  
i p r i c e

2 5 . 7 5 2 5 . 7 5 2 5 . 7 5 2 5 . 7 5 2 3 . 7 5 2 3 . 7 5 2 7 . 7 5 2 9 . 2 5 3 0 . 2 5 2 4 . 2 5 2 4 . 2 5 2 5 . 7

E x p o -
^ r t a b -

l e
p r i c e

3 1 . 5 0 3 1 . 5 0 3 1 . 5 0 3 1 . 5 0 2 9 . 5 0 2 9 . 5 0 3 0 . 5 0 3 5 . 0 0 3 6 . 0 0 3 0 . 2 5 3 0 . 2 5 3 1 .5 ;

9 : 1 : 4  D e p r e c i a t i o n  h as  b e e n  c h a r g e d  a t  12%per  annum on w r i t t e n -  

down v a l u e .  D e p r e c i a t i o n  o v e r  t h e  P r o j e c t  -  p e r i o d  i s  a s  

f o l l o w s  :

( i n  R u p e e s  L a k h s ) .

Y e a r s 1 2 3 4 5 8 7 8 9 10

W r i t t e n - d o w n  v a l u e -  
o f  t o t a l  f i x e d  a s s e t s . 144 127 112 98 86 76 67 59 52 46

' D e p r e c i a t i o n  a t  12%- 17 15 13 12 10 9 7 6 6 5
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9 : 1 : 5  P r e - o p e r a t i v e  e x p e n s e s  w i l l  n o t  b e  r e c u r r i n g  a f t e r  t h e  

c o m m i s s i o n i n g , o f  t h e  p r o j e c t .  E s t i m a t e d  e x p a n s e s  a r e  a s  

f o l l o w s  :

I t e m s . Amount 
( R s . ' 0 0 0 )

a ) S a l a r y  t o  t h e  P r o . j e c t  M a n a g e r . 48

b ) S a l a r i e s  t o  S u p e r v i s o r s . 41

c ) W ages  f o r  m i s c e l l a n e o u s  j o b s . ( 5  l a b o u r e r s ) 83

d ) T r a v e l l i n g . 45

e ) I n t e r e s t  on f i x e d  c a p i t a l  ( f o r  6 m o n t h s ) 895

f ) E l e c t r i c i t y ,  P o s t a g e ,  I n s u r a n c e  & 
T e l e p h o n e  C h a r g e s 75

g ) C o s t  o f  TEST Runs . 50

T o t a l  C o s t 1237
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9:2 PRODUCTION COST

9:2.1 V a r i abl e Cost
(Value in R s . '000 )

P a r t i c u l a r s .

R a w - m a t e r i a l  c o s t -  

W ages  i n c l u d i n g  E . P . F .  -  

F u e l  -

E l e c t r i c i t y  c h a r g e s  -  

C o n s u m a b l e s  -  

T r a n s p o r t  C o s t  -  

H o l i d a y  p a y  -

I n t e r e s t  on  w o r k i n g  c a p i t a l  

I n s u r a n c e  -  

F i r e w o o d  -  

B r o k e r a g e  -

R e p a i r s  & m a i n t e n a n c e  -  

T o t a l  -

C a p a c i t y
T

70%

22213

1875

445

403

210

378

53

188

21

605

131

50

28552

90%

28559

2412

572

519

270

488

88

218

27

778

189

85

34141

100%

31732

2879

835

578

300

540

75

240

30

884

187

72

37930
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9:2:2 Other Fixed Costs.
(in R s . '000)

P a r t i c u l a r s .

9 : 3

F a c t o r y  s t a f f  s a l a r i e s  -

A d m i n i s t r a t i v e  s t a f f  s a l a r i e s  -

E n p l o y e e s '  T r u s t  Fund -

R e g i s t r a t i o n  f e e s

T r a v e l l i n g  -

S e c u r i t y  c h a r g e s  -  
S t a t i o n a r y  & t e l e p h o n e  -  
T o t a l

I n t e r e s t  and I n s t a l l m e n t  o f  F i x e d  C a p i t a l  : I n t e r e s t  on 

t h e  l o n g  t e r m  l o a n  h a s  t o  b e  p a i d .  I n t e r e s t  w i l l  b e  p a i d  

b y  t h e  end  o f  e a c h  y e a r  and t h e  l o a n  w i l l  b e  r e p a i d  b y  

s i x  y e a r l y  i n s t a l l m e n t s  o f  1 7 . 5 6  L a k h s .  D e t a i l s  o f  w h i c h  

a r e  a s  f o l l o w s  :
( i n  L a k h s  o f  R s . )

I t e m
1

0

1 1 

1

1 . 1 

2

1 . ....1

3
' ( y e s  

4

1 , 1 
i r s )

5

1 1 

6

1 1 

7

1 1 

8

! 1 

9

1

10

L o n g  t e r m  l o a n 105 105 105 105 88 70 53 35 18 - -

I n s t a l l m e n t - - - 1 7 . 5 6 1 7 . 5 6 1 7 . 5 6 1 7 . 5 6 1 7 . 5 6 1 7 . 5 6 - -

I n t e r e s t  17% 9 18 18 15 12 10 7 4 1 - -

9 : 4  R e q u i r e m e n t  o f  W o r k i n g  C a p i t a l  : B a s i n g  t h e  p a s t  p e r f o r m a n c e s  

W o r k i n g  C a p i t a l  r e q u i r e m e n t  o f  t h e  p r o j e c t  h a s  b e e n  e s t i m a t e d .  

W o r k i n g  c a p i t a l  r e q u i r e m e n t  w i l l  b e  o b t a i n e d  f r o m  t h e  b an k  b y  

way  o f  a b an k  o v e r  d r a f t .  I n t e r e s t  on t h e  b an k  o v e r  d r a f t  i s  20% p e r  

annum. W o r k i n g  c a p i t a l  r e q u i r e m e n t  w i l l  v a r y  w i t h  t h e  d i f f e r e n t  

p r o d u c t i o n  l e v e l s .

46



Working Capital Requirement

D e t a i l s Amount 
( R s . ' 0 0 0 )

1 ) Raw m a t e r i a l s - ( n o  s t o c k / o n  c r e d i t [ / a d v a n c e  paymen ; )  905

2 ) F i n i s h e d  g o o d s - a c c o u n t s  r e c e i v a b l e 3121

3 ) H a g e s - 216

4 ) E l e c t r i c i t y - 48

5 ) F u e l - , 53

6 ) C o n s u m a b l e  s t o r e s - 25

7 ) F i r e w o o d - 67

8 ) S a l a r i e s - 15

9 ) C a s h  r e q u i r e m e n t - 94

1 0 ) C o n t i n g e n c i e s - 256  ■

T o t a l  W o r k i n g  C a p i t a l  R e q u i r e m e n t - 480 0

9 : 5  M a r e i n  M oney  :

D e t a i l s Amount
( R s . ' 0 0 0 )

1 )  C r o p  l o a n s  t o  m e m b e rs - 226

2 )  A c c o u n t s  r e c e i v a b l e - 780

3 )  S a l a r i e s  & w a g e s - 54

4 )  F u e l  s t o c k - 13

5 )  C o n s u m a b l e  s t o r e s - 6

6 )  F i r e w o o d - 17

7 )  C o n t i n g e n c i e s  - 104

T o t a l  R e q u i r e m e n t - 1200
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9

9

6

6

FINANCIAL ANALYSIS

■(J.Q ..LaJdis of RupeesX.

0 1 2 3 4 5 6 7 8 9 10 Total

70% 90% 100%
t

100% 100% 100% 100% 100% 100% 100%

Investment 170

Cash Inflows : ’

Desiccated c/nut sales 262 337 375 375 375 375 375 375 375 375 3599

By-product income- 38 48 54 54 54 54 54 54 54 54 518

TOTAL CASH INFLOW- 300t 385 i429 429 429 429 , 429 429 429 429 4117

Cash Outflows t

Variable cost 266 341 ' 379 379 379 ■ 379 379 379 379 379 3639

Depriciation 17 15 13 12 10 9 7 6 6 5 100

Interest on fixed Capital 18 18 15 12 10 7 4 1 - - 85

Other fixed cost 3 3 4 4 4 4 4 4 4 4 38

Total fixed cost 38 36 32 28 24 20 15 11 10 9 223

TOTAL CASH OUTFLOW - 304 377 411 407 403 399 394 390 389 388 3862

Profit - (4) 8 18 22 26 30 35 39 40 41 255

Income Tax - - 0.8 3.6 4.4 5.2 5.8 7.0 7.8 8.0 8.2 51.

Profit after taxation- (4) 7.2 14.4 17.6 20.8 24. 28.0 31.2 32.0 32.8 204.

Salvage value - 1 70 70

'Internal fund generation
]

13 22.2 27.4 29.6 30.8 33. 35 37.2 38 107.8 374

Net cash flows for

P/NPV/IRR calculations- 31 40.2 42.4 41.6 40.8 40. 39 38.2 38 107.8 459

Cumulative net cash
inflow - -170 -139 -98.8 -56.4 -14.8+26.

Discounted net 

cash inflow at 18% 26.27 28.87 25.80 21.46 17.83 14.82 12.24 10.168.57 20.60 186.62

Capital Cost - 170.00

Net Present Value at 18% 1 16.62

Discounted net cash 
inflows at 21% 25.62 27.46 23.93 19.41 15.73 12.74 10.27 8.31 6.83 16.02 166.32

Capital Cost

Net Present Value at 21%

170.00

-3.68

*.Adequate to serve repayments of Long term debt whichstands at Rs. 17.56 Lakhs 

per' annum begining from third year.

1  A8 )



Cash Inflow & Outflow Statement:

9:6:2 Sensitive Analysis Ignoring the cost of the existing machinery.

(In Lakhs of Rupees)

OYear 1 2 3 4 5 6 7 8 9 10 Total

70% . 90% 100% 100% 100% 100% 100% 100% 100% 100%

Investment 145 

Cash In flows :-

Desiccated coconut Sales 262 337 375 375 375 375 375 375 375 375 3599

By Product income 38 48 54 54 54 54 54 54 54 54 518

Total cash inflows 300
I

385 429 : 429 429 429 429 429 429 429 4117

Cash out flow 

Variable cost 266 341 379 379 379 379 379 379 379 379 3639
Depriciation 14 11 10 9 8 7 6 5 5 4 79
Interest on fixed capital 18 18 15 12 10 7 4 1 0 0 85
Other fixed cost 3 3 4 4 4 4 4 4 4 4 38
Total fixed cost 35 32 29 25 22 18 14 10 9 8 202
Total cash out floe 301 373 408 ' 404 401 397 393 389 388 387 3841

Profit (1) 12 21 25 28 32 36 40 41 42 276
Income Tax - 2.2 4.2 5 5.6 6.4 7.2 8 8.2 8.4 55.2

Profit after taxation (1) 9.8 16.8 20 22.4 25.6 28.8 32 32.8 33.6 220.8
Salvage value

Internal fund generation 13 20.8 26.8 29 30.4 32.6 34.8 37 37.8

40.

78

40

340.20

Net cash flow for P/NPV/ 

I.R.R. calculations 31 38.8

I

41.8 41 40.4 39.6 38.8 38 37.8 78 425.20

Cumulative net cash '
in flow -145

Discounted net cash

inflow at 18%

-114

26.27

-75.2

27.87

-33.4

25.44

+■■7.6

21.15 17.66 14.67 12.18 10.11 8.52 14.90 178.77
Capital cost

Net present value at 18%

Discounted net cash 

inflow at 25% 24.8 24.83 21.40 ; 16.79 13.24 10.38 8.14 6.38 5.07 8.38

145

33.77

139.41

Net present value af 25% 1 -5.59

( 49 )



9:6:3 Sensitive Analysis- If selling price goes up 10%

OYear

d

1
70%

2
90%

1 X l l i X U V

3
100%

'I a i i u  u i

4
100%

U L i - X U W  «

5
100%

L a  L f c J J J l t r i i  L  

6
100%

«

7
100%

8
100%

V ± 1 1  U d l V

9
100%

l l O  U J .  X V U M C

10
100%

.

Total

Investment 170 

p^sh in flows 

Desiccated

1

 ̂ coconut sales 288.20 370.7 412.5 412.5 412.5 412.5 412.5 ■412.5 412.5 412.5 3958.9

By Product income 38. 48. 54. 54. 54. 54. 54. 54. 54. 54. 518.

Total cash inflows 326.20 418.7 466.50 466.50 466.50 466.50 466.50466.50 466.50 466.50 4476.9

9ash outflow

Variable Cost 266 341 379 379 379 379 379 379 379 379 3639

Depriciation 

Interest on fixed

17 15 13 12 10 9 7 6 6 5 100

capital 18 18' 15 12 10 7 ' 4 1 - - 85

Other fixed cost 3 3 4 4 4 4 4 4 4 4 38

Total fixed cost 38 36 32 29 ■ 24 20 15 11 10 9 223

Total cash outflow 304 377 411 407 403 399 394 390 389 388 3862

Profit 22.2 41.7 55.5 59.5 63.5 67.5 72.5 76.5 77.5 78.5 614.9

Income Tax 4.44 8.34 11.1 11.9 12.7 13.5 14.5 15.3 15.5 15.7 122.98

Profit after taxation 

Salvage value 

Internal fund

17.76 33.36 44.4 47.6
1

50.8 54 58 61.2 62 62.80

70.

491.92

70.

genetation 34.76 48.36 57.40 59.6 60.8 63 65 67.20 68 137.80 661.92

Net cash flow for P/NPV/

IRR Calculations 

Cumulative net cash

inflow -170 

Discounted net cash

52.76

^117.24

66.36

-50.88

72.40

+21.52

7i.6
1

70.8 70 69 68.20 68 137.80 746.92

inflow at 18%

Capital Cost

~Net present value 
at 18%

Discounted net Cash

44.71 47.66 44.06 36.93 30.95 25.93 21.66 18.14 15.33 26.33 311.70 

170.

141.70

inflow at 40%

Net present value at 40%

37.68 33.85 26.38 18.64

(

13.16 

50 )

9.30 6.54 4.62 3.29 4.76 158.22

-11.78



9:6:4 Sensitive Analysis i f  selling price as well as variable cost goes up by.-10%
Cash Inflow and Outflow statement (In Lakhs of Rupees)

OYr,. 1 2 3 4 5 6 7 8 9 10 Total

70% 90% 100% 100% 100% 100% 100% 100% 100% 100%

Investment 170 

Cash in flows :- 

Desiccated coconut 

Sales

By Product Income

288.2

38.

370. 7 

48.

421.5

54.

421. 5 

54.

412.5

54.

412.5

54.

412.5

54.

412.5

54.

412. 5 

54.

412. 5 

54.

3958*9

518.

Total cash inflow 326.20 418.7 466.5 4'66.5 466. 5 466.5 466.5 466.5 466.5 466.5 4476.9

Cash out flows :- 

Variable Cost 292.60 375.1 416.9 416.9 416.9 416.9 416.9 416.9 416.9 416.9 4002.9

Depriciation 17 15 13 12 10 9 7 6 6 5 100

Interest on fixed 
capital 18 18 15 '12 10 7 4 1 — - 85

Other fixed cost 3
1

3 4 4 4 4. 4 4 4 4 38

Total fixed Cost 38 36 32 28 24 20 15 11 10 9 223

Total cash outflow 330.6 411.1 448.9 444.9 440.9 436.9 431.9 427.9 426.9 425.9 4225.9

Profit (4.4) 7.6 17.6 21.6 25.6 29.6 34.6 38.6 39.6 40.6 251

Income Tax - .64 3. 52 4.32 5.12 5.92 6.92 7.72 7.92 8.12 50.2

Profit after taxtaion (4.4) 6.96 14.08 17.28 20.48 23.68 27.68 30.88 31.68 32.48 200.8

Salvage value

Internal fund 
generation 12.6 21.96 27.08

1

29.28 30.48 32.68 34.68 36.88 37.68

70.

107.48

70.

370.8

Net cash flows for P/NPV/

IRR Calculations 30.6 39.96 42.08 41.28 40.48 39.68 38.68 37.88 37.68 7.48 455 .8

Cumulative net cash 
inflows -170

Discounted net cash

inflow at .18%

-139.4

25.93

-99.44

28.70

-57.36

25.61

-16.08

21.29

+ 24.4 

17.69 14.70 12.14 10.08 8. 50 20.53 185.17
Capital Cost 

Net Present value 

at 18%

Discounted net cash 

flows at 20% 25.49 27.75 24.35 19.90 16.27 13.28 10.79 8.81 7.30 17.36

170.

15.17

171.30

Net Present value at 20% + 1.30



9:6:5 OBSERVATIONS

DSCR PAY-BACK
PERIOD

B re a k -E V E N
SALES

N P V B C R I  R R

l ) O r i g i n a l
c a l c u l a t i o n

9 : 6 : 1
1 . 3 0 5 Y e a r s 65X 1 6 . 6 2 1 . 1 2 0 .46 %

2 ' i S e n s i t i v e  A n a l y s i s
I  I g n o r i n g  t h e  c o s t  

o f  E x i s t i n g  m a c h i 
n e r y .  ( 9 : 6 : 2 )

1 . 2 8 4 Y e a r s 58% 3 3 . 7 7 1 . 2 3 24%

11 I f  s e l l i n g  p r i c e  
g o e s  up b y  10% 
( 9 : 6 : 3 )

2 . 2 3 Y e a r s 37% 1 4 1 . 7 0 1 . 8 3 38 .31 %

I I I  S e l l i n g  p r i c e  &
V a r i a b l e  c o s t  g o e s  
up b y  10%
( 9 : 6 : 4 )

1 . 3 5 Y e a r s 65% 1 5 . 1 7 1 . 1 20%

9 : 6 : 6  F i n a n c i a l  v i a b i l i t y  On t h e  b a s i s  o f  t h e  a b o v e  A n a l y s i s  t h e

p r o j e c t  can  b e  s a i d  t o  b e  f i n a n c i a l l y  v i a b l e .  I . R . R .  i s  g r e a t e r  

t h a n  t h e  c o s t  o f  t h e  c a p i t a l  w h i c h  s t a n d s  a t  -18%. T h i s  i m p l i e E  

t h e  p r o j e c t  i s  . v i a b l e .  A c c o u n t s  h a v e  b e e n  p u r p o s e l y  p r e p a r e d  

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

f a r m e r  members  w o u ld  g e t  t h e  b e s t  o u t  o f  t h e  p r o j e c t .
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9:6:7 Net Increase on the inconie of the farmer.

DETAILS COCONUTS AMOUNT

T o t a l  p r o f i t  o f  t h e  p r o j e c t  - I n  L a k h s .

T o t a l  C o c o n u t s  p u r c h a s e d  d u r i n g  t h e  p r o 
j e c t  p e r i o d  - i n  ' 0 0 0

P r o f i t  p e r  1000 n u t s  i n  R u p e e s

A d d i t i o n a l  p rem ium  o f  R s .  1/50 p e r  k i l o  
T o t a l  a d d i t i o n a l  b e n i f i t  t o  t h e  f a r m e r

104700

274

2 6 1 .7 0

2 0 2 .5 0  
4 6 4 . 2 0

9 : 7  D i r e c t / i n d i r e c t  B e n e f i t s  t o  F a r m e r s  :

1.  F a r m e r  m em bers  c a n  e n j o y  a  r e m u n e r a t i v e  p r i c e  f o r  

t h e i r  c o c o n u t s  w h i c h  t h e y  p r o d u c e  i n  t h e i r  e s t a t e s .

2 .  T h e  b e n e f i t s  o f  e c o n o m i e s  o f  s c a l e  c o u l d  b e  e n j o y e d  

b y  t h e  member f a r m e r s .

3 .  I d l e  m a c h i n e r y ,  b u i l d i n g s  and e q u i p m e n t  h as  b e e n  

made u s e  o f  t o  i n c r e a s e  t h e  i n c o m e  o f  t h e  f a r m e r .

4 .  R i s k  o f  h a v i n g  a f u t u r e  demand f o r  c o c o n u t s  i s  

m i n i m i z e d .

5 .  C o u n t r y  a s  a w h o l e  w i l l  a l s o  b e  b e n e f i t e d  b y  

o b t a i n i n g  t h e  h i g h e s t  p o s s i b l e  o v e r s e a s  p r i c e  f o r  

d e s i c c a t e d  c o c o n u t  p r o d u c e d  b y  t h e  s o c i e t y .  T h i s  

w o u ld  d e f i n i t e l y  i n c r e a s e  t h e  f o r e i g n  e x c h a n g e  

e a r n i n g s .

6 .  M o r e  e m p lo y m e n t  c o u l d  b e  c r e a t e d  w i t h i n  t h e  a r e a .
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a )  C o o p e r a t i v e  w i l l  b e  on a  s t r o n g  f o o t i n g  a s  i n  t h e

c a s e  o f  K a n u f a c t u r i n g  d e s i c c a t e d  c o c o n u t  i s

c o n c e r n e d

b )  T h e  c o o p e r a t i v e  n e e d  n o t  b e  i n t e r d e p e n d e n t  on 

O t h e r s  i n  s e l l i n g  d e s i c c a t e d  c o c o n u t

c )  S t r o n g  c o m p e t i t i o n  w i t h  t h e  p r i v a t e  s e c t o r  i s  

f a c i l i t a t e d

d )  C o n t e n t e d  m e m b e r s h ip  a s  r e g a r d s  t o  t h e  f u n c t i o n s  o f

t h e  s o c i e t y  i s  c o n c e r n e d

a )  B e t t e r  b a c k g r o u n d  s e r v i c e s  c o u l d  b e  p r o v i d e d  t o  t h e

m em bers .

9:9  Furth e r  Expan s ion :

a )  S team  S t e r i l i z a t i o n  : S t e r i l i z a t i o n  c o u l d  b e  d o n e  

t h r o u g h  s t e a m  and d o  away  t h e  p r e s e n t  s y s t e m  o f  

s e n d i n g  t h e  c o c o n u t  k e r n e l  t h r o u g h  t h e  b o i l i n g  

w a t e r .  P r e s e n t  b o i l e r  c a p a c i t y  i s  e n o u g h  t o  

g e n e r a t e  s t e a m  f o r  t h i s  p u r p o s e  t o o .

b )  I f  t h e  p r o j e c t  w o r k s  o u t  a c c o r d i n g  t o  t h e  p l a n ,

t o t a l  c a p i t a l  i n v e s t m e n t  c o u l d  b e  r e c o v e r e d  i n  5 

y e a r s .  I f  s o  t h e  o t h e r  tw o  f a c t o r i e s  a l s o  c o u l d  b e  

m o d e r n i z e d  a c c o r d i n g l y  o n e  b y  o n e .

9;8 Expected impact on the co-operative
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1 1 : 1  T e c h n i c a l  A s s i s t a n c e  : D e s i g n i n g  o f  t h e  f a c t o r y  c o u l d  b e  

f u r t h e r  d e v e l o p e d  i f  t e c h n i c a l  a s s i s t s m c e  f r o m  a b r o a d  i s  

f a c i l i t a t e d .  Much m o re  s o p h i s t i c a t e d  and  e f f i c i e n t  

s y s t e m s  c o u l d  b e  i n t r o d u c e d  w i t h  t h e  h e l p  o f  f o r e i g n  

e x p e r t s  i n  d e s i g n i n g  t h e  a u t o m a t e d  s y s t e m .  T h i s  c o u l d  b e  

i m p l e m e n t e d  i n  s t a g e  t w o .

1 1 : 2  M a r k e t i n g  t h e  P r o d u c t s  : A l t h o u g h  t h e r e  i s  an e x p o r t  

m a r k e t  f o r  d e s i c c a t e d  c o c o n u t  o u r  a p e x  o r g a n i z a t i o n  i s  

f i n d i n g  i t  d i f f i c u l t  t o  g e t  p r o p e r  o r d e r s  a t  

c o m p e t i t i v e  p r i c e s .  I t  i s  v e r y  much n e e d e d  t o  o b t a i n  

t h e  s e r v i c e s  o f  f o r e i g n  o r g a n i z a t i o n s  i n  g e t t i n g  g o o d  

o r d e r s  f o r  o u r  d e s i c c a t e d  c o c o n u t  p r o d u c e d  i n  c o 

o p e r a t i v e s .

a p p r i c i a t e d  i f  t h e  f u n d s  r e q u i r e d  t o  i m p o r t  t h e  

u n d e r m e n t i o n e d  i t e m s  b e  f i n a n c e d  b y  a  d o n o r  o r g a n i z a t i o n  

i t  w o u ld  r e l i e v e  t h e  p o o r  m embers  b u r d e n  o f  p a y i n g  

i n t e r e s t  f o r  t h e  b o r r o w e d  f i x e d  c a p i t a l .  T h i s  w o u l d  h e l p  

t h e  s o c i e t y  t o  s a v e  R s . 8 8  L a k h s . . ,  w h i c h  w o u l d  o t h e r w i s e  

h as  t o  b e  p a i d  a s  i n t e r e s t  t o  t h e  f i n a n c e  i n s t i t u t i o n .  

I f  t h i s  i s  f a c i l i t a t e d  a f u r t h e r  h i g h  p r i c e  c o u l d  b e  

p a i d  t o  t h e  f a r m e r  f o r  h i s  c o c o n u t s  and  i m p r o v e  h i s  

s t a n d a r d  o f  l i v i n g  c o n s i d e r a b l y .

X I  EXTERNAL A S S I S T A N C E  NEEDED
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11:3:1 Machinery to be imported

D e t a i l s Amount

K i l b u r n  d r i e r 5000
B o i l e r 3548
C u t t e r 345
S i f t e r 760

T o t a l  C o s t 9653
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1. MAP OF THE AREA OF OPERATION

2 .  BALANCE SHEET OF THE SOCIETY

3 .  DIFFERENT STAGES OF PROCESSING

4 .  SCHEDULE OF A C T I V I T I E S

5.  A C T I V I T Y  CHART

6 .  HET-WORK DIAGRAM

7. AUTOMATED PROCESSING SYSTEM

8 .  TECHNICAL S PE C IF IC A T IO N S  OF KILBURN DRYER

9 .  MECHMAR MULTIFUEL COMBINATION BOILER

10.  "ROTEX” SCREENER

11.  "STARTECH” P H I L I P P I N E  TYPE DIS INTEGRATER

A E » P E N D I C E S
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Appendix 2

Dunagaha. C...P .C .S . Ltd>.
B a l a n c e  S h e e t  a s  a t  3 1 - 3 - 1 9 9 0 .

F i x e d  a s s e t s
D unagaha  4453
K e h e l e l l a  1726

a d d : - I n v e s t m e n t s

a d d :-C u r r e n t  .As.sa.t.s.
D e b t o r s - T r a d e . 6815

a d d : - B a d  d e b t  P r o v i s i o n  4866
C r o p  l o a n s  t o  members  
O t h e r  A d v a n c e s  
S e c u r i t y  d e p o s i t s  
S u n d r y  D e b t o r s  
P r e  p a y m e n t s  
S t o c k  i n  t r a d e  

F i x e d  d e p o s i t s  5266
S t a f f  s e c u r i t y  d e p o s i t s  180
S a v i n g s  A c c o u n t s  1587
D e a t h  D o n a t i o n  Fund 11
C ash  a t  Bank -  Dunagaha  2246

C o lo m b o  40
" i n  hand 11

Less Cur r e n t L ia b i l l t i a s ^ .

S e l f  s e c u r i t y  d e p o s i t s  73
M embers  d e p o s i t s  2149
A c c r u e d  E x p e n s e s  1444
D e a t h  D o n a t i o n s  Fund 19
C r e d i t o r s  294

R e p r e s e n t e d  b y  : -
S h a r e s  3231
S h a r e s  owned  b y  t h e  s o c i e t y  471

( R u p e e s  i n  ' 0 0 0 )

6179
23

6202

1949
43

243
264

9
365

3890

7044

2297

16104

3979

a d d : - R e s e r v e s :
S t a t u t o r y  R e s e r v e  
C a p i t a l  R e s e r v e  
O t h e r  R e s e r v e s  

p r o f  i t s

3885
8

5792

1 2 1 2 3 .
18327

3702

14625
18327
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Appendix - 3

its.

ivtn«ci>.v>*jracv
'■ (rv ‘.,.op.ra

(®)

For Oil 
Extraction.!

10

Husking. 

Tronspoif tini'. 

Grading. 

Sampling. 

Feeding. 

Hatclioting.

Poe] in.fu 

’̂'ashinf-.

' to ri l i

Disini^e^-iratinf;.

11. Drying.

12. Coolinc.

13* Sifting.

14. Packing, Zealing L

Stitching.

15. Storing.



Appendix 4

Activities For Project Implementation

A c t i v i t y T im e  r e q u i r e d  
i n  m on th s

P r e c a d i n g
a c t i v i t i e s

A A r r a n g e m e n t  o f  F i n a n c e 02 0

B I n v i t e  q u o t a t i o n s  f o r  
e q u i p m e n t

01 0

C R e m o v a l  o f  o l d  m a c h i n e r y 02 0

D P u r c h a s i n g  o f  e q u i p m e n t 06 A,  B

E B u i l d i n g  r e n o v a t i o n s  f o r  new 
i n s t a l l a t i o n s

03 A,  C

F C o n s t r u c t i o n  o f  b o i l e r  h o u s e  
and f l o o r  c o n c r e t i o n .

02 A ,  C

G E l e c t r i f  i c a t i o n 01 A ,  C,  E, F

H M o d i f i c a t i o n s  and r e i n s t a l l a 
t i o n  o f  e x i s t i n g  m a c h i n e r y

02 A , C , E , G

I T r a n s p o r t a t i o n  and i n s t a l l a 
t i o n s  o f  new m a c h i n e r y

03 A ,  B, C, D, 
E, F ,  G, H

J T e a t  r u n s 01 A t o  I
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TECHNICAL SPECIFICATIONS Appendix -

SIZE OF DRYER

CAPACITY"

HEAT REQUIREMENT

INSTALLED POWER:
i) DRYING SYSTEM

ii) DUST COLLECTION

TYPE OF FUEL 

FUEL CONSUMPTION 

DRYING TEMPERATURE

SPACE OCCUPIED

SHIPPING WEIGHT

VFBD

6800 mm x 1070 mm (22ft x 3.5 ft)

360-600 Kg/hr* of Made Tea 

22000 Kg/hr of hot air @ 140“C

VFBD-MINOR

4900 mm X 1070 mm (16 ft X 3.5 ft)

200-350 Kg/fir* of Made Tea

13,000 Kg/hr of hot air @ 140“C.
(Volumetric flow rate (CFM) will depend upon altitude of tea estate 
and dfying temperature used. Refer Air Flow Requirement Chart.)

28.7 kW (38.5 HP)
16.8 kW (22.5 HP)

18 kW (24 HP) 
11.2 kW (15 HP)

Tea Dryer Oil (TDO), Firewood, Coal, Gas or Steam.

Depends on type of heater and moisture content of fermented leaf.

First Zone ; 130-140°C 
Second Zone: 95-110°C

10400 mrn L x 3350 mm W x 3050 mm H 8550 mm L x 3050 mm W x 3050 mm H
(34ft Lx 11 Ft WxI Of t H 28 ft Lx 10ft W x 10ft H)

8400 Kg. (approx.) without heater. 6500 Kg. (approx.) without heater.

' Exact figures depend upon moisture of wittiered leaf, altitude of lea estate and dust conleni of lea.

GENERAL
ARRANGEMENT

1. AIR HEATER
2. HOT AIR C ONTROL GEAR
3. HOT AIR BLOWER
4. B IFURCATING GEAR
5. IVIAIN STRUCTURE

DRYING CHAMBER  
FEED CONTROLLER  
FEED DISTRIBUTOR  
DUSTRACTOR  
REFIRING SYSTEM

17. INSTANT CLEANING DOOR
18. O PEN AREA
19. M IXING CHAMBER
20. COLD AIR BLOW ER
21. DRIED DUST & FIBERS



MECHMAR LANKA (PTE) LTD.

O U R R f c F :  Y O U R  REF :

M/S. Dsmiigaha Coconut producer^ Co™Gperay.ve S o c i e t y  L td  
IjuuaF.aha.

61, JET AW AN A ROAD, 
COLOMBO 14,
SRI LANKA.
TELEPHONE; 433708, 23116 
TELEX: 22494 GMW  CE 
FAX: 0094- 1 - 546672

Appendix - 9

16 th  Janaary 1991.

Dear S i r ,

K ind Afctxtf Mr.M»B»R, F e re ra  
(Gea s r a l  Manager)

MULTIFUSL COMBINATION BOILER

As p e r  your reques t ,  we are p leased  to  3Ubir..M-. our o f f  .->r f o r  the above as 
f o l l o w s .

i l E C i f L O M l Q I L  ♦ .

One (1 )  Unit  T i t a n  V e i ' t i c a l  Gomblnatioa Waste f i r e d  steam B o i l e r  C/W standard 
B o i l e r  mountings, f i t t i n g s  and a i i x i l l l a r i e s .

Model

Manufactured By 

Maximum Goatinuous Rat iag  

W ork ing  P ra s 3 ure 

C ons t r  uc t l  ox)/ DesigT>/Tm t i  ng 

p l a t e  J ia te r ia l  

B o i l e r  Tul)eg MateriaJ.

F ue l

F u e l  Handling 

E l e c t r i c  Supply 

I n s p e c t i o n {

Scope o f  Supply YForei g a  Cogt)^

1 .  Basic  B o i l e r  C/vl,

MG 600/150

Kechmar S M , BHD.

6000 PPH frora and a t  100 dgr  C.

150 FSEG,

B r i t i s h  staniinrd 2790

as 1501 ~ 151 -  430 - A

B3 3059 -  ST 320 -   ̂•

Wood, Veneer Waste, Coconut s h e l l  Gas w i th  a 
G a l a r l f l c  va lue  o f  about 5000 BTU/lb & moisture
content not cscoedir^ 35%,

Manual.

415 Volfcs/ 3 Phase /  50 H2 

L l o y d ' s  R e g i s t e r  o f  Sh ipp ing,

^Amount 

US J& 78,928.00

( a )  One Unit  e l e c t r i c  f e e d  water pump*
( b )  One I ta it  Feed  check v a l v e ,
( c )  One Unit  1 s t  & 2nd Low water  aJ.arm l e v e l  c o n t r o l l e r ,
( d )  One Unit  L i f f i i t  c o n t r o l  Pressurestafc.
( e )  One Unit  Duplex hig l i - Id f fc  s a f e t y  v a lv e ,
( f )  One Unit  Blowdown v a l v e .

G o n t / d ........... 2



Pftgs 2

( g )  On© I f a i t  ffiain gteaiR TOlve.
( h )  Two I M t s  water  l e m l  gauge Glassea,
( i )  One Unit  Steam l a j e c t o r .

lPjd>rujgnt4t4oj>Jc^Nog,£r^^ .g^ r ta .

2.  Induced D ra f t  Fan C/M .motor

3 .  E l e c t r i c a l  C on t ro l  F m e l  and w i r in g

T o t e l  P r i e s  FOB Singapore

Eat .  F r e i g h t  & Inr^urance t o
Colombo

Total GIF Colosibcs

US ^  4050,00 

US ,& 1442.00 

l)'3 ^ 84414.00

IB ^  4300.00

iL o o a l  Coat ^

1 .  C h i m ^  & Ducting

2. B o i l e r  House Pipi,ng

3 .  B o i l e r  House Gooatruct ioa  iifork.

4. P l a t f o r m  & Cat laddor

5. T ransport ing ,  l&iloading & I n s t a l l i n g  o f  
B o i l a r  using a Crane & Low Bed T r a i l e r .

Rs.  250,000.00 

Rs.  60,000.00 

Rs. 150,000,00 

Rs.  50,000.00

Rs.  50,000. 00

6 .  C lea r in g  & Forward ing chargaa. Approx. H s .100,000.00 \
(depends on the Duty and TT s t ruc ture  a t -  1(^6 Duty . 
the  tiras o f  c l e a r i n g ) . ~ 15^ TT.

~ 3^ C lea r in g  P r e s e n t l y  Ap p l i cab le  Rates

7 .  Coanecting ttie e x i s t i n g  waste Heat Unit 
t o  New B o i l e r Approx. Rs .  50,000.00

DeUjejj,,

Va l i d i t y

j 100^ L e t t e r  o f  C re d i t  in  favou r  o f  Mechmar Maju SKI .  BHD. 
110, Ja lan  Semsngat 46200, P e t a l i n g  Jaya, Malays ia .
(Ou* Bankers Hoagkong & Shanghai Banking Corporat ion
Pet jL l ing
h/Q Ho; 30S~31102S»001).

: 3 «. 4 Months from date  o f  Confi rmation.

t 30 Days,

Cont/ d



We guarantes on worknuwiship aa a l l  eqalpinsrits manufact
ured by ua f o r  a p e r i o d  o f  (12) months from date  o f  
Commisslonli^ o r  (14)  f o u r t e e n  months f rom date  o f  d e l l v o i  
wh ichever  comes f i r s t .

Jncluslpn,^

E ^ I uglop,

: Guarantee i s  exc lud ing  o f  a l l  n o raa l  wear  and t a r e  and 
o f  a l l  damage r e s u l t i n g  from i i ^ r o p e r  use, n e g l e c t  
u a j a s t i f i e d  exposure w i l f u l  ac ts  o f  enp loyees  o r  o th e rs .

; Commi.-jsioning o f  ths B o i l e r  f r e e  o f  charge.

1) A l l  C i v i l  and f o m d a t i o n  works,
2) Steam p ip ing  from B o i l e r  t o  Process  P l a n t .
3)  A l l  E l e c t r i c a l  and conduit  works.
4) Any o the r  works not  s p e c i f i c a l l y  mentioned here in .

Thanking you,

Yours f a i t h f u l l y ,
KECH>IAR LMKA (PTB) LTD,

K.D.C.E .  WICKRAMARAIME 
DIHECTCB/FACTORI TECHNICAL REPRESEt^TATIVE



ROTEX FLOW OF MATEniAL.S- 
FAST - EFFICIENT • ACCURATE

Locker ROTEX Screeners utilise a unique screening action that 
provides botli accuracy o f separation and high production. As 
shown above, material enters at top left, is distributed over the 
entire width o f the screen surface and conveyed toward the discharge 
end. Larger particles rerr\ain above the screen surface, while smaller 
■particles pass through, as determined by the screen meshes used 
for each particular application.

The model illustrated here is a typical two-surface ROTEX, 
which separates material into three different grades. Other A u to m a tic -  

Tension ing  models have one to four screen surfaces, producing two 
to five separate grades.

INCOMtNQ MATEAIAL



SEPARATE nOTEX ACTIONS - MAXirV5UM I VV UP PRODUCTIOIM • EFFICIENCY • ACCURACY
' V r ; -  Appendix - 10

For <ow-«osl s c re e n in g  on a p ro du c tion  basis, sc reen ing  m a
ch ine s  m ust p e rto rm  tw o  d is t in c t  functions:- ■ *
1. G ive u nders ize  m a te ria l m axim um  opp o rtun ity  to  pass-lhrougt)

the  mesh o pe n ing s  as the  m a te ria l is conveyed a long the 
s c re e n .' . '

2. P reven t th e  materia? fro m  lo dg in g  in  the  mesh openings.

M any sc re e n in g  m ach ines a tte m p t to  perfo rm  thesfe tw o  .‘u nc 
tions b y  a s in g le  screen ing  .action, w h ic h  necessarily  sa c rifice s  
the  e ffe c tiven e ss  o f e ith e r o r  bo th . By em p loy ing  tv.'o d is tin c i 
sc re e n in g  ac tions, ROTEX pe rfo rm s  each fun c iio n  syp a rs te iy  
and p os jlive ly , as show n ..be low , p ro v id ing  fa r m ore ^ '{ ic ie n t 
sc re e n in g  re s u lu .

GYRATORY 5VIOTION 
RAPIOLY DISTRIBUTES STRATIFIES • SEPARATES

The firs t RO TEX a c tio n  rs the  gyratory, m otion  of the near- 
level screen  b ox  . . . w h ich  combtr^es a h o rizon ta l c ircu la r 
m o tion  at the  feed  end. g ra du a lly  d im in ish ing  through  the 
leng th  o ! th e  m ach ine  <o ar^ e llip t ic a l m ovem ent, and lin a liy  
to  an a pp ro x im a te  s tra ig h t-tin e  m otion  a t the d ischa rge  end.

As m a teria l is  ted  in to  the  ROTEX. the  c irc u la r m otion  im 
m ed ia te ly  sp reads  it ac ross  the  fu ll w id th  o f th e  screen  su r
face, even though  it is fed from  a s ing le  po in t. Th is horizon ta l 
c irc u la r m o tion  a lso  s tra tifie s  the m ateria l, causing  the  fines to 
s ink dow n a ga in s t the  screen  mesh. As a result, p a rtic les  tha t 
are  a p p re c ia b ly  sm a :ie r than  the  mesh openings q u ic k ly  pass 
th rough  in  the  firs t p s rt o f the  screen.

A t the  sam e tim e, la rg e r partic les  float to the  top  and are 
gen tly  and  s tea d ily  conveyed  tow ard  the  d ischa rge  end o f the 
ROTEX screen  box. S ince th is  ts done w ith ou t v io le n t agita- 

. tion  o r ve rtica l hop. the  fin e r p a rtic ies  hug the screen  surlace

and re a d ily  pass th rou g h ; As the  m a le ria i tra v s :;  a 
screen  surface, it ente rs the area o f g ra du a lly  .shine
scr-?ening m o tion  a t the d ischa rg e  end. Th is reduceo  .ic t-on  is 
necessary in  o rd e r to  screen  out p a r lic ie s  tha t are sma^-er tna r 
tne  mesh open ings but w h ich  a pp ro ach  them  in d im errsion —  
the  ■■near-size”  p artic les.

Th is  ROTEX g y ra to ry  a c tio n  is h ig h ly  e ffic ien t. It (e m o /es  
a ll fin es  and dust w ith ou t p ro du c t d e te rio ra tion  . . . thus ro- 
c o ven ng  a g reate r vo lum e o f clears usab le  m a te ria l per :in:Oun; 
sc reened. In a dd itio n , because  the  screen su rface  is on--> •: 
from  the  h o r izon ia l, ROTEX u tilize s  the  fu ll mesh oD en ir 'a i, 
e nsu ring  cons is te ncy  sharp, v .s ii-ae fine d  sepa ra t'cnn  c.'cn 
h ign e s t p ro du c tion  rates. This is in  c o n tra s t to  m achines rn--s-- 
s c te e n s  are apptec»ab!y in c lin e d , w h ich  re q u ire  iarge.-' n,£,vh 
o pe n ing s  fo r a des ired  se pa ra tion ' and thus a llo w  o '- t ’ t iz e  
pass th rou g h  and reduce  the  sharpness o f the  se pa ra :i:in .

ROTEX BOUNCING BAi-L.S PREVENT SCREEN BLINDING

The second  ROTEX a c tion  is perfo rm ed by res ilien t b a lls  con
fined  in p o cke ts  benea th  each  screen  surface. The m achine 
m o tion  causes these  b a lls  to  be de fle c ted  aga ins t b eve l s trips 
and  booncs continuously against the  und^n^'o<» n f the  <»cfe#n 
m esh, thu s  keep ing  the  screen  c le an  and preven tm g screen 
b lin d in g . A t th e  sam e tim e. It keeps the screen  a live  . . , pro
v id in g  s u tfic ie m  a g ita tio n  to  a id p a rtic le  s tra tific a tio n  and to

I r i c e

se pa ra te  partic les  adhering  to  one  ano ther.
The  ROTEX bou nc ing  b a ils  ensure  co m p le te  remova* o f 

u nd e rs ize  —  even from  m a te r ia ls  tha t tend to  c lo g  c ih e r types 
of sc re e nm q  equ ipm ent, in  m a n y  cases th is  freedom  from  
pu n d in g  perm its  sm a lle r sc re e n  o penm gs on f^O TEx —  re ia :r-  
ing  a g re a te r p ro po rtio n  o f d e s ira b le  m a te ria l m at norm ally  
is tos t th rou g h  la rg e r ope n ing s  on  o th e r types o f screeners.

£ ^ 5 Q Q / ( G I F ) Colotabo
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5 tUTCh i9SiO
Mr. S u B i l  J .  Wutawala
J o ix i t  S t i c r e tu r y
S r i  Li ioku jUuuiccatod Coconut
Dawsoa S t . ,  Colombo, S r i  Lax^a

Sir;

Vov thQ aulce ot  g ood  o r d a r  w«j a r e  c o a f i r m i o g  h e r e w i t i i  o u r  
f i r m  oXTtir t o  a t t l l  you d a a i c c a t u d  c o c o n u t  Q iach iaa r ida  aocord** 
i u g  t o  th e  f o l l o w i n g  td rw a  aad c o a d i t l o o s ,  muadl/s

A ,  S ta i ’ t a c b  pQwer G r i n d e r  p a r  u a i t ............ . . . , , V S S  5 , 9 ^ 1 .0 0 ,
One ( 1 )  PC.  p u l l e y  9 * 2 1  .................* .............  1 2 ,0 0
Otaa ( 1 ;  p u l l o y  6 x  1 0 .0 0
Ttirae O J  poo  V o b e l t  Sac B .............. .. 2 9 .00
One ( 1 )  pc  ep ro c lce t  j^O  x  15 t e e t h  . . . . . . .  1 1 .00
One ( l )  PC s p r o c k e t  ^ 0  x 3** t e e t h ........... i 2 9 .00
One ( 1 )  E o l l  r o l l e r  c h u i »  /j(60 10 f t . . . . .  2 4 .0 0

; Two ( 2 ;  p ee  Ch^ ia  <^M.urd ...................................................................  3 5 .0 0

Ji. Spa re  p a r t s  f o r  two yaura  C 'porat iona
Oati C l )  e a t  t5i-*iudor r i n g ...................................  ^ 4 5 .0 0
Ouu C l j  e e t  f l a k e  d i s c  w i t h  c u t t e r a  ... 4 43 .0 0
One C l )  s e t  f a n c y  d i s c  w i t h  c u t t e r s  . . . . . .  4 09 .00
One ( i V  a e t  c h ip s  d i s c  w i t h  c u t t e r a  . . . . . .  341 .00
S i x  i 6 )  pea  f l a k e  c u t t e r a  ... .................... 1 ?2 ,00
'IVo ( 2 )  pea  f a n c y  c u t t e r a  . . . . . . . . . . . . . . .  55 .00
Two ( 2 )  pea  ch ip a  c u t t e r a  ... .................... ^ « 0 Q

5‘0'fAJt* y o a  k a h i u  P a i c E  u s »  8, 000,00
The above  p r i c e  (US t ta ,000 ,00 )  i a  good  o n l y  f o r  a winimuaj

o r d e r  o f  tw o n ty  ( 2 0 )  wuiifca, o th a r w i e e  th e  p r i c e  a h a l l  be a d j u s t e d
t o  U3 t t l0 ,500 .00 .

Thu f o l l o w i n g  a h a l l  be f u r n i s h e d  by th e  p u r c h a s e r ;
I ,  F r e i g h t  f rom  s h ip p in g  p o i n t  t o  d e l i v e r y  s i t e  
i?. In s u ra n c e ,  t a x e s  i f  any on c a r g o
3. Hotova tuid t t o to r/ppw er  c o n t r o l

Terma of Payment;
' ' ' &0 downpuyiuent w i t h  th e  o r d e r

• :  Con f i rm ed  I r r e v o c a b l e  L e t t e r  o f  C r e d i t  
w i th  E i t a l  Couuuercial  Banking C o r p o r a t i o n  
( a c d c )  aa th e  4d v i s i n g  Umic

D e l i v e r y  ••
TTc i s  a g r e e d  . t h a t  ahipment o f  th e  tw e n ty  ( 2 0 )  u n i t s  o f  

th e  S t a r t e c h  Power  G r in d e r  can be made i n  daya sh ipp ix ig  d a t e  
as s t a t a d  i s  c o n t i n g e n t  upon th e  r e c e i p t  o f  a l l  r e q u i r e m e n ts  t o  
p r o c e e d  w i t h  th e  o r d e r  w i th o u t  d e l a y  and a l l  f i n a n c i a l  m a t t e r s  
s a t i s f a c t o r i l y  a e t t l e d . (  F o r  t h i r t y  ( 3 0 )  u n i t s , 90 days  ) .

E r e c t i n g  and E ng n ee r in g  Serv ic t iu

Upon co. (uple t ion and f i n a l i z a t i o n  o f  th e  f a b r i c a t i o n  and s h i p -  
aient o f  th e  equipment we a r e  w i l l i n g  t o  aend you our  company en
g i n e e r s  t o  a s s i s t  you i n  the  s u p e r v i s i o n  o f  th e  e r e c t i o n ,  i n i t i a l  
o p e r a t i o n  o f  tba  equipment and t o  t r a i n  y o u r  o p e r a t o r  i o  s e t t i n g  
up and o p e r a t i n g  th e  equ ipment .

' Our company w i l l  c h a rge  you l&r the  e a g i a a e r ‘ a t im e  and r e 
im b u rsab le  expenses  as f o l l o w s ;

a )  Round t r i p  t i c k e t ( e x c e p t  f o r  more than 30 u n i t s  o r d e r e d ) ,  
b j  Out o f  p o c k e t  t r a v e l l i i ^  expenaea f rom  our  o f f i c e  i n  

th e  P h i l i p p i n e s  t o  th e  p r o j e c t  s i t e  i n  S r i  Lanka a l o n g  
w i th  r e a s o n a b l e  expenses  f o r  l o d g i n g ,  board  and i n c i 
d e n t a l  l i v i n g  expenaea
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CHAPTER 1

NA ME  OF PROJEQI

COUNTRY 

PROJECT NO.

SytlClARY OF IHE PRQJEQI 
PROFILES

DESSIGATED COCONUT PROCESSING 
FACTORY MO DERNISATION 
p r o g r a m m e  : Kammal Pattu 
Coc onut Pr oduc er s ' Co~oper ai ve 
Society Ltd., W ennappuwa

SRI LANKA

ICA/J 96/ 87/ 3D / 1

PRQJiSI PREPARED
By Mr. Colombage Anthony Camillus 

Fernando, participant of the 
5th CA / JAPAN management 
course.

2. J U STIFICATION

2. 1 Area
Population 
House holds 
Target group

2.2 Present average 
income level of 
the area :

2„3 Present average 
income level of 
the members ”

2.4 Commodities grown 
Present pattern of 
Processing and 
Present pattern of 
Marketing

14 Square Miles 
64000 
12800
3500 (Coconut Growers)

Rs. 24,000 per head per annum

Rs. 30,000 per annum

(a ) Commo d it ie s grown is 
confinet) to coconut 
as the main 
crop, whilst mango, 
Banana, Paddy, Pineapple 
and vegeta bl es  are 
subsidiary crops. 
Processing: Present 
patern of processing 
could be broadly 
categorised into three 
distinct levels

(i) Small holders curing 
their crop to copra 
in small scale copra 
kilns.



2 . 5  P r e s e n t  S o u r c e  
r a w  m a t e r i a l s

o f

C i i )  B u s in e s s m e n  who
p u r c h a s e  t h e  c r o p  
and c o n v e r t  t o  c o p r a  
i n  medium t o  l a r g e  
s c a l e  c o p r a  k i l n s  

t . i i i )  L a r g e  s c a l e  m i l l s /  
C o - o p e r  a t i  v e  
S o c i e t i e s  t h a t  p r o c e s s  
c o c o n u t  o i l  and 
D e s s i c a t e d  c o c o n u t  
on a l a r g e  s e a l e  
o u t  o f  a l l  c o m m o d i t i e s  
g r o w n  o n l y  c o c o n u t  
h a s  a m a r k e t a b l e  
s u r p i  us

From m em bers  and 
N o n -m e m b e rs .

2 . 6  R e t u r n s  t o  p r o d u c e r s :

2 . 7  J u s t i f i c a t i o n  f o r  t h e  
n e e d  f o r  c h a n g i n g  
p r e s e n t  p a t t e r n  o f

( a )  P r o d u c t i v i t y

<b )

The  a v e r a g e  r e t u r n  
r e c e i v e d  b y  t h e  
g r o w e r  r a n g e  b e t w e e n  
R s .  2 0 0 0 / -  t o  Rs  2 5 0 0 / -  
p e r  1000 n u t s .

P r o d u c t i v i t y  l e v e l s  
v a r y  w i d e l y  a s  a l l  
do  n o t  p r o v i d e  t h e  
n e c e s s a r y  i n p u t s  
a s  p e r  c o c o n u t  
R e s e a r c h  B o a r d  
r e c p m m e n d a t i o n s .  
P r o d u c t i v i t y  l e v e l s  
c o u l d  b e  i m p r o v e d  
by  p r o m o t i n g  new 
m e th o d s  r e c o m m e n d e d .  
M a c h i n e r y  p r e s e n t l y  
u s e d  t o  p r o c e s s  DC i s  
o u t d a t e d  b y  a b o u t  
40 y e a r s ,  and t h e  
t e c h n i q u e s  do  n o t  
p r e v e n t  p h y s i c a l  
c o n t a c t  o f  
t h e  p r o d u c t  a t  
i m p o r t a n t  s t a g e s  , 
w h e r e  a s  m odern  
m a c h i n e r y  i s  v e r y  
e f f i c i e n t  and 
e c o n o m i c a l  i n  t h e  
c o n t e x t .
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<c) M a r k e t i n g

2 . 8  A n t i c i p a t e d  p r o j e c t  
b e n e f i t s  i n  b r i e f

2 . S  Const ra i *n?<

3 .  OBJECTIVES

NAME AND ADDRESS OF 
CO-OPERATIVE S i s P O N i l B L E  
FOR THR PROJECT ;

T h e  p r e s e n t  m a r k e t i n g  
p a t t e r n  i s  t h e  
P r o d u c e r  -  B r o k e r  -  
S h i p p e r  ~ Consumer 
w h e r e  t h e  m a j o r  
p r o f i t s  a r e  t a k e n  
by  t h e  m id d l e m a n ,
A m o re  a c c e p t a b l e  
s y s t e m  w o u ld  b e  f o r  
t h e  p r o d u c e r  t o  m a r k e t  
d i r e c t l y  t o  t h e  b u y e r  
who i s  a  h o r i z o n t a l  
l i n k a g e  o f  C o - o p e r a t i v e  
s t r u c t u r e .

A n t i c i p a t e d  p r o j e c t s  
w o u ld '  b e  

<a )  I n c r e a s e  p r o d u c t i v i t y  
<b )  D e c r e a s e  c o s t  o f  

p r o d u c t i o n  and 
i n c r e a s e  q u a l i t y  

( .c)  A h i g h e r  r e t u r n  t o  
t h e  g r o w e r .
C o n s t r a i n t s  i n  
p r o c u r i n g  t h e  r a w  
m a t e r i a l  i s  d u e  t o  
l i q u i d i t y  p r o b l e m s  
f a c e d ’ b y  g r o w e r s  and 
t h e i r  h a v i n g  t o  
p a t r o n i s e  b u y e r s  who 
a d v a n c e . f u n d s  w h i c h  
i n v a r i a b l y  r e s u l t s  i n  
a p o o r  r e t u r n , w h e r e a s  
w o r k i n g  w i t h i n  a 
f r a m e  w o rk  o f  r u l e s  
a n d ( r e g u l a t i o n s  i n  
C o - o p e r a t i v e  s y s y e m '  
d o e s  n o t  a l l o w  t h e  
f l e x i b i l i t y  e n j o y e d ;  
b y  p r i v a t e  t r a d e r s .
T h e  ma in  o b j e c t i v e  i s  
t o  i n c r e a s e  t h e  i n c o m e  
o f  t h e  f a r m e r s  who a r e  
t h e  members  o f  t h e  
C o - o p e r a t i v e  S o c i e t y  
and t o  p r o m o t e  t h e i r  
p a r t i c i p a t i o n  and t o  
i n c r e a s e  t h e i r  
member sh i ja

Kammal P a t t u  C o c o n u t  
P r o d u c e r s ' C o - o p e r a t i  v e  
S o c i e t y ' L t d . , 
Wennappuwa.  S R I  LANK^



4 . I P r e s e n t  S o c i e t y  m e m b e rs h ip  
and m e m b e r s h ip  C o v e r a g e  
t o  t o t a l  p o p u l a t i o n  :

4 . 2  V o lu m e  o f  C o m m o d i t i e s  
h a n d l e d  J

4 . 3  S e r v i c e s  t o  members  

G oods

S e r v i c e s

PLANNED PROJECI  A C T I V I I I E S

3 . 1  B a c k w a rd  l i n k a g e
A .  A im  :

C l )

(2)

( 3 )

A c t i v i t i e s  :

B. F o r e w a r d  l i n k a g e  ; 
A i  m

A c t i v i t i e s

1200 r e g i s t e r e d  
mem bers  -  225 
r e g u l a r  m em bers .
9 .4 ,  '/. h a s  b e e n  
c o v e r e d

4 0 , 0 0 0  c o c o n u t s  = 5MT 
p e r  d a y  and 16 
w o r k i n g  d a y s  p e r  month

s u p p l y  o f  f e r t i l i z e r  
s e e d l i  n g s .

s u p p l y  o f  t r a n p o r t ,  
c r e d i t ,  a d v a n c e  
f a c i l i t i e s  and p r o v i d e  
t e c h n i c a l  a s s i s t a n c e .

t o  m i n i m i s e  f a r m e r s  
r i s k s  and i n c r e a s e  
p r o d u c t i v i t y .
G i v i n g  l o a n s  t o  
f a r m e r s
R e s e a r c h  and D e v e l o 
pment .
P r o d u c t i o n  and S a l e s  
o f  c o c o n u t  i n p u t s .

R e g u l e r  s u p p l y  o f  a l l  
n e e d e d  a g r i c u l t u r a l  
i n p u t s  and f a c i l i t i e s  
on no  p r o f i t  b a s i s .

V a l u e  a d d i t i o n s

P o s t  h a r v e s t  and 
m a r k e t i n g  a c t i v i t i e s  
H a r id I i  n g ,
T r a n s p o r t ,
S t o r a g e ,
W a r e h o u s i n g ,
D r y i n g ,
P r o c e s s i n g ,
P a c k a g i n g ,
D i s t r i b u t i o n .



c. H o r i z o n t a l  L i n k a g e  
A i  m

A c t i  v i  t i  e s

D e v e l o p m e n t  o f  s e l f  
r e l i e n t  f a r m e r s  
o r g a n i s a t i o n .

D e c i s i o n  m a k in g  
Q u a l i t y  c o n t r o l  
s t a n d a r d i s a t i o n  o f  
p r o d u c e
S h a r i n g  o f  b e n i f i t s  
O v e r a l l  p o l i c y  
d e v e l o p m e n t .

F a r m e r s  ----- > P r i m a r y  c o - o p e r a t i v e  ------ > Ap ex  u n i o n
----- > N a t i o n a l  c o - o p e r a t i v e  c o u n c i l .

6 .  I S  IH E  PROJECT £yN ADDIT IONAL
A C T I v I t Y ~ 0R i xTE N T IO N /E XPAN S IO N  
p I I s I n T A C T I V I T Y m o d e r n i s a t i o n  o f  t h e  

e x i s t i n g  d e s s i c a t e d  
c o c o n u t  p r o c e s s i n g  
factory.

2 i  g s i i M A i E D  V o l u m e  o f  c o m m o d i t i e s

I D  b e  H AN D LED /IN Py iS c o c o n u t s  p e r  d a y  
= 9 6 , 0 0 0
c o c o n u t s  p e r  y e a r  
= 1 9 . 2  m i l l i o n

7 . 1  -  C h a n n e l s  f o r  s e c u r i n g  
I n p u t s  3

Z a 2  CHANNELS FOR MARKEUNG 
W i l d i N  IH E  COUNIRY i

7 . 3  EXPECTED VOLUME OF 
MARKETABLE S U P PL IE S  :

7 . 4  EXPORTED TURN -  OVER ;

B a s i c  r a w  m a t e r i a l  
w i l l  b e  c o c o n u t s ,  
w h i c h  t h e  members  
w i l l  s u p p l y  t o  t h e  
p r o c e s s i n g  
u n i t .  A d d i t i o n a l  
amount n e e d e d  c o u l d  
b e  h a r n e s t  w i t h i n  t h e  
l o c a l i t y  f r o m  non 
member .s.

By p r o d u c t s  such  a s  
C o c o n u t  o i l ,  C o c o n u t  
s h e l l s  and s o a p  w i l l  
b e  s o l d  t h r o u g h  ou r  
Ap ex  u n i o n  S r i  L an k a  
C o c o n u t  P r o d u c e r s '  
C o - o p e r a t i v e  S o c i e t y  
U n i o n ,  C o l o m b o .

DC 100 7. v o l u m e  j for 
e x p o r t  m a r k e t i n g ,
R s .  8 4 . 4 1 8  M i l l i g n  
p e r  y e a r

5 •



i i  i X P Q S I  P Q I i N I l A L ^ I F  ANY
8 . 1  C h a n n e l  o f  m a r k e t i n g

t h e  p r o d u c t s  :

8 . 2  E s t i m a t e d  e x p o r t  t u r n o v e r s

8 . 3  B e n e f i t  t o  members  f rom
e x p o r t s  :

T h r o u g h  S r i  L an k a  
C o - o p e r a t i v e  U n io n  
L t d .  ,
R s .  65 M i l l i o n  f r o m  
K . P . C . S .  U n io n

T h e  b e n e f i t  o f  t h e  
m a r g i n  g i v e n  t o  
b r o k e r s  and s h i p p e r s  
w i l l  b e  g i v e n  t o  t h e  
members  .

SOURCES OF FUNDS
9 . 1  T o t a l  p r o j e c t  o u t l a y  :
9 . 2  Owned C a p i t a l  ;
9 . 3  D o m e s t i c  c o s t  c o m p o n en t
9 . 4  F o r e i g n  c o s t  c om p o n en t  i
9 . 5  M embers  c o n t r i b u t u o n  f o r  

t h e  p r o j e c t  a d d i t i o n a l  
s h a r e s  / d e p o s i t s  :

9 . 6  L o a n s  / S o u r c e s  o f  such
l o a n s  :

9 . 7  G o v e r n m e n t  c o n t r i b u t u i o n  
i f  an y  i n  t h e  f o r m  o f  
s u b s i d y  / g r a n t  / s o f t  l o a n s :

9 . 8  G o v e r n m e n t  o r  G o ve rn m e n t  
s p o n s o r e d  a g e n c y  s u p p o r t  
f o r  t e c h n i c a l  and M a n a g e r i a l  
a c t i v i t i e s  :

S u p p o r t  f o r  t e c h n i c a l  
a c t i v i t i e s  ;

S u p p o r t  f o r  m a n a g e r i a l  
a c t i v i t i e s

10^ P L A N I  AND MACHINERY I Q
i i  i n s i a l l e d  i

1 0 .1  T y p e  o f  m a c h i n e r y  :

1 0 . 2  W h e th e r  l o c a l l y  a v a i l a b l e  :

CRs. M i l l i o n )  
35  
1 6 . 1 0 6  
2 4 . 5 5 0  
1 0 .4 5 0

From M i l l  D e v e l o p m e n t  
Fund g r a n t  = 0 . 2 8 0

T h r o u g h  t h e  B a n k s ,  
o r  f u n d i n g  a g e n c i e s  
l o c a l  / f o r e i g n

From C o c o n u t  D e v e l o  
pment A u t h o r i t y  
g r a n t  = 0 . 6 0 0  M l .

S u p p o r t  f o r  
T e c h n i  c a l

C o c o n u t  D e v e l o p m e n t  
A u t h o r i t y

S r i  L a n k a  I n s t i t u t e  
o f  C o - o p e r a t i v e  
M a n a g e m e n t .

M odern  m a c h i n e r y  
f u l l y  a u t o m a t i c .
Some m a c h i n e r y  c o u l d  
b e  o b t a i n e d .



1 0 . 3  W hether  t o  be  i m p o r t e d

10,4 Whether local agents

available for imported 

items : ,

10.5 Whether similar plant

operating in the country 

or area of operation if 

so, the capacity and

the products

A Dart of the 

plant and 

mac linery have to 

be imported such as 

Phillippino type 

cutt-er, Vibro fluid 
bed dryer, Rotex 
screening machine 

and boilers.

Yes, Sri Lanka 
Dessicated Coconut 

Millers' Association 

Colombo.

Recently some of 

the plant and 

machinery were 

introduced by 

private DC factory 
ownt?r s.

EiBSONNEL

11.1 Total number of project 
personnel required Technical 12

Administrative 02 

General 198

212

11.2 Whether technically qualified 
personnel locally available Yes provied they 

are given a train

ing by the Coconut 

Dev.^?lopment Author

ity,

12 PRQJECI IMPLEMENIAIION SCHEDULE

12,1 Preparatory works ■
f r om — to 1991.08.01

1992.07.31

12.2 Project life 10 years.

12.3 Maximum capacity utilisation 

to be achieved by 3rd year 2400 MT/DC p e r  y e a r

7



.13^ F IN A N C IA L  RESULIS  AND B E N I F I I S  
IS ' c O - Q P E R A T l i ^ E  MEMBERS

1 3 .1  P r o j e c t
( a )  I n t e r n a l  R a t e  o f  R e t u r n  = 27.09'/.
<b )  P a y  bai:k p e r i o d  = 3 Y e a r s
< c )  D eb t  s e r v i c e  c o v e r a g e  r a t i o =  5 . 3
<d )  B e n i f i t / C o s t  R a t i o  = 1 . 6 9
Ce) B r e a k  e v e n  p o i n t  = 35X

( 3 r d  y e a r  100% c a p a c i t y )

08 month'

1 3 . 2  E s t i m a t e d  n e t  i n c r e a s e  i n  i n c o m e  
t o  members  a s  a r e s u l t  o f  p r o j e c t  
a c t i v i t i e s .
( 1 )  I n c r e a s e  o f  t h e  c o c o n u t  p r i c e s  

R s .  2500
( 2 )  A d i v i d e n d  o f  127. t o  members

<an a d d i t i o n a l  R s .  250  p e r  1000 n u t s  t o  m em b ers )

f r o m  R s . 2 0 0 0  t o

1 3 . 3  A d d i t i o n a l  e m p lo y m e n t  t o  b e  g e n e r i ^ t e d  
( i n  what  s p e c i f i c  f i e l d s )

T e c h n i c a l  -  06
A d m i n i s t r a t i o n  -  01 
G e n e r a l  - 1 3 3

1 3 . 4  O t h e r  d i r e c t / i n d i r e c t  b e n i f i t s  
t o  members

( 1 )  A r e a s o n a b l e  
p r i c e  f o r  t h e  n u t s

( 2 )  T o  a v o i d  r i s k  
i n  t h e  f l u s h  
s e a s o n  f o r  c o c o n u t  
p r  i  c e s

( 3 )  t h e  members  w i l l  
g e t  a  p rem ium  p r i c e  
f o r  t h e i r  p r o d u c t s .

1 3 . 5  E x p e c t e d  im p a c t  on t h e
c o - o p e r a t i v e  i m p l e m e n t i n g  
t h e  p r o j e c t .

<1> U t i l i s i n g  t h e  
e x i s t i n g  p l a n t  and 
m a c h i n e r y  f o r  g o o d  
u s e .
(2.J T o  k e e p  t h e  
p r i c e s  o f  c o c o n u t s  
i n  a r e a s o n a b l e  
1e v e l .

8



14. 1
iXIgRNAL ASSlilANCE NEEDED

Techni cal assi stance/servi ces 

of experts for project 

preparation and i t s  
implementation

14.2 Training facilities within, 
the country/abroad

14.3 Assistance in marketing the 
products locally/abroad

14.4 Funds needed from external 
sources.

14.5 Assistance for setting up 
plant and machinery

14.6 Whether External assistance 

needed for, managing the plan

We need technical 
assistance.

Food processing 

training should be 

obtained from a 

foreign institution

to get a foreign 

market for our 

exports;

R s . 17.934 (Million)

we require 

assistance from 

outside experts

noiu_i, we expect to 

train the personnel 

in our Society

9



S r i  L a n k a  ( C e y l o n )  h a s  an a r e a  o f  2 5 . 3  t h o u s a n d  s q u a r e  
m i l e s  o r  6 5 , 0 0 0  s q u a r e  k i l o m e t e r s .  The  i s l a n d  i s  
s i t u a t e d  b e t w e e n  5 d e g .  5 5m in .  and 9 d e g .  50  m in .  N o r t h  
l a t i t u d e  and b e t w e e n  7 9 d e g .  4 2 m in .  and BO deg .  5 2 m in .  
E a s t  l o n g i t u d e .

R a i n f a l l  i s  o f  t h r e e  t y p e s  m o n s o o n a l , c o n v e n t i o n a l  and
d e p r e s s i o n a l , Monsoon  r a i n  o c c u r s  d u r i n g  t h e  t w o
m o n so o n s .  T h e  a n n u a l  a v e r a g e  r a i n f a l l  v a r i e s  f r o m  b e l o w  
40  i n c h e s  i n  t h e  d r i e s t  z o n e s  and 200  i n c h e s  a t  c e r t r a i n  
p l a c e s  o f  t h e  h i l l  c o u n t r y .

A g r i c u l t u r e  c o n t i n u e s  t o  o c c u p y  i n  an u n r i v a l l e d  
p o s i t i o n  i n  t h e  n a t i o n a l  e c o n o m y .  F o r e i g n  e x c h a n g e  
e a r n i n g s  a r e  m a i n l y  f r o m  t h e  t h r e e  m a j o r  e x p o r t  c r o p s  
T e a ,  C o c o n u t  and R u b b e r .  C o c o n u t  p r e o d u c t i o n  c o n t i n u e  t o  
b e  s u b j e c t e d  t o  v a r y i n g  f l u c t u a t i o n s .

T h e  C o c o n u t  i n d u s t r y  o c c u p i e s  a p r o m i n e n t  p o s i t i o n  i n  
t h e  e co n o m y  o f  t h e  i n d i g e n o u s  p o p u l a t i o n  o f  t h ^  
a p p r o x i m a t e l y  4 5 2 , 0 0 0  h e c t a r e s  o f  c o c o n u t  l a n d  i n  S r i  
L a n k a ,  r o u g h l y  3 /2  c o n s i s t  o f  s m a l l  h o l d i n g s ,  i . e .  t o  
s a y  o f  a l l o t m e n t s  c»f e i g h t  h e c t a r e s  and u n d e r ,  and 
p r a c t i c a l l y  t h e  w h o l e  o f  i t  i s  S r i  L an k an  o w n e d .  I t  i s
e s s e n t i a l l y  t h e  s m a l l  m a n ' s  i n d u s t r y .

The  S r i  Lan k an  b a n k i n g  C o m m i s s i o n e r s  a f t e r  a 
c o m p r e h e n s i v e  i n v e s t i g a t i o n  i n t o  t h e  e c o n o m i c  l i f e  o f  
t h e  c o u n t r y  e x p r e s s e d  t h e  o p i n i o n  t h a t  f r o m  t h e  p o i n t  o f  
v i e w  o f  i t s  i m p o r t a n c e  t o  t h e  e x p o r t  t r a d e  o f  S r i  
L a n k a , t h e  C o c o n u t  i n d u s t r y  can  c l a i m  an e q u a l  r a n k  w i t h  
R u b b e r ,  b u t  c o n s i d e r i n g  w i t h  t h e  r e f e r e n c e  t o  t h e  p l a c e  
i t  o c c u p i e s  i n  t h e  v i l l a g e  e c o n o m y  i t  s h o u l d  t a k e  
p r e c e d e n c e  o v e r  a l l  t h e  a g r i c u l t u r a l  i n d u s t r i e s  i n  t h e  
i s l a n d .

T h e  C o c o n u t  p a lm  i s  i n d e e d  a t r e e  o f  l i f e  t o  t h e  S r i  
L an k an  v i l l a g e r .  Though  S r i  L a n k a  r a n k s  f o u r t h  among 
t h e  c o c o n u t  p r o d u c i n g  c o u n t r i e s  i n  t h e  w o r l d ,  i t  i s  
s t i l l  t h e  s e c o n d  l a r g e s t  m a n u f a c t u r e  o f  D e s s i c a t e d  
C o c o n u t  C D . C . ) r e s p o n s i b l e  f o r  t h e  s u p p l y  o f  a b o u t
5 0 , 0 0 0  M e t r i c  T o n s  o r  35% o f  t h e  t o t a l  v o l u m e  o f  D .C .  
t r a d e d  i n  t h e  w o r l d  a n u a l l y .

ZL iACKGROUND

i i i  OVERALL S IIU A IIO N
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_______(a).__ A r e a  u n d e r  C o c o n u t  C u l t i v a t i o n

-  No .  o f  H o l d i n g s  -  7 0 4 4 4 8
- T o t a l  a r e a  ( A c r e s )  -  1 , 0 2 8 , 1S2 (O n e  M i l l i o n )  
- B e a r i n g  A c r e a g e  -  9 2 3 , 1 0 0

( b )  F o r e i g n  E x c h a n g e  e a r n e d

C o c o n u t  p r o d u c t s  ( R s .  M i l l i o n )  “ • 2 , 8 6 5
P e r c e n t a g e  o f  t o t a l  e a r n e d  -  5 . 1

( C )  C o n t r i b u t u i n  t o  G . N . P .
( C o n s t a n t  f a c t o r  p r i c e  1982 )

T o t a l  a g r i c u l t u r e  ~ 2 8 . 3
T o t a l  p l a n t a t i o n  ~ 5 . 5
C o c o n u t  p r o d u c t s  - 2 . 7

t d )  E m p loym en t
- C o c o n u t  p l a n t a t i o n s  -  1 ,0 0 0 0 0

M a n u f a c t u r i n g  i n d u s t r i e s  -  3 5 , 0 0 0

( e )  D o m e s t i c  C o n s u m p t i o n

E s t i m a t e d  D o m e s t i c  C o n s u m p t i o n  i n  r e l a t i o n  t o  
p o p u l a t i o n  1 9 8 5 - ^  1989 a v e r a g e  n u t s  p e r  p e r s o n  1 1 3 . 4  p e r  
y e a r

S o u r c e  : M i n i s t r y  o f  P l a n t a t i o n  I n d u s t r i e s
P l a n t a t i o n  s e c t o r  s t a t i s t i c a l  p o c k e t  
b o o k  1990 -  p a g e  76 

. S e e  a l s o  a n n e x t u r e  N o . 1 '

2 . 2  A r e a  o f  p r o j e c t

Kammal P a t t u  A d m i n i s t r a t i v e  r e g i o n  h a s  an  a r e a  o f  14 
s q u a r e  m i l e s  o r  8960  a c r e s .  T h i s  A d m i n i s t r a t i v e  r e g i o n  
i s  s i t u a t e d  50  k i l o m e t r e s  aw ay  f r o m  t h e  c a p i t a l  C i t y  o f  
C o l o m b o .  T h e  w e s t e r n  s i d e  o f  t h e  a r e a  i s  b o u n d e d  t o  t h e  
sea,.  I t  i s  a f l a t  a r e a .  T h e  s o i l  i s  f e r t i l e .  M os t  o f  
t h e  s o i l  c o n s i s t s  o f  s a n d y  lo a m  and c l a y  l o a m  s o i l

H e r e  t h e  ma in  p a t t e r n  o f  r a i n f a l l  i s  m o n s o o n a l . T h e  
a v e r a g e  a n n u a l  r a i n f a l l  o f  t h e  c o c o n u t  t r i a n g l e  i s  7 4 . 1 9  
i n c h e s

T o t a l  p o p u l a t i o n  i n  t h e  a r e a  i s  a b o u t  6 4 , 0 0 0 .  P e r s o n s  
w i t h  h o u s e h o l d  i s  12800

11



A c c o r d i n g  t o  e m p l o y m e n t  p e r s o n s  w i t h  h o u s e h o l d s  i s  
t a b u l a t e d  b e l o w  t~

PattetQ

Job D e s c r i p t i o n N o . o  f  H o u s e h o l d P e r c e n t a g e

1. L a b o u r e r s 4600 3 6 . 0
2 C o c o n u t  c u l t i v a t o r s 3500 2 7 . 4
3 . F i  she rm en 310 0 2 4 .  1
4. P a d d y  c u l t i v a t o r s 800 6 . 3
5 . S m a l l  T r a d e r s 340 2 . 6
6. Emp1o y e e s 130 1 . 0
7, O t h e r s 330 2 . 6

T o t a l 12800 1 0 0 .0

In  t h e  command a r e a  most  o f  t h e  l a n d  i s  u t i l i s e d  f o r  
c o c o n u t  c u l t i v a t i o n .

Utilisation

Lan d No .  o f  A c r e s P e r c e n t a g e

1, C o c o n u t 810 0 9 0 . 4
2 . P a d d y 400 4 . 5
3 . G a r d e n  c r o p s 160 1 . 8
4. O t h e r  c r o p s 3 00 3 . 3

T o t a l 8960 1 0 0 .0

T h e  a n n u a l  i n c o m e  o f  t h e  c o c o n u t  c u l t i v a t o r s  i n  t h i s  
a r e a  i s  a b o u t  R s .  1 2 , 0 0 0 / -  T h e  t o t a l  d e p e n d e n t s  f r o m  
c o c o n u t  c u l t i v a t i o n  i s  v e r y  much l e s s .  T h e  g e n e r a l  
p r a c t i c e  i s  i n  a d d i t i o n  t o  c o c o n u t  c u l t i v a t i o n ,  t h e y  
a r e  e n g a g e d  i n  som e f o r m  o f  e m p lo y m e n t  o r  i n  a 
i n d u s t r y .

S e e  a l s o  ~ A n n e x t u r e  N o . 2.

{2x3 farmers

<A)  T h e r e  i s  l i m i t e d  money  i n  t+ ie  h a n d s  o f  t h e  
f a r m e r s ,  a s  a  r e s u l t  t h e y  d o n ' t  u s e  f e r t i l i s e r  
i n s e c t i c i d e s , p e s t i c i d e s  and w e e d i c i d e s .  The  c r o p  
h a s  d e c r e a s e d  a s  a n t i c i p a t e d  b y  t h e  C o c o n u t  R e s e a r c h  
I n s t  i  t u t e .

1

( B )  T h e  r e l a t i o n s h i p  b e t w e e n  c o c o n u t  c u c l t i v a t o r s  and 
t h e  c o - o p e r a t i v e  i s  n o t  s a t i s f a c t o r y .
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(C t  In  o r d e r  t o  i m p r o v e  t h e i r  p r o d u c t s  t h e y
d o  n o t  h a v e  t h e  c r e d i t  f a c i l i t i e s  f o r  i n p u t  s u p p l i e s ,
p r o c e s s i n g  and m a r k e t i n g .

<D) SOX o f  t h e  c o c o n u t  c u l t i v a t o r s  d o& s  n o t  h a v e  t h e  
p r a c t i c e  t o  p r o c e s s  t h e i r  p r o d u c t s  t h r o u g h  t h e  c o 
o p e r  a t  i  v e »

CE) G e n e r a l l y  t h e  c o c o n u t  c u l t i v a t o r  who i s  w o r k i n g  
w i t h i n  t h e  f r a m e w o r k  o f  t h e  c o - o p e r a t i v e  d o e s  n o t  h a v e  
t h e  o p p o r t u n i t y  t o  o b t a i n  t h e i r  a d v a n c e d  p a y m e n t s  and 
t h e  m o n e y . f o r  t h e  p r o d u c t s  i m m i d i a t e l y .

In  t h e  s m a l l  h o l d i n g s  t h e  f a r m e r  h a s  a h a b i t  t o  o b t a i n  
a d v a n c e d  p a y m e n t s  f r o m  money l e n d e r s  who c o l l e c t  
c o c o n u t s ,  a s  a r e s u l t  t h e  f a r m e r s  a r e  u n d e r  o b l i g a t i o n  
t o  t h e  l o w e r  p r i c e s  q u o t e d  by  t h e  money  l e n d e r s  i n  t h e  
o p en  m a r k e t .  T h e y  d o n ’ t  g e t  a r e a s o n a b l e  f a i r  p r i c e  f o r  
t h e i r  p r o d u c t s  f r o m  money l e n d e r s .

T h e r e  i s  an u n c e r t a i n i t y  and a r i s k  t o  t h e  f a r m e r s  
s p e c i a l l y  i n  t h e  f l u s h  s e a s o n  t o  g e t  f a i r  p r i c e  f o r  
t h e i r  p r o d u c t s  f r o m  t h e s e  s c r u p u l o u s  m oney  l e n d e r s .

SSSDSJodities gtoyDz. Ql
BJ19£®§siD9Z!5§ } l }S®t iQ9i

C r o p p i n g  P a t t e r n

T h e  C r o p p i n g  p a t t e r n  on c o c o n u t  p r o p e r t i e s  i s  c l o s e l y  
t i e d  up w i t h  r a i n f a l l  and a l s o  t h e  t y p e  o f  m anagem ent  o f  
t h e s e  p r o p e r t i e s  a g r i c u l t u r a l 1y . H o w e v e r ,  i t  i s  
i m p o r t a n t  t o  u n d e r s t a n d  t h a t  e v e n ,  i f  a g r i c u l t u r a l  
p r a c t i c e s  a r e  a d o p t e d ,  r a i n f a l l  f a i l u r e  h a s  s e v e r e  
r e p e r c u s s i o n s  on t h e  c r o p ,  t h o u g h  a g r 1c u l t u r a l l y  w e l l  
managed  p r o p e r t i e s  w i l l  m a i n t a i n  t h e  e f f e c t s  o f  a 
d r o u g h t  t o  some e x t e n t .  C r o p s  w i l l  v a r y  i n  p r o p o r t i o n  
d u e  t o  t h e  r a i n f a l l  p a t t e r n  w i t h i n  t h e  y e a r .

T h e  d i s t r i b u t i o n  p a t t e r n  o f  t h e  c o c o n u t  h a r v e s t  w i t h i n  a 
g i v e n  y e a r  i s  o f  f u n d a m e n t a l  i m p o r t a n c e  t o  an i n d u s t r y .  
I t  i s  t h e  n o rm a l  c u s t o m  t o  h a r v e s t  t h e  c o c o n u t s  a t  b i 
m o n t h l y  i n t e r v a l s .  A c c o r e d o n g  t o  r e s e a r c h  c o n d u c t e d  b y  
t h e  B i o m e t r y  D i v i s i o n  o f  t h e  CRI t h e  r e l a t i v e  s t r e n g t h s  
o f  t h e  s i x  p i c k s  a r e  a s  f o l l o w s  :
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P i c k s  M on th s  7.

Percentage- o f Annual H arvest

0.1. Dec e m b e r / J a n u a r  y 1 0 .3
02 F'abr ua r  y/Mar ch 1 6 . 5
03 Apr  i 1 /May 2 2 . 7
04 J u n e / J u l y 2 1 . 7
05 A u g u s t / S e p t  ember 1 6 .9
06 Oc t o b e r / N o v e m b e r 1 1 . 9

~ i o o 7 o

The  ma in  a c t i v i t i e s  o f  t h e  S o c i e t y  a t  p r e s e n t  a r e  t h e  
p r o c e s s i n g  and m a r k e t i n g  o f  t h e  f o l l o w i n g  c o c o n u t  
p r o d u c t s ,  f o r  l o c a l  c o n s u m p t i o n  a s  w e l l  a s  f o r  e x p o r t ;

D e s i c a t e d  C o c o n u t
C o c o n u t  O i l
C o c o n u t  P o o n a c
C o c o n u t  P a r i n g s
C o f o n u t  S h e l l  C h a r c o a l  and
Bar Soap

F r e s h  c o c o n u t  i s  t h e  b a s i c  r a w  n a t e r i a l  u t i l i s e d  f o r  
t h e  m a n u f a c t u r e  o f  t h e  a b o v e  p r o d u c t s  and t h e  s o c i e t y  
n e e d s  a r o u n d  s e v e n  m i l l i o n  c o c o n u t s  per' annum f o r  i t s  
c u r r e n t  a c t i v i t i e s ,  u s i n g  4 0 , 0 0 0  c o c o n u t s  p e r  d a y ,  i n  
o n e  s h i f t ,  and w o r k i n g  16 d a y s  a month f o r  t h e  w h o l e  
y e a r .

T h e  s o c i e t y  i s  a member o f  t h e  S r i  L a n k a  C o c o n u t  
P r o d u c e r s '^  C o - o p e r a t i v e  S o c i e t i e s  U n io n  L t d .  
(C O C O N IO N ) , C o o l o m b o  14 and most  o f  t h e  e x p o r t  a c t i v i t i e s  
o f  t h e  member s o c i e t i e s  a r e  h a n d l e d  b y  t h e  U n i o n .  
D e s s i c a t e d  c o c o n u t  i s  t h e  s i n g l e  m a j o r  p r o d u c t  s u p p l i e d  
b y  t h e  member s o c i e t i e s  f o r  e x p o r t  and t h e  s o c i e t i e s  
t h e m s e l v e s  d o  n o t  h a n d l e  a n y  e x p o r t s  d i r e c t .

T h e  t o t a l  a c r a g e  o f  t h e  c o c o n u t  h o l d i n g s  owned  b y  t h e  
mem bers  o f  t h e  m em bers  o f  t h e  S o c i e t y  a m o u n ts  t o  232 0  
a c r e s  and t h e  a n u a l  y i e l d  o f  t h e s e  h o l d i n g s  i s  i n  t h e  
r e g i o n  o f  s e v e n  m i l l i o n  c o c o n u t s  i n  a n o rm a l  y e a r  o f  
p r o d u c t i o n .  As  a r u l e  t h e  c o c o n u t s  a v a i l a b l e  w i t h  t h e  
m em bers  a r e  s u f f i c i e n t  t o  m e e t  t h e  r e q u i r e m e n t s  o f  t h e  
s o c i e t y ,  b u t  i n  a  s h o r t  c r o p  y e a r  c o c o n u t s  a r e  a l s o  
p u r c h a s e d  f r o m  non members  t o  s u p p l e m e n t  t h e  s o c i e t y ' s  
r e q u i r e m e n t s .

P a y m e n t s  made f o r  c o c o n u t s  s u p p l i e d  t o  t h e  s o c i e t y  a r e  
on t h e  b a s i s  o f  DC o u t t u r n  and i n  t h e  c a s e  o f  w e l l  
m a i n t a i n e d  e s t a t e s ,  i t  i s  v e r y  much, a b o v e  t h e  a v e r a g e  
p r i c e s  o b t a i n e d  f o r  c o c o n u t s  i n  t h e  o p e n  m a r k e t  i n  t h e  
a r e a s  n e a r b y .
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2 *.5 Need and J u s t  i f  i  c a t  i o n  f o r  t h e  Bjl2j e c t j .

DC i s  a 1007. e x p o r t  p r o d u c t  f o r  S r i  L a n k a  and a l m o s t  SOX 
o f  t h e  S o c i e t y ’ s  i n c o m e  i s  e a r n e d  f r o m  t h e  m a n u f a c t u r e  
and s a l e  o f  DC f o r  e x p o r t .  H o w e v e r ,  t h e  m a c h i n e r y  and 
e q u i p m e n t  c u r r e n t l y  i n  u s e  a t  t h e  S o c i e t y ’ s  DC f a c t o r y  
a r e  o l d  and o u t d a t e d ,  and t h i s  h a m p e r s  t h e  o u t p u t ,  
q u a l i t y  and e a r n i n g s  o f  DC m a n u f a c t u r e  a t  t h i s  f a c t o r y .

The  i n t e r n a t i o n a l  DC m a r k e t  i s  h i g h l y ’ s ^ o p h i s t i c a t e d  and 
v e r y  c o m p e t i t i v e ,  q u a l i t y  i s  t h e  <ey  f a c t o r  t h a t  
d e t e r m i n e s  t h e  p r i c e s  and t h e  m a r k e t  s t a b i l i t y  o f  t h e  
p r o d u c t .  P h i l i p p i n e s  w h i c h  i s  S r i  L a n k a ’ s  M a j o r  
c o m p e t i t o r  i n  t h e  DC e x p o r t  t r a d e  and w h i c h  a c c o u n t s  f o r
a l m o s t  60  t o  70 7. o f  t h e  w o r l d ’ s  e x p o r t s  o f  DC h a s
m o d e r n i s e d  and a u t o m a t e d  a l l  i t s  DC f a c t o r i e s  s o  a s .  t o  
e n s u r e  a v e r y  h i g h  q u a l i t y  o f  t h e  p r o d u c t  m a n u f a c t u r e d  
i n  t h e i r  f a c t o r i e s .  T h i s  m o d e r n i s a t i o n  and a d v a n c e d  
t e c h n o l o g y  u s e d  i n  t h e  m a n u f a c t u r i n g  p r o c e s s e s  o f  t h e i r  
f a c t o r i e s  had e n a b l e d  them  t o  d o m i n a t e  t h e  i n t e r n a t i o n a l  
DC m ake t  and h e l p e d  th em  s u s t a i n  t h e i r  h o l d  on t h e  m o re  
s o p h i s t i c a t e d  m a r k e t s  o f  US and C a nada  o v e r  t h e  p a s t  
s e v e r a l  d e c a d e s .  DC e x p o r t e d  t o  t h e s e  s u p e r m a r k e t s  
commands a p rem ium  o f  a r o u n d  US $ 150 p e r  MT and i t  i s  
p r e c i s e l y  t o  t a k e  a d v a n t a g e  o f  t h e s e  p r e m iu m s  t h a t  som e 
o f  t h e  l o c a l  e n t r e p r e n e u r s  a r e  e s t a b l i s h i n g  s u p e r  DC 
f a c t o r i e s  w i t h  f o r e i g n  c o l l a b o r a t i o n -  U n l e s s  t h e
S o c i e t y ’ s  f a c t o r y  i s  u p g r a d e d  w i t h o u t  d e l a y ,  i t  w i l l  n o t
b e  p o s s i b l e  t o  m a r k e t  i t s  DC i n  c o m p e t i t i o n  w i t h  t h e  
s u p e r  DC f a c t o r i e s  now e m e r g i n g  i n  t h e  c o u n t r y .

A l t h o u g h  t h e  e x i s t i n g  l a n d  and a. p a r t  o f  t h e  b u i l d i n g s  
now i n  u s e  w i l l  b e  u t i l i s e d ,  t h e  m a c h i n e r y  e q u i p m e n t ,  
and a l l  i n s t a l l a t i o n s  u n d e r  t h e  m oderr i i  s a t  i o n  p ro g ra m m e  
w i l l  b e  e n t i r e l y  new and t e c h n o l o g y  on p a r  w i t h  t h e  
s u p e r  DC f a c t o r i e s  and when c o m p l e t e d ,  t h e  new  f a c t o r y  
w i l l  c o n f i r m  t o  t h e  h i g h e s t  s t a n d a r d s  r e q u i r e d  o f  a 
m o d e rn  f o o d  f a c t o r y .
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CHAPXER 3 » PRQJEQI 

Ss. l  Qb j g c t i y e s

T h e  ma in  o b j e c t i v e  i s  t o  i n c r e a s e  t h e  i n c o m e  o f  t h e
f a r m e r s  who a r e  a l s o  t h e  m em bers  o f  t h e  c o - o p e r a t i v e  
s o c i e t y  and t o  p r o m o t e  t h e i r  p a r t i c i p a t i o n  and t o  
i n c r e a s e  t h e  m e m b e r s h ip  by  u s i n g  t h e  f o l l o w i n g  s t e p s : -

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

( i i i >  By o b t a i n i n g  a r e a s o n a b l e  p r i c e  f o r  t h e i r
■ p r o d u c e .

To  f u l f i l  t h e s e  o b j e c t i v e s ,  I  w i s h  t o  u n d e r t a k e  t h e
f o l l o w i n g  a c t i v i t i e s : -

®§ckward in te g ra te d  l inkaag

T h e  ma in  a c t i v i t y  o f  t h e  p r o j e c t  i s  t o  u p g r a d e  t h e  DC
p r o c e s s i n g  m a n u f a c t u r e .  F o r  t h e  s u c c e s s  o f  t h e  p r o j e c t
we r e q u i r e  t h e  c o c o n u t  a s  r a w  m a t e r i a l .  T o  o b t a i n  t h e  
r e q u i r e m e n t  we h a v e  t o  g e t  t h e  b a c k w a r d  i n t e g r a t e d  
l i n k a g e  w i t h  t h e  f a r m e r .  T h e  ma in  t a r g e t  o f  t h e  b a c k w a r d  
i n t e g r a t e d  l i n k a g e  i s  t o  m i n i m i s e  t h e  f a r m e r s  r i s k  and 
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 .

In  v i e w  o f  t h i s  we e x p e c t  t o  g e t  a r e g u l a r  s u p p l y  
o f  a l l  n e c e s s i t i e s  f o r  c o c o n u t  c u l t i v a t i o n .  We w i l l  

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

T he  c o c o n u t  p r o d u c e r s  d o  n o t  h a v e  s u r p l u s  money  t o  a p p l y  
i n p u t s  such  a s  f e r t i l i s e r ,  t o  r e m e d y  t h i s  we h o p e  t o  
e s t a b l i s h  t h e  f o l l o w i n g  p l a n .

< a )  By g e t t i n g  t h e  s e r v i c e s  o f  t h e  C o c o n u t  D e v e l o p m e n t  
O f f i c e r s  t o  i n s p e c t  t h e  l a n d  and t o  f i n d  a s u i t a b l e
f e r t i l i s e r  m i x t u r e  t o  i m p r o v e  t h e  l a n d

( b )  By o r d e r i n g  t h e  f e r t l i s e r  and t r a n s p o r t i n g  i t  t o  t h e  
f a r m e r ' s  l a n d .

i c )  T h e  c o s t  o f  t h e  f e r t l i s e r  w i l l  b e  b o r n e  b y  t h e
s o c i e t y  and i t  w i l l  b e  r e c o v e r e d  frort;  t h e  f a r m e r  on an
i n s t a l m e n t  b a s i s .

F u r t h e r  t o  t h e  a b o v e  m e n t i o n e d  s e r v i c e s ,  we  h o p e  t o  g i v e  
them m a i n t e n a n c e  f a c i l i t i e s ,  r e s e a r c h  t o  d e v e l o p  t h e i i '  
l a n d s .

We a l s o  p l a n  t o  g e t  t h e  i n p u t s  i n  b u l k  s o  t h a t  we
c o u l d  m i n i m i s e  t h e  c o c o n u t  c u l t i v a t o r ' s  c o s t .
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f h e  main aiiTi of t h e  f o r w a r d  i n t e j g r a t e d  l i n k a g e  i s  t o  g e t  
a value adaition t o  t h e  f a r m e r ' s  p r o d u c e .  we wiJ. J. g e t  
o n l y  a smai  ,t p r i c e  i t  we s e l l  i t  as a p r i m a r y  raw  
m a t e r i a l .  We h o p e  t o  e s t a b l i s h  p o s t .  h a r v e s t i n g  
f a c i l i t i e s  such  a s  h a n d l i n g , t r a n s p o r t a t i o n , s t o r a g e , w a r e -  
h o u s i n g  f a c i l i t i e s ,  p r o c e s s i n g ,  p a c k a g i n g  and 
d i s t r i b u t i o n .  A n c h o r  a c t i v i t y  o f  t h i s  p r o j e c t  i s  
p r o c e s s i n g .

T h e  c o - o p e r a t i v e  S o c i e t y  m e m b e r s h ip  when c o m p a r e d  t o  t h e  
t o t a l  h o u s e h o l d  p o p u l a t i o n  i s  n o t  s a t i s f a c t o r y .  In  o r d e r  
t o  i n c r e a s e  t h e  S o c i e t y ’ s  m e m b e r s h ip  and p a r t i c i p a t i o n  
we n e e d  a f a r m e r ' s  l e v e l  l i n k a g e .  We h o p e  t o  g e t  a l l  t h e  
mem bers  a r o u n d  o u r  F ' r im a r y  C o - o p e r a t i v e  w h i c h  i n v a r i a b l y  
i s  t h e  Kammal P a t t u  C o c o n u t  P r o d u c e r s '  C o - o p e r a t i v e  
S o c i e t y .  ^

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 y  w i l l  b e  a t t a c h e d  t o  t h e  
U n io n  l e v e l  C o - o p e r a t i v e  named a s  Srf . L a n k a  C o c o n u t  
P r o d u c e r s '  C o - o p e r a t i v e  S o c i e t i e s  U n i o n  (COCO) 
U n i o n ) . T h e  h o r i E o n t a l  i n t e g r a t e d  l i n k a g e  i s  f o r m e d  on a 
f o u r  t i e r  s t r u c t u r e .

F a rm e r  — > P r i m a r y  C o - o p e r a t i v e  -----  > A p e x  U n io n

— > N a t i o n a l  C o - o p e r a t i v e  C o u n c i l .

T h e  m a in  a im  o f  t h e  h o r i z o n t a l  i n t e g r a t e d  l i n k a g e  i s  
t h e  d e v e l o p m e n t  o f  t h e  s e l f  r e l i a n t  f a r m e r  o r g a n i s a t i o n .

We h o p e  t o  e s t a b l i s h  t h e  f o l l o w i n g  a c t i v i t i e s : -

d e c i s i o n  m a k in g ,  q u a l i t y  c o n t r o l ,  s t a n d a r d i s a t i o n  o f  
p r o d u c e ,  s h a r  i n g  o f  b e n e f i t s  and o v e r a l l  p o l i c y  
d e v e l o p m e n t .

2s-2 Area o f  ope ra tion

Loc at i on

L o c a t i o n  o f  t h e  DC f a c t o r y  i s  i d e a l  f o r  t h e  f o l l o w i n g  
r e a s o n s

< a )  A v a i l a b i l i t y  o f  r a w  m a t e r i a l s

Cb) P r o x i m i t y  o f  t h e  s h i p p i n g  y a r d  and t h e  h a r b o u r
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Cc)  T r a n s p o r t  f a c i l i t i e s  a r e  e x c e l l e n t ,  b e c a u s e  t h e
l o c a t i o n  o f  t h e  f a c t o r y  i s  a d j o i n i n g  a c l a s s  One h i g h w a y

( d )  T h e  d e n s i t y  o f  t h e  p o p u l a t i o n  iS '  v e r y  h i g h  i n  and
a r o u n d  t h e  f a c t o r y  p r e m i s e s ,  a s  such  we h a v e  en o u gh  
a v a i l a b i l i t y  o f  l a b o u r e r s .

< e )  We h a v e  a g o o d  s u p p l y  o f  e l e c t r i c i t y .

3 . 2  : 2  Land  C l i m a t e

T h e  c o c o n u t  l a n d  i n  t h e  a d m i n i s t r a t i v e  r e g i o n  
K a m m a lP a t tu  i s  s u f f i c i e n t  t o  c a r r y o n  t h e  p r o p o s e d
p r o j e c t .  In  t h e  b y e - 1 a w s  o f  t h e  s o c i e t y  t h e r e  i s
p r o v i s i o n  f o r  c o c o n u t  c u l t i v a t o r s  who h a v e  c o c o n u t  l a n d s  
o u t s i d e  t h e  r e g i o n  t o  s u p p l y  t h e i r  p r o d u c t s .

T h e  l a n d  i s  f l a t  and i s  a c c e s s i b l e  t o  i n s t a l l  p l a n t  and
m a c h i n e r y  f o r  t h e  a b o v e  p r o j e c t .

T h e  w a t e r  t a b l e  i s  c l o s e  t o  t h e  s u r f a c e ,  a s  s u c h  we 
d o n ' t  h a v e  h a r d s h i p s  a s  a r e s u l t  o f  e x c e s s  o f  w a t e r  o r  
s h o r t a g e  o f  w a t e r .

T h e  w e a t h e r  p a t t e r n  i s  m os t  s u i t a b l e  f o r  p r o c e s s i n g .

3 jl3 E i l 2 J S £ i  QSSBSQSQiS

1 9 l  t s y

In  t h e  Kammal P a t t u  A d m i n i s t r a t i v e  r e g i o n  we  h a v e  an 
a c r e a g e  o f  800 0  u n d e r  c o c o n u t  c u l t i v a t i o n

The  a v e r a g e  c o c o n u t s  p e r  a c r e  p e r  y e a r  i s  3 5 0 0  n u t s .  
A c c o r d i n g t o  t h i s  f i g u r e  wecan  e s t i m a t e  t h e  c r o p  f o r  t j h e  
y e a r  i s  f o l l o w s : - -
T o t a l  P r o d u c t i o n  . .  . .  3 5 0 0  x 8 0 0 0  = 2 8  M i l l i o n
D o m e s t i c  c o n s u m p t i o n  6 40 0 0  x 113 = 7 . 5  "
S u r p l u s  p r o d u c t i o n  „ .  . .  = 2 1 . 5  *'
C o c o n u t s  r e q u i r e d  f o r  t h e  p r o p o s e d  p r o j e c t  = 1 9 . 0  "

In  t h i s  manner we  a r e  a b l e  t o  p r o c u r e  t h e  t a r g e t  o f  19 
m i l l i o n  c o c o n u t s  p e r  y e a r .  I f  a t  a l l  t h e r e  i s  a 
f l u c t u a t i o n  we a r e  a b l e  t o  p r o c u r e  f r o m  an o u t s i d e  
s o u r c e .

3 j .3  s. 2  6 L 9 S .® s s in g  Dj^C P n o d u c t i i g n

We p r o p o s e  t o  u p g r a d e  o u r  DC f a c t o r y  w i t h  an o u t  p u t  o f  
6 00  k i l o g r a m s  o f  DC p e r  h o u r  , o p e r a t i n g  20  h o u r s  p e r  
d a y  , s o  t h a t  t h e  e x p e c t e d  t o t a l  DC p r o d u c t i o n  w o u ld  b e
12 m e t r i c  t o n s  p e r  d a y , 200  w o r k i n g  d a y s  and 2400  m e t r i c  
t o n s  p e r  y e a r .
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i  3  t?§!l!<®tiD9

T h e r e  a r e  many d i f f e r e n t  t y p e s  o f  d i s t r i b u t i o n
c h a n n e l l e d  t h r o u g h  w h i c h  DC p a s s e s .  T h e s e  e x i s t  a s  a 
r e s u l t  o f  d i f f e r e n c e s  i n  o r g a n i s a t i o n  on b o t h  t h e  
c o n s u m e r  and p r o d u c e r  e n d s  o f  t h e  t r a d e .

T h e  m a n u f a c t u r e  o f  DC i n  t h e  p r o j e c t  w i l l  b e  e x p o r t  
o r r i e n t e d .

E x p o r t  o f  D e s s i c a t e d  C o c o n u t

Y e a r E x p o r t  Q t y  
( M . T .  )

US$
<1 00 0 )

Rs  
l O O O i )

IS 8 5 5 2 , 1 8 7 4 7 , 8 0 6 1 , 2 9 6 , 1 2 0

1986 6 0 , 8 1 9 3 0 , 5 0 4 8 5 3 , 1 1 0

1987 5 3 , 2 3 6 3 7 , 5 0 7 1 , 1 0 3 , 9 5 0

1988
S'

2 2 , 4 2 2 1 9 , 4 3 8 6 1 8 , 2 6 0

1989 4 3 , 2 0 5 2 8 , 3 8 8 1 , 0 2 3 2 , 1 0 5

C S o u rc e -  C o c o n u t D e v e l o p m e n t A u t h o r i t y )

I b § '  £ b § i D  ,q 1 ■ *

S r i  L a n k a  P r o d u c e r  - >  B r o k e r  - >  S h i p p e r  - >
I m p o r t e r  - >  l . a r g e  end  u s e r s

S t r u c t u r e w  o f  t h e  t r a d e  i n  t h e  c o n s u m in g  c o u n t r i e s  i s  
d i v i d e d  i n t o  f o u r  g r o u p s  : T h e  USA -  W e s t e r n  E u r o p e  ~
M i d d l e  E a s t  ~ and o t h e r ; s

In  t h e  i m p o r t i n g  c o u n t r i e s  t h e r e  i s  a  c l e a r
d i s t i c c t i o n  t o  b e  made b e t w e e n  t h e  m a r k e t i n g  s y s t e m s  
w h i c h  e x i s t  i n  t h e  USA and i n  W e s t e r n  E u r o p e .  T r a d e  i n  
DC i n  t h e  USA i s  d o m i n a t e d  b y  h a l f  d o z e n  c o m p a n i e s  e a c h  
o f  w h i c h  h a s  a c l o s e  r e l a t i o n s h i p  w i t h  o n e  o f  t h e  
P h i l l i p i n e s  p r o d u c e r s .  By c o n t r a s t  , t h e r e  a r e  many
d o z e n s  o f  i m p o r t e r / d e a l e r s  i n  W e s t e r n  E u r o p e  w h i c h  d e a l  
w i t h  b o t h  o r i g i n s .  S r i  L a n k a  and t h e  P h i l l i p i n e s  
u s u a l l y  buy  d i r e c t l y  and s o m e t i m e s  t h r o g h  an i n t e r  
m e d i a r y  i . e .  a b r o k e r

1 ^ 2  E o t y ^ l l d s  b u y i n g ^ s e l  1 i n g  and s g e c u l a t i o n

A s  i n  t h e  c a s e  w i t h  many c o m m o d i t i e s ,  t h e r e  a r e
o p p p o r t u n i t i e s  i n  t h e  DC m a r k e t  f o r  f o r w a r d  p u r c h a s e s  t o
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b e  made b y  i m p o r t e r s  f r o m  p r o d u c e r s .  fn  r e c e n t  t i m e s ,  
h o w e v e r ,  t h e  m a j o r  o r i g i n s  h a v e  t e n d e d  t o  l i m i t  t h e i r  
f o r w a r d  c o n t r a c t s  t o  3 m o n th s .

Paym en t  t e r m s j  d o c u m e n ta t i , o n  and c o n t r o l .

P r i c e  q u o t a t i o n s  f r o m  o r i g i n  a r e  u s u a l l y  g i v e n  a t  f . o . b .  
p r i c e s  i n  US d o l l a r s .  I t  i s  u s u a l  f o r  s h i p p i n g  
a r r a n g e m e n t s  t o  b e  made b y  o r i g i n  b u t  t h e  i m p o r t e r s  a r e  
r e s p o n s i b l e  f o r  paym en t  o f  f r e i g h t .  The  t e r m s  o f  
p a y m e n t  a r e  u s u a l l y  c a s h  a g a i n s t  d o c u m e n t s  on o r  b e f o r e  
t h e  a r r i v a l  o f  t h e  v e s s a l  b u t  i n  n o  c a s e  l a t e r  t h e n  60  
d a y s  a f t e r  t h e  d a t e  o f  t h e  b i l l  o f  l a d i n g .

3s.3 “  4 E x t e n s i o n  w o rk

( a )  I n d u c e  p a r t i c i p a t i o n  s p i r i t  o f  f a r m e r s  t h r o u g h
r e t a i n  o f  p r o f i t s  and o t h e r  s e r v i c e s  such  a s  e d u c a t i o n a l  
p r o g r a m m e s  f o r  c h i l d r e n  and o t h e r  s o c i a l  s e r v i c e s .

( b )  E d u c a t i o n  and c o m m u n i ty  s e r v i c e  -  e d u c a t i n g
m em bers  on t h e  u s e  o f  m odern  m e t h o d s  and l a t e s t  
m a c h i n e r y .

I

PSLkQQl Qi.L

T h e  P a r i n g s  o i l  m i l l i n g  p l a n t  h a s  a c r u s h i n g  c a p a c i t y  
o f  3 . 5  m e t r i c  t o n s  p e r  10 h o u r s .  We e x p e c t  2 m e t r i c  
t o n s  o f  o i l  p e r  d a y  and 400  m e t r i c  t o n s  p e r  y e A r .

L§yQd>iy Bar S o a g  M a n u f a c t u r i n g  S e c t i . c n

By t a k i n g  P a r i n g s  O i l  a s  a r a w  m a t e r i a l  we e x p e c t  t o  
m a n u f a c t u r e  5C>C) K i l o s  o f  L a u n d r y  Bar S o a p  p e r  d a y  and 
t h e  a n n u a l  c a p a c i t y  t o  b e  100 m e t r i c  t o n s .

20



Q H ^ I E R  4 -  B i l A I k S  OF Q P E R A I iO N

( S e e  a l s o  A n n e x t u r e  No .  3  )

r  k o s f i j L i e o

T h e  o f f i c e  _ o f  t h e  Wennappuwa Kammal P a t t u  C o c o n u t  
P r o d u c e r s  c o - o p e r a t i v e  S o c i e t y  L t d . ,  i s  l o c a t e d  i n  a
s i t e  o f  4 1/2 a c r e s .  T h e  D .C .  F a c t o r y  i s  a l s o  l o c a t e d  i n
t h e  same s i t e .

4 t 2  z  &L95ly£iS

T h e  m a in  p r o d u c t  m a n u f a c t u r e d  i s  DC. T h e  b y - p r o d u c t s  a r e  
P a r i n g s  O i l  and L a u n d r y  Bar  S oap  and c o c o n u t  s h e l l s .

~  E s e S c L o t ^  o f  e t o e s s g d  OjuQf. F §£ t9 ! lM

T h e  f o l l o w i n g  t w o  a l t e r n a t i v e s  w e r e  i n i t i a l l y  
c o n s i d e r e d *

( a )  A " S u p e r  F a c t o r y "  w i t h  a minimum c a p a c i t y  o f  01 t o n  
o f  DC/hour o p e r a t i n g  20  h o u r s  p e r  d a y  and 200  d a y s  p e r  
y e a r  p r o d u c i n g  4 0 0 0  t o n s  o f  DC p e r  y e a r

<b )  An “ up g r a d e d "  f a c t o r y  w i t h  an o u t p u t  o f  6 00  k g s  o f
DC/hour o p e r a t i n g  e i t h e r  on  o n e  s h i f t  o r  t w o  s h i f t s .

< i )  One S h i f t :  0 . 6  t o n s  o f  DC p e r  h o u r  o p e r a t i n g  10
h o u r s  p e r  d a y  and 200  d a y s  p e r  y e a r  p r o d u c i n g  1200 t o n s  
o f  DC

C t i )  Two S h i f t :  0 . 6  t o n s  o f  DC p e r  h o u r  o p e r a t i n g  20
h o u r s  p e r  d a y  and 200  d a y s  p e r  y e a r  p r o d u c i n g  2400  t o n s  
DC p e r  y e a r

- i y e e t  z t fe t c o n s i^ e te ^

T h e  c a p i t a l  r e q u i r e d  t o  e s t a b l i s h  a " S u p e r  F a c t o r y "  i s  
i n  t h e  r a n g e  o f  R s .  iOO m i l l i o n .  I f  t h e  C - o p e r a t i v e  d o e s  
n o t  h a v e  t h e  r e s o u r c e s  t o  g e n e r a t e  c a p i t a l  o f  t h i s
m a g n i t u d e  t h i s  o p t i o n  n e e d  n o t  b e  c o n s i d e r e d  a n y  f u r t h e r .

T h e  f o l l o w i n g  t w o  o p t i o n s  o f  an " u p - g r a d e d "  f a c t o r y  a r e  
c o n s i d e r e d :

(AJ  1200 T D C / y ea r  ~ o n e  s h i f t  o p e r a t i o n

<B) 240 0  T D C / yea r  -  tw o  s h i f t  o p e r a t i o n
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i D s n s f f l f i o i a l  i s D s l i t s i  

P n g e i « f f i

T h e  q u a l i t y  o f  DC m a n u f a c t u r e d  i n  th &  u p g r a d e d  f a c t o r y  
w i 11 b e  i n  a l l  r e s p e c t s  i d e n t i c a l  t o  t h e  DC m a n u f a c t u r e d  
i n  t h e  " S u p e r  F a c t o r y " .  A s  s u c h  t h i s  DC f a c t o r y  
e n j o y  t h e  p rem ium  o f  R s  1 . 5 0  p e r  k g .

< i )  F o r  1200 t o n s / y e a r  R s  1 , 8 0 0 , 0 0 0 .

< i i )  F o r  240 0  t o n s / y e a r  Rs  3 , 6 0 0 . 0 0 0 .

L a b o u r  S a v i n g s

I n  t h e  up g r a d e d  f a c t o r y ,  m os t  o f  t h e  o p e r a t i o n s  w i l l  b e  
d o n e  m e c h a n i c a l l y .  05  l a b o u r e r s  p e r  s h i f t  c o u l d  b e  
s a v e d  r e s u l t i n g  s a v i n g s  a s  f o l l o w s ;

( i )  1200 T o n s / y e a r  R s  6 0 , 0 0 0 / y e a r

< i i )  240 0  T o n ^ / y e a r  R s  1 2 0 , 0 0 0 / y e a r

Extra Wieight Gain

T h e  maximum m o i s t u r e  c o n t e n t  p e r m i t t e d  f o r  DC i s  3X.  
H o w e v e r ,  i n  DC m a n u f a c t u r e d  b y  t h e  t r a d i t i o n a l  p r o c e s s  
t h e  m o i s t u r e  c o n t e n t  a v e r a g e s  a r o u n d  2  t o  2 .5 % .  T h i s  
m a r g i n  i s  n e c e s s a r y  a s  a c c u r a t e  r e g u l a t i o n  on t h e  f i n a l  
m o i s t u r e  c o n t e n t  i s  n o t  t e c h n i c a l l y  f e a s i b l e  i n  t h e  
t r a d i t i o n a l  p r o c e s s .  In  t h e  u p - g r a d e d  v e r s i o n ,  a s  t h e  
f i n a l  m o i s t u r e  c o n t e n t  c a n  b e  a c c u r a t e l y  c o n t r o l l e d ,  an 
a c t u a l  m o i s t u r e  c o n t e n t  o f  2 . 5  '/. i s  f e a s i b l e ,  y i e l d i n g  
an a v e r e a g e  o f  0.5V. g a i n

< 1 )  F o r  a  1200 T o n / y e a r  R s .  1 3 0 ,0 0 0

< i i )  F o r  a 2 4 0 0  Ton  / y e a r  R s  3 0 0 , 0 0 0

T o t a l  I n c r e m e n t a l  B e n e f i t

< i )  F o r  1 2 0 0 / y e a r  R s  2 , 0 1 0 , 0 0 0

< i i )  F o r  240 0  T o n / y e a r  ' R s  4 , 0 2 0 , 0 0 0

I n c r e m e n t a l  B e n e f i t  p e r  Ton R s  1 6 7 5 . 0 0

I n c r e m e n t a l  o v e r  H e a d s  ( 3 r d  Y e a r )

T h e  i n c r e m e n t a l  c a p i t a l  o f  35  m i l l i o n  w i l l  r e s u l t  i n  t h e  
f o l l o w i n g  a n n u a l  o v e r  h e a d s  b y  way  o f  d e p r e c i a t i o n  and 
i n t e r e s t
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Cb> I n t e r e s t  @ ISV. = 2 . 7 2 5

T o t a l  o v e r h e a d s  4 . 0 2 6

( a )  D e p r e c i a t i o n  = 1 .301

The  o v e r h e a d  w i l l  b e  r e f l e c t e d  i n  t h e  c o s t  o f  
p r o d u c t i o n s  a s  f o l l o w s

<1 )  1200 T o n s  D C /yea r  = 4 . 0 2 6

1200 »  Rs  3355

( 2 )  2 4 0 0  T o n s  D C / yea r  402 6  / 1200 ^  R s  1677

2400
S i n c e  i n c r e m e n t a l  b e n e f i t s  p e r  tonn t*  f o r  o n e  s h i f t  
o p e r a t i o n  o f  1200 t o n n e / y e a r  i s  l e s s  t h a n  t h e  
i n c r e m e n t a l  b e n e f i t » o p t i o n  C i )  i s  n o t  r e co m m en d ed .

W h e r e a s  on tw<5 s h i f t  p r o d u c t i o n  o f  240 0  t o n n e / y e a r , t h e  
i n c r e m e n t a l  b e n i f i t  e x c e e d s  t h e  i n c r e m e n t a l  o v e r h e a d s .  
H e n c e ,  t h i s  mode o f  o p e r a t i o n  r e com e t j id ed .

O p t i o n  < i )

1. 1200 T on n e  @ R s .  200 0  R s .  2 . 4  m i l l i o n

2 .  S a v i n g s  on w e i g h t
0 , 5  7. X 1200  T o n n e  x R s .  22000  T o n n e  Rs  0 . 1 3 2

3.. L a b o u r  s a v i n g s
5 X 200  d a y s  x Rs  60  R s  0 . 0 6 0

R s  2 . 5 9 2

4 .  L e s s  O v e r  h e a d s  Rs  4 . 0 2 6

O p t i o n  . ( i i  )

1.  240 0  T o n n e  @ R s .  200 0  R s .  4 . 8  M i l l i o n

2 .  S a v i n g s  on w e i g h t  R s .  0 . 2 6 4  "

3 .  L a b o u r  S a v i n g s  R s .  0 . 1 2 0  ”

5 . 1 8 4

4 .  L e s s  O v e r  h e a d s  4 . 0 2 6

P r o f i t s  1 . 1 5 8
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I f  n o t  f o r  t h e  i n c i d e n t a l  b e n e f i t s  o f  w e i g h t  and l a b o u r  
s a v i n g s ,  - o p t i o n  <li ) i s  l o s t  o p t i o n .  H e n c e  i t  i s  n o t  
e c o n o m i c a l l y  w o r t h w h i l e

O p t i o n  < i i )  l e a d s  t o  an a n n u a l  p r o f i t  o f  R s .  1 . 1 5 8  
m i l l i o n s .  On t h i s  b a s i s  w h i c h  i s  v e r y  f a v o u r a b l e .

l x .1  z  t l f i Q U l s & i y t i Q a

( S e e  a l s o  a n n e x t u r e  N o . 4 f o r  t h e  f l o w  d i a g r a m  o f  
D .C .  P r o c e s s i n g )

T h e  p r o c e s s i n g  a s  shown i n  a d i a g r a m m a t i c  f o r m  i n  t h e  
a n n e x t u r e .  T h e  w e t  a r e a  o f  t h e  f a c t o r y  w h e r e  h i g h  
l a b o u r  i n t e n s i v e  o p e r a t i o n s  o f  R a t c h e t i n g  and P a r i n g s  
t a k e  p l a c e .  The  d r y  a r e a  o f  t h e  f a c t o r y  i n v o l v e s  m ore  
c a p i t a l  i n t e n s i v e  o p e r a t i o n s  such  a s  t h e  d i s i n t e g r a t o r ,  
s t e r i l i s e r  and D r i e r .

D e s s i c a t e d  c o c o n u t  i s  t h e  d r i e d ,  s h r e d e d  w h i t e  
k e r n e l  o f  f r e s h  c o c o n u t s ,  p r o c e s s e d  u n d e r  s t r i c t  
h y g i e n i c  c o n d i t i o n s  f o r  human c o n s u m p t i o n .  I t  r e t a i n s  
t h e  o r i g i n a l  o i l  and p r o t e i n  o f  t h e  f r e s h  n u t .  F o u r  
s t a n d a r d  g r a d e s ,  b a s e d s  on p a r t i c l e  s i z e ,  a r e  g e n e r a l l y  
p r o d u c e d  -  e x t r a  f i n e ,  f i n e  ( a l s o  k/nown a s  m a c a r o o n )  
medium and c o a r s e .

T h e  p r o d u c t  i s  a l s o  a v a i l a b l e  i n  a number o f  s p e c i a l i t y  
“ f a n c y  c u t s "  such  a s  f l a k e  and s h r e d L  T h e  b u l k  o f  DC 
p r o d u c t i o n  e n t e r s  i n t e r n a t i n a l  t r a d e  and i s  m o s t l y  u s e d  
i n  t h e  c o n f e c t i o n e r y  and b a k e r y  i n d u s t r i e s .

]

T h e  p r o c e s s  e n t a i l s  t h e  c o m p l e t e  r e m o v a l  o f  t h e  s h e l l  
and t e s t a  f r o m  d e h u s k e d  m a t u r e  c o c o n u t s ,  d i s i n t e g r a t i o n  
o f  t h e  w h i t e  k e r n e l s ,  s t e r i l i z i n g ,  d r y i n g ,  s i f t i n g  and  
p a c k i n g  t h e  s h r e d e d  m e a t .  T h e  p r o d u c t  must b e  w h i t e  i n  
c o l o u r  j c r i s p  and w i t h  t h e  t a s t e  o f  f r e s h  c o c o n u t .  U s e r s  
h a v e  l a i d  down r i g i d  q u a l i t y  s t a n d a r d s  c o v e r i n g  m o i s t u r e  
c o n t e n t  (3% max im um ) ,  c o l o u r ,  p a r t i c l e  s i z e  l i m i t s  and 
a b s e n c e  o f  o f f  f l a v o u r s ,  f o r e i g n  o d o u r s ,  e x t r a n e o u s  
m a t t e r  and b a c t e r i a l  c o n t a m i n a t i o n ,  i n  p a r t i c u l a r  
s a l m o n e l l a  s p e c i e s  w h i c h  c a n  c a u s e  g a ^ r o  e n t e r r i t i s  i n  
humans.  I t  c a n n o t  b e  o v e r  e m p h a s i s e d  t h a t  f a c t o r y  
h y g i e n i c  and c l e a n l i n e s s  and s t r i c t  q u a l i t y  c o n t r o l , a r e  
t w o  v i t a l l y  i m p o r t a n t  e l e m e n t s  f o r  a  s u c c e s s f u l  DC 
i n d u s t r y ,  p a r t i c u l a r l y  f o r  a new p r o d u c e  w i t h  a 
r e p u t a t i o n  f o r  r e l i a b i i t y  and q u a l i t y '  t o  e s t a b l i s h .
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r  S t g Q d a t d i s a t i Q Q  2I  t b S

DC P r o d u c t  31B m a n u f a c t u r e d  S r i  L a n k a  s t a n d a r d s  p r e p a r e d  
by  j o i n t  c o l 1a b o r a t i o n  o f  C o d ex  C o m m i t t e e  on f o o d
h y g i e n e  o f  t h e  j o i n t  FAO/WHO C o d e x  A l i m e n t a r i u s  
C o m m is s io n  and C e n t r a l  P u b l i c  H e a l t h  L b o r a t o r y  <Df L o n d o n  
and B u rea u  o f  S r i  L a n k a  S t a n d a r d s  < SLS  9 8  -  1 9 8 8 )

i  c o l o u r  o f  D .C .  s h a l l  b e  n a t u r a l
w h i t e  and s h a l l  f o r  a l l  g r a d e s ,  n o t  g r e a t e r  t h a n  0 . 2  
r e d ,  0 . 7  y e l l o w  and 0 . 1  b l u e  on t h e  L p v i b o n d .

I S S t ®  ?01®LLL T h e  t a s t e  and sme)  1 o f  t h e  DC s h o u l d
b e  s w e e t  and p l e a s a n t .  I t  s h a l l  be;i f r e e  f r o m  c h e s s y ,
sm oky ,  s o a p y ,  s o u r  o r  o t h e r  u n d s s i r a b l e  f l a v o u r .

DC s h a l l  b e  f r e e  f r o m  e x t r a n e o u s  m a t t e r .

Q b ^ 0 i £ ^ i  S ® a y i t ® ( D § D i 5 i  DC s h a l l  c o m p l y  w i t h  t h e  
r e q u i r e m e n t s  g i v e n  b e l o w  when t e s t e d  i n  a c c o r d a n c e  w i t h  
t h e  m e th od  p r e s c r i b e d  i n  < SLS 98  ~ 1 9 8 8 ) .

O b s fR i c f i i  t s f l u i c i f i s Q i s  s i  6Q

S I  C h a r a c t e r i s t i c  R e q u i r e m e n t
No .  1

<1 )  ' ( 2 )  ' <3 )

( i )  M o i s t u r e ,  p e r  c e n t  b y
mass ,  max.

( a )  F o r  s t a n d a r d  g r a n u l a r  g ra d e f e  3 . 0

■ <b )  F o r  s p e c i a l  c u t s   ̂ 3 , 5

( i s )  D i l  c o n t e n t ,  p e r  c e n t  by  1 ;
m ass ,  m in .  68

< i i )  A c i d i t y ,  a s  l a u r i c  a c i d ,  p e r  c e n t
b y  m ass ,  max. 0 . 3
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l i s l i s

S I T e s t  o r g a n i s m n c L i m i t p e r  gi
No m M

( 1 ) ( 2 ) ( 3 ) ( 4 ) <5 ) ( 6 )

( i  > A e r o b i c  p l a t e  c o u n t 5 2 tO-^4 10" '5

< i i ) Y e a s t s  and m o u ld s 5 2 1; 100 200

( i i i ) C o l i  f o r m s 5 2'" ' 10 100

( i v ) S a l m o n e l 1 a 5 0 0 _

W h ere ,

n = number o f  s a m p l e  u n i t s  t o  b e  t e s t e d  ;

c = maximum a l l o w a b l e  number o f  s a m p l e  u n i t s
y i e l d i n g  v a l u e s  b e t w e e n  m and M:

m = l i m i t  u n d e r  w h i c h  a c o u n t  i s  a c c e p t a b l e  f o r
any  s a m p l e  u n i t  ;

M = l i m i t  a b o v e  w h i c h  a  c o u n t  i s  u n a c c e p t a b l e
f o r  an y  s a m p l e  u n i t .

Pacfeina i
' i ,.

DC s h a l l  b e  p a c k e d  a t  t h e  p o i n t  o f  ® a n u f a c t u r e  i n  5  ~ 
p l y  k r a f t  p a p e r  b a g s  w i t h  an i n n e r  l i f s i h t j .  T h e  l i n i n g  
s h a l l  b e  h e a t  s e a l e d  a l o n g  t h e  e n t i r f e - w : i d t h  o f  t h e  b a g  
t o  e n s u r e  c o m p l e t e  s e a l i n g .  T h e  krafJ!: p a p e r  b a g  s h a l l  
b e  m a c h in e  s t i t c h e d .

DC s h a l l  b e  p r r o c e s s e d ,  p a c k e d ,  s t o r e d ,  and  t r a n s p o r t e d  
u n d e r  v e r y  h y g e i n i c  c o n d i t i o n s .

r  #.tld M a c h i n e r y

( S e e  a n n e x t u r e  N o . 5  f o r  CDA s u g g e s t e d  s p e c i f i c a t i o n  
f o r  i m p o r t a n t  m a c h i n e r y )

Wash Convg i^gr I_

S t a i n l e s s  s t e e l  c o n s t r u c t i o n ,  s c r e w  c o n v e y o r , i n c l i n i n g .  
A p p r o x i m a t e  40  f t .  i n  l e n g t h ,  f i t t e d  t o  t h e  p r e - c u t t e r  
a t  t h e  r e c e i v i n g  e n d .  F e e d i n g  and o p e n i n g  i n t o  t h e  
s t e r l i z e r  t a n k  h o p p e r .

F i t t e d  w i t h  12 w a t e r  s p r a y e r  n o z z l e s  w i t h  t h r o u g h  p u t  o f  
20  g a l l o n s  p e r  h ou r  ( e a c h )  ' ;
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e r g  c y i t e r i . -

S t a i n l e s s  S t e e l  . c o n s t r u c t i o n  c o n t i n u o u s  o p e r a t i o n  t o  
s l i c e  w h o l e  c o c o n u t  t o  6 ~ 10 p i e c e s  a v o i d i n g  m a c e r a t i o n  
o f  m a t e r i a l .

S t g H i i z e r  T a n k i “

S t a i n l e s s / S t e e l  c o n s t r u c t i o n .  W a t e r  t o  b e  h e a t e d  b y  
s t e a m ,  d i r e c t  i n j e c t i o n  / s t e a m  j a c k e t .  W a t e r  t o  b e  
r a i s e d  t o  and m a i n t e n a i n e d  a t  100 d e g  Q.  P r o v i d e d  w i t h  
an i n c l i n e d  s c r e w  c o n v e y o r  and a h o p p e r  t o  f e e d  i n t o  t h e  
c o n v e y o r .

C u t t e r x ”

P h i l l i p p i n e  t y p e  d e v i l  d i s i n t e g r a t o r r

S t a i n l e s s  S t e e l  c o n s t r u c t i o n .  W a s h a b l e  h y g e n i c  d e s i g n  
t o  c o n v e y  d i s i n t e g r a t e d  meat  f r o m  t h e  . c u t t e r  and t o  f e e d  
t h e  d r i e r  a t  a r e g u l a r  r a t e .

V i b r o  l i y i d  Bed D r y e r j . -

600  Kg Hour C a p a c i t y  t w o  d r y i n g  r e g i m e s  o f  h i g h  and l o w  
t e m p e r a t u r e s .  I n s t a l l a t i o n  w i t h  f i n e  c o l l e c t o r s .

Q S D Y S yo t  i l Q S E ® £ t i e D 2 i Z
)

F o o d  g r a d e  b e l t  c o n v e y o r  f e d  b y  a h o p p e r  t o  c o n v e y  t h e  
m a t e r i a l  i n t o  a  s u i t a b l e  f e e d e r  t o  t h e  s c r e e n i n g  m a c h i n e

B e i s x  S c r e g n i n g  M a c h i n e i r

01 t o n n e  p e r  h o u r  c a p a c i t y  w i t h  3 d e v i c e s ,  f i t t e d  w i t h  
m a g n e t i c  d e v i c e s  t o  s e p a r a t e  m e t a l  p i e c e s .

y i b r o  P a c k e r

V i b r o  p a c k e r  f o r  t h e  v i b r a t i o n  o f  DC b a g s  t o  s e t t l e  t h e  
p a r t i c l e s  f o r  p a c k i n g  w i t h  minimum a i r  s p a c e .

§2 i .L®L  E j^changer  l z

B i o l e r  and H e a t  e x c h a n g e r  s p e d  f  i c a t i j p n s  t o  b e  d raw n  up 
d e p e n d i n g  on t h e  r e q u i r e m e n t s  o f ;  t h e  d r i e r  and 
s t e r i 1 i r e r .

Q i y i i  C o n s t r u c t i o n

F o u n d a t i o n s  and m o u n t in g  s t a g e s  f o r  t h e  d r i e r  
s t e r i l i z e r ,  s c r e e n i n g  m a c h i n e s ,  v i b r o  p a c k e r  e t c .
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P a r i n g s  c r u s h i n g  c a p a c i t y  p e r  h ou r  = 3 50  k g .
O p e r a t i n g  h o u r s  p e r  s h i f t  ® 10 H o u r s .
N o .  o f  w o r k i n g  d a y s  p e r  y e a r  “  200  d a y s .
C r u s h i n g  c a p a c i t y  p e r  y e a r  = 3 5 0 / 1 0 0 0  x l O  x200

700  mt

A v e r a g e  o u t t e r n  p e r  lOOO K g . o f  p a r i n g s  = 1 0 0 0  x 1000/ 17 50
= 5 7 2 . 4 2  K g s  o i l

A n u a l  p r o d u c t i o n  o f  o i l  = 700 00 0 0  /1750
= 400  mt o f  o i l

4jlZ i y e  i ~

P a r i n g s  o i l  p r o d u c t i o n  c a p ; a c i t y

L a u n d r y  Bar S oap  M a n u f a c t u r i n g  c a p a c i t y

S oap  m a n u f a c t u r i n g  c a p a c i t y  p e r  d a y  5 00  Kg .

N o .  o f  w o r k i n g  d a y s  p e r  y e a r  = 200  d a y s .

A n u a l  s o a p  m a n u f a c t u r i n g  c a p a c i t y  = 5 00  x 200  /lOOO
= 100 m t . o f  s o a p
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CHAPTER 5 i  Q RG AN ISA I IO N  AND MANAQEMENI
( S e e  a l s o  A n n e x t u r e  N o . 6 3

§ 4.^ i tC . y S . t y L g  s i  t h e  managemgnt  and o r a a n i s a t i o n

i a i  G eQ gnsL  bod;^

T h e  Suprem e  b o d y  o f  t h e  s o c i e t y  i s  t h e  g e n e r a l
m e m b e r s h ip .  The  p o w e r  o f  t h e  g e n e r a l  b o d y  a r e  a s  
f o l l o w s : -
C i )  A p p o i n t m e n t  o f  t h e  B o a r d  o f  D i r e c t o r s
C i i )  P l a n n i n g ,  f i n a n c i a l  a r r a n g e m e n t s  o f  t h e  S o c i e t y ,
( i i i )  R e v i s i n g  t h e  S o c i e t y  B y e -  L aw s  a f t e r  c o v e r i n g

a p p r o v a l  o f  t h e  C o - o p e r a t i v e  R e g i s t r a r .
C i v )  O v e r l o o k i n g  t h e  w o rk  o f  t h e  B o a r d  o f  D i r e c t o r s  

and l o k i n g  i n t o  c o m p l a i n t s  a g a i n s t  t h e  B o a r d .
< v )  D e c i d i n g  t h e  maximun amount o f  t h e  l o a n  t o  t h e

m em bers .

T h e  g e n e r a l  b o d y  must m ee t  a t  l e a s t  o n c e  a y e a r  t o  
d i s c u s s  t h e  a n n u a l  a u d i t  r e p o r t  w i t h  t?fie m em bers .

i b ) .  BoSUd oT  D i r e c t o r s

T h e  g e n e r a l  b o d y  h a s  t h e  pow er  t o  e l e c t  n i n e  m em bers  t o  
t h e  B o a r d  o f  D i r e c t o r s .  The  B o a r d  o f  D i r e c t o r s  a r e  
c o l l e c t i v e l y  and i n d i v i d u a l l y  r e s p o n s i b l e  t o  t h e  G e n e r a l  
B o d y .  B o a r d  o f  D i r e c t o r s  m ee t  o n c e  a w e e k .

T h e  p o w e r s  and  r e s p o n s i b i l i t i e s  o f  t h e  B o a r d  o f  
D i r e c t o r s  a r e  a s  f o l l o w s ; -

< i )  T o  a c t  a c c o r d i n g  t o  t h e  l a w s ,  r u l e s  and r e g u l a t i o n s  
o f  t h e  D ep a rm en t  o f  C o - o p e r a t i v e  D e v e l o p m e n t .

( i i >  T o  t a k e  p o l i c y  d e c i s i o n s  a c c o r d i n g  t o  t h e  b y e - l a w s  
and t h e  w o r k i n g  r u l e s  o f  t h e  s o c i e t y

( i i i )  C o n t r o l l i n g  t h e  management  o f  t h e  S o c i e t y .  

dSSQSSSIDSQt

The  G e n e r a l  M an ag e r  i s  t h e  C h i e f  E x e c u t i v e  w i t h  r e g a r d  
t o  t h e  p a i d . s t a f f .  T h e  f o l l o w i n g  S e c t i o n s  a r e  d i r e c t l y  
u n d e r  t h e  c o n t r o l  o f  t h e  G e n e r a l  M a n a g e r .

( 1 )  P r o d u c t i o n  S e c t i o n
<2 )  A c c o u n t s  S e c t i o n
( 3 )  A d m i n i s t r a t i v e  S e c t i o n

Each  s e c t i o n  h e a d  w i l l  a s s i s t  t h e  G e n e r a l  M an age r  i n  
o r g a n i s i n g  t h e  w o r k .  T h e  c l e r i c a l  s t a f f ,
S u p e r v i s o r y  s t a f f  and t h e  M in o r  S t a f f  w i l l  b e  m anaged  b y  
t h e  S e c t i o n  H e a d s .
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S g £ t i 2 Q

5j.2 -  las jk  o f  E a c h  g e e t i o n

Ci )
Ci i  )
C i. i  i  ) 
(1 v )  
<,v) 
( v i  ) 
c.vii )

LZl

( i )
<i i  > 
Ci i  i  ) 
<i V)

i l l

( i  )

( i  i  )
( i  i  i  )
C i v )
( v >
(Vi )

5^3

P r o d u c t i o n  P l a n n i n g  S< P r o c u r e m e n t  
T r a n s p o r t a t i o n
P r o c e s s i n g  , DC, C o p r a ,  O i l ,  Soap
M a r k e t i n g
Q u a l i t y  C o n t r o l
C o n t r o l  o f  w o r k e r s .
P l a n t  ?< M a c h i n e r y  m a i n t e n a n c e  and r e p a i r  

^£.£.2y:Qt5 S e c t i o n

C o n t r o l  o f  f i n a n c e
P a y m e n t s  and c o l l e c t i o n  o f  money
B u d g e t i n g
O u t l e t s  S a l e s

^ d m i n i s t r a t  i.on

C o ~ o r ( i ’i  n a t i o n  
D i r e c t o r s .
P l a n n i n g  8< I m p l e m e n t a t i o n
O f f i c e  A d m i n i s t r a t i o n
A d v e r  t  i  s em e n t
C o n t r o l  o f  S t o r e s
W e l f a r e  and E x t e n s i o n  w o rk  ‘

2 l  £S£.S2Qnel

w i t h  members  and B o a r d o f

T e c h . Adm. G e n . T o t a l  Paym.

G e n e r a l  M anage r — 01 - 01 M o n t h l y
M an age r 01 - - 01 I I

A c c o u n t a n t 01 - “ 01 I I

S e c r e t a r y 01 — 01 I I

Q u a l i t y  C o n t r o l l e r 01 _ ~ 01 II

Book K e e p e r 01 - 01 I I

C a s h i e r - - 01 01 I I

S t o r e  K e e p e r -  ■ - 01 01 I I

Cl e r  ks ~ - 01 01 I I

S u p e r v i s o r s 06 - 06 I I

Forem an 02 - '■ 02 I I

P e o n s - - 01 01 I I

O f f i c e  L a b o u r e r s - 01 01 11

Sk i 1 1 ed  L a b o u r  e r  s - - 104 P i e c e  Rt
U n s k i l l e d  L a b o u r e r s - - - 46 I I

H u s k e r s 40

212

C o n t r a c t
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CHAPIER 6 L F I N A N C IA L  A N A LY S IS

A s s u m p t i o n s

T h e  f e a s i b i l i t y  o f  t h e  m o d e r n i s a t i o n  p ro g ra m m e  i s  w o r k e d  
o u t  u n d e r  t h e  f o l l o w i n g  a s s u m p t i o n s

I t  i s  e > ;p e c t e d  t h a t  a f t e r  t h e  p r o p o s e d  m o d e r n i s a t i o n ,  
t h e  DC f a c t o r y  u n i t  w o u ld  b e  p r o c e s s i n g  9 6 0 00  c o c o n u t s  
p e r  d a y  and 200  w o r k i n g  d a y s  p e r  anum ( 1 6 , 6 6  d a y s  p e r  
m on th )

P r o c u r e m e n t  p r i x e  o f  c o c o n u t s  F . A . Q .  , Rs 2 5 0 0 / -  p e r  
t h o u s a n d  n u t s .  A v e r a g e  o u t - t u r n  o f  DC p e r  1000 n u t s  = 
125 k g s .
A v e r a g e  s a l e s  p r i c e  p e r  k g .  o f  u p g r a d e d  q u a l i t y  DC -  
R s2 6 / 5 0

By  p r o d u c t s  o u t - t u r n  and i n c o m e :  P a r i n g s  80  l b s  o r 3 6 . 4
k g s  f o r  1000 n u t s
C o c o n u t  s h e l l s :  1000 s h e l l s  a t  R s .  2 5 0 / -

l 2 l § i  E U S J g c t  Out 1 a y  
( C a p i t a l  i n v e s t m e n t  R s .  m i l l i o n )

I s l  S 2 i . § t l Q 3  i.tg£Q5 t-S kS  U^ed

( i ) Land  . .  . .  9 . 3 5 0
C i i )  B u i l d i n g s  . .  . ■ 3 , 7 5 0
( i i i )  P l a n t  ?< M a c h i n e r y  . .  1 ,3 6 4
( i v )  V e h i c l e s  . .  . .  1 , 2 5 0  ,

1 5 ,7 1 4
( S e e  a l s o  a n n e x t u r e  No .  7 )  '

1^)^ New i . t em s  t o  b e

( i )  P l a n t  ?< M a c h i n e r y  . .  1 0 .4 5 0
C i i )  O t h e r  e q u i o m e n t s  , .  1 . 2 8 0
( i i i )  I n s t a l l a t i o n  C h a r g e s  . .  0 . 5 4 7
( i v )  C i v i l  C o n s t r u c t i o n  . .  0 . 5 0 0
( v )  V e h i c l e  ( L a n d  M a s t e r  w i t h  '

T r a i 1e r ) . .  0 . 1 2 0
-----------  1 2 .8 9 7

( c )  P r e - o p e r a t i v e  c o s t  . ,  1 . 9 2 5  1 . 9 2 5
<d )  M a r g i n  money  f o r  w o r k i n g

C a p i t a l  ( o n e  m o n th )  . .  1 . 9 6 8  1 .9 6 8
< e )  C o n t i n g e n c y  . .  2 . 4 9 6  2 . 4 9 6

‘ 3 5 , 0 0 0
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§ i 2  i s y t £ e i  2 l  EyD£|s

(R s  M i l l i o n : )
( a )  T o t a l  C a p i t a l  R e q u i r e m e n t  3 5 , 0 0 0
(b!) Owned b y  t h e  s o c i e t y  Cap.  IS;. 714
( c )  In c o m e  f r o m  s c r a p  i t e m s  ( j . 4 7 2
( d )  M em b e r ’ s  c o n t r i b u t i o n  f r o m

m i l l  d e v l o p .  fund  C g r a n t )  0 . 2 8 0
( e )  G o v t ,  c o n t r i b .  C o c o n u t  D ev .

A u t h o r i t y  ( g r a n t )  O .&00
C f )  A d d i t i o n a l  C a p i t a l  R e q u i r m e n t

f r o m  b a n k / f u n d i n g  a g e n c i e s  1 7 .9 3 4

3 5 , 0 0 0  3 5 , 0 0 0

S s s t  E®L y® 3r

( a )  M a in  p r o d u c t  DC ( s e e  a l s o  a n n e x t u r e  N o . 8 )
v a r i a b l e  c o s t  p e r  Kg 2 6 . 7 0

V a r i a b l e  c o s t  p e r  y e a r  2 6 . 7 0  x 96 x 125 x 200
■#

= 6 4 . 0 8 0

<b) By p r o d u c t s  v a r i a b l e  c o s t  p e r  1000 kg .
o f  P a r i n g s  o i l  ( e x c l u s i v e  r a w  m a t e r i a l  c o s t )

= 2835  X 65 / 100 = 1843

v a r i a b l e  c o s t  p e r  d a y  = 1843 x 3500  / 1000 = 6450

v a r i a b l e  c o s t  p e r  y e a r  = 6450  x 200  = 1 .2 9 0

Cc) V a r i a b l e  c o s t  p e r  600gm s.  Bar  Soap. = 1 8 .7 0

V a r a b l e  c o s t  p e r  Kg .  o f  Soap  = 1 8 .7 0 / 6 0 0  xlOOO

= 3 1 . 1 7

V a r i a b l e  c o s t  p e r  y e a r  = 3 1 . 1 7 x 5 0 0 x 2 0 0

= 3 . 1 1 7

T o t a l  v a r i i a b l e  c o s t  = 6 4 . 0 8 0 + 1 . 2 9 0 + 3 . 1 1 7

= 6 8 . 4 8 7
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F i x e d  C o s t  p e r  Y e a r  
( s e e  a n n e x u r e  9 )

6^4 lotal Fixed cost ger year

= 1,555

§.•.5 l 9 i s i  Saj^es  g e r  y e a r

DC 26»50 X  125 x 96 x 200
P a r i n g s  O i l  = 25x 65/100x3500x200 =11.375

P o o n a c  = 4x30/100x3500x200 ; = .840
S e d i m e n t s  = 1.5x53500x100 ■ = 0.053

C o c o n u t  s h e l l s  = 95000x250x100x200 =
Bar s o a p  .=  22. 50/600x 1000x500> i’00==

63.600

1 2 . 2 6 8  
4 . 8 0 0  
3 . 7 5 0

8 4 . 4 1 8

§ i §  EUSZQBgJ lS t iyS

W ages  and s a l a r i e s  = . 3 1 2
T r a v e l l i n g  = . 0 3 0
P o s t a g e  T e j e p h o n e  C h a r g e s  -  . 0 1 5
S t a t i o n e r y  = . 0 0 5
I n s u r a n c e  = . 0 1 2

.3 7 4

I n t e r e s t  on t e r m  l o a n  d u r i n g  
t h e  c o m m i s s i o n i n g  p e r i o d  
8 m on th s  -  1 2 .8 9 7  x 8 / 1 2  x 19/100 1 ,6 3 3

2 . 0 0 7

L e s s  I n t e r e s t  f r o m
s c r a p  i t e m  = . 4 7 2  x 19/100  x 11/12 . 082 

1. 925

§ i Z  M a r g i n  (noney f o r  w o r k i n g  c a e i t a l
(O n e  M on th )

DC = 6 4 . 0 8 0  X 30 / 100 x 1/12
P a r i n g s  O i l  = 1 . 2 9 0  x 1 / 12
Bar Soap  = 3 . 1 1 7  x 1 / 12

1 .6 0 2  
. 107 
. 2 5 9

1. 968
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6 . 8

£ . 9 .  1 

6 . 9 .

Y e a r L oan  o u t s :  I n s t a l .  I n t e j r e s r  0 197.

o 1 7 .9 3 4 —

1 1 6 .1 3 7 1. 797 3 . 4 0 7
2 1 4 .3 4 4 1. 793 3 . 0 6 6
3 1 2 .55 1 1 .7 9 3 2 . 7 2 5
4 1 0 .7 5 8 1. 793 2 . 3 8 5
5 8 . 9 6 5 1. 793 2 . 0 4 4
6 7 .  172 1. 793 1 ,7 0 3
7 5 . 3 7 9 1. 793 1 .3 6 3
8 3 . 5 8 6 1. 793 1 . 022
9 1. 793 1. 793 .68 1
10 1 .7 9 3 1 . 793 . 3 4 0

1 P a y  - b a c k p e r i o d  ; 3 Yrs . .  8 M ts .

2 B r e a k  e v e n c a p a c i t y  : TFC

TR -  TVC
5., 581

8 4 , 4 1 8  ~ 6 8 . 4 8 7  
; 5 , 5 9 1

— ---------  X 100
1 5 . 9 3 i

BEC ; 35  X

6 .  9 . 3  D e a th  S e r v i c e  C o v e r a g e
Rc^t io  I n t e r n ,  g e n e r . Fund

Loan  I n s t a l m e n t  Fund 
9 , 5 8 1

1. 793
DSCR = 5 , 3

6 . 9 . 4  B e n e f i t  ■■■ C o s t  R a t i o  ~ T o t a l  p r e s e n t  V a l u e

T o t .  Cap .  I n v e s t m e n t  
5 9 . 2 8 4

s ^ - . o o o
BCR = 1 . 6 9
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6 . 9 . 5  I n t .  R a t e  o f  R e t u r n  = 5 9 . 2 8 4  -  3 5 . 0 0 0 - 2 4 . 2 8 4
= 3 9 . 2 0 2  -  2 5 . 0 0 0 -  4 . 2 0 2
= 2 4 . 2 8 4  -  4 . 2 0 4  = 2 0 . 0 8 2

25  -  15 10
= 2 0 . 0 8 2  = 2 . 0 0 8

10
= 4 . 2 0 2  = 2 . 0 9

2 . 0 0 8  ■
= 25 + 2 „ 0 9

IRR = 2 7 ;  09  */.

6 . , 9 . 6  I n c r e a s i n g  i n c o m e  t o  p r o d u c e r s

*  N e t  S u r p l u s  = 6 . 4 3 7  CRs. M i l l i o n )
*  F o r  R e s e r v e  fu n d  25'/. = 1.6i21

Fo r  D i v i d e n d  = 4 . 8 6 5
*  I n c r e a s e  i n  i n c o m e  t o

f a r m e r s  p e r  1000 c o c o n u t s  = 4 . 8 6 6 , 0 0 0

96 K 200 
= R s . - 2 5 3 . 0 0

6*9 Financial ix ialysis,
f*-

(See annexture No, 13 )
6,10 Sensivlty A n a l^ is

(See annextute No«14)
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The budget for the first

CHARIER Z i iyOGil

CRs. Million)

five operatiig years

Item Operating Years

01 02 03 04 05

1 Ca pa ci ty  Utilisation 50’/. 757. 1007. 1007. 1007.

2 Total Sales 42.209 63.313 84.418 84.418 84.418

3 . Total Variable Cost 34.243 51.365 6 8 r 487 68.487 68.487

4. Int.on long Term Loanl9'/l 3.407 3.066 2.725 2.385 2.044

S.Depress!on 1.642 1. 460 1.301 1. 162 1. 039

6 .Fixed Cost 1.555 1.555 1.555 1.555 1.555
£

7 . Total Fixed Cost 6.604 6.081 5.581 5. 102 4.638

8 Surplus 1. 362 5. 867 10.350 10.829 11.293

9 Tax e 20'/. 0.272 1. 173 2 .0 70 2. 165 2.258

10. Surp lu s after tax 1.090 4,694 8.280 8.664 9.035

11 Annual Loan Instalment 1. 787 1. 793 1. -?93 1. 793 1. 793

12 Net Surp lu s (After 
Re-payment of loan 
Instalment 0.707 2.901 6.487 6.871 7.242

13 Cumul at iv e Surplus 0.707 2. 194 8.681 15.552 22.794

37



CHAP TE R z 8 - SOCIAl* BENEFIIS OF T H E  PRQJ EQ I
and RicOHMENDAIIONS

8 , 1 - Social. Benefits
<i) By improving the quality of the DC, we will 
be able to induce the world market to get a good price 
for the DC , i I
<ii3 The modernisation of the DC Mill will result
ineconomic benefits to coconut growers as well as to the 
workers. The Co - operative Society will be able to pass 
on the advantage of the premium price it will receive 
for improved qual it y of DC to the coconut growers,with 
the resulting increase in income the growers will be 
able to pay reason ab le  wages to the workers in, the 
estates. The Society will also be able to enhance 
payment to its employees.
tiii) Sri Lanka can earn Foreign E xchange through
this project.
civ) By increasing the income of coc on ut s in two
ways ;-

(a) A better price for the coconuts by an increase 
of about 25 '/.

Cb) An additional divident of 12% from the net 
sur plus

tv) By building a reserve fund for the Society by
about Rs. 1,621 million per year from the net 
surplus

Q - 2  -- Recpmmgn^at i 9ns

1. All personnel including labourers should b^ 
well trained in the appropriate d is ciplines and 
p r actices for better management of the new set up

2. The adaptation of waste heat technology for 
the boilers has to be considered in the light of energy 
saving, furthermore solar power energy system also could 
be inncorporated into the new set up.

3. The site and the area should be improved to 
meet the re qu irements of a modern food factory located 
in pleasing surroundings.

4. The management should inculcate the 
p ri nc ip le  of quality improvement and maint e na nc e of 
every worker in the factory through dialogue, 
lectures incentives etc. The pr actice "quality Circles' 
as in Japan should be aimed at. This req ui re s a sense 
of commitment and discipline yet to be achieved. 
E ve rybody should realose, the available options such as
• ****

(a) Maintenance of improved quality level
or

<b) Market oblivion
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List of Annextures,

N o . 2 - Cost of production and farmers
margin per acre

No.3a - Events and Activities in the
Project Plan of Establishment 
Schedule

No.3b - Time estimated table and
network diagram.

No. 4 - Flow diagram of DC FYocess

No. 5 - New Plant S< Machinery, and
other equipment to be 
p u r c h a s e d .

N o . 6 - Structure of the Organisation
and Manpower Chart.

N o . 7 - Capital Investment owned by
the Society.

N o . 8 - Variable cost per annum.

N o . 9 - Fixed cost per annum

No 10 - Computation of depreciation

N o . 11 - Map of Sri Lanka: Kammal
Pattu Ad mi ni st r at iv e F:egion.

N o . 12 - Suggested Specif ic at io ns  for
important Machinery 

‘•3 -  Financial Analysis
No. 14 -  Sensitivity Analysis

Annextui-e No. 1 - Coconuts : Industry
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Uni t 1987 1988 * 1989 +

Mn.Nuts 2351 1936 2436

-do- 350 155 318

--do- 573 276 597

-do~ 44 29 41

-do- 16 12 13

-do- 1398 -1449 1477

Rs/Nut 2.64 4. 00 3.35

-do- 0.73 0.81 0.85

COCONUTS - INDUSTRY

Item 

1- production

1. 1 DC

1.2 Coconut Oil

1.3 Copra

0re4h Nut 
Exports

1.5 Domest i c 
Nut
Consumpt i on

2. Average 
Export 
Price (F . 0.

3. Cost of 
Production

* Revised 
+ Provisional 

Source ; Central Bank Report.

A nn exture N o . 2

Cost of Production And Farmers Margin per Acre

Item Rs.
1. Fertilizer

i) Fertiliser @ 3 Kgs / Palm - 676.00
(ii> Transport Application -- 225.00

2. Picking, Collecting-
Counting <at 300 nuts per acre) - 200.00

3. Control of pests, diseases,
and weeds ~ 200.00

4. Other cultural practices - 400.00

5. Maintaining roads, fSences etc. - 80.00

6 . Overheads - 660.00

7. Return at Rs. 2/~ per fnut -- 6000.00

8 . P r o d u c e r’s margin - 3559.00
c; Source; Coconut Development Authority.)

Annexture N o . 1
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Annexture No. 3a

Events and Activities in the Project Plan 
of Establishment Schedule

(a) Project Time Schedule

Ac t i vi t i es Time reqr: Predestinate

a. Funds raisinq 03

b. Disposal of equipment 
not needed 01

c. Ordering and Acquisition 
of new equioment 04 a. b

d. Alteration of existing 
buiIdings 04

e. Electrification 02

f. Plant Machinery 
i n s t a l1 at i on 02 d,e

g. Trial runs 01

4'
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DIAGRAM OF DESSICATED COCONUT PROCESS 

INCOMING DEHUSKED NUTS

Annex'ture No. 4

SELECTION

Shell to fir©4f-“ 

boiler or 

charcoal

SHELLING

Rejects for Copre and
use for o il extraction

4 3



AnnextLire No. 5

NEW PLANT AND MACHINERY TO BE PU RC HA S ED

(a) Special Plant ?•< Machi nery (suggested by C .D. A)

11 em E s t . Cost 1H.P. Req.

1. Wash Conveyor Rs. 500,000 4.0

2. Pre Cutter 100,000 1.0

3. Sterilizer Tank & 00 ,000 0. 5

4. Philipi no -Type Cutter 450,000 20 .0

5. Conveyor Feeder 500,000 3.0

6 . Vibro Fluid Bed Dryer 5 0 0 0 y 000 30.0

7. Conveyor Feeder (i n s p ) 200,000 3.0

8 . Scrreening ilachine 1000,000 5.0

9. Vibro Packer 100,000 3.0

10. Boiler ?< Heat Exchanger 2000,000 5.0

Rs
Rs

10450,000 74.5 
10.450 (Million)

Cb) Other equipments

Item Mo de l/Capacity Unit E s t .Cost

1. Stainless Steel 
Washing Tank’ 8 ’ X 3' 04 R s . 100,000

2. Stainless Steel 
Parings ank 1 0 0 ' X 1 '  0 1 100,000

3. Deshelled C'Tank 8 ' X 3' 04 • 100,000

4. Cooling Table 8 ’ X 8 » 03 80,000

5. Waste Heat Unit 10,000 C'shells 03 600,000

6 . Power Transformer 125 KVA 01 300,00

Rs 1280,000

Rs M n . 1. 280

4 ^
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Capital Investment owned by the Society

(A) Land

Annexture No» 7

Toatl Acreage •• •«
D.C* Factory Area •• •«
Present market value per Perch ..
Value of the B.C. Factory Area 

160 X 2 + 40 X 2 + 10 « 410

Fresh Coconut Storage Area 

Present market value per perch 

Value of the fresh coconut store area 

( 160 X 2 « 320)

♦ A

Total value of the land •«

4 Acs. 2 Rds. 10 P.
2 •• 2 " 10 P.
ft 15,000/-

410 X Bs 15,000/-
-  R» 61,50,000,00
2 Acres 

Rs 10,000/-

320 X  Rs 10,000/- 

Si 32,00,000.00 

te 61,50,000 «  32,00000 

8s 93,50,000/- 
Hs 9.350 (M illion )

(B) Buildings

Factory Buildings 

Stor«s
Adminstration Block

At the rate of 1 Sq* Ft 
Total value of the Buildings

10.000 Sq. Ft.
3.000 "
2.000  "

15,000 "

0 Rs 250/- 
15,000 X Rs 250/-
-  fts 37,50,000/-
• te 3.750 (M llllo a )

4b



Aiuxextui*e No* 8

Variable Cost per Kk * of D.O

Coconuts (te2/50 x  8)
Wages 
EPF/ETP
Machinery Repairs 

Electricity  

Transport (PN/DC)
Brokerage 

Cess 

Levy 

Packing 

Rejections 

Contingency

Variable Cost per Aanuia

Rl 20.00

4.00
0.52
0.18
0o18
0.40
0.26
0.30
0.26

0.13
0.13
0.34

Rs 26.70

Variable cost per year ■ Rs 26/70 x 96 x 125 x 200 »  64.080

47



Annexture No* 9

Holiday Wages 
Mercantile Holidays 

Retirement Gratuity 

Welfare Ameneties 

Medical Assistance 

Tax (Assessment)
Electricity  

Insurance 

General Expenses 

Incentive Payment (Labourers) 
Transport 

Staff Salaries
E.T.F* Payments 

Incentive (S ta ff)
Overtime Payments 
Subsistance
Holiday Payihfeitfic f; 1/ • r-nt?-
CiiairmaJi/Secretsu*y Allowsmces 

Director 's  Expenses 

Welfare fa c ilit ie s  

A*G Meeting expenses 

Member's welfare expenses 

Stationery 

Telephone Charges 

Legal expenses 

Laboratory expenses 

Uniform/Refreshments fo r  Labourers 

Contingencies ».

Fixed Cost Per Annum

Rs 140,000
85.000
60.000 
12,000

15.000
4.000

20.000 

100,000

60,000
175.000
70.000

432.000
28.000 

40,000
24.000
19.000

3.000

24.000
16.000

8.000 

12,000

36.000
14.000
16.000 

36,000 

20,000 
48,000

te 1,555,000

4®
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Annexture No, 11

MAP OP SRI LANKA.
N

COCONUT TRIANGLE;

PUTTALAM - KURUNEGALA - KALUTARAc



Atmexture No* 12

Suggested Specifications for Imuortant Macliinerv

(a) Disintegrator [ ,ô

C a p a c i t y : 500 lbs/hour (wet)

Material : All parts of machinery (excluding cutter 7 rings) 
which come into contact with coconut meat must be 
made of as far as possible, food grade stainless 
steel.

Model/Sui'jpl iers Startech Contractor INC
3587, Ling-aywn Street, 
STA. MESA,
Metro Manila, 
Philippines.

(2) Ferro Trading Ltd.,
509 1/1 Bullers Road, 
Colombo 8.

(b ) Sifte r :

Capac i t y : 1 Tonne/hour

M a t e r i a l ; Stainless Steel/Aluminum.

Model / S u p p 1 i e : 3 desk/Model No: Locker.

Ferro Trading Ltd.
509 1/1, Bullers Road, 
Colombo 8.

(c ) D r y e r * :

Capac i t V :

Material

600 Kg/hour.

( cis per disintegrator)

Model/Suppli ers Kilburn VFBD
Kilburn Division 
Macneill &, Magro Ltd.
P.O. Box 565
Mackinon Mackenzie Building, 
Shoorji Vallabhdas Mang. 
Bombay 400 038 
India.
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ô
CO

OJ
ro

o

1—' 1—» H-* H-> I—* M (-* H-* VO 00 ON on 00 NJ03 '-J o on OJ NJ H-* O • • « • • • • • 03 >• • • • • • • • •' • •

z H a a o — 2 ^  M H : ^ H a M H 2 n ■xl(D 0 H- H* c ■c. fD on D Qj Qj h 0 H- CD D 0 CD QJ (Crt rt U) cn 3 rt rt H 0 • X 0 rt X n rt rt rt T3 hQj o o c + t (D < Hi Qj rD h CD Qj Q) H-H 0 o H- n 0> H‘ NJ H- h-* a CD H C/1 0 0
h c QJ |-> cj 13 LQ rt O rt o CD QJ H- a(C O 5 D rt M U) O Qj 0) cAO •tJ n H- 0) < H rtCfi Qj rt rt H- — D" H Qj H- 0 Qj rt QJ CD 10) 0 CD < t H < H) NJ X U) rt 1-1 cn
D H' a a 0) Hi H- QJ rt (D ft H* 0 H- a k;rt rt 0 D h-* H (D I a 0 D 01 rt mQ) o h Hi (jQ C h D O' H- 0)< l_j Qj Qj H ^  CD 0) OJ o H hQj (D O if) 0 D ft 0 0 (D H- U)M cn rt D' ^  « fD QJ ( 0) 0) cnC D (D 0 2 0) h X rt D Ql0) < D h H- ►13 Qj cn 0 rt0) rt D < rt —s m H-DJ (fi QJ t-h 0) CO ro) rt 0rt rt < rt M o. 33 QJ 0 33 1 + h-»1—' 0) 1—» » Hi \oUi D C on C vO ondfi rt 0) by? D

a t
Qj
rt ON’W'

-V-*
on

1
OJ
on
O
O
O

1M U) ►Pi.
00 on O C5̂ NJ h-» h-» ON 1—* (-J 00 NJ Ln o• ■ • t • 1 • • • • • • - • • o »->
CO OJ 00 1—> o NJ 00 ON Ln On NJ NJ OP
ON CO ON 00 00 vO 'nJ ON o Ln o O1 00 \o >X) NJ o NJ NJ Ln NJ LO VO

o>

1
I—* t—• on ON
VD ON o ui UD ON H-* on ON I-* 00 I—* OJ
• • • « t • 1 • • t • • • • • • o

\D •-J OJ NJ ON H-* 00 o on o OJ 00 Ln NJ
-on on M on VO ON CO on ON ON ON h-* (iP

t-* >-* On O OJ -0 Ln o <y\ on OJ
h-*

1.
NJ 1-̂ h-» ON 00 I—*

00 O -J M VO 00 NJ o on h-» H-* NJ 00 o O
• • • • t • I • « • « • « • • t o UJ
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c\o o'fi ĉ o oVJ OV) cV

{
o

I
O

1
O

I
o

1
O

1 : 
o  :

I
1—̂

• • • • • • •

M u> ON VO o
rvj Ln VO LO <T\ O OJ
UJ vD Ln H* LO VO

U) (jj OJ NJ NJ NJ
* • • • • • •
CO Ln CO Ln NJ VO
ro VO 00 '-j Ln
CO h-» -J Ln LJ o

CT> a^ Ln Ln
• • • • • • •
CO UJ CO VO VO
ON 00 •■ VO o  • H- OJ
KO ro U) ON 03 O NJ

H-' h-*
h-* h-* o VO VO 00• • • • • • •
VO NJ Ln VO NJ Ln VOh-' Ul CO NJ <Tn vO U)LH ro 00 Ln h“* '-J OJ

}“* h-* h-» 1—> h->
Ul Ln U) NJ h-* o# • • • • • «.
vD H-* ro o> VOhj 00 o NJ
M LO UJ LJ ►fc..

ro h-> h-̂ h-* h-' H-*
o CD a^ Ln OJ• • • • • • •
o vX> VO VO vO VO vOo O •-0 0̂ U) I-*
CD OJ -0 NJ ô O (J1
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Peed MIXED WILL IN ROUNGWANG AGRICULTURAL COO?

The feed mixed mill projedt in Rongkwang Agricultural 

Cooperative is a part of the fifth ICA Training Course for 

Strenghtening Management of Agricultural Cooperatives in.Asia 

which is organized from October 22,1990 to ?fey 10,1991 in 

New Delhi,Bangkok-,Tokyo and Seoul, During the training course 

it has'given me a. good chanoie.to associate with many friends 

who are working in the field and I have lernt variors aspects 

of cooperative management and integrated approach from p, rofessors 

of Indian Insititue of i-Tanagement (l.I.M) The feed mixed mill 

in RongXwang Agricultural Cooperative was prepared under this 

programo

I would like to thank Rongkwang Agricultural Cooperative 

and the cooperative leage of Thailand for norininating me to 

tha.training course and extending me all the support.

I am grateful to the l.I.M Professors for their giving 

valuable information in cooperative management and also Mr»

MoVo Madane,. Project Director for his great help.

ACKN0WLEDG3MSNT,

Maronm Sut anun

February,1991,Bangkoko



CHAPTER X 

SHM?«ARY

feed mixed mill. The project will be operated by

A^ricullurul Cooperative which is located-in Rongiwang ' 

Districi'of Phrae Province in the north of Thailand which 

is about 551 kilometres for from Bangkokj

t»2 The project objective is to increase income of,the cooperative’s 

members®

1,3 The project life is 11 years»

1o4 The project components are cousis of farm guidance, credit, 

input supply, procurement, processing and marieting but it 

is emphasized on procurement, processing and marketing,

a) Procurement: The cooperative will procure corn, and soybean 

. form.the member 2,604,000,000 kgs (2,640.tons) 

per year (1989/ 1990) which account for 60

percent of the total production in the area and
1

the cooperative will set price • than

market price,

b) Processing: Peed mixed mill of the projict will use corn 

and soybean meah as main raw material mixed 

Pish meal, Dricaciam forfest, Sugar, Grude fat 

Salt and Primixed. The capacity of the plant 

is 720,000 kgs.(720 tons) of feed mixed mill 

per year.

1,1 This project ̂ocus on establish' a processing plant for



-3-

c) Maketing: At the begining, the project product. Feed 

mixed mill will be serve the members-demand 

in the cooperative, the rural area nearly in 

Distric and the Province,

1,5 The total investment cost is about 1,415,000 baht 1=25 Baht) 

for land, building and machineries. The capital will be equity 

from the members and loan which should be from Bank Agriculture.'''' 

and Agriculture cobperativeo

V  ' .

The fund of the project will be raised as follow;

Sources Araouat (Baiht)

, Member share 415 >.000

Loan 1,000,000

Total T,415,000

1’o6 The Financial Analysis shows,project financially viable; the 

Benefit Cost Ratio (B/C ratio ) is 1,17 Net Present Value 

(NPV) is 4,317,892 baht at the discount rate of 14 percent 

and Internal Rate of Return (IRR) is 38o98 percent,. This 

project have Internal Rate of Return very higho 

1»7 The project can increase the farmers income in livestocko 

:The mem'bers sales corn and soybean which product is raw 

material in feed mixed mill.
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BACKGROUND

2a 1' Overall Sitaution
V ■ ■

Rongkwang District is one of the 7 districts of 

Phrae province., This district is atout 30 kms. from the 

town with population of 18,563 households or 72,546 perSons 

which 27,023 are meb, 20,660 are woman.There one a sub

districts and 43 village. About 10% of the area is forest and 

mountain. There are main water course flowing through 

Rongkwang district is Vume River, frfacaomeme River. The major 

crops in Rongkwang District are paddy, soybean, corn, tobacco 

and field cropso

Occupation . ..

Most of the population fiC Rongkwang District ofr-the 

T8,563 households are engaged in Agriculture such as paddy.

Fruit, field crops and livestock.

History of the cooperative Rongkwang Agriculture

cooperative Ltd.

Rongkwang Agricultural Cooperative Ltd. was. registered

in 1975 by amalgamation of 3 credit cooperatives. The purpose

of organizing these cooperatives was to provide'credit to

farmer which successful from the beginning but,^o progress
ma^9

because of the limitation of funds and the , smalless cf 

business activity of the cooperatives. Ih person it has 

membership of 3,500 person which can be divided into 47 groups. 

The members are2,500 men and 1,000 are woman.

CHAPTSRlt



-5-

Fix Assets cooperative have One rice storage of 500 tons, 

one building for the input supply section and' Drying .Field. 

lOrsjang^ation and Administration

The cooperative is comprised of all mem'bers who from 

the general meetingo The general meeting elects a board of 

directors, who are responsible for the formulation of 

cooperative policy and decision making as w*ll as to appoint 

the manager of the cooperative. The manager will administer 

the snture operation under the advice and supervision of the 

^foard of directors. There are T5 comniititee members and 18 

employeess: 1 manager, T Assistant General.Manager, 1 Acounting 

staff .^General, 1 Finance Staff,

- 5 eredit Staff

- 3 MaSeting Staff .

= 1 Farm Guidance Staff

- 1 General Affairs Staff

- 1 Y/atchmen

—  1 Guardman

- 2 Service Staff

The administration of Rongkwang Agricuttural Cooperative. 

Itdoiii divided in to 5 section as follows»

1. Administration section

2. Acount and Finance section 

3« Credit Section.

4» Supply, Erocessihg and Maiceting section 

5o Farm Extension section 

6« Funeral Service Assocition
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. Rongkwang Agriciittural cooperative Ltd. carries 

out the bussiness activities for the benefit of their members 

as follows: ■

T» Providing credit to members

2» Receiving depoilfr f»om members

3» Supplying agricultural inputs and consumption

to memberso (Perlilizer,feed,Hand operatiel tractor) 

4» Collecting members products and maketing 

5« Providing farm extension servicd to the members 

60 Providing welfare to the members and their families 

Plnancial Status (as at 31 March.T990)

No of member • 3»312

Liabilities - 16,679,293»64 Baht

~ Loan from BAAC 2,817,135.25 " ,

- Deposit from members 13,288,047.50 "

- Current liabilities 574,110,89 "

<- Coooerative own fund 2 1,885,0220 11

- Share/capital 12,933,500,00 '»

- Reserue fufad ; 7,184,006,72

- Other fund 1,767,515,39 ”

- Profit before

Distribution 2,140.815o34 ' "

- Assets . 40,704,781,59 "

- Cash V , 215,031.28. ”

- Acciyht Receivable 38,366,466.00 'v

~ Current Assets 1,625,870,62 ",

- Fixed Assets ' 497.431.69 "
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Rongkv/ang Agricultural is located in Rongkwang 

district of Phrae Provinoe in the north of Thailand 

which is about 551 kilometres far from Bangkok.

The cooperative area is about It rai» (T rai =0.4 acre)

The feed mixed mill project is located in the cooperative 

and the area can service the members-9' village in District 

and in Proviceo

a) Cropping Pattern

The main crops in area are paddy, soybean, corn and 

field crops which are g:?own in two crops* Out of this area 

is suitable for growing augarcane, tobacca and cotton®

b) Ctdst of Production . " .

Everage cost of corn and soybean production in this 

area is 1,000 ^ per rai which the member get the yield 

about' 200 kg So

c) Marketing of Farmers*Produce

Most of the farmers*' sell their products to the

cooperative and the cooperative will store them in bran for

a which and then sells,them to private company in bangkok

but there.are some members sell their products directly to 

local merchantso The members do nbt sell all of their

products because they will keep some of them for seedihg

and consumtiono Corn can sell at farm gate price about 2

baht per kg<, and soybean can sell at farm gate price about

7 o20 baht per kgs.

d) Livestock population® Coneqnently livestock population 

has in creased remarkably ( Appandix /f* 2'

2»2 Area of Pro.ject
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Most of the members and the farmers buy thsir. ’ feed

tgiar from- cooperative buy the feed from the company to the

cooperativeo (appendix 3, 4 )

2.0-3 Proble-m Faced by Farmers

1o Peed is one of the most important farm inputs for farmers 

in Rongkwang District and the cooperative; In the year, the 

farmers are raising livestock, and income comes from livestocko 

2o 'She feed have expensive pricso The farmer buy their feed 

uncertain and sometime they produce lo?/ quality product as a 

result of haJ:*d competition»

3. In the cooperative there is 4-7 livestock group with 

3»500 memberSo The members want to buy the feed from the

cooperative,,

2o4 Need and Justi.jication for!'the Pro.iect

lo By establishing feed mill run by farmers' organization 

small farmers can purchases qualified feed in cheap price and 

get out of disadvantayes caused by market segmentation of 

private producerso Also they can enjoy services including 

raising technique and veterinary, service offered by their own 

organization®

2, The project is to increase of the cooperative members

3o The cooperative is collecting product from the members, 

which the price is certain because the production is Raw Material- 

in feed mixed mill.

4» To promote the intergrated effort comprising quidance, 

credit, input supply, processing and marketing.

e) Maketlna: of Farmers* the feed
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PROJECT . ■

3o1 OBJECTTV"Rg; .

The project objective ,1s to increase the income of the 

cooperative’s mem"bero This objective will be achived by 

promoting the following activities.

1o To establish a processing plant for making feed 

from corn and soybean»

2o To promote the intergrate effort comprising guidance, 

credit, input supply, processing and marketing®

3c To promote participation of membership«

4o To develope the capacity, of the cooperative's 

njanegenent staff incarrying out its business activityo 

5« Supplying qulified feed in reasonablgr price»

6o Strengthening guidance and extension service including 

raising technique and viterinary service*

7o Offering farmers better opportunity for fiff farm income 

8o Return of profits to members earued through the 

operation of new businesso 

3c2 Area of Operation .

The location of the processing plant will be located in 

PJsngkwang.District, and in Phrae Provineec It w&llbe located 

next to the office of the Rongkwang, A,gricultural cooperative, 

which it has completed facilities such as warehouse, infrs.estructurec 

It is convenience to transport raw material to the plant, that 

will eninimize transport cost and it is convenience to. mansigement« 

There are the idial location for the plant* The operation of 

the plant will use corn and soybean from the cooperative area

-90-
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and from another cooperative in Phrae Province, livestock 

raising scale in this cooperative and this District are 

rather smaller comparing with other district, thâ t is main 

cause for poor services rendered tey existing millso 

3o3 Pro.ject Components

3o3o1 Cemstruction Feed M m »

t»Th« m ill, with the ia i ly  capaeity of 300 k^s 

per one year in eonstruction fo r  the- cost- o f about

T,#15 ,̂000 baht. Ths' location o f the m ill would be near 

Rongkwang Agricultural Corpearatire^o

Construction w ill  !•« dete-rmined in the prijeet  

area in the eonaideratlcn o f .tr^n x^portation and the collectio*  

o f raw materiaSs in the feed; mixied' m ill,

3o3»2 ?rot>urement o f Raw Material

Around 70-80 %' o f the total ’'raw' materials in the 

feed mixed' mill w ill be procured in this ares in the cooperative 

from': foreign district; and’ ?rovince<> Balanced 30%^20% w ill 

be purchased: through merchant,

3»3o3 Poc.essing

The feed mixed mill ik comparativily simple^with 

basic equip m ent and facilities specially high skilled. techniques 

are not necessary for processing.

3»3o4' Marketing Channel

Rongkwang Agricultural Cooperative have 47 group 

in the district, where farmers are purchasing feedo It is 

so fascinating selling outlet of feed for small farmers that 

even big producters are distributing their products 

g^oup memberso So there is no need to establish new selling outlet 

Agricultural Cooperative will transport most of 

feed from the mill to the member by their truck®
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Selling price of the feed mixed mill whll be same level 

with Companyo And more than 20f& of profit, of the mill will be 

paid back to the mimber as patronage dividend® •

3o3o5 Extension Service

The feed mixed mill will be strengthening guidance and 

extension service incluSing raising technique and service for 

member farmers who are usually neglected from privateo



CHAPTER- IV 

DETAILS OP OPERATIONS 

4e1 Capacity of the Feed mixed Mill

Capacity‘of the feed mixed mill w ill  be 300 kgs/8 

wor.king hours per day in order to meet'the Nsed of member 

farmers in the district and in the province* That means the 

m ill can produce 720,000 kgs per yeair by working 300 days.

But it  is  well known fact that there is  weak economy 

of scale in feed mills. Because the process of feed mixed 

m ill is  so simple that more than 30% of production cost is, 

for. raw materialso Specially there is  no benefit fo r  procurement 

in  largce quantity under present quarter system fo r important 

feed ' grains.

4o2 Main Product

Main Product w ill be feed fo r  pigo It  is  anticpated that 

transaction by bulk between private feed mixed mill and ■ 

specialized farmers w ill be main stream in supplying pig,feed, 

because of cost, reduction.
♦

In case of pig, feed supplying through the members will be 

iiain marketing *^hann9î , because pigs are mainly raised on small 

scale by the members and many farmerso Besides producing power 

feed it will produce fish meal feed, saugar added feed and fat 

added feed® (Appendix 5;)

4*3 Location

The mill and warehouse w ill be consteucted at the «ear 

Rongkwang Agricultural Cooperative.



404 Pocessinp;

The processing pr®ceiure of feed mill is  devided into 

preparation of formula^ putting of raw materials, grinding, 

losing, weighting, mixing, corn, soybean. Fish meal, Dricaciam 

fro fe st , sagar, fa t , sa lt , and be Primix feed inspection and ! 

bagging® The flow chart w ill as. appendix 7

405 Details of the feed mixed mill

Eacilitied  and machinery of the feed mixed m ill w ill be 

under» Govermant sets some standards fo r constructing feed mixed 

mill in order to modernize the feed mixed mills in Thailando

• 7  -14-

.A,------------------ ;---------------
Item Unit Project Remarks

Capacity/day kg s ... 30.0 -

land baht 86,000

Building n . 414,000

-  Plantsilo -
/ ■

n 364,000

-  Electric and water 

Machinery

n 50,000

Dreger kgs . 50,0

Gresher tt 400 ■

Peed mixing 400

Motor baht , 25,000

Motor tank M I 5O0OOO

Motor-truck It 450,000

♦ Source: Kxjgana l®l’Aj&er Company.
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4o6 Schedule of Constructing the feed Mixed mill,(Appendix) 7. 3

It will take approxiffiately.12 month to build the

feed mixed mill, Sor construction of the feed mixed mill it 

needs to organize the special group in which 7 persons would

'1 . •

work during'construction period,(Project Manager, Maketing 

Staff, Technician, 2 Pemanent worker, Research Staff, driver) 

Their tasks are as below. ( Appendix8j,9)

1, Selection Land in Rongkwang A,?ricultunal Cooperative,

2, Working out the detail plan: They will make a plan

about layout of the mill and process of the mill after have land.

3» Ordering machinery: They, will clagg^|>,^i.mported 

machinery and home machinery. After that they 7d.ll make a plan 

for installation work to be carried'

4,.Constraction work

5, Test run: After completion of construction, it needs, 

one or two months for. test During this period they will sheck : 

and correct defects®

• ’

4.7 Production Plan~for -9 year

Production plan on ttrruover of the members and 

production trend of newly built p r o . is give below 

( A^^endix ./|i4 ) .
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Capital cost i f  the project: the capital cost is  
\ - ■ ■ 

estimated as below on the basis of price as of April 1990

4<>8 Investment

Item

land in the cooperative

Building

-  P lant,silos ■ -3S4,000

-  Electric,water -  50,000 

Machinery and

■ 'Cost; Remarkes

Bquipenent 

Dryer 

. Crusher 

Mixing- 

Motor

40.000 

U 0 , 0 0 0  

100,000

25.000

Motor-tank

Motor-truck

Other . . ■ •

-  Repairing and maintenank. 

expense.

86,000

414,000

305,000

150,000

450,000

10,000

total 1,415»000



-17-

It is already told that Agricultural Coops in the I>istrict 

and the members district and the province will supply feed 

through exising marketing channel. They have 47 group and 

3 500 memberso ;

Thought small in purchasing quantity individually, purchasing 

quantity of a village as whole is great* So Agricultural Coopso 

encourage joint purchasing activities in village level through 

group, one of the grass root coop organisations and deliver feed 

to the villagess from the mill ar chain shop by using their own 

truck without extrachargeo This is one benefit Argricultord 

coops can offer to their member? farmerso

The farmers will pay for purchased feed with in 40 day after 

receiving feed. In case farmers want feed on credit for more than 

40 day, Agricultural® Coops will provide loans,

4 »1 0 -Extension Service

The feed mixed mill v/ill organise extension group consisted 

of feed expert and veterinary for dissenination.of livestock 

raising knowledge. The will have lecturing tour and hold meetings 

for member farmers and staff. Agriculturalo Also they will, works; 

as consultation group for meinber farmerSo

4-»9 Maketlng Channel ( Appendix , if2)'
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CHAPTSR S  

■ORGANIZATION AND' MAJIAGSv.GNr 

5a1 Organization and Structure

The project will be implement by Rongkwanf Agricultural 

Cooperative in Phrae Province. The activities of the cooperative 

at the present are providing credit, procuring and marketing 

the member produces^ farm input and consumption goods supply, 

collecting members’s produces and.deposit from the members.

The Organization structures, are as follow.

Solot 'Occupation

=» grow corp feilds 3,000 persons

- raising livestock 3»500 perSons

' in the year they have the feed average. 656 kgs/persSn, 

55-.1o 2 Member

The organization is comprised of 3»500 members 

playing a role as the project ower.

. 5»1*3 Board of Director

There have 1'<,5 member in board of director whom 

are elected from the members in General Meeting*

5o1»4 Project staff is comprised of various officer as below;

- Administration staff ■

- Project Manager 1

Maketing staff 1

- Driver : 1 .

- Production Staff

- Technician _ 1

- Research staff 1

- Permanent Workers 1
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5 »2 Role of Organization

a) Member

There are 3»500 members and each one will take at least
;V'

1 "'®shares of stock in the project ( 1 share= 10 .baht )

The members who raise livestock have to buy their feed 

to the cooperativeo 

bO Board of Directors

They make the cooperative policies in accordance with 

the project operation and make decision on the operation 

policyo

c) Jfenagement staff 

-■ Project Manager

He is responsible far all administration of the project 

and the processing plant. He will look after the 

maintenance. Production schedule and marketing planning 

with the help of technician and marketing office^?,

- Marketing staff . . •

He will take charge of marketing; provides feed raakets 

including helping the mangger for maketing planning, 

r Driver

He will be hired for distribution purpose.

. - Technician

He will be incharge of the operation of'the plant.

- Research staff

He is responsible for research feed.



5o3 Personal Sxpenses and Qualification

Kibd of work No Annurl : 
(baht)

Project Manager 1 5.1,240.

Marketing staff 1 36,600

Technician- 1 36,000

Research staff 1 36,000

Driver 1 26,400

Permanent Worker 2 36,000

Qulufucation Expppiance

College Graduate 5

College or High 2

School Certification 2 

, 2

5»4 Pro.iect ?<Tanagement

The project will be under the management of project 

Manager, and the pro^ss'sing plant is the processing di’/ision 

which, is, one-of the activeties of the cooperative'f It is the 

responsibility of Gener^ Manager.who runs the busiaess 

according to the Board of.birector* policy.
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Financial analysis of tbe project has been keeping the 

following main a sumptions,

1, The project period is 11 year. The plant life is 

10 year.

2 , The construction of plant is in the first, year the 

eleventh year product will be 100 % or full of capacity.

3, To calulafce depreciation cost of the project will 

use strieigh li«e marthod and salvage which has assumed at 

zero at the end of the projecto

4» In the project it will use office and facilities 

exist in the cooperative»

3. The project processing is 240 days in a year,

6,1 Project Host

It is estimated that the cost of the feed mixed mill 

will be ^'3,415,000 baht broken dowh as follows

CHAPTER

FINANCIAL ANALYSIS ’ ■

land and building

Machinery

Other

500,000 baht 

905»000 "

10,000 ”

Total 1,415,000 "

Note: See .Exhibit for tjje break down of project cost '

6,2 -ReQUirmeht pf working capital

Operating yea:
• • 1,

a  ‘ 3' 4 ' 5 6 ,7 8

Working

Capit^.,,

490,000

>

00,000

■ID,
"49o;ooa

^90,000 490,000 ^90,000 i^90.,000 490,OpO ^90>000

]
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Priduction cost per kgs in case of tOO^ of capacity 

utilization is calculated as under ( Appindix H )

Depreciation

Eepreciatibn on the mill and machineiries has been use 

strighline method for 10 yiar operation period® It would be 

171,200 baht a year, ( Appendix ,11)

6o5 Financial Cost

Financial Cost in the project means the cost of Interest

payment, see detail in Appendix 1;3

6.6 Return on Investment

From the assumption above we can calculate net profit 

break even point, benefit-cost analysis and internal rate 

of rerturn.

a) Net Profit

Net.profit at are as follow:

Vi year 331,960 baht

2 fm a r 341,460 ”

3 year 351,863 "

.4 year .. 363,254 ”

b ) ‘ Break even point ^

The break even will be anlysis on the basis of the

production cost in each y4ar from 1 year up to 10 year

year Break even. eguantiies Bresik even. Revenue

.(kgs) (baht)

1. 85,868o33

2 84,379..31 T r

3 82,748.75

6o3 Production Cost

■ 4 80,963,32 .
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c) Cos-t- Benefit Analysis

Tha project has been assumed to use discount rate at 

14 pwffcent, according to the table in appendix the B/C 

ratio is 1,77

• d) Ĵet Present Value (N?V)

The present value of the project at 14 percent is

4,317,892,

eO)Internal Rate of Return

Internal Rate of Return (IRR) of the project is 3ao98^

Ssnsitive Analysi isg 

Xt- WQ assuma-that—  .

40#-in?regiSQ-

T n

ooat-

nnc't

of Raw Mafcmlai^RR "Wili--fee-------—-----^

r^'C

%Q^ de'ereasg"-± r r

COS' j 

Trevg'

ji xiiv^otmenw jLivit wixx' os 

nue ------------------ fBR v.dll bo

*•»—*

■-------

. ^ q 'T - i^ <>a .T»o i3« r a  i  n  m i A  THP wl. l lbe l e s s  than

W fa Tlecreaat! in revenue and—"To / ''^i^crcaos -in oost of 

RaW' material -IRR will--be-less-thaa. ZeZo,

&TsS- Farmej:ia.* Benefits .

■■ It . '



BUDGET

The total project investment cost is  about 1,415*000 taht 

i t  w ill be. covered by longterm loan and Share capital; 

a) fcong term Soan

Loan term Loan is  needed to puchase building 

Machineries, motor -  truck and Development land in and  ̂

other. The total investment cost required 1,415,000 baht 

Vt'ill be concerued by credit long terra,

b) Share Capital

The cooperative w ill collect share capital from 

the members® The. value of share capital id 10 bajjt a 

share, which each member takes about 118 shares so from 

3,500 members it  w ill get share capital 415,000 baht, •

Long term would be borrowed from Bank Agriculture, 

and Agriculture Cooperatives (BAAC) interest rate 9*5 

percent per yearc

The funds of the project would be raised as ■

■ follow:

Soerces Amount(Baht)

Member share ' 415,000

Loan . ' ^t:s000,000

Total 1,415,000

The project has been aSSumld that interest rate of

loan in 8 year repaj’ment is  9,5 percent per yearc

The detail, of year wise budget of the project and

loan repayment schedual. are in appendix 13 )

■ -26-
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Benefit of the project and Recommendations 

8»1 Benefit ?ro.1ect . .

By implementing the project folowing benefits can 

be enumeated.

1o Menber farmers can reduce production cost by 

being supplied with qualified feed in low priceo The' p. 

profect feed mixed mill will be supply feed to farmer 

in the same price• with the shop. In actual marSet as . 

private mills sometime offer discounted price to 

farmers it is difficult to measure benefit returnel to 

farm.erSo

2, ParmBsrs will get indirect benefit resulted from 

restraining large private companies market control by 

their organization.

3. The profect will increase the income of farmers 

concerned by wsing domestec raw materials such as corn, 

by ppoduct of graiinso

4o The profect can help industrialization of the 

project area. It will generate employment in area»

5o The project can help Agricultural Cooperative 

to do busineness related with animal for membe:lP farmer

6o The project cah help A-^ricultural cooperative

the project has strong supported from Cooperative 

Deparment it vri.ll sueced. in Operation .

CHAPT3R snr
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1. At the begining of the operation of project mill. 

The feed mixed mill will gave some competion with the . . 

cooperative and private millso But considering the fact 

that the private mill generally think of the own profit 

and the cooperative have some limitation in marketing 

outlet for farmers, the feed mixed mill should be 

esblished by Agricultural Coops, who can give better 

service to member farmers in remote villages through e 

existing selling outlet arid market share in the province.

2. Goyerment has ref.ued to approve new feed mill 

for regulation of increased conssumption of imported feed 

grains and modernization of feed mill, Certgiinly it has 

got sose good result, but on the other hand it has 

protected the vested interent of existing-mills.. As 

result large companies can control the market by expanding

capacity and merging small feed mills in spite of weak 

economy of scale in feed industry and member farmers have 

been placed at diradavantageous position® ‘ •

8.2 Rensomanendatlons
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Appendix 1

livestock Population in District

jear Chic ken- i^attle .

1980 ■ 72,015 176,000

1981 . 73»000 175,000

1982 72,000 180,000

1983 . 71,000 179,000
*

1984 72,080- 180,000

1985 72,500 185,252

1986 72,800 184,000

1987 73»000 184,000

1988 73,Q00 185,160

1989 73,200 185,000

1990 74,252 185,630
. ■ .A

sottrce; Agriculture District office..
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Appendix 2

Livextock membeiE* in Cooo,

Year . Pig

Head

Chicken

Head

1980 7,500 25,000 .

1981 7,500 26,000

1982 7,600 24,000

1983 7,600 25,000

1984 7,700 26,000

1985 7,600 22,000

1986 7,800 26*000

1987 8,000 27,000

1988 T,'900 26,000

1989 7,900 28,000

1990 8,000 3 0 , 0 0 0

scarce; Credit Section Coops
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Appendix 3

Cooperative Situation ofl Feed Market

fYear Pis

kgs

Chicken 

kgs .

1980 675,000

1981 675,000

198.2 684,000

1983
%

634,000

1984 693,000

1985 684,000

1986 702,000

1987 720,000

1988. 711,000

1989 711,000 1 ' , . •

1990

t

720,000
--------- —-— !_____

source; Marketing Sectiont Coops,
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Appendix 4- 

District Situation of 2eed Market

Year pis

kgs .

Chicken 

kgs .

1980 6,848,350 5,280,000

1981 6,570,000 5,600,000

1982 6,480,000' 5,760,000

1983 6,390,000 . 5,728,000

1984 6,487,200 5,760,000

1985 6,525,000 5,928,064

1986 6,552,000 5,888,000■

1987 6,570,000 ^5,925',120

1989 6,588,000 5,920,000

1990 663,263 5,940,160

source; Marketing District,
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Appendix 5 

Formula Peed

\
K . Item ?ig,

•weigh(5-20kgs:

k.

.Pig

(20-60^gs)

Pig

(50-110kgs)

1 Corn 64,50 80,00 82.70.

2 Refined 1rans -
-

3 Soy’ijean m 3al20,00 12,20 12,00

4 Pish meal
f ■

7.00 . 6.00 3,00

5 Dricacime •

.Pcrfert 1,50 1.20 1,70

6 Sugar . 2oOO
. —

7 Pat 4.00 -

8 •Salt 0.20 0,35 0,35

9 . Erimix 1.00 0.50 0,50

total 100,20 

------ ----------
^00;2'5 100,25

SOURCE ; BOTAG^' COMPANY
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Appendix 7  

Pocessing
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PROJECT STAFF

- 40 - .

Production staff

To Technician 

2« Rerraanent ■

3. Research staff

Person(S) Satary Salary

(Baht/Month) (Baht/year)

1 3,000 36*000

2 3,000 36,000

1 3,000 36,000 108,000

Administrative staff

1o Bro^ect Manager

2, Marketing Staff 

3o Driver

4,270 51,240

3,000 36,000

2,200 26,400 113,640

total 221,640

Note; Acountant from Agriculture coop<



Br/ES'il^lSNT COST

Amount (Baht)

land 3 rais and Development ( 36,GOO+S0,OGO) 86,000 86,000

Building

=. Plant and warehouse (s i lo s ) 20 x 12 364,000

-  S lectrict and water Main symtem and other 50,000 414»OQO

Machiheries

-  Dryer 40,000

-  Crusher 140,000

-  Feed raixidg (Vehicle) 3»000kgs/day 100,000

-  Motor 25,000' . 305,000

-Motor-tank 150,000

-  Motor-truck 450,000 600,000

- 4T -

APPENDIX to,.

Other

— Repairing and malntenaua expense, 10,000 10,000

total investment cost. 1,415,000
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Appendix

Eec'reciation

Depreciation Annual Depreciation Salvage Value

Building, silos, etc 414,000 5^ 20,700 207,000

Machineries 305,000 10% 30,500

Motor and truck 600,000 20% 120^000

•! total 
i----------------------

1,712,000
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Appendix • f 2 '

Member

Eaketing Shannel

Coop ferderation

A

Coop Province

Coops District

1
the farmer
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Appefidix ■; M3

Loan Repayment Schedule

year Principal

outstanding

Annual

repaymen

Interest

9c5

Principal

repayment

■ V

Principal 

- balance

1 1,000,000 ' ■ 195,000 95,000 100,000 900,000
•

2 900,000 195,000 85,500 109,500

1

790,500,

3 790,500 195,000 75,097 119,903 670,597

4 670,597 195,000 63,706 131,294 539,303

5 539,303. 195,000 51,233 143,767 395,536

6 395,536 195,000 37,575 157,425 238,111

7 238,111 195,000 22,620 172,380 .65,731

8 65,731 71,975 6,244 65,731 0

9

*

.10

-
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VJl CD. VĴ VO . vjt O o o

1 t «) ■»e «• VO « 2 ^
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A p p en d ix  18

Year . Tfivest-'ment
. . . . .

C ^ s h

In^iow
Salvage

N S T

CAsh Plow

0 1,415,000
V

 ̂i  - -  V/ , -1,415,000

1 598,060 598,160

2 -  , 598,160 598.160

3 »  - . ■ 598,160 . 593,160

4 598,160 593,160

5 598,160 598,160

6 e o o y o o o 598pl60 - 1 , 8 4 0

7 - 598,160 593,160

8 - 598,160
♦

598,160

9 , 598,160 598,160

10 - 598,160 207,000 SS5.160 ^
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AC KXn'OWL k d g e m e n t

I  w o u l d  l i k e  t o  e x p r e s s  my s i n c e r e  a p p r e i r a t i o n  

cjnd p r o f o u n d  g r a t i t u d e  t o  t h e  f o l l o w i n g  p e o p l e  a n d  i n s t i t u t i o n s  

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

p r o g r a m  p r o p o s a l  a s  w e l l  a s  my t r a i n g  c o u r s e ;

T o  P r o f e s s o r s  i n  I I M  a n d  M r .  M . V . M a d a n e  . 

p r o j e c t  d i r e u t o r ■ f o r  t h e i r  v a l u a b l e  t e a c h i n g -  s u g g e s t i o n s ,  

a s s i s t a n c e  a n d  m o r a l  s u p p o r t  ' d u r i n g  my t r a i n i n g  c o u r s e  i n  

N e w  D e l i .  I n d i a ;

T o  t h e  I n t e r n a t i o n a l  C o o p e r a t i v e  A l l i a n c e  [ I C A ]

f o r  g r a n t i n g  me  t h e  s c h o l a r s h i p  i n c l u d i n g  f i n a n c i a l  s u p p o r t

f o r  t h i s  t r a i n i n g  c o u r s e :

I  w o u l d  l i k e  a l s o  t o  t a k e  t h i s  o p p o r t u n g t y  t o  

e x p r e s s  my s p e c i a l  t h a n k  a n d  d e e p  a p p r e c i a t i o n  t o  t h e  B o c i r d  

o f  D i r e c t o r s  o f  M P A C L .  t h e  g o v e r n m e n t  o f f i c e r s  a t  t h e  P h i c h i t  

P r o v i n c i a l  C o o p e r a t i v e  Q f f i c e  a n d  M e u n g  -  P h i c h i t  D i s t r i c t  

C o o p e r a t i v e  O f f i c e ,  a n d  s t a f f  o f  t h e  C o o p e r a t i v e  L e a g u e  o f  

T h a i l a n d ,  f o r  t h e i r  m o r a l  s u p p o r t  a n d  e n c o u r a g e m e n t .

S u r i y a  T h u m m e v a r o  

F e b .  1 9 9 0



1.  P h i c h i t  p r o v i n c e *  i s  o n e  oi '  74 p r o v i n c e s  i n  T h u i i . m d  

w h i c h  i s  l o c a t e d  i n  t h e  n o r t h  o f  t h e  c o u n t r y .  I t  i s  531 

k i l o m e t r e s  f a r  a w a y  f r o m  B a n g k o k .  T h e  t o t a l  a r e a s  i s  a b o u t  4 5 3 . 0 1 4  

s q u a r e  k i l o m e t r e s . A t  p r e s e n t ,  t h e  p r o v i n c e  i s  d i v i d e d  i n t o  8 

d i s t r i c t s ,  n a m e l y ;

1 .  M e u n g  d i s t r i c t

2 .  P h o p r a t a p c h a n g  d i s t r i c t

3 .  S a m n g a m  d i s t r i c t

1
4 .  B a n g m u l n a r k  d i s t r i c t

5 .  T h a p k h o r  d i s t r i c t

6 .  T a p a n h i n  d i s t r i c t

7 .  P h o t a l a  d i s t r i c t

8 .  W a n g s a i p o o n  d i s t r i c t

2 .  T h e  t o t a l  p o p u l a t i o n s  o f  t h e  p r o v i n c e  i s  c o m p r i s e d  

w i t h  2 9 0 . 1 0 5  me n  a n d  3 4 0 . 3 0 1  w o m e n  t o  t o t a l l y  6 3 0 . 4 0 6  p e r s o n s .

O u t  o f  6 3 0 . 4 0 6  p e r s o n s ,  t h e r e  a r e  4 0 9 . 7 6 3  p e r f o n s  o r

t

a b o u t  6 5  p e r c e n t s  l i v e  i n  t h e  r u r a l  a r e a s  a n d  e n g a g e  i n  

a g r i c u l t u r e .  T h e  t o t a l  a g r i c u l t u r a l  l a n d  i s  a p p r o x i m a t e l y  

7 - 9 9 0 . 7 8 3  r a i  [  1 r a i  i s  e q u a l  t o  0 . 1 6  h e c t a r e ]  w h i c h  i s  d e v o t e d  

t o  e i c e  a r e a s  5 . 7 9 3 . 6 5 3  r a i s -  f i e l d  c r o p s  8 9 3 . 6 4 5  r a i s  

a n d  f r u i t  t r e e s  1 . 3 0 3 . 4 8 5  r a i s .  H o w e v e r ,  w i t h  r e g a r d  t o  t h e

C H A P T E R  I

S U M M A R Y



t o t a l  a g r i c u l t u r a l  l a n d ,  t h e r e  a r e  o n l y  '1 ,1 9 8 . 6 1  7 r a i s  o r  a b o u t  

15  p e r c e n t s  a c c e s s  t o  w a t e r  f r o m  i r r i g a t i o n  p r o g r a m m e .

3 ,  T h e  M e u n g  P h i c h i t  A g r ^ i c u l t u r a l  C o o p e r a t i v e  L i m i t e d  ^  

[ M P A C L ]  i s  n o w  c o m p o s e d  o f  4 3  g r o u p s  d i s t r i b u t i n g  a l l  

o - v e r  M e u n g  d i s t r i c t  i n  1d 5  T u m b o l  [ d i s t r i c t  c a n  c o m p a r e  w i t h  

a  s m a l l  c i t y  o r  b i g  t o w n  w h i l e  T u m b o l  c a n  c o m p a r e s  w i t h  s m a l l  

t o w n .  I n  T h a i l a n d  T u m b o l  i s  a  s u b -  d i s t r i c t  ] .  T h e  t o t a l  

m e m b e r s  a r e  9 5 0  p e r s o n s  o r  f a m i l i e s .  M o s t  o f  m e m b e r s  a r e

I**

e n g a g e d  i n  a g r i c u l t u r e  e s p e c i a l l y  p l a n t i n g  e i c e .  T h e  

a g r i c u l t u r a l  l a n d  o f  t h e  m e m b e r s  i s  a b o u t  2 8 . 5 7 2  r a i s ' .  O u t  o f  

2 8 . 5 7 2  r a i s -  t h e r e  a r e  o n l y  5 . 4 2 8  r a i s  o r  a b o u t  1 9  p e r c e t s  

l o c a t e d  i.n i r r i g a t i o n  a r e a s  a n d  t h e  r e m a i n i n g ,  t h e  m a j o r i t y  

i s  l o w  l a n d .  E v i d e n c e  c l e a r l y  i n d i c a t e d  t h a t  t h e r  i s  o n l y  

i r r i g a t e d  a r e a s  w h e r e  m e m b e r s  c a n  p r o d u c e  r i c e  t w i c e  a  y e a r .

W i t h  i r e g a r d  t o  r i c e  p r o d u c t i o n ,  t h e  t o t a l  p r o d u c t i o n  i s  a v e r a g i n g  

6 . 5 1 7  t o n s  a  y e a r  w h i c h  i s  c l a s s i f i e d  t o  f i r s t  r i c e  a n d  

s c e o f t d  r i c e  a b o u t  4 . 3 4 5  a n d  2 , 1 7 2  t o h s .  r e s p e c t i ’v e i y .

D u s  t o  th. i  s  a m o u n t  o f  p r o d u c t ,  m o s t  o f  t h e m  a r e  s o l d  t o  l o c a l  

m e r c h a n t s  a n d  l e f t  a  f e w  t o  b e  s o l d  t o  c h e  M i-A C t. .  prfc>i;J.efri

♦

f a c e d  w i t h  t h e  m e m b e r s  a s  w e l l  a s  o t h e r  f a r m e r s  i s  l o w  l e v e l



o f  p j  o d u c l  p r l c o  i n  M p L l e  o f  ,.i n u m h i ' r  o f  p r o  j c ' c i  t! <ind p r u c t f x n

4

w e r e '  d e s i g n e d  t o  a d d r e s s  t h i s  p r o b l e m ,  i n  e a c h  y e ^ r .

4 .  W i t h  r e c o g n i t i o n  t o  t h i s  p r o b l e m ,  t h e  M P A C L  h a s  c l e a r l y  

e m p h a s i z e d  i n  i t s  p o l i c i e s  t h a t  t h e  c o o p e r a t i v e  w i l l  e n c o u r a g e  

l ; h o i r  m e m b e r s  t o  c h a n g e s  t h e  p r o d u o t i o n  n a t t f i r n  p l n n i . i t w

o n l y  r i c e  t o  i n t e g r a t e d  f a r m i n g  s y s t e m .  T h i s  w i l l  r e d u c e  t h e  

m e m b e r s '  r i s k s  f r o m  l o w  l e v e l  o f  p r o d u c t  p r i c e  a s  w e l l  a s  

u n c e r t a i n t y  f r o .  n a t u r e  a n d  o t h e r s .  I n  a d d i t i o n  t h e  M PA C L  

w i l l  a l s o  d o  t h e i r  b u s i n e s s  c o m p l e t e l y  s t a r t i n g  f r o m  p r o c u r e m e n t  

o f  f a r m  s u p p l i e s  a n d  d a i l y  u s e d  i t e m . 5  a s  w e l l  a, «  a g r i c u l t u r a l  

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

m e m b e r s .  I m p r o v e m e n t  o f  l a n d  l e v e l l i n g ,  w a t e r  . m a n a g m e n t  

a n d  t r a i n i n g  o f  r e l a t e d  l e n o w l e d g e  a r e  a l s o  i n c l u d i n g .

M o r e o v e r ,  t h e  M PA C L  w i l l  e x t e n d  t h e  a c t i v i t i e s  t o  i c l u d e  t h e  

a s s e m b l i n g  o f  m e m b e r s  p r o d u c t s .

7

H o d w e v e r .  i n  o r d e r  t o  i m p l e m e n t  a l l  t h e s e  a c t i v i t i e s ,  

i t  i s  i m p o r t a z n t  t o  t r a i n  t h o s e  o f  m e m b e r s  t o  p o s s e s s  

e n o u g h  a n d  a p p r o p r i a t e  k n o w l e d g e  a n d  t h e  r i g h t  a t t i t u d e ,  f i r s t .



5 .  R e g a r d i n g  t h e  i n t e g r a t e d  f a r m i n g  p r o g r a m  w h i c h  w i l l  

b e  i m p l e m e n t e d  i n  t h e  M PA CL  - o n e  o p e r a t i o n a l ,  a r e a s  f o r  o n e

w i l l  b e  c o m p o s e d  o f  10  r a i s -  T h e  a r e a s  w i l l  b e  u t i l i z e d  a s  f o l I o v ; i n g

, - 1 .  r a i s  d w i i l  b e  d e v e l o p e d  t o  b e  f a r m  p o n d  f o r  

r a i s j n g  v a r i o u s  k i n d  o f  f i s h  [  a r o u n d  3 . 0 0 0  f i s h  ] a s  w e l l  a s  

u t i l i z i n g  i n  p l a n t i n g  a n d  r a i s i n g  o f  c a t t l e s .

-  T h e  r e m a i n i n g  [ 9 r a i s  ]  w i l l  b e  d o v o t e d  t o  p l a n t i n g  

r i c e ,  f i e l d  c r o p s  a n d  f r u i t  t r e e s  a s  w e l l  a s  r a i s i n g  

o f  c a t t l e s .

6 .  P r o g r a m  c o m p o n e n t s

6 . 1  M X ^ m b e r s  w h o  w i l l  p a r t i c i p a t e  i n  t h e  p r o g r a m

i s  e q u a l  t o  8 6  p e r s o n s  o r  f a m i l y .  T h e y  w i l l  b e  o r g a n i s e d  

i n t o  . t w o  g r o u p s .  •

6 . 2  I n v o l v i n g  a g e n c i e s  a r e  c o m p r i s e d  w i t h :

1 .  D i s t r i c t  O f f  . i c e

2 .  D i s t r i c t  F i s h e r y .  O f f i c e



3 .  D i s t r i c t  A g r i c u l t u r a l  O f f e c e

4 .  D i s t r i c t  C a t t l e  O f f i c e

5 C o o p e r a t i v e  E n g i n e e r i n g  C e n t r e  [  N O . 6  ]

6. The MPACL

7 .  P r o v i n c i a l  C o o p e r a t i v e  O f f i c e

8 .  D i s t r i c  C o p e r a t i v e  O f f i c e

6 . 3  I n v e s t m e n t  c o s t  i s  t o t a l l y  a m o u n t i n g  - ' t o

3 - 4 4 0 . 0 0 0  b a h t s  [ 1 u s  =  2 5  6  ]  T h e r e  a r e :

«

1 .  L a n d  l e v e l l i n g  i n v e s t m e n t  f o r  8 6  f a m i l i e s  i n  

o p e r a t i o n a l  a r e a s  8 6 0  r a i s  o f  a b o u t  2 . 5 8 0 . 0 0 0  b a h t s  i

[ c o s t  f o r  o n e  f a m i l y u  i s  a b o u t  3 0 - 0 0 0  b a h t  ]

2 .  I n v e s t m e n t  f o r  p r o c u r e m e n t  o f  s e e d  . f i s h -

c a t t l e s  a n d  o t h e r s  o f  a b o u t  8 6 0 . 0 0 0  b a h t s  [ c o s t  f o r  o n e

f a m i l y  i s  a b o u t  1 0 . 0 0 0  b a h t s  ]

T o t a l  B u d g e t  t o  b o  . i n v e s t e d  i n  t h i s  p r o g r a m e  w i l l

b e  o b t a i n e d  b y  u s i n g  t h e  MPACi.,  ' s  f u n d s ,

6 - 4  T h e  p r o g r a m  d u r a t i o n  i s  5 y e a r s .  ,



■ .5"
1 ]  P a y b a c k  p e r i o d  =  ^  y e a r s

2 1 .  I R R  =

3 . 3 r
- .3 ] .  BCR =

7 2 ,7 ^ 5
4 J .  N P V  =. b a h t s

7 .  P r o g r a m  B e n e f i t s

7 . 1  M e m b e r s  c a n  d o  t h e i r  - f a r m s  . b o t h  p l a n t i n g

a n d  r a i s i n g  o f  c a t t l e s  a n d  o t h e r s  b y  e f f e c t i v e n e s s  t h r o u g h o u t ,  

t h e  w h o l e  y e a r .

7 . 2  M e m b e r s  c a n  e a r n  m o r e  i n c o m e  w h e n  w e  a r e  

c o m p a r i n g  w i t h  w i h t o u t  p r o g r a m .

6.5 T h e  f i n a n c i a l  analysi.-? is as f o l l o w i n g ;



S o  T a b l e  c o m p a r i s i o n  i n c o m e  p r o j e c t  a n d  p r o d u c t  p a d d y  

a n d  c o s t  p r o d u c t i o n .  T h e  p r o j e c t  m e m b e r  h a v e  H i g h  i n c o m e  

1 2 8 4  b a h t  p e r  r a i  a n d  m e m b e r  l o w  r i s h .  T h e  p r o j e c t  n o t  

p r o b l e m  m a r k e t  . B u t  p r o d u c t i o n  p a d d y  h a v e  p r o b l e m  l o w  p r i c e  

a n d  m a r k e t .



C H A P T E R  II

BACKGROUND

T h a i l a n d  i s  a l r e a d y  w e l l  -  k n o w n  a s  a g r i c u l t u r a l  c o u n t r y .

T h i s  i s  b e c a u s e ' . o f . u p  t o  n o w .  m o r e  t h a n  a  h a l f  o f  p o p u l a t i o n

s t i l l  e n g a g e d  i n  a g r i c u l t u r e  e s p e c i a l l y  i n  p l a n t i n g  r i c e .

I n  a d d i t i o n  . T h a i l a n d  i s  t h e  f i r s t  e x p o r t e r  o f ' r i c e  f o r  a  l o n g

t i m e .  T h i s  i s  d u e  t o  t h e  s t r o n g  s u p p o r t  o f  g o v e r n m e n t  i n  a g r i c u l t u r e

t h r o u g h  v a r i o u s  k i n d  o f  p r o j e c t s  a n d  p r o g r a m s f .  H o w e v e r ,

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

m a r k e t  p r i c e  a n d  o t h e r  r e l a t e d  f a c t o r s  s u c h  a s  l a c k  o f  e n o u g h

b u d g e t  a n d  g o o d  c o o p e r a t i o n  a m o n g  i n v o l v i n g  a g e n c i e d . t h e r e f o r e

h a v e  r e s u l t e d  T h a i  f a r m e r s  t o  s u f f e r  f r o m  a  n u m b e r  o f  p r o b l e m s

l i k e  l o w  p r i c e  o f  p r o d u c t s ,  l o w  i n c o m e  a n d  l o d w  I w . - e l  o f

s t a n d a r d  o f  l i v i n g .

I n  o r d e r  t o  s o l v e  t h e s  p r o b l e m s  t o  b r i n g  a b o u t  t h e  

w e l l  -  b e i n g  f o r  T h a i  f a r m e r s -  t h e  i n t e g r a t e d  f a r m i n g  p r o g r a m  

i s  h i g h l y  r e c o m m e n d e d .

©



T h i s  i s  d u e  t o  t h e  f a i t  t h a t  i n t e g r a t e d  f a r m i n g  c a n  

r e d u c e  a g r i c u l t u r a l  r i s k s  a n d  e n a b l i n g  f a r m e r s  t o  g e t  m o r e  i n c o m e .

\V

A R E A  O F  P R O J E C T  . - '

J h e  i n t e g r a t e d  f a r m i n g  p r o g r a m  w h i c h  w i l l  b e

u n d e r t a k e n  b y  t h e  M PA C L  i s  d e s i g n e d  t o  i m p l e m e n t  a t  T u m b o l  M e u n g  -

K a o w  a n d  T u m b o l  R o n g c h a n g  i n  M e u n g  D i s t r i c t ,  P h i c h i t  P r o v i n c e .

S o m e  b a s i c  d a t a  o f  t h e  i m p l e m e n t i n g  a r e a s  a r e  a s  f o l l o w i n g :
/

I .  T u r n b a l  M e u n g  - K a o w  i s  c o m p o a e d  o f  6 v i l l a g e . s .

T h e  t o t a l  p o p u l a t i o n  i s  a b o u t  5 . 2 7 0  p e r s o n s  [ 1 - 0 1 5  f a m i l i e s  ] . '

O u d t  o f  5 . 2 7 0  p e r s o n s ,  t h e r e  a r e  2 - 5 0 3  me n  a n d  2 , 7 6 7  w o m e n

T h e .  t o t a l  a g r i c u l t u r a l  l a n d  i s  a p p r o x i m a t e l y  1 1 9 , 3 0 9

r a i s  w h i c h  is d e v o t e d  t o  r i c e  a r e a s  a b o u t  1 1 5 . 9 4 3  r a i s .

H o w e v e r ,  t h e  i r r i g a t i o n  a r e a s  i s  t h i s . t a m b o n  i s  o n l y  1 5 . 9 4 3  r a i s .

t
I n  a d d i t i o n ,  th e r . c  a r e  1 0 2  f a r m e r s  /  f a m i l i e s  w h o  a r e  p l a n t i n g ^ t o  

r e g i s t e r  a s  M P A C L  ' s  m e m b e r s .

2 .  T u m b o l  R o n g c h a n g  i s  a l s o  c o m p r i s e d  w i t h  6 

v i l l a g e s . .  T h e  t o t a l  p o p u l a t i o n  i s  a b o u t  5 , 3 3 9  p e r s o n s  ^ 1 , 0 3 1



f a m i l i e s  ] .  T h e y  a r e  c o m p r i s e d  w i t h  2 . 6 2 2  men  a n d  2 , 7 1 7  womem.

T h e  t o t a l  a g r i c u l t u r a l  l a n d  i s  a b o u t . 1 3 5 , 1 7 0  r a i s  w h i c h  i s  d e v o t e d  

■ t o  p l a n t i n g  r i c e  . 1 2 8 . 9 2 6  r a i s .  T h e  i r r i g a t e d  a r e a s  i s  

c i p p r o x i i n a t e l y  1 5 . 0 1 8  r a i a .  I n  r e l a t i o n  t o .  t h e  M P A C L ,  

t h e r e  a r e  2 4 3  f a m i l i e s  w h o  a r e  p l a n t i n g  o f  a b o u t  4 , 8 6 0  r a i . ' s  

t o  r e g i s t e r  a s  M PA C L  ' s  m e m b e r s .  ^

R e g a r d i n g  t h e  MP A CL  ' s  m e m b e r s  i n  t h e s  tv.’o  t u m b a l ,

m o s t -  o f  t h e m  . c a n  p r o d u c e  r i c e  t w i c e  a  y e a r .  T h e  r i c e  p r o d u c t i o n  i n

1 9 9 0  i s  a i i i o u n t i n g  t o  3 . 6 5 0  t o n s  f o r  t h e  f i r s t  r i c e  a n d  a b o u t

2 . 1 7 2  t o n s  f o r  t h e  s e c o n d  r i c e  w h i c h  i s  a v e r a g i n g  5 0 0  k i l o g r a m s

p e r  r a e .  T h i s  i s  c o m p a r i n g  t o  t h e  c o u n t r y  ' s  a v e r a g i n g

[ a b o u t  3 0 0  k i l o g r a m s  p e r  r a i s  ]  t h e  r e s u l t  i s  a u e p t a b l e .  ( .  ^

Ik

H o w e v e r -  t h e  s t a r t i n g  o f  t h i s  p r o g r a m  w i l l  b e  i n c l u d e d  

o n l y  8 6  m e m v e r s  w i t h  a g r i c u l t u r a l  l a n d  a b o u t  8 6 0  r a i s .  T h i s  w i l l ,  

i m p l e m e n t e d  a s  a  p i l o t  p r o g r a m  w h i c h  w i l l  b e  r e p l i c a t e d  t o  

o t h e  a r e a s  a l l  o v e r  t h e  c o u n t r y  i n  t h e  l a t t e r .

0̂



P R O B L E M S  F A C E D  BY  F A R M E R S

■ I t  i s  g e n e r a l l y  r e c o g n i z e d  t h a t  f a r m e r s  v ;ho  p r o d u c e  r i c e  

a r e  s t i l l  f a c i n g  w i t h  a  m e m b e r  o f  p r o b l e m s ^  T h o s e  o f  p r o b l e m s  

a r e  cis f o l l o w i n g  ;

1 .  U n c e r t a i n t y  o f  n a t u r e

D r o u g h t  a n d  f l o o d  a r e  e x a m p l e s  o f  p r o b l e m s  f r o m  

n a t u r e  w h i c h  a r e  e n c o u n t e r e d  b y  T h a e  f a r m e r s  i n  n e a r l y  e v e r y  

y e a r .  T h i s  r e s u l t s  a g r i c u l t u r < i l  o c c u p a t i o n  b e c o m i n g  m o r e  r i s k y .  

T h e  r e a s o n  i s  t h a t  a g r i c u l t u r e ,  e s p e c i a l l y  p l a n t i n g  r i c e , '  

i n  T h a i l a n d  i s  m o s t l y  d e p e n d e d  u p o n  n a t u r e  w a t e r  r e s u l t i n g  

f r o m  i n s u f f i c i e n t  i r r i g a t e d  s y s t e m .

2 .  P r o b l e m s  r e l a t e d  t o  g o v e r n m e n t

A l t h o u g h  t h e  g o v e r n m e n t  h a s  s t r o n g l y

»sh£3 m-uej i -af t ia t o  a d d r e s s  t h o s e  o f  p r o b l e m s  

F A CE D  BY  T H E  F A R M E R S .  BUT  M O S T ' O F  THEM AR E  F A I L U R E  DUE T O  A

m e m b e r  o f  r e l a t e d  f a c t o r s  s u c h  a s  i n a d e q u a t e  c p i t a l  a n d  r a e t e r i a l s

a s  w e l l  a s  i n s u f f i c i e n t  p o l i e i e s  a n d  l o w  l e v e l  o f  c o o r d i n a t i o n .



"  T h e  P r o d u c t i o n  C r e d i t  a n d  M a r k e t i n g  L i n k a g e  P r o g a m  f o r  R i c e  " 

o f  t h e  C o o p e r a t i v e  P r o m o t i o n  D e p a r t . e m t  f C P D  ] f o r  e x a m p l e ,  

r e c e i v e d  g o v e r n m e n t  b u d g e t  o n ] y  7 5 0  m i l l i o n  b a h t s  i n  1 9 9 0 .

R e g a r d i n g  t h i s  a m o u n t  o f  m o n e y ,  i t  c a n  b e  u s e d  t o  c o o e c t  m e m b e r s  ' p a d d y

*
b y  m a x i m u m  o n l y  a b o u t  2 0 0 . 0 0 0  t o n s  . T h i s  c o m p a r e  w i t h  t o t a l  

m e m b e r s  ' p r o d c u c t i o n  a b o u t  5 - 7  m i l l i o n  t o n  o f  p a d d y , ,  i t  i s  

s t i l l  f a r  a w a y  f r o .  t h e  f i n a l  t a r g e t .

. 3 .  O t h e r  r e l a t e d  p r o b l e m s

P r o b l e m  f r o m  d i s e a s e s  a n d  i n s e c t s  i s  a n o t h e r  f a c t o  

d w h i c h  i s  p r e v e n t i n g  f a r m e r s  f r o .  e f f e c t i v e  c u l t i v a t i o n  a n d  

t h e r e f o r e ,  r e s u l t i n g  t h e m  i n  l o w  i n c o m e  l e v e l .

T h e  o t h e r  p r o b l e m s  a r e  d u e  t o  t h e  k n o w l e d g e  a n d  a t t i t u d e  o f  

f a r m e r s  a n d  s o  o n .  ')

\
\2. .



C H A P T E R  III

P R O J C E T  O B J E C T I V E S

1 .  T o  r e d u c e  r i c e  p l a n t i n g  a r e a s .

C
2 .  T o  e n c o u r a g e  f a r m e r s  [  m e m b e r  ] i n  a d o p i n g  n e w  

a g r i c u l t u r a l  t e c h n o l o g i e s  t o  e n a b l i n g  t h e m  b e  a b l e  t o  o f f a i r  m o r e  

p r o d u c t i o n  a n d  m o u e  i n c o m e .

3 . T o  r e d u c e  a g r i c u l t u r a l  r i s k s  f r o m  p l a n t i n g  m o n o  -  c r o p .

4 .  T o  e n c o u r a g e  f a r m e r s  t o  u t i l i z e  t h e  a g r i c u l t u r a l  l a n d  

t h r o u g h o u t  t h e  w h o l e  y e a r  b y  e f f e c t i v e n e s s .

5 .  T o  r a i s e  t h e  f a r m e r s '  i n c o m e  a s  w e l l  a s  " f h e i r  s t a n d a r d

o f  l i v i n g .

6 .  T o  r e d u c e  s e a s o n a l  u n e m p l o y m e n t  a f t e r  h a r v e s t  s e a s o n .



N E E D  A N D  J U S T I F I C A T I O N  P R O J E C T

1 .  P r o c u u e n m e n t

T h e  p r o j i c t  w i l l  p r o c u r e  l i k e  d e m o n s t r a t i o n  p r o j e c t  

t o  p r o c u r e  m a t e r i a l  a n d  e q u i p m e n t  f o r  t h e  p r o k e c t  w i l l  b e  

c o l l a b o r a t e d  w i t h  e v e r y ,  a g e n c i e s  a s  m e n t i o n e d  b e c a u s e  o f  

e a c h  a g e n c y  i s  r e s p o n s i b i l e t y  w i t h  e q u i p m e n t ,  t o o l  a n d  o t h e r s  

w h i c h  r e l a t e d  t i s  p r o j e c t .

P r o j e c t  p r o c u i ' e m e n t  o f  t h e  c o o p e r a t i v e  i s  s t a r t e d  f o r

m e m b e r  k n o w i n g  t h e  p r o b l e m s  a n d  t h e  f a e c t  o f  p a d d y  p r o d u c t i o n .

T h e  f a r m e r  m e m b e r s ,  t h e r e f o r e ,  w h o  s u c c e s s f u l r i n  p a r t i c i p a t i n g

t h e  p r i j e c t  s h a l l  b e  c h a n g e d  o p e n i o n  a n d  a t t i t u d e  o f  m e m m b e r .

T

T h e  r e s u l t  w i l l  b e  s u b m i t t e d  t o  e v e r y  a g r i c u l t u r a l  c o o p e r a t i v e s  

i n  P i c h i t  p r o v i n c e  t o  u n d e r t a k e  t h e  p r o j e c t  a n d  w i l l  d i s t r i b u t e  

t o  a g r i c u l t u r a l  c o o p e r a t i v e s  i n  o t h e r  p r o v i n e c s  n e a r  b y  C e r t a i n l y ,  

s u c c e s s f u l  o f  t h e  p r o j e c t  i s  a l l  m e m b e r s ,  c a n p r o c u r e  t h e i r

2 .  M a r k e t i n g

M a r k e t  o f  p r o j e c t  p r o d u c e  s e c t i o n  i . e .  p a d d y ,  v e g e t a b l e  

a n d  o t h e r  a n i m a l s  h a s  n o  p r o b l e m  f o r  . v . a r k e t i n g  . b e c a u s e  w e  c a n  

c o n s u m e  i n  d a i l y  l i f e  a n d  t h e  l o c a l  m e r c h a n t  w i l l  p u r c h a s e  d i r e c t



f r o m  t h e  p r o j e c t  a r e a .  T h e  c o o p e r a t i v e  w i l l  s e r v e  t h e i r  m e m b e r  

i n  b a r g a i n i n g  a n d  s e l l i n g .  I f  t h e  m e m b e r s  a r e  n o t  s a t i s f i  

t h e  p r i c e ,  t h e  c o o p o r a l . i v e  w i l l  t a k e  t h e i r  i p r o d u c t s  i . e .  v e g e t d b l  

f r u i t s  a n d  f i s h e s  s e l l i n g  t o  n e a r  b y  p r o u i n c e  s u c h  a s  P i t s a n u l o k e  

k p r o v i n e c ■ w h e r e  i s  t h e  c e n t r a l  m a r k e t  c e n t r e  s u p p l y  v e g e t a b l e  

f r u i t  a n d n  a n i m a l  i n  Z o n e  5 o f  N o r t h e r n  p r o v i c e s .  F a i r  p r i c e  i n  

p u r c h a s i n g  a n d  s e l l i n g  b e c a u s e  i t  i s  t h e  c ' e n t i ' a . l  m a r k e t  w h e r e  t h e  

m e r c h a n t  f r o m  o t h e r  p r o v i n c e  s  c o m e  t o  p u r c h a s e  a g r i c u l t u r a l  

p r o d u c t  b y  a u c t i o n -

A s  f o r  t h e  c o i n a p r a t i v e  p r i c e  m e n t i o n e d  a b o v e  i s  t h e  

p r i c e  w h i c h  c a n  s e l l  i n  l o c a l  m a r k e t .

3 .  T r a n s p o r t a t i o n

T r a n s p o r t a t i o n  o f  p r o d u c t i o n  o r  i n f o r m a t i o n  s e r v i c e s  

f o r  m e m b e r  v jho  p a r t i c i p a t e  t h e  p r o k e c t . - t h e  c o o p e r a t i v e  c a n  

s e r v e  w i t h  T h e  c o n v e n i e n t  t r a n s p o r t a t i o n  o f

H i g h w a y  o f  t h e  p r o v i n c e  f r o m  c o o p e r a t i v e  s o c i e t y  o f f i c e  t o  

p r o j e c t  d i s t r i c t  a b o u t  7 k m s . a n d  t h e  r o a d  f r o m  H i g h w a y  t o  p r o j e c t  

p r o j e c t  a r e a  a p p r e x i m a t S e i y u  4 - 5  kms  T h e  c o o p e r a t i v e  ha:3 1 m e d i u m  

t r u c k  f o r  t r a n s p o r t  p r o d u c t s  a n d  t h e  m e m b e r s  w h o  p a r t i c i p a t e  

t h e  p r o j e c t  h a v e  t h e i r t  o w n  p i c h  u p  t r u c k  f E -  t a n  3 f o r  

a g r i c u l t u r a l  p r o d u c t s .  I n  c a s e - o f  l a r g e  a m o u n t  o f  p r o d u c t i o n  

t h e  c o o p e r a t i v e  w i l l  b e  a v l e  t o  r e n t , l o n g  f o r  m e m b e r s  s e r v i c e s .



D e t a i l s  o f  O p e r a t i o n

F o r  p r o j i c t  e x p e c t  t o  f a r m e r s  o f  p a r t i c i p a t e  

P r o j i c t .  p r o m o t i o n  o f  f a r m e r s  c o o p e r a t i o n  w i t h  G o v e r m n e n t  

s u p p o r t  O p e r a t i o n  o f  P r o j e c t ,  g o v e r n m e n t  s u p p o r t  q e t  

t V d . n i n g  t o  f a r m e r s .  T r a i n i n g  o f  f a r m e r s  o n  o p e r a t i o n  

a n d  c o o p e r a t i o n  w i n h  g o v e r n m e n t  a n d ,  a n d  a g r i c u l t u r a l  

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

o t h e r  f a r m e r s  a n d  m a n y  a r e a s .  T h e  f u n c t i o n  o f  g o v e r m e n t  

s u p p o r t s  a n d  a g r i c u l t u r a l  c o o p e r a t i v e  :

T .  A g r i c u l t u r a l  C o o p e r a t i v e :  s u p p o r t  f u n d  o f  

p r o j e c t  a n d  s e t  g r o u p  f a r m e r s .

2 .  D i s t r i c t  O f f i c e r  : s u p p o r t  t h i s  p r o j e c t  t o

g o v e r m e n t  ^  .

,#

3 .  K a s e t  A  ) 1 f  t e a c h  g r o u p  f a r m e r s  w i t h  n e w

t e c h f i ^ i c a l  o f  p l a n t .  ,

- 4 . P r a m o n g  A m p h u r :  g a v e  f i s h  t o  g r o u p  f a r m e r s .

5 .  P r a s U s a i ' t  A t l i phu r  : t a k e  c a r e  o f  g r o u p  

f a r m e r s  a b o u t  a n i m a l ' s .

S o  t h a t ,  t h i s  p r o j t p c t  h a v e  p r o m o t i o n  o f  f a r i T i e r s .

c o o p e r a t i o n  w i t . h  g o v e r n m e n t  a n d  h a v e  d i v i d e  f u n c t i o n  o f  

g o v e r n m e n t  s u p p o r t .  T h e  m e e t i n g  o f  g o v e r n m e n t  s u p p o r t  h a v e

!b



C H A P T E R  I V  

D E T A I L  OF  O P E R A T I O N

4 - 1  C a p a c i t y  o f  t h e  p r o j e c t  :

T h e  p r o j e c t  w i l l  b.e i m p l e n i e n t e d  i n  2 m e m b e r  g r o u p s  

w i t h  8 6  m e m b e r s  . T h e  p r o j e c t  w j l j  C Q u e r  t h e  a r e a  o f  8 6 0  r a i s  

T h e  m e m b e r s  a r e  f r e e  t o  s e l e c t  t h e  m o d e l  o f  m i x  f a r m i n g  a c c o r d i n g  

t o  t h e i r  n e e d .

4 . 2 .  L o c a t i o n

T h e  m i x  f a r m i n g  p r o j e c t  o f  M i i a n g  P i c h i t  A g r i c u l t u r a l  

C o o p e r a t i v e  l t d .  w i l l  b e  l o c a t e d  i n  R o n g c h a n g  v i l l a g e  c o v e ^ r  i n  

t h e  a r e a  o f  4 6 0  r a i s  a n d  M u a n g  K a o  v i l l a g e  v o r e r  i n  t h e  a r e a  o f  

4 0 0  r a i s

4 . 3 .  Mai .n  P r o d u c t  s

' T h e  a v e r a g e  f a r m  l a n d  f o r  e a c h  m e m b e r  i s  a b o u t  

10  r a i s -  T h e  m a i n  p r o d u c t i o n  w i l l  e m p h a s i z e  a n  a n i m a l s  s u c h  a s  

f i s h  c u l t u r e  a n d  p i g  r a i s i n g  . ' T h e  f a r m i n g  w i l l  e m p h a s i z e  o n  c a s h  

c r o p  s u c h  a s  b a n a n a .  P a p a y a  s t r i n g  b e a n  a n d  t o m a t o  a s  w e l l  a s



m a m g o .  p o m e l o  a n d  c o c o n u t .  T h e  f a r m  l a n e l  f o r  m i x  f a r m i n g  w i l l  n o t  

g r o w  p a d d y .

4 . 4  P r o c e s s i n g

T h e  p r o j e c t  w i l l  s t a r t  w i t h  2 p i l o t  g r o u p e  o f  8 6

niei i i l )ej ' .s . A s  s 6 o n  u s  t h e  p r o j e c t ,  c i c c o i i i p l  ,i s h e d  w i L h i n  5 y e a r s ,  t h e

c o o p e r a t i v e  w i l l  i n c r e a s e  t h e  p r o j e c t  a r e a  t o  c a u e r  a n o t h e ( ^ 1 7 2

m e m b e r s  i n  t h e  a r e a  o f  7 2 0  r a i s  a n d  i n  t h e  n e x t  5 y e a r s  t h e

p r o j e c t  a r e a  w i l l  c a u r e  a l l  6 5 0  m e m b e r s ,  o f  t h e  c o o p e r a t i v e .

A f t e r  t h e  p r o j e c t  c o m p l e t e d ,  t h e  c o o p e r a t i v e  w i l l  e x p a n d  t o  c o v e r

t h e  n o n  m e m b e r  f a r m e r .

I N V E S T M E N T  P L A N

S o u r c e  o f  f v i r i d : C o o p e r a t i v e  o w n  f u n d  w i l l  b e  l o a n e d  

t o  t h e  p r o j c e t .  T h e  t o t a l  l o a n  w i l l  bfe 3 . 4 4 0 . 0 0 0  B s t  t h e  i n t e r e s t  

r a t e  o f  1 2 . 5  % p .  a .

T h e  c o o p e r a t i v e  w i l l  g i v e  a  t o t a l  l o a n  o f  4 0 . 0 0 0  t o  

e a c h  m e m b e r  a s  f o l l o w s :

-  L a n d  p r e p a r a t i o n  3 0 . 0 0 0  B

-  S e e d i n g  f ^ e d  1 0 . 0 0 0  B



T h e  r e p a y m e n t  o f  l o a n  w i l l  b e  1 0  y e a r s  a t  t h e  i n t e r e s t  

r a t e  o f  1 2 . 5 %  p . a .  [ s e e  t a b l e  ]

('I
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C H A P T E R  V

O R G A N I Z A T I O N  A N D  M A N A G E M E N T

M e r b e r  g r o u p ;

T h e  p r o j e c t  w i l l  s e t  u p  a s p e c i a l  p r o j e c t  c o m m i t t e e  

t o  s u p e r v i s e  t h e  p r o j e c t .  T h e  c o m m i t t e e  m e m b e r s  w i l l  b e  

s e l e c U ' d  I  r o in  I  h a  l ) o . i r d  -  i i i tHi ibej 'H of,’ I h o  c o o p e r c i t i v e  i n  t h e  

p r o j e c t  a r e a .  T h e  s e a s o n  f o r  s e l e c t i n g  t h e  b o a r d  -  m e m b e r s  i n  t h e  

p r o j e c t  a r e a ' i s  t o  e n a b l e  h i m  t o  l o o k  a t  t a k e  c a n  a n d  g i v e  c l o s e  

s u p e r v i s i o n  t o  t h e  p r o j e c t  m e m b e r s .  T h e  p r o j c e t  c o m m i t t e e  w i l l  

r e p o r t  d i r e c t l y  t o  t h e  b o a r d  m e n b e r s  o f  t h e  c o o p e r a t i v e  w h o  w i l l  

u p o r t  t o  t h e  d i s t r i c t  c o o p e r a t i v e  o f f i c e r  a n d  p r o v i n c i a l  

c o o p e r a t i v e  o f f i c e r .

p r o j e c t  m e m b e r

m a n a g e r

P r o j e c t



O v e r a l l  M a n a g e m e n t  P o l i c y

T h e  p r o j e c t  w i l l  b e  a d m i n i s t e r e d  b y  t h e  b o a r d  

o f  d i r e c t o r s  o f  M u a n g  P i c h i t  A g r i c u l t u r a l  C o o p e r a t i v e  l t d .  

i n c l u d i n g  t h e  f o l l o w  -  u p  a n d  e v a l u a t i o n  o f  t h e  p r o j e c t .

T h e  e m p l o y e e s  o f  t h e  c o o p e r a t i v e  w i l l  b e  i m p l e m e n t e r  

o f  t h e  p r o j e c t .  T j e  . . a m a g e r  p f  t j e  c p p ^ j e r a t i v e  w i l l  b e  r e s p o n s i b l e  

T h e  m a n a g e r  o f  t h e  c o o p e r a t i v e  w i l l  b e  r e s p o u s i b l e  f o r  t h e  

p r o j e c t  i m p l e m e n t a t i o n -  T h e  t a s k  w i l l  b e  t h e  s e l e c t i o n  o f  p r o j e c t  

m e m b e r s  t r a i n i n g  o n  m i x  f a r m i r y  . l a n d  r p e p a r a t i o n  a n d  t h e  p r i c e  

o f  t h e  p r o d u c e r -  t o  s e c u r e  s e e d i n g  f  e r i t i l  t i : e r  s  a n d  i n s e c t i c e d e  

o r g a n i g e  f i e l d  v i s i t  t o  s u c c e s s f u l  m i x  f a r m i n g  p r o j c e t  a s  w e l l  a s  

t o  f a r m  g u i d a n c e  o f  f a r m i r y  i n c l u d i r y  t o  s e c u r e  l o c a l  a n d  

e x p e r t  m a r k e t s .

T h e  d i s t r i c t  c o o p e r a t i v e  o f f i c e r  a n d  p r o v i c i a l  

c o o p e r a t i v e '  o f f i c e r  w i l l  c o o r d i n a t e  t h e  p r o j e c t  w i t h  o t h e r  

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

p r o j e c t  t b  o t h e r  c o o p e r t i v f e s  a s  w e l l  a s  c o o r d i n a t i o n  f o r  s e c u r y  

g o v e r n m e n t  a s s i s t a n c e .

O R G A N I Z A T I O N  A N D  M A N A G E M E N T



1 .  M a n a g e r

2 .  D i s t r i c t  c o o p e r a t i v e  o f f i c e r

3 .  P r o v i n c i a ]  c o o p e r a t i v e  o f f i c : e r

4 .  B o a r d  -  m e m b e r s

. M a n a g e m e n t  C h a r t

^ 3



1 .  T o  n o t i f y  t h e  p r o j e c t  t o  t h e  m e m b e r  g r o u p  b y  A u g u s t

2 .  S e l e c t  8 6  m e m b e r  i n  M u a n j l e a v  v i l l a g e  a r e a  R o n g c h a r y

v i l l a g e  i n  A u g u s t  -  S e p t e m v e r

3 .  T h e  p r o j e c t  c o m m i t t e e  i n s p e c t  t h e  q u a l i f i c a t i  o f  t h e  p r o j e c t

m e n i v b e r s  i n  S e p  -  O c t .

4 .  T h e  p r o j e c t  c o m i T i i t t e e  S e l e c t  t h e  p r o j e c t  m e m b e r s  O c t  -  N o v

5 .  T r a i n i n g  o n  m i x  f a r m i r y  a n d  f i e l d  v i s i t  i n  O c t  -  N o v

5 .  T o  c o o r d i n a t e  w i t  t h e  c u g i n e e r  D i v i s i o n  o f  C P D  f o r  a s s i s t a n c e  

i n  l a n d  p r e p a r a t i o n  [ S e p -  N o v  ]

7 .  T o  p r o c e s s  l o a n  a p p l i c a t i o n  f e w  ; amd _ f e r e f e a r a t o v e  [ D e c  -  A p r  ]

8 .  L a n d  p r e p a r a t i o n  [ J a n  -  A p r  ]

9 .  T o  p r o c u r e  A m i m a l s  s e e d i n g s  f e r t i l i z e r  a n d  i n s e c t i c i d e  ■

[ A p r  -  M a y  ]

1 0 .  T o  s t s r t  g r o w i n g  [ J u n e '  -  J t i l y  ]

1 1 .  T o  s e c u f  m a i-k fe t o u t l e t s '  [ J u n e  -  J u l y  1

1 2 .  E v a l u a t i o n  [ A u g u s t  -  J u l y  }

P L A N N I N G  A C T I V I T I E S



C H A P T E R  VI

F I N A N C I A L  A N A L Y S I S

6 . 1  T h e  p r o j c e t  l i f e  i s  5 y e a r .  T h e  f i r s t  y e a r  r e q u i r e  c a p i t l  

i n v e s t m e n t  . T h e  i n v e s t m e n t  i n  t h e  l a t t e e  y e a r s  w i l l  b e

a d m i n i s t r a t i v e  c o s t .

6 . 2  I n t e r e s t  i n  l o a n  f r o m  t h e  c o o p ,  t h e  d e t a i l  o f  t h e  c o s t

w e  s h o w n  i n  t h e  t a b l e

cSS'
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8 . ]  T h e  p r o j c e t  i n v e s t m e n t  w i l l  b e  i n v e s t e d  o n l y  o n e c  v y  t h e

p r o j e c t  m e m b e r s  f o r  t h e  p r e p a r a t i o n  o f  l a n d .  T h e  p r o j c e t

m e m b e r s  c a n  m a k e  u s e  o f  t h e  l a n d  a s  l o n g  a s  t h e y

s e e d  T h e  o t h e r  i n v e s t m e n t  i s  m e a r t  f e w  f i s h  f r i e s  s e e d i n g s  a n d  

o l : h o r  m i i i n l c ’ n a n c c  co ! ? t '  s i i r h  ii.s l o c t j  , C e r t  i l i / , e r  c t c ,  T  

T h e  u t u r n  o n  i n v e s t m e n t  i s  f r i u t  h i g n

8 . 2  T h e  p r o j c e t  m e m b e r  t h e  p r o j c e t  w i l l  e n a b l e  t h e  p r o j e c t  m e m b e r s

t o  e n g a g e  i n  f a r m i n g  a l l  y e a r  r o u n d  n o  n e e d  t o  s e e d  f o r  e m p l o y m e n t  

i n  t h e  c i t y  d u r i n g  t h e  p e r i o d  o f  a f t e r  h a r u e s t i n g  s e a s o n  

[ M a r c h  -  M a y  ] o n e  o f  a  n a t i o n a l  p r o b l e m s  w h i c h  t h e  

g o v e r n m e n t  i s  t r y i n g  t o  s o l v e .

8 . 3  T h e - p r o j c e t  i n i t i a t e  b y  t h e  c o o p  i f  t h e  p r o j e c t  i s  s u c c e s s f u l ,  

i t  w l l  e n a b l e  t h e  n o n  m e m b e r  f a r m e r s  t o  a d m i t  t h e  c o o p  a n d  t o

p a r t i c i p a t e  i n  c o o p  a c t i v i t i e s

8 . 4  T o  p r o p o s e  f o r  g o v e r n m e n t  f u n d i r y  f o r  t h e  a m a n t  o f  3.0 ’m i l l i o n  B

8 . 5  T h e  p r o j c e t  m e m b e r  w i l l  b e  a v l e  t o  i n c r e a r  t h e  i n c o m e  a n d  u p l i f t

t h e i r  l i v i n g  s t a n d a r d  a s  W e l l  a s  c r e a t e  e m p l o y m e n t  f o r  m e m b e r

8 : 6  T h e  p r o j e e t  w i l l  h « s l p  i n  h u m a n  r e s a u r c e  d e v e l o p m e n t  a s  w e l l  

a s  t o  i n t r o d u c e  n e w  f a r m i r y  t e c l i m g u e  t o  t h e  m e m b e r ,  

e n a b l e  t h e m  t o  g e n e r a t e  t h e  i n c o m e  f r o m  v a r i o u s  p r o d u c s  w h i c h
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