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CHAPTER-I
Executive Summary

( 1 )

1.

2.

3.

4.

5.

6.

7.

9.
10.

11.

12.
13.
14.
15.
16.

N ame  of  the Project  

P ro jec t  area  

Total  Project  cost  

Source  o f  fund

Debt  Equity Ratio 

I n s t a l l ed  cap ac i ty

Expec ted  ca paci ty
u t i l i z a t i o n
P r o d u c t
I m p l e m e n t a t i o n  pe r io d  
O r g a n i s a t i o n a l  M a n a g e 
m e n t
O p e r a t i o n a l  M a n a g e m e n t

P ro j ec t  l i f e ( a s s u m e d )  
Tar get  Group  
Rate  of  interest  
In s ta l em en t  o f  Loan 
F inancia l  Ana lys is  Resul t
(a) pay back period
(b) NPV
(c) BCR
(d) IRR

( e )  Sensitivity :

(i) At 10% lower  price of 
commodity

(ii) At 50% higher  cost 
of raw materials

Garpara Co-operat ive Fish Cul ture Project. 

Ga rpara  Union.

Tk.70.00Lacs(  10 lac is equalto 1 mill ion)

(a) Share capital  Tk.20.00 lacs.
( b )  Long term loan Tk.50.00 lacs.

S h a re  C a p ita l  : L o n g  T erm  loan
2 : 5 Or  28.57% : 71.43%

( a )  Ruhi f i sh(Major carp) 23250  kg.

( b )  Cat ia f i sh(Major  carp) 11625 kg.

( c )  Si lver  ca rp (exo t ic  carp~)37200  kg.
Y e a r ly  T o ta l  : 72075  kg.

1st year 85%, 2nd year 100% & onward.  
Fish (3 varities).
6 (six) months.

12 Members  Board of  Directors.
12 staff headed by Manager  + casual 
l a b o u r .
10 years.
Farmers  of  Ga rpara  Union.
15%
11.50 Lacs.

3.32 years.
5441
1.78
3 0 .68%

Pay back period 
NPV =3562 
BCR = 1.51 
IRR = 25.25%

Pay back period 
NPV =4348 
BCR =1.62 
IRR =26.90%

= 3.90 years

= 3.70 years.



C H A P T E R .2

2.0 Background :

B a n g la d e sh  is an ag r ic u l tu r e  based d ev e lo p in g  coun t ry .  It 's a r ea  is 

143999 Sq.k.m.  The major portion of  the land consists of  low, flat and fertile.  A 

net  work o f  rivers is impor tant  and thei r t r ibutar ies  num boer i ng  230 wi th a 

total length of  about  24140 k.m. covering the country flow down to the Bay of  

B en g a l .  B a n g la d e sh  enjoy s  gene ra l ly  a sub- t rop ica l  m o n so o n  c l im at e .  Tota l

popula t ion of  the country asper general  censuss of  1991 is about 111.4 mi ll ion

hav ing  g ro wth  ra te o f  2 .17%.  The densi ty  o f  popula t ion per  Sq.k .m.  is 755 

which has been indent i fied as No. l  problem of  this country.

Agricul ture  is the main occupat ion of  the people em ploy ing 66% o f  the

labour  force.  This sec tor di rect ly contributes  around 35% to the gross  domest ic  

product.  The rural poor  having no educat ion had to depend on agr icul ture  and 

al lied act iv ites  for income generat ion.  In the event  of  crop fa ilure they had no 

o the r  a l t e rna t iv e  but  to st rive.  With  such events  they had to b o rr ow ,  but  

hav ing  no normal  source  o f  borrowing  they bo rrow ed  from the local pr iva te

money lenders at a very uncom for tabl e  terms which led to loss o f  the ir  land

and o th e r  p ro pe r t ie s .  T h e  m oney  lender s  used to accep t  land and o th e r

proper t ies  as secur i t ies  or hypothecat ion o f  fu ture crop.  But  due to high rate 

o f  in t er es t  the fa rmers  were neve r  able to repay the  loan inful l  and the

co m p o u n d in g  rate o f  interest  made the loan amount  manifold.  So, it has been 

sa id  tha t  the  fa rm er s  we re  born in debt ,  l ived in de b t  and died  indeb t  

t ransferr ing the burden o f  debt  on to the children.  To face such s i tuat ion and 

save the farmers from landlessness  it is required  to implement  var ious  types  of

ag r ic u l tu ra l  projec t s  which may create  e m p lo y m e n t  oppor t un i t ie s  as well  as

value  addi t ion  to the i r  pro du ces  g iving re -m une ra t ive  prices.
♦

Fisheries ,  one o f  the major sub-sectors  of  agr icul ture,  plays  a vital and

d o m i n a n t  ro l e  in n u t r i t i o n ,  e m p l o y m e n t  g e n e r a t i o n ,  f o r e i g n  e x c h a n g e  

earning and other areas of  economy.  This sub-sector  contributes  about  80% of

( 2 )



( 3 )

the  nat ion 's  annual  protein in-take,  nearly 3 .5% o f  the gross Dom est ic  product  

and more  than 12% as the export  earnings  of  the country.  So fish culture plays 

a very vital role in the econ om ic  growth o f  this country  meet ing d em an d  of  

animal  p rot e in  and in gene ra t ing  em ploym en t .

As pe r  the  pe r sp ec t iv e  p lan  for B an g lad e sh  the  p o p u la t io n  o f  the

count ry  in 200 0 is expected  to be 131.00 mi ll ion which will require  dai ly in

take o f  24.55 grams o f  fish protein per head which is result ing annual  demand 

of  0 .96 mi ll ion M.T of  Fish. At present  avai lable rate of  fish protein in-take is 

only 21.00 grams per head per day.

In lan d  f i she r ie s  re sou rc es  are  gen e ra t ed  m ai n ly  f rom th ree  s ou rc es -  

im p o u n d  w a te r s ,  i n u n d a te d  c r o p - f i e ld s  and open  wa te r .  I m p o u n d e d  w a te r  

bod ies  in the  form o f  ponds ,  d ighi s  and tanks  are sca t te red  all over  the

country .  There  are 12,90,316 number  of  ponds in the country  o f  which 48.35% 

are being used in fish culture.  The remaining ponds are  not being used for the 

purpose .  About  30% of  them are cul turable and 21.65% are derelict .  Total  area 

of  cul l tured,  cul turable  and derel ict  ponds in Bangladesh is 205047,  100570 & 

57560  acres  re spect ively .  If  the cul turable  and dere l ict  pond s  can be  brough t  

unde r  fish cu l ture  p ro jec t ,  t h e  count ry  will be able  to reach the  terge t  of

m ee t ing  an im al  prote in  needs  and will  he lp  to im pro ve  the  s o c io -e co n o m ic  

condi t ion  of  f i sher men  and others  engaged  in f isher ies  and create  addi t ional  

em p lo y m e n t  oppo r tu n i t ie s  for pover ty  a l leviat ion.  Ke ep ing the  ab ove  view in 

m ind I have  iden t i f ied  the fish cu l tu re  projec t  to be im p le m e n ted  by the  

fa rm er s  on co - opera t i ve  basis.
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2.1 Overall situation of tlie project area:

The over all situation of  the Project  area is ment ioned below

Area o f  Garpara Union 

P o p u l a t i o n

( a )  M a l e

( b )  F e m a l e  

N u m b er  o f  v il lages  

F a r m e r  H o u s e - h o ld  

Actual  cu l t ivab le  land

( a )  One crop

( b )  Tw o crop

( c )  T h ree  crop 

Area  of  ponds

( a )  C u l t u r e d

( b )  C u l t u r a b l e

6.24 Sq.miles.

20393

10071

10322

36

3202

3039 acres 

365 acres 

912 acres 

1762 acres 

58 acres 

52 acres 

6 acres.

2 . 2  Details of agricultural production (1993-94):

SI.
No.

Name of crop Cultivated land 
( in acre)

Production per acre 
( in k.g.)

Total Product ion 
in acre(in k.g.)

1. P a d d y ( H y v ) 62 1 163 7 2 1 0 6

2. P a d d y ( p a z a m ) 34 935 31790

3. P a d d y ( l o c a l ) 78 600 4 6 8 0 0

4. P a d d y ( A u s ) 9 952 8568

5. J u t e ( T o s a ) 5 209 1045

6. J u t e ( l o c a l ) 260 650 169000

7. W h e a t 90 70 0 6 3 0 0 0

8. P u l s e ( M a s h ) 15 300 4 5 0 0

9. P u l s e ( M a s u r ) 12 300 3600

10. Oi l seed(Masl | lard '2 6 0 350 9 1 0 0 0

1 1. T o b a c c o 15 300 4 5 0 0

12. S p i c e s 10 6 00 6 0 0 0

13. V e g e t a b l e 120 1500 180000

14. F i s h 10 9 00 9 0 0 0



2 . 3  Ex is t ing  co-operat ives:

The Pro pos ed  Projec t  will be s i tuated in G arp ara  Union o f  M anikgo n j  

T h an a .  A t  p r e s e n t  t h e re  are  21 A g r i c u l tu r a l  C o - o p e r a t i v e  S o c i e t i e s ,  12 

F i s h e r m e n  C o - o p e r a t i v e  s oc ie t i e s  and 69 other s  C o - o p e r a t i v e  so c i e t i e s  in

M an ik g o n j  S ad a r  Thana .  Th e am o u n t  o f  shar es  and depos i t  he ld  by thes e  

societ ies  are Tk.0 .4  & Tk.0 .6  mi ll ion respect ively.  The agr icul tural  Co-opera t ive  

Socie t ie s  in the Projec t  Area  are all most  defunct  du e  to lack o f  f inancia l

s u p p o r t .  T h e r e  ar e  tw o  a g r i c u l tu r a l  c o - o p e r a t i v e  s o c i e t i e s ,  1 w e a v e r ' s  

co -ope ra t i ve  soci ty and 2 Milk  producers '  co -o pe ra t ive  socit ies  in the  Projec t  

a r e a .

2 . 4  Area of Project :

Th e Project  will cover  the whole  area o f  Garpa ra  Union.  Mem bersh ip  

will  be open to all fa rmer  house  hold. A well organised  co-ope ra t ive  society 

will  be formed to ensure  reasonable  price for the p roduces  o f  the member s .  

T h e  farm labourers  will  also be subsequent ly  inc luded in the co- op era t i ve  so

th a t  they  can be p rov ided  wi th e m p lo y m e n t  o p p o r tu n i t ie s  for  t he i r  l i v e l i 

h o o d .

2 . 5  Problems faced by the farmers:

In over  all s ituat ion of  this projec t  area it has al ready been men t ioned 

that in proposed project  area there are 58 acres of  ponds of  which 52 acres of 

ponds  are  cul tured.  Th e rest  of  the ponds  remain  uncul tured due to lack of

prope r  know ledg e and capital.  The ponds  which are al ready in cul ture does  not  

g ive  re m u n e ra t i v e  p ro duc t ion  as the sys tem of  cu l tu re  is un sci en t i f i c .  T h e  

main  fac tors  are  two :-(i) Lack o f  ad equat e  k n o w led g e  about  m odern  fish 

cu l tu re  techn ique  and (ii) Non-avai labi l i ty  of  credit  at easy term.  Th ere  is no 

farmers  organizat ion to provide  credi t ,  supply of  input  and mrket ing  o f  fishes.



( 6 )

2 . 6  Need and justification of the project :

Fish product ion has failed to keep pace with its ever  increas ing dem and  

due to increas e  of  pop ula t ion a l though  there is t r em en d o u s  o p p o r tu n i ty  for 

developmen t .  As  a result  per capita availabil i ty  of  fish has dee l ined  over  the 

years  caus ing  nutri t ional  and others  problems.  Price o f  fish increas ing day by 

day.  In ad eq u a te  k n o w led g e  and info rmat ion  on fish cul tu re ,  lack o f  p rope r  

m an ag e m en t  pol icy  and modern f i shing k n ow -h ow ,  use of  inef f ic ien t  f i sh ing 

equipmen ts ,  in adequcy of  processing,  market ing and other  faci li t ies as well  as 

credi t  are  som e of  the  major  const ra in ts  for d ev e lo pm en t  o f  fish cu l tu re  in 

Bangladesh.  These  problems can be over  come only th rough a well  organ ised 

co -o pe ra t ive  society.  Modern scienti fic fish cul ture techniques  may be adop ted  

th r o u g h  t ra ine d  em p lo y ee s .

The m em bers  o f  the proposed  projec t  will get  r emune ra t ive  re turn  as 

well  as o ther  addit ina l  benef i t  out  of  the projec t  th rough its im plementa t ion.  

Besides ,  the mem bers  will  enjoy the ownersh ip  o f  this projec t.  On the o ther  

hand it will be support ive  to the nation in respect  of  food production.  It will 

also  d e v e lo p  c o - o p e r a t i v e  s en se  in the  p eo p le  and th e re b y  p r o m o t e  c o 

opera t ive  leadership.  The projec t  will encourage this people to come unde r  the 

fold o f  co-opera t ive  to increase thei r income.



C H A PT E R -3  
P r o j e c t
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3 . 1  Objectives :

The main objec t ive s  of  the Projec t  is to increase  the  income of  the

m e m b e r s  by p ro v i d i n g  r e m u n e r a t i v e  p r i ce  o f  the  p r o d u c e s .  T h e  o t h e r

object ives  o f  projec t  are ment ioned below

( i )  P ro m ote  the c on t inued  growth o f  fish cul l ture  through

c o - o p e r a t i v e s .

( i i )  R em ove  the impact  o f  unemploym en t .

( i i i )  Increase  the avaihibi i i ty of  fish for dom es l ive  consumpt ion.

( i v )  Maice opt imum use of  the members '  land/cul turable  ponds.

( v )  S t im u la te  sys tem at ic  co -opera t i ve  ac tiv i t ies .

( v i )  S t r e n g th en  the  c o - o p e ra t iv e  m o v em en t .

3 . 2  Im plementation  period

The implementa t ion period of  the projec t  is 6(six) months.

3 . 3  Justification of the location :

The locat ion of  the proposed projec t  area is well  co m m u n ic a t e d  to the

capital  c i ty and rest  o f  the country .  Th e soil of  the local ity has good wa ter  

con ta in ing  capaci ty .  Th e ponds  in the area remains  su i t able  for fish cul l tu re

even in dry  season.  Fish fry can easi ly  be procured from nearby M an ikgon j ,  

Bhat  Bao r  and Krishnapur .  Produced fish can easily be marke ted to D haka and

othe r  par ts  of  the country  by road.  The area selec ted  for the projec t  is not  

usually  f lood af fec ted and as such there is no risk for under taking fish cul ture

there.  Th e locat ion of  the project  is shown in Annexure-1 .

3 . 4  Project components :

There  is only one product  of  this project.  But  the activit ies of  the projec t  

may  be d iv ided  into three  s tages  such as (i) Raw mater ia l  p ro c u rem en t ( i i )  

P lant  o p e r a t i o n ( f i s h  cu l ture )  (ii i) M ar ke t ing .



3 . 5  Procurement activities

Fry of  three species  o f  Fish-Ruhi ,  Ca t la  and S i lver  Carp ,  C h em ica l

Fer t i l iz er  - Urea,  T .S .P  and Patash ,  Supp l im en te ry  food such as cow dung,  

husk /b ran  o f  pulse  and paddy,  medic ine  and l ime are the main raw mater ia ls  

o f  the  pro jec t .  Fish  fry can eas i ly  be procu red  f rom ne a rb y  h a tch e ry  o f  

M an ik g o n g ,  Bhat  B aor  and Krishnapur .  S o m e  hatche r ie s  o f  thes e  p laces  are  

m an ag e d  by the  D ep ar tm en t  o f  f i sher ies  of  the  M in is t r y  o f  F is h e r ie s  and 

l ives tock  o f  Bang ladesh .  Other  hatchar ies  are managed by p r i vat e  owne rs h ip .  

C h e m i c a l  f e r t i l i z e r  may  be  p r o c u r e d  f r o m  the  a u t h o r i s e d  d e a l e r  o f

A g r i c u l t u r a l  D e v e l o p m e n t  c o r p o r a t i o n  m a n a g e d  by th e  M i n i s t r y  o f  

Agr icul ture .  S upp l im en ta ry  food like cow -dung ,  husk /b ran  o f  pulse and paddy 

will  be procured  from the members  of  the society as the m em ber  hous e  holds  

are engaged  mainly  in Agr iculture .  Med ic ine  like d iptrex  and patass ium 

p e r m a n g n a te  may be p rocured  from the au thor is ed  dea le r  wi th the  help  of  

f i sher ies  Depar tment .  Dipt rex are used against  fish louse like argulas ,  la r anaya  

and irgasi las.  These  kinds  of  louse are the main cause  of  deadly  ep idem ic  o f

f ishes .  A n o th e r  k ind o f  fish d is ea se  is ca l led  gill pu t re fac t ion .  L im e  and

patas s ium per  mangna te  work agains t  this type of  disease.  Lime can eas ily  be 

p ro c u red  f rom nea rby  market .

3 . 6  CuUfure operation :

Fish  cul ture operat ion will include the fol lowing activi ties

_  Foo d supply

_ C h e c k i n g

M e d i c i n e  

_  C a t c h i n g

3 . 7  Marketing :

It  has  been  m en t io n ed  ab o v e  that  p ro d u c ed  f ish  can  ea s i ly  be 

suppl ied to capital  city Dhaka and other places of  the country  by road. Fish of

( 8 )
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the projec t  will be marketed to the fol lowing nearby sales centres.  T he  mini

truck o f  the project  will be used for this purpose.

M a r k e t  S e g m e n t Dis tance from the projec t

M a n i k g o n j 8 .k.m.

S a v a r 45 .k.m.

D haka City 70 '.f. k.m.

T h e  sa les  supe rv iso r s  wi ll  ensu re  t ime ly  sa le  o f  the  p roduc t .  It is

expected that maximum fishes will be sold on the spot.

3 . 8  Integration  :

( a )  Th e Farmers  will form a primary co-opera t ive  society.

_  C o m m o n  object ive .

W ork  together  for com m on goal.

( b )  H o r i z o n t a l  i n t e g r a t i o n  :

Primary Co-ope ra t ive  Society to Central  Co-ope ra t ive  bank and Centra l

Co-opera t ive  Bank to Bangladesh Sam abaya Bank Ltd.

( c )  V e r t i c a l  I n t e g r a t i o n  :

( i )  B a c k w a r d  l i n k ag e  : Mem ber s  to supply  suppl imen tory .
Food & get em p lo y m en t  on preferent ia l  
b a s i s .

( i i )  F o rw a r d  l i n k ag e  ; Mem ber s  to buy fish on preferent ia l
b as i s -h ea l th  i m p r o v e m e n t  t h rough  
nutri t ional food to increase in come - 
bet ter  s tandard of  l iv ing-boost  fish 
cul ture  - e co n o m ic  d e v e lo p m e n t  o f  the  
c o u n t r y .

Products are to be marketed in 
urban ce nt res  w hc ih  will  fe tch  be t t e r  
price for the product .

Part of  the profit  of  the society 
will be used to create educat ional  
facil it ies,  health care centres etc.  for  
the benefit  of  the members  and the 
V i l l ag e  c m m u n i ty .



C H A P T E R - 4  
D E T A I L S  O F  O P E R A T I O N

4 . 1  S p e c ie s :
A c co rd in g  to the  sample  pond s tudy con du c ted  by the  D i re c to ra te  of  

fi sher ies o f  Bangldesh,  it is observed that out of  total cul tured f i shes share o f  

th ree  spec ie s  n am ed  R u h i (M a jo r  Carp ) ,  C a t l a (M a jo r  C arp )  and s i lve r  C a rp  

(Fxot ic)  are  h igh in the  country ,  per cent age  o f  we igh t  in c u l tu re  o f  these  

species  is 62%.  So these species are popular  in Bangladesh.  The  projec t  will 

selec t  only these species in culture.

4 . 2  Capacity uti lization :

Th e ut ilization of  the available capaci ty has been assumed as fol lows

( 1 0 )

y e a r % of  ut ilization

1 85 %

2 & on ward 100%

Net  annual  productivi ty at 100% efficiency will be as fol lows

Sl.No. S p e c i e s product ion in kg.

1. Ruhi  (M ajor  Carp) 23250

2. Cat ia  (Major  Carp) 1 1625

3. S i lver  Carp 37200

Total : 72075

4 . 3  Raw materials Requirement :
The main raw mater ials of  the fish cul ture project  are fry and food

( i )  F r y  : F ish  fry will  be pu rc hased  from nea rby  h a tcha r i e s  w hi ch  are

r u n n in g  u n d e r  both  pr iva te  and pu b l i c  o w n e rsh ip .  Annua l  r e q u i r e m e n t  of  

fries at 100% capacity is 1,40,000

( i i )  F o o d  :

( a )  Chemical  Fer t i l izer  Urea : Annual  requ iremen t  o f  urea  per  acre 

will be 600 kg. so total requirement  of urea will be 20 acres x 600 =12000kg.  The

present rate of  urea is Tk.6/- per kg.Total  price of  urea in a year is 12000 x 6

= T k . 7 2 ,0 0 0 / -



( b )  T.S.P : Annual  requirement  of T.S.P per  acre will be 600 kg. So, 

total requirement o f  T.S.P. will be 20 acres x 600 = 12000 kg. The present  rate of  

T.S.P. is Tk. 9/- per kg. Total price of TSP in a year is 12000 x 9 = Tk. 1,08,000.

( c )  Patash : " Annual  requirement  of  patash per  acre  will be 300 kg. 

Total  requirement  of  patash will be 20 acres x 300 = 6000 k.g. The present  rate 

of  patash is Tk 9/- per kg. So, total price of patash will be 6000 x 9 -  Tk.54,000.

( d )  Sup plemen ta ry  Food : For  supplemen tary  food such as cow -d ung ,  

h usk /b ra n  o f  pulse  and paddy  will  be procu red  f rom the  m em b er s  o f  the  

society.  Annual  cost  for these supplementary  food is assumed to be Tk.72,000

4 . 4  Details of Culture :
Fish  Fry :

Fish  fry to be  r e qu ir ed  at the  be g in in g  o f  the  o p e ra t i o n  yea r  is 

men t ioned  below

( I I )

Sl.No. Species
(Required)

c o m p o s i t i o n for one acre Total required fry

1. R u h i ( M a j o r  ca rp ) 4 0 % 200 0 20 acres x 2000=40000

2. C a t l a ( M a jo r  carp) 2 0 % 1000 20 acres x 1000=20000

3. S i lv e r  carp

(Exot ic  Carp) 4 0 % 2000 20 acres x 2000=40000

Total : 100% 50 00 20 acres x 5000=100000

P i l f e r a g e  a n d  M o r ta l i ty  R a te  :

SI.
No.

S p e c i e s Total  fry P i l f e r a g e
5%

M o r t a l i t y ( 2 0 % )  
at ear l ier  stage

C a t c h a b l e
q u a n t i t y

1. R u  h i 40, 000 2,000 8,000 30 ,000

2. C a t i a 20,000 1,000 4,000 15,000

3. S i lve r  carp 4 0 ,000 2,000 8,000 30 ,000

Total : 1 ,00,000 . 5 ,000 20 ,000 75,000

,
It is ass umed  that  from 1,00,000 fries,  75%,  i.e 75 ,000  f ishes  will  be 

ca u g h t  f rom the ponds .  Af te r  6(s ix )  months  o f  the first  year ,  the  av e rag e  

weigh t(m in imum) o f  each silver carp will be of 600 grams.  As in the first  ha l f



of  the year  pi lferage rate will be 2.5%. So. it is expected that Silver carp will be 

caught  for  market ing af ter  six months.  It is expected that minimum price will

be Tk.60.00.  So total sales after 6(six) months  of  the first year  will be 31000 x

600 = 18600 k.g. As such 18600 x 60 = Tk. 11,16000. After  catching o f  31,000 

n um ber  f i shes  again 40,000  fries of  Silver  carp will be cul tured in the ponds.

So, at the end of the first year total number  of  fishes will be

R u h i  = 30,000

C a t l a  = 15,000

Si lve r  carp__ e_____ 3 1.000
T o t a l =  7 6 , 0 0 0

It is assumed that at the end of  the year, 100% of  the Silver carp and 75%

of  the Ruhi and Cat la  will be caught  from the ponds,  so, total No. of  ca tchable

fishes at the end o f  the year will be

R u h i  7 5 %  = 22,500

C a t l a  7 5 %  = 11,250

Si lver  carp  100% =_____ 3 1.000
T o t a l =  6 4 , 7 5 0

At the end of  the year average weight of  each Ruhi and Catla will be 700

grams and Silver  carp  will 600 grams.  So in the second hal f  of  the year  total

production will be as under

R u h i  = 22500 x 700 grams = 15,750 k.g

C a t l a  =11250 x x700 grams = 7,875 k.g

Silver carp  =31.000 x 600 grams= 18.600 k.g
T o t a l  = 42,225 k.g.

The average price will be Tk. 60.00 per kg. So. total sales in 2nd hal f  of 

the year  will be Tk. 42,225 x 60.00 =Tk.25,33,500.  Thus  in the first  year  total 

Production will be 18,600 kg. + 42,225 kg. = 60,825 kg. x 60 = Tk.36,49,500.

♦

Second year :
1st ha l f  o f  the year Silver carp = 31,000

2nd half  of  the vear Silver carp =______ 31 .000
T o t a l  = 62,000
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A v e r a g e  w e ig h t  = 600 grams

Tota l  we igh t  = 62,000 x 600 grams = 37200 kg.

25% of  Ruhi of
p re v io u s  yea r  = 75 00

25% of  Catia_________  350 0
T o t a l  = 11250

Average weight  o f  Ruhi and Cat la will be I (one) kg. So, total weight  will

be =11,250 kg.

75% of  Ruhi of
2nd year.  = 2 2500

75% of  Catla of
2nd year._____________ E______________________________ I 1250

T o t a l  = 33750

A ve rage  weight  of  each Ruhi and Cat la  will be 700  grams.  So, total  

weight  of  Ruhi & Cat la will be 33750 x 700 grams = 23625 k.g. Total  production 

will be 37,200 kg. + 11,250kg. + 23,625 kg. = 72,075 kg. Minimum price per kg. 

will be Tk.60/-.  So total sales in 2nd year will be 72075 x 60.00 = Tk.43,24,500.  At  

3% inflation in 2nd year, total sales will be 72075 x 61.8Tk.= 44,54,235.

4 . 5  Labour :

Salaries and wages  may be increased @ 5% from year to year. In addit ion 

to tha t  (Salar ies)  f r inge  benef i t  equivalent  to 35% would  also have to be 

p r o v i d e d .
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C H A P T E R - 5  
O R G A N IZ A T IO N  AND M A N A G E M E N T

( 1 4 )

5 . 1  Organizational structure :

T he  projec t  will be implemented by Garpara  Union fish cul ture  c o 

o p e r a t iv e  socie ty  Ltd.  Th e final  author i ty  o f  the  socie ty  shal l  ves t  in the  

genera l  body o f  members  in General  Meeting.  The m anagem en t  of  the society  

shall  vest in a Board  of  Directors consist ing  of  12 members.  The one thi rd of

the Board of  Directors will be nominated by the Government  and the rest o f  the

Directo rs  inc luding the Cha irm an  and the Vice -Chai rm an  will be e lec ted  from 

amongst  the members  by way o f  di rect  voting. The terms of  Board  o f  Directors  

will be of  three years.  The Power  duties and functions o f  the Board  o f  Directors  

will be as follows :-

To admit  members

To raise funds to invest  funds “  /

_  To  appoint  salar ied employees

To prepare  annual  report  and s ta tement  o f  accounts  

_  To  c o n v e n e  annual  genera l  meet ing

T he  Board o f  Directors  will hold meet ing at least  once  in every  two 

months .  They will be ent it led to si t ting fee and dai ly a l lowance aspe r  provis ion 

o f  the  co-op era t i ve  socie t ies  Act  and by« laws of  the society ,  the B oard  of  

D i r e c t o r s  wi ll  fo rm u la t e  po l i c i es  and p ro v id e  g u id e l in e s  for  its b u s in e s s  

op er a t ion .  T h e  o v e r  all m a n ag e m en t  o f  the p ro jec t  will  be ves ted  on the  

manager.  The manager  wiM be the chief  execut ive who will manage the day to



( 1 5 )

day operat ion of  the project.  He will be assisted by the staff.

Th e Organizational  Structure of the Society will be as under

SI.No D e s i g n a t i o n No. of  Posts.

1. M a n a g e r 1

2. A c c o u n t a n t - c u m - C a s h i e r 1

3. F is he ry  O f f i ce r 1

4. S al es  s u p e r v i s o r 1

5. T y p i s t - c u m - C l e r k 1

6. F ie ld  S u p e rv i s o r 2

7. D r i v e r 1

8. Ice  C o m p res s e r  Operator  
c u m - G o d o w n  Keeper . 1

9. Ski l led  L ab o u r 2

10. C a r e  t a k e r - c u m - G u a r d 2
Total ; 13



5 . 2  Details of Operational Management

( 1 6 )

SI.
Mo.

D e s c r i p t i o n Q u a l i f i c a t i o n Monthly
Salary

R e q u i r e d
N u m b e r

1. M a n a g e r Masters  degree  in 
Fi  s h e r y

(Experience 5 years)

700 0 1

2. A c c o u n t a n t
c u m - C h a s h i e r

B ache lar  degree  in 
C o m m e r c e .  
(Exp er i ence  5 years)

4 0 0 0 1

3. F is he ry  O f f i ce r B ache lar  deg ree  in 
F i s h e r y
( Exp er i en ce  5 years)

4 0 0 0 1

4. S al es  S u p e rv i s o r B ache la r  deg ree  in 
C o m m e r c e .  
(E xpe r i ence  5 years)

40 0 0 1

5. T y p i s t - c u m - C l e r k H. S.C. with typing 
(E xpe r i ence  5 years)

3000 I

6. F ie ld  S u p e rv i s o r H.S.C
(E xpe r i ence  5 years) 300 0 2

7. D r i v e r C l a s s - V I I I
(Exper i en ce  5 years) 3000 1

8. Ice  C om pre sso i  
O p e r a t o r - c u m -  
G o d o w n  Keepei r.

C l a s s - V I I I
(Exper i en ce  3 years) 300 0 1

9. Sk i l l ed  L ab o u r — 2500 2

10. C a r e  t a k e r - c u m -  
G u a r d .

- 200 0 2

Tota; : 13

T he  wh ole  opera t ion  of  the projec t  will be m an ag ed  by the  em p lo y e e  

und er  the  gu idance  of  the Board  of  Directors .  Th ei r  duties  and fundt ions  will 

be as under

M a n a g e r  :

The  socie ty  will  recrui t  an e f fec ien t  and qua l i f i ed  of f ic e r  to ac t  as 

m anage r  o f  the project .  Dur ing the implementa t ion per iod o f  the projec t  this



of f ic e r  will  get  p rope r  gu idan ce  from a consu l t an t  to be a ppo in ted  by the  

society.  Th e powers and functions  o f  the manager  will be as under

Have control over  the staff.

_  Receive  all money on behal f  o f  the society.

_  Pay all cos t  o f  management .

_  M a in ta in  p ro pe r  and ac cu ra te  accounts .

Cali  meet ings  o f  the Board o f  Directors.

_  Call  Annual  Genera l  Meeting.

_  Implement  the deciss ion of  the Board o f  Directors.

A c c o u n t a n t - c u m - C a s h i e r  :

T h e  a c c o u n t a n t - c u m - C a s h i e r  wi l l  r e ce iv e  and  pay all  ca sh  on all

t ransact ions  and mainta in  all books of  accounts  and records .

F is h e r y  O f f ic e r  :

T he  post  o f  f ishery off icer is very impor tant  in the projec t  as he  will 

look af ter  day today opera t ion o f  fish cul ture.  He is fully responsib le  to find 

out all pr oblems in opera t ion and solve  them.  He will procure  fish fry, fish

meal ,  fer t i l izer  etc.

S a le s  S u p e r v i s o r

Th e sales supervisor  will look after on market  of  fishes.  He will con tac t  

the persons who are engaged in purchas ing fishes on whole  sale basis.  He  will  

furnish all the sale contact  in whole  sale market  on beha l f  of  the society.

F ie ld  S u p e r v i s o r  :

He will  supervise  the work of  Guards  and maintenance  of  ponds.  He is 

re s p o n s ib l e  to supp ly  f i sh meal ,  ch emical  fer t i l izer ,  m ed ic in e  in the  po n d s  

u n der  the  ins t ruct ion and gu idance  of  f ishery off icer.

I c e  c o m p r e s s e r  o p e r a t o r - c u m - g o d o w n k e e p e r  :

T h e  Ice  c o m p r e s s e r  o p e r a t o r - c u m - g o o d o w n  k e e p e r  wi ll  m a in t a in  Ice  

c o m p re s s e r  mach ine .  He  will  also mainta in  the  s tock o f  fish meal ,  fe r t i l i ze r

and su rplus  m ark e tab le  fish in g o odow n .  He is a lso re sp o n s ib le  to o p e r a t e  

p o w e r  p u m p  mach ine  du r ing wate r ing  o f  ponds.

( 1 7 )



C H A P T E R - 6  
F IN A N C IA L  A N A L Y S IS

6 . 1  Details of project components :

Tk.70.00 Lac is the total cost  capital of  project .  The detai ls  o f  which is 
sh o w n  in A n ne xure -2 .

6 . 2  Land :

( a )  L a n d  fo r  o f f ic e  b u i ld in g  :

Th e cost  of  land for off ice bui lding measur ing ^fJ%S sft. will be of  the 

cost  of  Tk.5 ,100/-  including stamp duty and registration fee.

( b )  L a n d  fo r  go d o w n  & Icc F actory  :

The cost  of  land for godown and Ice Factory measur ing 1250 sft. will be 

o f  the cost  of  Tk.5SOO.00 including stamp duty and registration fee.

( c )  L an d  fo r  p o n d s  :

Th e cost  of  land for ponds measuring 10 acres will be of the  value  of  

Tk. 20,00,000.00  including s tamp duty and regist rat ion fee.

6 . 3  Excavation of ponds :

The excavat ion o f  ponds of  lO(Ten) acres at the rate o f  Tk. 1,00,000.00 per 

acre will be a total of  Tk. 10,00,000.00.

6 . 4  Re-excavation of ponds :

Ten acres of  leased ponds will be re-excavated.  Re-excavat ion cost  o f  one 

acre will be Tk.40,000.00.  Total cost for re-excavation will o f  Tk. 4 ,00,000.00

6 . 5  Watering and preparation of ponds :

Water ing and preparation cost  will be Tk.5,500.00.  per acre.  Total  cost  for 

this purpose  will be T k . 1,10,000.00.Details of  cost  for land and land developmen t  

wi th spec i f ica t ion  has been shown in Annexure -3 .
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6 . 6  Office Building, Guard-Shed, Go-down-Cuni-Ice Factory:
Off ice  buidling,  Guard shed,  Go down-cu m -Ice  factory will  be cons t ructed  

cover ing side o f  tiie plot. It will be Semi-pucca  Tin shed bui lding consist ing  o f  

d i f fe rent  sec tions  for accomod at ion  of  off ice,  god ow n  and Ice factory .  5( f ive)  

guard  sheds  will  be const ructed  on sui table place.  Th e cos t  o f  const ruct ion is 

es t imated at Tk.  10,29,000.00.  Detail s o f  const ruction with specif ica tion has been 

s h o w n  in A n n ex u re -4 .

6 . 7  Machinery and Equipment ;

One  Ice co mpresser  machine  having a capaci ty o f  5 MT per  day will be 

p ro c u r e d  f r om  local  mark e t .  W e ig h i n g  sca le  h a n d l in g  e q u i p m e n t s ,  w a te r  

tes t ing  kit,  f i sh ing nets,  fry ea rr ing vesse ls ,  po wer  p um p machine ,  tubes for 

tube -w e l l  and o ther  eq u ip m e n t s  will  have  to be  p u rc h as ed  f rom  the  local  

m a rk e t .  It is e s t i m a t e d  that  the  m a c h i n e r i e s  and e q u i p m e n t  wi l l  c o s t  

Tk.  1 0 ,57 ,0 00 .00  inc lud ing  ins ta l la t ion .  De ta i l s  o f  m ach in e ry  and eq u i p m e n t s  

h ave been show n in Annexure-5 .

6 . 8  Vehicles :

One mini truck,  one mortor cycle  and 4(four) by cycles will be procured 

from local market.  It is est imated that the vehicles will cost  T k .3,69,000.00.

6 . 9  Miscell laneous fixed assets :

The  cos t  of  of f ice  furni ture ,  f ixure and equ ipment s  have been es t imated 

at  Tk.  1 ,67,000.00.  Th e detai l s  o f  vehicles ,  furni ture ,  f ixture  and eq u ip m en t s  

h av e  been sh own  Annexure -6 .

6 . 1  0 Pre-operative  expenses

P re - o p e ra t iv e  and othe r  expenses  du r ing cons t ru c t i on  per iod h ave  been

es t imated at Tk.  5 ,61,000 .00which  is shown in Annexure-7.
*

6 . 1 1  Working capital :

W o r k in g  capi ta l  has  been ca lcu la ted  aspe r  r equ ir em en t .  M arg in  m o n ey  

of  the  work ing  capital  will be 10% . working capital  loan will be renewed every  

year.  Deta i l s  of  work ing capital  requ iremen t  is shown in Annexu re-8 .
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6 . 1  2 Debt-Equity ratio :

T h e  c o - o p e r a t i v e  soc ie ty  will  ra ise  shar e  ca p i t a l  to the  tu ne  o f  

Tk .20,00,000.00 to support  28 .57% equi ty money to the project .  As  per  f inancial  

plan Tk. 50,00,000.00 will be arranged as long-term loan.

6 . 1 3  Production or catching of fish :

T h e  deta i l s  pos i t ion  o f  p roduc t ion  or ca tc h ing  o f  f i sh is sh o w n  in 

A n n e x u r e - 9 .

6 . 1 4  Sales revenue :

The detai ls  of  sales revenue is shown in Annexure-10.

6 . 1 5  Variable cost :

T he  var iable cost  for 10 years is shown in A n n e x u re - I I .

6 . 1 6  Fixed cost :

The fixed cost  for 10 years is shown in Annexure-12.

6 . 1 7  Income :

The s ta t ement  of  income including contr ibut ion and net  prof i t  is shown
in a n n e x u r e - 1 3

6 . 1 8  Net cash inflow :

The s ta tement  of  net cash inflow is shown in Annexue-14

6 . 1 9  Pay back period :

Pay back pe r io d  o f  the  projec t  is 3.32 years .  De ta i l s  is s how n  in
A n n e x u r e - 1 5.

6 . 2  0 Net present value :

Net  present  value  o f  the projec t  has been ca lcu la ted  at 15% d i scoun t

fac to r  for 10 years  for Tk. 54 ,41 ,000 .00 .  Deta il s  of  ca lcu la t ion  is sh ow n  in

A n n e x u r e - 1  6.

( 2 0 )



6 . 2 1  Benefit cost ratio :

At 15% interest  or d iscount  rate benef i t  cos t  ratio is 1.78. De ta i l s  o f

ca lcu la t ion  is sh own  in A nnexure-16

6 . 2  2 Internal rate of return (IRR):
T he  internal rate of  return of the projec t is 30.68%.  Detail  o f  ca lculat ion 

is shown in Annexure -17 .

6 . 2 3  Sens i t iv i ty  Analysis:

(a) At  50% highe r  cost  of  raw matar ia ls  net  cash inf low is shown  in
A n n e x u r e - 1  8

Pay back per iod = 3.70 years A n n e x u r e - 19

Net  present  value = 4348 thousands . A n n e x u r e - 2 0

Benef it  cost  ratio = 1.62 A n n e x u r e - 2 0

Internal  rate o f  return = 26.90% A n n e x u r e - 2 1

(b) At  10% lower  pr ice  of  co m m o d i ty  net  cash  inf low is s how n  in
A n n e x u r e - 2 2 .

Pay back per iod =3.90 years.  A n n e x u r e - 2 3

Net  present velue = 3562 thousand.  A n n e x u r e - 24

Benef i t  cost  ratio = 1.51 A n n e x u r e - 2 4

Internal  rate o f  return = 25.25% A n n e x u r e - 2 5

(c) Sum m ary  o f  sens it ivi ty analys is  is shown in Annexue-26.

6 . 2 4  Debt service coverage ratio ;

Calcula t ion of  debt  service coverage  ratio is shown in Ann exure-27

6 . 2 5  Depreciation :
Deprecia t ion has  been computed on assets in the fo l lowing rates :-

( a )  B u i l d i n g  ; 5 %

( b )  P la n t  and e q u ip m en t s  : 10%

( c )  V e h i c l e s  : 15%

( d )  Other  f ixed assets : 15%

Calcula t ion is shown in Annexure  -28.

( 2 1 )



6 . 2  6 Salvage value :
Th e sa lvage  value  is T k . .4 -7 /'7  thousands .  Deta il s o f  sa lvage  value  is

s how n  in A n n e x u re -2 9 .

6 . 2  7 Break even point :
T he  p ro jec t  will break even from the first  year  o f  its running.  Break

even  poin t  o f  the  projec t  com e  to 51.99%  ca pac i ty  u t i l iza t ion.  B reak  even

quant i ty  comes at 3747 kg. (2nd year).  Margin of  safty is 34605 kg. Margin  of

satety is 48 .01%.  Detai led calculat ion is shown in Annexure-30.

6 . 2 8  Term loan repayment schedule :
T h e  loan is proposed  to be repaid in 8 annual  s ta tements  s tar t ing  from

the 1st yea r  o f  opera t ion.  Th e ins ta lment  will be Tk. 11.50 lacs inc lud ing

interest .  This  ins ta lment  will be equal  upto seventh year.  A sch edule  show ing

repay m en t  of  loan and paymen t  o f  interest  is shown in Annexure-31

6 . 2 9  Prof i t  d is tr ib u t io n :
As per  provis ion of  the co-opeara t ive  societ ies  Act  and Rules the prof it

will be dist ributed as under

( i )  Rese rve  fund l5'/c

( i i )  D i v i d e n d ( M a x im u m )  50%

( i i i )  C on tr ibut ion to co -opera t ive  Dev el opmen t  fund 5%

( i v )  C o n t r ib u t io n  cha r i t ab le  p u rp ose  10%

( v )  Bonus  6 .25%

( 2 2 )



( 2 3 )

C H A P T E R - 7  

R E C O M M E N D A T IO N

Fishe r ie s  cont r ib u te s  about  80% o f  the  n a t io n ’s animal  Prote in  in- take ,  

so Fish  cul ture  plays  a very vital role in the economic  growth o f  the count ry  

mee t ing d em an d  o f  animal  prote in  and in gene ra t ing em ploym en t .

T he  main object ives  of  the Project  is to increase  the  income o f  the

m em bers  by prov id ing  re munerat ive  pr ice of  the produces  and to pr om ote  the  

con t inued  g rowth  o f  fish cu l tu re  t rhough co -opera t ives .  The  p ro pose d  p ro jec t

is f o u n d  f i n a n c i a l ly  r e w a r d i n g  e c o n o m i c a l l y  v i ab l e  and i n t e r m s  o f  its

obj ect ives  it has im mense  socio-econom ic  impacts.

The members  o f  the society will be able to buy fish and get em ploym en t  

on p re fe re n t ia l  bas is.  In co m e  o f  the  m em b er  will  be increased  and thei r  

be t ter  s t andard  o f  l iving will be assured.  Boost ing of  fish cul ture will  deve lop 

the econ om ic  growth o f  the country .  There  is a provision in pfof it  d is t r ibution 

that  10% o f  prof i t  will be d i s t r ibuted for  cha r i t ab le  pu rpose s .  T h ro u g h  this

prov i s ion ,  cr ea t ion  o f  ed uca t iona l  fac i l i t ies ,  heal th  ca re  cen t r e  etc.  wi ll  be 

po ss ib le  for the benef i t  o f  the mem ber s  and the  vi l lage  co m m uni ty .  Bes ides ,  

the  socie ty  will  be able to c rea te  fur ther  in com e  gen e ra t i n g  ac t iv i t ies  and

m o re  p eop le  will  ge t  m em b er sh ip  of  the society .  The  p ro jec t  will  use  the  

cul l tu rab le  ponds  of  the projec t area.  So,  opt imum use of the cul tu rable  ponds

will  be  assured.  More over ,  bac kward ,  forwad and har izontai  l inkages  will  be 

e s t ab l i s h e d  tow ards  d e v e lo p m e n t  s t ra tegy.

«

Ther efor e ,  the Projec t  may be implemented.
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( 2 5 )

C APITAL COST OF TH E PRO.IECT

A n n e x u r e - 2 .

(Figure in 'ooo Tk)
SI.No. P a r t i c u l a r s Cost

1. L and  and pon d  d e v e lo p m e n t . ( A n n exure -3 )  3521

2. Off ice bui lding.  Ice Factory & Godown.  (Annexure-4)1029

3. M a c h i n e r y  and e q u i p m e n t s . ( A n n e x u r e - 5 . )  1057

4. M i s c e l l a n e o u s  f ixed  asse ts .  A n n ex u re -6 .  536

5. P r e - o p e r a t i v e  e x p e n s e s . ( A n n e x u r e - 7 . )  561

6. M ar g in  m oney  for  work ing  c a p i t a l . (A n n e x u r e - 8 )  88

7. Con t ig encey  (Technica l  know how & co nsum ab le s)  208

Tota l 70 00

A n n e x u r e - 3 .

L A N D  FO R  O F F IC E  B U IL D IN G , PO NDS, G O D O W N -C U M -IC E  F A C T O R Y  
AND PO W ER  D E V E L O PM E N T  C O ST.

(Figure in'ooo Tk)
SI.
No.

I t e m Area in acre E s t i m a t e d
Cost

1. Land for off ice  bui lding 45' X 25=1125  sft=.025

2. Land for  godown 40' X 20=800 sft= .02 5 * 7
3. Land for Ice factory 30’ X 15=450 sft= .01 2.1

4. Land for Ponds 10 acres 20 0 0

5. Excavat ion of  ponds

(per  acre  1,00,000/-) 10 acres 1000

6. Wate r i ng  o f  ponds 10 acres 40.

7. R e -e xcava t ion  o f  ponds

( l ea sed  po nd s ) 20 acres 4 0  0

8. P o n d  p r e p a r a t i o n 20 acres 70

To ta l 3521

1 acre = 43560 sft.
Land price Tk. 2.00 lac per acre.



( 2 6 )

D ETA ILS OF O FFIC E BU IL D IN G , G U A R D  SH E D ,  
G O D O W N -C U M -IC E  F A C T O R Y

A n n e x u r e - 4
SL.
No.

Item Speci f ic a t ion Site & 
Area

Rate
Tk/Stt

Estimated 
Cost in 'OOOTk.

1. 'Off ice  Bu i ld ing 5" brick wall, brick 1000 sft. 40 0 400

2. B o u ndary  
f e n c i  n g

3. G o d o w n - c u m  
Ice fac tory .

4. Guard  shed 
( F i v e )

pil lar,  Rcc column,  
c.l. sheet  roof  over 
w ooden truss,  brick 
soi l ing  f loor  lO'high.

Wooden pillar with 300' 
gap of  8' & barbed 
wire 10' height.

5" brick wall, 10" 900 sft
X 10" brick pillar,
Ice f a c to r y = 2 5 ’x l 5 '  
godown= 30' X 15'
C.l.  sheet roof  over 
w o o d e n  t ru s s ,b r i ck  
so i l in g  f l o o r , c e i l i n g  
height  = 14'.

Ea r th en  f loor ,C. l .  
sheet fench, C.l. 

sheet roof over 
w ooden  truss.

( 2 4 )

12' xlO'= 
120'x 5= 
600 sft.

70

4 00

120 sft

21

36 0 .

20

5. T o i l e t ( E i g h t ) . T k .5500  
per  toilet.

4 4

6. E l e c t r i f i c a t i o n .  
& Sani ta t ion .

70

7. O th e r  works. 20

8. c o n t i g e n c y . (  1 0 % ) . 94

Total : 1029



M A C H IN E R Y  AND E Q U IP M E N T  

W IT H j COST _ O F  XÎ T A L L A T IO N

( 2 7 )

A n n e x u r e - 5 .

SI.
No.

P a r t i cu l a r s  o f  M ac h in e r i e s  
& Eq u ipm en t

N u m b e r / S e t Value in 
'000 Tk.

1. Ice  com pr esser (c apac i ty  5M T per day)

com pany  name - Bilzer,  Italy. I 120

2. W e ig h i n g  sca le  and han d l ing  eq u ip m en t I 12

3. W a te r  Tes t ing kit - 50

4. F is h ing  Nets . 6 300

5. Fry  ca rry ing  vesse ls . 30 15

6. P o w e r  p u m p (M a in  p u m p  mach ine ) . 2 60

7. T ub e well. 20 2 00

8. Ice can(for  earr ing fish into market  & 150 3 00

pre servat ion  in g odow n  wi th Ice)

capaci ty 10 kg. per can.

Total ; 1057



( 2 8 )

D E T A I L S  O F  O T H E R  F I X E D  C A P I T A L  R E Q U I R E M E N T

A n n e x u r e - 6 .

SL. P a r t i c u l a r s Number Est imated Value
No. in '000 Tk.

I. Mini  T ru ck (M oto r  lorry) 
( R e c o n d i t i o n e d )

275

2. Full  Sec re tar ia t e  Tab le 3 15

3. H a l f  Sec re tar ia t e  Table 3 9

4. C u sh io n  C h a i r 2 8

5. A rm ed  Cha i r 16 10

6. I ron Safe 1 10

7. Stee l  A lm i ra h 5 25

8. R a c k 6 3

9. Smal l  Table 4 2

10. Electr ic Fan 6 12

11.Type Wri ter 1 20

12. Calcula to r 4 4

13. M otor  cycle 2 86

14. By-cyc le 4 8

15. Sign board 1 2

16. Light  fi t t ings 5

1 7 . T e l e p h o n e 1 20

1 8 . T o r c h 10 2

19. H a r i ca n e 20 2

20. Khat 4 8.

21.  M isc e l l an e o u s . 10
Total : 536



( 2 9 )

A n n e x u r e - 7 .

P R E -O P E R A T IV E  AN D  O T H E R  E X P E N SE S D U R IN G  C O N S T R U C T IO N  
P E R IO D  ( TO BE C A P IT A L IS E D )

_____________________________________________________ _________ (F igure  in ' ,  - Tk)
SI. I t e m Estimated Cost.

I. E s t a b l i s h m e n t  e x p e n s e s ( S a l a r i e s )

(a) Salary  for M an a g e r 4 2 0 0 0

(b) Sal ary  for  A c co u tan t - cu m -C a sh ie r . 16000

(c) Fishe ry  Off icer . 16000

(d) T y p i s t - c u m - C l e r k 12000

2 R en t  for po nd s( l ea se  cost )

3. T r a v e l l i n g  e x p e n s e s .

4. In teres t  on term  loan.

5. S t a t i o n e r y .

6. B r o k e r a g e .

5 0 0 0 0

5000

3 7 5 0 0 0

500 0

4 0 0 0 0

Total : 5,61,000
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A n n e x u r e - 1 5
C A L C U L A T IO N  OF PAY BACK PP^RIOD 

( Normal )
(Figure in "OOP Tk.)

( 3 7 )

SI.
No.

Particulars Y e a r
0

1st
y -

2nd
yr.

3rd
yr

4th
yr

5th
yr

1. Capital  cost. 70 00

2. Net  cash inflow. 1695 2267 2284 2343 23 6 2

3. C u m u l a t i v e  
cash  inf low. 1695 3962 6246 8589 10951

4. U n r e c o v e r e d  
C ap i t a l  In v e s tm en t . -5305 -3038 -754 + 1589 +3951

Pay back perod =
754

3 + — - = 3 + .32 = 3.32 years. 
2343

A n n e x u r e - 16 

(Figures in 'OQOTk.)
Y e a r I n v e s t m e n t

cost
Net cash 
inflow

Discount 
factor at 15%

Present  value  cash 
inflow(Benefit)

0

1

7 0 0 0

1695 0.869 6 1474

2 2267 0.7561 1714

3 2284 0.6575 1502

4 2343 0.5718 1340

5 23 62 0.4972 1 174

6 239 2 0.4323 1034

7 2419 0.375 9 909

8 2443 0.326 9 7 99
9 2475 0.2843 704
10 72-^2- 0 .2472

Total : 12457)

NPV = 1245S- 7000 = 5 4 S O

Benefit  cost  Rat io(BCR) = Present value
Capital cost.

= 124^0 
7000 

= 1.78



( 3 8 )

A n n e x u r e - 1 7

( N o r m a l )

Y e a r Net  cash 
inflow

D i s c o u n t  
factor at 30%

PV at
30%

Discoun t  fac to r  
at 31%

PV at 31%

1 1695 .7692 1304 .7633 1294

2 2267 .5917 1341 ♦ .5827 1321

3 228 4 .4552 1040 .4448 1016

4 2343 .3501 820 .3395 795

5 2362 .2693 636 .2592 612

6 239 2 .2072 495 .1978 473

7 24 1 9 .1594 386 .1510 365

8 2443 .1226 300 .1153 282

9 247 5 .0943 233 .0880 218

10 1 2 % ^ .0725 525 .0671 486

Total  present  value : 7080 6962

NPV at 31% = 6962 _ 7000 = - 38(Negative)

NPV at 30% = 7080 - 7000 = 80 (Positive).

NPV
1 rd

IRR = LRD + .............. ..................... X ( HRD - LRD)
NPV - NPV

I r d  hrd
80

30 + .........................  X ( 3 1 -  30)
80 - ( - 3 8 )

80
30 4- ..............................  X 1

80 + 38 

80
30 + ................ X 1

1 18

= 30 -f-. 68 X 1
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S E N S I T I V I T Y  A N A L Y S I S  

C A L C U L A T I O N  O F  PAY B A C K  P E R I O D  A T  5 0 %  H I G H E R  C O ST

( 4 0 )

A n n e x  l i re - 1 9

O F  R A W  M A T E R I A L S .

(Figure in 'OOP Tk)
P a r t i c u l a r s  O yr Ist .y.  2nd yi[. 3rd.yr, 4th.yr. 5th.yr.

Capi tal  cost  7000

Net  cash inflow 1462 2027 20 4 0  2091 21 0 4

i in r e c o v e r e d  ca p i t a l - 5538 - 3511 -1471 -1-620 + 2724
i n V e n s t 111 e n t .

1471
Pay back period 3 3 + — -  = 3 - 1 -  .70 = 3.70 years.

2091

A n n e x u r e - 2 0
S E N S I T I V I T Y  A N A L Y S I S

N P V  A N D  B C R  C A L C U L A T I O N  A T  5 0 %  H I G H E R  P R I C E  O F
R A W  M A T E R I A L S .

Y e a r Net  cash Discount fector Present
i n f l o w at 15% value

1 1462 .8696 m l
2 2027 .7561 1533

3 20 4 0 .6575 1341

4 209 ! .5718 1 196

5 2104 .4972 1046

6 2125 .4323 91 9

7 21 44 .3759 806

8 215 9 .3269 706

9 2185 .2843 621

10 6945 .2472 1717

Total 1 1 1 6 ^ 4

p v  • _

Capital Cost 7000

4 1 S G



( 4 1 )

S E N S I T I V I T Y  A N A L Y S I S  
C A L C U L A T IO N  O F IR R  AT 50% H IG H E R  PR IC E  O F R A W  M A T E R IALS

(Figure in 'OOP Tk)_________

A n n e x u r e - 2 1

Y e a r Net cash 
i n f l o w

Discount 
factor at 28%

Present 
value at 28%

Discount 
factor at 25%

Present 
value at 25%

1

2

3

4

5

6

7

8

9

10

1462

2027

2 0 4 0

2091

2 1 0 4

2125

2 1 4 4

2159

2185

6945

0 .7 8 1 2

0.6103

0 .4 7 6 8

0.3725

0 .2 9 1 0

0.2273

0 .1 7 7 6

0 .1387

0 .1 0 8 4

0 .0847

1142

1237

973

779

6 12

483

381

299

237

588

.8000

.6400

.5120

.4096

.3277

.2621

0 .2097

0.1678

0 .1 3 4 2

0 .1 0 7 4

1170

1297

1044

856

689

5 57

4 5 0

3 62

293

7 46

Total : 6731 7 4 6 4

Capital (?ost = 7000

NPV at 28% = 6731 - 7000 = - 269 (Neg) 

NPV at 25% = 7464 - 7000 = 464 (Positive)

NPV
Ird

IRR = LRD +

464

NPV - NPV 
Ird hrd

25 + -— .................  X ( 28 - 25)
464 - ( -2 6 9 )

464
25 + X 3

733

25 + 1. 90

X ( HRD - LRD)

IRR = 26.90%
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S E R g l X I V l T Y A N A I .Y S 1S  

C A L C U L A T IO N  O F PAY BACK PERIO D A T  10% L O W E R  PR IC E O F

C O M M O D ITY

( 4 3 )

A n n e x u r e - 2 3

P a r t ic u la r s
____________________ ___________ Figure in 'OOP TK.

O yrj Ist.vK 2nd Srd.yrJ 4th.yr.| 5th.yr.

Capital cost

Net cash inflow

U n reco v ered  capital  
in v e n s t m e n t .

7 0 0 0

1403 1911

-5 5 9 7  - 3686

1917 1965

- 1769 + 196

1972  

+ 2168

1769
Pay back period = 3 + .......  = 3.90 Years.

1965

A n n e x u r e - 2 4

S E N S I T I V I T Y  . A N A L YSI S  
B C R  A N D  N PV  C A L C U L A T IO N  A T  10% L O W E R  PR IC E  OF C O M M O D IT Y

y e a r Net Cash Inflow Discount factor at 15% 1 Present Value

1 1403 0 .8696 1220

2 1911 0.7561 1445

3 1917 0.6575 1260

4 1965 0.5718 1124

5 1972 0 .4972 9 80

6 1991 0.4323 861

7 20 0 6 0 .3 7 5 9 754

8 20 1 7 0 .3269 65 9

9 20 3 6 0.2843 57 9

10 6795 0 .2472 1680

Total : 10562

NPV = 10562 - 7000 = 3562

NPV + C 3562 + 7000
BCR = .............. = ................... = 1.51

C 7000



A n n e x u r e - 2 5
S E N S I T I V I T Y  A N A L Y S I S  

IR R  C A L C U L A T IO N  AT 10% L O W E R  PR IC E  O F C O M M O D IT Y

________ (Figure in 'OOP Tk.)

(44)

Y e a r Net cash 
i n f l o w

Discount fac 
tor at 25%

Present Value 
at 25%

Discount factor 
at 26%

Present Va  
lue at 26%

1

2

3

4

5

6

7

8

9

10

1403

1911

1917

1965

1972

1991

2 0 0 6

2017

2036

6795

.8000

.6400

.5120

.4096

.3277

.2621

.2097

.1678

.1342

.1074

1122

1223

982

805

6 46

522

421

338

273

7 30

.7937

.6289

.5000

.3968

.3145

.2500

.1984

.1575

.1250

.0992

1114

1202

9 59

7 8 0

6 2 0

49 8

398

318

255

6 7 4

Total : 7062 68 1 8

NPV at 25% = 7 0 6 2 7 0 0 0  = 62 

NPV at 26% = 6818 - 7000 = - 182 

NPV
Ird

IRR = LRD + ......................................... -  X (HRD - LRD)
NPV - NPV 

Ird hrd

62
25 + .................—  X (26 - 25)

62 - ( -182)

62
25 + — ...................  X 1

6 2 +  182

62 *
25 + ...............  X 1

244

25 + .25 X 1

25.25 X 1

25.25%



(45)

S A M M A R Y _ O F  S E N S IT IV IT Y  A N A L Y S IS

A n n e x u r e - 2 6

SL.
No.

Critical
A s s u m p t io n

Pay back period 
(years)

NPV @ 15% 
(Tk.'OOO)

BCR @ 15% 
(Ratio)

IR R
%

1. N o r m a l  
(M ain results)

3 .32 5441 1.78 30 .68

2. Product price  
Lower by 10%

3.90 35 6 2 1.51 25.25

3. Row matarials 
cost high by 50%

3.70 f . 5 9 2 6 .9 0

A n n e x u r e - 2 7

D E B T  SE R V IC E  C O V E R A G E  R A T IO

P a r t ic u la r s 1 Ist.yr. 1 2nd yr. 1 3rd.yr.| 4th.yr.l 5th.yr. |

Net Profit 707 1365 1473 1564 1949

A d d .D e p r e c ia t io n . 238 2 12 190 171 153

A d d .I n te r e s t  
on term loan.

75 0 6 90 621 608 4 6 0

Total : 1695 2267 2284 2343 2 3 6 2

Term loan 4 0 0 4 6 0 5 29 542 6 9 0

Interest on 
term loan(add) 7 5 0 6 90 621 608 4 6 0

Total : 1150 1150 1150 1150 1150

Debt service 1.47 1.97 1.99 2.04 2 .05
coverage  ratio.
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( 4 7 )

S A L V A G E  V A L U E

SL.NoJ Ite iiT

A n n e x u r e - 2 9 .  

(figure in 'OOOTk)
Writtens sdowiv value

1. B u i l d in g 6 16 .1 0

2. Plant & equipements 386.55

3. V e h i c l e s . 72.65

4. Other fixed assets. 32 .87

Total : 1108.17

Total written down value = 1108.17

Add. undepreciated capital(Land) = 352 1 .0 0

Add. Margin money 88.00

Total Salvage Value : 4 717 .17
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( 4 9 )

LO A N  R E P A Y M E N T  S C H E D U E
A nn ex  l i r e - 3 I

(Figure in'OOO T kJ
Year. I n s t a l m e n t I n t e r e s t Total

repayment
Glossing
Balance

2

3

4

5

6 

7

4 ,00 ,0 00

4 .60 .0 00

5.29 .0 00  

5 ,41 ,650  

6 ,89,598 

7 ,53,037 

9 ,11,993

6 ,7 4 ,7 22

7. 50.000

6. 90.000

6.21.000 

6, 08,350  

4 ,60 ,402  

3 ,56,963 

2 ,38,007 

1,01,208

11.50.000

11.50.000

11.50.000 

M , 50,000

11.50.000

11.50.000

11.50.000

7, 75,930

5 0 .0 0 .0 0 0 .

4 6 .00 .0 00

4 1 .40 .0 00

36 .11 .000 

3 0 ,69,35 0 

23 ,79 ,752  

15,86,715

6 ,74 ,722

Total 50,00,000 38 ,25 ,930 88 ,25,930



( 5 0 )

A n n e x u r e - 3 2
C A L C U L A T I O N  O F  W A G E S  & S A L A R I E S

(Figure in Tk)
SL.
Mo.

D e s i g n a t i o n Num ber Month ly
Salary.

A n n u a l
Salary.

1. M a n a g e r . 1 7000 8 4 0 0 0

2. A ccoun t
c u m - C a s h i e r 1 40 0 0 4 8 0 0 0

3. F is h e ry  Off ice r . 1 40 0 0 4 8 0 0 0

4. S al es  S u p e rv i s o r I 4 0 0 0 4 8 0 0 0

5. Ty  pi s t - c  u r n - C l e r k 1 3000 3 6 0 0 0

6. Fie ld  Superv i so r . 2 600 0 7 2 0 0 0

7. D r i v e r . 1 3000 3 6 0 0 0

8. I . e .  O p e ra to r - cu m -  
g o d o w n  kee pe r . I 3000 3 6 0 0 0

9. Ski l led  Labour . 2 500 0 6 0 0 0 0

10. C a r e t  a k e r - c u n i - G u a r d . 2 40 0 0 4 8 0 0 0

Total : 13 4 3 0 0 0 5,16 ,0 00

Total  Annual  Salary = 5.16 lacs.

Add. Fringe benefit  @ 35% 1.81 lacs.

Add. P.F. contribution @ 10% = 0.52 lacs

G r a n d  T o t a l  = 7 .4 9 la c s .
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A c k n o w l e d g e m e n t s

I t  i s my  h o n o u r  t h a t  I h a v e  a c h a n c e  t o  p a r t i c i p a t e  t h e  
10 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 a n a g e m e n t  of  A g r i c u 11 u ra I C o o  p e ra t i ve s i n A s i a  ( I n d i a ,  
M a l a y s i a  a n d  J a p a n )  f r o m  O c t o b e r  1 8,  1 9 9 5  t o  Ap r i l  20 ,  1 996 .  
He r e  I w o u l d  l i k e  t o  e x p r e s s  my  g r e a t  g r a t i t u d e  t o  I CA R O A P  
and  MA F F  o f  J a p a n e s e  g o v e r n m e n t  w h i c h  p r o v i d e  me t h i s  
o p p o r t u n i t y  t o  l e a r n  a b o u t  t h e  c o o p e r a t i v e  m o v e m e n t  i n A s i a  
and  t h e  m a n a g e m e n t  s k i l l s .

I a l s o  w o u l d  l i k e  t o  t h a n k  Mr .  D a m a n  P r a k a s h ,  p r o j e c t  
d i r e c t o r  o f  t h i s  p r o g r a m m e ,  Mr ,  A,  H. G a n e s a n ,  p r o j e c t  o f f i c e r  
and  o* t her  s t a f f  m e m b e r s  o f  I CA R O A P ,  P r o f e s s o r  G,  
K r i s h n a m u r t h y  a n d  o t h e r  f a c u l t y  m e m b e r s  o f  I RMA  f o r  t h e i r  
s u c c e s s f u l  o r g a n i z i n g  t h i s  p r o g r a m m e  an d  e x c e l l e n t  t e a c h i n g .

T h i s  t r a i n i n g  p r o g r a m m e  i s v e r y  h e l p f u l  a n d  u s e f u l  t o  me .  In 
f a c t ,  t h r o u g h  t h i s  t r a i n i n g  p r o g r a m m e ,  I g e t  an o u t l i n e  a b o u t  t h e  
a g r i c u l t u r a l  c o o p e r a t i v e  m o v e m e n t  i n A s i a  a nd  I l e a r n  m a n y  
m a n a g e m e n t  s k i l l s  t o  h e l p  i m p r o v i n g  t h e  e f f i c i e n c y  i n my  w o r k .  
B e s i d e s ,  1 c o u l d  c o l l e c t  e n o u g h  i n f o r m a t i o n  and  m a t e r i a l s  f o r  my  
d o c t o r a l  d i s s e r t a t i o n  a nd  e x c h a n g e  my  v i e w p o i n t s  w i t h  o t h e r  
p a r t i c i p a n t s  w h o m  1 a l s o  e n j o y  h a v i n g  m a d e  f r i e n d s  w i t h .

At  l a s t ,  1 am v e r y  g r a t e f u l  t o  Al l  C h i n a  F e d e r a t i o n  o f  
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  ( A C F S M C )  f o r  g i v i n g  me



t h i s  g o o d  o p p o r t u n i t y  and  s u p p o r t i n g  i n my  p r e p a r i n g  t h i s  
p r o j  e ct .

F e b u r a r y ,  1 99 6  

vL i u H u i 

A C F S M C  

B e i j i n g ,  C H I N A



C h a p t e r  1 Summa r y

1.1 The  p r o j e c t  i s c a t t l e  b r e e d i n g ,  f a t t e n i n g ,  s l a u g h t e r i n g  
and  p r o c e s s i n g ,  w h i c h  i s a c o r p o r a t e d  p r o g r a m m e  b e t w e e n  
B e e f a l o  C o m p a n y  o f  U . S . A  a nd  Z h o n g j i a  B u s i n e s s  an d  T r a d e  
C o m p a n y ,  an a f f i l i a t e d  c o m p a n y  o f  A C F S M C .  The  p r o j e c t  w i l l  
be i m p l e m e n t e d  an d  r un by a j o i n t  v e n t u r e  w h i c h  w i l l  be  
f o r m e d  and  r e g i s t e r e d  by a b o v e  t w o  c o m p a n i e s .

1 . 2  The  p r o j e c t  i s l o c a t e d  in F e n g l i n  and  D a c h a n g  
c o u n t i e s  o f  He b e i  p r o v i n c e  w h i c h  a r e  v e r y  n e a r  t o  B e i j i n g  and  
T i a n j i n ,  t w o  b i g g e s t  c i t i e s  in n o r t h  Ch i n a .

1 . 3  The  o b j e c t s  o f  t h i s  p r o j e c t  a r e  t o  m e e t  an i n c r e a s i n g  
d e m a n d  in m a r k e t ,  i n t r o d u c e  i m p r o v e d  b r e e d  a nd  a d v a n c e d  
m a n a g e m e n t  s k i l l s  a n d  t e c h n i q u e s  f r o m  a b r o a d ,  i n c r e a s e  t he  
i n c o m e  of  f a r m e r  m e m b e r s  a nd  c o o p e r a t i v e s .

1 . 4  T o t a l  i n v e s t m e n t  o f  t h e  p r o j e c t  i s 3 1 . 9 8  m i l l i o n  y u a n  
( a b o u t 3 . 8 5 m i l l i o n U . S .  d o l l a r s ) .

1 . 5  The  s o u r c e s  o f  f u n d  a r e  f r o m  B e e f a l o  C o m p a n y  ( 1 4 . 3 8  
m i l l i o n  y u a n ,  4 5% o f  t o t a l  i n v e s t m e n t )  a n d  Z h o n g j i a  C o m p a n y  
( 1 7 . 6  m i l l i o n  y u a n ,  5 5 % of  t o t a l  i n v e s t m e n t ) .  Th e  i n v e s t m e n t  
of  Z h o n g j i a  C o m p a n y  w i l i ' b e  f i n a n c e d  by A C F S M C  i n v e s t m e n t  
f u n d  ( 10  m i l l i o n  y u a n )  a nd  ban^k l o a n  ( 7 . 6  m i l l i o n  y u a n ) .



1 . 6  The  m a j o r  c o m p o n e n t s  o f  t h e  p r o j e c t  a r e  as  f o l l o w s :  

B r e e d i n g  f a r m  

F a t t e  n i n g f a rm

S l a u g h t e r i n g  and  p r o c e s s i n g  f a c t o r y  ( i n c l u d i n g  a 
c o l d  s t o r a g e  h o u s e )

1 , 7 The  c a p a c i t i e s  o f  t h i s  p r o j e c t  a r e  t o b r e e d  3 0 0  h e a d s  
o f  c a l v e s ,  f a t t e n  8 , 0 0 0  h e a d s  of  b e e f s ,  and  s l a u g h t e r  2 5 , 0 0 0  
h e a d s  a n n u a l l y .  The  c a p a c i t y  o f  c o l d  s t o r a g e  i s 5 0 0  t o n s .

1 . 8  The  p r o j e c t  w i l l  p r o c u r e  o t h e r  c a t t l e  r e q u i r e d  f o r  
f a t t e n i n g  and  s l a u g h t e r i n g  f r o m  l o c a l  f a r m e r  m e m b e r s .  The  
m a i n  m a c h i n e r y  and  e q u i p m e n t  o f  t h e  s l a u g h t e r i n g  and  
p r o c e s s i n g  f a c t o r y  w i l l  be i n t r o d u c e d  f r o m  H o l l a n d ,  o t h e r  
s u p p l e m e n t a r y  e q u i p m e n t  and  i n s t r u m e n t  w i l l  be p u r c h a s e d  in 
d o m e s t i c  ma r k e t .

1 . 9  A l l  t h e  b e e f  p r o d u c t s  w i l l  be s o l d  i n B e i j i n g  and  
T i a n j i n  m a r k e t s .

1 . 1 0  The  r e s u l t s  of  f i n a n c i a l  a n a l y s i s  of  t h e  p r o j e c t  a r e  
a s  f o l l o w s :

P a y b a c k  p e r i o d s '  3 y e a r s

NP V  ( 1 0%) :  5 3 . 1 7  m i l l i o n  y u an

I R R : 3 7 , 5%



1. 11 T h e r e  w i l l  be 23  s t a f f .  77 t e c h n i c i a n s  and  110  
w o r k e r s  e m p l o y e d  i n t h e  p r o j e c t .  F o u r  e x p e r t s  f r o m  a b r o a d  
w i l l  c o m e  t o  C h i n a  t o  h e l p  t h e  i m p l e m e n t a t i o n  o f  t h e  p r o j e c t .

1 . 1 2  The  f a r m e r s  w i l l  g e t  b e n e f i t s  f r o m  t he  p r o j e c t  w i t h  
7 0 7 . 8 6  m i l l i o n  y u a n  i n c o m e  i n c r e a s e d .  M o r e o v e r ,  t h e  p r o j e c t  
w i l l  p r o v i d e  2 10  e m p l o y m e n t  o p p o r t u n i t i e s  t o f a r m e r s ,  w h i c h  
m e a n s  a n o t h e r  i n c o m e  c h a n n e l  f o r  t h e  f a r m e r s .

1 . 1 3  The  c o n s t r u c t i o n  p e r i o d  o f  t h e  p r o j e c t  w i l l  be a b o u t
1 y e a r .



C h a p t e r  2 B a c k g r o u n d

2. 1 O v e r a l l  s i t u a t i o n

2 . 1 . 1  A f t e r  t h e  e c o n o m i c  r e f o r m  s t a r t e d  in 1 9 7 8 ,  t h e  
p e o p l e ' s  i n c o m e  ha s  i n c r e a s e d  r a p i d l y  and  t h e i r  l i v i n g  
s t a n d a r d  ha s  b e e n  i m p r o v e d .  T h i s  t r a n s f o r m a t i o n  h a s  b r o u g h t  
a c h a n g e  i n h o u s e h o l d s '  c o n s u m p t i o n  s t r u c t u r e  on f o o d  w h i c h  
a r e  s h o w n  on t h e  f o l l o w i n g  t a b l e .

H o u s e h o l d  f o o d  e x p e n d i t u r e  s t r u c t u r e  (%)

■ Ru r a l A r e a Ur b an I A r e a

1 97 8  • 1 9 9 4 19 7 8 1 99 4

G r a i n

N o n - S t a p l e  F ood  

O t h e r

6 5 . 3

31 . 4  

3 . 3

41 . 7  

4 4 , 2

14 . 7

2 2 . 8 5

5 4 . 2 0

2 2 . 9 5

1 4 . 2 0  

6 1 , 0 0  

2 4 . 8 0

To t a l 1 0 0 , 0 1 0 0 . 0 1 0 0 . 0 0 1 0 0 . 0

2 . 1 . 2  E s p e c i a l l y ,  i n r e c e n t  y e a r s ,  t h e r e  i s an i n c r e a s i n g  
d e m a n d  f o r  b e e f  p r o d u c t s  a l o n g  w i t h  t h e  i m p r o v e m e n t  o f  
p e o p l e s '  l i v i n g  s t a n d a r d .  In B e i j i n g  m a r k e t ,  t h e  a v e r a g e  
c o n s u m p t i o n  o f  b e e f s  w e r e  4 9 , 7  t o n s  pe r  da y  in 1 990 ,  b u t  in 
19 9 4  i t  i n c r e a s e d  t o 80 t o n s .  In 1 9 9 4 ,  6 0% c o n s u m p t i o n  of  
b e e f s  w e r e  s u p p l i e d  by l o c a l  p r o d u c e r s ,  4 0% w e r e  p u r c h a s e d



f r o m  o t h e r  p l a c e s .  B e s i d e s ,  m a n y  h o t e l s  and  f o r e i g n  
e m b a s s i e s  i m p o r t e d - a  l o t  o f  b e e f s  f r o m  a b r o a d  t o  m e e t  t h e i r  
s p e c i a l n e e d s .

2 . 1 . 3  So  i t  i s h i g h  t i m e  f o r  t h e  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 ,  t h e  f a r m e r s '  o r g a n i z a t i o n ,  t o  p o s i t i v e l y  
p a r t i c i p a t e  i n t h i s  f i e l d .  As  t h e  a p e x  o rg a n i z a t i o n ,• A 11 C h i n a  
F e d e r a t i o n  of  S u p p l y  a n d  M a r k e t i n g  C o o p e r a t i v e s  ( A C F S M C )  
has  ma d e  i t s  d e c i s i o n  t o  c h o s e  Z h o n g j i a  C o m p a n y  t o  
u n d e r t a k e  t h i s  t a s k  by t a k i n g  a d v a n t a g e s  o f  t h e  c o o p e r a t i v e s '  
l a r g e  m a r k e t i n g  n e t w o r k s  and  f a c i l i t i e s  a c r o s s  t h e  c o u n t r y .

2 . 1 . 4  Fo r  t h i s  r e a s o n ,  on Dec .  1 9 9 5 ,  t h e  Z h o n g j i a  
C o m p a n y  i n v i t e d  B e e f a l o  C o m p a n y  w h i c h  w a s  i n t e r e s t e d  i n 
c o o p e r a t i n g  and  i n v e s t i n g  i n C h i n a ,  t o  v i s i t  s o m e  a r e a s  in 
no r t h  C h i n a .  T w o  c o m p a n i e s  i n v e s t i g a t e d  t h e  b e e f  m a r k e t  and  
t h e  c o n d i t i o n s  o f  c a t t l e  b r e e d i n g  i n n o r t h  C h i n a .  T h e y  
d i s c u s s e d  a nd  d e c i d e d  t o c o o p e r a t e  in a p r o j e c t  o f  c a t t l e  
b r e e d i n g ,  f a t t e n i n g ,  s l a u g h t e r i n g  and  p r o c e s s i n g .

2 - 2  P r o j e c t  a r e a

2 2. 1 The  p r o j e c t  a r e a ,  F e n g l i n  a n d  D a c h a n g  a r e  t w o  
c o u n t i e s  o f  He b e i  p r o v i n c e ,  w h i c h  a r e  v e r y  n e a r  t o  B e i j i n g  
and  T i a n j i n ,  t w o  b i g g e s t  c i t i e s  i n n o r t h  Ch i n a .

2 . 2 . 2  F e n g l i n  c o u n t y  i s l o c a t e d  on t he  c o n t i g u o u s  a r e a  o f  
i n n e r  M o n g o l i a  H i g h l a n d  an d  No r t h  C h i n a  P l a i n ,  2 7 0  km n o r t h  
t o  B e i j i n g .  T h e r e  i s a b u n d a n t  w a t e r  a n d  g r a s s  r e s o u r c e s  w i t h



4 9 1 , 0 0 0  h e c t a r e s  g r a s s l a n d  a nd  3 2 , 4 0 0  h e c t a r e s  a r t i f i c i a l  
g r a s s l a n d .  One  o f  t h e  ma i n  c r o p s  i s m a i z e  w h i c h  p r o v i d e s  
e n o u g h  s u p p l y  f o r  f i n e  f o d d e r  f o r  b e e f s  p r o d u c t i o n .

T h e r e  ha s  b e e n  a l o ng  h i s t o r y  of  c a t t l e  b r e e d i n g  i n t h i s  
c o u n t y ,  and  t he  l o c a l  g o v e r n m e n t  t h i n k s  h i g h l y  o f  i t  w i t h  
c r e d i t  a n d  t e c h n i c a l  h e l p s .  F e n g l i n  i s t h e  b i g g e s t  c o u n t y  on  
c a t t l e  b r e e d i n g  i n He b e i  p r o v i n c e  w i t h  a v e r a g e  c a t t l e  b r e d  1 . 5  
h e a d s  pe r  h o u s e h o l d .  In 1 994 ,  1 8 0 , 0 0 0  h e a d s  o f  c a t t l e  w e r e  
p r o d u c e d  and  in 1 9 95  i t ' s  e s t i m a t e d  t o be 21 0 , 0 0 0  h e a d s .  The  
h a l f  o f  t o t a l  a g r i c u l t u . r a l  g r o s s  o u t p u t  v a l u e  in t he  c o u n t y  i s 
a n i m a l  h u s b a n d r y  i n w h i c h  6 0% i s c a t t J e  b r e e d i n g .

The  c o u n t y  ha s  b e g a n  t o i m p r o v e  t he  c a t t l e  b r e e d s  f r o m  
1 9 7 0 s .  N o w  t he  p e r c e n t a g e  o f  i m p r o v e m e n t  h a s  r e a c h e d  80%.  
T h e r e  a r e  5 9 , 0 0 0  h e a d s  of  i m p r o v e d  f e m a l e  p a r e n t  c a t t l e .  The  
l i v e s t o c k  d e p a r t m e n t  of  g o v e r n m e n t  h a s  b u i l t  a t h r e e - t i e r  
s e r v i c e  s y s t e m  t o p r o v i d e  t e c h n i c a l  g u i d a n c e ,  e p i d e m i c  
p r e v e n t i o n  f r o m  v i l l a g e ,  t o w n s h i p  t o  c o u n t y  l e v e l .

2 , 2 . 3  D a c h a n g  c o u n t y  i s l o c a t e d  90 km e a s t  t o B e i j i n g  
and  180  km n o r t h  t o T i a n j i n ,  so  i t  i s v e r y  n e a r  t o  h a r b o u r  and  
a i r p o r t  w i t h  t r a n s p o r t  f a c i l i t i e s ,  t h i s  g r e a t  g e o g r a p h i c a l  
a d v a n t a g e  m a k e s  i t  c o n v e n i e n t  t o m a r k e t  f r e s h  b e e f s .  A n o t h e r  
a d v a n t a g e  i s t h a t  D a c h a n g  i s a M u s l i m  c o u n t y ,  i t  has  a l o n g  
h i s t o r y  on b e e f  s I a u g h t e r i n g ‘ a n d p r o c e  s s i n g , a n d  i s f a m o u s  
f o r  i t s  h i g h  q u a l i t y  o f  b e e f s .

2 . 3  T h o u g h  t h e r e  a r e  a b o v e  a d v a n t a g e s ,  t h e  f a r m e r s  a r e  
s t i l l  f a c e d  s o m e  p r o b l e m s .  F i r s t ,  f a r m e r s  ha ve  no c h a n n e l  t o



m a r k e t  t h e i r  b e e f s ,  t h e y  a r e  u s u a l l y  e x p l o i t e d  by t h e  
m i d d l e m e n  an d  p r i v a t e  t r a d e r s .  S e c o n d l y ,  t h e r e  i s no m o d e r n  
s l a u g h t e r i n g  a n d  p r o c e s s i n g  f a c t o r y ,  so t h e r e  i s no b e n e f i t s  
f r o m  b e e f  p r o c e s s i n g  as  v a l u e  a d d i t i o n .  T h i r d l y ,  t h e  f a r m e r s  
t h e m s e l v e s  c a n  no t  y e t  a f f o r d  a l l  o f  t h e  c a t t l e  w h i c h  t h e y  
w a n t  t o  b r e e d ,  t h e  l o c a l  b a n k s  a r e  a l s o  s h o r t  o f  m o n e y  t o  
f i n a n c e  f a r m e r s '  b r e e d i n g .  On t he  o t h e r  h a n d ,  t h e  l o c a l  
c o o p e r a t i v e s '  s t r e n g t h s  a r e  v e r y  p o o r ,  t h e y  a r e  s t i l l  
s t r u g g l i n g  f o r  t h e i r  s u r v i v i n g .  So  t h i s  p r o j e c t  i s e x p e c t e d  t o  
s o l v e  a b o v e  p r o b l e m s  an d  b e n e f i t  f a r m e r s  and  l o c a l  
c o o p e r a t i v e s .
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C h a p t e r  3 P r o j e c t

3. 1 P r o j e c t  D e s c r i p t i o n

T h i s  p r o j e c t  i s d e s i g n e d  on t l i e  b a s i s  o f  d i s c u s s i o n  
b e t w e e n  B e e f a l o  Connpany  o f  U . S . A  and  Z h o n g j i a  C o m p a n y  o f  
A C F S M C .  The  j o i n t  v e n t u r e  f o r m e d  by t w o  c o m p a n i e s  w i l l  
i n t r o d u c e  B e e f a l o  p a r e n t  c a t t l e  t o c r o s s b r e e d  w i t h  t h e  l o c a l  
f e m a l e  p a r e n t  c a t t l e  so as t o  i m p r o v e  t he  b r e e d  o f  l o c a l  
c a t t l e .  The  B e e f a l o  c a t t l e  i s a n e w  b r e e d  w h i c h  ha s  b e e n  
s u c c e s s f u l l y  b r e d  in r e c e n t  20 y e a r s  in A m e r i c a ,  i t  i s h i g h l y  
a p p r e c i a t e d  by c o n s u m e r s  f o r  i t s  h i g h  q u a l i t y  b e e f s  w i t h  l ow  
c o n t e n t  of  c h o l e s t e r o l  and  by p r o d u c e r s  f o r  i t s  f a s t  f a t t e n i n g  
w i t h  l o w  c o s t .  The  b r e e d i n g  f a r m  of  t he  p r o j e c t  w i l l  be t he.  
b r e e d i n g  c e n t r e  and  t e c h n i c a l  s e r v i c e  c e n t r e  t o d e m o n s t r a t e  
and  h e l p  f a r m e r s  t o b r e e d  ' t he i m p r o v e d  b e e f  c a t t l e .  The  

. f a t t e n i n g  f a r m  of  t h e  p r o j e c t  w i l l  p u r c h a s e  t he  i m p r o v e d  
c a t t l e  b r ed  by f a r m e r s ,  and  t he  s l a u g h t e r i n g  and  p r o c e s s i n g  
f a c t o r y  w i l l  p r o c e s s  and  m a r k e t  t h e  b e e f  p r o d u c t s .

3 . 2  D e t a i l e d  f e a t u r e s

3 , 2 . 1  The  p r o j e c t  i n c l u d e s  t h r e e  p a r t s :  b r e e d i n g  f a r m ,  
f a t t e n i n g  f a r m ,  s l a u g h t e r i n g  and  p r o c e s s i n g  f a c t o r y  ( i n c l u d i n g  
a c o l d s t o r a g e h o u s e ) .
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3 , 2 . 2  The  B e e f a l o  c a t t l e  b r e e d i n g  f a r m  i s l o c a t e d  i n 
F e n g l i n  c o u n t y ,  He b e i  p r o v i n c e ,  t h e  a r e a  o f  f a r m  i s 1 , 0 0 0  
h e c t a r e s .  The  f a r m  w i l l  i m p o r t  4 h e a d s  o f  B e e f a l o  c a t t l e  f r o m  
U . S . A  f o r  b r e e d i n g .  At  t h e  f i r s t  y e a r ,  t h e r e  w i l l  be 2 0 0  h e a d s  
o f  f e m a l e  c a t t l e  on f a r m ,  t h e  c a l v e s  b r e d  a n n u a l l y  w i l l  be 114  
h e a d s ,  In t h e  n o r m a l  y e a r s ,  t h e r e  w i l l  be 5 00  h e a d s  o f  f e m a l e  
c a t t l e  on t h e  f a r m ,  300  h e a d s  of  c a l v e s  w i l l  be b r e d  a n n u a l l y .  
B e s i d e s  b r e e d i n g ,  t h e  f a r m  w i l l  a l s o  s e r v e  f a r m e r s  t o  ma t e  
B e e f a l o  c a t t l e  w i t h  t h e i r  f e m a l e  p a r e n t  c a t t l e .

3 . 2 . 3 - T h e  f a t t e n i n g  f a r m  i s l o c a t e d  i n t h e  D a c h a n g  c o u n t y ,  
t h e  a r e a  o f  f a r m  i s 8 , 7  h e c t a r e s .  N o r m a l l y ,  t h e r e  w i l l  be
2 , 0 0 0  h e a d s  on f a r m ,  and  a n n u a l l y  8 , 0 0 0  h e a d s  o f  b e e f  c a t t l e  
w i l l  be f a t t e n e d  a nd  s o l d .

3 . 2 . 4  The  s l a u g h t e r i n g  and  p r o c e s s i n g  f a c t o r y ,  i n c l u d i n g  
a c o l d  s t o r a g e  h o u s e ,  w i l l  be l o c a t e d  in D a c h a n g  c o u n t y  n e a r  
t o  t he  f a t t e n i n g  f a r m .  The  a r e a  of  t h e  f a c t o r y  w i l l  be 1 . 3  
h e c t a r e s .  The  d e s i g n e d  c a p a c i t y  i s 3 9 , 0 0 0  h e a d s  o f  f a t t e n e d  
c a t t l e  s l a u g h t e r e d  a n n u a l l y .  The  n o r m a l  c a p a c i t y  i s 2 5 , 0 0 0  
h e a d s  s l a u g h t e r e d  an d  p r o c e s s e d  a n n u a l l y .  T h e  c a p a c i t y  of  
t h e  c o l d  s t o r a g e  i s 5 00  t o n s .

3 , 3  I n p u t s

3 , 3 . 1  The  p r o j e c t  w i l l  i n t r o d u c e  4 h e a d s  of  B e e f a l o  p a r e n t  
c a t t l e  f r o m  A m e r i c a  (2 m a l e  a nd  2 f e m a l e ,  8 4 , 0 0 0  y u a n  or  
1 0 , 0 0 0  U. S .  d o l l a r s  p e r  h e a d )  a n d  p u r c h a s e  5 0 0  h e a d s  of  
l o c a l  p a r e n t  c a t t l e  f o r  i m p r o v e m e n t  of  b r e e d  i n b r e e d i n g  f a r m ,  
The  p r o j e c t  w i l l  a l s o  p r o c u r e  8 , 0 0 0  f e e d e r  b e e f  c a t t l e  and
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2 5 , 0 0 0  h e a d s  o f  c a t t l e  f r o m  l o c a l  f a r m e r s  f o r  f a t t e n i n g  and  
s l a u g h t e r i n g .

3 . 3 . 2  The  m a n p o w e r  r e q u i r e d  by t h e  p r o j e c t  a r e  f r o m  l o c a l  
f a r m e r s .  The  d e t a i l e d  d i s t r i b u t i o n  o f  t h e  e m p l o y e e s  i s s h o w n  
on t h e  t a b l e  as  f o l l o w s .  And  t h e r e  a r e  f o u r  f o r e i g n  e x p e r t s  
c o m i n g  t o w o r k  f o r  t he  p r o j e c t ,  1 f r o m  B e e f a l o  C o m p a n y  t o  
i m p a r t  t h e  b r e e d i n g  t e c h n i c a l  s k i l l s ,  3 f r o m  a H o l l a n d  
c o m p a n y  t o g u i d e  t he  i n s t a l l a t i o n  o f  m a c h i n e r y  in 
s l a u g h t e r i n g  and  p r o c e s s i n g  f a c t o r y .

{ in p e r s o n s  )

To t a l A d m i n i s t r a t i v e
s t a f f

T e c h n i c i a n s W o r k e r
s

B r e e d i n g  f a r m 1 5 8

F a t t e  n i ng f a r m 75 67

S l a u g h t e r i n g  and  
p r o c e s s  i ng f a c t o r y

1 20 1 5 70 35

To t a l 2 1 0 23 77 1 1 0

3 , 3 . 3  The  i n v e s t m e n t  of  t he  p r o j e c t  w i l l  be 31 98 m i l l i o n  
y u a n .  The  s o u r c e s  of  t h e  i n v e s t m e n t  a r e  45% f r o m  B e e f a l o  
C o m p a n y  ( a b o u t  1 4 . 3 8  m i l l i o n  y u a n  or  1 . 7 3  m i l l i o n  U. S.  
d o l l a r s )  a n d  55% f r o m  Z h o n g j i a  C o m p a n y ( 1 7 , 6  m i l l i o n  y u a n  or
2 . 1 2  m i l l i o n  U. S.  d o l l a r s ) .  The  i n v e s t m e n t  o f  Z h o n g j i a  
C o m p a n y  w i l l  be f i n a n c e d  by A C F S M C  i n v e s t m e n t  f u n d  ( 10  
m i l l i o n  y u a n )  and  b a n k  l o an  ( 7 . 6  m i l l i o n  y u a n ) .  B e s i d e s ,  
a d d i t i o n a l  i n v e s t m e n t  o f  t h e  p r o j e c t  w i l l  be f i n a n c e d  by t he  
l o c a l  b a n k  as  w o r k i n g  c a p i t a l  l oan .
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3. 4 The  b e e f  p r o d u c t s  o f  t h e  p r o j e c t  w i l l  be s o l d  on  
B e i j i n g  a n d  T i a n j i n  m a r k e t s .  As  t h e r e  i s an i n c r e a s i n g  
d e m a n d  of  b e e f s  in m a r k e t  a n d  g o o d  t r a n s p o r t  f a c i l i t i e s  of  
t h e  p r o j e c t ,  t h e r e  i s no p r o b l e m  in m a r k e t i n g .

3 , 5  The  i n t e g r a t e d  a c t i v i t i e s  o f  t h e  p r o j e c t  a r e  s h o w n  on  
t h e  f o l l o w i n g  c h a r t :

B r e e d i n g F a r m

i n t r o d u c i n g  B e e f a l o  c a t t l e  

p r o c u r i n g  l o c a l  p a r e n t  c a t t l e  

b r e e d i n g

------ m a t i n g

F a t t e  n i n g F a r m

------p r o c u r i n g  f e e d e r  c a t t l e

------  f a t t e n i n g

The  S l a u g h t e r i n g  a nd  
P r o c e s s i  ng F a c t o r y

—• — p r o c u r i n g  b e e f  c a t t l e  

- — - s l a u g h t e r i n g  a nd  p r o c e s s i n g  

------ m a r k e t i n g
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3 . 6  O r g a n i z a t i o n  and  m a n a g e m e n t

3 , 6 . 1  T h e r e  i s a j o i n t  v e n t u r e  f o r m e d  by B e e f a l o  C o m p a n y  
and  Z i i o n g j i a  C o m p a n y  t o  u ( i de r t a i <e t l i i s  p r o j e c t ,  i n t f i e j o i n t  
v e n t u r e ,  t l i e r e  w i l l  be a b o a r d  o f  d i r e c t o r s  w h i c l i  a p p o i n t s  a 
g e n e r a l  m a n a g e r  t o  c a r r y  o u t  t h e  m a n a g e m e n t  p o l i c i e s  an d  be  
r e s p o n s i b l e  f o r  t h e  p e r f o r m a n c e  o f  t h e  p r o j e c t .  The  
o r g a n i z a t i o n  o f  t h e  p r o j e c t  i s s h o w n  on t h e  c h a r t  as  f o l l o w s :

B o a r d  of  d i r e c t o r s

' '

G e n e r a l  m a n a g e r

------ ___ 1 ................ - - - ...... . .......... .

>r
iI

f Ma n age  r of M a n a g e r  of ■ M a n a g e r o f

B r e e d i n g  F a r m F a t t e n i n g  F a r m fi S l a u g h t e r i n g  and

i P r o c e s s i n g  F a c t o r y

3 . 6 . 2  As  s h o w n  on t he  a b o v e  c h a r t ,  t he  m a n a g e m e n t  of  
t h e  p r o j e c t  i s u n d e r  t h e  l e a d e r s h i p  o f  t h e  g e n e r a l  m a n a g e r  
and  b o a r d  o f  d i r e c t o r s .  The  m a n a g e m e n t  p o l i c i e s  o f  t he  
p r o j  e c t  a r e :

-----  t o e n s u r e  t h e  e f f e c t i v e  m a r k e t i n g  o f  b e e f  p r o d u c t s
w i t h  g o o d  p r i c e s ,

t o  p r o c u r e  h i g h  q u a l i t y  b e e f  c a t t l e  f r o m  l o c a l  f a r m e r s
f o r  f a t t e n i n g  ^ i nnd s l a u g h t e r i n g .
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------ t o a t t r a c t  a nd  e n c o u r a g e  f a r m e r s  t o r a i z e  n e w  b r e e d
c a t t l e  w i t h  g o o d  s e r v i c e s  a n d  g o o d  p r i c e s  f o r  t h e i r  s e l l i n g ,

t o c o n t r o l  a nd  m a n a g e  t he  p r o c e s s  o f  p r o d u c t i o n  t o
i m p r o v e  t h e  e f f i c i e n c y .

3 . 7  The  i m p l e m e n t a t i o n  p l a n

3 . 7 . 1  The  c o n s t r u c t i o n  of  t h e  p r o j e c t  w i l l  n e e d  1 y e a r ,  
i n c l u d i n g  t h e  c o n s t r u c t i o n  o f  f a r m s  and  f a c t o r y ,  t he  
i n s t a l l a t i o n  o f  m a c h i n e r y  and  e q u i p m e n t ,  t h e  p r o f e s s i o n a l  
t r a i n i n g  of  e m p l o y e e s .  T h i s  p l a n  i s s h o w n  on a p p e n d i x  3,

3 , 7 , 2  A f t e r  t h e  c o n s t r u c t i o n  of  t h e  p r o j e c t ,  t h e  p r o d u c t i o n  
w i l l  b e g i n  and  g r a d u a l l y  r e a c h  t h e i r  n o r m a l  c a p a c i t i e s  a t  t h e  
t h i r d  y ea r .  T h i s  p r o c e s s  i s s h o w n  on t he  t a b l e  as  f o l l o w s :

( in h e a d s  )

Ye a r 1 2 3

B r e e d i n g  Fa r m
*

B r e e d i n g

M a t i n g

1 1 4 

4 6 , 0 0 0

200

6 0 , 0 0 0

300

1 0 0 , 0 0 0

F a t t e n i n g  Fa r m 8 , 0 0 0 8 , 0 0 0 8 , 0 0 0

F a c t o r y 1 5 , 0 0 0 2 0 , 0 0 0 2 5 , 0 0 0

1 6



C h a p t e r  4 F i n a n c i a l  A n a l y s i s

4. 1 B a s i c  A s s u m p t i o n s

T he  f i n a n c i a l  a n a l y s i s  o f  t h e  p r o j e c t  w i l l  be d o n e  
a c c o r d i n g  t o  t he  a - s s u mp t i o n s  as  f o l l o w s ;

1, The  c o n s t r u c t i o n  p e r i o d  w i l l  l a s t  f o r  o n e  y e a r .  The  
p r o j e c t  p e r i o d  w i l l  be t en  y e a r s .

2.  The  i n v e s t m e n t  f u n d  f r o m  B e e f a l o  C o m p a n y  i s s h a r e  
c a p i t a l ,  t h e  i n v e s t m e n t  f r o m  Z h o n g j i a  C o m p a n y  w i l l  be 
f i n a n c e d  by A C F S M C  i n v e s t m e n t  f u n d  a t  i n t e r e s t  r a t e  o f  3% 
and  b a n k  l o a n  at  t h e  r a t e  o f  1 3 . 5 %.  The  A C F S M C  i n v e s t m e n t  
f u n d  w i l l  be r e p a i d  in 4 y e a r s  and  t h e  b a n k  l o a n  in 3 y e a r s ,  
t h e  d e t a i l e d  r e p a y m e n t  s c h e d u l e  i s a r r a n g e d  on t h e  b a s i s  o f  
d i s c u s s i o n  w i t h  c r e d i t o r s  ( a p p e n d i x  4 f o r  mo r e  d e t a i l s ) .

3.  The  p r o j e c t  w i l l  be e n s u r e d  by t h e  l o c a l  b a n k  t o  
p r o v i d e  w o r k i n g  c a p i t a l  l o an  as  r e q u i r e d  at  t h e  i n t e r e s t  r a t e  
of  1 4 . 4 7 % .

4. B r e e d i n g  f a r m  w i l l  be i m p o r t  4 h e a d s  o f  B e e f a l o  p a r e n t  
c a t t l e  w i t h  8 4 , 0 0 0  y u a n  (1 0 , 0 0 0  U. S.  d o l l a r s )  pe r  h e a d ,  t h e  
b r e e d i n g  t i m e  w i l l  be 6 y e a r s .  B e s i d e s ,  t h e  f a r m  w i l l  p r o c u r e
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f e m a l e  p a r e n t  c a t t l e  f r o m  l o c a l  f a r m e r s  w i t h  3 , 0 0 0  y u a n  pe r  
h e a d ,  t h e  b r e e d i n g  t i m e  o f  t h e s e  c a t t l e  w i l l  be e x p e c t e d  t o  be
10 y e a r s .  T h e s e  e x p e n d i t u r e  as  a d d i t i o n a l  i n v e s t m e n t  w i l l  be  
f i n a n c e d  by l o c a l  b a n k  as  w o r k i n g  c a p i t a l  l o a n  a nd  r e p a i d  a t  
s a m e  y ea r .

5. T h e  c a t t l e  r e q u i r e d  f o r  f a t t e n i n g  a nd  s l a u g h t e r i n g  w i l l  
be p r o c u r e d  f r o m  l o c a l  f a r m e r s .  The  l o c a l  c o o p e r a t i v e s  w i l l  
be t h e  a g e n t  t o  p r o c u r e  t h e s e  c a t t l e  w i t h  a c o m m i s s i o n  o f  10  
y u a n  pe r  h e ad .

6. The  r e n t s  o f  g r a s s l a n d  a nd  l a n d  a r e  1 5 0 , 0 0 0  and
5 0 , 0 0 0  y u a n  y e a r l y .

7. The  d e p r e c i a t i o n  r a t e s  o f  b u i l d i n g  and  o t h e r  f i x e d  
a s s e t s  a r e  10% c a l c u l a t e d  by t h e  s t r a i g h t  m e t h o d  w i t h  5% of  
s a l v a g e  v a l u e ,  The  r e p a i r s  a' nd m a i n t e n a n c e  a r e  5 0 % of  
d e p r e c i a t i o n .

8.  The  s a l a r i e s  w i l l  be i n c r e a s e d  by 10 pe r  c e n t  e v e r y  t w o  
y e a r s  a c c o r d i n g  t o  t h e  l a b o r  c o n t r a c t s .

9.  The  b r e e d i n g  f a r m  w i l l  s e l l  c a l v e s  w i t h  1 , 6 0 0  y u a n  pe r  
h e a d ,  a n d  h e l p  l o c a l  f a r m e r s  t o  ma t e  t h e i r  f e m a l e  p a r e n t  
c a t t l e  w i t h  B e e f a l o  c a t t l e  w i t h  a s e r v i c e  c h a r g e  o f  30  y u a n  
pe r h e ad  .
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10.  The  f a t t e n i n g  f a r m  w i l l  s e l l  t h e  f a t t e n e d  b e e f  c a t t l e  t o  
t h e  s l a u g h t e r i n g  f a c t o r y  o f  t h e  p r o j e c t  i n m a r k e t  p r i c e  of  
4 , 2 5 0  y u a n  p e r . h e a d .

11.  The  aver . age i n c o m e  f r o m  s l a u g h t e r i n g  and  p r o c e s s i n g  
i s 5 , 4 3 6  y u a n  pe r  h e ad .

12.  The  p r o j e c t  w i l l  g e t  a f a v o r e d  t a x  p o l i c y .  A c c o r d i n g  t o  
t h e  c e n t r a l  g o v e r n m e n t  p o l i c i e s ,  t h e  p r o j e c t  w i l l  be e x e m p t e d  
f r o m  i n c o m e  t a x  t o t a l l y  i n f i r s t  2 y e a r s  a nd  5 0% in t he  
f o l l o w i n g  3 y e a r s .  The  l o c a l  g o v e r n m e n t  w i l l  e x e m p t  t h e  j o i n t  
v e n t u r e  1 2 , 5 %  f r o m  i n c r e m e n t a l  t ax ,  b e s i d e s  i t  w i l l  p a y  b a c k  
50% i n c o m e  t a x  o f  t h e  j o i n t  v e n t u r e  f r o m  t h e  3 r d  t o 5 t h  y e a r s  
and  t o t a l  i n c o m e  t a x  at  6 t h and  7 t h y e a r s .  The  d e t a i l e d  t a x  
c a l c u l a t i o n  o f  t he  p r o j e c t  i s s h o w n  on a p p e n d i x  10.

13.  The  ne t  p r o f i t  w i l l  be s h a r e d  by t w o  i n v e s t o r s  
a c c o r d i n g  t o t h e i r  p r o p o r t i o n  o f  t h e  i n v e s t m e n t .

4 . 2  I n v e s t m e n t  o f  P r o j e c t

4 2,'1 The  t o t a l  c o s t  o f  t h e  p r o j e c t  i s e s t i m a t e d  at  3 1 . 9 8  
m i l l i o n  y u a n  as f o l l o w s ;

( S e e  a p p e n d i x  5 f o r  ,mor e d e t a i l s . )
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( i n m i l l i o n  y u a n  )

L a n d 1 . 00

B u i l d i n g 1 2 . 1 6

M a c h i n e r y 1 3 . 2 2

M i s c e l l a n e o u s  F i x e d  A s s e t s 3 . 2 7

P r e - o p e r a t i v e  E x p e n s e s 0 . 8 0

C o n t i n g e n c y 1 . 53

T o t a l 31 . 98

4 . 2 . 2  The  f u n d  o f  t h e  p r o j e c t  c o s t s  w i l l  be f i n a n c e d  by  
t h e  f o l l o w i n g  s o u r c e s .  The  w e i g h t e d  a v e r a g e  c o s t  o f  c a p i t a l  
i s 4 .1 5 % .

i n m i l l i o n  y u a n

S o u r c e s A m o u n t i nt . r a t e

1. F o r e i g n  I n v e s t m e n t

2. A C F 3 M C  i n v e s t m e n t  f u n d

1 4 . 3 8

1 0 . 0 3%

3 . B a n k L o a n 7 . 6 1 3 . 5%

To t a l 3 1 . 9 8

The  w e i g h t e d  a v e r a g e  c o s t  o f  c a p i t a l :

1 4. 3 8 / 3 1 ,  9 8 * 0 % + 1 0 . 0 / 3 1 .  9 8 * 3 % +  7. 6 / 3 1 .  9 8 M  3 . 5% = 4. 15%



4 , 2 . 3  As  s h o w n  on t h e  i m p 1 e nn e n t a t i  o n p l a n  an d  
m e n t i o n e d  on t h e  b a s i c  a s s u m p t i o n s ,  t h e r e  w i l l  be a d d i t i o n a l  
i n v e s t m e n t  a f t e r  c o n s t r u c t i o n  on t h e  b r e e d i n g  f a r m  as  f o l l o w s :

I t e m YR1 YR2 YR3

I m p o r t  B e e f a l o  C a t t l e 0 . 3 3 6

P r o c u r e m e n t  of  
L o c a l  P a r e n t  C a t t l e

0 . 6 0 0 0 , 4 5 0 . 4 5

To t a l 0 , 9 3 6 0 . 4 5 O'. 4 5

T h i s  a d d i t i o n a l  i n v e s t m e n t  w i l l  be f i n a n c e d  by t he  
w o r k i n g  c a p i t a l  o f  t h e  j o i n t  v e n t u r e  and  r e p a i d  a t  t h e  s a m e  
y e a r .

4 . 3  C o s t  A n a l y s i s

The  c o s t s  o f  t he  p r o j e c t  a r e  s h o w n  on t a b l e  o f  t he  
f o l l o w i n g  p a ge .  The  d e p r e c i a t i o n  and  i n t e r e s t s  a r e  no t  
i n c l u d e d .  The  d e t a i l e d  f e a t u r e s  o f  t h e  c o s t s  a r e  on t he  
a p p e n d i x  6,

4 . 4  W o r k i n g  C a p i t a l

The  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 d  i n c l u d e s  t h e  a d d i t i o n a l  
i n v e s t m e n t  at  1 s t  a n d  2nd  y ea r .  The  w o r k i n g  c a p i t a l  r e q u i r e d  
w i l l  be f i n a n c e d  by l o c a l  b a n k  a t  t h e  i n t e r e s t  r a t e  of  1 4 . 4 7 % .  
The  c a l c u l a t i o n  o f  w o r k i n g  c a p i t a l  i s s h o w n  on a p p e n d i x  7.
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4 . 5  C a s h f l o w  o f  t h e  P r o j e c t

( i n m i l l i o n  y u a n  )

Y e a r I n f l o w 0  u t f  1 ow Ne t
c a s h f l o w

R e v e n u e S a l v a g e  V a l u e 1 n v e s t m e  nt C o s t

0 31 . 98 - 3 1 . 9 8

1 1 1 6 , 9 3 0 . 9 4 1 0 6 . 9 7 9 . 0 2

2 1 4 4 . 7 0 0 . 4 5 1 2 8 . 6 2 1 5 . 6 3

3 1 7 3 . 2 2 0 . 4 5 1 5 0 . 9 4 21 . 83

4 1 7 3 . 3 8 15 0 . 8 7 22 . 5 1

5 1 7 3 . 3 8 1 5 1 . 0 8 2 2 . 3 0

6 1 7 3 . 3 8 1 5 1 . 0 8 2 2 . 3 0

7 1 7 3 . 3 8 1 5 1 . 3 2 2 2 . 0 6

8 1 7 3 . 3 8 - 1 5 1 . 3 2 2 2 . 0  6

9 1 7 3 . 3 8 1 5 1 . 5 7 21 . 81

1 0 1 7 3 . 3 8 1 . 43 1 5 1 . 5 7 2 3 . 2 4

To t a l 1 6 4 8 . 5 1 1 . 43 3 3 . 8 2 1 4 4 5 . 3 4 1 7 0 . 7 8

No t e :  1) The  c a l c u l a t i o n  of  r e v e n u e  i s s h o w n  on t h e  
a p p e n d i x  8.

2)  T o t a l  c o s t  e x c l u d e s  d e p r e c i a t i o n  a nd  i n t e r e s t  on  
t e r m  l o a n  b u t  i n c l u d e s  i n t e r e s t s  o f  w o r k i n g  c a p i t a l .

3)  S a l v a g e  v a l u e  i s c a l c u l a t e d  in t e r m s  of  b u i l d i n g  
a n d  o t h e r  f i x e d  a s s e t s  ( e x c l u d i n g  p a r e n t  c a t t l e ) .
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4 . 6  P r o f i t a b i l i t y  A^na l ys i s

4 . 6 . 1  The  p r o f i t  o f  t h e  p r o j e c t  i s c a I c u 1 a t e d , o n t a b l e  1 at  
t h e  f o l l o w i n g  p a g e  ( Se e  a p p e n d i x  9 f o r  mo r e  d e t a i l s ) .

4 . 6 . 2  The  B e e f a l o  C o m p a n y  a n d  Z h o n g j i a  C o m p a n y  w i l l  
s h a r e  t h e  t o t a l  p r o f i t  a c c o r d i n g  t o  t h e i r  p r o p o r t i o n  of  
i n v e s t m e n t  as  m e n t i o n e d  on b a s i c  a s s u m p t i o n s .  Of  c o u r s e ,  
t h e  d e p r e c i a t i o n  w i l l  a l s o  be s h a r e d  by t w o  i n v e s t o r s *  The  
d i s t r i b u t i o n  o f  b e n e f i t s  t h a t  t w o  i n v e s t o r s  c a n  g e t  f r o m  t h e  
p r o j e c t  i s s h o w n  on t h e  t a b l e  2 at  t h e  f o l l o w i n g  p a g e .

Bu t  Z h o n g j i a  C o m p a n y  m u s t  r e p a y  t h e  t e r m  l o a n  a nd  pa y  
i t s  i n t e r e s t s ,  so t h e  r ea l  p r o f i t /  l o s s  t h a t  Z h o n g j i a  C o m p a n y  
w i l l  g e t  i s c a l c u l a t e d  a t  t h e  t a b l e  3 o f  t h e  f o l l o w i n g  pa ge .
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4 , 7  S e l e c t e d  F i n a n c i a l  Da t a

The  d e t a i l e d  f i n a n c i a l  c a l c u l a t i o n  i s g i v e n  on a p p e n d i x  9,  
t h e  ma i n  f i n a n c i a l  d a t a  i s s h o w n  as  f o l l o w s :

P a y b a c k  p e r i o d  ( y e a r s ) 3

NPV  ( m i l l i o n  y u a n ) 31 . 28

I RR (%) 3 7 . 5

4 . 8  S e n s i t i v i t y  A n a l y s i s

A s s u m p t i o n P a y b a c k  p e r i o d  ( y e a r s ) NPV  ( m i l l i o n ) I RR (%)

O r i g i n a l 3 5 3 . 1 7 3 7 , 5

I n f l a t i o n  o f  c o s t  

5% i n c r e a s e

5 13 . 41 1 8 . 2

C h a n g e  o f  t a x  p o l i c y 4 3 4 , 0 4  . 2 7 . 8

No t e s :  1) The  c o s t  e x c l u d e s  d e p r e c i a t i o n  and  
m a i n t e n a n c e ,  s a l a r i e s ,  i n t e r e s t s .

2)  The  c h a n g e  o f  t a x  p o l i c y  m e a n s  no e x e m p t i o n  
f r o m  any  t ax .
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C h a p t e r  5 B e n e f i t s  a n d  J u s t i f i c a t i o n

5. 1 F a r m e r s '  B e n e f i t s

5 . 1 . 1  As  a b o v e  c h a p t e r s  m e n t i o n e d ,  t h e  p r o j e c t  w i l l  
p r o c u r e  c a t t l e  f o r  b r e e d i n g ,  f a t t e n i n g  and  s l a u g h t e r i n g ,  t he  
f a r m e r s  w i l l  g e t  a l o t  o f  m o n e y  f o r  s e l l i n g  c a t t l e .  The  
f a r m e r s '  b e n e f i t s  f r o m  t he  p r o j e c t  d i r e c t l y  i s s h o w n  as  
f o l l o w s :

( i n m i l l i o n  y u an  )

I t em A m o u n t R e m a r k s

R e v e n u e  ( t o t a  1) 8 8 4 . 2 5 S a l e  of  c a t t i  e

f r o m :  B r e e d i n g  f a r m 1 . 50 5 0 0 * 3 0 0 0 y u a n / h e a d

Fa t t e  n i ng f a rm 2 2 4 . 0 0 8 0 0 0 * 2 8 0 0 * 1 Oyr s

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

6 5 8 . 7 5 ( 1 5 0 0 0 + 2  0 0 0 0 + 2 5 0 0 0 *  
8 - 8 0 0 0 * 1  0 ) * 4  25 0

C o s t  ( t o t a l ) 1 7 6 . 3 9 F o d d e r  & c a l v e s  
p u r c h a s e ,  m a t i n g

on:  B r e e d i n g  f a r m 1 1 . 3 9 ( 1 1 4 + 2 0 0 + 3 0 0 * 8 ) * 1 600  
+ 2 3 5 0 0 0 * 3 0

F a t t e n i n g  f a r m 7 2 . 0 0 8 0 0 0 * 1 0 * 1 8 0 * 5

S l a u g h t e r i n g  f a c t o r y 9 3 . 0 0 ( 2 3 5 0 0 0 - 8 0 0 0 0 ) * 1  2 0 * 5

T o t a l  n e t  i n c o m e 7 0 7 . 8 6 ■



B e s i d e s  t h e  d i r e c t  i n c o m e  f r o m  t he  p r o j e c t ,  t h e  l o c a l  
f a r m e r s  w i l l  a l s o  g e t  b e n e f i t s  f r o m  t h e  p r o j e c t  i n d i r e c t l y .  
F i r s t ,  t h e  p r o j e c t  w i l l  p r o t e c t  f a r m e r s  f r o m  t h e  e x p l o i t a t i o n  o f  
p r i v a t e  t r a d e r s  w h o  u s u a l l y  p u r c h a s e  f a r m e r s '  c a t t l e  w i t h  
p r i c e  l o w e r  t h a n  i n m a r k e t .  S e c o n d l y ,  t h e  p r o j e c t  w i l l  p r o v i d e  
f a r m e r s  n e w  b r e e d  o f  c a t t l e  w h o s e  f e e d i n g  d u r a t i o n  i s at  
l e a s t  20 d a y s  s h o r t e r  t h a n  t h e  c a t t l e ' s  w h i c h  f a r m e r s  a r e  
b r e e d i n g  n ow ,  t h i s  w i l l  s a v e  f a r m e r s '  m o n e y  a b o u t  9 0 , 6  
m i l l i o n  y u a n ,  T h i r d l y ,  t h e  p r o j e c t  w i l l  p r o v i d e  l o c a l  f a r m e r s  
mo r e  t h a n  2 00  l o n g - t e r m  e m p l o y m e n t  op p o r t u n i t i e s .

5 . 2  C o o p e r a t i v e s '  B e n e f i t s

The  l o c a l  c o o p e r a t i v e s  w i l l  h e l p  t h e  j o i n t  v e n t u r e  t o  
p r o c u r e  c a t t l e  r e q u i r e d  by t h e  p r o j e c t  as  t he  a g e n t ,  t h e  
c o m m i s s i o n  i s 10 y u a n  pe r  h e a d .  T o t a l  c o m m i s s i o n  th.e l o c a  
c o o p e r a t i v e s  w i l l  g e t  f r o m  t he  p r o j e c t  i s 2 . 3 5 5  m i l l i o n  y u an .

( i n m i l l i o n  y u a n  )

I t em C o m m i s s i o n  A m o u n t R e m a r k s

P r o c u r e m e n t  of

p a r e n t  c a t t l e 0 , 0 0 5 5 0 0 h e a d s * 1 0 y u a n

f e e d e r  c a t t l e 0 , 8 0 0 8 0 0 0 M  0*1 Oy r s

f a t t e n e d  c a t t l e 1 . 5 50 ( 2 3 5 0 0 0 - 8 0 0 0 0 ) * 1  0

T o t a l 2 . 3 5 5
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5. 3 J u s t i f i c a t i o n

F r o m  a b o v e  c a l c u l a t i o n  and  a n a l y s i s ,  we  g e t  c o n c l u s i o n s  
a s f o  11 o w s :

1. The  f a r m e r s  w i l l  g e t  7 0 7 . 8 6  m i l l i o n  y u a n  ne t  i n c o m e  
f r o m  t he  p r o j e c t  and  s a v e  t h e i r  c a t t l e  b r e e d i n g  and  f e e d i n g  
e x p e n s e s  a b o u t  9 0 . 6  m i l l i o n  y u an .  And  f a r m e r s  w i l l  g e t  o t h e r  
b e n e f i t s  f r o m  t he  p r o j e c t  s u c h  as  e m p l o y m e n t ,  i m p r o v e m e n t  
of  m a r k e t  c i r c u m s t a n c e s .

2. The  l o c a l  c o o p e r a t i v e s  w i l l  g e t  2 . 3 5 5  m i l l i o n  y u an  
c o m m i i s s i o n  f r o m  t he  p r o j e c t .  And  t h e y  w i l l  g e t  b e n e f i t s  f r o m  
t h e  i n c r e a s e  of  s u p p l y  and  m a r k e t i n g  of  c o m m o d i t i e s  w h i c h  i s 
b r o u g h t  a b o u t  by t he  a b o v e  i n c r e a s e  of  f a r m e r s '  i n c o m e .

3. The  i n v e s t o r s  w i l l  be s a t i s f i e d  by t he  p r o j e c t  w i t h  as  
h i g h  as  3 7 , 5 %  r e t u r n  r a t e .  The  B e e f a l o  C o m p a n y  w i l l  g e t  i t s  
i n v e s t m e n t  b a c k  w i t h  3 y e a r s  p a y - b a c k  p e r i o d ,  and  t o t a l  
6 3 , 9 2  m i l l i o n  y u a n  ( a b o u t  7 . 61  m i l l i o n  U. S.  d o l l a r s )  p r o f i t .  
The  Z h o n g j i a  C o m p a n y  w i l l  g e t  5 7 , 5 5  p r o f i t  a t  l a s t .
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C h a p t e r  6 R e c o m m e n d a t i o n s

6. 1 As  f a r m e r s  i n t h e  p r o j e c t  a r e a  a r e  s u f f e r i n g  f r o m  t he  
f l u c t u a t i o n  o f  t h e  m a r k e t  a n d  e x p l o i t a t i o n  o f  p r i v a t e  t r a d e r s ,  
t h e  l o c a l  c o o p e r a t i v e s  i n t h e  p r o j e c t  a r e a  a r e  s t i l l  s t r u g g l r i f g  
f o r  s u r v i v i n g  in t h e  m a r k e t  w i t h  a p o o r  s t r e n g t h ,  i t  i s n a t u r a l  
and  i n e v i t a b l e  d u t y  f o r  A C F S M C  t o h e l p  t h e  f a r m e r s  and  
c o o p e r a t i v e s  w i t h  i m p l e m e n t a t i o n  o f  t he  p r o j e c t .

6 . 2  W i t h  t h e  d e v e l o p m e n t  o f  t h e  m a r k e t  e c o n o m y ,  t h e  
c o m p e t i t i o n  i n m a r k e t  b e c o m e s  mo r e  a nd  mo r e  f i e r c e l y .  The  
b e e f  c a t t l e  b r e e d i n g ,  s l a u g h t e r i n g  a nd  p r o c e s s i n g  i s a h i g h  
p r o f i t a b l e  b u s i n e s s ,  a n d  mo r e  and  mo r e  b u s i n e s s  c o m p a n i e s  
ar e  p a r t i c i a t i n g  i n t h i s  f i e l d ,  so t h e  p r o j e c t  m e n t i o n e d  and  
a n a l y s e d  a b o v e  s h o u l d  be i m p l e m e n t e d  as s o o n  as  p o s s i b l e .

6 . 3  One  p r o b l e m  t h a t  t h e  p r o j e c t  w i l l  be p o s s i b l y  f a c e d  i s 
t h e  q u a r a n t i n e  o f  t h e  i m p o r t e d  B e e f a l o  p a r e n t  c a t t l e ,  b e c a u s e  
t h e  g o v e r n m e n t  c o n t r o l s  t h e  i m p o r t  o f  a n i m a l  s t r i c t l y  i n c a s e  
s o m e  a n i m a l  i n f e c t i o u s  d i s e a s e s  c o m e  i n t o  C h i n a .  T h e  j o i n t  
v e n t u r e  o f  t h e  p r o j e c t  s h o u l d  p r e s e n t  t h e  a p p l i c a t i o n  of  
i m p o r t  o f  f o r e i g n  c a t t l e  i n a d v a n c e .
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A p p e n d i x  1

The  Map  o f  t he  P r o j e c t  A r e a

r

If
\
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A p p e n d i x  2

The  G e n e r a l  I n f o r m a t i o n  o f  t he  P r o j e c t  A r e a

1 t e m F e n g i i n D a c h a n g To t a l

P o p u l a t i o n  ( 1 0 0 0  p e r s o n s ) 362 106  , 4 6 8

Ru r a l  p o p u l a t i o n  (1 0 0 0  p e r s o n s ) 331 92 42 3

A r e a  (kna ) 8 7 6 5 176 8941

G r a s s l a n d  (1 00 0  h e c t a r e s ) 5 2 3 . 4 1 0 . 5 5 3 3 . 9

GN P  ( nn i l l i on  y u a n ) 460 360 820

G r o s s  o u t p u t  v a l u e  o f  a g r i c u l t u r e  
( m i l l i o n  y u a n )

3 0 3 . 5 1 3 2 . 3 4 3 5 . 8

A n i m a l  h u s b a n d r y  ( m i l l i o n  y u a n ) 9 3 . 3 8 4 4 . 3 1 3 7 . 6 8

C a t t l e  on h a n d  a t  e n d  o f  y e a r  
( 1 0 0 0  h e a d s )

1 56 23 179

Ne t  i n c o m e  pe r  c a p i t a  o f  f a r m e r s  
( y u a n )

500 1 3 5 0 68 5
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A p p e n d i x  4

The  R e p a y m e n t  S c h e d u l e  o f , T e r m  Lo an

( in m i l l i o n  y u a n  )

Y e a r  , Y-RO( yr ) YR1 YR2 YR3

A C F S M C  I n v e s t m e n t  F und

R e p a y m e n t ( 1 0  0) — — 5. 0 5 , 0

I n t e r e s t  ( 3%) (0 15) 0 . 4 5 ( 0 . 1 5  + 0 . 3 ) 0 . 3 0 . 1 5

B a n k  L o a n

R e p a y m e n t ( 7 .  6) — 3 . 8 3 . 8 —

I n t e r e s t  ( 1 3 . 5 % ) ( 0 . 5 1 ) 1 . 5 4 ( 0 . 5 1  + 1 . 0 3 ) 0 . 51 ■—

To t a l :  R e p a y m e n t ___ 3 . 8 8 . 8 5 . 0

1 n t e  r e s t — 1 . 99 0 . 81 0 15
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A p p e n d i x  6

The  C o s t  of  t h e  P r o j e c t

B r e e d i n g  F a r m ( in m i l l i o n  y u a n

I t em YR1 YR2 YR3 YR4 YR5 YR6 YR7 YR8
11

YR9
11
YR1 0

F o d d e r 0 . 3 0.5,3 0 . 8 0 . 8 0 , 8 0 , 8 0 , 8 0 , 8 0 , 8 0 , 8

S a l a r i e s 0 . 21 0 , 11 ;o. 1 2 0 , 1 2 0 . 1 3 0 , 1 3 0 , 1 4 0 , 1 4 0 , 1 5 0 , 1 5

P o w e r 0 , 1 8 0 . 1 8 0 . 1 8 0 , 1 8 0 , 1 8 0 , 1 8 0 , 1 8 0 1 8 0 , 1 8 0 1 8

Re n t 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 15

M a i n t e n a n c e 0 . 07 0 . 0 7 0 . 0 7 0 , 0  7 0 , 07 0 07 0 07 0 07 0 07 0 , 0 7

A d m i n i s t r a t i o n  
& o v e r h e a d s

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

D e p r e c i a t i o n 0 . 2 5 0 . 2 9 0 34 0 . 3 4 0 34 0 , 34 0 28 0 , 2 8 0 28 0 25

To t a l 1, 31 1 , 48 1. 81 1. 81 1 , 82 t , 82 1 , 77 1 , 77 1 7 8 1 , 7 8

No t e s :  I The  1s t  y e a r  s a l a r i e s  i n c l u d e  a f o r e i g n  e x p e r t ’ s 
s a l a r y

2 In d e p r e c i a t i o n ,  0 1 3  f r o m  b u i l d i n g  and  e t h e r  
f i x e d  a s s e t s  and  w r i t e - o f f .  o t h e r s  a r e  f r o m  p a r e n t  c a t t l e .
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A p p e n d i x  7

C a l c u l a t i o n  o f  W o r k i n g  C a p i t a l  ( 1 s t  y e a r  )

B r e e d i n g  F a r m ( i n m i l l i o n  yuan  )

1 t e m c u n t N o r m s  of  m o n t h s

F o d d e r 0 , 3 0 1 2

S a l a r i e s 0 . 21 1 2

P o w e r  s u p p l y 0 . 1 8 1 2

Re n t  o f  g r a s s l a n d 0 15 1 2

M a i n t e n a n c e 0 . 07 1 2

A d m i n i s t r a t i o n  and  
o v e r h e a d s

0 . 1 5 1 2

R e q u i r e d  w o r k i n g  
c a p i t a l

1 , 0 6 12 '

I n v e s t m e n t  f i n a n c e d  
by w o r k i n g  c a p i t a l

0 , 9  4 1 2

T o t a l  r e q u i r e d  WC  

I nt .  of  W C  ( 1 4 . 4 7 % )

2 00  

0 . 2 9

40



F a t t e n i n g  F a r m in m i l l i o n  y u a n

I t em A m o u n t N o r m s  o f  m o n t h s

S a l a r i e s 0 , 5 4 ■ 12

M a i n t e n a n c e 0. 1 9 1 2

R e n t  o f  l a nd 0 . 0 5 1 2

F o d d e r 3 . 2 0 4

P r o c u r e m e n t  o f  f e e d e r  c a t t l e 0 . 5 6 3

C o m m i s s i o n • 0 . 0 2 3

P o w e r 0 , 0 6 4

A d m i n i s t r a t i o n  & o v e r h e a d s 0 , 1 0 4

W o r k i n g  c a p i t a l  r e q u i r e d 4 , 7 2

I n t e r e s t  o f  W C  ( 1 4 . 4 7 % ) 0 . 6 8

S l a u g h t e r i n g  and  P r o c e s s i n g  F a c t o r y  ( i n m i l l i o n  y u a n )

I t em A m o u n t N o r m s  o f  m o n t h s

P r o c u r e m e n t  o f  c a t t l e 1 0 . 6 3 2

C o m m i s s i o n 0 . 01 2 .

S a l a r i e s 0 . 1 2 1

P o w e r 0 . 0 6 1

M a i n t e n a n c e 0 . 11 1

A d m i n i s t r a t i o n  and  
o v e r h e a d s

0. 01 1

S e l l i n g  e x p e n s e s 0 , 1 3 1

W o r k i n g  c a p i t a l  r e q u i r e d 1 1 . 0 7

I n t e r e s t  o f  W C  ( 1 4 . 4 7 % ) 1 . 60

4 1



A p p e n d i x  8

The  R e v e n u e  o f  t t t e p r o j e c t

( i n m i l l i o n  y u a n  )

Y e a r YR1 YR2 YR3 YR4 - 1  0

B r e e d i n g  f a r m  

S a l e s  

M a t i n g

0 . 0 0

1 , 3 8

0 . 1 8  

1 . 80

0 . 3 2

3 . 0 0

0 , 4 8

3 , 0 0

F a t t e n i n g  f a r m 3 4 . 0 0 3 4 . 0 0 3 4 . 0 0 3 4 . 0 0

S l a u g h t e r i n g  f a c t o r y 81 55 1 0 8 . 7 2 1 3 5 . 9 0 1 3 5 . 9 0

To t a l 1 1 6 . 9 3 1 4 4 , 7 0 1 7 3 . 2 2 1 7 3 . 3 8

4 Z
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A p p e n d i x  10

The  c a l c u l a t i o n  of  T a x a t i o n
{ i n m i l l i o n  y u a n  )

I t em YR 1 YR 2 YR 3
I n c r e m e n t a l  t a x 2 . 6 3 3 . 51 4 . 3 9
S l a u g h t e r i n g  t ax 0 . 0 9 0 . 1 2 0 . 1 5
E d u c a t i o n  a d d i t i o n  & 
U r b a n  d e v e l o p m e n t  t ax

0 . 3 0 0 . 4 0 0 . 5 0

TOt a !  t a x  p a y m e n t 3 . 0 2 4 . 0 3 5 . 0 4

N o t e s ;  1) The  i n c r e m e n t a l  t a x  i s c a l c u l a t e d  a c c o r d i n g  t o  
t h e  f o r m u l a :

Re v e  n u e / 1 .1 3*  1 3% - C o s t  o f  p r o c u r e m e n t  o f  c a t t l e * 1 0 %
As  t h e r e  i s a 1 2 . 5 % e x e m p t i o n  f r o m  t he  t ax .  t h e  r ea l  

i n c r e m e n t a l  t a x  i s t h e  f o r m u l a  a b o v e  t i m e d  by 8 7 . 5 % .  On l y  
f a c t o r y  m u s t  pa y  t h i s  t ax .

2)  The  s l a u g h t e r i n g  t a x  i s 6 y u an  pe r  h e a d  o f  c a t t l e  w h i c h  
i s s l a u g h t e r e d .

3)  E d u c a t i o n  a d d i t i o n  and  u r b a n  d e v e l o p m e n t  t a x  i s 10% 
of  t h e  i n c r e m e n t a l  t a x  w h i c h  s h o u l d  be pa i d .

4 S
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CHAPTER -  I  

SUMMARY

1 .  T h i s  p r o p o s a l  e n v i s a g e s  t h e  p o s s i b i l i t y  o f

e s t a b l i s h i n g  a n  i n t e g r a t e d  f a r m i n g  s y s t e m  f o r  t h e  

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

D e v e l o p m e n t  B a n k ,  K e r a l a  b y  l i n k i n g  c r e d i t  w i t h  

p r o c e s s i n g  a n d  m a r k e t i n g .

1 . 2  A t  p r e s e n t  t h e  B a n k  i s  e n g a g e d  o n l y  i n  p r o v i d i n g

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

t o  m e e t  t h e i r  l o n g  t e r m  A g r i c u l t u r a l  C r e d i t  n e e d s

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

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

a r e  l e f t  a t  t h e  m e r c y  o f  o t h e r  c o - o p e r a t i v e  

o r g a n i s a t i o n s  e n g a g e d  i n  t h e  f i e l d  o r  t o  t h e  

m i d d l e m e n .

1 . 3  T h e  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  i n c r e a s e  t h e

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

t h e  a g r i c u l t u r a l  p r o d u c e ,  a t  l e a s t  i n  r e s p e c t  o f  

c e r t a i n  c a s h  c r o p s ,  w h i c h  a r e  r a i s e d  w i t h  t h e  l o a n  

f r o m  t h e  B a n k .

1 . 4  I t  i s  i m p e r a t i v e  f r o m  t h e  p o i n t  o f  v i e w  o f  t h e

i n s t i t u t i o n  t h a t  d i v e r s i f i c a t i o n  o f  i t s  a c t i v i t i e s  

i s  r e q u i r e d  a s  t h e r e  i s  a  s a t u r a t i o n  i n  r e g a r d  t o  

t h e i r  t r a d i t o n a l  b u s i n e s s .



1 . 5  T h e  c o - o p e r a t i v e  o r g a n i s a t i o n s  w h i c h  a r e  a l r e a d y  

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

M a r k e t i n g  F e d e r a t i o n ,  K E R A F E D  e t c  h a v e  t o u c h e d  

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

w i d e  s c o p e  f o r  o r g a n i s i n g  s o m e  s u c h  p r o c e s s i n g  a n d  

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

A g r i c u t u r a l  a n d  R u r a l  D e v e l o p m e n t  B a n k  w h i c h  h a s  a  

w i d e  n e t  w o r k  o f  B r a n c h e s  a l l  o v e r  t h e  S t a t e  r i g h t  

f r o m  t h e  v i l l a g e  l e v e l  t o  t h e  S t a t e  l e v e l .

1 . 6  T h e  d u e  d a t e  f o r  t h e  r e p a y m e n t  o f  l o a n  a n d  

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

o f  v a r i o u s  a g r i c u l t u r a l  p r o d u c e .  B u t  i t  i s  a  

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

p r o d u c e s  w i l l  b e  t h e  l o w e s t  d u r i n g  t h e  h a r v e s t i n g  

s e a s o n .  I n  o r d e r  t o  s a v e  t h e  f a r m e r s  f r o m  t h i s  

d i f f i c u l t  s i t u a t i o n  f o r w a r d  l i n k a g e  i s  c o n s i d e r e d  

a s  t h e  b e s t  r e m e d y .

1 . 7  A n  a g r o - p r o c e s s i n g  a c t i v i t y  u s i n g  t h e  m a i n  

a g r i c u l t u r a l  p r o d u c e  o f  e a c h  ( D i s t r i c t )  m a y  b e  

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

c o n t r o l  o f  t h e  K e r a l a  S t a t e  C o - o p e r a t i v e  ARD B a n k  

a s  a  p a r t  o f  i t s  r e s p o n s i b i l i t y  t o  g u a r a n t e e  a  

b e t t e r  p r i c e  f o r  t h e  p r o d u c t s .



1 . 8  T h e  p r o j e c t  p r o p o s e d  i s  f o r  t h e  s e t t i n g  u p  o f  a  

c o c o n u t  b a s e d  i n d u s t r y  i n  T r i c h u r  D i s t r i c t  f o r  t h e  

p r o d u c t i o n  o f  " D e h y d r a t e d  c o c o n u t  m e a t "  w h i c h  h a s  

a  w i d e  n a t i o n a l  a n d  i n t e r n a t i o n a l  m a r k e t .

1 . 9  T h e  p r o d u c t  c a n  b e  m a r k e t e d  t h r o u g h  t h e  

s u p e r m a r k e t s  o f  S t a t e  C o n s u m e r  F e d e r a t i o n  i n s i d e  

t h e  S t a t e  a n d  f o r  e x p o r t  a n d  u p c o u n t r y  s a l e s ,  t h e  

a s s i s t a n c e  o f  A s i a n  a n d  P a c i f i c  C o c o n u t . c o m m u n i t y  

o r  NAFED e t c  m a y  b e  a v a i l e d .  T h e  i m p o r t a n t  m a r k e t  

p l a c e s  i n  t h e  c o u n t r y  a r e  B a n g a l o r e ,  M a d r a s ,  

B o m b a y ,  D e l h i  a n d  C a l c u t t a .

1 . 1 0  T h e  r e s u l t s  o f  f i n a n c i a l  a n a l y s i s  o f  t h e  p r o j e c t  

a r e  a s  f o l l o w s .  P a y  b a c k  p e r i o d  i s

3 y e a r s ,  I R R  i s  35% NPV i s  2 3 . 8 8 .

1 . 1 1  T h e  i n i t i a l  p r o j e c t  c o s t  i s  e s t i m a t e d  a t  R s . 2 . 5 5  

m i l l i o n  w h i c h  w i l l  b e  s o u r c e d  o u t  f r o m  m e m b e r  c o 

o p e r a t i v e s  b y  w a y  o f  s h a r e  c a p i t a l ,  f r o m  m e m b e r  

B a n k s ,  s h a r e  c a p i t a l  c o n t r i b u t i o n  f r o m  G o v t ,  a n d  

f r o m  t h e  K e r a l a  S t a t e  ARD B a n k .

1 . 1 2  B a s e d  o n  t h e  c o m p u t e d  d a t a  t h e  p r o j e c t  i s  

f i n a n c i a l l y  v i a b l e  a n d  t e c h n i c a l l y  f e a s i b l e .



CHAPTER -  I I  

BACK GROUND

2 . 1  ROLE OF COCONUTS IN  KERA LA :

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  K e r a l a  a n d  

d i f f e r e n t  c o c o n u t  p r o d u c t s  a r e  d e a l t  w i t h  i n  t h i s  

c h a p t e r .

T h e  m a i n  a g r i c u l t u r a l  c r o p s  o f  K e r l a  a n d  t h e  

s h a r e  i n  I n d i a ' s  p r o d u c t i o n  d u r i n g  t h e  y e a r  1 9 9 2 - 9 3  a r e  

a s  f o l l o w s .

P r o d u c t A r e a  ( h a ) P r o d u c t i o n  
( t o n n e s )

Y i e l d
( K g / h a )

S h a r e  i n  
I n d i a ' s  
P r o d u c t i o n

a .  C o c o n u t 8 6 0 5 0 0 4 9 3 1 0 0 0  
( m l n .  n u t s )

5 7 3 0  48% 
( n u t s / h a )

b .  P e p p e r 1 7 0 6 7 0 4 8 8 6 0 2 8 6 98%

c . T e a 3 4 6 2 2 5 6 2 5 0 1 6 2 5 8%

d .  C o f f e e 7 4 7 9 4 2 5 0 0 0 3 3 4 1 5 . 4 8 %

e .  C a r d a m o m 3 9 9 3 0 2 4 2 4 6 1 8 0 . 8 0 %

f .  N a t u r a l  
R u b b e r

4 2 8 8 6 4 3 6 8 6 4 8 1 1 6 4 9 3 . 6 9 %

g .  A r e c a n u t 6 2 3 3 3  , 5 9 6 6 6 9 5 7 2 4 . 6 2 %

I n  t e r m s  o f  o u r  e x p o r t s  a n d  f o r e i g n  e x c h a n g e ,  w h i l e  

p e p p e r ,  c a r d a m o m ,  t e a ,  c o f f e e  e t c  o c c u p i e s  a  p r i m e  

p o s i t i o n ,  h a r d l y  t h e r e  i s  a n y  e x p o r t  o f  c o c o n u t  

p r o d u c t s .



T h e  c o c o n u t  p a l m  t h r i v e s  w e l l  u n d e r  a n  e v e n l y  

d i s t r i b u t e d  a n n u a l  r a i n f a l l  r a n g i n g  f r o m  1 0 0 0  mm t o  3 0 0  

mm. T h e  d i s t r i b u t i o n  o f  r a i n f a l l ,  d r a i n a g e  s t a t u s  a n d  

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

i m p o r t a n t .  T h e  p a l m  r e q u i r e s  a  c l i m a t e  n e i t h e r  h o t  n o r  

v e r y  c o l d .  T h e  c o c o n u t  p a l m  c a n  t o l e r a t e  a  w i d e  r a n g e  

o f  s o i l  c o n d i t i o n s .  T h e  m a j o r  s o i l  t y p e s  t h a t  s u p p o r t  

c o c o n u t  c u l t i v a t i o n  i n  I n d i a  a r e  l a t e r i t e ,  a l l u v i a l ,  

r e d  s a n d y  l o a m ,  c o a s t a l  s a n d y  a n d  r e c l a i m e d  s o i l  w i t h  a  

pH r a n g i n g  f r o m  5 . 2  t o  8 . 0 .

T h e  s o i l  t y p e s  o c c u p y i n g  a  m a j o r  p o r t i o n  o f  t h e  

a r e a  o f  t h e  s t a t e  a r e  s u i t a b l e  f o r  c o c o n u t  c u l t i v a t i o n .  

T h e  D i s t r i c t  w i s e  p r o d u c t i o n  o f  c o c o n u t  i n  t h e  s t a t e  

f o r  t h e  y e a r  1 9 9 2 - 9 3  i s  g i v e n  b e l o w .

S t a t e S h a r e  i n  S t a t e  
P r o d u c t i o n  (%)

1 . K o z h i k o d e  . 1 5 . 2 2
2 . T r i s s u r 1 0 . 9 9
3 . M a l a p p u r a m 1 0 . 7 8
4 . T r i v a n d r u m 1 0 . 7 0
5 . K a n n u r 1 0 . 3 0
6 . E r n a k u l a m 8 . 1 8
7 . K o l l a m 8 . 6 0
8 . A l a p p u z h a 6 . 9 7
9 . K a s a r g o d 5 . 5 2
1 0 . K o t t a y a m 4 . 6 1
1 1 . P a t h a n a m t h i t t a 4 . 6 T
1 2 . P a l a k k a d 3 . 0 7
1 3 . I d u k k i 1 . 4 9
1 4 . W ynad 0 . 1 4

100%



T h e  N a t i o n a l  B a n k  f o r  A g r i c u l t u r e  a n d  R u r a l  

D e v e l o p m e n t  B a n k  (NABARD) i s  a n  i n s t i t u t i o n  a c c r e d i t e d  

w i t h  a l l  m a t t e r s  r e l a t i n g  t o  c r e d i t  f o r  A g r i c u l t u r e .  

W i t h  t h e  r e f i n a n c e  f a c i l i t y  a v a i l a b l e  f r o m  NABARD, t h e  

S t a t e  A g r i c u l t u r e  a n d  R u r a l  D e v e l o p m e n t  B a n k ,  t h e  S t a t e  

C o - o p e r a t i v e  B a n k ,  t h e  S c h e d u l e d  B a n k s  a n d  R e g i o n a l  

R u r a l  B a n k s  a r e  p r o v i d i n g  b o t h  l o n g  t e r m  a n d  s h o r t  t e r m  

l o a n s  t o  t h e  f a r m e r s .

L i f e  s p a n  o f  a  c o c o n u t  p a l m  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 l m  c o u l d  t a k e  5 - 7  y e a r s  t o  b e a r  f r u i t s .  

O n c e  i n  e v e r y  t w o  m o n t h s  a  c r o p  c a n  b e  h a r v e s t e d  a n d  

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 .  T h e  a v e r a g e  m o n t h l y  

y i e l d  o f  c o c o n u t  i n  K e r a l a  i s  g i v e n  b e l o w .

A n n u a l  y i e l d o f  C o c o n u t  i n K e r a l a

J a n u a r y 6 .4% A u g u s t 7 .7%

F e b r u a r y 7 .7% S e p t e m b e r 6 .5%

M a r c h 9 .8% O c t o b e r 5 .6%

A p r i l 1 4 . 1 % N o v e m b e r 6 .5%

May 1 1 . 7 % D e c e m b e r 6 .0%

J u n e 9 .8 % T o t a l 1 0 0  %

J u l y 8 .2 % -



F r o m  t h e  a b o v e  t a b l e  i t  c a n  b e  s e e n  t h a t  t h e  

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

p e r i o d  f r o m  O c t o b e r  t o  J a n u a r y .  B u t  d u r i n g  t h e  h e a v y  

s e a s o n ,  t h e  f a r m e r s  f i n d  i t  d i f f i c u l t  t o  s e l l  t h e i r  

p r o d u c t s  a t  a  r e m u n e r a t i v e  p r i c e ,  d u e  t o  l a c k  o f  

h o l d i n g  p o w e r  o n  f a r m e r 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  6 0 - 7 0 %  o f  t h e  r e g u l a r  p r i c e .  I n o r d e r  t o  m a n a g e  

t h e i r  c o c o n u t  c u l t i v a t i o n  p r o f i t a b l y ,  t h e  c o c o n u t  

g r o w e r s  a r e  r e q u i r e d  t o  g e t  a  g o o d  f a r m - g a t e  p r i c e .

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 .  T h e  

c o c o n u t  c a n  b e  k e p t  f o r  3 m o n t h s  w i t h o u t  p r o c e s s i n g  

a f t e r  p i c k i n g ,  a n d  h e n c e  t h e r e  i s  a  c h a n c e  f o r  s o m 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  COCONUT PRODUCTS:

C o c o n u t  h a s  a  v a r i e t y  o f  u s e s .  I t  i s  

e s t i m a t e d  t h a t  a b o u t  50% o f  t h e  c o c o n u t  p r o d u c e d  i n  

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

r e s t  f o r  b e i n g  p r o c e s s e d  a s  c o p r a .  A b o u t  h a l f  o f  t h e  

p e r  c a p i t a  v e g e t a b l e  f a t  a v a i l a b l e  i n  t h e  s t a t e  i s  

a c c o u n t e d  f o r  b y  c o c o n u t  o i l .  T h e  c o c o u t  h u s k  

a v a i l a b l e  i n  t h e  s t a t e  s u p p o r t s  t h e  c o i r  i n d u s t r y ,  

w h i c h  p r o v i d e s  e m p l o y m e n t  f o r  a b o u t  3 . 5  l a k h  w o r k e r s .  

T h e  v a l u e  a d d e d  i n  t h e  c o i r  s e c t o r  i s  a b o u t  R s . 5 0  

c r o r e s  a n n u a l l y .



T h u s  e v e r y  p a r t  o f  t h e  p a l m  i s  u s e f u l  t o  

m a n k i n d  i n  o n e  w a y  o r  t h e  o t h e r .  I t  s u p p o r t s  f o o d ,  

d r i n k ,  f u e l ,  s h e l t e r  a n d  a l s o  r a w  m a t e r i a l  f o r  a  n u m b e r  

o f  i n d u s t r i e s .

T h e  t e n d e r  n u t s  a r e  v a l u e d  b o t h  f o r  t h e  s w e e t  

w a t e r  w h i c h  i s  r i c h  i n  p o t t a s s i u m ,  g l u c o s e  a n d  o t h e r  

m i n e r a l s  a n d  t h e  g e l a t i n o u s  k e r n e l  w h i c h  i s  a  d e l i c i o u s  

f o o d .  T h e  m a t u r e d  c o c o n u t s  a r e  u s e d  f o r  c o p r a  m a k i n g ,  

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

c r e a m ,  f o r  e d i b l e  p u r p o s e s  a s  f r e s h  k e r n a l ,  f o r  

r e l i g i o u s  o f f e r i n g s  a n d  f o r  r a i s i n g  s e e d l i n g s .

2 . 3  ADMINISTRATION AND MONITORING OF COCONUT 
PRODUCTION AND INDUSTRY:

C o c o n u t  i s  t h e  m o s t  i m p o r t a n t  p l a n t a t i o n  c r o p  

g r o w n  i n  K e r a l a .  I t  i s  t h e  s e c o n d  m o s t  i m p o r t a n t  c r o p  

i n  t e r m s  o f  c u l t i v a t e d  a r e a  i n  t h e  s t a t e ,  t h e  f i r s t  

b e i n g  p a d d y .  O u t  o f  t h e  t o t a l  c r o p p e d  a r e a  o f  a b o u t  3 

m i l l i o n  h e c t a r e s  i n  1 9 9 2 - 9 3  i n  K e r a l a  a b o u t  30% w a s  

u n d e r  p a d d y  a n d  28% w a s  u n d e r  c o c o n u t .  A b o u t  a  t h i r d  

o f  t h e  v a l u e  o f  a g r i c u l t u r a l  o u t p u t  i s  f r o m  c o c o n u t .

K e r a l a  i s  t h e  p r i m e  p r o d u c e r  o f  c o c o n u t  i n  I n d i a ,  

a c c o u n t i n g  f o r  a b o u t  60% o f  t h e  a r e a  u n d e r  t h e '  c r o p  i n  

I n d i a .  H o w e v e r ,  t h e  r e l a t i v e  p o s i t i o n  o f  K e r a l a  w i t h



r e g a r d  t o  i t s  c o n t r i b u t i o n  t o  t o t a l  p r o d u c t i o n  o f  

c o c o n u t  i n  I n d i a  h a s  c h a n g e d  o v e r  t h e  y e a r s  f r o m  70% i n  

1 9 6 4 - 7 0  t o  48% i n  1 9 9 2 - 9 3 .  T h i s  d e c l i n e  w a s  m a i n l y  o n  

a c c o u n t  o f  t h e  d e c l i n e  i n  p r o d u c t i v i t y  d u e  t o  t h e  

i n c i d e n c e  o f  r o o t  w i l t  d i s e a s e  a n d  i n a d e q u a t e  u s e  o f

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

r e v e a l e d  t h a t  t h e  i n c i d e n c e  o f  d i s e a s e  w a s  a r o u n d  15% 

f o r  t h e  s t a t e  a s  a  w h o l e  i n  e a r l y  s e v e n t i e s  h a s  b e e n  

i n c r e a s e d  t o  25% i n  e a r l y  e i g h t i e s .  T h e  p r e s e n t  

s t r a t e g y  i s  t o  i n c r e a s e  t h e  p r o d u c t i o n  o f  c o c o n u t

i n  t h e  s t a t e  b y  i n c r e a s i n g  t h e  a r e a  u n d e r

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

e x i s t i n g  g a r d e n s  t h r o u g h  i n t e n s i v e  c u l t i v a t i o n  

p r a c t i c e s  l i k e  i r r i g a t i o n ,  m a n u r i n g  e t c .

T h e  G o v t ,  o f  I n d i a  h a s  e s t a b l i s h e d  a  C o c o n u t  

D e v e l o p m e n t  B o a r d  o n  1 2 t h  J a n u a r y  1 9 8 7  u n d e r  t h e  

a d m i n i s r a t i v e  c o n t r o l  o f  t h e  M i n i s t r y  o f  A g r i c u l t u r e ,  

G o v e r n m e n t  o f  I n d i a ,  w i t h  i t s  h e a d  q u a r t r s  a t  K o c h i ,  

i n  K e r a l a .  T h e  C o c o n u t  D e v e l o p m e n t  B o a r d  u n d e r t a k e s  

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

d i s t r i b u t i o n  o f  p l a n t i n g  m a t e r i a l s ,  e x p a n s i o n  o f  a r e a  

u n d e r  c o c o n u t  e t c .



2 . 4  PROBLEMS FACED BY FA RM ERS:

T h o u g h  c o c o n u t  p a l m  s u p p l i e s  r a w  m a t e r i a l s  

f o r  a  n u m b e r  o f  i n d u s t r i e s  s u c h  a s  C o p r a  m a k i n g ,  o i l  

e x t r a c t i o n ,  d e s i c c a t e d  c o c o n u t ,  c o c o n u t  c r e a m ,  c o c o n u t  

w a t e r ,  c o c o n u t  t o d d y ,  c o i r  p r o d u c t s ,  c o c o n u t  s h e l l  

b a s e d  p r o d u c t s ,  c o c o n u t  l e a v e s  a n d  c o c o n u t  w o o d ,  b u t  

n o n e  o f  t h e  a b o v e  i n d u s t i r e s  e x c e p t  c o p r a  m a k i n g ,  o i l  

e x t r a c t i o n ,  c o i r  p r o d u c t s  a n d  c o n u t  l e a v e s  h a v e  b e e n  

d e v e l o p e d .  A s  a  r e s u l t  t h e  p r i c e  o f  t h e  c o c o n u t  i s  

p u r e l y  d e p e n d e n t  o n  t h e  u p s  a n d  d o w n s  o f  t h e  p r i c e s  

o f  c o p r a  a n d  o i l  i n  w h i c h  t h e  f a r m e r s  h a v e  n o  c o n t r o l .  

T h u s  i n  m o s t  o c c a s i o n s  t h e  f a r m e r s  a r e  b e i n g  e x p l o i t e d  

b y  t h e  o r g a n i s e d  c o p r a  d e a l e r s  a n d  o i l  m i l l  o w n e r s .  

H e n c e  f o r  t h e  f a r m e r s  t o  g e t  a  r e m u n e r a t i v e  p r i c e ,  s o m e  

m o r e  i n d u s t r i e s  b a s e d  o n  c o c o n u t  w i l l  h a v e  t o  b e  

d e v e l o p e d ,  e s p e c i a l l y  a s  t h e  c o c o n u t  c u l t i v a t i o n  

b e c o m e s  n o n - r e m u n e r a t i v e  a l o n g  w i t h  t h e  s h a r p  d e c l i n e  

i n  t h e  p r i c e s  o f  c o c o n u t .

T h e  G o v e r n m e n t  h a v e  d e c l a r e d  c o c o n u t  a s  a n  o i l  

s e e d  a n d  a  f l o o r  p r i c e  f o r  c o p r a  h a v e  a l s o  b e e n  f i x e d  

t o  h e l p  t h e  f a r m e r s .
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2 . 5  NEED AND J U S T I F I C A T I O N  FOR THE PROJECT:

I n  v i e w  o f  t h e  m u l t i  f a c e t e d  p r o b l e m s  f a c e d  b y  o u r  

c o c o n u t  g r o w e r s  a n d  t h e  u r g e n t  n e e d  t o  i m p r o v e  t h e i r  

i n c o m e  f r o m  a g r i c u l t u r a l  a c t i v i t i e s ,  t h e  e s t a b l i s h m e n t  

o f  a  c o c o n u t  b a s e d  i n d u s t r y  i s  p r o p o s e d .

T h e  G o v t ,  o f  K e r a l a  i s  p r o v i d i n g  a l l  a s s i s t a n c e  f o r  

i n c r e a s i n g  t h e  c u l t i v a t i o n  a n d  p r o d u c t i o n  o f  c o c o n u t s .  

T h e  G o v t ,  i s  a l s o  d e c l a r i n g  a w a r d s  f o r  t h e  b e s t  c o c o n u t  

c u l t i v a t o r  v i z .  " K e r a k e s a r i "  o n  a n  y e a r l y  b a s i s  w h i c h  

i n c l u d e s  c a s h  a w a r d  a n d  c i t a t i o n .  I n s p i t e  o f  a l l  

t h e s e ,  t h e  a r r a n g e m e n t  f o r  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  

o f  c o c o n u t  p r o d u c t s  i s  s e e n  i n a d e q u a t e  a n d  h e n c e  t h e  

p r o m o t i o n  o f  o n e  c o - o p e r a t i v e  s o c i e t y  f o r  t h e  

p r o c e s s i n g  o f  c o c o n u t  u n d e r  t h e  a u s p i c e s  o f  K e r a l a  

S t a t e  C o - o p e r a t i v e  A g r i c u l t u r a l  a n d  R u r a l  D e v e l o p m e n t  

B a n k  i s  r e c o m m e n d e d .

T h e  c o c o u t  p r o c e s s i n g  s o c i e t y  i s  p r o p o s e d  t o  b e  

s t a r t e d  a t  T r i c h u r  D i s t r i c t ,  o n e  o f  t h e  m a j o r  c o c o n u t  

p r o d u c i n g  c e n t r e  o f  t h e  S t a t e ,  w h i c h  i s  a b o u t  8 5  Kms 

a w a y  f r o m  K o c h i ,  t h e  p o r t  c i t y  o f  K e r a l a .  T h e  s h a r e  o f  

c o c o n u t  p r o d u c t i o n  o f  T r i c h u r  D i s t r i c t  i n  t h e  t o t a l  

p r o d u c t i o n  o f  t h e  S t a t e  d u r i n g  1 9 9 2 - 9 3  w a s  a b o u t  11%.
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CHAPTER -  I I I  

THE PROJECT

3 . 1  O B J E C T I V E S :

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

t h e  i n c o m e  o f  t h e  c o c o n u t  g r o w 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  a n d  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 a n  b e  m a r k e t e d  w i t h i n  t h e  c o u n t r y  o r  c a n  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 .

2 .  T o  a s s u r e  a  r e m u n e r a t i v e  p r i c e  t o  t h e  f a r m e r ' s  

p r o d u c e  b y  p r o t e c t i n g  t h e m  f r o m  m i d d l e m e n ' s  p r i c e  

m a n i p u l a t i o n s .

3 .  T o  p r o v i d e  f a r m e r s  w i t h  e x t e n s i o n  s e r v i c e  t o  

i n c r e a s e  p r o d u c t i v i t y .

4 .  T o  e s t a b l i s h  a  C o - o p e r a t i v e  P r o c e s s i n g  S o c i e t y  t o  

p r o v i d e  f o r w a r d  i n t e g r a t i o n .

3 . 2  LOCATION:

T h e  p r o p o s e d  c o - o p e r a t i v e  s o c i e t y  c a n  b e  s t a r t e d  

a t  T r i c h u r  D i s t r i c t ,  w h i c h  i s  w e l l  c o n n e c t e d  b y  r a i l s  

a n d  r o a d s  w i t h  o t h e r  p a r t s  o f  t h e  s t a t e .  T h e  p r o p o s e d  

s i t e  i s  o n l y  a b o u t  8 5  K m s . a w a y  f r o m  t h e  K o c h i  P o r t ,  

t h e  e x p o r t  z o n e  o f  t h e  S t a t e .
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3 . 3  AREA OF OPERATION:

T h e  a r e a  o f  o p e r a t i o n  o f  t h e  s o c i e t y  m ay  b e  l i m i t e d  

t o  T r i c h u r  D i s t r i c t .  A t  p r e s e n t  t w o  P r i m a r y  

A g r i c u l t u r a l  a n d  R u r a l  D e v e l o p m e n t  B a n k s  a r e  

f u n c t i o n i n g  i n  t h e  D i s t r i c t  a n d  t h e y  m e e t  t h e  c r e d i t  

r e q u i r e m e n t  o f  t h e  f a r m e r s .  W i t h i n  t h e  a r e a  o f  

o p e r a t i o n  o f  t h e  S o c i e t y  t h e r e  a r e  n o  f a c t o r i e s  f o r  t h e  

p r o d u c t i o n  o f  d i s i c c a t e d  c o c o n u t .

T h e  S o c i e t y  w i l l  b e  s u p e r v i s e d  a n d  f i n a n c e d  b y  t h e  

K e r a l a  S t a t e  C o - o p e r a t i v e  A g r i c u l t u r a l  a n d  R u r a l  

D e v e l o p m e n t  B a n k .

3 . 4  MEMBERSHIP:

T h e  m e m b e r s h i p  o f  t h e  p r o p o s e d  S o c i e t y  m a y  b e  

i s s u e d  t o  t h e  P r i m a r y  A g r i c u l t u r a l  a n d  R u r a l  

D e v e l o p m e n t  B a n k s  f u n c t i o n i n g  i n  t h e  D i s t i r c t .  A l l  

c o c o n u t  c u l t i v a t o r s  i n  t h e  D i s t r i c t  w h o  ow n  a t  l e a s t  

h a l f  a n  a c r e  o f  c o c o n u t  g a r d e n  c a n  b e c o m e  t h e  m e m b e r s  

o f  t h e  p r o p o s e d  s o c i e t y .

3 . 5  FUNCTIONS OF THE SOCIETY:

T h e  m a i n  f u n c t i o n  o f  t h e  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  m e m b e r s  a n d  t o  g i v e  t h e m  a  

r e m u n e r a t i v e  p r i c e  b y  p r o c e s s i n g .
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T h e  S o c i e t y  w i l l  m a i n l y  c o n c e n t r a t e  o n  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 t  p r e s e n t ,  t h e  

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

q u a l i t y ,  a r e  t a k e n  f o r  c o p r a  p r o c e s s i n g .  H e n c e  t h e  

f a r m e r s  w h o  p r o d u c e  g o o d  q u a l i t y  n u t s  a r e  n o t  g e t t i n g  a  

r e m u n e r a t i v e  p r i c e .  I n  d e s i c c a t e d  c o c o n u t  p r o c e s s i n g  

g o o d  q u a l i t y  n u t s  a r e  r e q u i r e d  a n d  t h e r e b y  a n  

a t t r a c t i v e  p r i c e  c a n  b e  g i v e n  t o  s u c h  f a r m e r s .

A t  p r e s e n t  t h e  p r i c e  o f  n u t s  a r e  p u r e l y  d e p e n d e n t  

o n  t h e  p r i c e  o f  c o p r a  a s  t h e r e  i s  n o  a l t e r n a t i v e  f o r  

f i x i n g  t h e  p r i c e .  W i t h  t h e  i n t 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  p r o c e s s i n g ,  a  c o m p e t i t i v e  p r i c e  c a n  b e  e m e r g e d .  

S i n c e  t h e  S o c i e t y ' s  m o t i v e  i s  n o t  p r o f i t  m a x i m i s a t i o n ,  

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 e m b e r s ,  t h e  

S o c i e t y  c a n  p l a y  a  v i t a l  . r o l e  i n  t h e  p r i c e  f i x i n g  

p o l i c y .

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  t a k e s  6 - 7  y e a r s  t o  

y i e l d .  H e n c e  b y  t h e  t i m e  w h e n  t h e  y i e l d i n g  b e g i n s  a n d  

i f  t h e  p r i c e  g o e s  d o w n ,  t h e  f a r m e r s  a r e  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 .  S o  

t h e  C o - o p e r a t i v e  B a n k  w h i c h  f i n a n c e s  t h e  c u l t i v a t o r s  

h a s  a  r e s p o n s i b i l i t y  t o  g u a r a n t e e  f u t u r e  m a r k e t  f o r  

c o c o n u t s ,  a t  l e a s t  t o  m i n i m i z e  t h e  r i s k  o f  t h e  f a r m e r s  

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

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  o f  d e s i c c a t e d  c o c o n u t s  

p r o d u c e d  a n d  t h e r e b y  t o  f e t c h  a  h i g h e r  p r i c e  f o r  i t s  

p r o d u c e .

3 . 6  COMPONENTS OF THE PROJECT:

1 )  FORMATION:

a )  T h e  S o c i e t y  w i l l  b e  l o c a t e d  i n  t h e  s u b - u r b a n  a r e a  

o f  T r i c h u r  M u n c i p a l i t y  w h i c h  i s  a b o u t  8 5  Km a w a y  

f r o m  K o c h i ,  t h e  p o r t  c i t y  o f  K e r a l a .  T h e  i d e a l  

l o c a t i o n  o f  t h e  s o c i e t y  "makes  i t  e a s y  t o  c o l l e c t  

a n d  t r a n s p o r t  r a w  m a t e r i a l s  a n d  f i n i s h e d  g o o d s .

b )  T h e  a r e a  o f  t h e  S o c i e t y ' s  p r e m i s e s  w i l l  b e  5 0  

c e n t s  o f  l a n d  a n d  4 0 0 0  b u i l d i n g .

c )  T h e  m a j o r  p a r t s  o f  c o n s t r u c t i o n  o f  t h e  S o c i e t y  

b u i l d i n g  a r e  a s  f o l l o w s :

-  b u i l d i n g  c o n s t r u c t i o n  f o r  c o l l e c t i n g ,  d e - h u s k i n g ,  

h a t c h e t i n g ,  p a r i n g ,  w a s h i n g ,  d r y  s e c t i o n  a n d  

a t t a c h e d  f a c i l i t i e s  s u c h  a s  o f f i c e ,  s t o r e  r o o m  

e t c .

-  s e t  u p  m a c h i n e r y  f o r  d i s i n t e g r a t i o n ,  d r y i n g ,  

p a c k i n g  e t c .

( S e e  A p p e n d i x  -  2 f o r  m o r e  d e t a i l s  o f  t h e  f a c t o r y  

f a c i l i t i e s )
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2 .  PROCUREMENT OF RAW MATERIALS AND MARKETING:

a )  S h a r e s  o f  t h e  S o c i e t y  may  b e  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 .  S u p p l y  o f  n u t s  m a y  

b e  l i n k e d  t o  t h e  s h a r e s  h e l d  s e p a r a t e l y  f o r  h e a v y  

s e a s o n  a n d  l e a n  s e a s o n .

b )  C o c o n u t  w i l l  b e  p u r c h a s e d  f r o m  t h e  m e m b e r 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  k e r n e l .  

G o o d  q u a l i t y  n u t s  w o u l d  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 .

c )  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  

f a r m 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 .  

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  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  b y  i t s  o w n  v e h i c l e .  T h e  

c o c o n u t  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 f t e r  3 0  d a y s  

o f  p i c k i n g .

d )  C o c o n u t s  w i l l  h a v e  t o  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  a n d  g r a d e d  i n  t h e  S o c i e t y  a s  N o .  I  a n d  

N o .  I I  a n d  N o ,  3 c o c o n u t s .

e )  A r a n d o m  s a m p l e  o f  1 0 0  n u t s  w i l l  b e  d r a w n  

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

w e i g h t .
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f )  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 J 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  a n d  

c a l c u l a t e  t h e  p r i c e  p e r  1 0 0 0  n u t s  f o r  e a c h  m e m b e r .

g )  F u l l  p a y m e n t w i l l  b e  m a d e  a f t e r  3 0  d a y s ,  a f t e r

p r o c e s s i n g .  A t  t h e  t i m e  o f  p r o c u r e m e n t  a b o u t  75% 

o f  t h e  v a l u e  o f  t h e  r e g i s t e r e d  n u t s  b a s e d  o n  

m a r k e t  p r i c e  w i l l  b e  p a i d .

h )  T h e  B o a r d  o f  D i r e c t o r s  may d e t e r m i n e  t h e  p u r c h a s e

p r i c e  o f  c o c o n u t s  d e p e n d i n g  u p o n  t h e  f o r w a r d

s a l e s .

*

3 .  P R O C E S S I N G :

T h e  p r o c e s s i n g  o f  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 .  T h e  f i n a l  y i e l d  o f  d e s i c c a t e d  

c o c o n u t  w i l l  d e p e n d  o n  t h e  m a t u r i t y  a n d  t h e  w e i g h t  o f  

f u l l y  m a t u r e d  h u s k e d  n u t s .  T h e  c o l o u r ,  t a s t e ,  a n d  

s m e l l  a r e  t h e  m a i n  f a c t o r s  t o  b e  p r o t e c 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  a l s o  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 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  h u m a n  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  m u s t  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  n o  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 a l  i s  h i g h l y  p e r i s h a b l e  a n d  i t  h a s  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 .
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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  h a s  t o  b e  

r e d u c e d  t o  3% b y  e v e n i n g  a t  a  t e m p e r a t u r e  o f  9 5 ° C .  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  b e  k e p t  f o r  6 

m o n t h s .

4 .  QUALITY CONTROL:

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 a c h  a n d  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 k e c k e d  w i t h  l a b o r a t o r y  t e s t s  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  h a s  n o t  e n t e r e d  

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

5 .  BA S IC  CHARACTERISTICS OF THE PRODUCT:

T h e  a p p r o x i m a t e  c o m p o s i t i o n  o f  t h e  p r o d u c t  i s  

g i v e n  b e l o w .

C o m p o n e n t  A p p r o x i m a t e  %

M o i s t u r e  3%

F a t  ( 6 6 - 7 0 % )  6 7 . 5 %

C a r b o h y d r a t e  5 . 9 %

P r o t i e n  9 . 3 %

A s h  ( m i n e r a l s )  2 . 4 %

F i b r e  3 . 9 %

P e n t o s a n  3 . 9 %
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a )  T h e  t a s t e  a n d  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  a n d  p l e a s a n t .

b )  I t  s h o u l d  b e  f r e e  f r o m  a l l  u n d e s i r a b l e  f l a v o u r s  

s u c h  a s  C h e e s y ,  S m o k y ,  S o a p y ,  S o u r  e t c .

c )  B a c t 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  5 0 0 0  p e r  o n e

g r a m  o f  d e s i c c a t e d  c o c o n u t .

d )  E n t r o 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  1 0 0  p e r

g r a m  o f  d e s i c c a t e d  c o c o n u t .

e )  I t  s h o u l d  b e  f r e e  f r o m  s a l m o n e l l a  a n d  o t h e r  

c o n t a m i n a t i o n s .

f )  F i n e  g r a d e  o f  D . C  c a n  c o n t a i n  o n l y  20% m e d i u m  

g r a d e  a n d  t h e  m e d i u m  g r a d e  c a n  c o n t a i n  o n l y  20% 

f i n e  g r a d e .

g )  A c c o r d i n g  t o  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 :

1 )  R e d  -  l e s s  t h a n  0 . 2

2 )  Y e l l o w  -  l e s s  t h a n  0 . 7

3 )  B l u e  -  l e s s  t h a n  0 . 1

C . MARKETI NG:

A s t u d y  c o n d u c 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  

B o a r d  h a s  r e v e a l e d  t h a t  a  g r o w i n g  c o n s u m e r  d e m a n d  f o r
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d e s i c c a t e d  c o c o n u t  c o u l d  b e  d e v e l o p e d  i n  t h e  c o u n t r y  b y  

r e s o r t i n g  t o  o r g a n i s e d  m a r k e t  p r o m o t i o n  a c t i v i t i e s  f o r  

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

h o u s e h o l d  u s e s .  T h e  s u r v e y  h a s  a l s o  s h o w n  t h a t  

d e s i c c a t e d  c o c o n u t  i n  c o n s u m e r  p a c k  i s  a c c e p t a b l e  n o t  

o n l y  i n  n o n - c o c o n u t  p r o d u c i n g  s t a t e s  b u t  a l s o  i n  

K e r a l a .  F r o m  t h e  s u r v e y  i t  w a s  r e v e a l e d  t h a t  s i z e a b l e  

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

r e s i d i n g  i n  c i t i e s  a n d  t o w n s  i n  K e r a l a  w o u l d  p r e f e r  

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

I n  I n d i a  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  

i n d u s t r y  i s  s t i l l  i n  i t s  i n f a n c y  t h o u g h  t h e r e  i s  a n  

i n c r e a s i n g  d e m a n d  f o r  t h e  p r o d u c t  i n  t h e  f o o d  i n d u s t r y .  

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

d e m a n d  a l l  o v e r  t h e  w o r l d  i n  t h e  c o n f e c t i o n e r y  a n d  

o t h e r  f o o d  i n d s t r i e s .  T h e  p r e s e n t  d e m a n d  f o r  

d e s i c c a t e d  c o c o n u t  a l l  o v e r  t h e  w o r l d  i s  m e t  b y  S r i  

L a n k a  a n d  P h i l i p p i n e s  o n  a n  e q u a l  b a s i s .  T h e  m a j o r  

c o n s u m e r  o f  t h e  p r o d u c t  a r e  t h e  U . S . A . ,  W e s t  G e r m a n y ,  

A u s t r a l i a ,  C a n a d a ,  t h e  N e t h e r l a n d s ,  D e n m a r k ,  S o u t h  

A f r i c a ,  S w e d e n ,  B e l g i u m  a n d  New Z e l a n d .

F o r  m a r k e t i n g  t h e  p r o d u c t  a b o r a d  a n d  

u p c o u n t r y  t h e  a s s i s t a n c e  o f  C o c o n u t  D e v e l o p m e n t  B o a r d ,  

NAFED a n d  A s i a n  P a c i f i c  C o c o n u t  C o m m u n i t y  a n d  C o 

o p e r a t i v e  C o n s u m e r  F e d e r a t i o n  o f  t h e  S t a t e  m a y  b e  u s e d
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a f t e r  o b t a i n i n g  n e c e s s a r y  l i c e n c e  f r o m  t h e  G o v t .  A t  

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

c o u n t r y .

7 .  BY PRODUCTS:

P a r i n g s  i s  a  b y  p r o d u c t  o f  d e s s i c c a t e d

c o c o n u t  w h i c h  h a s  a  m a r k e t a b l e  v a l u e .  T h e  p a r i n g s  

w h i c h  a m o u n t  t o  1 2  t o  15% o f  t h e  K e r n a l  a r e  u s u a l l y  

s u n d r i e d / o v e n d r i e d  a n d  p r e s s e d  f o r  o i l ,  k n o w n  a s  p a r i n g  

o i l  a n d  t h e  y i e l d  b e i n g  6 0  t o  6 2 % .  T h e  o i l  i s  o f  

i n f e r i o r  q u a l i t y  a n d  f i n d s  u s e  i n  S o a p  m a n u f a c t u r e .  

4 0  K g s  o f  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  o n e  m . t o n n e  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 :

O i l  -  61%

P o o n a c  -  35%

N o r m a l  L o s s  -  0 . 4 %

100%

P a r i n g s  p o o n a c  a l s o  h a v e  a  l o c a l  m a r k e t .  T h e  

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

o i l  e x t r a c t i o n  u n i t s .
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T h e  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 .

1 .  H u s k  -  R s . 2 5 0  p e r  1 0 0 0  h u s k s

2 .  B r o k e n  S h e l l s  -  R s . 1 5 0  p e r  1 0 0 0  s h e l l s

3 .  C o c o n u t  W a t e r  -  n o t  t a k e n  i n t o  a c c o u n t

T h e  c o c o n u t  s h e l l  c a n  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  b e  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  Kg  o f  

m a j a n  o i l  c o u l d  b e  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  

1 0 0 0  n u t s .  F o r  t h e  t i m e  b e i n g  t h e  s o c i e t y  i s  n o t  

p r o c e s s i n g  i t ,  a s  t h e r e  i s  n o  f a c i l i t y  f o r  p r o c e s s i n g  

l o c a l l y .

22



CHAPTER -  I V  

DE TAILS OF OPERATION

4 . 1  TRANSPORTING OF COCONUT:

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 / l o r r i e s  o w n e d  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  a n d  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  m o v i n g  t h e  n u t s  

f r o m  t h e  g a r d e n s .

4 . 2  HUSKING OF COCONUTS:

F u l l y  m a t u r e d  n u t s  w h i c h  h a v e  b e e n  k e p t  f o r  

o n e  m o n t h  w i l l  b e  u s e d  f o r  d e s i c c a t e d  c o c o n u t .  

H u s k i n g  o f  c o c o n u t s  may  b e  d o n e  b y  t h e  S o c i e t y .  

H u s k i n g  i s  d o n e  m a n u a l l y  a n d  t h e  h u s k e r s  w i l l  b e  

p a i d  o n  p i e c e - r a t e  b a s i s .  A s k i l l e d  h u s k e r  w i l l  

h u s k '  a b o u t  1 5 0 0  t o  2 0 0 0  n u t s  p e r  d a y .

4 . 3  SORTING OF NUTS:

T h i s  i s  a  h i g h l y  s k i l l e d  j o b .  A l l  t h e  n u t s  

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  w h o  w i l l  b e  p a i d  

o n  d a i l y  p a y  b a s i s .

4 . 4 HATCHETING:

T h e  d e h u s k e d  n u t s  a r e  c a r e f u l l y  c h i p p e d  b y  a  

s p e c i a l  t y p e  o f  s m a l l  a x e  a n d  t h e  s h e l l s  r e m o v e d .
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T h i s  i s  a  h i g h l y  s k i l l d  j o b  a n d  a  s k i l l e d  

h a t c h e t e r  c a n  r e m o v e  t h e  s h e l l s  o f  a b o u t  1 5 0 0  t o  

2 0 0 0  n u t s  i n  a n  e i g h t  h o u r  w o r k i n g  d a y .  T h e  

p a y m e n t  i s  m a d e  o n  a  p i e c e - r a t e  b a s i s .

4 . 5  SHAVING :

T h e  w h o l e  k e r n a l  w h e n  r e m o v e d  f r o m  t h e  s h e l l  

w i l l  b e  c o v e r e d  w i t h  a  s u r f a c e  l a y e r  o f  b r o w n  t e s t a  

w h i c h  h a s  t o  b e  r e m o v e d .  T h i s  h a s  t o  b e  d o n e  

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

p i e c e  r a t e  b a s i s .  T h i s  i s  a  s e c t i o n  w h e r e  a  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  a 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  

a n d  i f  s h a v i n g  i s  d o n e  m o r e  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  a n d  t h e  i n c o m e  w i l l  a l s o  b e  r e d u c e d .

A f e m a l e  l a b o u r e r  c a n  c o m p l e t e  t h e  p a r i n g  o f  a b o u t  

1 0 0 0  n u t s  i n  o n e  d a y .

4 . 6  WASHING:

T h e  p a r e d  k e r n e l s  w i l l  b e  c o l l e c t e d  i n  s t e e l  

t a n k s  f o r  w a s h i n g .  W a s h i n g  w i l l  b e  d o n e  i n  t w o  

s t a g e s  a n d  w a g e s  p a i d  o n  p i e c e  r a t e  b a s i s .  T h e  

p a r e d  k e r n e l s  w i l l  b e  s l i c e d  i n t o  t w o  t o  r e l e a s e  

t h e  c o c o n u t  w a t e r .  T h e  c o c o n u t  w a t e r  i s  l e d  i n t o

 ̂ t h e  s e t t l i n g  t a n k s  a n d  t h e  s u r f  a p e  s c u m  v ; h e n

f o r m e d  a r e  r e m o v e d  a n d  b o i l e d  t o  g e t  m a j a n  o i l  a n d

2 4



t h e  r e s u l t i n g  p r e s s  c a k e  h a s  a  h i g h  f e r t i l i z e r  

v a l u e .  T h e  o i l  i s  n o t  d e r i v e d  f r o m  t h e  c o c o n u t  

w a t e r  b u t  i t  i s  f r o m  t h e  p a r e d  s u r f a c e  o f  t h e  

k e r n e l .

4 . 7  S T E R I L I Z A T I O N :

T h e  k e r n e l  p i e c e s  a f t e r  t h o r o u g h  w a s h i n g  a r e  

s t e r l i z e d  b y  p a s s i n g  t h o u g h  l a r g e  t a n k s  c o n t a i n i n g  

b o i l i n g  w a t e r  f o r  a  p e r i o d  o f  9 0  s e c o n d s  w i t h  t h e  

h e l p  o f  s c r e w  c o n v e y o r s .  T h i s  w o u l d  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 .

4 . 8  DISINTEGRATOR:

S t e r 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 c o 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  o r  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 .

4 . 9  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 o r .  I n  t h i s  p r o c e 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  2 t o  3 p e r c e n t .  D r y i n g  t e m p e r t a t u r e  

i s  1 0 0  C .  D r y i n g  c a p a c i t y  i s  a r o u n d  1 5 0  K g .  p e r  

h o u r .  D r y i n g  t i m e  i s  a b o u t  7 h o u r s  p e r  d a y .
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4 . 1 0  S I F T I N G  AND PACKING:

D r i e d  d e s i c c a t e d  c o c o n u t s  a r e  g r a d e d  a s  

f i n e ,  m e d i u m  a n d  c o a r s e  d e p e n d i n g  o n  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 o 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 .

4 . 1 1  SEALING AND STIT C H IN 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  a n d  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 .

4 . 1 2  LABELLING AND MARKETING;

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 l e d  c o n t a i n i n g  s e r i a l  n u m b e r s ,  s o  a s  t o  

i d e n t i f y  e a c h  b a g  f o r  q u a l i t y  c h e c k s .  T h e  d a t e  

o f  p r o d u c t i o n ,  t h e  g r a d e ,  w e i g h t  e t c .  w i l  b e  

c l e a r l y  m a r k e d  o n  t h e  b a g s .

G o o d  d e s i c c a t e d  c o c o n u t  w i l l  b e  c r i s p ,  s n o w  

w h i t e  i n  c o l o u r  w i t h  a  s w e e t ,  p l e a s a n t  a n d  f r e s h  

t a s t e  o f  t h e  n u t s .
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5 . 1  MANAGEMENT POLICY:

T h e  M a n a g e m e n t  o f  t h e  S o c i e t y  w i l l  b e  v e s t e d  

w i t h  a  B o a r d  o f  D i r e c t o r s  c o n s i s t i n g  o f  

r e p r e s e n t a t i v e s  o f  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  

b a n k s  a n d  S t a t e  A g r i c u l t u r a l  a n d  R u r a l  D e v e l o p m e n t  

B a n k .

E v e r y  d e c i s i o n  c o n c e r n i n g  t h e  o p e r a t i o n  o f  

t h e  s o c i e t y  w i l l  b e  t a k e n  a c c o r d i n g  t o  t h e  b y e -  

l a w s  a n d  K e r a l a  S t a t e  C o - o p e r a t i v e  A g r i c u l t u r a l  

R u r a l  D e v e l o p m e n t  B a n k s  A c t  a n d  R u l e s ,  k e e p i n g  i n  

v i e w  t h e  i n t e r e s t  o f  t h e  f a r m e r s .

5 . 2  C L A S S I F I C T I O N  OF MANAGEMENT:

T h e  f u n c t i o n s  o f  t h e  m a n a g e m e n t  w i l l  b e  

c l a s s i f i e d  a s  f o l l o w s :

1 )  A d m i n i s t r a t i o n  a n d  g e n e r a l  a f f a i r s

2 )  A c c o u n t i n g  a n d  F i n a n c i n g

3 )  P r o c u r e m e n t

4 )  P r i c e  i n f o r m a t i o n  a n d  a d v e r t i s e m e n t  
( S a l e s  P r o m o t i o n )

5 )  M a i n t e n a n c e  o f  M a c h i n e r y .

CHAPTER -  V

ORG A N ISA TIO N  AND MANAGEMENT
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5 . 3  O R G A N ISA TIO N A L CHART:

MANAGER

SUPERVISOR

PROCESSING AND 
MARKETING SECTION

ACCOUNTANT

ADMINISTRATION & 
ACCOUNT SECTION

MACHINE OPERATORS CLERK

5 . 4  TASK OF THE SEC TION:

T h e r e  w i l l  b e  o n e  m a n a g e r  w i t h  t e c h n i c a l  

b a c k g r o u n d  t o  c o n t r o l  t h e  o v e r a l l  o p e r a t i o n  o f  t h e  

S o c i e t y  a n d  t o  m a k e  i m p o r t a n t  d e c i s i o n s  i n  

c o n s u l t a t i o n  w i t h  B o a r d ,  a s  p e r  r u l e s .

I n  t h e  a b s e n c e  o f  M a n a g e r ,  t h e  S u p e r v i s o r  

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

t h e  A c c o u n t a n t  w i l l  c o n t r o l  t h e  o f f i c e .  T h e  

s u p e r v i s o r  w i l l  l o o k  a f t e r  a l l  w o r k s  r e l a t i n g  t o  

p r o c u r e m e n t ,  p r o c e s s i n g  a n d  m a r k e t i n g  o f  t h e  

p r o d u c t .  T h e  A c c o u n t a n t  w i l l  m a i n t a i n  t h e  b o o k s  

o f  a c c o u n t s  o f  t h e  S o c i e t y  a n d  w i l l  a l s o - m a n a g e  

t h e  g e n e r a l  a d m i n i s t r a t i o n  o f  t h e  S o c i e t y  s u b j e c t  

t o  t h e  c o n t r o l  o f  t h e  m a n a g e r .  T h e y  w i l l  b e

2 8



v e s t e d  w i t h  n e c e s s a r y  p o w e r  t o  c o n t r o l  a l l  t h e  

a c t i v i t i e s  r e l a t e d  t o  t h e i r  o w n  s e c t i o n .

1 .  P r o c u r e m e n t ,  P r o c e s s i n g  a n d  M a r k e t i n g  S e c t i o n ;

a )  P l a n  o f  O p e r a t i o n

b )  P r o c u r e m e n t  o f  r a w  m a t e r i a l s  a n d  i n v e n t o r y  
c o n t r o l .

c )  M a r k e t  a n d  P r i c e  s u r v e y

d )  M a n a g e m e n t  o f  p r o c e s s i n g  a c t i v i t i e s

e )  M a r k e t i n g  o f  p r o d u c e .

f )  S a l e s  P r o m o t i o n

g )  T r a n s p o r t a t i o n .

2 .  A d m i n i s t r a t i o n  a n d  A c c o u n t s  S e c t i o n :

a )  G e n e r a l  A d m i n i s t r a t i o n  a n d  P e r s o n n e l  m a t t e r s .

b )  S e t t l e m e n t  o f  a c c o u n t s / m a n a g i n g  o f  
r e c e i v a b l e s .

c )  P r e p a r a t i o n  o f  I n c o m e  a n d  E x p e n d i t u r e
S t a t e m e n t s .

5 . 5  EMPLOYMENT OF MANPOWER:

1 .  R e g u l a r  E m p l o y e e s :

R e g u l a r  e m p l o y e e s  w i l l  b e  t h e  M a n a g e r ,  

S u p e r v i s o r ,  A c c o u n t a n t ,  M a c h i n e  O p e r a t o r s  a n d  

D r i v e r .

2 .  T e m p o r a r y  E m p l o y e e s ;

T h e  t e m p o r a r y  e m p l o y e e s ,  u n s k i l l e d  p e r s o n s ,  

w i l l  b e  r e c r u i t e d  i n  t h e  p r o j e c t  d e p e n d i n g  o n  

n e c e s s i t y .

2 9



6 . 1  B A S I C  ASSUMPTIONS:

T h e  f i n a n c i a l  a n a l y s i s  o f  t h e  p r o j e c t  w i l l  b e  

d o n e  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 .

1 .  P r o j e c t  P e r i o d  i s  1 1  y e a r s  i n c l u d i n g  t h e

c o n s t r u c t i o n  p e r i o d .

2 .  D e p r e c i a t i o n  i s  c a l c u l a t e d  b y  t h e  s t r a i g h t  l i n e

m e t h o d .

3 .  T h e  u n i t  i s  e x p e c t e d  t o  w o r k  f o r  3 0 0  d a y s  oft  a

s i n g l e  s h i f t  b a s i s .

4 .  T h e  u n i t  i s  e x p e c t e d  t o  a c h i e v e  a  c a p a c i t y  

u t i l i s a t i o n  o f  60% i n  t h e  f i r s t  y e a r ,  70% i n  t h e  

s e c o n d  y e a r  a n d  80% i n  t h e  t h i r d  y e a r .

CHAPTER -  V I

F IN A N C IA L  A N A LY SIS

5 .  Raw M a t e r i a l  -  T h e  c o s t  o f  r a w  m a t e r i a l s  w i l l
b e  R s . 3 . 7 5 / n u t .

6 .  T h e  s e l l i n g  p r i c e  i s  a s s u m e d  a t  R s .  3 8 / K g  o f  D . C  

T h e  s e l l i n g  p r i c e  o f  b y e - p r o d u c t  a r e  a s s u m e d  a s  

f o l l o w s :

H u s k  -  R s . 2 5 0 / 1 0 0 0  N o s .
S h e l l  -  R s . 1 5 0 / 1 0 0 0  N o s .
P a r i n g s  -  R s . 2 0 / K g .

3 0



7 .  S a l e s  p r o m o t i o n  e x p e n s e s  i s  e x p e c t e d  @ 2% o f  S a l e s  

r e v e n u e .

8 .  I t  i s  a s s u m e d  t h a t  a n y  i n c r e a s e  i n  t h e  c o s t  o f  r a w  

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

c o r r e s p o n d i n g  i n c r e a s e  i n  t h e  s e l l i n g  p r i c e .

6 . 2  INVESTMENT OF THE PROJECT:

T h e  t o t a l  p r o j e c t  c o s t s  a r e  e s t i m a t e d  a t  R s . 2 5 . 5 0  

l a k h s .

( R s .  l a k h s )

C l a s s i f i c a t i o n S i z e  a n d  
Q u a n t i t y

A m o u n t R a m a r k s

1 .  L a n d 2 0 0 0  m^ 3 . 7 5 No T a x

2 .  B u i l d i n g 4 0 0  m^ 1 0 . 0 0 S e e  A p p e n d i x - 2

3 .  M a c h i n e r y ~ 8 . 0 0 S e e  A p p e n d i x - 3

4 .  V e h i c l e - 3 . 2 5

5 P r e - o p e r a t i o n a l  
E x p e n s e s - 0 . 5 0

TOTAL 2 5 . 5 0

T h e  f u n d s  f o r  t h e  p r o j e c t  w i l l  b e  r a i s e d  b y  

i s s u i n g  s h a r e s .

31



( R s .  l a k h s )

A m o u n t R a t e R e m a r k s

1 . S h a r e  C a p i t a l  -  
M e m b e r s

1 5 . 0 0 12% S h a r e  V a l u e  
R s . l O O / -

2 . S h a r e  C a p i t a l  -  
PADBS

3 . 0 0 I t

3 . S h a r e  C a p i t a l  -  
K e r a l a  S t a t e  
CARDS

5 . 0 0 t l

4 . S h a r e  C a p i t a l  
P a r t i c i p a t i o n  b y  
G o v e r n m e n t .

2 . 5 0 I n t e r e s t
f r e e

2 5 . 5 0

I n  t h e  i n i t i a l  y e a r s  d i v i d e n d  @ 12% i s  e x p e c t e d  o n  

s h a r e s  a n d  s u b s e q u e n t l y  i t  w i l l  b e  i n c r e a s e d  t o  15%.

6 . 3  WORKING CAPITAL REQUIREMENT:

T h e  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  d u r i n g  t h e  

f i r s t  3 y e a r s  a r e  e s t i m a t e d  a s  f o l l o w s .  T h e  

e n t i r e  w o r k i n g  c a p i t a l  w i l l  b e  f i n a n c e d  b y  K e r a l a  

S t a t e  C o - o p e r a t i v e  A g r i c u l t u r a l  a n d  R u r a l  

D e v e l o p m n e t  B a n k  a s  l o a n  a t  a n  i n t e r e s t  r a t e  o f  

1 6 . 5 %  p e r  a n n u m .
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Q u a n t i t y Y r .  I Y r .  I I Y r .  I l l

1 - Raw m a t e r i a l  
o n e  m o n t h 5 . 7 8 6 . 7 4 7 . 7 0

2 . W o r k - i n - p r o g r e s s  
0 . 0 3  m o n t h 0 . 2 0 0 . 2 3 0 . 2 6

3 . F i n i s h e d  g o o d s  
0 . 2 5  m o n t h 1 . 7 0 1 . 9 5 2 . 2 1

4 . B o o k  d e b t s  
1 m o n t h 6 . 9 4 7 . 9 7 9 . 0 3

1 4 . 6 2 1 6 . 8 9 1 9 . 2 0

5 . L e s s  T r a d e  
C r e d i t o r s  25% 1 . 4 1 1 . 6 4 1 . 8 8

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

1 3 . 2 1 1 5 . 2 5 1 7 . 3 2

I n t e r e s t  o n  
w o r k i n g  c a p i t a l  
@ 1 6 . 5 % 2 . 1 8 2 . 5 2 2 . 8 6

6 . 4 SELECTED FIN AN CIAL DATA:

P a r t i c u l a r s Y r . I

1 . P a y  b a c k  p e r i o d  ( Y e a r s )  3 , Y r s •

2 . NPV ( R s .  l a k h s ) 2 3 . 8 8

3 . I RR (%) 3 5

4 . PV R a t i o 1 5 . 8 1 % -

5 . B . E . S a l e s 3 3 . 4 1
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6 . 5  S E N S IT IV IT Y  A N A L Y S IS :

A s s u m p t i o n  P a y  b a c k  NPV IRR B . E  S a l e s
P e r i o d  ( R s .  % o f  3 r d  Yr .

l a k h s )

1 .  O r i g i n a l  e s t i m a t e s 3 Y r s , 2 3 . 8 8 35 3 3 . 4 1

2 .  S e l l i n g  p r i c e  
d e c r e a s e d  b y  5% 5 Y r s . 3 . 9 6 1 8 . 6 3 4 4 . 4 8

3 .  5% i n c r e a s e  i n  
Raw m a t e r i a l  c o s t 5 Y r s . 3 . 5 0 1 8 . 2 5 4 7 . 7 4

A c c o r d i n g  t o  t h e  a b o v e  a n a l y s i s  r a w  m a t e r i a l  c o s t  

i s  m o r e  s e n s i t i v e  t o  t h e  p r o j e c t  t h a n  t h e  r e d u c t i o n  

i n  s e l l i n g  p r i c e .

3 4



CHAPTER -  V I I  

RECOMMENDATIONS

8 . 1  N EC ESSITY  OF THE PROJECT:

T h e  c o c o n u t  p r o d u c e r s  i n  t h e  p r o j e c t  a r e a  a r e  

s u f f e r i n g  f r o m  t h e  f a l l  o r  f l u c t u a t i o n s  i n  t h e  

p r i c e  o f  c o c o n u t s  b e c a u s e  o f  d e f i c i e n t  p r o c e s s i n g  

a c t i v i t i e s .

T h e  P r i m a r y  A g r i c u l t u r a l  D e v e l o p m e n t  B a n k  

w h i c h  p r o v i d e s  c r e d i t  f o r  A g r i c u l t u r a l  a c t i v i t i e s  

d o e s  n o t  p r o v i d e  a n y  f a c i l i t y  f o r  v a l u e  a d d i t i o n  

t o  s u c h  a g r i c u l t u r a l  p r o d u c e  o f  t h e  f a r m e r s .  

T h e r e f o r e  i t  i s  t h e  d u t y  o f  t h e  KSCARD B a n k  t o  

i m p l e m e n t  a  p r o j e c t  b a s e d  o n  t h e  m a j o r  

a g r i c u l t u r a l  p r o d u c e  o f  t h a t  d i s t r i c t / A r e a , a s  a  

p r e l i m i n a r y  s t e p  t o  p r o v i d e  f o r w a r d  l i n k a g e .

2 .  SALES PROMOTION:

I n  o r d e r  t o  i n c r e a s e  t h e  c o n s u m p t i o n  o f  

d e s i c c a t e d  c o c o n u t  a m o n g  t h e  m i d d l e  a n d  upp er  c l a s s  

p e o p l e  b o t h  i n s i d e  a n d  o u t s i d e  S t a t e ,  2% o f  t h e  

s a l e s  r e v e n u e  i s  p r o v i d e d .  T h e  p r o m o t i o n  

a c i t i v i t i e s  w o u l d  b e  e a s i e r  t o  p e r f o r m ,  i n  c o -  

o p e r a t i o n w i t h  N a t i o n a l  C o n s u m e r  F e d e r a t i o n  b y  

a d v e r t i s i n g  t h r o u g h  T . V ,  R a d i o  a n d  N e w s  P a p e r .
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8 . 2  RECOMMENDATIONS:

1 .  G o v e r n e m n t  s u p p o r t  i s  t h e  m o s t  c r u c i a l  p o i n t  f o r  

t h e  s u c c e s s f u l  i m p l e m e n t a t i o n o f  t h e  p r o j e c t .  S u c h  

a s  r e l e a s e  o f  s h a r e  c a p t i a l  c o n t r i b u t i o n .  

R e g i s t r a t i o n  o f  t h e  s o c i e t y  e t c .

2 .  I t  i s  a l s o  n e c e s s a r y  t h a t  t h e  K e r a l a  S T a t e  ARD 

B a n k  h a s  t o  c o l l a b o r a t e  c l o s e l y  w i t h  t h e  o t h e r  

c o - o p e r a t i v e s  s u c h  a s  C o n s u m e r  F e d e r a t i o n ,  NAFED 

e t c .

3 .  T h e  p r o j e c t  i s  e x p e c t e d  t o  b e  s t a r t e d  f u n c t i o n i n g

o n  1 s t  S e p t e m b e r  1 9 9 7 ,  s i n c e  t h e  a c t i v i t i e s  f o r

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

b e  c o m m e n c e d  o n  1 s t  J u l y  1 9 9 6 .

4 .  T h e  p r o j e c t  i s  s e n s i t i v e  t o  t h e  p r i c e

f l e c t u a t i o n s . H e n c e  t h e  p r i c i n g  p o l i c y  o f  t h e

G o v t ,  i s  v i t a l  f a c t o r  t o  t h e  v i a b i l i t y  o f  t h e

p r o j e c t .  T h e  G o v t ,  h a v e  a l r e a d y  d e c l a r e d  f l o o r  

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

5 .  T h e  p r o j e c t  i n  t h e  i n i t i a l  y e a r s  e n v i s a g e s  t h e

p r o d u c t i o n  a n d  m a r k e t i n g  o f  D . C  o n l y .  A s  t h e

b u s i n e s s  s t a b i l i s e s  a n d  t h e  s o c i e t y  p r o c u r e s  

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

p r o d u c t i o n  a c t i v i t i e s  u t i l i s i n g  v a r i o u s  b y e -

p r o d u c t s .
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A P P E N D I X  - 1

I M P L E M E N T A T I O N  S C H E D U L E  O F  T H E  P R O J E C T

It will take 14 months to implement the project. Details of the activities 
needed to implement the project are sh o w n  below:

No. Activity 0  30  60  9 0  120 150 180 2 1 0  2 4 0  2 7 0  3 0 0  3 3 0  3 6 0  3 9 0  4 2 0

10

11

12

13

14

Internal 
Decision 
Making 
Obtaining 
Registrar's 
Sanction 
Project 
preparation 
Project 
Sanction 
Locating, 
negotiating 
and purcha 
sing lend 
Preparation 
of plan 's and 
drawings 
Obtaining 
permission 
from govt 
Inviting 
tenders 
and finalising 
contract 
Construction 
of building 
Inviting bids 
for plant and 
machinery 
finalisation 
and placing 
orders 
Recruiting 
employees 
Installation oi 
m achinery & 
trial run 
Procrum ent 
of raw 
m aterials 
Publicity, 
Inauguration 
and comme
ncem ent

3 b

I
I

3 b
+

15

30

180

60

tl5



APPENDIX -  2 

L I S T  OF BUILDING CONSTRUCTION

( R s .  l a k h s )

I t e m S i z e A m o u n t

- O f f i c e 50m 2 ■

- S t o r e lOOm^

- F a c t o r y 2 5 0 m 2 8 . 0 0

R o o f e d  y a r d  
f o r  s t o r a g e  o f  
r a w  m a t e r i a l s 5 0 0 m 2 1 . 0 0

- A t t a c h e d  f a c i l i t i e s - 1 . 0 0

1 0 . 0 0

APPENDIX -  3

DE TAILS OF MACHINERY

( R s .  l a k h s )

I t e m A m o u n t

1 . D i s i n t e g r a t o r 0 . 7 5

2 . D r i e r 3 . 2 5

3 . S i f t e r 0 . 3 0

4 . C o n v e y o r ,  H a nd  t o o l s ,
-  B a g  s t i c h i n g  m a c h i n e
-  P o l y t h e n e  B a g  s e a l e r
-  Common b a l a n c e .  L a b  E q u i p m e n t ,  

P u m p s e t s  2 H P ,  F u r n i t u r e s .

2 . 7 0

5 . S t e e l  t a n k s  3 N o s . 1 . 0 0

8 . 0 0

3 8
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SUMMARY

Chapter I

1. The project is tided as “FARM FORESTRY DEVELOPMENT FOR FARMER 
MEMBERS OF PRIMARY AGRICULTURAL COOPERATIVE SOCIETIES THROUGH 
NCUI COOPERATIVE EDUCATION FIELD PROJECT, DAUSA (RAJASTHAN)

2. The main objective of the Fann Forestry Development Project is to pronwte, develop, 
educate, assist and motivate fanner members to grow tree crops on bounds of their own fertile 
lands/degraded lands to meet the requirements of local fiiel wood, fodder, small timber and 
Ber(Fruit), with the objective to improve the economic and socio-economic conditions of 
farmer members and maintain the ecological and environmental balance.

3. The area of operation of the project is the area of NCUI Cooperative Education field 
project, Dausa(Rajasthan). The project is having 130 PACS but to begin with 30 PACS have 
been adopted in which the project activities will be carried out

4. The target group of this project is farmer members in the adopted PACS who arc 
economically,socially and educationally weak. They will be motivated to grow tree crops 
with the main objective of the project

5. The PACS/farmer members will be guided in Developing nurseries of seedlings for
sale on regular basis and also planting these seedlings in their fields/farais to generate extra 
income. This will lead to full working hours employment fen* all members of farmer family.

6. The project duration is 1.7.1996 to 30.6.2011.

7. The NCUI has been operating 22 Cooperative Education Field Projects located in 12
states of the country with the 100% financial assistance fix>m the Ministiy of Agriculture, 
Govt of India. Each project consists of six personnels. For initiating and implementing this 
Project one of tiie NCUI Cooperative Education Projects located at Dausa Distrit of Rajasthan 
State has been selected. The project staff working in the Project will educate,guide, assist and 
motivate the farmer numbers of PACS to grow tree oxjps on the available lands. The NCUI 
will publish the required guidelines, leaflets, pamphlets to popularise the farm forestiy 
development programme. Hence there will not be any additional financial burden on the part 
of PACS or its farmer members. However, the farmer members/PACS will invest for 
arranging seedlings, fertilizers etc.

8. After the completion of the project, the tree crop will improve the viability of PACS 
and its members.

9. The NCUI project will keep on extending the support in providing guidance in the 
activities of fanner members and PACS to make them self-reliant.

10. With the implementation of the project, the income of farmer members will be 
increased atieast by Rs. 5,997.26 per annum on an average.

1



11. The major components of the project are Cooperative Education and Training material 
e.g. leaflets, pamphlets, documentary films on successful farm forestry development activities, 
seedlings, fertilizer, finance and maricet, iî teUigenc^ t̂c.

12. The project will provide market intelligence and marketing services to farmer members 
of PACS. Other relevant information as contained in guidelines for tree plantations will also 
be provided by the Project Personnel of NCUI Cooperative Education Field Project, Dausa 
(Rajasthan) as and when necessary.



INTRODUCTION

Chapter n

Farm forestry is the term usually applied to programmes which aim to encourage 
commercial tree growing by individud farmers on their own private land. In these 
programmes, trees are regarded as a cash crop, and farmers are provided with assistance in 
growing them. This may include technical help, free or subsidised seedlings, loans and 
various market support measures.

In the last few decades, farm forestry has emerged as one of the principal responses 
to the problems caused by the widespread loss of trees and forest cover in India. Its aim is 
to help people to solve their own wood supply problems, meet their own needs and preserve 
the environment in which they live by planting trees on their farms and around their villages. 
Programmes to promote tree growing in rural areas have been launched all over the country 
with the help of Central/ State Govts. Cooperative Organisations and International donor 
agencies like IDA, IRDB, ODA, CIDA, SIDA and USAID.

Farm Forestry can be termed broadly as a sustainable tree crop management system to 
maximise the economic return from the disposal of tree crop bas^ on direct or derived 
product for a given agro-climatic conditions without adversely affecting the fertility of the 
land. Therefore, a successful farm forestry programme would take into account Ae jnter 
linkages and the role played by the various inputs of farm forestry system viz, seedlings, 
water, animals, fertiliser, people, agro-climatic conditions and the produce disposal infrastructure. 
The farm forestry programme promote commercial tree growing by farmers on their own land.

The Govt, of India in the erstwhile Ministry of Food and Agriculture enunciated a 
forest policy to be followed by the Management of State forests in the country. However, over 
the years, forests in the country have suffered serious depletion. This is attributable to 
relentless pressures arising from ever increasing demand for fuel wood, fodder and timber, 
inadequacy of protection measures, diversion of forest lands to non forest uses without 
ensuring compensatory afforestation and essential environmental safeguards and the tendency 
to look upon forests as revenue earning resource. The need to review the situation and to 
evolve, for the future, a new strategy of forest conservation has become imperative. 
Conservation includes preservation, maintenance, sustainable utilisation, restoration and 
enhancement of the natural environment. It has thus become necessary to review and revise 
the National Forest Policy.

Basic Objectives of National Forest Policy

i) Maintenance of environmental stability through preservation and where necessary, 
restoration of the ecological balance that has b^n adversely disturbed by serious 
depletion of the forests of the country.

ii) Conserving the natural heritage of the country by preserving the remaining natural 
forests with the vast variety of flora and fauna, which represent the remarkable 
biological diversity and genetic resources of the country.



iii) Checking soil erosion and denudation in the catchment areas of rivers, lakes, reservoirs 
in the interest of soil and water conservation, for mitigating floods and droughts and 
for the retardation or siltation of reserwirs.

iv) Checking the extension of sand dunes in the desert areas of Rajasthan and along the 
coastal tracts.

v) Increasing substantially the forest/tree cover in the country through massive afforestation 
and social forestry programmes, especially on all denuded, degraded and unproductive 
lands, vi) Meeting the requirements of fuelwood, fodder, minor forest produce and 
small timber of the rural and tribal populations.

vii) Increasing the productivity of forests to meet essential national needs.

viii) Encouraging efHcient utilisation of forest produce and maximising substitution of 
wood.

ix) Creating a massive peoples’ movement with the involvement of women for achieving 
these objectives and to minimise pressure on existing forests.

The Principal aim of forest policy was to ensure environmental stability and 
maintenance of ecological balance including atmospheric equilibrium which are vital for 
sustenance of all life forms, human, animal and plant Hie derivation of direct economic 
benefit must be subordinated to this principal aim.

The National goal is to have a one third of the total land area of the country under 
forest or tree cover. In the hills and in mountainous regions, the aim is to maintain two thirds 
of the area under such cover in order to prevent erosion and land degradation and to ensure 
the stability of ecological system.

Need of Farm Forestry in India

A massive need based and time bound programme of afforestation and tree planting 
with particular emphasis on fuel wood and fodder development on all degraded and denuded 
lands in the country, whether forest or non-forest land, is a national imperative.

Agricultural/degrded lands, should be taken up for the development of tree crops and 
fodder resources. Though, several schemes of Central/State Govts, are in operation to ensure 
environmental stability and maintenance of ecological balance including atmospheric 
equilibrium but still, a lot of scope is there to do in this field. One of the activities of Farm 
Forestry may contribute to check ecological balance as well as to strengthen the financial 
position of Farmers. There is no doubt that under the appropriate conditions, where there is 
a strong market demand for wood, tree growing can be a profitable activity. This has already 
been demonstrated by the successful programmes carried out in the Philippines and India, and 
promising initial results obtained in Haiti.

The achievements in India have been particularly impressive. In a number of States, 
demand for seedlings has expanded rapidly as a result of the high rates of return that can be 
obtained from cormnercial tree growing. In Gujarat, alone, nearly 200 million seedlings were 
distributed during the 1983 planting season.



The advantages of farm forestry are considerable. Programmes tend to be simpler to 
design and run than community based schemes, so costs are usually lower. At the same time, 
visible returns, measured by the number of trees planted, are often greater. When a 
programme is successful, it can also become self-supporting, so that the need for subsidies and 
other support measures diminishes as the financial attractions of tree growing become more 
obvious to local fanners.

Farm Forestry Programme for PACS

The farm forestry programme for Farmer members of Primary Agricultural Cooperative 
Societies, will meet the requirements of fuel wood, fodder, small timber, other vegetation etc. 
of rural people. This programme in long run will also improve the productivity of degraded 
lands and maintain Ecological Equilibrium. Besides these, this will help to generate the 
employment opportunities to the farmers community and thus strengthen the financial position 
of farmers as well as P.A.C.S.



BACK GROUND

Chapter HI

Farmers use their land basically for crop production and would, therefore, plant only 
a few trees in home lands or on farm boundaries. The tree-planting programme in India, called 
farm forestry, was launched in the late 1970s. Farm forestry targets were kept modest and 
attention was focused more on planting by the government on village lands. However, the 
results were totally unanticipated and tree cultivation by private households in some states 
surpassed all calculations. In UJ*., during 1979-84, the target for farm forestry was 
overachieved by 300 per cent, whereas all over components like block plantation on 
community lands failed to meet the targets (Centre for Science and Environment [GSE] 1985; 
World Bank 1989). As against the then existing 49 million full grown trees in Gujarat, 
farmers planted 195 million trees in 1983-84 in that state (Government of Gujarat [GOG] 
1986). That is, in one year alone farmers in Gujarat planted as many as four times the number 
of the total existing tree . Indeed, in Gujarat, Punjab, Haryana, western Uttar Pradesh and 
some districts of Karnataka, the farmers’ enthusiasm for raising trees on crop lands, even on 
irrigated lands, during the period 1980-85 took everyone, the donor agencies and state 
governments, by surprise.

Progress of Forestry Programme:

Reforestation programmes are not unique to India. Many developing countries are 
facing chronic shortages of fuelwood, industrial timber and other wood products for domestic 
use. South Asia is one region where forests are deteriorating fast. Table provides the state of 
forest resources in major South Asian countries and the rate of deforestation and reforestation. 
It can be seen from the table, given below, that rate of deforestation is higher than that of 
reforestation (columns 4 and 6) in ahnost all countries of South Asia. It has been estimated 
that out of 359 million hectares of productive dry land, 70 per cent has already been 
deseitified . In India over 27 per cent geographical area, and in Nepal the entire country, is 
affected by soil erosion due to loss of forest cover.

TABLE
State of Forest Resources in South Asia

Country Percentage Per capita Annual Percent Annual
of forest forest defores- pa year reforest
land to land t£Oion deforest- ation

geographical area (ha) (‘000 ha) tati(Hi (‘000 ha)

1 2 3 4 5 6

India 23 0.10 147 0.2 120
Bangladesh 17 0.02 8 0.4 9
Pakistan 4 0.04 7 0.2 7
Sri Lanka 37 0.16 58 2.1 10
Nepal 33 0.12 84 3.9 2



In response to these problems, the South Asian countries have increased their 
investment to varying degrees in forestry developmenL In some of these countries, 
particularly in India, the farm forestry programme had an important component on farm lands. 
The programme, however, achieved spectacular success only in regions characterised by 
commercial and monetised agriculture. The picture was somewhat different in subsistence- 
oriented eastern states like Orissa, Bihar, eastern U.P. and Madhya Pradesh,where farmers 
remained comparatively indifferent to the government’s call, or the momentum remained 
slow, despite the fact that rainfall and soil conditions are more favorable to trees in the east 
than in the low rainfall region of west and north India. Similarly, in the semi-arid millet- 
growing regions of Maharashtra, Andhra Pradesh, Tamil Nadu and Kamataka(Except in the 
commercialised area and the districts of Kolar, Bangalore and parts of Tumkur) farm forestiy 
did not take off or remained at a low level, although the ecological benefits from tree growing 
would have been perhaps maximum in this semi-arid, undulating and ground water-deficit 
region, from the experience of the Sadguru Water and Development Foundation(SWDF), a 
voluntary organisation in Panchmahals district in Gujarat and the Foirest department in West 
Bengal it appears that a good deal of extension is required before farmers take to tree 
planting in areas of low productivity. What is more disconcerting is the fact that the farmers’ 
enthusiasm to plant eucalyptus (which was the main farm forestry species) even in the ‘green 
revolution’ states declined after 1986, as the tree failed to generate the kind of returns the 
farmers were expecting. Two features of the farm forestry programme which help us in 
understanding the reasons for its failure need to be mentioned at this stage. One, farming 
systems and production objectives vary from region to region, but forest officials being 
generally ignorant of such differences tried to promote a uniform strategy, particularly in 
India, based on short-rotation species with which they were families due to their experience 
of working in forest areas. Two, the farm forestry programme was not directly targeted at 
strengthening the traditional agro-forestry practices.

In India, wherever farm forestry has been successful in the past .there is a guilt of 
eucalyptus wood, and farmers do not seem to be keen to continue planting eucalyptus now. 
Although improving marketability of trees and removing market constraints could help, yet 
over-supply of one particular type of wood could lead to a situation, where it may not have 
adequate demand at a price which is considered remunerative by the farmers. Hence, it is 
better to take a long-term view and plan for a shift to such trees as can enhance both farmers’ 
consumption and income in a short time, or which are complementary to crop production by 
providing nutrients and inputs like mulch and fodder. This would require a thorough 
understanding of the role of trees in traditional fanning systems and re-orienting research 
towards indigenous species. Thus the objective should change from ‘how can farmere be 
persuaded to change their land use in favour of trees?’ to ‘in what manner can technology help 
increasing overall biomass production from private land by meeting farmers’ priorities ?’.

Role of National Cooperative Union of India

To meet the above objective, farmers should be persuaded by imparting education iMid 
training to grow trees on bounds of their fields through Dausa project in the cooperatively 
under developed state of Rajasthan, being run by the National Cooperative Union of India 
which is the apex body of Indian Cooperative Movement. The objects of NCUI are to



promote and Develop Cooperative Movement in India, to educate, guide and assist the people 
in their efforts to build up and expand the Cooperative sector and to serve as an exponent of 
Cooperative opinion in accordance with Cooperative Principles. In furtherance of these 
objects, the Union may either by itself or in collaboration with other Cooperative Institutions.

i) Organise Coop. Education and training programmes,

ii) Develop inter-coop, relations and help the coordinated functioning of the
Cooperative Movement in various sectors.

iii) Formulate Cooperative Development Projects.

In order to achieve the above objectives, the National Cooperative Union of India with 
the 100% grants-in-aid from the Ministry of Agriculture, Govt, of India is implementing a 
scheme of Intensification of Cooperative Education Programme in under-developed states/ 
under developed areas of Developed States since 1976-77 to reduce regional imbalances in the 
level of Cooperative Development in India. In pursuance of this, special attention was given 
to cooperatively under developed and less developed states to accelerate the pace of 
development. One of the reasons responsible for the uneven development/growth of 
cooperatives was indifferent attitude of the members towards cooperatives and their 
management as well as services and facilities extended by them. Therefore, it was felt to 
intensify efforts to motivate them for participating actively and efficientiy in the Management, 
business and services of the society. This scheme was formulated with specific techniques in 
management, training and farm technical guidance for the growth and development of Primary 
Agricultural Cooperative Societies. Further, it was aimed to assist the decision makers in the 
society to monitor the performance of the activities and evaluate its development periodically 
to help the policy makers and planner at higher level.

NCUI Cooperative Education Field Projects Objectives:

The broad objective of the scheme is to Develop Cooperative Societies in Project areas 
and through them to increase the productivity of the farmer members, and thus, improve their 
socio-economic conditions. The aim of the above scheme are:-

i) To increase in the membership of local Coop.Society.

ii) To convene meeting of Managing Committees and General Body regularly, 
increasing attention at these meetings and securing active participation of 
members.

iii) To assist in the assessment of credit and other inputs required on the basis of
real planning of crops and preparing the societies to provide the members need.

iv) To assist in timely repayment of loans and marketing of sale proceeds through
cooperatives/cooperative efforts.

v) To prepare the societies towards self-reliance,assist them in preparing long
term development plans for mobilising deposits.

vi) To motivate societies to develop farm guidance services on their own in due
course.
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vii) To utilise services of secretary/manager and Managing Committee members for 
local education work.

viii) To undertaken family welfare education activities.

The main objective of the scheme of intensification of Cooperative Education in under 
developed states/under developed areas of developed states is to develop and promote 
cooperative societies in project areas and through them to increase the productivity of 
members and potential members and thus improve their socio-economic conditions.

Approach:

The team work and intensified efforts of Cooperative Development through Cooperative 
Education combined with farm/technical guidance are the main ingredients of the approach of 
the project. The Office-bearers and members are motivated educated for their active 
participation at the level of planning of business activities, their operations, management and 
evaluation of results. The members participation in planning implementation, monitoring and 
evaluation of business activities, planned by the Cooperatives for a year or long term in 
project areas is the crux of the approach under which main emphasis has been on business 
development planning of PACS. All educational/farm guidance and developmental activities 
are linked with business development plans of PACS adopted by the projects for their overall 
development.

Progress

Cooperative Development Activities:

During the year 1994-95, the projects conducted 2758 events of educational activities 
in which 44,669 farmers were benefited.

Besides the above, 819 farm guidance activities on Crop.Development, Dairy 
Development, Horticulture, Plant Protection, Vegetable Development, Marketing/Grading 
Crops, use of Fertilizers, Poultry Development , Fodder Development Oil and Pulses 
Development Environment Protection and Farmers Meetings were conducted in which 14,462 
farmers were benefited.

Farm/Technical Guidance Activities:

The main thrust of technological improvement/development in project areas was on 
provision of Farm/Technical Guidance to the members, so that they could raise the farm 
production by adopting improved farm technology keeping in view the goal the projects 
conducted soil testing activities, arranged demonstration plots for educating farmers about the 
selection and use of improved variety of seeds, seed treatment use of fertilisers, grading of 
agricultural produce etc.

A large number of Primary Agricultural Cooperative Societies are non viable and not 
functioning efficientiy due to lack of awareness, lack of business skills, low business turnover, 
poor share capital, inadequate members participation in societies activities, lack of 
professionalism etc.etc.



In order to make the PACS viable in all respect, and eliminating the problems, the 
NCUI through its NCUI Cooperative Education Field Project, Dausa (Rajasthan) will assist, 
guide and motivate the Primary Agricultural Cooperative Societies to start farm forestry 
development programme by growing trees crops in their farm fields which in turn will meet 
their requirement of fuel wood, fodder, timber Ber(Fruit) other vegetation etc. and will also 
maintain ecological equilibrium.

RELEVANCE OF EDUCATION AND TRAINING

Education and Training for farm forestry should be appropriate with regard to both 
existing conditions and future requirements. Its objective is to develop human resources to 
correspond to the requirements of the farm forestry.

The Govt, of India and State Govts, are making their efforts to achieve goals and 
maintain environmental stability. Other Cooperative Organisations like National Tree 
Growers’ Cooperative Federation and Indian Farm Forestry Development Cooperative Ltd. 
are also contributing a lot to the restoration and protection of ecological security. In this 
direction. National Cooperative Union of India through its Cooperative Education and 
Training Programme proposed to ensure, to assist, to guide, to motivate the Primary 
Agricultural Cooperative Societies to start the development of Farm Forestry.

The 22 NCUI Cooperative Education Field Projects which work as a laboratories for 
the PACS in assisting and guiding in plan formulation, development and implementation of 
various plan activities through its intensive Cooperative Education methodology and 
increasing the productivity of fanner members through farm/technical guidance for attaining 
the economic viability/prosperity and social states of members in the adopted PACS. The 
targeted groups for forestry Programmes are the fanner members.
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THE PROJECT AREA

Chapter IV

AREA OF OPERATION

The Project will be implemented through NCUI Cooperative Education Field Project 
located at Dausa (Rajasthan) being the cooperatively less developed area of Rajasthan state. 
The Dausa Distt. area of NCUI Cooperative Education Field Project is having at least 130 
Primary Agricultural Cooperative Societies. To begin with, the NCUI has adopted 30 PACS 
in which the project will be carried out.

Institutional Attachment/Location

The NCUI Cooperative Education Field Project, Dausa is attached with Rajasthan 
State Cooperative Union, Jaipur where as project is located in the premises of the Kraya 
Vikray Sahakari Samiti Ltd., Dausa (Rajasthan),

PHYSICAL FEATURES

Geographical Location

The distt Dausa was formed on 10th April, 1991 by covering 4 blocks i.e. Bandikui, 
Dausa, Lalsot and Sikrai of jaipur district Later by the State Govt, notification dated 15th 
August, 1991 the Mahuwa block was segregated fit>m the Sawai Madhopur distt. and made 
a part of this new distt. The Dausa distt is situated between 26.3 degree and 27.11 degree 
latitude and 76,50 degree and 76.90 degree longitude. It is bounded on the North by Alwar 
Distt. on the South by Sawai Madhopur distt on the East of Bharatpur distt and on the West 
by the Jaipur distt. The total geographical area of the distt is 340478 hectares which forms
0.99% of the total area of the state. The rural and urban area from 98.37% and 1.63% 
respectively.

1. Administrative set*up

Administratively the distt is divided in 5 Tehsils and 5 Blocks as given below:-

Tehsil Block

1. Baswa Bandikui
2. Dausa Dausa
3. T ̂ Isot Lalsot
4. Mahuwa Mahuwa
5. Sikarai Sikarai

As per the census 1991 the distt is having total
not inhabitated. The present number of Gram Punchayets at 196 will increase to 225 after 
redemarcation of the boundaries of Punchayets.
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2. Climate

The average rainfall of the distt is 549.9 mm. The distt had a good rainfall in past 2 
years as given below

Year Rainfall Normal Rainfall
(Annually)

1992 803.5 mm 549.9 mm

1993 712.2 mm 549.9 mm

On an average there were 31 rainy days during the year 1991 and 50 rainy days in 
1992. In 1994, the distt had a rainfall above average and till Ae end of August, 1994 the distt 
had 858 mm rain fall. This increased the potential for increasing area under irrigation and 
cultivation.

Temperature: Maximum 44’C
Minimum 3.33’C

IRRIGATIONAVATER RESOURCES

As per the revenue records out of the gross sown area of the distt of 306254 hectares 
during the year 1993-94 the area under irrigation of 135030 hectares which works out to 
44.09% indicating the potential for increasing the irrigation facilities to a great extent Of the 
total gross area net irrigated area is 128169 hectares while 6861 hectares are under double 
irrigation use. The details of sources for irrigation & area irrigated by them arc as under:-

(Area in hectares)

Sr. No. Sources Water Resource Area irrigated

1. Wells Underground Water Resource 108623

2. Tube wells 23632

3. Canal Surface (Water Resource) 2723

4. Tank 52

Total 135030

As will be observed from the above table that the wells and tube-wells are the major 
sources of irrigation which irrigated the 80.44% and 17.50% respectively of the total irrigated 
area. While 97.94% area is irrigated by the wells and tube wells the area irrigated by canals 
and tanks is negligible however, attempts are being made to increase the area of irrigation by 
these sources through Govt, budgetary allocations. There are 4 medium irrigational projects 
with the total irrigation capacity of 18336 hectares and 21 small irrigation projects with 
irrigation capacity of 4087 hectares. With a view to increase irrigational facilities 2 irrigation 
projects in the distt. have already been completed viz. Chandrana and Rahuwas dams with the 
estimated expenditure of Rs. 106.18 lakhs and Rs. 122.65 lakhs respectively. By these dams
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254 hectares and 596 hectares are being irrigated and during the year 1993-94 additional work 
was undertaken to increase the irrigation facilities for additional 26 hectares and 50 hectares 
by Chandrana and Rahuwas dams respectively.

Taking into account the needs of expansion of irrigation facilities the exploitable 
ground water potential in Dausa distt is not sufficient. The status of ground water available(as 
per the latest ground water survey) for further exploitation for construction of irrigation 
structures is given below:
Block Utilisable Net yearly Ground 

recharge draft water
(Ham) (Ham.) balance

(Ham.)

Stage of G.W. 
As At 5

yettr

Category Ultimate 
No,of 

dug wells 
with pump 

Sets

1 8

Bandikui
Dausa
Lalsot
Mahuwa

Sikarai

4282
1486

5672

1451

2607

5404

4276

6499

4770

875

(->1122 

(-)2790 

(-) 827 

(-)33I9 

1732

126
288

115

329

34

128
290

117

331

36

Dark

White 1170

It will be observed from above that out of the 5 blocks in the distt 4 have been 
categcxrized ‘Dark’ and only Sikarai block remains in ‘White’ category. This limits the further 
scope of construction of minor irrigation structures in the distt. Keeping in view the need of 
construction of additional minor irrigation structures and above average rainfull during 
preceding two years i.e. 1992 and 1993 and current year also there is an urgent need of fresh 
survey by the State Ground Water Deptt. to assess the present stage of ground water potential 
in the distt.

As per the revenue records, during the year 1993-94, out of total 3291 tube wells while 
367 are operated by electric engines 2954 tubewells are fitted with diesel pumpsets. Similarly, 
out of total 41724 wells(including 481 govt, wells) the number of wells operated by electric 
pump sets, diesel pump sets and other means like ‘Rahat’ etc. is 9462 wells, 22333 wells and 
9929 wells respectively. Though there is a big demand for electric connections for wells, 
having in view the number of electric connections being provided every year, it will take a 
long time to bring to pendency to zero level. Presently a schen^ sanctioned by NABARD for 
replacement of EPS/DPS is Mahuwa block involving bank loan of Rs. 10,384 lakhs is under 
implementation by PLDB Hindaun.

ECONOMIC BASE

A. Livestock Resources

Animal husbandry is the main allied activity to agriculture supplementing the farm 
income in those distt where due to the limited potential of irrigation facilities the major crops 
grown in the area are mainly dependent on rains. The niajority of smjdl/marginal farmers and 
landless labourers earn their livelihood through animal husbandry activities.
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The distL has 7.42 lakhs animal population as per the census 1992. Of this, there are 2.66 
lakhs buffalo species, 1.65 lakhs cow species. 2.13 lakhs goats and 0.47 lakh sheep 
constituting 35.8%, 22.5% 28.5% and 6.28% respectively of total animal population. 
Comparatively cow species in Lalsot block, buffalo species in Dausa block and Goat & sheep 
in Bandikui block are larger in number. The blockwise details of the animal population are 
as under

Animal Bandikui Dausa Lalsot Sikarai Mahuwa Total

1. Cow/Bullock 53076 25012 57539 19794 9617 165038
2. Buffaloes 55741 63754 45390 50247 50485 265617
3. Sheep 19641 7324 5480 7692 6504 46641
4. Goat 57305 50719 54232 32891 17870 213017
5. Horse 186 79 146 62 42 518
6. Donkey 228 332 317 181 374 1432
7. Camel 1737 2846 2959 2544 2192 12278
8. Pig 2692 1687 2340 1178 2297 10194

Most of the farmers in the distt are having agriculture land and pasture land is also 
available. As such, no problem is faced in meeting the feed requirements. The blockwise 
details of the pasture land are as under

S. No. Block Pasture land(Ha)

1. Dausa 9040
2. Bandikui 6757
3. Lalsot 6121
4. Sikarai 3494
5. Mahuwa 1589

Total 27001

During the year 1993-94, 1,15,750 animals were given treatment and medicines were 
provided for 54418 animals. Against the targets of 15000 casterisation and 16,500 
insemination the achievements were at 17979 and 17525 respectively.

The distt has a very good potential for dairy development. Buffaloes and cross-bred 
cows are reared together for milk production. The distt is well covered by the 76 Dairy 
Cooperative Societies of the ‘Jaipur Zeela Dugdh Utpadak Sangh’. here are 5 milk routes in 
operation in the distt and 1 more milk route is proposed to be started during the year 1994- 
95 which will cover the villages from Gudha Katia to Dausa.

As per the census report there are 1052 villages in the distt out of which 225 are 
covered under the above project. The project was initiated in year 1975 by organising 12 DCS 
on Dausa Lalsot route. Looking to the distances and to maintain the good quality of milk a 
20 thousand litre capacity chilling plant was established at Dausa in the year 1981.
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Besides a remunerative price paid to the milk producers for the milk sale the Dairy
Cooperatives also provide the input facilities like A.l balanced cattle feed, improved variety
of fodder seed, animal treatment, immunisation & family welfare activities to the farm^ at 
their door steps.

Out of 4.5 thousand families covered under the project, 50% are IRDP beneficiaries. 
The Dugdh Utpadak Sangh has also established cluster A.I. centres which provide the A.I, 
services within 8 kms’ radius. Presently two such cluster centres are functioning at Didwana 
and Panchodi and 3 more such centres are proposed to be established during the year 
1994-95 at Kot, Khairwal and Garh-Himmat Singh.

The average dairy milk collection has improved considerably in the distt. The peak 
average dairy collection which was 11824 litres during December,1993 is targeted to be 
improved to 13930 litres during December,1994. Thus the dairy activity is showing a good 
impact on the economy of the distt and this has good potential in the area for expansion. As 
per the animal census 1992 the number of cows/ buffaloes iii milk and dry was as under in 
the distt

(No. in thousand)

1. Local cows In milk - 31.17
Dry - 27.97

2. Cross Bred Cows In milk - 0.18
Dry - 0.09

3. Buffalo In milk - 89.67
Dry - 47.64

The distt being very near to the State capital, gives it added advantage for prociuing 
animal feed and other extension services. Any surplus left out of the animal husbandly 
produces can easily be marketed at Jaipur.

Availability of good quality milk animals is the other critical factor for the success of 
the animal husbandry progranune. In this connection the DRDA is doing a cwnmendable job 
by arranging good quality graded murrah buffaloes for the beneficiaries under IRDP from the 
cattle fairs held outside the distt. i.e. Goverdhan catde fair, weekly cattle fair at Jaipur, etc. 
Sometimes purchases are also arranged from Haryana. However, in order to make the distt. 
self-sufficient to meet the every increasing demand for good quality animals, efforts should 
be made to improve, strengthen and motivate extension services of the Animal Husbandry 
Deptt. for ensuring that the A.i facilities are made available at the door steps of the dairy 
farmers and effective follow-up action is taken to sustain the programme, increase in number 
of BAIF centres in the distt will also help in this regard.

The allocations for various animal husbandry activities in ACPS 1993-94 and 1994- 
95 are given below:-
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(Rs. in Lakhs)

Activity ACP 1993-94
PU BL

ACP 1994-95
PU BL

1. Cross bred cows 136 15.47 62 5.26

2. Buffaloes 2964 152.59 3704 233.39

3. Sheep rearing 4154 13.07 3627 12.81

4. Goat rearing 2499 11.70 2563 11.80

5. Pig rearing 115 1.13 149 1.54

193.96 264.80

Thus, the distt has good potential & infrastructure for dairy development but this 
potential can only be exploited speedly if the distt. Animal Husbandry Deptt is able to 
motivate its various units to undertake extension work in addition to their present duties so 
that more and more area based schemes involving bank credit can be prepared for 
development of animal husbandry particularly dairy. The cooperation of tfie extension 
services available with the Jaipur Jeela Dugdh Utp^ak Sangh through Dairy Cooperative 
Societies may also be helpful for this purpose.

The mixed bred flocks of sheep and goats are commonly reared alongwith other large 
animals by the majority of small and marginal farmers and landless labourers . As per Animal 
Census 1992 there were 46641 sheep and 213017 goats in Dausa distt. The present status of 
these activities indicates further scope and potential for future development through bank 
finance. For development of sheep rearing one Sheep and Wool Extension unit is also 
functioning in the distt but its main activities are presently confined to dispensing and spraying 
of medicines, casterisation and vaccination etc. If the unit also concentrate on extension woik 
this activity has a scope for expansion in the distt.

As the above activities are mainly being undertaken by small and marginal farmers and 
agricultural labourers the most of the beneficiaries are availing finance under the Govt, 
subsidised schemes through DRDA and the SC Development Corporation.

The pig rearing is not a popular activity in the distt and only a few units have been 
financed under Govt subsidised schemes.

(n) Poultry

So far no attempt has been made to develop tiiis activity in an organised way in the 
distt. upto the year 1992-93 a poultry extension unit of the State Govt, was functioning at 
Dausa which was subsequently shifted to some other distt. The unit till its existence provided 
training to some individuals in batches. However, after imparting the training no attempt was 
made for motivating them to set-up poultry farms with the help of bank finance. Due to the 
non-performance of some officials the distt. has to suffer and whatever hope was there for 
developing this activity in the distt has since been lost with the shifting of this unit to some 
other distt.
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The poultry is essentially a demand based activity. Dausa distL is well connected by 
rail/road with the capital of the State as well as the big cities like Delhi & Agra as such 
demand is not a constraint for development of this activity. The climate of the distt is also 
suitable for this activity. There are certain other locational advantages for this activity in 
Dausa distt. There is a poultry estate in Jaipur distt on the Jaipur-Dausa road hardly 40 kms 
away from Dausa. The successful poultry units running there can also be utilised as a catalyst 
for motivating potential individuals who may take-up this activity.
AGRICULTURAL CROPS

As per census 1991 about 790.51% of the total work force in the distt is engaged in 
agricultural operations and mainly depends on this activity for their livelihood.

The total geographical area of the distt is 340478 hectares. As per the revenue records, 
of the total area mentioned above the net sown area during the year 1993-94 was 2189804 
hectares constituting 64.29% of the total geographical area. The gross sown area was 306254 
hectares as 87350 hectares were the double cropped area. Thus, the crop intensity of the distt 
works out to 139.90% indicating that the major area of the distt under cultivation is of 
monocrop. Of the total gross cropped area 135-3- hectares are irrigated while 17/224 hectares 
are unirrigated.

The main crops sown in the distt in the Kharif area Bazara, Jawar, Maize, Pulses, 
Groundnuts, Till, etc, while Wheat, Barley,Gram,Mustard and Taramira are the major Rabi 
crops. In some areas cash crops like Chilly, Onion, Sugar Cane etc. are also grown but they 
are not of much significance.

As per the revenue records of the distt the details of the area covered under different 
crops during the years 1992-93 and 1993-94 are as under

(Area in hectares)
S. No. Name of the Crop Area sown during

1992-93 1993-94
A. Kharif
1. Bazara 86300 77842
2. Ground nuts 17860 20630
3. Jawar 5130 4906
4. Maize 3682 3332
5. Pulses 3729 2648
6. Guwar 7370 77737
7. Till 2960 2459
8. Others 13318 6722

Total 140349 126312
B. Rabi
1. Wheat 71577 70655
2. Barley 7093 6087
3. Gram 21296 16381
4. Mustard 63859 3432
5. Taramira 4651 2801
6. Others 4477 2801

Total 172953 178836
G. Total 313302 305148
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In addition to above certain ‘Jayad’ crops are also grown in the area however, the area 
covered under these crops is negligible at 925 hectares and 1106 hectares during the years 
1992-93 and 1993-94 respectively.

It will be observed from above that the total cropped area in the Kharif 1993-94 has 
declined in comparison to the previous year while the cropped area of the Rabi crops has 
increased during the year 1993-94 over the year 1992-93. It will also be observed that while 
the cropped area of almost all other crops have declined during the year 1993-94 in 
comparison to the year 1992-93, the cropped area of cash crops viz Groundnut and 
Mustardseeds have increased. This trend indicates that farmers are opting for these oil seed 
crops to fetch good returns and there is shift in favour of diese crops.

The Blockwise area covered under the different crops during 1993-94 is given
below

(Area in hectares)

Name of the 
crop

B 1 o c k s
Dausa Lalsot Bandikui Sikarai Mahuwa Total

A. Kharif

1. Bazara 17765 9799 19047 19579 11652 77842
2. Ground nut 4250 12812 954 2515 99 20630
3. Jawar 079 102 965 1291 631 4906
4. Maize 892 1590 680 146 24 3332
5. Pulses 890 506 893 331 28 2648
6. Guwar 1556 3787 1405 886 139 7773
7. TU 685 191 693 629 261 2459
8. Others 2339 969 782 767 1865 6722

Total 30456 29756 25419 24982 15699 126312

B. Rabi

1. Wheat 13579 19389 13778 14362 9547 70655
2. Barley 2284 1602 975 829 397 6087
3. Gram 3668 2100 4869 1315 4429 16381
4. Mustard 18999 21322 11629 7675 19855 79480
5. Taramira 1453 596 726 222 435 3432
6. Others 1131 1001 364 203 102 2801

Total 41114 46010 32341 24606 34765 178836

G.Total 71570 75766 57760 49588 540464 305148

It will be seen from above table that during Kharif the major crops i.e. Bazara and 
Groundnut covered 61.6% and 16.3% respectively of the total cropped area in this season, in 
Rabi season Mustard and Wheat covered 44.4% and 39.5% respectively of the total area sown.
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The gross cropped area (including the ‘Jayad’ crops) at 314227 hectares during the 
year 1992-93 slightly declined to 306254 hectares. This was mainly due to decline in the total 
cropped area in Kharif 1993-94 at 126312 hectares from 140349 hectares during 1992-94. 
The reasons for this decline may be attributed to the late commencement of rains during the 
year 1993-94. Due to this, some farmers preferred to keep their fields uncultivated so that this 
land may be available in time for sowing mustard, "niis also resulted in increased cropped 
area in Rabi season. This is not a normal phenomenon and as learnt from the Distt 
Agriculture Deptt, there are not much abnormal fluctuations in the total sown area in the distt

The distt. is covered under the OPP and NPDP for increasing production of oil seeds 
and pulses respectively. The three blocks of the distt. vis. Dausa, Bandikui and Lalsot are 
covered under the intensive Cereal Development Programme for Bazara. The distt is also 
covered under the Central Sector Scheme for Jawar and maize. Under the above programmes 
apart from arranging demonstrations, distributing minikits, providing training etc. subsidy is 
also given to the farmers for undertaking certain activities.

The District Agriculture Deptt. is having a good net work in the distt. for arranging 
necessary inputs such as HYV seeds, fertilizers and pesticide. The use of these inputs is 
gradually increasing in the distt which may be seeds fiom the following table.

(In Mitric Tons)

Year Distribution of fertilizers Distribution 
of HYV seedsNitrozen

(N)
Phosphate

iP)
Potash

(K)
Total

1991-92 4555.00 2150.00 100.00 6805.00 3795.00

1992-93 6971.00 1926.00 86.00 8983.00 5081.00

1993-94 11990.00 5040.00 21.00 17051.00 9739.00

The area under irrigation is only 135030 hectares out of the total gross sown area of 
306254 hectares constituting 44.09% only. Of the five blocks of the distt 4 blocks have been 
declared as ‘Dark’. This limits the further scope for increasing the irrigated area in the distt 
by having additional minor irrigation structures. Due to lesser availability of water farmers 
tend to grow such crops which need lesser moisture/ irrigation Consequently, there has been 
marked shift over the years in the distt in favour of oil seed crops as Groundnut and mustard.

OTHER ECONOMIC ACTIVITIES

Unemployment is the major problem of rural economy in India. While the availability 
of agricultural land is not much flexible the increasing population is creating pressure on 
agricultuie resulting in unemployment or disguise unemployment in the rural areas. In view 
of the declining scope for employment in the agriculture sector non-farm activities constitute 
the most important economic proposition for the rural masses.

The area of the distt is rich in mineral resources. The major minerals found in the distt 
are silica sand, quartz, soap stone and china clay. Iron ore deposits of about 30 lakh tons have
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been located at Deego 12 kms away from Lalsot. Total no. of mining leases are 54 in the distt 
of which 20 are for major minerals and 34 for minor minerals. Availability of these minerals 
provide good potential for SSI units for exploitation of these resources.

With a view to promote industrial units in the distt. in addition to the two developed 
industrial areas at Dausa and Deedwana(Lalsot-block), the industrial areas at Jeerota, Bapi and 
Mitrapura in Dausa block, Kolana in Bandikui block and Samleti and Mandawar in Mahuwa 
block have been developed/under process of development.

About 60.2% of operation land holdings (below 2 hectares) in Dausa distt fall in the 
category of small and marginal farmers who, by and large need supplementary avenues of 
employment to raise their income level above the poverty line. As per census 1991 there are 
21034 agricultural labourers in the distt. These labourers are also finding employment on land 
for lesser number of days resulting in their migration from rural to urban area in search of 
employment. As per the census 19912 out of total work force of the distt at 3.05 lakhs the 
number of workers engaged in industries and service, repairing and other workers stood at 
221‘ 16 and 9056 persons respectively. Thus, availability of labour force for extension of rural 
and cottage industries, small scale industries, rural art and crafts and other industrial units is 
not a constraint rather expansion of these industries and crafts can provide gainful jobs to the 
persons over crowding the agriculture sector.

Thus, the main strength of the distt are availability of land in Industrial areas at a 
cheaper rate, approximity to capital city, Jaipur, abundance of mineral deposits, good 
agriculture production and good transport facilities. For dausa distt inadequate availaibility of 
power and water has been the main constraints in industrial development The efforts are on 
to remove these constraints by augmenting water supply schemes and by conunissioning grid 
sub-stations. Efforts are also being made to provide separate electric feeders to the industrial 
areas. However, urgent steps are required by the concerned authorities in this regard so that 
industrial potential of the area may be exploited at the earliest

There is only one ITI for providing the training to the prospective enterpreneurs in the 
distt. For the persons identified under TRYSEM, the DRDA is also arranging training 
progranunes for various activities through ITI, Dausa and other training institutes/agencies at 
Jaipur.

Industrially, the Dausa distt must be considered backward distt. This is mainly due 
to the fact that earlier it was a part of Jaipur distt and could not get due attention despite the 
industrial potentiality of the area.

The lower level of literacy at 36.86% and higher percentage of SC/ST about 50% of 
the total population indicate towards lack of enterpreneurship resulting in industrial 
backwardness of the area. As no voluntary agency is operating in the area this is also proving 
a constraint in motivating prospective enterpreneurs for setting up small industrial units in the 
area.

Presentiy, there is no large and medium scale industry in Dausa distt
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The disu has potential for development of demaml based, resource based had foot
loose industries. The distt. has good industrial opportunities for agro-based, livestock based, 
mineral based, demand based industries as well as engineering industries besides, the 
diversiHed rural and cottage industries. The details of the potential identifled for different type 
of industries in the survey are given below

A. POTENTIAL OF SMALL SCALE AND TINY INDUSTRIES

Name of Industry

1. FOOD PROCESSING & AGRO BASED INDUSTRIES

i) Thin walled stainless tubes, Dali mill 
Confectionery Oil Mill, Bread unit. Biscuit unit

ii) Pickles, Jam etc.

2. RESOURCE BASED

i) Mosaic, Cement tiles, stone crusher

ii) Lim e Kiln

3. FOREST BASED

i) Wood seasoning & Panel Doors

ii) Wood based furniture manufacturing

4. TEXTILE - BASED

i) Sanitary napkins

5. ENGINEERING BASED

i) Steel furniture & allied, Rolling shutters

ii) Agricultural implement & appliances

iii) Automobile repair shops

6. DEMAND BASED INDUSTRIES

i) Black phenyle

ii) Detergent powder

B. FOOT LOOSE INDUSTRIES

Potential Block 

Dausa

Dausa/Bandikui

Dausa 

All Blocks

Dausa

Dausa, Lalsot, Sikarai

Dausa

Dausa

Lalsot, Sikarai, Dausa 
Bandikui

All Blocks

Dausa

Dausa

Besides above, there is a good scope of foot loose industries in the distt which are 
market oriented and do not generally depend upon the resources available in the surrounding 
near by area. The setting up of such industries mainly depends upon the individual’s choice
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and convenience. Dausa distt being well connected with roads railway routes can be a good 
location for establishing many of these industries in township, semi/ urban and rural areas. 
The RAJCON in its survey report has identified 64 such industries in the industrial potential 
of the distt.

The District Industries Centre, Dausa taking into account the industrial potential of the 
distthas projected for establishment of about 54 SSI units in the different industrial areas of 
the distt during 1994-95. These units relate to the manufacturing of various items such as 
marble & dolomite chips, granite tiles, quartz grinding, C.P.W. P.V.C.pipes, polythene bags, 
edible oil, refmd lubricant oil, stone greet, cement pipes, steel furniture, washing shop, 
agriculture implements. L.P.G. cylender , stone cutting & policing, garments etc. The DIC 
has also identified about 41 items for which foot-loose industries can be set up in the distt

The cottage industries of the distt include marble statue making, stone cutting & 
carving, cotton & woolen caipet weaving,leather tanning, shoe making, pottery, carpentry, 
blacksmithy, goldsmithy, spining & weaving hand-looms, cotton Durry weaving, stone 
jally making, rope making and brass utencil making etc. The Khadi and Village Industries 
Board is also providing the financial assistance for the development of cottage & village 
industries in the distt. In some of these activities the artisans are engaged in clusters which 
provide good potential to upgrade expand these activities by arranging necessary infrastructure 
by the concerned agencies/ authorities.

1. FARM MECHANISATION

The potential area for farm mechanisation is in the medium and big holdings and 
farmers from these categories have adopted mechanised methods of agriculture over the 
traditional methods. As such for arriving a the approximate potential of tractors in the distt. 
the land holding pattern can be a guiding factor. Dausa distt is having 101758 agriculture land 
holdings and the total operated area of 245842.60 hectares as per the details mentioned 
below:-

Sr.No. Area of holdings No. of holdings Operated area (hectares)

1. 0 to less than 1 
(Marginal)

35311 17705.00

2. 1 to less than 2 
(Small)

25989 37353.29

3. 2 to less than 4 
(Semi-medium)

23168 65294.22

4. 4 to less than 10 
(Medium)

14732 87414.32

5. 10 and above 
(Big)

2558 38075.77
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The limited availability of drought power and its maintenance cost and cost of fann 
labour are also important factors having bearing on mechanisation for farmers with small 
holdings. Increasingly recurring maintenance cost of bullocks/ camels also compel them fcM* 
hiring of tractors and threshers. The aspiration of social status also promotes the thinking of 
owning tractors. The necessity of completing the agricultural operations in time compels 
farmers to opt for mechnisation.

The mechanisation of farming operations is spring gradually, the traditional methods 
have not lost their importance. Particularly, the small and marginal farmers are fully 
dependent on tradidond methods as neither they have large cultivable lands for use of 
mechanised methods in agricultural operations nor they have means for acquiring the same. 
The camels and bullocks in undertaking various farming operations and camel/ bullock-carts 
for transporting agricultural inputs and produce are still having utility and popularity in the 
area of the distt

The land holding pattern indicates that the total marginal and small holdings at 61300 
constitutes 60,2% of the total land holdings in the distt. The marginal and small farmers 
mainly depend on the traditional means of cultivation and Q-asportation of the agriculture 
inputs and produce. The majority of agricultural labourers also depend on the animal driven 
carts to supplement their income. The number of agricultural labourer as per census 1991 
is 21034 constituting 2.12% of the total population of the distt Thus, there is a good potential 
for drought animals and carts in the distt.

3. Population

As per the census 1991 the population of the distt was 9.94 lakhs which formed 2.26% 
of the population of tiie State. The density of the population at 293 persons per square km. 
is much higher than the density of the State at 129 persons per sq. km. Of the total population, 
there are 5.28 lakhs males and 4.66 lakhs are females. Areawise, while 89.42% persons live 
in the rural areas, the remaining 10.58% persons live in the urban area.

The percentage of male literacy in the distt at 56.26 is slightiy higher than the literacy 
percentage of state at 54.99. However, the female literacy percentage at 14.15 is very much 
lower than the state percentage at 20.44. The percentage of the total literacy at 36.86 is also 
lower than the State percentage at 38.55.

4. Infrastructure

i) Rail & Road linkages

The headquarters of the distt i.e. Dausa is situated at Jaipur- Delhi and Jaipur-Agra rail 
lines and Bikaner-Agra Highway No. 11. The distt is having total 86 kms rail lines and 772 
kms (1992) mortar roads. The total rail lines which were earlier of meta- gauge have now 
been converted into broad gauge which may give a boost to the economic development of 
the distt in the coming years.

ii) Electricity & Water supply

The distt is having 20 electric sub-stations at 16 places spread over in all blocks of 
the distt. However, the present electric supply is not adequate to meet the present as well as 
future electric needs of agriculture & industrial sectors.
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There is shortage of water supply in the Dausa block which is affecting the industrial 
development of the area.

iii) Post & telecom network

Apart from the chief post office at the distt headquarters, there are 23 departmental 
post offices and 171 additional departmental and branch post offices in Dausa distt. The 
important centres of the distt are also well connected with the telecom facilities.

iv) At present there are 65 branches of banks in the distt of which there are 41 branches 
of the commercial banks, 15 branches of regional rural banks.

District profile : At a Glance 
(31st March, 1994)

Name of the district : Dausa

Status of District : Other

1. Geographical Area

a. Number of block/talukas 5

b. Number of villages 1052

2. Rainfall(mm) 1992 1993

a. Normal rainfall(Annual) 549.9 549.9

b. Actual average rainfall 803.5 712.2

3. Agriculture (Ha)

a. Geographical area 340478 340478

b. Net area sown 219575 218904

c. Fallow land 23170 24533

d. Land not available for cultivation 97733 97041

4. Irrigation(Ha)

Net irrigated area 129383 128169

By canals 4314 2666

By tanks 243 52

By wells 124545 125451

By other sources 281 -
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5. Size of holdings

a. Less than one ha.

b. Between 1 and 2 ha.

c. Above 2 ha.

6. Animal Husbandly (1992)

a. Plough animals

b. Dairy animals -Cattle 

Buffaloes

c. Sheep,goat and pigs

d. Poultry

7. Population(in‘000)

a. Male

b. Female

8. Classification of workers

a. Cultivators

of which small/marginal

b. Agricultural labourers

c. Artisans

d. Household/cottage industries

e. Allied agro-activities

f. Other workers

35311

25989

40458

n.a.

165038

265617

269852

14792

Urban

56

49

215257

N.A.

21034

N.A.

7310

3064

58637

Rural

472

417
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THE PROJECT

Chapter V

PROJECT ON ‘‘FARM FORESTRY DEVELOPMET FOR FARMER MEMBERS 
OF COOPERATIVE SOCIETIES THROUGH NCUI COOPERATIVE EDUCATION 

FIELD PROJECT, DAUSA (RAJASTHAN)”.

Objectives

The objective of the Farm Forestry Development Project for farmer members of 
Primary Agricultural Coop.Societies shall be to promote, develop, educate, assist and motivate 
farmer membersto grow tree crops, on bounds of their own fertile lands, degraded lands to 
meet the requirements of local fuelwood, fodder, small timber and Ber(fruit) with the 
objective to improve the economic and socio-economic condition of farmer members and 
maintain the ecological and environmental balance.

In furtherance of these objectives, the NCUI Cooperative Education field Project, 
Dausa (Rajasthan) may with itself or in collaboration with National Tree Growers Cooperative 
federation Ltd., Indian Farm Forestry Development Cooperative Ltd., or other International/ 
organisational e.g. CIDA, IDA, IBRD, SIDA and USAID:-

i) Organise Cooperative Education and training programmes for farmer members 
of Primary Agricultural Cooperative Societies(PACS) to promote and develop 
farm forestry on large scale on their fertile/waste land.

ii) To assist and guide farmer members of PACS to raise nurseries and supply 
plants and other assistance including inputs to other members of PACS and non 
members .

iii) To assist and guide in collaborating the PACS with National or International 
agencies for development of farm forestry.

iv) To assist the PACS in getting agricultural implements and plant protection 
equipment to its members.

v) To give publicity and popularise the Farm forestry development programme 
through ‘THE COOPERATOR’ , T.V. & Radio.

vi) To guide and assist in all such other activities which are identical or ancillary 
or conducive to the attainment of all over any of the above objective.

Duration

The duration of the Project will start as on 1.7.1996 and will expire on 30.6.2011. 
After this period of 15 years, evaluation of the programme will be done.
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PACS

Project Components :•

I. Cooperative Educadon & Training

To attain the objectives of the proposed project, farmer members of PACS will be 
motivated and educated by a team of project personnel consisting of one Project Officer, One 
Farm Guidance Instructor, three Cooperative Education Instructors and one Lady Mobiliser, 
to grow tea crops of various spices on bounds to improve their economic condition. In this 
regard, detailed guidelines for project personnel of NCUI Cooperative Educatio Field Project, 
Dausa(Rajasthan) are given at annexure.

II. Farm Inputs Source

i) Credit PAC/Distt. Coop. Bank, Dausa (Rajasthan)

ii) Seedlings Forest Deptt & others

iii) Fertilizers

iv) Pesticides

v) Agricultural implements

in  The Manpower Resource

The services of family members will be fully utilised.

IV Marketing:

The PACS will arrange to provide maximum price of the tree crops/Ber (Fruit) by 
collecting and Marketing of the produce of farmer members.

Project risk

Planting trees for the first time entails a lot of risk for the farmer. Seedlings may not 
be available in good time from the forest department Second, there is a technical risk that 
the seedlings may not be healthy enough to grow into robust trees. Finally, trees grown as 
a cash crop needs to be marketed, and hence the farmer has to locate the market, gain access 
to it, and obtain pennits from forest and other Govt. Deptts. to transport and sell his trees. 
Alternatively, he must sell his standing crop to a contractor. These problems are likely to be 
more serious in the initial years of a tree planting programme being introduced in a area where 
such a tradition does not exist.
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Chapter-VI

ORGANISATION AND MANAGEMENT

Management Pattern 

NATIONAL LEVEL

The Project will be controlled and supervised at the Head Quarter by the Director 
(Education Projects) of National Cooperative Union of India.

STATE LEVEL

Project implementation requires necessary coordination anx>ng various agencies at 
various levels to ensure regular flow of guidance, technical know-how or any other support 
required time to time. To this effect Project Coordination Committee, Dause project will 
provide timely guidance to the project, review the performance and suggest measures for 
improvement.

DISTRICT LEVEL

The project Head Quarter is attached to Sale & Purchase Marketing Cooperative 
Society. This society will provided guidance to the project team and provide post education 
follow up support and other needed assistance to tiiis project.

PROJECT LEVEL

NCUI Project will implement this project with the help of project team consisting of 
six personnel i.e. Project Officer (one). Cooperative Education Instructors (three). Farm 
Guidance Instructor (one) and Lady Mobiliser (one). The team will implement Uie project 
under the overall guidance of the project officer.

Cooperative Education Instructor is key functionaries in conducting educational 
programmes for the members/office bearers of PACS. He will act as Motivator, Educator and 
guide for the farmer members at the PACS level. He will associate closely with the farmer 
members in the planning and implementation of educational programmes for the farmer 
members and to follow the guidelines for the development of farm forestry.

Each Cooperative Education Instructor is responsible for overall development of PACS
(10) and through them to improve economic conditions of farmer members.

On the basis of data/mformation collected by CEI, he will assist PACS in formulating 
Forest Tree Development Plan for the farmer members who are willing to grow the Tree 
Crops in their fields.

He will assist the PACS in procurement of various inputs like credit, seedlings, 
fertilisers, pesticides, for supply to farmer members. He will also collect market information 
and assist PACS in Marketing of Forest Produce of farmers members on reasonable prices.
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Fann Guidance Instructor will collect data/information of land, main crops, marketing 
facilities at district level.

Motivate and assist PACS in formulating. Forest Tree Development Plan for farmer 
member in consultation with CEIs. He will educate, motivate and guide farmer members, in 
implementing their plan and also provide all Farm Technical Guidance to the members.

He will develop market information system in societies for the benefit of members and 
assist them in marketing of farmers’ tree produce.

Lady Mobiliser will motivate guide, educate and assist the women in project areas for 
growing trees.

PACS LEVEL

Primary Agricultural Cooperative Societies in Project areas will arrange supply of 
credit, other input like seedlings, fertiliser, pesticides, agricultural implements as per need of 
farmer members.

It will also arrange marketing of tree crops of members through cooperative 
efforts.

It will establish close linkages with forest Department and other concerned 
agencies.
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Chapter Vm

FINANCIAL ANALYSIS

In this part the benefits accruing to fanners has been analysed on successM implementati(Ni 
of the project. The Financial analysis has been done cn a hypothetical land holding of one hectare 
(100 m X 100 m). The analysis Im been worked out (m the basis of following assumptions :

Assumptions

1. Project Period: 15 years
2. One row of trees wiU affect an area of 5 m wide land.
3. Eucalyptus will be planted on all four sides, ? m apart. It vnll be harvested in the 7th year 

and the first coppice crop will be harvested in the 15th year.
4. Sissu will be harvested in the 15th year.
5. Ber will start yielding in the 7th year.
6. Bamboo wiU be planted in a pure patch of 0.15 ha. at a spacing of 3 m x 3 m. Bamboo will 

start yielding from the 5th year,
7. Ratanjot will be planted in a 5 m wide strip on 3 sides (750 no.) at a spacing of 2m x Im. It 

will start yielding from the 5th year. Planting will bs supplemented by sowing also.
8. On the inner side of the boundary karaunda will be planted 3 m apart and will act as hedge 

and also give fruits,

9. Income and expenditure for a year accrue at the end of that year,
10. An adhoc amount for labour for harvesting has been assumed which will be contributed by 

the fanners.
11. Cost of plants including transport is Rs. 4/plant.

12. Cost of Ratanjot & Karaunda is Rs, l^lant.
13. Cost of cultivation of Jowar and Barley is tom average figures of U.P.

14. Cost of fertiliser, pesticides, initial irrigation etc. is Rs. 3̂ 1ant.
15. Ber will start yielding from the 7th year. Yield will be 15 kg/tree which will yield Rs. 2/kg.
16. Bamboo will yield after 4 years. The return will be Rs. 10/dump/year.

17. Sissu win be sold in the 15th year, @ Rs. 400/tree.
18. Ratanjot will yield about Rs, 3/̂ lant/year from the 5th year onwards.

19. Discount Rate = 15%.
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tree plantation
Tree would be planted on the bounds of the field. Trees would also be planted in internal rows 

of large fields such that existing Rabi & Kharif crops are not disturbed. Thus plantation of trees will 
only bring additional revenues to the farmers. The manner in which trees may be planted on square 
field an hectare is given as follows:

Farm Forestry Development Model for Farmer members of Primary Agriculture Coop. 
Societies, Dausa (Rajasthan)

(Wot to Scale)

-100m-

Eucalyptus (11) 9m apart, Sissu (11) 9m apact

Eucalyptus (11) 9m apart 

Sissu (11) 9m apart

Eucalyptus

Bamboo

Sissu

Babul

Ratanjot

Karaunda

Ber

Boundary (44), Single row (45)

15 ra wide strip on one side (165)

Boundary (44)

2 alternate rows (90) (Ramkanti variety)

5 m strip on 3 sides (750)

Inner edge of Ratanjot strip, 3 m apart (150) 

2 alternate rows (90)

Total No. of Trees : 478
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Inter cro p p in g : Jowar (Kharif) followed by Barley (Rabi)

Species mix Spacing Number Replacement Area
1. Eucalyptus 9 m 44 8 Boundary
2. Sissu 9 m ^art 44 9 Boundary
3. Babul m apart 90 18 Two alternate 

rows, 450 m̂
4. Ber 2 m apart 90 18 Two alternate 

rows, 450 m*
5. Bamboo 3 m X 30.m 165 33 Pure patch of 1500 m*
6. Eucalyptus 2 m apart 45 8 Single row 225 m̂
7. Ratanjot 2m X 1 m 750 150 Strip of 5 m̂  on 

three sides, 1500 m*
8. Karaunda 3 m apart 150 30 Iimet side of 

boundary 5875 m̂
9. Agri,; Jowar 

(Kharif followed by 
Barley (Rabi

Total: 900 180 10000 m2
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C O S T — IN P U T  S T A T E M E N T

(Rs./hectare)

Particulars YEAR
1-3 4-6 7-15 Total

1. Cost of planting including seedling, 
transportation, fertiliser, manure, soil 
working etc. 3776 3776

2. Cost of Ratanjot & Karaunda 12800 - - 12800

3. Initial watering and maintenance 2410 - - 2410

4. Harvesting - 3465 11700 15165

5. Cost of cultivation of Jowar 1800 1800 5400 9000

6. Cost of cultivation of Barley 3000 3000 9000 15000

7. Contingencies 1500 1500 4500 7500

Total: 25286 9765 30600 65651

RETURNS-■OUTPUT STATEMENT
(Rs./hectare)

Particulars Year
• 5-7 8-14 15 Total

1. Return from Eucalyptus - 8000 - 8000 16000

2. Return from Ber - 2700 18900 2700 24300

3. Return from Bamboo - 4950 11550 1650 18150

4. Return from NUotica - - - 18000 18000

5. Return from Dalbergia - - - 27000 27000

6. Return from Ratanjot - 7680 17920 2560 28160

7. Return from Jowar 4800 3600 8400 1200 18000
8. Return from Barley 6800 5100 11900 1700 25500

Total: 11600 32030 68670 62810 175110
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Calculation of Net jPresent Value

Year Benefits Discounting factor Present value

1 -18186 0.8696 -15813.91
2 800 0.7561 604.91

3 800 0.6575 526.01

4 -355 0.5718 -202.97

5 3855 0.4972 1916.62

6 3855 0.4323 1666.62

7 14410 0.3759 5417.25

8 6410 0.3269 2095.44

9 6410 0.2843 1822.12

10 6410 0.2472 1584.45

11 6410 0.2149 1377.79

12 6410 0.1869 1198.07

13 6410 0.1625 1041.80

14 6410 0.1413 905.92

15 59410 0.1229 7301.16

Net present value/Total 11441.29

We find that net present value of the benefit which will be accruing to fanner members will 
be Rs. 11,441.29 per hectare.

IRR=22.53%

It is also found that internal rate of return which farmers will be able to achieve through this 
project is 22.53% which is higher than discounting rate of 15%.
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Chart showing the additional income from farm forestry project within a
period of Fifteen Years

(Yield one ha.)
SI. Crops Without Project With Project
No. Inputs Output

inRs.
hect.

Income
inRs.
hecL

Input
inRs.
hect.

Input
inRs.
hect.

CXitput
inRs.
hea.

Income
inRs.
hect.

1. Farm Forestry Crops

Plantation of Eucalyptus, 
Ber, Bamboo, Nilotica, 
Dalbergia & Ratanjot 41,651 1,31,610 89,959

2. Agricultural Crops

Cultivation of Jowar 
Cultivation of Barley

9000
15000

18000
25500

9000
10500

9000
15000

18000
25500

9000
10500

Total 24000 43500 19500 65651 175110 109459

Total Income from Fann Forestry Project 

Total income from without Project 

Additional income

109459 

(-) 19500 

89959

Average additional Annual income Rs. 5,997,26 hence the project is very good for the farmer 
members. Tlius, the project is recommended for implementation.
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Chapter IX

RECOMMENDATIONS

NECESSITY OF PROJECT

Over the years, forest in the country have suffered serious depletion. This is 
attributable to relentless pressures arising from even increaing demand of fuelwood, foddor 
and timber, inadequacy of protection measures, diversion of forest lands of non forest uses 
with out ensuring compensatory afforestation and essential environmental safe guards and 
tendency to look upon forests as revenue earning resource. The need to evolve a new strategy 
of forest conservation has become imperative, the Govt of India and State Govts, are making 
their efforts to maintain environmental stability. In this direction, NCUI through its NCUI 
Cooperative Education Field Project JDausa (Rajasthan) should conduct Cooperative Education 
and Training Programmes in the PACS to assist, guide, motivate the farmer members to grow 
tree crops to protect the invironment as well as to provide the economic benifits.
RECOMMENDATIONS
1. The Govt, should arrange the distribution of high yield varieties and disease - resistant
seedlings free of cost from forest department to all the farmer members of PACS and other 
farmers so that the tree- plantation may be started in a big way. This will induce farmers to 
actively take interest in farm forestry thus accomplishing Govt.’s objective of enhancing 
socio-economic condition of the farmers and protecting the environment.
2. To increase the interest of farmers, the Govt, can bring competitive schemes of
distributing prizes on the basis of number of trees grown and their survival for a stipulated 
(7-15 years) period of time.
3. The Govt should provide market intelligence services to the farmers regarding
different type of tree-crops.
4. The Govt, should arrange to provide concessional rate of interest to the fanners 
engaged in tree-cultivation.
5. Legislative restrictions which currently require permits for cutting most species, 
discourage farmers from growing more species. This restriction is hard particularly on the 
small famer who has less access to the bureaucracy to obntain permits and is more doubtful 
of his rights. Similarly, the legal requirements for obtaining permits to transport trees to 
market, discourage planting , encourage reliance on middleman and encourage corruption. 
Hence, the Govt, should amend the laws in favour of the fanners so that the farmers may grow 
tree-crops with out any hinderence.
6. Research and Development efforts should be taken on raising nursuries, plantations, 
marketing techniques etc.
7. To popularies the Farm Forestry Programme, film on successful stories of farm 
forestry be shown on T.V.
8. In order to cater to the needs of Industry and market and rehabilitate degraded lands. 
Farm Forestry Programmes may be launched in all the present 22 NCUI Cooperative 
education Field Projects.
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Annexure I

NCUl COOPERATIVE EDUCATION 
FIELD PROJECT IN DAUSA

( RAJASTHAN )

Oausa

RAJASTHAN
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GUIDELINES FOR PROJECT PERSONNEL OFNCUI COOPERATIVE 
EDUCATION FIELD PROJECT, DAUSA(RAJASTHAN) FOR TREE PLANTING

In carrying out plantation work on fairly large scale and specially in afforestation of 
difficult sites, there are many situations when the field worker has to face some problems or 
to take decisions. Important considerations are

1. Selection of Planting Area

While a large are of various types of land such as wasteland, road-side and railway 
strips, canal banks, building compounds and even parts of agricultural land are available or 
offered for plantation, it should always be borne in mind that all lands are not suitable for 
raising all tree species or even for growing trees at all. Generally, the areas which have been
under tree crops in the past or are under good agriculture are eminentiy suited for raising tree
plantations. But the areas where trees have always or long been absent should be carefully 
studied to determine their suitability for raising trees, and if so, which trees. Often there are 
strong reasons behind such absence of tree and over such areas tree planting work will not 
give favourable results. If at all, very specific trees only can be raised on such areas. If some 
environmental factor is unfavourable, it must first be improved before taking any plantation 
work.

In a long-term project, the easiest areas should always be tackled first. Initial success 
in one or two areas boosts confidence of workers and also gives an indication of future pattern 
of work and problems to be faced. Plantation work should be carried out only when one is 
sure of success. Experimentation should be left to the research people, who are specially 
meant for it. Initial failure makes people lose confidence in you.

Particularly bad soils for tree growth are as follows :-

a) Soils with excessive moisture: These soils suffer from bad aeration and will
support only certain tree species. Tliese can be improved by suitable drainage 
of water. Marginal areas may be reclaimed by planting on mounds and rides.

b) Excessively dry areas : Only drought tolerant species can be used here.
Moisture conservation measures and irrigation can help.

c) Impervious pan : Only shallow routed species can be raised, with irrigation 
during drought period; or the pan should be broken to permit deep rooted 
species to penetrate to moisture in lower soil layers.

d) Saline and alkaline soils: Tolerant species can be raised in the area to a limited
extent. Such soils can be reclaimed by leaching and addition to Gypsum and 
Pyrites.

e) Grassy ‘banjar’ lands : In such land soil gets compacted due to exposure,
heavy grazing and compaction by hooves of cattie, dense mat of grass roots and 
fire. In such areas intensive soil working and removal of grass is needed which 
adds to the effort and cost of plantations.

Annexure III
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2. What to Plant

In deciding on what to plant one should keep in sight both what can grow best at the 
site and what is desired to be grown there by the local interests such as wishes of local 
populace and the planned and use of the produce. Often these objects do not match and the 
tree planter has to take a decisions in the matter. The best indicators of what can best grow 
at the site are the species which are already growing there and on similar sites near by. In 
the absence of trees even the shrubs, herbs and grasses indicate the quality of the locality. 
Suitable tree species can then be chosen and safely planted. If the area is suitable for raising 
several species, only those should be chosen which meet the object of plantation best i.e. fuel, 
poles, timber or protection of site. Sometimes, in social forestry areas, local villagers press 
for planting of certain species which are doing well elsewhere and are economically more 
attractive to them. If those species are not suited to the site, the people should be very politely 
persuaded to abandon their demand. If still they persist, rather than to antageonise, them, the 
desired species may be introduced in minimum acceptable numbers in mixture with the more 
suitable species. Time in due course will show the people that they are wrong but the 
plantation will not be a failure.

Use of little known species in planting is to be eschewed unless supported by detailed 
research.

3. Mixture in plantation

The above point brings us to the subject of mixtures in plantation. Nature almost 
always maintains a mixture of species in fores. From the ecological point of view it is best 
to follow nature. Mixed crops cover soil better. Also greater advantage can be taken of the 
soil variations within the planting areas. Mbted Plantations are less susceptible to damage and 
produce more and variety of produce. However, if only a single type of produce is aimed at, 
pure plantations are more economical and easier to manage.

Mixtures can be intimate (by single trees) or by lines or groups. If all species raised 
suit the site the best policy is to have either mixture in groups (small lots) or with scattered 
light demanding species as quick growing standards over a full crop in second story of a 
slower growing share bearer.

4. Spacing

Spacing of plants is governed by two factors

i) Silvicultural requirement of the species to produce the required size for end use and

ii) Cost of formation. More the plants, higher the cost of formation of plantation. Both 
these factors must be assessed before deciding on spacing. Wider spacing is cheap but cannot 
be taken beyond a limit. In farm forestry it is often desirable as agricultural crops can be taken 
between the tree lines for several years.

5. Sowing v/s Planting

In recent years planting of nursery raised seedlings in the form of bagged plants has
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become a very common practice. It gives the plants great initial advantage of early grow in 
more or less protected nurseries and planting out with least disturbance to its roots system. 
However, there are many species which can be grown equally easily with a little protection 
and care by directly sowing the seed at site.

Direct sowing is much cheaper than planting and less labour intensive. But it is 
suitable for only the more moist areas where the young seedling is not faced by extreme 
conditions very early in life. In semi-arid and arid areas planting is the only way to success. 
Species like ACACIA NILOTICA, A.CATECHU and PROSPIS CHILENSIS are best raised 
by sowing due to their hardiness and extremely fast rate of growth of taproot In plants raised 
in polythene bags the root growth is interfered with, which results in check of growth or even 
death or the plant at a later stage. Where one of the above species is proposed to be raised 
in polythene bags such bags will have to be planted out when still quite small.

In short, sowings may be adopted where past results assure of its success. In case of 
difficult sites and sensitive or problematic species, planting of seedlings is a safer method. 
Stumps (root-shoot) planting combines certain advantages of both the methods and may be 
adopted for suitable species such as teak, sissoo, etc. where high density of stocking and rapid 
development of plant in this method, combined with cheapness give it an advantage. Naked 
rooted plants can be used in case of bamboos and winter planting of deciduous species, 
through in their case too the planting of contained raised plant is now more in vogues. In case 
of planting of seedlings or stumps, the stock has to be raised in the nursery for a period of 
time extending from a few months to a year or more. It means that nurseries have to be 
planned and raised 1 to 2 years in advance of planting. The transport costs of plants from 
nursery to planting site are often heavy and to reduce this nursery should be raised as hear to 
the planting site as possible.

6. Container and plant size

The size of container used (mostly perforated polythene bags now a days) depends on 
the size and age of the seedling to be used in planting. In areas with tall grasses and shrubs, 
usually large sized bags of 22.5 x 15 cms flat size are used in which plants of 1 nwters or 
more in height can be raised in about one year. For areas with short grasses or barren waste 
lands or agricultural fields smaller bags of 15 x 10 cms are universally used in which plants 
of 30 to 45 cms height can be grown easily for planting out

As a rule smaller the plant less it suffers from the shock of removal, bum larger plants 
are better able to succeed on poor sites or where heavy grass is present Very small plants 
are diffrcult to handle and more liable to fatal damage due to various adverse factors as well 
as competition with weeds.

7. Planting tame

Planting of trees is a time bound programme and for each region a time table for work
should be drawn and stricUy adhered to. Preparation of site, collection of seed, sowing,
planting, tending, etc. can brook no delay and any neglect of this can only end in disast^. It 
also means that planning must start 2 to 3 years before actual planting. It must be borne in 
mind that late start of any operation may end in serious consequences. After planting out the
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seedlings should have enough time to send roots drown to deeper soil layers which will not 
dry-up in the subsequent long drought period till the next rainy season. Hence earlier planting 
should be aimed at after onset of monsoons. In Gujarat, particularly in the western part in 
Saurashtra and Kutch, monsoon is very erratic and the other seasons are generally not found 
suitable for planting.

Where sowing are proposed the need should be sown 10 to 15 days before expected 
start of rains. Planting should be started immediately after first monsoon showers, preferably 
on rainy or cloudy days. Watering may have to be resorted to, if there is a break in the rains 
for any length of time.

8. Preparation of planting stock

When plants are removed from nursery beds it is advisable to cut down initial 
transpiration by stripping a part of the leaves, some times most of them. Son» branches can 
also be removed. These operation must be carried out a few days before plants are dug out. 
Usually deciduous plants can be wholly stripped while in case of evergreen plants the crown 
is reduced by 1/3 to 2 about 15 days before removal. After digging out, the plants with earth 
ball should be kept in the nursery itself in a shaded place and kept well watered for about 
15 days to tide over the uprooting shock. Only the plants which are healthy and vigorous are 
then taken away for planting to the field. Naked rooted plants and roof shoot cuttings are 
removed for planting without delay but should be soaked in water for 24 hours or longer 
before being actually planted to compensate for desiccation during transport. Container plants 
need no preparation except reduction or crown and a thorough soaking with water before 
planting out

9. Transport of Planting stock

The main problem regarding transport are to deliver earth ball or container, plants at 
site in time and to save naked rooted plants and stumps from desiccation while in transit The 
tree planting season coincides with the agricultural season and in case manual transport of 
contained or earth balled plants is also involved the labour in difficult to come by at the right 
time. This often delays the planting with adverse effect on success. Therefore, in such areas 
a safer course would be to transport such plants to the plantation site well ahead of planting 
time and keeping there after making arrangement for regular watering.

To save the naked rooted plants from desiccation these would never be exposed to 
wind and roots in particular must be saved from sunlight To cut the moisture loss from the 
plants these should be quickly dumped in a pit with puddled soil and cow-dung so that their 
roots are covered well with the mud. These should be transported as such after covering them 
well with wet grass or gunny bags which are constantly sprinkled with water. If possible these 
should be transported at night and planted the very next day, but if need to be kept for some 
time should again the kept with root dipped in puddled soil, so that roots are never exposed 
to light or wind. Such plants should be thoroughly soaked in water for 24 hours before 
planting.

Stumps can also be stored for relatively long period if stored in moist sand and covered 
with at least 20 cms thick layer of sand at the top.
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10. Pit size

Generally 30 x 30 x 30 cms size pits are good enough in ordinary soil and favourable 
climatic conditions for polythene bag rais^ plants and root shoot cuttings. On poor soils, hills 
and adverse climatic conditions as also for larger plants bigger pits of 45 x 45 x 45 cms or 
more are recommended.

11. Planting

A major problem in case of pl^ts raised in polythene bags is the fact that often the 
labourers do not cut and remove the container. This prevents the plant root from coming in 
contact with ground soil quickly and transfer of moisture to the bagged soil from the ground 
is also not possible. With depletion of moisture inside the bag the plant dies as soon as the 
rains stop. This mistake should be specially guarded against and to ensure proper planting 
each tom bag should be insisted to be left at the pit site, where it can be easily checked by 
the supervisor. This will ensure better compliance of orders.

Another problem with polythene bag raised plants is the curling of roots inside the bag. 
It results in reduced rate of growth of the plant and sometimes the tap-root is strangulated 
resulting in death of the plant. This can be controlled by cutting the bottom one centmeter 
of the bag by a sharp knife and also giving two vertical cuts about 2 cm deep on two sides 
of the bag. It helps in removal of the bag and also takes care of curved root in the bottom 
as well as sides.

In planting of naked rooted plants it must be seen carefully that the tap-root does not 
get bent and curved but remains straight. The planting pit should te fully as deep as the roots 
are long. The plant is held in the centre of the pit and the soil filled in smalf stages and 
compacted till the pit is Hlled. The side roots as far as possible, should remain the original 
position in soil.

The plants should normally be planted with the collar at the ground level and the level 
of filled soil not below the original level, rather a little raised above the ground level. Later 
the soil sinks and will attain the ground level. The filled soil should slope plant outwards, 
though, a ‘thaonla’ may be made around the plant at some distance to hold irrigation and rain 
water.

Planting of seedlings is carried out after monsoons are well set and the soil has been 
well watered. But it should not be delayed too long, as new roots thrown by the plants must 
have sufficient time before the next long drought to penetrate to the deeper layers of soil 
which retain moisture all the year round.

In case o root-shoot cuttings the pre-monsoon planting has become the standard 
practice at many places so that the stumps have time to get over transplanting and pruning 
trauma and start the process of healing before sprouting with the on-set monsoons.

12. Use of fertilizers

Except for planting on agricultural land and some round and canal strips, the land 
available for planting are generally poor in nutritional quality. Addition of fertilisers generally
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gives a favourable response. Correct application of fertilizers the soil of the planting area 
should be got tested and suitable mix of fertilisers may be added to soil while planting the 
trees. The response to fertiliser lasts only in juvenile phase. It has no marked effect in adult 
phase of growth.

13. Protection

Fencing of young plantations against damage by cattle browsing is essential. Even 
with hardy species much as teak, thorny species like babul and unpalatable species like 
Anacardium occidental (Kaju) damage will be done by trampling of not by browsing. Social 
fencing may be practiced where feasible. Otherwise barbed wire, stonewall, trench or hedge 
fence should be erected around the plantation. Stone wall 1 to 1.2 meters high forms the most 
effective fence followed by barbed wire and trench fences. But all types of fence need regular 
checking and repairs to be useful.

5-10 gms of 5 % BHC or Aldrex powder is sprinkled in the pits before filling the soil 
as a precaution against termites and other insects. In case of more serious danger it may be 
mixed with the soil also. Naked rooted plants and root shoot cutting are dipped in 0.5 % 
solution of Diethane-M45 or brassicol before planting to guard against pathogenic root fungi.

Healthy and quality seed and disease free seedlings are necessary for raising healdiy 
and vigorous stands of any forest tree species. Tree seed and nursery seedlings may suffer 
damage due to pathogenic organisms (fungi, bacteria, viruses, mycoplasma like bodies etc.), 
insect pests, abiotic agencies (low and high temperatures, low and high soil moisture, air 
pollution) and deficiency of micro or macro-nutrients. Damage due to fungi exceeds the 
damage caused by all other agencies put together.

Seedlings in nurseries are more prone to attack by pathogenic organisms than those 
growing under natural conditions as nursery grown seedlings have more tender tissues, grow 
in artificial ecosystems are are concentrated in a limited space. Nurseries thus present an ideal 
situation for epidemic spread of diseases which may sometimes destroy the entire seedling 
stock grown during a season. Protection of nursery plants from the attack of pathogenic 
organisms should therefore, form an integral part of any nursery, management programme.

Trees grow very differently than agriculture crops. The trees have very long life span 
and the peculiarity of tree growth is the non-distinction between capital and interest. The 
increment of each year is added on to the existing wood. The rates of growth change from 
year to year. The growth rates are controlled by large number of factors such as genetics of 
the tree, the site quality, the climatic changes, the cultural practices, presence and crowding 
of neighbours etc.
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Annexure IV

DETILS OF NURSERIES IN DAUSA FOR SEEDLINGS DISTRIBUTION

(In lakhs)

Panchyat Name of Name of Name of seedlings
Samiti Range Nueseiy For dist

ribution
For Depart
mental tree 
plantation

Total

1 2 3 ■- 4 5 6

Bandikui Bandikui 1. Bandikui 0.31 0.31
2 Pichupada 0.44 0.08 0.52
3. Dhigaria Bhim x 0.20 - 0.20
4. Dhigaria Bhim - 0.38 0.38
5. Nandera I x 0.20 0.19 0.39
6. Nandera II x 0.20 - 0,20
7. Pratap pura xxx 0.25 - 0.25
8. Kolana xxx 025 0.16 0.41
9. Amaneri x 0.25 - 0.25
10. Guda Katala x 0.20 0.40 ' 0.60

Sikarai Bandikui 11. Balaji Mod 0.50 0 .20^ 0.70
12. Lanka x 0.20 - 0.20
13. Ghighan x 0.15 - 0.15
14. Ghijagad x 0.15 - 0.15
15. Ambadi x 0.20 - 0.20
16. Sawas x 0.20 0.03 0.23
17. Padali x 0.21 . . . 0.21
18. Faraspura - 0.52 0.52

Dausa Dausa 19. Dausa 0.44 0.44
20. Pyarivas 0.80 0.19 0.99
21. Boroda 0.50 0.32 0.82
22. Khedli - 0.32 0.32
23. Butoli - 0.32 0.32
24. Pilava - 0.44 0.44
25. Thumdi - 0.33 0.33

Lalsot Lalsot 26. Didwana 1.12 0.45 1.57
27. Rahuwas 0.56 0.15 0.71
28. Nirjhrana - 0.32 032
29. Ghata - 0.45 0.45
30. Ghonpada - 0.12 0.12

Total : 7.33 5.40 12.73

48



FINANCIAL RESOURCES FOR FARM FORESTRY PROJECT 
IN DAUSA (RAJASTHAN)

The Cooperative Banking structure in Rajasthan is federal in character. At the base i.e. at the 
village level, there is primary credit society up(Mi which whole edifice of cooperative credit is based. 
These societies are federated at district level into a central society called Central Cooperative banks. 
At the state level, the district banks are federated into an apex bank. The apex bank or State 
Cooperative Bank in turn closely linked with NABARD whidi provide considerable financial 
assistance to cooperative credit structure, 'niis is the set up in regard to short term and medium tenn 
finance. Dausa is a new city and eaiiier it was a part of Jaipur District hence at present Jaipur Central 
Cooperative Bank is taking care of its short term, mid-term requirements. The Iraig term credit is 
available through Rajasthan State Land Development Bank.
Interest rate of Dausa Central Cooperative Bank for Crop Loan :
A. Interest rate from Dausa Central Cooperative Bank to PACS 10% Annual
B. From Primary Agriculture Coop. Societies to farmer members.
(i) Upto Rs. 25,000 - 14% Annual
(ii) Above Rs. 25,000 - 15% Annual
Financial Scale for Short-Term Credit or Crop Loan :
1. Component A : Cash Loan direct to fanners
(a) For Kharif Crop - Rs. 5,4Q0/-per acre

For Rabi Crop - Rs. 3,600/-per acre
Rs. 9,000/-

2. Component B - in kinds i.e. inputs of crop like seed, fertiliser etc.
(a) For both Kharif and Rabi crop - Rs. 1,100/- per acre

Total maximum credit Umit is Rs. 20,000/-

Interest rate of R^asthan State Land Development bank

A n n e x u r e V

S. No. Volume of Credit Rate of interest
1. Upto Rs. 25,000/- 14.00%
2. More than Rs. 25,000 upto Rs. 2 lakh 15.00%
3. More than Rs. 2 lakh

(a) Agriculture Loan
(i) Small irrigation puipose 15.00%
(ii) Other than small irrigation puipose 16.00%

(b) Non-agricultural loans
(i) More than Rs. 2 lakh 16.00%

49



REFERENCES

Farm Forestry in South Asia 
N.C. Saxena and Vishwa Ballabh

Potential Linked Credit Plan 1995-96, Dausa - NABARD, Jaipur.

Potential and Community Forestry 
Gerald Foley 
Geoffrey Barnard

Practical Problems of Tree Planting (Paper) by B.S. Rawat

Annual Report of National Cooperative Union of India, New Delhi 1994-95.

8th Five Year Plan - Distt Dausa (1992—91) Govt of Rajasthan.

50



TENTH ICA/JAPAN TRAINING COURSE FOR 
STRENGTHENING MANAGEMENT OF 

AGRICULTURAL COOPERATIVES IN ASIA 
INDIA, MALAYSIA AND JAPAN 

October 18, 1995 to April 20,1996

Title o f Project ; Village Breeding
Dairy Cow for Small Holder’s
K.U.D “SETIA KAWAN” NONGKOJAfAR

Country ; INDONESIA

Project Prepared by . ANDY SATYANA

Funded by the Government of Japan
(Ministry of Agriculture, Forestry & Fisheries)

and
Executed by the ICA in collaboration with its Member Organisations

in India, Malaysia and Japan

ICA Management Training Project for Agricultural Cooperatives in Asia 

INTERNATIONAL COOPERATIVE ALLIANCE

Headquarters:

15 Route des Morillons 
CH-1218 Grand Sacoimex 
Geneva, Switzerland

Regional Office fo r  Asia & Pacific:

'Bonow House'
43 Friends Colony (East)
New Delhi 110 065, India



C o n te n t s

A c k n o w le d g e m e n t 

C h a p te r I .  S u m m a iy

I I .  B a c k g ro u n d

I I I .  P ro je c t

I V .  D e ta ils  o f  O p e ra tio n

V .  O rg a n iz a tio n  a n d  M a n a g e m e n t

V I .  F in a n c ia l A n a ly s is

V I I .  B u d g e t

V I I I .  R e c o m m e n d a tio n

A p p e n d ic e s



A c k n o w le d g e m e n t

I would like to express my gratitude to ICA-ROAP and Japanese 

Government which provide me this good chance to learn on Management 

Agricultural Cooperative in Asia region.

And I would like to thank Mr. Daman Prakash, Project Director of this 

programme, Mr. Ganesan and other staff of ICA ROAP, Prof G. Krisnamurthy 

and his faculty of IRMA for the successful obtain of training.

Through the Training Programme, I would gain lots of knowledge and 

supportant concepts to improve management of agricultural cooperative.

I am also grateful to the DEKOPIN, including staffs and to 

Mr.H.NURWYNDHO, SE for giving me good opportunity ^ d  supporting very 

much in preparing this project.

FEBRUARY, 1996 

ANDY SATYANA 

NONGKOJAJAR, 

PASURUAN 

INDONESIA



C h a p te r  I  S u m m a ry

1.1. Project

The name of the project : Village Breeding for Small Holder in Village 

Unit Cooperative (K.U.D.) “Setia Kawan” Nongkojajar. The project is a 

small part of dairy cow aspect, but has basic system for dairy farming.

1.2. Objectivities:

a) increasing farmers income

b) replacement dairy stock

c) reducing dependent imported heifers

1.3. Benefit to the members ;

a) give potent genetic material of cows for dairy farming to produce much 

more miUc

b) encouraging to the farmer to produce elite calves

c) reducing fund from imported heifers

d) efiBciency

1.4. Benefit to the cooperative :
a) increasing activity on all of unit management and department

b) increase milk production



1.5. Investment and The Source of Fund

The total investment needed Rp. 22.037.000 which is proposed to be 

financed firom commercial bank with interest 19 %.

1.6. Resulted of Finance Analysis

Pay Back Period = 1 year 

Break Event Sales = Rp. 11.823.000 

IRR =210.24%



C h a p te r  I I  B a c k g ro u n d

2.1 Overall Situations

Village Unit Cooperative (KUD) “Setia Kawan” was established on 

December 31, 1977 as the result of amalgamation of 8 primary coop in village. 

Status as primary coop was given on August 2, 1978 and was changed to KUD 

since February 21,1990, at the moment has about 7500 members.

The working territorial covers the area of district Tutur, while its office in 

Wonosari. District Tutur - Nongkojajar is under the Regency of Pasuruan. 

Located at western slope of Mount Tengger at the height of 400 - 2000 m. 

above se level.

The average of rainfall 3650 mm. per annual, the lowest temperature 16 

centigrade, the highest 25 centigrade. District of Tutur covers an area of 94 km  ̂

consist of 12 villages.

Its location is 85 km. far from Surabaya, 45 km. from Malang and 65 km. 

from Pasuruan. Animal husbandly has known especially Dairy Cow often 

introduced by The Dutch in 1911. At that time Dairying was provided fresh milk 

to European who lived in Nongkojajar,



Main activity of Milk Production (general)



Table 1 Dairy Cow small holder condition

Item at present

1. Farming

- scale of business

- productivity

- breeding

ownership 3-4 head / homehold

average 10 kg /  head / day

not yet both Union of 

Indonesian Dairy / Private 

Company

2. Processing / Marketing

- Milk Coop Scale

- Milk Product

60 % production scale of KUD 

less than B.E.P. i.e. < 5000 

Liter/day

Milk Powder, Sweetened Milk, 

Liquid Milk (UHT/ Sterihzed, 

Pasteurized)

Union o f  Indonesian Dairy Cooperatives (GKSI)



Table 2 Dairy Development 1979 - 1994

Item 1979 1994

1. Daily Population 94.000 head 338.000 head

2. Milk Production Ratio 

Domestic: Import 1 ;20 1 :2

3. Number of Cooperatives 11 207

4. Milk Processing Industry ( MPI) Repacking Finished

Product

Union of Indonesian Dairy Cooperatives (GKSI)



Table 3 PROBLEM

Production (P)
Trends production 
of Imported dairy
cows

Trends production 
of local Dairy 
Cows (Ic)

M (Management)

M3

Relationship of Management and 
Daily Cow Production (M-P)

M l
Ic< L c

M2
Ic = Lc

M3
l o L c

Management Aspect of Dairy Cows

• Production
- Stock 
-Feed 
-Health
- Maintenance
- Reproduction

•  Economic Aspect
• Social Aspect

Source : Directorate General o f Animal Husbandry



Table 4 Production Cyclic Througji Milk Agrobusiness Approach

COOPERATION
AGRIBUSINESS APPROACH

PRODUCT
SUPPORT

CULTURE PROCESSING MARKETING

MPI

SECONDARY 
COOP 
(GKSI)

1

HEMrra

CONSOLroA- 
TION STEP

STOCK:
-CERTMCATE
-AHI.
-E.T.

FEED:
-MINI Feed 
Mill

-NES-FEED

HEALTH:
-MASTITIS
-HEALTH-
SERVICES

A. COW 
REPLACE
MENT

B . K U D  
PRODUCTI 
-ON

1. SIMPLE MILK 
PROCESSING

2. HOME 
INDUSTRY 
PROCESSING

(AGROINDUS
TRY)

TO SHCaiTEN;

1.MARKETING

2.BANKING 
SERVICE

Source: Directorate General of Animal Husbandry



Table 5 Strategic Approach (Special)

Development of New Center Village Breeding

Principle Analysis Policy

• Continous 

Resources 

Principle

Calculation
item

Birth Rate
Death rate
Natural Increase
Slaughter rate
Foundation stock
Net increase

%
36.5

31.5
11.7
0.0
19.8

Directorate General of Animal 
Husbandry of Indonesia, 1993

Improving Dairy Cow 
B ii^  Rate:
- AI, ET, FEED, 

Health,Sterihty 
Control 

Selection Programme 
Daily Stock 
Improving 
Management Small 
Holder and Dairy 
Coop
Productivity Target; 
10 kg / head /  day— » 
15 kg/head/day

• Supply - Demand 

balance principle

Supply - Demand
Milk
Demand(1994) 
Supply (1994)
Imported Milk
Total Milk Ratio 
Milk Ratio (MPI)

000 ton
865.0
307.0

558.0
1 ;2.3 
1 :2.9

♦ Controlled Mixing 

ratio mechanism until 

2005

•  Reducing 

dependence of 

Imported dairy 

cows principle

Replacement demand 

5000 - 10,000 head /  year 

Replacement 1987 -1994  

full filled fi-om imported

♦ Development of New 

Center Breeding 

Village through Ehte 

stock (5%)

— Foundation stock 0.5%

— Breeding stock 1.5%

— Commercial stock 3 %

Source : Directorate General of Animal Husbandry of Indonesia, 1995
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2.2 Area of the project

The working area of K.U.D. “SETIA KAWAN” covers 11 villages and 

the district of Tutur population more than 42,000 people, on Wednwsday, May 

16, 1979. The co-op created collaboration with Nestle in Warn, Sidoaijo. The 

first delivery was 349 kg of fi'esh milk and now production has reached 64000 

L/Day.

The co-op business units which are; milk, credit saving, shop, feed mill, 

horticultural, rearing and electricity; pattern I

2.3. Problem faced by farmers

The main problem are technical and management aspects, so difiScult to 

improving productivity on average herd. The problems are follows :

1. Non comparing overhead cost between low and medium productivity 

cows (less than average herd production)

2. Limited area for Pasturage to produce input supply for Dairying.

3. There are no method to reach peak production.

4. Difficult to be guidance.

5. The price of input supply more than of output.
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Dairy farming - village breeding by small holders gave incomeevery 10 

days comparing than other agricultural product. Supplying the working area and 

thousands of worker with different education and discipline are needed and 

equal developments their results. Although co-operations founded as the place 

for economic struggle to increasing the members income, but the advantage for 

community neighbor is very big.

2.4. Need and justification of the project

12



C h a p te r  I I I  P r o j e c t

3.1 Objectives

The main objectives of the project are to developing breeding village for 

small holder through:

1. To developing flock - dairy herd population as foundation, breeding 

and commercial stock of Dairy Cows which has high viabiUty in 

certain area

2. Producing Dairy Cows as replacement stock to reducing dependent 

from imported

3. Improving average Daily Herd population in K.U.D. “SETIA 

KAWAN” Nongkojajar.

3.2 Area of operation

The area of the project are 10 villages i.e. : Wonosari, Gendro, Tlogosari, 

Blarang, Kayukebek, Andonosari, Pungging, Kalipucang and Sumberpitu.

a. Procurement

1. Heifers-cows provided by farmers

2. Services:

-  Artificial Insemination : Elite straws frozen semen

-  Animal Health: Reproduction and Sterility Control
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-  Technical assistance and guidance support by K.U.D.

b. Operational Activities

1. Shaping - Forming Herd Elite Cows depends daily production 

(H.E.C.)

2. Grading - Rank performance.

3. Determinant population of Herd Ehte Cows (H.E.C.), (Lactating 

and diy period)

4. Selected H.E.C. (3) including area Key Farmer Breeders (K.F.B.)

5. Recording and Monitoring calves from H.E.C.

6. Adjusting and Monitoring calves distribution (5)
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CULLING^

AI
CENTRE
G.K.S.I.
NESTLE

SYNOPTIC NETWORKING 

VILLAGE BREEDING 

K.U.D. “SETIA KAWAN” NONGKOJAJAR

DAIRY COWS MEMBERS 
OF K.U.D. SETIA KAWAN

(1)
NON
ELITE ELITE
COWS COWS

(2)

KFB KbB KFB

GRADE “A"

CALVES (3)

■VP

MILKRAY
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C h a p te r  I V  D e t a ils  o f  O p e ra t io n

4.1. Capacity

Determinatmg number of herd elite cows can be done after total member of 

daily cows has been count both lactating and diy cows. The nimaber of both has 

been limited at end of 1995 condition i .e .: 8000 head, its to mantain balance of 

lactating and dry cows (88% : 12%)

Assumption Annual number of dairy stock for Replacement

item number

(head)

a number of dairy cows 8000

b replacement stock demand a year ( 20% x 8000 ) 1600

c number of elite cows ( 30% X 1600) 480

d number of calves (female) 50% 480

e number of calves (male) 50% 480

f death rate 3% ( 0 . 0 3 x 4 8 0 x 2 ) 30

g birth rate of elite cows (d  + e + f ) 990

h number of elite cows provide
100

( calA/ing rate 70 % ) —  ;s990 1400
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Tlie above schedule present number based on volume of production and 

sales projected will follows :

1) year 1 = 840 head (60  % )

2) year 2 = 980 head ( 7 0 % )

3) year 3 = 1190 head ( 8 5 % )

4) year 4 = 1400 head ( 1 0 0 % )

4.2. Implementation

Activities

Time

required

(days)

Immediate

predecessor

a internal decision making 30

b monitoring, evaluating, recording and 

processing data

90 a

c draft design organization and management 60 b

d recruting employees and educating 30 c

e procure equipment 30 c
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4.3 Procurement stock and equipment

Dairy cows has need for replacer stock 1400 head a year. Mother cow 

(8000 head) obtained from farmer - breeder.

Year -------------*• 1 2 3 4 5

1 Dairy cattle provide as mother 

cows - selected (head) 386 1035 1256 1477 1477

2 Artificial Insemination 2 x (service 

per conception 2 - straw dosage) 1772 2070 2512 2954 2954

3 Liquid Nitrogen per year (Liter) 450 528 635 747 747

Resulted of the village breeding project as ehte calves will be rearing heifers 

by farmer-breeder as replacer stock (candidate of mother cows) and male calves 

will be rearing outside of area as milk ray
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Developing village breeding for stock replacement to increasing 

productivity of cattle and income farmer-members, the integration activities of 

the project will be implemented as follows.

4.4. Integration of activities
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4.5.1. Location

Location o f the village breeding are spread in 11 villages formed as Key 

Farmer Breeder area. The topographical location is :

1) Heigt 400 - 2000 meter above sea level with temperature 16 ®C - 25 ° C

2) The water supply (installation boring land - water resources)

3) The distance 1 km. - 9 km.from headquarter K.U.D.

4.5.2. Basic measurements of village breeding - cows project

1) Land for green grass - roughage own by members; regional state own 

enterprises (running continuous - intensive)

2) Stable

3) Heifer - cows

4) Water Supply

5) Yield Production - milk only record

6) Breeding - outcrossing

7) Body Condition Scoring

8) Normal sex - behavior

9) Other facilities as input supply by cooperative :

a) Chilling Unit

b) Quality Control

c) Trucks transfer tank

d) Feed concentrate

4.5. Operation

20



e) Elite straw frozen semen

f) Storage container (Liquid Ni)

g) Operational container - small

h) Technical services

4.5.3. Technical parameter of the Breeding Village
Dairy cows

1) Imported FH as mother cows

2) Non reproductive disorders

3) Average herd production = 6100 L/year

4) Calving interval = 14 months

5) Lactation period = 305 days

6) Non return rate > 1 0 %

7) Service per conception <2

8) Productive hves cows until sixth lactation, vwll run goes down (useful 

lives)

4.5.4̂  Loan
The expenses on Village Breeding need loan for working capital. 

The credit are coordinated by K.U.D. with the provision

a) Type of credit : commercial credit (19  %)

b) Time period : 2.6 years

c) Capital expenditure : Rp. 24.250.000

d) Grace period : 1 year
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a) Storage container 2 x 8.000.000 ( 12.5 % )

b) Operation container 10 x 200.000 ( 20 %)

c) AI - gun 10 X 70.000 (20  %)

4.6. Input Supply Cost and Depreciatuion

4.7. Marketing

Selling prices of calves (2 months) assumpt will increase average 5 % 

considered market value Rp. 290.000 (female), Rp. 360.000 (male).
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C h a p te r  V  O rg a n iz a t io n  a n d  M a n a g e m e n t

5.1. Management Policy

•  Project activity will add work activity without change organization 

structure

• Project activity will increase capacity of each unit, department and 

agent individu match with coordination line instruction

• Each unit and department conduct activities autonomly on condition 

that match with their authority

5.2. Classification of Management

The function of management will be classified as follows

1. Administration

2. Accounting and finance

3. Procurement of stock

4. Quality Control and Technical Services

23



5.3. Organization Chart

The project will add work activity for the operation of village breeding, the 

chart will be as follows :

instruction line 

coordination information line
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5.4. The structural operation
Village breeding project on Key Farmer Breeder Area

: guidance 

; information
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5.5. Economic aspect as income of cooperative on Village Breeding Project

Input supply and Technical services
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Chapter VI Financial Analysis

6.1. Selected Financial data

Years --------------► 1 2 3 4 5

• Pay back period

• NPV(Rp.OOO)

• LR.R

• Sales (Rp. 000)

1

210.24

11.823 13.973 13.907 13.272 13.237

6.2. Cost Analysis

The annual expenses will be classified into Variable Cost and Fix Cost

Year Variable Cost Fixed Cost Total

1 26.643 10.699 37.312

2 36.172 12.462 48.634

3 47.973 12.342 60.315

4 61.920 12.241 74.161

5 68.552 11.596 80.148

6 75.185 10.903 86.088

7 82.466 10.316 92.782

8 90.465 10.705 101.170

9 99.255 11.117 110.372

10 106.135 11.633 117.768

27



6.3. Cash Flow of The Project

Year

In Flow Out Flow Net

Cash

Flow

Sales

Revenue

Salvage

Value

Capital

Expenditure

Total Cost

1 245.700 - 51.127 104.336 141.364

2 326.282 - 60.736 130.599 197.683

3 417.199 - 73.024 168.302 248.897

4 516.695 - 91.393 210.295 306.400

5 550.436 - 99.156 225.534 324.902

6 577.961 - 107.628 240.123 337.838

7 606.860 - 116.878 255.373 351.487

8 627.199 - 124.974 271.612 365.587

9 669.058 - 138.016 288.960 380.096

10 687.952 - 145.950 302.679 385.273

Total •
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Chapter VII Budget

Y ear---------► 1 2 3 4 5

• Revenue (Sales) 245.700 326.282 417.199 516.695 550.436

• Cost 37.312 48.634 60.315 74.161 80.148

- Variable Cost 26.643 36.172 47.973 61.420 68.552

- Fixed Cost 10.669 12.462 12.342 12.241 11.596

• Profit before tax 217.662 266.624 345.674 430.844 449.856

• Tax 55.428 71.175 95.288 121.048 126.863

• Profit after tax 162.234 195.449 250.386 309.796 322.993
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8.1. The project is small part of daiiy cow husbandry aspect, but the basic 

system go to increasing income through increasing production.

8.2. The project will increase production through Artificial Insemination with 

giving potent genetic material of Elite Straw fi-ozen semen (top class bull) 

35 %, 65 % more are management and environment.

8.3. The cooperative supporting members with input farm supply and technical 

services.

8.4. Step by step the project will increasing of capacity to fulfill replacement 

stock demand, decreasing imported of heifers.

8.5. The project has opportunity to our core business, inter relation institution 

would give support and fiinds.

Chapter VIII Recommendation

30
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ÛJ

812! O ^  ’ci

► in COI r>. (D» ^  V-

fvi

o  ^  in
S <0 N

l« i ■qf T -

O  O <N
M to lO ui

aco 1
I s
8 i

&

a .

CO
CM

8 S 18CO ▼-
(0
Q

0>
8 S ? £gCO

g
oi

o  COO CO fM CO I

8
o

8  S  « §

I
Q C3) CM
s  ^ i

-

<Q S S i8CO ▼-
CO
p

1
COT-

S  CM ^
in
8

sN- O «  SCO CM
OCO

?
5m

o  m •»-o  CO

s 8 8 feCO tn T-
!

g o  o  o o
h-
od

SP cP ̂  in in
CM CM

^  B  c g

i ^ l  
O §  ■■§ C
S I &!■g j W O <
Q

b
C“*

oo

oin

zo



m M I®  “  ■<T T  5 eg rj !

■ss 'ii

gg'SSs0> <D S i P i I

5 S g § |

TO ®. I
sa ^ ^ i

i

i i « | i

8SS®S|

ococaioc

* in lo ««I «{

= W  ^  UJrs ' < S UJ 0̂
goBi“- D 111:





TENTH ICA/JAPAN TRAINING COURSE FOR 
STRENGTHENING MANAGEMENT OF 

AGRICULTURAL COOPERATIVES IN ASIA 
INDIA, MALAYSIA AND JAPAN 

October 18,1995 to April 20,1996

Title of Project W H O LESA LE D ISTRIBU TIO N  CEN TER 
IN S O U T H -E A S T E R N  A REA  O F SEOUL

Country ; REPUBLIC O F KOREA

Project Prepared by ; DONG YOUNG KIM

Funded by the Government of Japan 
(Ministry of Agriculture, Forestry & Fisheries)

and
Executed by the ICA in collaboration with its Member Organisations

in India, Malaysia and Japan

ICA Management Training Project for Agricultural Cooperatives in Asia 

INTERNATIONAL COOPERATIVE ALLIANCE

Headquarters:

15 Route des Morillons 
CH-1218 Grand Saconnex 
Geneva, Switzerland

Regional Office for Asia & Pacific:

'Bonow House'
43 Friends Colony (East)
New Delhi 110 065, India



Chapter 2. BACKGROUND......................................................................................4
2.1 Overall situation.................................................................................................. 4
2.1.1 Underdeveloped marketing...............................................................................4
2.1.2 Marketing improvement...................................................................................4
2.1.3 Construction of large scale wholesale markets............................................. 5
2.2 Area of the project.............................................................................................5
2.3 Problems faced by the existing wholesale market.......................................... 7
2.4 Need and Justification for the project.............................................................. 8

Chapter 3. PROJECT.............................................................................................. 10
3.1 Objectives...........................................................................................................10
3.2 Advantages and disadvantages of the WDC..................................................11
3.2.1 Price.......................................................................... .......................................11
3.2.2 Quality............................................................................................................. 11
3.2.3 Convenience.....................................................................................................11
3.3 The difference between WDC and wholesale market...................................12

3.4 Analysis of producing and consuming ares................................................... 13
3.4.1 Producing area................................................................................................ 13
3.4.2 Consuming area.............................................................................................. 13
3.5 General operation of wholesale distribution market....................................... 14
3.6 Channel of procurement and marketing.......................................................... 15

Chapter 4. DETAILS of OPERATION..................................................................16
4.1 Capacity of the wholesale market................................................................... 16
4.2 Implementation schedule of market................................................................. 16

Table of Contents

Chapter 1. SUMMARY.................................................................................................... 2



Procurement of products.................................................................................. 18
4.3.1 Agro-fishery products....................................................................................18
4.3.1.1 To select the strategic products................................................................ 18
4.3.1.2 Designation of exclusive trade member cooperative.................................18
4.3.1.3 Quality control............................................................................................. 18
4.4 The decision of sales price of the WDC....................................... 20
4.5 The price destruction strategy of the WDC.................................. 20
4.6 Sale of products................................................................................................21
4.7 The cargo work and delivery of the WDC....................................................22
4.8 Promotion........................................................................................................... 23

Chapter 5. ORGANIZATION and MANAGEMENT............................................ 25
5.1 Management policy........................................................................................... 25
5.2 Organization chart.............................................................................................25

Chapter 6. FINANCIAL ANALYSIS.................................... ................................27
6.1 Basic assumption.............................................................................................. 27
6.2 Investment of the project.................................................................................29
6.3 Fund source.......................................................................................................29
6.4 Cost analysis..................................................................................................... 30
6.5 Cash flow of the project.................................................................................. 31
6.6 Working capital requirement............................................................................ 31
6.7 Selected financial data......................................................................................32

Chapter 7. BUDGET...............................................................................................34

Chapter 8. RECOMMENDATIONS....................................................................... 35



ACKNOWLEDGEMENT

First of all, I would like to express my gratitude to ICA ROAP and 
Japanese Government which provides me this very good opportunity to learn 
about the agricultural cooperative movement in Asian region.

I

In addition, Mr. Daman Prakash, Project director of this program, Mr. 
Ganesan and other staffs of ICA ROAP, professor G. Krishnamurthi and his 
faculty of IRMA had much trouble in helping and sincere teaching for the 
successful gaining of training objects.

Through the training program, I could gaining lots of knowledges and 
important concepts to improve management of agricultural cooperatives. And I 
could exchange very useful experience with the other participants from 12 
countries in Asia. Moreover I could enjoy sharing the real friendships with the 
participants during the training course in India.

I am also grateful to the NACF, including the staffs of my department, for 
giving me this useful opportunity and supporting very much in preparing this 
project.

Finally, I would like to thank my wife, Hyunok Choi, and my children, 
Sanho and Sandul for their patience and support during my four months of 
oversees trip and two months of preparing this project

February, 1996 
Dong Young Kim 
NACF, Seoul, Korea

-  1 -



Chapter 1. SUMMARY
The project is to construct the Wholesale Distribution Center(WDC) in 

East-southern area of Seoul, which is the capital of Korea. It will be 
implemented and run by NACF.

The objects of this project are to increase the income of member farmers 
by widening market channel, reducing distribution cost and assuring 
remunerative price.

 ̂ The target groups of this project are farmers, forwarding organization, 
freight house, packing center, vegetable & fruit processing center, rice 
processing center and farm product processing plant.

Total investment of the project is 82,794 million Won (US$ 106 million).

* The sources of fund are subsidy(51,000 million Won) and long-term 
loan(6,000 million Won) from government, and NACF' s own capital(25,794 
million Won).

The capacity of the project is to deal with 1,918 million Won of products 
a day which means 633,220 million Won a year (330 opening days).

o The amount of sales in the first operation year is expected to 180 billion 
Won.

For the convenience of the customers, WDC provides one-stop shopping. 
WDC sells various products such as vegetable & fruit, grain, livestock & 
fishing, processed food, and commodities, etc.

* WDC procures agricultural produce from all around the country.

Major customers are households, retailers, supermarkets, restaurants, etc, 
which are situated within a radius of 10km from the WDC.

The result of financial analysis of the project are as follows.
Payback period is 9.49 years, IRR is 7.27 %, weighted average cost of

-  2 -



capital is 3.33 %, NPV (3.33%) is 24,226 million Won. They show the financial 
viability of the project during the period, which will be 11 years including 1 
year of construction.

The procurement of subsidy and long-term loan from the government will 
be the crucial key to the success of the project.

The major facilities are as follows ; 
gathering & delivering place, small packing room, cold storage warehouse, 

machine room, conference room, computer room, restaurant, and office, etc.

120 persons will be employed as a regular workers and 150 persons are 
employed temporally at the first year of the project.

o Construction period will be about 1 year from July 1, 1996 to June 30, 
1997.

The support of government such as providing subsidy, long-term loan & 
issuing certificates, permitting of wholesaler, etc wiU be required.

Computerization is necessary for the efficient operation of WDC. The 
effects of computerization in WDC are as under ;

-  Keeping appropriate stock
- Reduction of distribution cost by automatic issuing and receiving of 

order
- Collection and distribution of various information including price and 

stock between the place of production and consumption.
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Chapter 2. BACKGROUND
2.1 Overall situation

2.1.1 Underdeveloped marketing
The agricultural market in Korea is relatively underdeveloped. Private dealers 

dominate the collecting activities, cooperative marketing is in its early stages, 
modernized wholesale markets are few, traditional retail and quasi-wholesale 
markets are prevalent, ununified varieties in packing, lack of grading and 
standardization, underdeveloped infrastructures including road facilities, 
gathering, storing, and distributing channels.

Marketing stages vary depending on the commodity, time, and region. The
general channels for agricultural products are : producers----assemblers------
brokers ----  wholesalersdarge markets) —  jobbers —
retailers(supermarkets)----and consumers. The presence of well-established
supermarkets and large-scale retailers is increasing in large cities. The 
problem is that consumers frequently use neighbouring dealers, who are 
regarded as inexpensive. Most of the products transacted by these dealers are 
not checked for food safety and evade regular marketing profits.

2.1.2 Marketing improvement
The government has implemented various programs to improve the 

agricultural marketing structure. Government policies aimed at protecting 
consumers and producers, and contributing to price stabilization and balanced 
economic growth. The major policy direction of agricultural marketing 
improvement are as follows : (1) to ensure a free, competitive market system, 
wherein prices are determined by the supply and demand mechanism, and 
competition prevails among traders, marketing firms and marketing channels, 
(2) to focus on fair competition in the private sector and on improving social 
infrastructure, and (3) to establish optimum allocation and distribution channels 
for perishable food products at minimum costs.

*

In 1994, the government issued a general and widespread plan ‘Marketing 
Reform Policy’ to improve agricultural marketing in several ways. The focus 
on the marketing policy was to restructure marketing channels which had 
been considered underdeveloped. To meet the rapidly increasing agricultural 
marketing, it is necessary to establish modernized marketing system. Behind
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the government plan lay the belief that current tools, methods, and programs 
were no longer effective to meet the rapidly changing market situation.

The plan stressed improved efficiency and considerable improvement in 
marketing channels. For example, a compulsory auction system in the 
government-financed wholesale markets was implemented and some of the 
remaining government restrictions were removed. In addition, direct transaction 
from production to consumption area was carried out with some of the 
commodities. By 1998, the government will establish 34 public wholesale 
markets across the nation. Also, some amendments of the Agricultural 
Marketing Improvement and Price Stabilization Act were included in the plan.

2.1.3 Construction of large scale wholesale markets
To enable the marketing network to handle the increased volume and variety 

of agricultural products, the government is modernizing markets. Construction 
of modem market seems to be the most important factor in Korea to ensure 
successful marketing activities. By 1994, there were 47 wholesale markets and 
127 public auctions, although most of them are old fashioned, and 
underdeveloped. Several modem markets equipped with developed facilities 
including an auction system, and an automatic distribution center were 
completed in recent years. According to the long term marketing improvement 
plan, more large-scale markets are still needed for successful marketing.

2.2 Area of the project
The population of Seoul is about 11 million as of 1995. The population of 

capital area including Seoul is 19 million, which stands the 4th largest city in 
the world in terms of population.

The government has a plan to set up 16 wholesale distribution centers in 
the country. Among them four WDCs will be set up in east-southern, 
east-northern, west-northem, and west-southern area of Seoul.
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The population of each area in Seoul
(unit : thousand)

Year East-southern 
area

East-northern
area

west-southern
area

West-northern
area Total

1992 2,217 3,575 3,563 2,022 11,377

1993 2,199 3,570 3,476 1,983 11,228

* The population of each area includes only that of Seoul.
Source : '94 Administration of Seoul city.

 ̂ The amount of consumption of agro-fishery produce in each area (1993)
(unit ■' thousand ton)

East-southern
area

East-northern
area

west-southern 
area

West-northern
area Total

Green stuff 784 1,274 1,133 708 3,900
(Vegetable) 552 896 797 498 2,744
(Fruits) 232 338 336 210 1,156

Fishery 163 266 236 148 814

Flesh & meat 41.7 67.8 60.3 37.7 207.6
(Meat) 13.2 21.4 19.0 11.9 65.6
(Fork) 28.3 46.4 41.3 25.8 142.0

Source : Estimate of the KIET(Korea Industrial Research Institute)
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The status of market in each area
East-southe 
rn area

East-northe 
m area

west-southe 
m area

West-nor the 
m area

Retail market 
& shop

Market 80 89 99 102

Shop 12,634 9,961 10,603 34,414
Department 
store &
shopping center

No. of site 15 8 15
No. of store 4,417 1,470 1,561 2,684

Wholesale
center

No. of site
No. of store 1,249

Chainstore Headquarter 17 13 23 10
No. of store 1,278 1,461 4,184 4,069

Restaurant 16,251 17,806 16,817 33,754

Source : Estimate of the KIET(Korea Industrial Research Institute)

2.3 Problems faced by the existing wholesale market
Even though the existing public agricultural wholesale markets are 

constructed by subsidies from the central government and self-governing 
bodies, they has failed to function as expected by the government and 
farmers.

The problems exist in the wholesale market are : (1) Distribution cost of 
19.3% of wholesale market is regarded as high. (2) They are practicing unfair 
transaction and evade taxes. (3) Because produce is packaged in consuming 
area, garbages entails environment problem in urban area.

There are also several change of environment which will adversely affect 
the distribution market in Korea as follows ;

Complete opening of chain store enterprise are expected from January 1, 
1996 under the schedule of distribution market opening policy.

Huge distribution companies are preparing to launch in Korea.
-  About 10 companies including Wal-Mart, the first largest distribution 

company in the U. S, K-Mart, the second largest one in the U. S., Daie, the
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first largest one in Japan, and Kapu of Netherlands are hastening to begin the 
business in Korea.

- In view of geographical condition, national income and consumption level, 
Korea is liable to be a battle field of foreign distribution companies.

- Foreign distribution companies may attack Korean market with not only 
imported industrial products but primary products.

2.4 Need and Justification for the project
To solve those problems faced by the existing wholesale market, it is 

essential to construct the new wholesale distribution center.

It is expected to be impossible for NACF to survive the foreign competition 
only with primary agricialtural products. So NACF has a plan to set up WDC 
which is dealing not only primary agricultural products but also processed 
goods and commodities.

On the other hand, NACF regard the WDC as the one of the breakthrough 
to construct the basis of self-sustaining in the field of economic business 
when the prospect of banking business is not bright due to liberalization and 
internationalization of banking business sector (NACF composed of banking 
business and economic business).

In the long run, NACF is going to provide 40 million of aU the city people 
in Korea with commodity and primary agricultural products.

By building new distribution system, which is different from the existing 
public wholesale market, and widening the distribution channel, NACF could 
construct good will competition and complementary system with the existing 
system and will lead to the future-oriented agricultural fishery products 
distribution innovation.

Reducing the marketing stages by directly linking between producer 
organization and retailer will make NACF (1) to raise producer's receiving 
price by eliminating the middleman and stabilize price in consuming area and
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(2) to stabilize the income of farmers' and fishermen's through the 
stabilization of the price of the agro-fishery products. (3) and will make 
farmersto adjust the amount of production and shipment, because the change 
of the demand pattern of consumers are directly delivered to the producers.

It is possible to construct the consolidated distribution system by linking the 
production site distribution facilities such as freight house, vegetable & fruit 
processing center, and packing center, etc.

- They can enhance the marketing negotiation power, because they can 
reflect the producer's opinion in the process of the price determination through 
the 'transaction on reservation' with the production site distribution facilities.

-  Farmers are able to receive the information quickly through the 
computerization of the order and deliverly of the agro-fishery products.

It is possible to adapt the change of the environment of the distribution 
market by introducing the advanced marketing techniques in preparation for 
the market opening of the agro-fishery products distribution industry.

- To raise the competitiveness of the domestic products by mailing the 
agricultural produce into industrial products through standardization, grading 
and packing of the agro-fishery product.

-  To prepare for the rapid change of business status of retailer from 
wooden board, small store, and peddling to department store, supermarket, 
and convenience store.

To satisfy the varied consumer's need by setting up a distribution system 
performing wholesale and retail function, and dealing processed food and the 
necessaries of life besides primary agro-fishery products.
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Chapter 3. PROJECT
3.1 Objectives
The main objectives of the project are to widen the market channel and to 

increase the income of farmers by reducing the distribution steps from the 
current 5 - 6  steps to 3 - 4 steps, and thus returning more benefit to the 
farmers.

 ̂ Reduction of distribution step from 5 -  6 to 3 -  4
Reducing current distribution step of (1) producer (2)Agricultural cooperative, 

Gathering & delivery company (3) Wholesale corporation (4) Agent, vendor (5) 
Retailer store (6) Consumer, to the distribution steps under wholesale 
distribution of (1) Producer (2) Wholesale distribution center (3) Retailer (4) 
Consumer.

* Satisfying farmers and consumers by improving distribution structure, by 
saving distribution cost and by rationalizing distribution.

Reinforcement of competitive power against foreign distribution companies 
through mechanization and computerization of transportation, storage, cargo 
work of agricultural product.

Establishment of effective sales system by reservation sales

Reflecting producer's interest in the price negotiation stage by 
person-to-person transaction (within acceptable range to both producer and 
consumer).

Pursuing rationalization of management of retailers by supplying the 
product of agriculture, stockbreeding and fishery in the small package unit 
which meet the desire of consumers.

Utilizing garbages derived during the package process as a fertilizer at the 
farming land, as well as solving urban trash problem by standardized packing 
at the place of production.
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Contributing to the stability of price and providing consumers with the 
connivence of buying agricultural products by operating direct sale store.

3.2 Advantages and disadvantages of the WDC
WDC has many advantages and disadvantages over the conventional 

wholesale market in terms of price, quality, and convenience.

3.2.1 Price
On the traditional wholesale market, distribution margin is usually 19.3 % 

which is composed of 6% of commission for corporation, 12% of agent margin, 
and 1.3% of discharge cost. But on the WDC, the distribution margin is only 
6%. And especially the price can be greatly lowered when the bargaining 
power of commodities is well used.

However the WDC, as being a producer's organization, is difficult to form 
one-sidedly favorable price to the customers only.

3.2.2 Quality
The WDC can develop strategic product, using distribution facilities in the 

place of production. It also can possess facilities to keep freshness of the 
products such as transportation in cold temperature, cold storage, and 
temperature control.

As a disadvantage of WDC, agricultural cooperative has low mobility in the 
place of production compared with gathering merchandiser.

3.2.3 Convenience
The WDC has several advantages in terms of convenience.
(1) One stop shopping is possible for retailers because the primary products 

of agriculture, stockbreeding, fishery, rice, processed food, and commodities are 
furnished altogether in one place.

(2) It is possible to establish computer information network.

(3) It can satisfy the needs of customers by providing services such as 
automatic subdivision of goods, small packing by retailer's unit, and
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processing, etc.

(4) It can deliver the products without any delay caused by auction 
procedure.

(5) It can facilitate cargo work with enough parking area, deck system, and 
conveyer system.

But as a disadvantage, retailers might avoid using the WDC, fearing tax 
source is wholly exposed and can't evade the tax.

3.3 The difference between WDC and wholesale market

Distinction WDC Wholesale market Remarks

1. Opening, 
administration, 
management

Administered and 
managed by founder

Opened by : city 
Administered by : 
administration office 
Managed by : 
corporation of 
wholesale market

Unification of 
opening, 
administration 
and
management

2. Dealing 
products

Extended to processed 
food, grain, & 
commodities

Primary products of 
agriculture,
stockbreedrng and 
fishery

Enabling one 
stop shopping 
to retailer

3. Distribution 
step

The opener performs 
the role of corporation 
of wholesale market, 
wholesale dealer, and 
agent

opener

corporation of 
wholesale market

agent & wholesale 
dealer

Reduction of
distribution
step

4. Size of 
packing

Large packing or 
small packing

Large packing or 
no-packing

Rationalization 
of distribution, 
prevention of 
garbage 
pollution
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Distinction WDC
Wholesale
market Remarks

5. Forwarding 
person

Forwarding by previous 
issuing of order 
(restriction of forwarding 
person)

No restriction

6. Pricing Transaction of reservation 
& person to person Auction

Priced within the 
approvable range 
for both 
producer and 
consumer

7. Place of 
sale

Restricted to affiliated 
store, store run by NACF 
and stores of registered 
members

No restriction Solving of traffic 
congestion

8. Function of 
packing & 
processing

Simple processing, small 
packing

No packing & 
processing

Satisfying the 
needs of 
consumers

9. Distribution 
infoniiation

Using PC, FAX, or 
on-line POS

Telephone or 
mass media

10. Method of 
delivery

Cash & carry principle 
Delivery is possible with 
purchaser's expense

Transportation 
of goods is 
purchaser's 
responsibility

3.4 Analysis of producing and consuming ares
3.4.1 Producing area

WDC will procure agricultural produce all over the country.

3.4.2 Consuming area
It is situated within the radius of the 15km from the center of the Seoul 

city. Transportation is very convenient because it is near from the Yangjai 
Interchange of Seoul-Pusan expressway, Yangjai thoroughfare, and intersection 
of Hunrung road.

Since it is near from the resting place such as 'The wood of citizens', it is 
very convenient to induce the families visiting that resting place.
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The expected customer within the radius of the 10 km from the WDC are 
as follows ;

-  The whole area of Kangnam-gu, Seocho-gu, and some part of Songpa-gu, 
Dongjak-gu, Kwanak-gu, Yongsan-gu, Seongdong-gu, Seongnam-city, 
Kwachon-city.

-  It has 1,150 thousand family and population of the 3,580 thousand.

- There are 1,385 retailers near the WDC (21 department store, 765 super 
chainstore, 404 convenience store, 195 supermarket).

3.5 General oi)eration of wholesale distribution market
If NACF want to establish a wholesale distribution center, it should get 

permission from local government and be registered as a wholesaler.

By the regulation of NACF, the wholesale distribution center can pay in 
advance to the farmers maximum 150 days before, with no interest on 
condition that their agro-products should be brought to the wholesale 
distribution center.

The sources of the credit are ; 30% is loan from government (2% of annual 
nterest) and 70% is NACF's own capital.

The wholesale distribution center is usually open 330 days which means 2 
lay's off a month.
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Chapter 4. DETAILS of OPERATION
4.1 Capacity of the wholesale market
The daily capacity of fruit and vegetable is 900 ton and 347 ton respectively. 

And yearly capacity of those is 270,000 ton and 104,100 ton.

Parking capacity is unportant factor to consider in constructing the 
wholesale distribution center. If it has not enough space for parking, it can 
not perform such activities as collecting and distributing, especially during the 
peak time and surplus season.

So the parking space is defined by law according to use and scale of the 
facilities. By law these kinds of facilities are supposed to have parking space 
to accomodate at 500 cars. And the project, in reality, will be implemented 
with parking lot for 1,400 cars.

4.2 Implementation schedule of market
It will take 1 year or so to construct the wholesale distribution center. 

Details of the activities needed to implement the wholesale distribution center 
are as follows.
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Activities Days
required

Preceding
Activity

A Internal decision making 30

B Getting the Govt's support 30 A

C * Draft design of building and machinery 30 A

D Getting permission of market construction from 
the local govt(Considering the traffic effect, beauty 
of market etc)

30 C

E Main design of building construction 30 C

F Making a bid for construction
- Notice of tender
- Inviting tenders and field explanation

30 E

G  ̂ Building construction- 330 F

H Procuring activities (Promoting relationships with 
producers, etc)

150 F

I Setting up the machinery 30 G

J Recruiting employees 30 H

K Educating the employees for the operation of 
wholesale market

10 J

L Organizing the steering & planning committee 20 K

M Government's confirmation of construction 30 G

N Registration of wholesaler(Government's issue of 
wholesaler's licence)

30 M

0  ̂ Advertisement before opening 30 M
(See appendix 1 for more details of implementation duration)
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4.3 Procurement of products
WDC will buy products from forwarding organization, freight house, packing 

center, vegetable & fruit processing center, rice processing center, and farm 
product processing center, etc.

4.3.1 Agro-fishery products
4.3.1.1 To select the strategic products

WDC will select the strategic products of which sales amount on the 
wholesale markets and NACF supermarkets are the 100 largest. The number 
of the strategic products will be 100 at the first year.

4.3.1.2 Designation of exclusive trade member cooperative
WDC wiU designate the member cooperative which are producing the 

strategic products through reviewing the joint market.

If the product of which the amount of sales in the joint market are not 
much enough, WDC wiU designate the member cooperative by surveying the 
production site.

In designating the area, the criteria are (1) whether they have distribution 
facilities at the production site such as freight house or packing center, and
(2) the organization of producers are working actively.

The designation unit is member cooperatives, but when necessary WDC will 
designate farming company or a group of cultivator of a crop as a designation 
imit.

4.3.1.3 Quality control
To ensure good quality, WDC will grade the produce, inspect grade quality, 

and pay the price in a pool.

There are three types of joint grading according to the products.
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farmer freight house packing center cooperatives

typel

harvest 
* manual 
grading 
individually 

packing

grading by 
representatives of 
farmers
0 grading by 
cooperatives

-

pay in a pool

type2 * harvest Joint grading 
manually 
 ̂ packing 
grading by 

cooperatives

-

pay in a pool

type3 harvest

.

mechanical
grading

packing

* pay in a pool,

Inspection is performed by representatives from farmers first, and then by 
cooperatives. If grading is to be performed by machines, manual inspection is 
omitted.

After inspection, they transport the product with the same grading one. 
They pay the price in a pool, if the grade is same.

4.3.2 Industrial products.
WDC will 300 items of select strategic products by the ABC analysis 

according to the analysis of NACF supermarket data.

And WDC will develop private brand item based on the following criteria.
(1) High frequency product in use (2) Product of simple in use (3) Low 

price products (4) The product without top brand.

The products WDC will order automatically are (1) The products designated 
as strategic products. (2) The products expected to be sold above a certain 
amount daily. (3)The products requiring stock at all times to prevent out of
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stock.
4.4 The decision of sales price of the WDC
The WDC will adopt 3 kinds of transaction methods 

transaction on consignment, and transaction on reservation.
self transaction,

The method of sales price decision for each method of transaction

Distinction Contents

self transaction
Merchandiser judges and decides price on the basis of 
expected quantity of the product and market condition

transaction on 
consignment

The price is settled by the negotiation with buyer on the 
basis of wishing price of producer, auction price of 
wholesale market and market condition

transacti 
on on 
reservati 
on

quantify
reservation

The quantity is settled at the time of contract with 
flexible price(within 10% of difference with auction price 
of wholesale market). The price is settled at the time of 
delivery under the pricing method of transaction on 
consignment.

price and
quantity
reservation

The price and the quantity of merchandise is settled the 
time of reservation. In this transaction price is settled by 
the pricing method of transaction on consignment within 
5% of difference with auction price of wholesale market.

4.5 The price destruction strategy of the WDC
Price destruction is the radical cutdown(usually 20 - 50 %) of the price of 

goods to the extent that can destroy the existing price system by reducing 
the cost of manufacture or distribution.

Discount store was successfully settled in the U.S. due to the economic 
depression in 1980s and intensified international competition after the end of 
Cold War, stability of international price of raw material, and market opening.
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Price destruction can be realized (1) by cutdown of buying cost through 
unified buying and development of P.B.(private brand) goods and (2) by 
reducing of distribution cost through reduction of distribution step, cutdown of 
facilities investment, and saving management expense.

Price destruction strategy of NACF are as follows ;
- Unification of goods supply window (1) by unification of the functions of 

sales distribution and buying distribution and (2) by central distribution center 
controls the WDC.

- Reduction of buying price through active development of merchandise (1) 
by active development of P.B. goods in the field of commodity and (2) by 
making the most of packing center in the place of production in the field of 
agricultural products.

-  Reducing 3 - 4  steps of distribution through direct transaction with the 
place for production.

- Piirchasing the land in a low price and minimizing investment in such a 
way as to omit interior design of the building.

-Computerization and mechanization of the distribution of items and 
introduction of cash and carry principles.

4.6 Sale of products
WDC's main customers are independent retailers, headquarters of chainstore, 

restaurants, and delivery companies. WDC procures agricultural produce by 
receiving orders by them and sells them on the basis of cash and carry.

(1) Independence retailer
They are usually managed by couples with vehicles of their own. Personnels 

of the WDC perform sales promotion in person.

(2) Headquarter of chain supermarket
WDC will supply goods by consortium or contract. And reservation,
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receiving and issuing of order are dealt by computer. WDC will takes charge 
of the delivery to the depot of headquarters of chain supermarket.

(3) Restaurants
There are approximately 60 thousands of restaurants in Seoul. Products of 

Agriculture, Stockbreeding and Fishery Supply Center Ltd. (invested by 
Central Association of Restaurant Business) will take charge of delivery.

(4) Delivery companies
Approximately 100 delivery companies are now running for hotels, hospitals, 

and public restaurants. WDC will accomodate these companies in the WDC 
under the condition of providing officers, etc. and making them deliver instead 
of WDC.

4.7 The cargo work and delivery of the WDC
The procedures of cargo work according to the packing unit are as follows.
(1) Agricultural products transported by the unit of pallet
Vehicle--------------------------- -------------- > forklift truck

(2) Agricultural products transported by the unit of box
Vehicle ----> conveyer b e lt----> palletizer---- > forklift truck

(3) Agricultural products transported without packing
Vehicle —> putting into vessel —> conveyer belt —> palletizer —>forklift

truck

To reduce the cost of transportation, WDC will found subsidiary firm.
Under the principle of cash & carry delivery, customer is responsible for 

transportation. But for the convenience of the customer, WDC will consider 
setting up a subsidiary company in a way of consortium. The delivery 
company, daughter firm of the WDC, delivers the goods for the customer who 
needs and wants to do so.

For the efficient delivery of the products, NACF will physically perform (1) 
modernization of vehicles and cargo loading board (2) mechanization and 
automation of cargo work (3) use of reasonable vessels, and also perform as a
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operational breakthrough (1) scheduled delivery (2) arrangement of freight in 
lot (3) allotting exclusive boundary for delivery.

4.8 Promotion
To increase the consumption of locally produced agro-fishery product means 

that the farmers can get more chances to sell their products with higher 
prices. So both NACF and primary cooperatives have to try to increase the 
sales in the light of forward integration activity and the major target area for 
promotion will be southern part of the Seoul, the population of which is 3 
million.

These promotion activities would be easier to perform in cooperation with 
primary cooperatives and local Govt., because it needs much money, for 
example, advertising through TV, CATV, radio and newspaper.

Advertising strategy of NACF and cooperatives will be as follows.
1) Periodic special sales event connected with local government.

Period : 2 -  3 days every month
Place
-  NACF and primary co-op stores
-  NACF and primary co-op banks
- Weekend markets opened by local government

o Advertise through the TV, CATV, radio, magazines connected with local 
government.

2) Publishing through NACF publishing newspaper and periodicals 
Advertising the activities of WDC through The Farmer's Newspaper,

which is issued every day. The New Farmer, The Well of Happiness, The 
Garden of Children, which are issued monthly.

4.9 Integration of activities
To exploit all kinds of opportunities to increase the income of member 

farmers, the integration activities of the project wiU be implemented as 
follows.

-  23 -



-  24 -



Chapter 5. ORGANIZATION and MANAGEMENT
5.1 Management policy
To minimize the number of full-time employees and to computerize and 

mechanize the work as much as possible.

The number of the first year full-time employees are 120 persons
(administration : 15, sales promotion : 15, process : 15, vegetable : 30, fmits :
20, livestock & fishery : 15, direct sale : 10)

To reduce the labor cost, NACF will utilize the consignment and external
service as much as possible.

5.2 Organization chart
There should be created new organization for the operation of wholesale 

market, the chart of which will be as follows.

WDC

Direct sale store

Mercnandise
department Sales promotion department Administration department

Service company 
Goods management 
Packing & processing 
Transportation 
Facility management 
Data input_________

-  25 -



Organization function

Organization Function

Merchandise department product development, ordering reservation, 
price determination, receiving an order, sale

Sales promotion department recruiting member, supporting retailers, 
education, PR

Administration department computerization, general affairs, accounting, 
settlement of account, personnel management, 
credit management

Service
compa
ny

Goods management loading & unloading, receipt of goods, 
picking, custody, inventory management

Packing & processing packing, subdivision, simple processing

Transportation transportation, delivering, returning goods

Facility management building management, machine operation & 
management, guarding

Data input data input on computer
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Chapter 6. FINANCIAL ANALYSIS
6.1 Basic assumption
The financial analysis of the project will be done under the following 

assumptions.

Project period is 11 years including the construction period.
Depreciation is calculated by the straight method with 10 % salvage value.

Service life of the market facilities will be as follows on the basis of the 
acts of Tax-law.

- building : 60 years
- machinery and other fixed assets : 10 years

Distribution margin is 6% of the total sales.
The variable cost of the first project year will be as follows

- EDPS service charge : 0.2% of total sales
- Total wages of irregular is 2,400 million Won (150 persons).
- Interest on working capital is 324 million Won.

* The amount of dealing in WDC is expected as follows.
(unit : Million Won)

Year 1997 1998 1999 2000 2001

Amount 180,000 207,000 238,050 273,758 314,822

Year 2002 2003 2004 2005 2006

Amount 362,045 416,352 478,805 550,625 633,220

* The WDC will be open July 1st, 1997, and the opening days in 1997 will 
be 6 months.

 ̂ The amount of total tax of the first project year wiU be 900 million Won 
and it will increase 5% annually.

The construction and land purchasing schedule will be as foUows.
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* Schedule of building construction

Date Amount to be 
paid(Mil. Won) Source of fund Remarks

Start
construction '96. 7. 1 7,280

Subsidy from 
Govt.

Contract 
Guaranty(10% 
of total cost)

Half-way
payment '96. 10. 31 29,120 Subsidy from 

Govt.
Half-way
payment

'97. 3. 31 14,600 Subsidy from 
Govt.

Completion '97 6. 30 21,800 NACF's own 
Capital

Total 72,800

The schedule of land purchasing

Date Amount to be 
paid(Mil. Won) Source of fund Remarks

Land
purchasing '96. 2. 1 860 NACF's own 

Capital

Contract
Guaranty(10% of 
land sales)

Half-way
payment '96. 8. 1 1,740 NACF's own 

Capital

Transfer of 
ownership '96. 12. 31 6,000 Long-term loan 

from Govt.

Annual int. of 
Long-term Loan 3 
%

Total 8,600

® The driving group of Market construction wiU start July 1st, 1996 and 
it will be composed of 7 persons of marketing experience from existing N A C F  

wholesale market.
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6.2 Investment of the project
The total project cost are estimated at 82,794 million Won

(in million Won)

Classification Size and Amount Remarks
Quantity 1996 1997

1. Land 67,587 sq. m 8,600 Tax included
2. Building 61,022 sq. m 36,400 36,400 See appendix 2
3. Machinery 649 See appendix 3
4. Miscellaneous fixed asset 395 See appendix 4
5. Contingencies 52 {(3) 4- (4)} x 5 %
6. Pre-opening Exp

- Salary of const, driving 168 7 persons x 24 mil.
group
- Int. of Govt. Long-term 90 6,000 X 0.5 yeai' x 3%

loan
- Inauguration ceremony 30 To be amortized

Conference exp. for 10 within 3 years
market development

2 Mil. Won X 5 times
Total 45,000 37,794 82,794

6.3 Fund source
The funds for the project cost will be raise from the following various 

sources. And the weighted average cost of capital is 3.33%.
(in million Won)

Sources Amount Interest rate Repayment schedule
1. Government's subsidy
2. Government's loan

51,000
6,000 3% Grace period of payment 

: 5.5 years

3. Share capital 25,794 10%
Repayment : 5 yeai's in 
equal installment

Total 82,794

* Estimation based on the NACF' s basic plan for the WDC construction
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The weighted average cost of capital is 3.33%.

51|0Q0 I -6.1.000 anQo/-!- 25,794
82.794 ^  82.794 ^  82,794

6.4 Cost analysis
The annual expenses will be classified into the variable cost and fixed cost.

(in million Won)

Year Variable cost Fixed cost Total
1 3,084 6,900 9,984
2 3,472 7,353 10,825
3 3,890 7,859 11,749
4 4,343 8,440 12,783
5 4,850 9,094 13,944
6 5,398 9,846 15,244
7 6,015 10,856 16,871
8 6,681 12,019 18,700
9 7,426 13,345 20,771
10 8,233 14,889 23.112

(See appendix 6, 7 for more details)
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6.5 Cash flow of the project
(in million Won)

Year
Inflow Outflow Net cash 

flowSales
revenue

Salvage
value

Capital
expenditure Total cost

0 - 45,000 - -45,000
1 10,800 37,794 7,324 -34,318
2 12,420 8,210 4,210
3 14,283 9,181 5,102
4 16,425 10,275 6,150
5 18,889 11,488 7,401
6 21,723 12,843 8,880
7 24,981 14,563 10,418
8 28,728 16,488 12,240
9 33,038 18,659 14,379
10 37,993 48,744 21,111 65,626

Total 219,280 48,744 82,794 130,142 55,088

Note)  ̂ Sales revenue = sales x 6 % (distribution margin)
Total cost excludes depreciation, amortization, and interest on the 

long term loan).

6.6 Working capital requirement
The total working capital required includes accounts receivable from the 

supplier and operation expenses.

30% of those capital required to supply credit to the supplier will be 
financed by the agro-conceming loan from the government at an interest rate 
of 2 % per annum. And 70% of them and other operation expenses will be 
financed by NACF bank loan at an interest of 10% per annum.

The working capital requirement during the first 5 years are estimated as 
follows.
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(in million Won)

Year -> 1 2 3 4 5

Annual sales (A) 180,000 207,000 238,050 273,758 314,822

Credit for supplier (B) 
(B) = (A) X 2%

3,600 4,140 4,761 5,475 6,296

Other operation exp. (C) 504 571 643 725 815
Working cap. required (D) 
(D) = (B) + (C)

4,104 4,711 5,404 6,201 7,111

Loan from Govt. (E) 
(E) = (B) X 30%

1,080 1,242 1,428 1,463 1,889

NACF Share cap.(F)
(F) = (B) X 70% + (C)

3,204 3,469 3,976 4,558 5,222

Int. on Working cap.(G)
(G) = (E) X 2% + (F) X 10%

324 372 426 489 560

(See appendix 5 for more details)

6.7 Selected financial data

Year -> 1 2 3 4 5
Payback period (years) 
N P V (million Won) 

< ^ I R R  (%)
B.E sales (million Won)

9.49
24,226
7.27
160,967 170,100 180,000 191,233 203,933

See appendix 9 for more details.
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6.8 Sensitivity analysis

Assumption Payback
period(years)

NPV(miUion) IRR(%)
B.E Sales of 
3rd yr. (mil 
Won)

Original 9.49 24,226 7.27 180,000
1. Commission rate
—  1% increase 9.02 52,819 11.56 170,867
—  1% decrease 10.05 -4,367 2.58 194,567

2. Credit for farmers
—  2% increase 9.56 19,880 6.59 186,500
—  4% increase 9.64 15,534 5.90 193,483
----4% increase 9.73 11,187 5.19 201,000

3. Inflation of var. cost
—  5% increase 9.52 22,121 6.94 183,433

According to the above analysis, commission rate is more sensitive to the
project viability than the inflation of variable cost or credit for farmers.

Presently, the maximum commission rate is defined strictly by law(maximum 
1%), it is not easy to raise the rate to get more profits. So it would be easier
way to increase the dealing amount through more active procuring and
promotion activities.

Because if the current commission rate of 6% is lowered by 1%, the NPV 
becomes negative and the IRR is lower than the weighted average cost of the 
capital, it is not possible to lower the commission rate.

But the increasing of credit for the farmers is less sensitive to the project 
viability, so it is possible to increase the credit to the farmers.
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Chapter 7. BUDGET
(in million Won)

Year 1 2 3 4 5
1. Revenue (commission) 10,800 12,420 14,283 16,425 18,889

2. Cost
----Variable cost
----Fixed cost

9,984
(3,084)
(6,900)

10,825
(3,472)
(7,353)

11,749
(3,890)
(7,859)

12,783
(4,343)
(8,440)

13,944
(4,850)
(9,094)

3. Profit before Tax 
(PBT)

816 1,595 2,534 3,642 4,945

4. Tax 900 945 992 1,042 1,094

5. Profit after Tax 
(PAT)

- 84 650 1,542 2,600 3,851

(See appendix 9 for more details)
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Chapter 8. RECOMMENDATIONS
1. First of all, getting the Government's support is the most urgent task for

the NACF to implement the project.

NACF will suffer from heavy investment for the building and land and 
every year NACF has to pay great amount of money as loan interest. 
Therefore it is essential to get a long-term loan with low interest(3% per 
annum) and subsidy from the government.

2. The role of computer in WDC is so important that WDC should not spare 
any efforts to develop good software.

3. There are over 5 million Korean races oversees as of end of 1995. Since
they are potential customers of Korean food, WDC should utilize them in
exporting domestic agricultural produce.
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Appendix 1
Implementation schedule of the WDC

Activities 50 100 150 200 250 300 350 400 450 480
30

Internal
making

decision

o Getting the Govt's 
support

Draft design of bldg.
& mach.

o Getting permission 
of construction

Main design

 ̂ Making a bid for 
construction

Building construction

® Procuring activities

Setting up
machinery

Recruiting employees

Educating the
employees

Org. the steering & 
planning committee

Government's
confirmation

Registration

Advertisement

30

-30

30

30

3d

m

330

30

10

20

30

30

30

30
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Appendix 2
List of Building Construction

unit : square feet

Floor Facilities Size

1st

Gathering & delivery place for vegetable & fruit
Processed food, commodity
Office

103, 191 
58,712 
3,558

Sub-total 165,461

2nd

Small packing room, subdivision room 
Office of related companies, consulting room 
Administrative office, convenience facilities

36,100
21,650
19,821

Sub-total 77,571
3rd o Conference room, computer room, restaurant, 

etc
18,850

basement Parking place. Cold storage warehouse, machine 
room

333,057

rooftop * Sunshade 
Canopy

32,736
29,178

total 656,862
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Appendix 3
Details of Machinery

(currency unit : thousand Won)

Item Qnt. Cost per Unit Capital
investment Remarks

Lpg forklift 17 6,000 102,000
o Electric pallet truck 66 1,500 99,000
* Reach type forklift 7 5,000 35,000
 ̂ Computer 90,000 42,000
- HP9000/E55 1
- Terminal 27
- Printer 17
- Modem 6

ComputerCConsole & printer 1 5,000 5,000
included)

Truck 10 15,000 150,000

Car 2 10,000 20,000

0 Cooling-heating truck 5 12,000 60,000

 ̂ Van 2 8,000 16,000

Trolley 200 100 20,000

* ARS equipment 1 100,000 100,000

Total 649,000
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Appendix 4
Details of Miscellaneous Fixed Assets

(currency unit '• thousand Won)

Item Qnt. Cost per unit
Capital

investment Remarks

Unit rack
- Storage rack
- Stacker crane 
-Autolator

2 5,000 10,000

Pallet rack 10 1,000 10,000

Bar-code printer 2 500 1,000

o POS
- TPS-486
- LAN Card
- Printer
- Scanner
- UPS

16 4,000 64,000

Power generator 2 30,000 60,000

Tools & accessories 100,000 100,000 60 items

* Office facilities 150,000 150,000 30 items

Total 395,000
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Appendix 5
Calculation of Working Capital

(3rd year) (in thousand Won)

Item Amount Remarks
(1) Credit for farmers

(2) Operation expenses 
Salary & wage

 ̂ Other fixed cost
-  Promotion exp
- Extension & teaching exp
- Maint. cost of bldg. & mac.
- Tel & com. exp
- Insurance premium
- Other overheads
(Tea & snack, stationary etc)

Other variable cost
-  EDPS exp

4,761,000

575.000

28.000 
(2,000) 
(1,000) 
(1,700) 
(16,560) 
(5,400) 
(1,340)

Sales X 2% (yearly average 
ratio)

Regular & irregular employee (1 
month)

24.000 /  12 month
12.000 /  12 month 
20,(X)0 /  12 month
196.000 /  12 month
64.000 /  12 month
16.000 /  12 month

40,000 476,000 /12 month

Working Cap. required 5,404,000

(3) Loan from Govt. (2%)
(4) NACF Share Capital (10%)

1.428.000
3.976.000

(1) X 30%
(1) X 70% + (2)

(5) Int. on working capital 426,000 (3) X 2% + (4) X 10%
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Appendix 6
Details of Fixed Cost

(3rd year) (in thousand Won)

Item Amount Remarks

1. Salaries
2. Depreciation
3. Amortization on P.O Expenses
4. Int. on Govt, long-term loan
5. Insurance Premium
6. Extension & Teaching Exp.
7. Repairs & Maintenance Esp.
8. Promotion Expense
9. Telephone & Communication
10. Other Overheads(Tea & 

Snacks, stationary, etc)
11. Contingency

3,915
3,370
10
180
64
12
20
24
196
16

52

 ̂ Regular worker 
* Bldg. & other assets 

Inauguration ceremony 
<̂ 600 x  3 %
 ̂ Fixed asset x 5 % 

o 1 x 12 month 
Fixed asset maintenance 

o 2 X  12 month 
Regular salary x 5% 
Regular salary x 5%

 ̂ Fixed asset x 5%

Total 7,859

Appendix 7
o Details of Variable Cost 
(3rd year) (in thousand Won)

Item Amount Remarks

1. Wages (Irregular employee) 2,988
2. EDPS Service Charge 476
3. Interest on Working Capital 426

Total 3,890
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Appendix 8
Loan Repayment Schedule

(in thousand Won)

Year ->  
i
2
3
4
5
6
7
8
9
10

Total

Interest

180
180
180
180
180
144
108
72
36

1,440

Principal
Reimburse

1,200
1,200
1,200
1,200
1,200

6,000

Loan Left

6,000
6,000
6,000
6,000
6,000
4,800
3,600
2,400
1,200

0

Remarks

Int. rate : 3% 
Loan term : 10.5 

year
 ̂ Grace period

5.5 year

-  42 -



AFF0DIX9

1. Dealing amount YearO Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

tealinganuunt (A) 180,000 207,000 238,050 273,738 314,822 362,M5 416,352 478,805 550,626 633,220

Increase amount 
Increase ratio

27,000
15.001

31,050
15.001

35,708
15.00S

41,064
15.0(̂

47,223
15.001

54,307
15.00®

62,453
15.0(a

71,821
15M

82,594
15.0ffi

2. Conmission revenue YearO Year 1 Year 2 Year 3 Year 4 Years Year 6 Year 7 Year 8 Year 9 Year 10

Cctiiiisison rate 
Total conmission (B)

6.00*
10,800

6.00J
12,420

6 M
14,283

6 M
16,425

6.00*

18,889
6 M

21,723
6.00*

24,981
6 M

28,728
6 M

33,038
6 M

37,993

3. Personnel esqmllture Year 0 Year 1 Year 2 Year 3 Year 4 Years Year 6 Year 7 Year 8 Year 9 Year 10

No. of regular 10* inc. ,120 132 145 160 176 194 213 m 257 283

Avg. salary S* inc. 25 26 27 28 29 30 32 34 36 38

Total salary 3,000 3,432 3,915 4,480 5,104 5,820 6,816 7,956 9,252 10,754

No. of irregular 5* inc. 150 158 166 174 183 192 202 212 223 234

Avg. wage 9* inc. 16 17 18 19 20 21 22 23 24 25
Total wage 2,400 2,686 2,988 3,306 3,660 4,032 4,444 4,876 5,352 5,850

4. InvestnEnt Year 0 Year 1 Year 2 Year 3 Year 4 Years Year 6 Year 7 Year 8 Year 9 Year 10

Land 8,600 8,600 8,600 8,600 8,600 8,600 8,600 8,600 8,600 8,600

Building(20years) 72,800 72,800 72,800 72,800 72,800 72,800 72,800 72,800 72,800 72,800
D^re. of building 3,275 3,276 3,276 3,276 3,276 3,276 3,276 3,276 3,276 3,276
Present value of building 0,524 66,248 62,972 59,696 56,420 53,144 49,868 46,592 43,316 40,040

fixed asset 1,044 1,W4 1,W4 1,044 1,M4 1,044 1,044 1,044 1.W4 1,044
Ê )re. of fixed asset 94 94 94 94 94 94 94 94 94 94
Present value of F.A. 950 856 762 668 574 480 386 292 198 104

Total depreciation 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370

Salvage 48,744



5. Lo^teri loan Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Principal reinfairse 0 0 0 0 0 1,200 1,200 1,200 1,200 1,200
Principal residue 6,000 6,000 6,000 6,000 6,000 4,800 3,600 2,400 1,200 0
Interest (K) 180 180 180 180 180 180 W  108 72 36

6. Variable cost Year 0 Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Total wages of irreg. 2,400 2,686 2,988 3,306 3,660 4,032 4,444 4,876 5,352 5,850

ECPS 6!q).(0.3) *** 360 414 476 518 630 724 833 958 1,101 1,266

Sub total (C) 2,760 3,100 3,464 3,854 4,290 4,756 5,277 5,834 6,453 7,116

Total d^eciation (D) 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370

Gross profit (E)=(B)-(G*0) 4,670 5,950 7,449 9,202 11,229 13,597 16,334 19,524 23,215 27,507

7. Mninistrative eg). Year 0 Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Total salary of reg. 3,000 3,432 3,915 4,480 5,104 5,820 6,816 7,956 9,252 10,754

Promotion ©q). »* 24 24 24 24 24 24 24 24

Aiuoritization on P.O (30 mil) 10 10 10 0 0 0 0 0 0 0

Extension & teaching « 12 12 12 12 12 12 12 12 12 12
ibint. of building & mac « 20 20 20 20 20 20 20 20 20 20
Tel & com. (reg. sal*S) » ISO 172 196 224 255 291 341 398 463 538

Insurance (fix *0.1%) « TO 67 64 60 57 54 50 47 44 40
Ovdiead(reg. sal. 0.4i)« 12 14 16 18 20 23 27 32 37 43

Alninistratiai total (F) 3,298 3,751 4,251 4,838 5,492 6,244 7,290 8,489 9,852 11,431

Earnings before tax (G)=(B^) 1,372 2,199 3,192 4,363 5,737 7,353 9,044 11,035 13,363 16,076

8. forking cp. required Year 0 Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Credit fw farnfir(l) 2* 3,600 4,140 4,761 5,475 6,296 7,241 8,327 9,576 11,013 12,664
Salrary Imonth (2) 450 510 575 649 730 821 938 1,069 1,217 1,384
Other fixed cost (3) » 24 26 28 30 32 35 40 44 50 56
Other varable cost (4) *** 30 35 40 46 53 60 0 80 92 106

Loan from Govt. (l)*30l (H) 1,080 1,242 1,428 1,643 1,889 2,172 2,498 2,873 3,304 3,799
Share cap. (l)*0.7 (̂2+3Hl) (I) 3,024 3,469 3,976 4,558 5,222 5,985 6,876 7,896 9,068 10,411

Total forking coital required 4,104 4,711 5,404 6,201 7,111 8,157 9,374 10,769 12,372 14,210

Int. onW.C(B»2fcH*105fc) (J) 324 372 426 489 560 642 738 847 973 1,117



9. Variable cost YearO Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Total wage of irreg. 2,400 2,686 2,988 3,306 3,660 4,032 4,444 4,876 5,352 5,850
ECPS exp. 360 414 476 548 630 724 833 958 1,101 1,266
Int. of W.C (J) 324 JU 426 489 560 642 738 847 973 1,117

Total variable cost 2,m 3,472 3,890 4 , ^ 4,850 5,398 6,015 6,681 7,426 8,233

10. Fixed cost YearO Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Years Year 9 Year 10

D^reciation 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370 3,370
Anoritization 10 10 10 0 0 0 0 0 0 0
Longterm loan interest (K) 180 180 180 180 180 180 144 108 72 36

Total salary of r^. 3,000 3,432 3,915 4,480 5,1M 5,820 6,816 7,956 9,252 10,754
Promotion eq). 24 24 24 24 24 24 24 24 24 24
Extension & teaching 12 12 12 12 12 12 12 12 12 12
Maint. of bldg & nac. 20 20 20 20 20 20 20 20 20 20
Tel & cam. 150 172 196 224 255 291 341 398 463 538
Insurance 70 67 64 60 57 54 50 47 44 40
Other overhead 12 14 16 18 20 23 21 32 37 43
Contingency ( a s set(L) S2 52 52 52 52 52 52 52 52 52

Total fixed cost 6,900 7,353 7,859 8,440 9,094 9,846 10,856 12,019 13,S45 14,889
Total cost 9,984 10,825 11,749 12,783 13,944 15,244 16,871 18,700 20,771 23,122

11. Profit before tax YearO Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

m  (M)=(G)-(jm) 816 1,595 2,534 3,642 4,945 6,479 8,110 10,028 12,266 14,871

Total tax (N) 900 945 992 1,042 1,094 1,149 1,206 1,266 1,329 1,395

Profit after tax -84 650 1,542 2,600 3,851 5,330 6,904 8,762 10,937 13,476



12. Cash flow (oi^l) YearO Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Sales revenue 
Salvdge value 
Inflow total(O) 0

10,800
0

10,800

12.420 
0

12.420

14.283 
0

14.283

16.425 
0

16.425

18.889 
0

18.889

21.723 
0

21.723

24.981 
0

24.981

28.728 
0

28.728

33.038 
0

33.038

37,993
48,744
86,738

Cepital ejq) 
Total cost 
Outflcw total(p)

45.000 
0

45.000

37,194
7,324
45,118

0
8,210
8,210

0
9.181
9.181

0
10.275
10.275

0
11.488
11.488

0
12.843
12.843

0
14.563
14.563

0
16.488
16.488

0
18.659
18.659

0
21,111
21,111

Net cash flow (Q)=(Of) ^5,000 -34,318 4,210 5,102 6,150 7,401 8,880 10,418 12,240 14,379 65,626

Payback perlod(9.49 year) -^6,300 -100,618 -96,409 -91,306 -S5.156 -77,755 -68,875 -58,457 ^,217 -31,837 33,789

iffV(0.(ra3,B145..L145) 
®IKR(0.1,8143.1143)

2AM
i m

13. Sales at B.E.P YearO Yearl Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Years Year 9 Year 10

Qmision reveniK(S) 
Variable cost(V) 
Fixed cost(F)

10,800
3,084
6,900

12,420
3,472
7,353

14,283
3,890
7,859

16,425
4,343
8,440

18,889
4,850
9,094

21,723
5,398
9,846

24,981

6,015
10,856

28,728
6,681
12,019

33,038
7,426
13,345

37,993
8,233
14,889

Rev. at B.E.P (R)=(F*S)/(&-V) 
Sales at MI6i

9,658
160,967

10,206
170,100

10,800
180,000

11,474
191,233

12,236
2(B,933

13,101
218,350

14,299
238,317

15,661
261,017

17,215
286,917

19,008
316,800







TINTHICA/JAPAN TRAINING COURSE FOR 
STRENGTHENING MANAGEMENT OF 
AGRICULTURAL COOPERATIVES IN ASIA 
INDIA, MALAYSIA AND JAPAN 
October 18, 1995 to April 20, 1996

Title of Project : CHUNGYANG MILK PROCESSING PLANT

Country : REPUBLIC OF KOREA

Project Prepared By : SUN - HAK KIM

Funded by the Government of Japan 
(Ministry of Agriculture, ForestryS!. Fisheries) 

and
Executed by the ICA in collaboration with its Member Organizations 

in India, Malaysia and Japan

ICA Management Training Project for Agricultural Cooperatives in Asia 
INTERNATIONAL COOPERATIVE ALLIANCE

H eadquarter:

15 Route des morillons 
CH-1218 Grand Saconnex 
Geneva, Switzerland

R e g io n a l O jfice  f o r  A sia  & P acific:  

' bonow House'
45 Friends Colony(East)
New Delhi 119 065, India



CONTENTS

ACKNOWLEDGMENT.............................................................. 1

CHAPTER I SUMMARY ....................................................... 2

CHAPTER I BACKGROUND .............................................3
2.1 OVERALL SITUATION ............. .......... ................................ 3
2.2 PRESENT SITUATION OF DAIRY INDUSTRY....................4
2.3 AREA OF PROJECT ............................................................. 4
2.4 PROBLEMS FACED BY FARMERS ..................................... 4
2.5 NEED AND JUSTIHCATION OF THE PROJECT................. 5

CHAPTER I  PROJECT .......................................................... 5
3.1 OBJECTIVES ........................................................................ 5
3.2 AREA OF OPERATION.......................................................... 6
3.3 PROJECT COMPONENTS................................................... 6

CHAPTER W DETAILS OF OPERATION...............................8
4.1 CAPACITY OF THE PLANT ............................. .................... 8
4.2 MEANS OF FINANCING ......... ;........................................ 8
4.3 IMPLEMENTATION SCHEDULE OF THE PLANT ..............9
4.4 INTEGRATION OF ACTIVITIES .........................................11

CHAPTER V ORGANIZATION AND MANAGEMENT....11
5.1 MANAGEMENT OF POLICY ...............................................11
5.2 CLASSinCATION OF MANAGEMENT...............................11
5.3 ORGANIZATION AND TASKS ........................................... 12

CHAPTER 1  FINANCIAL ANALYSIS .................................. 13
6.1 BASIC ASSUMPTION .........................................................13
6.2 CAPITAL INVESTMENT OF THE PLANT ..........................13
6.3 WORKING CAPITAL .......................................................... 14
6.4 PRODUCTION COST ...........................................................14
6.5 CASH FLOW ........................................................................ 15
6.6 SENSITIVITY ANALYSIS ................................................... 15
6.7 HNANCIAL VIABILITY ..................................................... 16

CHAPTER 1  BUDGET ...........................................................16

CHAPTER W RECOMMENDATIONS .................................. 16

8.1 NECESSITY OF THE PROJECT ..........................................16
8.2 RECOMMENDATIONS ................... .....................................17

CHAPTER I  APPENDICES .................................................. 18



ACKNOWLEDGEMENT

T h e T e n t h  IC A / J a p a n  T r a i n in g  C o u r s e  f o r  S t r e n g t h e n in g  

M a n a g e m e n t  o f  A g r ic u ltu ra l^ C o o p e ra t iv e s  in  A s ia  (O c to b e r  1 8 . 1 9 9 5  

- A p r i l  2 0 .  1 9 9 6 )h a s  p ro v id e d  m e  w i t h  v a lu a b le  a n d  u s e f u l 

o p p o r tu n ity  to  u n d e rs ta n d  v a r io u s  a sp e c ts  o f  a g r ic u lt u r a l c o o p e ra t iv e  

m o v e m e n ts  in  A s ia n  c o u n tr ie s .

I t  a ls o  h a s  g iv e n  m e  g o o d  c h a n c e  to  le a r n  t h e  c o n c e p ts  o f  

in te g ra te d  c o o p e ra t iv e  m a n a g e m e n t f o r  s t re n g th e n in g  a n d  im p ro v in g  

a g r ic u lt u r a l c o o p e ra t iv e  p e r fo rm a n c e  o f  m e m b e r  f a rm e rs .

I  w o u ld  l i k e  to  e x p re s s  m y  s in c e re  g r a t i t u d e  to  D r .  D a m a n  

P ra k a s h ,  P ro je c t  D ire c to r ,  M r .  A . H  G a n e s a n  p ro g ra m  o f f ic e r  a n d  

o th e r  s ta ffs  o f  I C A  R O A P ,  a n d  J a p a n e s e  G o v e rn m e n t ,  P ro fe s s o r  G  

K r is h n a m u r t h i  a n d  h is  c o lle a g u e s  f r o m  I R M A  w h o  g u id e d  a n d  

h e lp e d  m e  k in d ly .

I  a m  a ls o  g r a te f u l to  th e  s ta ffs  o f  N L C F ,  p a r t ic u la r ly  th e  s ta ffs  

o f  R e s e a rc h  D e p t  a n d  A u d i t in g  D e p t  f o r  g iv in g  m e  c h a n c e  to  

p a r t ic ip a te  in  th is  u n iq u e  T r a in in g  C o u rs e

February 1996

S u n  h a k K I M



CHAPTER I . SUMMARY

1.1. The project is to set up the milk processing plant of yearly capacity of
60,000 metric tons in Chungyang city, aiming at increasing dairy farmers' 
income in Korea especially Chungnam province. .

1.2. Dairy farmers have suffered from unstable supply&demand and opening 
market under the WTO system. National Livestock Cooperatives Federation 
wanted to guarantee stable production activities for dairy farmers through 
strengthening milk processing and marketing by producer organization.There are 
also necessities for making high quality and specialization of domestic dairy 
products for import liberahzation.

1.3. The demand for milk and dairy products(for example, market milk, yoghurt 
and other dairy products.etc) has been increased rapidly in recent years with the 
growth of national economy, which makes NLCF establish the milk processing 
plant.

1.4. This project will be implemented by NLCF in the area. It will collect raw 
milk, from dairy member farmers and produce milk processed products 
with the NLCF brand which can have a definite "clean, natural and fresh" 
dairy cooperative image.

1.5. Milk processed products in the plant will be sold through cooperative 
channel, market agency, chain store and also retail shops of NLCF and primary 
cooperatives.

1.6. It is expected that the increased and stabilized demand for raw milk by 
operating the plant will induce the farmers to raise more dairy cattle and 
protect dairy farmers from the unexpected supply&demand and opening market 
pressure which are the main reasons that make the farmers hesitate to keep the 
dairy industry.



1.7. Total capital investment for implementing the project will amount to 35,000 
million won and be financed by Government fund(livestock development 
fund), OECF and NLCF jointly.

1.8. The operating rate of the milk processing plant will increase to 100 percent in 
third operating year step by step from 50 percent in the first year and 70 percent 
in the second year.

1.9. Project life is 10 years including 3 years of plant construction. Net present 
value(NPV) at a discount rate of 5.80 percent is estimateci^to be 25,645 million 
won. Internal rate of retum(IRR) is enumerated to be about 26.18 percent, 
which is much higher than capital cost of investment, 5.80 percent.

CHAPTER I . BACKGROUND

2.1 Overall situation
Due to the recent increase in average per capita income with economic development, the 

traditional dietary pattern in Korea has been changed toward the western style, that is to say, the 
demand for dairy products, particularly milk processed goods, has increased substantially. In 
1994, milk consumption per capita and dairy products consumption per capita have reached 46.8 kg 
and 15.2 kg compared to the 10.8 kg and 4.0 kg in 1980, respectively.

Year
Production of dairy products (Ton),

whole milk skim milk condensed milk cheese butter

19 9 0 8 ,551 12 ,261 3 ,3 9 1 6 ,8 1 5 5 ,0 9 5

1991 8 ,2 3 7 2 3 ,5 1 4 4 ,1 4 5 8 ,5 3 6 6 ,2 6 6

1 992 4 ,7 8 7 1 6 ,5 1 0 2 ,9 0 2 9 ,1 7 5 3 ,3 6 4

19 9 3 4 ,571 2 2 ,8 8 9 2 .8 7 1 1 2 ,1 5 7 3 ,8 3 7

19 9 4 3 ,1 1 4 16 ,871 3 ,8 2 4 1 2 ,6 6 8 2 ,9 2 9

Year
Consumption of dairy products (Ton)

whole milk skim milk condensed milk cheese butter

1990 9 ,3 8 5 7 ,8 6 9 3 ,3 3 9 4 ,7 7 4 7 ,2 5 4

1991 5 ,0 9 0 7 ,2 7 0 3 ,9 6 5 . 5 ,7 7 8 4 ,8 0 5

19 9 2 2 ,2 2 2 4 ,0 2 5 3 ,0 6 9 6 ,7 7 9 4 ,5 8 0

19 9 3 1 ,7 9 8 3 ,7 2 0 2 ,8 5 5 8 ,8 1 1 4 ,0 6 7

1 994 1,411 3 ,4 0 2 3 ,2 9 5 9 ,7 6 7 3 ,0 3 4



(l) The supply and demand for milk and milk processed products are increasing every year.
(D The annual consumption of milk including dairy products is 46.8 kg per capita in 1994 

which is under the level of that of advanced countries.
(D Milk production has been increased from 1,741 diousand M/T in 1991 to 1,990 thousand M/T 

in 1995.
0  The number of dairy cattle has been increased from 180 thousand heads in 1980 to 552 

thousand heads in 1994.
(5) But nowadays, Korea is under the pressure of opening livestock market from thesforeign 

countries under the WTO system. Government and NLCFare striving to keep our domestic 
livestock industry from opening market. Therefore the integrated business of livestock & 
dairy industry in Korea is very important.

®  Due to the stable production activities of milk and dairy products, and preparation for the 
opening domestic dairy market, the government and NLCF are endeavoring to support for 
establishing the milk processing plant and developing new products which is expected to 
reduce the production cost (marketing cost and farmers'production cost) and increase the 
value addition

2.3. Area o f project
The area of project is located in the west-southern part of Korea.
This province has 5 specialized cooperatives and 22 local cooperatives which are member 

cooperatives of NLCF. NLCF consists of 190 primary cooperatives, 44 specialized and 146 local 
cooperatives. The project city is Chung yang where is situated to the west of Chung nam province. 
The site of city is about 469 square km and population is about 54 thousands as of the end, 1990.

2.4. Problems faced by farmers
One of the difficult problems existed over the last 30 years has been its instability in 

supply and demand of milk. Generally the consumption decreases sharply in winter, and 
showed up and down in other seasons according to years. These phenomena prove that 
patterns of consumption have not stabilized yet. Nevertheless, its consequence had 
brought the industries considerable economic loss and difficulties in their production plan. 
Such uncertainty in supply and demand seems to be the reasons why mainly the market- 
milk-oriented consuming pattern was prevail while dairy products have not yet become 
the daily necessary food for Korean people.

2 .2  P r e s e n t s itu a tio n  o f  d a iry  in d u stry

However, this problem of instability in supply and demand of milk will be softened with 
the change of consuming pattern from market milk to processed dairy products in the 
future. In spite of such problems, the dairy industry in Korea has made a great progress, 
although some technical deficiencies still exist.

Counterplans and technical develoment, which can elevate quality of milk and products, 
are essential to develop this field more efficiently. Especially the improvement of product



quality and processing technique for less cost and the extension of milk consumption are 
the master keys to the development of dairy industry in Korea.

2.5. Need and justification of the project
It is very urgent task for the livestock cooperatives to find out the solution of problems faced 

by its member farmers in Korea. One of the most effective way for the livestock cooperatives to 
contribute to their member farmers is to add value to their products through processing and 
marketing, that is to say, the integrated business.

(D NLCF will establish the milk processing plant in Chung yang, which  ̂
capacity is 200 M/T of milk processed products per day.

(2) This milk processing plant will produce market milk, yogurt and other dairy 
products, etc., which makes member farmers increase the income by 

enhancing the value addition of milk.

(D It is expected that the expansion of employment in this area will be
effected.

@ This milk processing plant will be rearranged the milk processing industry
in Korea so that NLCF may play the leading role, that is to say,
• Increase of the participation of producers in processing and 

marketing milk for the purpose of continuous development of dairy industry.
• Stabilization and development of the milk processing industry by ^

participation of producers in the reorganization of marketing system.
• Protection of both producers(farmers) and consumers by reducing 

marketing cost
• Improvement of people’s dietary pattern by suppling good quality of milk 

and dsiry products.

CHAPTER I  PROJECT

3.1. Objectives
The main objective of this project lies in enhancement of member farmers' income in this area 

and building of member famiers' raising basis steadily.
The objectives of establishment of milk processing plant are :

• To increase the income of farmers by stabilizing the raw milk price and
balancing the supply and demand of milk and dairy goods.

• To protect the dairy farmers from price fall when it is oversupplied by p
rocessing all the raw milk produced by members, that is to say, to give 
the farmers the remunerative price.



• To induce the farmers to keep the dairy industry by providing secure 
market

• To provide farmers with extension services to increase productivity.
• To generate employment opportunity for member farmers.
• To play a role in the anchor activity of the livestock cooperatives.

3.2. Area o f operation
This plant will be operated in the area of Chung yang city and will be cover Chung nam province 

and 1 big city(Taejoen city) as the area of raw milk procurement; The consuming area will be 
whole nation of Korea for market milk and Chung nam province (including Taejeon city) for other 
dairy products. And marketing channel will be made use of cooperatives' marketing channel and 
organization.

3.3. Project component
(T) Implementation of project
This project will be implemented by NLCF with aid of the Government and the integration 

among NLCF, primary cooperatives and member farmers.

(D Construction of the plant
• Location of the plant will be Chung yang city, Chung nam province.
• The site of plant will be 12,600nf of building and 72,600m of land.
• This milk processing plant of yearly capacity of 60,000 M/T will require 3

years in construction for the cost of about 35,000 million won.
• The major parts of construction of the plant are

■ Building construction for factory, attached office and chilling storage
■ Raw milk storage and product storage
■ Water purifier facility
■ Set up machinery and equipment of the plant

(3) Procurement of raw material 
The milk processing plant will purchase raw milk from Chung nam province and process it. 

Also the plant set up the plan to enhance the quality of milk and induce the dairy farmers to produce 
the good quality of milk. The collected raw milk will be transported by NLCF's trucks. 
Procurement prices will be the price level including proper profit in addition to farm production 
cost. All raw milk will depend on the product of member farmers in the plant.

@ Processing of milk
The plant has the capacity of processing 200 M/T for 8 hours per day. But in case the demand 

for milk & dairy products increase, the plant would be operated over the normal operating hours. 
There is some process loss which is approximately 1 % out of total. The maximum utilization of 
the available capacity in processed milk has assumed 100 % on the 3rd year.

The chief product items will consist of market milk, yoghurt (liquid & solid), processed milk and 
whole milk powder using NLCF's brand. All of product items will be produced after strict test and 
appraisal is finished by NLCF's skill team itself.



(5) Marketing
Market milk and milk processed products will be sold marketing agency, supermarket and 

chain store through cooperatives channel.
The advertisement for sale promotion will be put in the newspaper publication and T.V. and 

done through exhibitions. NLCF has already retained their name value of reliability to public 
consumers in Korea.

Consumers will prefer good quality of NLCFs products. Therefore it is expected that there is no 
problem in marketing of market milk and milk processed goods.

Marketing system 
(Milk processing plant)

Seoul city Taejeon city Chungnam province

Retail shop

Consumer Goosumer

Plant storage Plant storage Plant storage

1 r

Distribution depot Distribution depot Coop store or 
Sales agency

1

Sales agency Direct Sales store Sales store

Consumer j.



(6)Extension
The extension division of plant will make efforts not only to expand the herd size of dairy farmers 

but also to induce the farmers to get into the dairy industry through proper guidance and education 
to member farmers. The Extension services contain education for management and 
technology on dairy farming, information on feed supply, credit to its members, etc.

Finally, the Chung yang milk processing plant will provide dairy fanners with extension services 
mainly to increase die productivity of dairy farming, the cost down of products and marketing 
cost in integration with the about 27 primary cooperatives of Chung nam province.

CHAPTER ly. DETAILS OF OPERATION

4.1. Capacity of the plant
The capacity of the plant is 200 M/T of market milk and milk processed products per day 8 

working hours. This means the plant can produce around 60,000 M/T of final products per 
year of 300 working days.

< Construction of plant >

Land
Building

Tatal Procesing
facilities

Enviroment
facilities

Office Others

72,600m^ 12,600m^ 9,500m^ l,700m^ 1,200m' 200m '

4.2. Means of financing
The total capital requirement for the project will be 35,000 million won.
About 28% out of this will be fmanced by NLCF itself and other 72% will be financed by 

Govemment(the fund of hvestock development) and OECF.

< Fund of investment >

Total investment 
(million won)

Loan
Remarks

OECF Government
NLCF

35,000 8,000 17,000 10,000

8



4.3. Implementation schedule o f the plant
It will be take 36 months to implement this project and project life will be 10 years that is 3 

years of construction and 7 years of formal operation.

(I) Preparation of general plan
• preparation of official proposal
• approval by NLCF representatives and board of directors 

(D Purchase of land
• selecting site for milk processing plant
• feasibility study
• acquisition of the land

(D Building construction
• design and preparation of building site
• construction of building

0  Ordering machinery and equipment
• ordering the machinery
• purchasing the equipment

(D Education and training manual
• preparation of operation manual
• training of staff

(6) Test working 

®  Formal operation



< Progress of work >



4.4 Intergration of activities
To exploit all kinds of opportunities to increase the income of member farmers, the integration 

activities of the project will be implemented as follows:

CHAPTER V . ORGANIZATION AND MANAGEMENT

5.1 Management of policy
NLCF will implement the project in collaboration with primary livestock cooperatives in 

province. The plant will be set up by NLCF's staff and be integrated between NLCF and member 
farmers(primary coops).

The major management policy of the plant will be controled by the existing decision making 
system i.e the board of directors, president and managing director. The NLCF will newly 
implement a chief department to manage the plant and appoint a managing director in charge of 
the overall management.

5.2. Classification of management
The function of management will be classified as follows

1) Administration and general affairs
2) Accounting and fiancing
3) Procurement of raw material

I I



4) Processing and quality control
5) Maintenance of machinery and plant
6) Production
7) Marketing and survey

5.3. Organization and tasks
5.3.1. 0rganization(130 staffs in the 3rd year)

5.3.2. Tasks o f  department

(f) Managing Director
The managing director will be in charge of the overall operation of the 2 departments following 

the instruction of managers and the managing director will be vested by the power to control all 
activities related to the milk processing plant.

(D Administration & production department 
This department is in charge of general affairs related to the operation of the plant. And they 

adminstrate the salary of employees and staffs and manage the welfare facilities. They plan to 
rationalized the function of work and make out the financial statement. Another task is to assist

12



other department for administrative affairs in order to achieve the whole target of the plant.
Moreover, their task encourages the farmers to raise dairy cattle and guide the dairy farmers to 

adopt new technology and management dairy farming and is to assist the dairy farmers to improve 
milk quality and is to manage the integrated business efficiency.

Meanwhile the work of production department is to collect milk and to process it. And in order 
to accomodate the consumers' desire, they research the development of new products, packing 
material and quality control.

(D Marketing dapartment
The work of marketing department is to achieve the sales target according to the plan while 

expanding market share.
It takes charge of sales promotion such as advertisement in order to maintain and increase 

market share. Also It observes the market trend and reflect it for the development of new 
products.

CHAPTER 1 .  FINANCIAL ANALYSIS

6.1. Basic assumption
Project life is 10 years including 3 years of construction period and service life of fixed assets 

are 40 years for building, 10 years for plant and equipment and 7 years for'other assets respectively.

Procurement prices of raw material will be supposed 420 thousand won per metric ton.
Price of market processed milk(weight average) will be 970 thousand won per metric ton. 
Income tax will be imposed at the rate of 10.75 % on gross profit of the plant.
Salary is 3,000 million won in the first year, 4,200 million won in the second year and 

6,000million won from the third year.l % loss is wasted in the process of producing meat products.

6.2. Capital investment of the plant
The capital investment of the project is estimated to be 35,000 million won on the basis of 1996 

year current prices.
(Unit; million Won)

Item Land Building Machinery 
and plant Equipment Others

assets
Total

Investment 7,000 13,000 12,000 700 2,300 35,000

The amount of investment cost required for the project will be financed by NLCF itself. 
Government and OECF. The capital cost of the total investment, which will be used as the 
discount rate in the financial analysis is assumed to be 5.80 percent annum which covers the 
weighted average cost of capital investment.



(U nit: million Won)

Source of fund Amount Interest rate

OECF 8,000 4%

Gov't tenii loan 17,000 3%

NLCF 10,000 12%

Total 35,000 5.80%

6.3. Working capital
Total working capital requirement, will be .^ound 4,038 million won for the first year. It will 

increase annually as the operating rate goes up from the level of the first year. The details of 
working capital requirement is shown in appendix 7.

Working capital requirement excluding payables working capital requirement will be financed by 
NLCF at an interest rate of 12 percent annum. Working capital requirement for loan and its interest 
are estimated in the project period as belows.

(unit: million won)

^ ^ ^ Y e a r
Item

1 2 3 4 5 ' 6 7

Working capital 4,038 5,454 .7,577 7,577 _ 7,577 7,577 7,577

Interest on 
working capital

422 566 783 783 783 783 783

6.4. Production cost
Production cost, the sum of fixed cost and variable cost, is calculated annually as belows. The 

details of those are shown in appendix 7.

(unit; million won)

^ ^ ^ ^ ^ ^ Y e a r
Item

1 2 3 4 5 6 7

Fixed cost 8,820 10220 12320 12320 12320 12,256 12,193

Variable cost 17,072 23,876 34,083 34,083 34,083 34,083 34,083

Total 25,892 34,096 46,403 46,403 46,403 46339 46,276
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6.5. Cash flow
The annual cash flow from the project is estimated as follows. The details is given in appendix 5,7.

(unit: thousand won)

^ ^ ; \ ^ Y e a r
Item

0 I 2 3 4 5 6 7

Investment
cost 35,000 22,651

Inc. working 
capital -3,513 -1,205 -1,808 6,526

Operating cash 
flow 6,398 9,360 13,803 13,803 13,803 13,796 13,790

Net cash flow -35,000 2,885 8,155 11,995 13,803 13,803 13,796 42,968
Present value -35,000 2,726 7,285 10,129 . 11,016 10,412 9,837 28,956

Note : 1) Salvage value : 22,651 million won. 2) discount factor: 5.80 %.

6.5.1. Net present value
NPV = sum of discounted present value - investment cost 

= 60,645 - 35,000 
= 25,645 million won

6.5.2. Internal rate o f return
IRR in the project is calculated to be approximately 26.18% which is much higher than the capital 

cost initial investment, that is 5.80 percent.

6.6. Sensitivity analysis

Item

A ssu m p tio n ^ \^
NPV 

(milion won) IRR Discounted 
payback period

Break-even 
point(lst year)

Original
calculation 25,645 26.18% 4.35 years 75.14%

With 5% fall 
in sale price 15,861 20.96% 5.18 years 85.54%

With 5% rise 
in raw material 

price
21,243 23.83% 4.69 years 79.43%

According to the sensitivity analysis, changes in final product prices are more sensitive rather 
than changes in raw material prices.
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6.7. Financial viability
On the basis of the above financial analysis, the project is said to be financially viable.

CHAPTER V II. BUDGET
The budget for the operating year is estim ated as belows

(unit : million)

Item 1 2 3 4 5 6 7

1. Revenue 28,809 40,332 57,618 57,618 57,618 57,618 57,618

2. Expense 25,892 34,096 46,403 46,403 46,403 46,340 46,276

3.Gross income 2,917 6,236 11,215 11,215 11,215 11,278 11,342

4. Interest long 2,030 2,030 2,030 2,030 2,030 1,966 1,903

- term loan

5. Tax(10.75%) ■ 314 670 1,206 1,206 1,206 1,212 1,219

6. Net income 2,603 5,566 10,009 10,009 10,009 10,066 10,123

CHAPTER 1 .  RECOMMENDATIONS

8.1. Necessity of the project
The farmers in Korea are suffering from the fall down or fluctuation in the price of existing dairy 

products.lt is going to be opened domestic market of dairy products gradually by the WTO(world 
trade organization) system. Therefore, it is natural and inevitable duty for the NLCF to suggest to 
farmers the solutions to cope with the difficulties, as an organization of producers.

The Korea Government has been promoted the livestock cooperatives to participate in the agro 
processing business, as one of solutions to increase the farmers' income. Unfortunately, there 
is no milkprocessing plant run by NLCF not only in the project area but also in Korea. This 
project will provide the farmers in the Korea(project area) with the stable and remunerative 
price, which finally increase the farmers' income.

16



8.2. Recommendation
(X) It is recommended that NLCF implement the milk processing plant project in order to 

increase the farmers' income and to strengthen the production bases of the dairy industry, as 
financial analysis indicates that this project is economically feasible and viable.

(2) The milk processing plant should expand the market share of NLCF through advertisement 
and promotion for more processed milk consumption in the rural and urban area, emphasizing the 
dairy products with NLCF brand contains necessary nutrients for improving human health.

c (3) The plant should develope various dairy products in short time for its international and 
domestic competitiveness.

@ Marketing system of milk should be improved efficiently in order to reduce marketing cost for 
the benefit of both producer(member farmers) and consumers.

(D The Government should make more investment in improving the weak structure of the dairy 
industry in order to increase and stabilize the farmers' income and to supply reasonable and good 
quality of dairy products for consumers.

17



CHAPTER I . APPENDICES

Appendix 1 Number of dairy cattle & household

(unit: Head, household)

Year Dairy cattle Household
1985 390,135 43,760
1990 503,947 33,277
1991 495,772 30,150
1992 508,241 27,965
1993 553,343 28,219
1994 552,139 25,667

Source:Dairy statistics, 1995, MAFF

Appendix 2 Status of Land Area in project Area 

Forest Lands 4,563.1(54.9)

Miscellaneous 1,094.0(13.1)

Cultivated Lands 2,659.6 (32.0) (Dry Fields 906.8 (10.9) +Rice Paddies 
1,752.8 (21.1)

Total Area 8,316.7kt  ̂(100%)
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Appendix 3. Population trend & Precipitation by month in Project Area

Population Trend
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Appendix 4 processing diagram

M a r k e t  M ilk  P r o c e s s in g  D ia g r a m
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Flavoured Milk Processing Diagram
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Stirred Yoghurt Processing Diagram
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Liquid Yoghurt Processing Diagram
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Appendix 5 Depreciation
(unit; thousand won)

Item Investment
cost

Service
life

Salvage
value

Annual
depreciation

Land

Building

Machinery 
and plant

Equipment 

Other asssets

7.000.000

13.000.000

12.000.000

700,000

2,300,000

40

10

10

7

7,000,000

10,952,500

4,440,000

259,000

292,500

1,080,000

63,000

328,571

Total 35,000,000 22,651,500 1,764,071

Note : 1. Building, machinery and equipment of annual depreciation = investment cost * (1-10%) / 
life year

. , 2. Other assets of annual depreciation = investment cost / hfe year

Appendix 6 Interest and repayment of long-term loan
(unit: thousand won)

^''^^Source OECF
(Interest)

Government
(Interest)

NLCF
(Interest)

Interest
(Total)

1 320,000 510,000 1,200,000 2,030,000
2 320,000 510,000 1,200,000 2,030,000
3 320,000 510,000 1,200,000 2,030,000
4 320,000 510,000 1,200,000 2,030,000
5 320,000 446,250 1,200,000 1,966,250
6 320,000 382,500 1,200,000 1,902,500
7 320,000 318,750 1,200,000 1,838,750

Total 2,240,000 3,187,500 8,400,000 13,827,500

i®- Interest rate
1. NLCF : 12 % of interest rate
2. OECF : 4 % for a term of 18 years inclusive of a grace period of 7 years
3. Gov't loan : 3 % for a term of 11 years inclusive of a grace period of 3 years
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1. Investment cost (1,000 won)

^ i  Iding 
Plant, machinery 

Equ i pmen t 
Other assets 

Total

l.k. Plant capacity (tons/year)

Milk processing 

Output
Processing loss

Appendix 7.
Financial analysis

7000000

13000000
12000000

700000
2300000

35000000

60000

0.99

0.01

B S S = S 5S S S S 5= S S S S 3S S = =

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

2. B. Capacity utilisation 0 0.3

3. Sales prices (1, OOOwon/ton) 970

4. Raw material prices 420

(1, OOOwon/ ton)

5. Packing material 35
(l, OOOwon/ton of mi Ik)

6. Labour (1, OOOwon/year) 3000000

7. Annual depreciation 

(1, OOOwon)

Land < 0 year >
Building < 40 years >
Plant, machinery < 10 years > 

Equipment < 10 years >

Other assets < 7 years >

Total '
* depreciation formula

2. other assets : investment cost / life year 

8. Project life (year) 7

0.7

970

420

35

1

970

420

35

1

970

420

35

1

970

420

35

1

970

420

35

9. Working capital requirement (1,OOOwon)

Cash and bank 
Receivables (months) 

milk products 
.^^Inventories (months) 

ffliIk and packing 
Payables (months)

10. Annual interest rate ( % ) 
Long-term loans

OECF
Gov’t loan 
NLCF funds
Total (weight average)
Cost of working capital

11. .Amount of long-term loans

500000 

1

1

0.5

4
3

12
5.8

12

1

970

420

35

4200000 6000000 6000000 6000000 6000000 6000000

0 0 0 0 0 0 0

SALVAG
VALUE

700
292500 292500 292500 292500 292500 292500 292500 1095
1080000 1080000 1080000 1080000 1080000 1080000 1080000 444

63000 63000 63000 63000 63000 63000 63000 25
328571 328571 328571 328571 328571 328571 328571

1764071 1764071 1764071 1764071 1764071 1764071 1764071 2265

mt.cost * (1-105S)/1 ife year

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

OECF
Gov't loan 
NLCF funds 

Total

8000000 8000000 8000000 8000000 8000000 8000000

17000000 17000000 17000000 17000000 17000000 14875000
10000000 10000000 10000000 10000000 10000000 lOOOOOOO

35000000 35000000 35000000 35000000 35000000 32875000

Solution (1, OOOwon)

Schedule 1 : Estimated production and revenues

8000000 8000000
12750000 10625000
10000000 10000000 
30750000 28625000

s s s s = = = = =
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Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

Production (tons)
Sale prices(1, OOOwon/ton) 

Revenue (1, OOOwon)

0 29700

0 970

0 28809000

41580

970

40332600

59400

970

57618000

59400

970

57618000

59400

970

57618000

59400

970
57618000

59400

970
57618000

= = = s s s s s s s s = = = S S S S S = = S S = = = = = = S S S S S S 35S 3

Schedule 2 : Estimated inputs and costs (1, OOOwon)

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

Total variable cost 0 17071590 23876226 34083180 34083180 34083180 34083180 34083180

Raw material 
Packing material 
Power & fuel 
Transportation 

Int. on w. c 12% 
Casual labors 

Contingency

12600000

1050000

1000000
1000000
421590
500000

500000

17640000 

1470000 

1400000 
C  1400000 

566226 

700000 

700000

25200000
2100000

2000000

2000000
783180

1000000
1000000

25200000

2100000

2000000

2000000

783180
1000000
1000000

25200000
2100000

2000000
2000000

783180

1000000
1000000

25200000

2100000

2000000
2000000

783180
1000000
1000000

25200000

2100000
2000000
2000000

783180
1000000

1000000

Total fixed cost 0 8S20071 10220071 12320071 12320071 12320071 12256321 12192571

Salaries

Insurance
Repairs & maintenance

Basic charge of electricity

Telephone charge
Advertisement
Interest on term loan

Depreciation
Contingency

3000000

140000

128000
210000
48000

1000000
2030000

1764071
500000

4200000

140000

128000
210000
48000

1000000
2030000

1764071
700000

6000000

140000

128000
210000
48000

1000000
2030000
1764071

1000000

6000000
140000
128000

210000
48000

1000000
2030000

1764071

1000000

6000000
140000
128000
210000
48000

1000000
2030000

1764071

1000000

6000000

140000

128000
210000
48000

1000000
1966250
1764071

1000000

6000000

140000

128000
210000
48000

1000000
1902500
1764071
1000000

Total cost 0 25891661 34096297 46403251 46403251 46403251 46339501 46275751

Schedule 3 : Working capital requirement (1, OOOwon)
S S S S S 33S S S S 3S S 3S 3S S S S S 3S S S S S S 5S S S S S S S S = S = = = = = = = S S S 33

' Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

: 3S S 3S = S S S S S S 333S 3S

Year 6 Year7

Total current assets 4038250 5453550 ■ 7576500 7576500 7576500 7576500 7576500

Cash
Receivables

Inventories

500000 500000 500000 500000 500000 500000 500000
2400750 3361050 4801500 4801500 4801500 4801500 4801500

1137500 1592500 2275000 2275000 2275000 2275000 2275000

Total current liabilities 

Payables

Net working capital 
Incremental working capital

525000

525000

3513250
3513250

735000

735000

4718550
1205300

1050000

1050000

6526500
1807950

1050000

1050000

6526500
0

1050000

1050000

6516500
0

1050000

1050000

6526500
0

1050000

1050000

6526500
-6526500

Schedule 4 : Income statement (1, OOOwon)
S 3S S S 33S S S = = = = 3S 3a = 33333S = S 3S S B S S 5S S S a = S S S

Year 0

=============
Year 1 Year 2 Year 3 Year 4 Year 5 Year.6 Year?

Sales of revenue 28809000 40332600 57618000 57618000 57618000 57618000 57618000
Total cost of sales 25891661 34096297 46403251 46403251 46403251 46339501 46275751
Gross profit 2917339 6236303 11214749 11214749 11214749 11278499 11342249
Profit before tax 2917339 6236303 11214749 11214749 11214749 11278499 11342249

Tax (10.75*) 313614 670403 1205585 1205585 1205585 1212439 1219292
Profit after tax 2603725 5565900 10009163 10009163 10009163 10066060 10122957
Retained earnings 2603725 5565900 10009163 10009163 10009163 10066060 10122957
Accumulated earnings 2603725 8169625 18178788 28187951 38197114 48263174 58386131

Operating cash flow 6397796 9359971 13803235 13803235 13803235 13796381 13789528
Profit after tax 2603725 5565900 10009163 10009163 10009163 10066060 10122957
Add : depreciation 1764071 1764071 1764071 1764071 1764071 1764071 1764071
Add : interest long-term 2030000 2030000 2030000 2030000 2030000 1966250 1902500

= = = = = = = = = = = = = = = = =
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Schedule 5 : Balance sheet (1, OOOwon)= = =:: = = = = - = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
Year 0

===========
Year 1

ss==ssssss:
Year 2

:============
Year 3

============
Year 4

:sssssss=sss:
Year 5

s====s======
Year 6

===========
Year7

Land

Bui Iding

Plant, machinery 
Equipment 
Other assets

Less ; Accumulated depreciat 

Net fixed assets

7000000 
13000000 

12000000 

700000 
2300000 

ion 0 

35000000

7000000
13000000

12000000

700000
2300000

1764071

33235929

7000000

13000000
12000000

700000

2300000

3528143

31471857

7000000

13000000
12000000

700000

2300000

5292214
29707786

7000000

13000000

12000000
700000

2300000

7056286
27943714

7000000

13000000

12000000
700000

2300000

8820357

26179643

7000000

13000000
12000000

700000

2300000
10584429

24415571

7000000
13000000
12000000

700000
2300000

12348500

22651500

Cash
Receivables 

Inventories 
Securities 

Current assets

0

0
0
0

0

500000

2400750
1137500
854546

4892796

500000

3361050
1592500

6979218
12432768

500000

4801500
2275000

16944502
24521002

500000

4801500

2275000
28717737
36294237

500000

4801500

2275000

38365971
45942471

500000

4801500

2275000
48071103
55647603

500000

4801500

2275000
57833131

65408^31

Total asset.s 33000000 38128725 43904625 54228788 64237951 72122114 80063174 88061131

Retained earnings 

Long-term loan

0

35000000
2603725

35000000
8169625

35000000

18178788

35000000

28187951

35000000
38197114
32875000

48263174

30750000
58386131

28625000

Payables 
Current liabilities

0
0

525000
525000

735000

735000

1050000

1050000
1050000
1050000

1050000
1050000

1050000

1050000
1050000
1050000

Total liabilities
SS=SSS==S=S=SX3SSS=SSS
Balancing asset/liabil 

Cash

========
ity

35000000 38128725 ==========================

0 854546

43904625==========:

6979218==========;

54228788

16944502=============

64237951============

28717737============

72122114
===========:

38365971

80063174:===========

48071103

88061131===========

57833131===========

Schedule 6 : Financial rate of==S====3; return analysis (1, OOOwon)SS5SSSS=SSS==S5SS==SSSSSSSSSSS=SSSSS:
Year 0 Year 1 Year 2

: = = = = = = := = = = = =
Year 3

============
Year 4

================-=====c
Year 5 Year 6 Year7

Investment cost 

Inc. working captital 
Operating cash flow 

Net cash flow

-35000000
0
0

-35000000

-3513250
6397796

2884546

-1205300
9359971
8154671

-1807950

13803235

11995285

0
13803235

13803235

' 0 

13803235 

13803235

0
13796381
13796381

22651500

6526500
13789528

42967528
= = s s s s s s s s s = s s s s s s s

tKR
NPV

26. 18 

25644883
s s s s - s s s s ==sssssssss===sssss

Schedule 7 Payback period analysis (1, OOOwn)
=5SSSS==SSSSS=S8SS=SSSSSSSSSSSS=5SSSS

Year 0 Year 1 Year 2

======================
Year 3 Year 4 Year 5 Year 6

=====S=====3===
Year?

Net cash flow -35000000 2884546 8154671 11995285 13803235 13803235 13796381 42967528
Cumulative cash flow -35000000 -32115454 -23960782 -11965498 1837737 15640971 29437353 72404881
Discount factor (5.85) 1.00 0.95 0. 89 0.84 0.80 0.75 0.71 0. 67
Present value -35000000 2726414 7285094 10128696 11016362 10412440 9836740 28956142

Discount cumulative cash flow -35000000 -32273586 -24988492 -14859796 -3843434 6569006 16405746 45361888

Payback period (year) 3.87
Discount payback period (year) 4.35

Schedule 8 : Break-even point (1, OOOwon)SS==S3S3SSS===SSSSS====S3SS===SSS==SSSSSS:
Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

:===SSSS=SSS3SS=S3SS
Year 6 Year7

Revenue(1, OOOwon)
Total variable cost 
Contribution 

Total fi.xed cost 
B. E. P(capacity used, %)

0 28809000 40332600 57618000 57618000 57618000 57618000 57618000

0 17071590 23876226 34083180 34083180 34083180 34083180 34083180
0 11737410 16456374 23534820 23534820 23534820 23534820 23534820
0 8820071 10220071 12320071 12320071 12320071 12256321 12192571

75. 14 62.10 52. 35 52.35 52.35 52.08 51.81
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1. Investment cost (1,000 won)

t
nd 7000000

ilding 13000000
Plant, machinery 12000000
Equipment 700000

Other assets 2300000
Total 35000000

2. A. Plant capacity (tons/year)

Milk processing 60000

Output 0.99
Processing loss 0.01

Appendix 8.
Sensitivity analysis (5% fall in sales price)

3  =  3 X 3 ; S S S =  =  S

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

2.B. Capacity utilisation. 0 0.5 0.7 1 1 1 1 1

1

3. Sales prices (1, OOOwon/ton) 921.5 921.5 921.5 921.5 921.5 921.5 921.5

4. Raw material prices 

(1, OOOwon/ton)

420 420 420 420 420 420 420

5. Packing material 
(1, OOOwon/ton of mi Ik)

35 35 35 35 35 35 35

6. Labour (1, OOOwon/year)

7. -Annual depreciation 

(1, OOOwon)

3000000 4200000 6000000 6000000 6000000 6000000 6000000

SALVAGI
VALUE

Land < 0 year > 0 0 0 0 0 0 0 700(
Building < 40 years > 292500 292500 292500 292500 292500 292500 292500 1095;
Plant,' machinery < 10 years > 1080000 1080000 1080000 1080000 1080000 1080000 1080000 444(
Equipment < 10 years > 63000 63000 63000 63000 63000 63000 63000 25?
Other assets < 7 years > 328571 328571 328571 328571 328571 328571 328571
Total 1764071 

* depreciation formula

1. building, plant and equipment : investment cost *

2. other assets : investment cost / life year

1764071

(I-105S)/life

1764071

year

1764071 1764071 1764071 1764071 2265!

8. Project life (year)

9^-Working capital requirement (1, OOOwon)
Cash and bank 

Receivables (months) 
milk products 

-^^Inventories (months)
' milk and packing 
Payables (months)

10. Annual interest rate ( % ) 
Long-term loans

OECF
Gov't loan 
NLCF funds

Total (weight average)
Cost of working capital

11. Amount of long-term loans

500000 

1
1

0.5

4
3

12
5.8

12

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

===as=sss=:
Year 6 Year?

OECF
Gov’t loan 
NLCF funds 

Total

Solution (1, OOOwon)

8000000 8000000 8000000 8000000

17000000 17000000 17000000 17000000
10000000 10000000 10000000 10000000
35000000 35000000 35000000 35000000:SS====SSSSSSSSS==SSSS==SSSSSSSSS3SS5=SS==SS:

8000000 8000000
17000000 14875000

lOOOOOOO 10000000 
35000000 32875000=====ssss===sssss=ssss

8000000 8000000
12750000 10625000

10000000 10000000 
30750000 28625000S=3SSSSS===

Schedule 1 : Estimated production and revenues
sssssssa
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Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year?

Production (tons)
Sale prices(1, OOOwon/ton) 

Revenue (1, OOOwon) 
=============================

0 29700 

0 921.5 
0 2736S550

41580

921.5
38315970

59400
921.5

54737100
ss=====ssssss

59400
921.5

54737100
3SSSS3S33SS3

59400
921.5

54737100

59400

921.5

54737100

59400

921.5
54737100

===========

Schedule 2 : Estimated inputs and costs (1, OOOwon)

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

Total variable cost 0 17057186 23856060 34054371 34054371 34054371 34054371 34054371

Raw material 

Packing material 

Power S fuel 
Transportation 

Int. on w. c 12? 
Casual labors 

Contingency

12600000

1050000

1000000
1000000

407185.5

500000

500000

17640000

1470000
1400000
1400000

546060

700000

700000

25200000

2100000

2000000
2000000

754371
1000000

1000000

25200000 

2100000 

2000000 
*  2000000 

754371 
1000000 

1000000

- 25200000 

2100000 

2000000 

2000000 
754371 
1000000 

1000000

25200000

2100000

2000000

2000000
754371

1000000

1000000

25200000

2100000

2000000

2000000
754371

1000000
1000000

Total fixed cost 0 8820071 10220071 12320071 12320071 12320071 12256321 12192571

Salaries

Insurance
Repairs &  maintenance
Basic charge of electricity
Telephone charge
Advertisement

Interest on term loan
Depreciation

Contingency

3000000

140000

128000
210000
48000

1000000
2030000

1764071

500000

4200000
140000

128000

210000
48000

1000000
2030000
1764071

700000

6000000

140000

128000
210000
48000

1000000
2030000

1764071

1000000

6000000

140000
128000

210000
48000

1000000
2030000

1764071

1000000

6000000

140000

128000
210000
48000

1000000
2030000

1764071

1000000

6000000
140000
128000

210000

48000

1000000

1966250
1764071

1000000

6000000

140000
128000

210000
48000

1000000

1902500
1764071
1000000

Total cost 0 25877257 34076131 46374442 46374442 46374442 46310692 46246942

Schedule 3 : Working capital requirement(1, OOOwon)

sssssssssssss 'SSSSSSSSSSSS

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

Total current assets 3918212.5 5285497.5 7336425 7336425 7336425 7336425 7336425

Cash
Receivables
Inventories

500000
2280712.5

1137500

500000
3192997.5

1592500

500000
4561425
2275000

500000
4561425
2275000

500000
4561425
2275000

500000

4561425
2275000

500000

4561425
2275000

Total current liabilities 525000 735000 1050000 1050000 1050000 1050000 1050000

Payables 525000 735000 1050000 1050000 1050000 1050000 1050000

Net working capital 
Incremental working capital

3393212.5
3393212.5

4550497.5
1157285

SSS3SSSSSSS

6286425
1735927.5

6286425
0

============

62-864^5
0

6286425
0

;===========,

6286425
-6286425

Schedule 4 : Income statement (1, OOOwon)______ _ —• _ — — — — — _ — — — — —s s ^ s s s s s s s s = — = = 3 = = — = = 3 = t3SSSS33SS33:
Year 0 Year 1 Year 2 Year 3 . Year 4 Year 5 Year 6 Year7

Sales of revenue 

Total cost of sales 
Gross profit 
Profit before tax 

Tax (10. 75%)

Profit after tax 
Retained earnings 

Accumulated earnings

27368550
25877257
1491293
1491293

160314

1330979
1330979
1330979

38315970
34076131

4239839
4239839
455783

3784056

3784056

5115035

54737100
46374442
8362658
8362658
898986

7463672

7463672
12578707

54737100
46374442
8362658

8362658
898986

7463672

7463672

20042379

54737100
46374442
8362658
8362658

898986
7463672

7463672
27506051

54737100 
46310692 
8426408 
8426408 

905839 
7520569 

7520569 

. 35026620

54737100
46246942
8490158
8490158
912692

7577466

7577466
42604085

Operating cash flow 

Profit after tax 
Add ; depreciation 

Add ; interest long-term

5125050
1330979
1764071

2030000

7578128
3784056
1764071

2030000

11257743

7463672
1764071

2030000
============

11257743
7463672
1764071
2030000

============

11257743 11250890 

7463672 7520569 
1764071 1764071 

2030000 1966250
SSSSSSSSS=5SSSSS3SSSSSS:

11244037

7577466
1764071
1902500

:SS3S=SS3S=
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Schedule 5 : Balance sheet (1, OOOwon) 
==========================================

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year?

Land

Bui Iding
Plant, machinery 

Equipment 
Other assets
Less : Accumulated depreciation 

Net fixed assets

Cash
Receivables 

Inventories 

Securities 

Current assets

7000000

13000000
12000000

700000

2300000

0
35000000

7000000

13000000

12000000
700000

2300000

1764071

33235929

7000000
13000000

12000000

700000

2300000

3528143

31471857

0 500000 500000
0 2280712.5 3192997.5

0 1137500 1592500

0 -298162 4092681
0 3620050 9378178

7000000
13000000

12000000

700000

2300000

5292214

29707786

500000
4561425
2275000

11584496
18920921

7000000
13000000

12000000
700000

2300000

7056286

27943714

500000
4561425
2275000

20812240

28148665

7000000

13000000

12000000

700000
2300000
8820357

26179643

500000
4561425

2275000
27914983

35251408

7000000
13000000

12000000

700000
2300000

10584429

24415571

500000
4561425

2275000

35074623
42411048

7000000
13000000
12000000
700000

2300000

12348500

22651500

500000
4561425

2275000
42291160

49627585

Total assets 35000000 36855979 40850035 48628707 56092379 61431051 66826620 72279085

Retained earnings 

Long-term loan

Payables 
Current liabilities

0 1330979 5115035
35000000 35000000 35000000

0 525000
0 525000

735000

735000

12578707
35000000

1050000

1050000

20042379
35000000

1050000

1050000

27506051

32875000

1050000

1050000

35026620
30750000

1050000
1050000

42604085

28625000

1050000

1050000

Total liabilities

Balancing asset/1iabi1ity 

Cash

35000000 36855979 40850035 48628707 56092379 61431051 66826620 72279085

0 -298162 4092681 11584496 20812240 27914983 35074623 42291160

Schedule 6 : Financial rate of return analysis (1, OOOwon)
S S = = = = = = = = S S S S = = S = 3S S S S 3S S S S S S = = = = S S S S S S a = = = = S = S S S S S 3= S = = S = = = = S

Year 0 Year 1 Year 2 Year 3 Year 4

=sssssasss==s=s3ssss:

Year 5 Year 6 Year7

Investment cost 

Inc. working captital 

Operating cash flow 

Net cash flow

IRR
NPV

-35000000

0 -3393213 -1157285

0 5125050 7578128
-35000000 1731838 6420843

========================================================
20.96

15861156

-1735928 0 0

11257743 11257743 11257743

9521816 11257743 11257743

22651500 
0 6286425

11250890 11244037
11250890 40181962

Schedule 7  ̂ Payback period analysis (I, OOOwon)
5SSSSSSS=S = = SSS = S= == =S = = == = = = S = = SSSS3(SXSSS = SS=SSSS33;

Year 0 Year I Year 2 Year 3 Year 4 Year 5 Year 6 Year7

Net cash flow -35000000
Cumulative cash flow -35000000
Disco'unt factor (5. 8%) 1.00
Present value -35000000
Discount cumulative cash flow -35000000
Payback period (year) 4.54

Discount payback period (year) 5.18

1731838 
-33268162 

0. 95 
1636898 

-33363102

6420843 
-26847319 

0. 89 
5736153 

-27626950

9521816
-17325504

0.84
8040124

-19586825

11257743 
-6067760 

0. 80 
8984805 

-10602020

11257743 
5189983 

0. 75 

8492255 
-2109765

11250890
16440873

0.71

8021819
5912054

40181962
56622835

0.67
27078928
32990982

Schedule 8 : Break-even point (1, OOOwon)
~ S = = = = = = S = = = = = = = = S = S = S S 3 S S S S S = = = = = = = S = = S = 3

Year 0 Year 1 Year 2 Year 3

=================================
Year 4 Year 5 Year 6 '

= = = = = = = = = = = =

Year7

Revenue (1, OOOwon)

Total variable cost 

Contribution 
Total fixed cost 
B. E. P(capacity used, J)

0 27368550 38315970 54737100 54737100 54737100 54737100 54737100
0 17057186 23856060 34054371 34054371 34054371 34054371 34054371

0 10311365 14459910 20682729 20682729 20682729 20682729 20682729

0 8820071 10220071 12320071 12320071 12320071 12256321 12192571
85.54 70.68 59.57 59.57 59.57 59.26 58.95
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Appendix 9.
Sensitivity analysis (5% rise in raw material price) 

1. [nvestoent cost (1,000 won)

Building
Plant, machinery 
Equipment 

Other assets 

Total

2. A. Plant capacity (tons/year)

Milk processing 
Output

Processing loss

7000000

13000000
12000000
700000

2300000
35000000

60000 

0.99 
0. 01 
6

Year 0 Year 1 Year 2 Year 3

S====3SSSSSSSS=SSS=SSSS=SSSSSS3:

Year 4 Year 5 Year 6 Year?

2.B. Capacity utilisation 0 0.5 0.7 1 1 1 1 1

3. Sales prices (1, OOOwon/ton) 970 970 970 970 970 970 970

4. Raw material prices 
(1, OOOwon/ton)

441 441 441 441 441 441 441

5. Packing material 

(1, OOOwon/ton of mi Ik)

'r~
35 35 35 35 35 35 35

6. Labour (1, OOOwon/year)

7. Annual depreciation 
(1, OOOwon)

3000000 4200000 6000000 6000000 6000000 6000000 6000000

Land < 0 year > 0 0 0 0 0 0 0
Building < 40 years > 292500 292500 292500 292500 292500 292500 292500
Plant, machinery < 10 years > 1080000 1080000 1080000 1080000 1080000 1080000 1080000
Equipment < 10 years > 63000 63000 63000 63000' 63000 63000 63000
Other assets < 7 years > 32S571 328571 328571 328571 328571 328571 328571
Total

* depreciation formula
1. building, plant and equipment
2. other assets : investment cost

1764071

: investment cost * 

/ life year

1764071 

(1-10%)/I

1764071 

ife year

1764071 1764071 1764071 1764071

SALVAGE
VALUE

7000

10952

44401
259'

8. Project life (year)

9. Working capital requirement (l,000won)

Cash and bank 
Receivables (months) 
milk products 

—̂ iLGventories (months) 
milk and packing 

Payables (months)

10. Annual interest rate ( %  ) 
Long-term loans

OECF
Gov't loan 

NLCF funds
Total(weight average)

Cost of working capital

11. Amount of long-term loans

500000 

1

1

0.5

4
3

12
5.8

12

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

OECF
Gov’t loan 
NLCF funds 

Total

■ 8000000 8000000 8000000 8000000 8000000 8000000
17000000 17000000 17000000 17000000 17000000 14875000

10000000 lOOOOOOO 10000000 10000000 10000000 10000000
35000000 35000000 35000000 35000000 35000000 32875000

8000000 8000000

12750000 10625000
10000000 10000000 
30750000 28625000

Solution (1, OOOwon)

Schedule 1 : Estimated production and revenues



Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year?

Production (tons)
Sale prices (1, OOOwon/ton) 

Revenue (1, OOOwon)

0 29700
0 970

0 28S09000

41580

970
40332600

59400

970
57618000

59400
970

57618000

59400

970
57618000

59400

970
57618000

59400
970

57618000

Schedule 2 : Estimated inputs and costs (1, OOOwon)

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

Total variable cost 0 17704740 24762636 35349480 35349480 35349480 35349480 35349480

Raw material 13230000 18522000 26460000 26460000 26460000 26460000 26460000
Packing material 1050000 1470000 2100000 2100000 2100000 2100000 2100000
Power 4 fuel 1000000 1400000 2000000 2000000 2000000 2000000 2000000
Transportat ion 1000000 1400000 2000000 2000000 2000000 2000000 2000000
Int. on w. c 12% 424740 570636 789480 789480 789480 789480 789480
Casual labors 500000 700000 1000000 1000000 1000000 1000000 1000000.
Contingency 500000 700000 1000000 1000000 1000000 1000000 1000000

Total fixed cost 0 8820071 10220071 12320071 12320071 12320071 12256321 12192571

Salaries 3000000 4200000 6000000 6000000 6000000 6000000 6000000
Insurance 140000 140000 140000 140000 140000 140000 140000
Repairs & maintenance 128000 128000 128000 128000 128000 128000 128000
Basic charge of electricity 210000 210000 210000 210000 210000 210000 210000
Telephone charge 48000 48000 48000 48000 48000 48000 48000
Advert isement 1000000 1000000 1000000 1000000 1000000 1000000 1000000
Interest on term loan 2030000 2030000 2030000 2030000 2030000 1966250 1902500 !
Depreciation 1764071 1764071 1764071 1764071 1764071 1764071 1764071
Contingency 500000 700000 1000000 1000000 1000000 1000000 1000000

Total cost 0 26524811 34982707 47669551 47669551 47669551 47605801 47542051
S=SSS3SSS======SS==SS3SS=SSSS==S==S=========3===S=SSSSS=ssssssssss::============3SS3SSSS====

Schedule 3 : Working capital requirement (1, OOOwon)— — — — — — — — — — — — — — — — — — — — _ — — — — — — __ — — _ —
•

S53S3333SSSS

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

—
Year?

Total current assets 4090750 5527050 7681500 7681500 7681500 7681500 7681500 :

Cash 500000 500000 500000 500000 500000 500000 500000 ^
Receivables 2400750 3361050 4801500 4801500 4801500 4801500 4801500 i
Inventories 1190000 1666000 2380000 2380000 2380000 2380000 2380000

Total current liabilities 551250 771750 1102500 1102500 1102500 1102500 1102500 I

Payables 551250 771750 1102500 1102500 1102500 1102500 1102500
j

Net working capital 3539500 4755300 6579000 6579000 6579000 6579000

!

6579000 '

Incremental working capital 3539500 1215800 1823700 0 0 0 -6579000
============================= sssBssssss: sssssssssss;:3SSS3SSS==3===========

Schedule 4 : Income statement (1, OOOwon)________ _ _ _ _ _ _ _ _ _ SSSSSSSSS3S 3333333SS33

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7

Sales of revenue 28809000 40332600 57618000 57618000 57618000 57618000 57618000

Total cost of sales 26524811 34982707 47669551 47669551 47669551 47605801 47542051

Gross profit 2284189 5349893 9948449 9948449 9948449 10012199 10075949

Profit before tax 2284189 5349893 9948449 9948449 9948449 10012199 10075949

Tax (10. 75%) 245550 575113 1069458 1069458 1069458 1076311 1083164

Profit after tax 2038638 4774779 8878990 8878990 8878990 8935887 8992784

Retained earnings 2038638 4774779 8878990 8878990 8878990 8935887 8992784

Accumulated earnings 2038638 6813417 15692408 24571398 33450388 42386276 51379060

Operating cash.flow 5832710 8568851 12673062 12673062 12673062 12666209 12659356

Profit after tax 2038638 4774779 8878990 8878990 8878990 8935887 8992784

Add depreciation 1764071 1764071 1764071 1764071 1764071 1764071 1764071

Add : interest long-term
SSSS===SSSS3SSS3SS3SSS3SSSS==

2030000 2030000 2030000 2030000
3SSSSSSSSSSS

2030000
SSSSSS33SSS:

1966250
:===========

1902500
======*====

32



Schedule 5 : Balance sheet (1, OOOwon)
s a a a  = = = s a s » s s  =  =  = s s s s a s s s s s s s r s s s : s s s s s  =  s s s s

Year 0 Year Year 2 Year 3 Year 4

SSSSSSSSSSSSSSSSSSSSSS=SS3S=SS

Year 5 Year 6 Year?

Land 7000000 7000000 7000000

Building 13000000 13000000 13000000
Plant, machinery 12000000 12000000 12000000

Equipment 700000 700000 700000
Other assets 2300000 2300000 2300000

Less ; Accumulated depreciation 0 1764071 3528143

Net fixed assets 35000000 33235929 31471857

Cash 0 500000 500000
Receivables 0 2400750 3361050

Inventories 0 1190000 1666000
Securities 0 263210 5586260

Current assets 0 4353960 11113310

7000000

13000000

12000000

700000
2300000
5292214

29707786

7000000

13000000

12000000
700000

2300000
7056286

27943714

7000000

13000000
12000000

700000
2300000
8820357

26179643

7000000

13000000

12000000
700000

2300000
10584429
24415571

7000000

13000000
12000000

700000
2300000

12348500
22651500

500000

4801500

2380000
14405622
22087122

500000

4801500
2380000

25048684
32730184

500000

4801500

2380000
33566746

41248246

500000

4801500
2380000

42141704
49823204

500000

4801500
2380000

50773560

58455060

51794908 60673898 67427888 74238776 81106560

15692408
35000000

24571398

35000000
33450388

32875000
42386276

30750000
51379060

28625000

1102500

1102500

1102500

1102500
1102500

1102500
1102500

1102500
1102500
1102500

Total assets 35000000 37589888 42585167

Retained earnings 
Long-term loan

Payables 
Current liabilities

35000000

0
0

2038638

35000000

551250

551250

6813417

35000000

771750

771750

Total liabilities
= = s = 3 s 3 s s a a s s s s s s s = s = = = = s s

Balancing asset/1iabi1ity 

Cash
========

35000000 37589888 42585167 51794908 60673898 67427888 74238776 81106560

263210 5586260 14405622 25048684 33566746 42141704 50773560
=======s======

Schedule 6 : Financial rate of return analysis (1, OOOwon)
= = s = = = = = = = = = = = = s s s = 3 = = = = = = = r = = = = = = = = = = = = 3 = = = = = = = = = = = = = = = = = = = = = i

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year?

Investment cost 
Inc. working captital 
Operating cash flow 
Net cash flow

IRR
NPV

-35000000
0 -353.9500 -1215800

0 5832710 8568851
-35000000 2293210 7353051;===============================

23.83
21242611

-1823700 0 .0
12673062 12673062 12673062
10849362 12673062 12673062

22651500 

0 6579000
12666209 12659356
12666209 41889856

S S S S 3S S S = S 5S S S S = = 33S S S = S 3S S S S S S S S S S = 3S S S S S = S S S

Schedule 7 : Payback period analysis (1, OOOwon)
333S S S S 3= = 3= 3S 9S S S S S a = = S S S S S = 3S S 3S S S S S = = = S S S S S 3= 333S

Year 0 Year 1 Year 2 Year 3

S S 3S S S S S 53S S S = = 3S S a = S 3S 8
Year 4 Year 5 Year 6 Year?

Net cash flow -35000000 2293210 7353051 10849362 12673062 12673062 12666209 41889856
Cumulative cash flow -35000000 -32706790 -25353740 -14504378 -1831316 10841746 23507954 65397810

Discount factor (5.8*) 1.00 0. 95 0. 89 0.84 0.80 0. 75 0.71 0. 67
Present value -35000000 2167495 6568954 9161091 10114371 955989? 9030933 28229890
Discount cumulative cash flow -35000000 -32832505 -26263551 -17102460 -6988089 2571808 11602741 39832631
Payback period (year) 4.14
Discount payback period (year) 4.69

Schedule 8 : Break-even point (1, OOOwon)
3 = 33 = = == = = = C = = = = = = = == == '== = = = = 3 = = = = = = S = = = = =5 = = == = = = 3: =

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year?

Revenue(1, OOOwon)
Total variable cost 

Contribution 

Total fixed cost 
B. E. P(capacity used, 55)

0 28809000 40332600 57618000 57618000 57618000

0 17704740 24762636 35349480 35349480 35349480

0 11104260 15569964 22268520 22268520 22268520
0 8820071 10220071 12320071 12320071 12320071

79.43 65.64 55. 33 55.33 55.33

57618000

35349480
22268520

12256321
55.04

57618000
35349480
22268520

12192571
54.75

======== = = = = = = = = = = =
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TENTH ICA/JAPAN TRAINING COURSE FOR 
STRENGTHENING MANAGEMENT OF 

AGRICULTURAL COOPERATIVES IN ASIA 
INDIA, MALAYSIA AND JAPAN 

October 18,1995 to April 20,1996

Title of Project;

%

Country ; m  m

H m  X O S B  HikSHi
Project Prepared by ; N X K  l E A K S O H

Funded by the Government of Japan 
(Ministry of Agriculture, Forestry & Fisheries)

and
Executed by the ICA in collaboration with its Member Organisations

in India, Malaysia and Japan

ICA Management Training Project for Agricultural Cooperatives in Asia 

INTERNATIONAL COOPERATIVE ALLIANCE

Headquarters: Regional Office fo r  Asia & Pacific:

15 Route des Morillons 'Bonow House'
CH-1218 Grand Saconnex 43 Friends Colony (East)
Geneva, Switzerland New Delhi 110 065, India



The Tenth ICA/JAPAN Training Course for 

strengthening Management of Agricultural 

Cooperatives in Asia is a fruitful to me in 

understanding more in Agricultural Cooperatives 

Movement throughout Asia particularly from 

those participants representing 12 different 

countries.

I would like to take this opportunity to offer 

my sincere thanks to ICA/ROAP in Delhi, 

especially to Dr. Daman Prakash, the Project 

Director; and all the Professors of IRMA, who 

had sow seeds of knowledge, guidance and 

had enriched me with the conceptual and 

methodogical of Intergrated Cooperative 

Management.

I am also very grateful and thankful to my 

Director General for his support to extend me 

in participating this course.
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RISDA - Rubber Industry Smallholders Development Authority.

RRIM - Rubber Research Institute of Malaysia.

RSSB - RISDA Skim Sembilan Belas Lima Puluh Enam Sdn. Bhd.
( RISDA Scheme Nineteen Fifty Six Private Limited)

PB - Prang Besar Estate ( Clone)

GT - Gondang Tapen ( Indonesia)
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CHAPTER 1 s i F M a u k m T

The proposed project is to establish a Rubber Nursery 

for the production of quality rubber seedlings or planting 

materials at Kg. Tok Dor, Besut, Terengganu.

The project will be undertaken by Besut District Rubber 

Smallholders Cooperative as an addition to the existing activities. 

The main objective of this project is to supply healthy and 

vigorous rubber seedlings to the smallholders at the 

appropriate time.

The estimated investment cost for establishing a nursery

is RM 144960. The sum of RM 28980 will be provided from

equity and the balance of RM 116000 will be financed by

the Cooperative Department with the interest rate of 6%.

The loan will be repaid within 5 years.

The project viability is proven with details of financial analysis as

follows: NPV = RM 225,157
BCR = 2.55
IRR = 36.41 %

jT .......N
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2.1.1 Natural Rubber is one of the main crop produced by Malaysia. 

Currently, Malaysia is the third world production of Natural 

Rubber. It produced one million metric tonne. The smallholders 

sector played dominant position in the producton of rubber. 

Most of the rubber estates have been converted into industrial 

areas.

2.1.2 RISDA a quasi-govemment agency responsible for the 

replanting of rubber smallholders land is given the task to 

undertake Replanting Programme of 100,000 hectares under 

the Seventh Malaysian Plan (1996-2000). The government 

has allocated RM190 million for the Replanting Programme.

2.1.3 RSSB (RISDA Scheme Nineteen Fifty Six Sdn. Bhd), a RISDA 

subsidiary is reponsible for producing planting materials or 

rubber seedlings throughout the country. Cunrently, there are

3 RSSB’s Central Nurseries which are located at

(i) Changkat Sulaiman - for West Coast States i.e. Perak, 

Kedah, Penang and Perlis.

(ii) Sekijang - for Southern States i.e. Selangor, Malacca, 

Negeri Sembilan and Johor.

(iii) 1 .̂ Awah - for East Coast States i.e. PahangTerengganu 

and Kelantan.

CHAPTER 2 :



2.1.4 RSSB which has to produce 8 million of rubber seedingsper

year will be unabled to fulfill thequota given by RISDA.Thus the 

Rubber Smallholders Cooperatives are given the opportunities 

to participate in the preparation of the rubber seedlings.

2.2 Area of Project

2.2.1 Under the Seventh Malaysian Plan, the State of Terengganu 

is given an allocation of2,200 hectares per year f or Replanting 

Programme. The State RISDA Director will proportionate the 

allocation to the districts according to rubber areas due for 

replanting.

2.2.2 There are 7 districts in the State of Terengganu, namely;

(i) Besut

(ii) Setiu

(iii) Marang

(iv) Kuala Terengganu

(v) Hulu Terengganu

(vi) Dungun

(vii) Kemaman



2.2.3 Presently there are 2 districts which are densely populated 

rubber areas, and normally they are given more areas for 

replanting. The distribution of the Replanting Programme 

according to the districts are as follows.

D istricts Hectares

Besut 350
Setiu 500
Marang/Kuala Terengganu 370
Hulu Terengganu 550
Kemaman 200
Dungun 230

Total 2,200
Source: RISDA Teren^anu 

2.3 Existing Supply of Planting Materials

2.3.1 For the State of Terengganu, the planting materials are
supplied by 2 RSSB’s Nursery; namely:

(i) RSSB’s Central Nursery in Kg. Awah.

(ii) RSSB’s Sub. Nursery in Bt. 17, Marang.

2.3.2 RISDA’s transportations are being used to transport the

planting materials to the individual smallholders .Normally, it

takes2 days for the planting materials to reach the smallholders.

" -
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2.4 Problems faced by Smallholders

(i) Supply of the planting materials are not at the 

appropriate time.

(il) Delay in supplying of planting materials due to the 

demand by other districts and states.

(iii) By the time the planting materials reach the smallholders,

30 -40% will deteriorated due to the transplanting shod̂  

or dieback.

2.5 Needs and Justî cation for the Project

(i) The need to supply quality planting materials to the 

smallholders at the appropriates time. The planting 

season in East Coast is from October to January and 

from March to May

(ii) To encourage the cooperative to venture into business 

which is more challenging.

(iii) To create employment to the smallholders in rubber 

nursery.

(iv) To create awarenss to the cooperative members so as 

to have the feeling of self-belonging to the cooperative.



3.1 The proposed project is to establish Rubber Nursery at

Kg. Tok Dor, Besut, Terengganu. The 13 acreas or 5.2608 

hectares of land is capable in producing 403,000 rubber 

seedlings.The labour will be drawn from the smallholders within 

the area.

3.2 Objectives

(i) To produce quality planting materials as required

byRISDA.

(ii) To ensure quality planting materials are supplied to

the smallholders at the appropriate time.

(iii) To enable the cooperative to participate in the

Government’s Privatisation Programme.

(iv) To promote better lingkage between the cooperative and 

smallholder in providing services.

3.3 Area of Operation

3.3.1 The establishments of the Rubber Nursery is to fulfill the

requirement of the smallholders in the district Besut and Setiu. 

For both districts, the total replanting areas will be 850 hec 

per years.

CHAPTER 3 :



Kg. Tok Dor has been proposed as the site for nursery due to 

the following criteria:-

(i) It is flat land, available of water supply and favourable 

soil condition.

(ii) It is situated near the main road to facilitate the 

transportation of planting materials to the smallholders.

(iii) It is beyond the reach of flood during the rainy seasons.

(iv) it is a border between the districts of Besut and Setiu.

(v) The land belongs to the Cooperative.

Nursery Location

I H



CHAPTER 4 : m m T M M M  O F

4.1 implementation and Extension

4.1.1 The project will be implemented by the Besut District Rubber 

Smallholders Cooperative. RISDA will provide backward 

lingkages such as budwood, technical know-how and close 

supervision to ensure the cooperative vvill produce only 

recommended or approved clone. Thus these will ensure 

smallholders to tap rubber tree within 41/2 years. The profile 

of recommended clone is shown in table 2.

4.2.1 The cooperative will buy the rubber seeds from individual 

smallholders .private estate and from RiSDAGroup Replanting 

Schemes. The recommended clones for the stocks are the 

RRIM 623, PB 5/51, GT1, PB 235, RRIM 605 and RRIM 712.

4.2.2 For the budwoods, the o)operative has to procure from 

RISDA’s Central Nursery so as to ensure the recommended 

clones are used for budding. The commended clones are the 

timber latex clones such as PB 235, PB 260, PB 350, PB 355, 

RRIM 936, RRIM 937, RRIM 938.

IIS
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4.3 Technical Aspects

4.3.1 The cooperative must be cautious and Intensive care should 

be taken during the budding so as to more than 80% 

success. Planning and procurement of seeds should be 

done properly for the production of healthy and vigorous 

planting material.

4.4 (Marketing

4.4.1 Under RiSDA’s Act 85 and Regulation of Replanting Sdiemes 

and Nineteen Fifty Six Schemes, all smallholders involved in 

replanting or new planting programmes must procure all their 

planting materials either from RSSB Central Nurseries or 

any bodies or Cooperatives that are being recommended by 

RISDA.

4.4.2 RISDA at any time can terminated the cooperatives from 

producing planting materials if they are found violating any 

technical specification procedures.

4.4.3 RISDA will fixed the price of the planting materials so as to 

avoid any malpractices by the Cooperatives. The cost of 

planting materials are uniform throughout the country, irrespec

tive whether the land under replanting is far or within the 

nursery locations.

1 i2 ....    ...... .......^ _.............~r"*Tr —̂ ~ ^



CHAPTER 5 : O W m M M m i^ O m  A M O

6.1 The overall management policies will be regulated by the 

Board of Directors, RISDA District Officer and RISDA’s 

Technical Committee from Head Quarters will act as Advisory to 

this project. The Technical Committee will promptly visit the project 

so as to provide technical advice and to ensure the cooperative 

comply to technical specification in producing vigorous quality 

planting materials.

5.2 Nursery techniques and other related aspects will be undertaken 

by RISDAThe training of supervisions and workers will be done 

by cooperatives in collaboration with RSSB’s Central Nursery.

5.3 Management and Organisational Structure. The structure for the 

management of the nursery is presented in Appendix 1.

5.3.1 Manager

Besides his current responsibilities, nursery activities is part 

and parcel of his duty to ensure smooth progress in 

implementation of the nursery. Thus, this will not involve any 

additional expenditure of the project. The manager will be 

assisted by;

________  ~ I -'1; fl3



5.3.2 Executive (i)

He is fully hold responsible and answerable day to day 

running of the nursery. Besides his duty in procurement of seed 

and other related materials, he should keep proper records of 

the nursery activities.

6.3.3 Supervisor (ii)

The supervisor will be responsible for the smooth running of 

the daily operation of the nursery. He is also responsible for 

planning, budding and culling so as to produce quality 

planting materials.

5.3.4 General Labour (iii)

Distribution of job is given according to the necesisty of the 

job.The skilled worker will only involvedin buddingand fertilizer 

applications the unskilled worker involved in filling of soil to 

polybag, arranging and maintenance of polybag. All the 

workers are on contract basis.

5.3.5 Finance and Accounts

The Finance and accounts will be managed by the Account 

Division of the cooperative. This would involving additional work 

for the cooperative which could be worked after by the existing 

staff.

.
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6.'I It is prepared to study the financial viability of the project.

Various measures of the investment worth are being used

I to justify the project viability
i

64 Capital Cost

0.2.1 The details of Capital Cost of the project is shown on Table 3,

while the sources of fund for this project is in Table 4, The project

is expected to cost a sum of RM144,960 and this could be funded 

through the equity and debts.

6.2.2 The term loan for the capital expenditure would come from the

Cooperative Department at the interest rate of 6%. Since the 

Cooperative Department would provede maximum 80% of the 

loan, thus the cooperative would use this opportunity is securing 

the loan. The loan repayment will he paid in 5 equal instalments 

as in shown in Table 5.

6.3 Working Capital Loan

6.3.1 RSSB in providing advance or progress payment to the 

cooperative base on the job done. Thus the cooperative do not 

necessary to require loan from the bank for the working capital.

6.3.2 The cooperative will get advance payment from RSSB when 80% 

of the seedlings have been budded. Each payment is 35 cents
*■

per polybag.
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3.4 Recurring Cost

3.4.1 Table 6, 7 and 8 provide both recurring costs for fixed and 

variable costs over the entire project life.

6.4.2 Table 9 showns the estimation cost for the estalisments of the 

project.

6.5 R/leasures of Investment Worth

6.5.1 Table 10 provides the summary cash-flows for entire prqect while 

the yearly cash-flows is shown in appendix 4, 5, 6, 7 and 8.

6.5.2 Table 11 provides the investments analysis on profit before

depreciation and interest on term loan. It is estimated that

NPV = RM 225,157 (Table 12)
BCR = 2.55 (Table 12)
IRR = 36.41% (Table 13)
BEQ = 218,733 polybag (Table 14)

6.6 Sensitivity Analysis

Assuming that 75% of the seedlings have been budded success

fully, thus the investment worth would be>

NPVi = 10% = 60,183
BCR = 0.41
IRR = 23.78%

“ “ “1 ...........



Capital Cost of the Project

1. Site Preparation
a) Clearing & levelling

(13 acres - 5.2608 hec 6500
@ RM 500/acre

b) Fencing 130x60 7800 14300
2. Store 16' X 9' @ RM 70

(144 x 70) 10080
3. Equipments

a) Water pump (Diesel (1,5hp) 2000
b) Sprinkler SOOO
c) Ponds 10'x 20' 1500 8500

4. Margin money for worlting capital
a) Rubt)er seeds

748,000 @ 0.005 cent 3740

b) Soil
208 lorries @ RM 40 8320

c) Polybag

374,000 @ 0.063 cent 23562

d) Fertilizer - Nurseryace

374,000 @ 0.07cent 26180
e) Budsticks

400,000 @ 0.05 20000

f) Salaries (12 months)

RM 1200x12 14400

g) Watering

RM 225 x 12 2700 98902
131782

h) Contingency 10% 13178

Total Cost: 144960

V. s s s " " ......... ....------- ------ --
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SOURCES OF FUNN FOR CAPITAL INVESTMENT

ITEM R^

a) Equity 28960

b) Loan form cooperative
Department @ 6% 116000

Notes:
Loan taken from Cooperative Oepartnnent 

will be paid in 5 instalments.

Repayment Schedule for fixed Capital Loan

Year Loan (RM) Repayment (RM)

1 116000 23200

2 23200

3 23200

4 23200



Recurring Cost

YEARS

; ITERA 1 2 3 4 5

^  ; Fixed cost

a) Salary 14400 15120 15876 16668 17496

b) General 
Administrative 3600 3600 3600 3600 3600

c) Depreciation

j i) Equipment (20%) 1700 1360 1088 810 696

ii) Store (10%) 1008 907 817 735 661

d) Interest of 
term loan

6960 5568 4176 2784 1392

d) Contingency 900 900 900 900 900

Total 28568 27455 26457 25497 24745
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Reccuring Costs 
B. Variable Cost (per polybag)

a) Rflaterials Cents

1. Soil 2.2

2. Rubber seeds
•

0.5

3. Polybag 0.3

4. Budsticks 5.0

5. Fertilizer Nurseryace 7.0

6. Polythene tape 0.3
7. Fungicide/Foliage 1.5

8. Weedscide 1.5
24.3

b) Labour

1. Filling & Arranging Polibag 5.0
2. Planting & Applying Fertilizer 3.0
3. Replanting seedling 3.0
4. Culling 3.0
5. Budding 12.0
6. Cutback 3.0
7. Watering 0.06
8. Pest & Disease Control 1.5
9. Weed control 1.5
10. Pruning 3.0
11. Unforseen circumstances 4.0
12. Nursery loss 15% 4.6

43.66

Total cost per polybag 67.96

.Off ■
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Reccuring Costs

Year Annual
Production

Variable
Cost/Polybag

cents

Total 
Variable 

Cost ( )

1 340,000 67.96 231,064

2 357,000 67.96 242,017

3 374,000 67.ea 254,170

4 391,000 67.96 235,724

5 391,000 67.96 205,724

Establishment cost of the Project

ITE^ ^ontiily 
Amount (RM)

Annual 
Amount (R^)

1. Personnel
Executive 700 8400
Supervisor 500 6000

2. General Administrative 
included:
Telephone 300 3600

3.

Travelling Allowances 
Stationary

Contingency 5% 900

Total: 18900

Note:
Emolument the personnel 

will be increased by 5% annually



SUMMARY OF CASH FLOW

A. Income

Sales

B. Production Cost

1. Site Preparation

2. Sprinkler

3. Soil

4. Rubber seeds

5. Polybag

6. Fertilizer
7. Filling & An^nging Polybag

8. Planting & Apply Fertilizer

9. Replanting Seedlings 
10. Culling

11. Budsticks

12. Polythena Tape

13. Budding

14. Cutback

15. Watering
16. Weed Control

17. Pest & Disease Control

18. Pruning

19. Salary

20. Unforseen Cirumstrance

YEAR 1

34,000

14,300

8,500

8,228

3,740

23,562

26,180

18,7CXD

11,220
4488

12,000

20,000
1,200

40,000

10,200
2,025
11,220
11,220
11,220
14,400

13,600

YEAR 2

357,000

8,640
3,927

24,740
27,498

19,635

11.781 

4,712
12,600

21,000
1,260

42,840

10,710

2,124

11.781
11.781

11.781 

15,120 

14280

YEAR 3

374,000

9,051

4,114

25,918

28,798

20,570

12.342 

4,937
13,200

22,000
I,320 

44,880

II,220 
2,223

12.342

12.342
12.342 

15,876 
14,960

YEAR 4

391 ,C

9,462
4,301

27,096

30,107

21,505

12.903 

5,161
13,800

23,000

I,380 

46,920

II,730 

2,332
12.903

12.903

12.903 

16,668 

15,640

YEAR 5

391,000

9,462

4,301

27,096
30,107

21,505

12.903 

5,161
13,800

23,000

1,380

46,920

11,730

2,332
12.903
12.903

12.903 

17,496 

15,640

TOTAL 266,803 256,201 268,435 280,704 281,532

Acc Gain / Loss 

Loan Ref»yment 

Cash Available

73,197

30,160

43,037

100,799

28,768

72,031

105,565

27,376

78,189

110,296

25,984

84,321

109,468

24,592

84,876

-7--- M
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T M M I M  g i t

COMPUTATION OF MEASURE OF INVESTMENT WORTH

Ywrs Sal*/

(RM)

rrc

(RM)

TVC

(RM)

Pram

(RM )

Dtpraeialieii

(RM)

IntirastOn Ttrm Loan
(RM)

Profit BoKm* Ooptaeiafim & Inttrast on Term Loan
(RM)

1. 340,000 ^,568 231,064 80.368 2,708 6,960 90,036

2. 357,UUU 27.455 242,617 86,928 2,267 5,568 94,763

3. 374,non 26,457 254,170 93,373 1,«Jb 4,176 99,454

4. 391,000 25,497 265,724 99,779 1,545 2,784 104,108

5. 391.000 24,475 265,724 100,531 1,357 1,392 103,280



COMPUTATION OF NET PRESENT VALUE (NPV) 
AND BENEFIT COST RATIO (BCR)

------------
I

jYEAR
\

PROFIT
DISCOUNT 
FACTOR 
i = 10%

PRESENT 
VALUE 
1 = 10%

■! 1 90035 0.9091 81852

2 94763 0.8264 78312

3 99454 0.7513 74720

4 104108 0.6830 71106

5 103280 0.6209 64127

Total 370117

Note:
Profit before depreciation and Interest on tenu loan 

Calculation:

(i) NPV = PV - Capital cost 
370117 -144960 
225157

(ii) BCR = PV

capital cost 

370117

144960
2.55



CALCULATION OF INTERNAL RATE OF RETURN (IRR)

YEAR PROFIT DFi=30% PVI=30% DFi=40% PVi=40%

1

2

3

4

5

90036

94763

99454

104108

103280

0.7692

0.5917

0.4552

0.3501

0.2693

69256

56071

45271

36448

27813

0.7143

0.5102

0.3644

0.2603

0.18593

64313

48348

36241

27099

19203

Total 234859 195204

Calculation; 

NPV 30%

NPV40%

IRR

234859 -144960 

89899

195204 -144960 

50244

40 - 30 X 50244 

89899 + 50244 

502440

:-IRR

140143

3.59

40 - 3.59 

36.41 %

l i i i iiiiiSy 25



Calculation of Break Even Quantity

1. Salvage value (Assume at the end of Project Life)

h. .'1
Item RM

a) Site praparation 14300

b)
, :

Equipment 20% 1700

c)
i. • ■

Store 10% 1008

d) Margin of working capital 
(98902 + 9890) 108792

Total 125800

BEQ = TFC
P-AVC
Where TFC = TFC -i

Capital cost
TFC
Yearly

PV = 125,800 X DF for 5 years and iassume 10%
= 125800x0.6209 
= 78109
Capital cost = 14496 — 78109 
= 66851 (for 5 years)

Annualised cost ( i = 10%, T = 5 years)
= 66851 X capital recovery cost
= 66851 X 0.621
= 41514

BEQ = TFC 
P-AVC

41514 + 28568
1 - 0.6796

=70082
0.3204 

BEQ = 218733 polybags
"tr __
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CHAPTER 7

7.1 The implementation of the project is in line with the Government
■ I

i Privatisation Policy.

7.1 The financial analysis of the project has shown that the propoted
t
] project is viable.

7.3 The cooperative will be abled to provide better services to the 

smallholders by supplying nigrowns and healthy planting 

materials at the appropriate time.

7.4 The cooperative will not faced any marketing problems as the 

demand for rubbenwood is increasing and thus this will 

encouraged more smallholders to replant old rubber trees.



Management and Organisational Structure

J



JOB SCHEDULE FOR RUBBER NURSERY

BiL. ITEC3 m m n s

1. Filling and 
an-anging polibag

January

2. Planting and 
applying fertilizer

February - April

3. Budding Jun - July

4. Cutback September/October

5. Young budding 
ready to be supplied

October to December



a

Young Budding / Fertilizer Experiment

Treatment slurry
Nurser 

1 pellet
yace 

2 pellet

1. Buddabifity (% ) 84.5 92.5 83.0

2. Budding Success (% ) 94.60 91.00 87.70

3. Die. back (% ) 15.50 6.60 19.60

4. Recovery 2 whorl (% ) 83.80 90.90 79.10

6. Height (cm) 2 whorl 28.7 28.7 26.4
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ĉ  ^ o00 oo ^  o'P  ̂ ^On W <S
<s —  —  ^  —

o  ^  ^  o—  S  oo 00 oor- £i r- r- r' —E <N z: ” z:

i

s

>n VO oVOr-)»/̂ r j r4

s C \  VO 00 <S ir\ —

«s O
« Ê 
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Arrangement of Poivbaa in Young Budding Nursery

Polybeg Size 

r  x15"x0.08 mm

1 metre
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(SUMMARY)

1.1 This project is to establish rice mill in Hinthada Township Cooperative Society.

1.2 The project will be undertaken by the Hinthada Township.

1.3 The objective is to increase income of the farmers by processing and marketing of their 
products.

1.4 The capital investment of the whole project is kyats twenty seven (27) lakhs.

1.5 Loan from government
This is estimated that the total amount would be kyats twenty seven (27) lakhs.

1.6 the necessary finance, technology, machinery, for the project will be augmented by 
Cooperative Department and State.

1.7 Capital, machinery and technical know how can be procured within the country.

1.8 Those Rice produce care already in domestic and foreign markets.

1.9 Financial management of the project and economic potential and success are calculated 
on the following basis.

- B.E.P (capacity)...................................43.12%
- pay back period................................... 1.99
- N P V .................................................. 6910
- cost and benefit ratio .......................... 1 •
- I R R ............................................................ 58
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(AGRICULTURAL BACK GROUND OF MYANMAR)

2.1 INTRODUCTION

Agriculture condition in Myanmar plan for 1994/95 the net output value of the agriculture sector 
was projc.ected at kyats 23687 million. Agriculture research works are extended, demonstration 
plots carried out and extension services on modem methods of cultivation disseminated. Im
ported and local quality seeds are distributed and arrangements have been made for systematic 
utilisation of chemical fertilizers and pesticides. Moreover an increasing amount of agricultural 
loans are disbursed annually.

Agricultural production of paddy, cultivation of summer paddy, monsoon paddy. As a result the 
production not only meets domestic requirements but also give surplus for export. According to 
the 1994/95 provisional data, paddy is cultivated on 15.2 million acres, production 901.6 million 
baskets. According to the 1994/95 provisional data the sown acreage of monsoon paddy was 
12.0 million acres, production 697.2 million baskets. The cultivation of summer paddy was esti
mated at 3.2 million acres with the production of 204.5 million baskets.

2.2 BACKGROUND OF HINTHADA TOWNSHIP COOPERATIVE

Hinthada Township Cooperative Society is situated at Ayeyarwady Division. This society was 
registred and established since 1972. Number of member is 86 and total amount of shares is 
86000 kyats at that time. The total areas of land holding is 530 areas. The members are usually 
conventional famers who depend on cattle and buffaloes for ploughing and cultivation. As their 
cultivated area is usually in monsoon paddy,and summer paddy. There are 530 acres arable land 
including thirty acres for fishery.

2.3 AREA OF PROJECT

The Hinthada agriculture cooperative society besides gaining mellow experiences of ( i 22) years, 
it is in a good position with regard to finance, labour management and guidence of excutive 
committee numbers when compare with other agricultural cooperative societies. As a single 
cooperative, if has a large area of land holding and it has other three cooperative societies en
gaged in the similar business in its proximity. Moreover the climate condition and soil type are 
suitable for growing monsoon paddy and summer paddy. There are 530 acres arable land in 
eluding thirty acres for fishery. So it is the most suitable and favourable site for Hinthada agricul
ture cooperative society to implement Rice mill process project.



2.4 GOVERNMENT POLICIES

The government have played a important role to increase the agriculture production by:

1. Extension of cultivated area.

2. Provision of sufficient water supply.

3. Ecuragement of agricultural mechanization.

4. Increase use of agro-practices

5. Increase production by using high yielding seeds.

The government is in view to promote multiple cropping by increasing amount of investment for 
extension of irrigation and flood protection enbankment facilities.

2.5 PROBLEMS FACEDS BY FARMERS.

1. In aduquate income to buy fertilizer and pesticides.

2. Net undertaking processing and marketing activities.

3. Exploitation by middlemen in determining the price of paddy.

2.6 NEED AND JUSTIFICATION FOR THE PROJECT

1. The need of the farmers for better price in paddy.

2. The need for Rice Mill is to process the paddy thus rice can be produced and marketed 
to Yangon.

3. To create employment among the farmers.

(3)

(PROJECT)

3.1 OBJECTIVES

1. To increase income of the farmers by processing and marketing of their products.

2. To encourage non menbers to participate in the cooperative movements.

3. To promote inter-trade among cooperatives.

4. To curb the exploitation by the private or middlemen traders in the society.



3.2 AREA OF OPERATION.
The project will cover the total area of the three village with an area o f500 acres. The plant will 
be located in Natmaw Village 10 miles from Hinthada Township. This project will procure raw 
materials from;

Natmaw village 100 acre 
Naitban village 100 acre 
Kyaing Kwin village 300 acre

3.3 PROCUREMENT

There are two season in the cultivation of paddy namely

1. Monsoon paddy (July to October)
2. Summer paddy (March to June)

All the farmers or cooperative members will supply their paddy to the cooperative mill for pro
cessing and marketing.

The cooperative mill pay the price of paddy according to the above market price or at market 
price, thus ensuring better price to the farmers and also create then the sense of belonging to the 
cooperative.

3.4 RICE PROCESSING STEPS OF HINTHADA CO-OPERATIVE RICE MILL.

Initially,, paddy are poured down into the pouring basis and screened with vibrating selves to 
remove the dusts and refuse of paddy.

Then, cleaned paddy are conveyed into the machine with husking stone to get rice. The rice 
together with husks are send to the screening units to divide into husks and unpolished rice (grain 
which is only husked but not polished).

The unpolished rice and by porducts are conveyed to another screening units to remove by 
products unpolished rice are send to the poinding mill to polish rice to become white rice.

Then white rice and by products such as broken rice and rice bran are divided sifting.

The production rate of this mill is one ton per hour (1 ton/hr) or 24 tons per day (24 tons/day). 
There are four labours for production stage (from paddy to white rice) two off day and two of 
right. Similarly we use four labours for packing process.

The power consumption of the motors using is this mill are thirty horse power (30 Hp) we use 
two motors for husking and pounding respectively. The electrict power of transformer is one 
thousand two hundreds Kilo wait. (1200 kilo)

(4)



3.5 MARKETING

The rice will be packed in the sunny sacks and will be transported by motor boat to the trading 
cooperation in Yangon or to the government agencies which ever provide better price.

3.6 FARM DEVELOPMENT

The government has set up cooperative department, agriculture department and mechanization 
department in all respective townships for the development of cooperative works and develop
ment of agriculture and to encourage utilization of machine in order to receive technology infor
mation and other supports.

For this purpose, we will make effort to the best of our ability but it also depends on the efficiency 
and experience of administrative committee and members, it will take some period of time to 
accomplish.

3.7 STORAGE BUILDING

As for storage building, we have a godown which can hold 3000 basket of paddy There will be 
another one more project building with walls of bamboo matting corrugated zine sheat roofing 
and brick flooring.

(5)

4.1 DETAILS OF OPERATION

The unit for the consideration of the board of will have effective processing and milling capacity 
of 1000 ton (30,000 baskets) of paddy per ammum. The cooperative will not faced any problems 
in processing paddy as there are 500 acres under paddy cuhivation which is enough to operate 
satisfactionly.

Since there are two seasons in paddy cultivation its annual rated milling capacity of the project on 
the basis of double shift operation is estimated 2000 ton (60,000 baskets). The cooperative have 
skilled and semi-skilled opertors/personal for operating the rice mill.

4.2 STORAGE

1. Storage building = 80' x 40' maximum capacity is estimated at about 3000 baskets
(paddy)

2. Storage building = 68' x 40' maximum capacity is estimated at bout 1200 bags
(Rice mill) (Gunny sacks)



3. Temperary storage = 10000 baskets capacity

4.3.1 PADDY VARIETY

- Requirement of seed for growing is as follows:
- Shwe war Htun (monsoon paddy) 500 acres x 'A = 250 baskets
- Shwe war Htun (summer paddy) 500 acres x V2 = 250 baskets

4.3.2 FISH VAR,IETIES

As for kinds of fish there are red eyes gudgeon and golden gutzeon of which we bread 
farmer species. These fmgaslings can be bought easily in Natmaw 3 miles away from the society.

4.3.3 FERTILIZERS
The requirement of fertilizer, their types and volume are as follows:

(6)

SrNo. Particulars Amount
1. T. super - 250 x 2 time 500 bag ( 50 Kg -  Ibag)
2, Urea - 500 x 2 time 1000 bag (50  Kg = 1 bag)
3. Bio - festilizer 500 x 2 tmie 1000 bag ( 5 0 K g =  1 bag)

aboved mentioned fertilizers can be bought from a griculture department and private dealer.

4.3.4

SrNo. Insecticide Unit Amount

1. 5% Aldrin lbs 250 X 1 time = 250
2. Sumethum gall 2 x 2  time - 4
3. Marpathion gall 4 x 2  time = 8

4.4 TRANSPORTATION AND CO ACTION

As paddy for cultivation are kept at the store house there is noneed for transportation. Insecti
cides and fertilizers are to be purchased at Hinthada two miles away from the village and trans
portation can be made ither by tractors or bullock carts and lorry.

4.5 PRODUCTION OR PROCESS

Technology and Machinery
At the present positon, the application of insecticides, fertilizers and scientific cultivation meth
ods is done in recordance with the proper instruction from township agricultural department. 
There is no difiiculty in our methods of application.



As for the handling and mainterance of agricuUural machinery. We have one technician trained at 
township agriculture mechanization department and we have five more experienced who has 
taken crash course fi-om the techanicians.

4.6 QUALITY STANDARD AND QUALITY CONTROL

In the matter of paddy, puring moisture content, paddy colour and paddy size can be judged by 
sight and make good sales at reasonable prices paddy quality depends on following factors. They 
are use of good quality paddy, reaping is done at the time the ears are ripe, to dry them properly 
in the sun, systematic threshing and'winnowing , paddy are to be kept and stored free from 
destruction by insects. Thus paddy quality can be maintained.

If there is good quality of paddy, yielding rate of rice will increase and quality of rice will be good 
quality.

4.7 MARKETING FOR THE PRODUCTS

( 0

4.7.1
The following is the expected annual production volume of sales for paddy and rice.

SrNo. Paddy Production Reduced 
seed variety

Supply
amount

1 Monson ric« 30000 basket 250 29750
2 Summer paddy 30000 basket 250 29750

SrNo. Paddy Production Supply amont
1 f^onson rice •8925 8925
2 Summer paddy 8925 8925

4.7.2 PRICING

Variation in price depends on the following factors. Riseand fall in domestic agricultural produce 
is main determinant. Boder trade recession is not possible to take place. Import also is not taking 
place.

It is customery that just after the harvesting the new paddy and Rice are given high process by the 
buyer to increase supply. As the trend of supply rises, the buyer used topay below the existing 
price. To get better prices for agricultural produce the executive committee is ever watching the 
above memtioned conditions.

The prices for paddy and Rice in the project are expected lower than the prices for basic year 
1994/95 it does not in any way keep our prices low in actual sales as estimated in the project.

The following is the chart showing the compairism table between prices of basic year and prices 
on the present project.
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SrNo. Paddy/Rice Price per unit
basic year 1994/95 project year

1 Paddy (one basket) 350 kyats 240 kyats
2 rice (one bag) 1350 kyats 950 kyats
3. rice brow (bag) 600 kyats 400 kyats

1 basket = 46 lbs 
1 bag = 50 kg

4.7.3 SALE PROMOTION

When the sales are made for all kinds of Rice for local consumption and export, we always keep 
the quality appeal in view, on which sale promotion depends. That is why all agricultural process
ing are personally supervised by the excuitive committee.

4.7.4 TRANSPORTATION TO THE MARKET

For the sale of rice we will use door in door trucks for transportation. At Hinthada where the 
cooperative is situated there is transportation cooperaive which runs TE 11, ISUZU, curry which 
we can utilized for our purpose.

Sometimes the whols sale buyers make their own arrangement for transportation when they 
make their transaction at cooperative whether we should send the produce to the market or sell 
the produce at the agricultural cooperative society depend or the prices oflFered and transporta
tion charges. So, prices are fixed accordingly.

4.7.5 MARKETING CHANNEL

The marketing channels for the products are as follows:

Marketing Channel
1. paddy 100%
2. Rice 30%
3. Rice 70%

Direct to Hinthada Rice Mill
Local consumption
Direct to private whole sale dealer
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ORGANIZATION AND MANAGEMENT

5.1 MANAGEMENT POLICY

According to the Myanmar Cooperative law, general assembly has the highest outhority. Those 
business and finicial matters carried out by the administrative committee have to approved and 
future policies and regarding finicial matters are to be decided by the general assembly. So this 
project has to be forwarded to the administrative committee to have its approval.

5.2 CLASSIFICATION OF MANAGEMENT

The function of management will be classified as follows:
1. Administrative committee
2. Fishery culture committee
3. Agricultural committee
4. Rice mill machinery committee

5.3 ORGANIZATION CHART

The organization chart of Hinthada agricultural cooperative society is as follows:

Organization Chart of Hinthada Agricultural Cooperative Society

I Administrati^ Manager |

Fishery cultural committee

General Assembly

—I Administrative Committee —

1
-1-

Agricultural committee

i Accoun^Manager]

n
^ c e  Mill machinery
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5.4.1 ADMINISTRAUVE COMMMTTTE

1. Planning and reporting record
2. Co-ordinating and adjusting under other committee
3. Performing operating all management and administrative affairs over the under 

other committee.
4. Under the management committee fwo managers are appointed for general ad

ministration and the other for account department. Their duty is to keep records 
and accounts in proper order according to prescribed rules and regulations to 
help management committee to make their works smooth and systematic.

5.4.2 FISHERY CULTURE COMMITTEE

1. Arrangement and supervision on fishery culture.
2. Purchasing fish and feeds.
3. Supervision on feeding and culturing.
4. Marketing and distribution.

5.4.3 AGRICULTURAL COMMITTEE
1. Arrangement and supervision on paddy cultivation.
2. paddy varieties storage.
3. land preparation
4. Transportation, storage and rice mill.
5. Co-ordination with other committee.

5.4.4 RICE M ILL MACHINERY COMMITTEE

1. Arrangement and supervission on operating by rice mill machines.
2. Maintenance and repairing.
3. Raw material and others purchasing and collection.
4. Co-ordinating with other committee.

5.5 MAN POW ER PLANNING

We especially use the labour of members. For calculation of necessary statistics, we employ 
administration manger and an recount manager to help the administrative committee. The fol
lowing division of labour among the members in each section of the Hinthada agricultural coop
erative society. If may work is necessary to be done by all members their collection labour’s used 
for any work without discrimination.

SrNo. Task Division Division of labour

1 Fishery culture 15 person
2 Agriculture 15 person
3 Rice mill machinery 5 person



(11)
5.6 RICE MILL STRUCTURE

Rice mill the functions and duty of each level of management 
Duty of Executive 3 person

committee
Manager 1 person
Accountant 1 person
Watchman 1 person
Other labour 4 person

FINANCIAL ANALYSIS

6.1 BASIC ASSUMPTION

The financial analysis of the project has been performed under the following assumptions.
1.

2.
3.
4.

5..

6.

Project period is about 10 years including construction period and period of 
purchaing machines.
Depreciation is done by the straight line method with 10% of fixed assets. 
Working capacity life of fixed assets is set for 10 years.
All the works include in the project, methods of rice mill processing prices are 
based on 10 years experience ofHinthada agricultural cooperative society. Practial 
perfirmances actual results statistics are compiled and calculated in consuhation 
with the exceutive committee.
Investment contained in the project and process for carrying out the business are 
put forward by excutive committee.
The value of the project is accessed and calcutated on the basic of correct infor
mation and statistic put forward by the executive committee.

6.2 INVESTMENT OF THE PROJECT

The total project investment costs are estimated at 29,30,000 kyats.

The funds for the project cost will be raised from two types of source as follow.

SrNo. Source Amount (kyats)
1 Government 2,700,000

short term loan
2 Society own 230,000

Total 2,930,000
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Calculation of Capital Investment (in 000 Kyats)

SrNo. Item Units Investment 
(000 Kyats)

Remarks

1
2
3 •
4
5
6
7

8 
9

Transformer 
Electric motor 
Husking stone 
Screening units 
Another screening units 
Pounding mill 
paddy storage building 
rice mill building 
rice mill and storage land 
Funniture

1
2
1
1
1
2

80x40 
200 X 50 
2 acres 

1

500
160
60

100
60

120
700

1000
200

30

cost estimation

2930

Detail of Fixed cost and variable cost

SrNo. Item Amount Remark

1 Fixed cost
- Salaries 109
- Loan interest 405
- maintenance and repair 300
- deprceiation cost 207
- insurance 100
- anforeseen expense 200

Total fixed cost 1321

2 Variable cost
Raw materials 14280
Gunny bags 405
Electricity 60
wages 40
Transport charges 61

Total variable cost 14846

B.E.P (Capacity) Fixed cost
sale - variable cost 
1321

17909- 14846 
43.12%

1321
3063
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Goverment Loan Repayment Schedule (in Kyats)

No. Principle interest total Remark
0
1
2
3
4
5

0
500000
500000
500000

1200000

2700000

405000
330000
255000
180000

1170000

405000
830000
755000
680000

1200000

3870000

Short term loan 
Grace period - lyear 
interest rate 15%

Depreciation Cost 1 year

No. Item Depreciation cost (Kyats) Remark

1 Husking stone 6000
Straight lin method

2 Screening units 10000 10% Depreciation
3 Another serecring units 6000 rate
4 Pounding mill 12000
5 Storage building 170000
6 rice mill building 100000
7 Furniture 3000

Total 207000

Salvage valaue Rice mill 

Total salvage value

2040

2040

Calculation of Management and Administrative costs. (One Year)

No. Particular Kyats
1 Manager 1000 Ks x 12 months 12000
2 Accountant 900 Ks x 12 months 10800
3 Watch man 600 Ks x 12 months 7200
4 Other labour 800 Ks x 12 months x 4 men 38400
5 Executive committee charges

Chariman 1200 Ks x 12 months 14400
Secretary 1100 Ks x 12 months 13200
committee member 1100 Ks x 12 months 13200

Total 109200
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6.3 P R O D U C T IO N  C O S T

The annual production cost which is classified into the variable cost and fixed cost is calculated 
as follows:
(See annexture (a) more in details)

Year Variable cost Fixed cost Total cost
1
2
3
4
5
6
7
8
9
10

14846
14846
14846
14846
14846
14846
14846
14846
14846
14846

1321
1246
1171
1096
916
916
916
916
916
916

16167
16092
16017
15942
15762
15762
15762
15762
15762
15762

6.4 CASHFLOW OF THE PROJECT

Year Inflow Outflow Net cosh

Sales Revemue Salvage
value

Capital
expenditure

Operating
experditure

Total flow

1 17909 2930 16167 19097 1188
2 17909 16092 : 16092 1817
3 17909 16017 16017 1892
4 17909 15942 15942 1967
5 17909 15762 15762 2147
6 17909 15762 15762 2147
7 17909 15762 15762 2147
8 17909 15762 15762 2147
9 17909 15762 15762 2147

10 17909 2040 15762 15762 4187

179090 2040 2930 158790 161720 19410

6.5 WORKING CAPITAL REQUIREMENT

This calculation was done for two seasons.

Item Amount (Kyats)
Operating costs
- Administrtinc and salaries 109,000
- other fix costs 1,212,000
- variable costs 14,846,000

Total working capital 16,167,000
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6 .6  S E L E C T E D  F IN A N C IA L

Financial Analysis First Year
Pay Back Period hqcf
NPV (OOOKs) -i- 6qiO
Benefit Cost R atio) /
IRR
Breakeven (capacity utilized)

6.7 SENSITIVITY ANALYSIS

Assumption B/C Pay Back NPV IRR BEPC
Ratio Period (yr) (000 Ks) % %

Orginal L q q 5S 43.12%
1. Price of input

10% increase 
10% decrease 

2. Price of output

ho&

/• /. 79
■+ 5S

60 S S  . 8

10% increase 
10% decrease

1. <20. 
LOO

hyq

2.S2 -f

69

53

3 2 oLi 

Lfg . 62

Project Implementation For Year 
Rice processing Bar Chart

1.5 cm = 500 bags 
1 bag = 50 Kg



Jan - At this month the moisture contents of paddy are higher. Therefore de
crease in yield percent of rice.

Feb - As paddy begin to dry yield percent increase.
March, April - Amount of paddy increase therefore yielding rate also increase (these

months are optinal period of monsoon paddy).
May - The lost period of monsoon paddy.
June - Starting summer paddy period. Yield percent of summer paddy is better

than monsoon paddy because of the less moisture content.
July, Aug, Sep - At these months all of paddy are summer paddy.
Oct - Lost period of summer paddy.
Nov, Dec - Maintaing period.
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RECOMMENDATION

7.1 PROBLEM (NECESSARY OF THE PROJECT)

7.L1

Main inputs for. the successful implementation of the project is the sufficient supply of raw mate
rial-paddy. For this purpose advance method of cultivation must be disseminated to the formers 
and necessaiy form implement, such as machineries and fertilizers miist by readily avaiable. Al
though the state and the cooperatives are reudering the almost assistance to the formers it is still 
for from their needs.

1.1.1

For the production of good quality rice, the need of the day for the country Js  good country 
elevators and rice mills and also spare parts for the rice mills which are not readily available. The 
last and not the least the management of these facilities. The management and the technical 
personnal lacks modem techniques and expertise.

7.2 RECOMMENDATION

Myanmar is an agricultural country and all out efforts have been utilised for the development of 
agriculture. Rice is the staple food of the country and also the major export of the country. In the 
old days we have only on crop of paddy. But, since 1994 the farmers are cultivating 2 to 3 crops 
of paddy annually. Total avreage has also rices to 12 million acres and summer paddy cultivation 
is over 4 million acres. Therety increasing the productions up to 716 million baskets which is 
equivalent to 14.7 million metiric ton.
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With the increase of population and the need of hard currency, production of paddy will increae 
your by year, where a number of rice mills and country elevators will be indemand. Therefore our 
society in its general meeting had deliberated to inplement this project.

Chapter (VII) Buget

Year

1. Revence
2. Cost

- variable
- fixed cost

3. Profit before tax (PBT) 
4..Tax(30% ofPBT)
5. Profit after tax (PAT)

17909

14846
1321
1742
523

1219

17909

14846
1246
1817
545

1272

17909

14846
1171
1892
568

1324

17909

14846
1096
1967
590

1377

17909

14846
916

2147
644

1503
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CHAPTER 1 SUMMARY

Name of project 

Project Area

Objective

Total Project Cost

Source of Funds

Installed Capacity 

Capacity Utilization

Product

Preopreational Period 

Financial Analysis

Poultry Project

The project is to be located in village 
Jang Bahtar situated at 40 KM from 
Rawalpindi in P-unjab Province.

To provide a regular source of and 
increased income to member farmers

Rs. 1,800,000

Equity Rs. 540,000 30%
Loan from PPCB Rs. 1,260,000 70%

10,000 Birds (60,000 Birds Yearly)

1st Year 92%
From 2nd Year onward 100%

Broiler

1 Year

i) Pay Back Period 3.12
ii) NPV @ 15% (In Rs. 000) 773

@ 20%(In Rs.OOO) 288
iii) BC Ratio @15% 1.43

@20% 1.16
iv) IRR 2 4%



CHAPTER 2 BACKGROUND

2.1 Overall Situation

Pakistan is basically an agricultural country , Its economy has undergone 

considerable diversification over the years, yet the agriculture sector is still its 

backbone. With its present contribution to GDP at 24 percent it accounts for half 

of the total employed labour force and is the largest source of foreign exchange 

earnings.

The contribution of livestock to value addition in the agriculture sector is 

7.95 percent of GDP . Small farmers and landless livestock producers derive 

around 10-25 percent of their income from this sub-sector.

The Government has launched a comprehensive livestock development in 

all provinces to enhance milk and meat production in the country. The 

government has also taken a number of measures to enhance and streamline the 

capabilities of this sub-sector.

The table below shows livestock population during last five years.



LIV ESTO.C.K POPULATION (Million Nos.)

Year Buffaloes Cattle Goats Sheep Poultry
1990-91 17.8 17.7 37.0 26.3 146.9
1991-92 18.3 17.7 38.7 27.4 156.2
1992-93 18.7 17.8 40.2 27.7 182.6
1993-94 19.2 17.8 42.0 28.3 250.0
1994-95 19.7 17.8 43.8 29.0 318.0

Source; Economic Survey 1994-95

The livestock products are shown in the table below
(000 tones)

Year Milk Beef Mutton Poultry
Meat

1990-91 15481 765 665 151
1991-92 16280 803 713 156
1992-93 17120 844 763 188
1993-94 18006 887 817 268
1994-95 18936 931 875 321

Source: Economic Survey 1994-95

2.2 Area Of Project

Keeping in view of the Government Policy and that of increasing demand 

for poultry, there is need to streamline and improve the system of poultry and it's 

marketing in the large urban centre.

The village of Jang Bahtar is about 40Km away from twin cities of 

Islamabad-Rawalpindi and is situated about lOKm from Taxiia.

The majority of the population belongs to farming community. The major 

crops grown by them are wheat and maize.



During Winter the temperature in village may drop to freezing point. 

From March onwards the temperature rises. In Summer, the temperature may 

rise to 40 C.

The aforesaid village is selected because it has good infrastructure (access 

roads), good supply of energy(electricity),abundant water supply and existence 

of veterinary services and marketing avenues being adjacent to twin cities of 

Islamabad/Rawalpindi.

2.3 Problems Faced By Farmers And Cooperatives Of The Area.

The majority of farmers are illiterate and as such they lack knowledge and 

expertise to market their product and obtain remunerative price. They are at the 

mercy of traders, who pay much less amount then market prices and that too at 

their own will. Further farmers are not able to replace existing method due to 

lack of knowledge and limited financial sources.

So it is very difficult for the farmers and cooperatives of the area to 

increase their income. In that area, most of farmers sell their birds to traders, 

which are exploiting them. As such coming under cooperative umbrella they 

may be in a batter position to compete with traders for fetching better prices.

2.4 Need And Justification For The Project

For the betterment of the economic condition of the grower farmers 

,facilities for processing and marketing of their products are badly needed. This



project will save farmers from exploitation by private traders, ensure incentive 

price and create in them the sense of cooperative ownership. The project will be 

beneficial not only for the cooperative members but also it will produce quality 

birds for the people at reasonable prices.

In Pakistan, provision of foods of animal origin for the human population 

is increasing at an annual rate of about 3 percent .The gaps between supply and 

requirement of animal proteins which was 28 gm per capita per day in early 

sixties has narrowed down to a level of about lOgm. However many factors such 

as reductions in livestock population due to agricultural mechanization and large 

scale shifting of human population from rural to urban areas, shortage of fodder 

crops and non development of range lands and change in life style and 

socioeconomic conditions have made the problem more complex.

Through implementation of the project, the farmer members will get 

higher price of theirs produces as well as additional benefit out of the profit of 

the project. It will also develop cooperative sense in the people and thereby 

promote cooperative leadership.

From various analyses , it has been observed that the poultry is quite 

needed base and justifiable project for this area.



3.1 Objectives

The main objective of the project is to provide members of the cooperative 

society with a regular source of and increased income. The project aims at 

improving the standard of living of the farmer's community.

The other objectives of the project are as follows;

- To stimulate systematic cooperative activities

- To reduce the exploitation by the private traders

3.2 Area Of The Operation

The product of the project will be marketed to the following nearby sales 

centres.

Market Segment Distance from the project

Lalarukh 5 Km

AslamMarket. 10 Km

Taxila 10 Km

Islamabad-Rawalpindi 40 Km

3.3 By Product

The main by product of the poultry is faeces. Generally, it is used as 

organic fertilizer as a substitute of inorganic fertilizers. This will be sold in the 

market.

CHAPTER S THE PROJECT



Empty bags of the feed will also be sold in the market.
1

3.4' Project Components 

Procurement

The poultry farm will be situated in village Jang Bahter that is 40 Km 

away from District Rawalpindi. Chicks will be purchased from public and private 

hatcheryf

The feed bags will also be purchased from wholesale market of the

Rawalpindi.

Processing/Plant Operation

Plant operation will include the following activities :

- Food preparation
I

, I
Feeding, drinking,

' ' I . - ■

- Medical care

- Cleaning 

Marketing

Marketing of the broilers plays an important role for achieving laid 

down bbjectives of increasing farmer's income. The finished product (optimum 

size iDirds) will be sold to private traders in Rawalpindi, Islamabad, Taxila^ Wah
I ■ .

Cantt, where there is large demand for birds. The M a^er will ensure timely sale



‘ The finished product will be transmitted from poultry farm to

concerned market through hired transport and transportation expenses are to be 

borne from concerned customers.

Training And Extension

Most of farmers would find poultry farming as a new farm of 

livestock. However, none of the technology involved in the project is at a level 

that would require extensive training of employees. Instructions for use of feed, 

medicine , cleaning and maintenance of birds would be provided by the supplier 

(Hatchery).

However, the farmer of this area, who intends to join the 

society/project may be provided some knowledge of poultry farming, along with 

the expected benefits of the project so that farmers could start the project in 

confidence and with great devotion.

of the product.



c h a p t e r  4 DETAILS OF OPERATION

4.1 The Farm Capacity

The annual capacity o f the farm is rearing o f 60000 birds
' ■ I

with production cycle. Production covers 50-55 days (5- 10 days for 

cleaning o f sheds )• Each cycle contains 6 batches o f 10,000 birds 

each. Proper measures have been incorporated in planning the batches, 

production cycle and yearly capacity.

' The project envisages setting up o f  a poultry farm with all 

sorts o f facilities. The total cost o f the project has been estimated at 

R S.  1 ,800,000 .

4.2 Technology And Process

The basic raw materials o f the poultry are chicks and feed 

o f the birds. Chicks will be purchased from hatchery plant which are 

running under both public and private ownership. Annual requirement 

at 100% capacity is 60,000 birds. The present rate o f chick is Rs. 12 

per head.

First 20 days' chicks are placed in brooder sheds after that



these birds are shifted in rearing sheds. Normally , after 15 days the 

medicine is provided to the birds.

4.3 Project Cost Components 

L knd

The price o f  land measuring eight kanals including 

development cost has been estimated Rs. 320,000 according to present 

market value. The location is considered suitable and the area o f land 

is adequate to implement the proposed project.

Building And Civil Works

The construction will include bird's house (sheds), office, store 

ro o m ,guardroom, etc. The cost o f construction including 

electrification, water line, and sanitation has been estimated at Rs.

823,QOO Details o f  the construction with specification has been shown 

inA nnexure II.

Machinery And Equipment

The estimated cost o f required feeder, drinker, air co o le r, 

electric heater etc. is Rs 51000 and these are locally available. The



cost o f installation o f water tank, electric installation, sanitation etc. 

has been included in construction cost. Details o f the machinery and 

equipment have been shown in Annexure III.

Furniture And Fixture

I The cost o f  furniture and fixture has been estimated at Rs. 6000 

Details may be seen at armexure IV.
S,

4.4 Implementation Of Project

It will take one year or so to start the project. Details o f the 

actWities needed to implement the project are as follow.

S. NO. ACTIVITIES TIME PRECEDING
REQUIRED ACTIVITIES

(DAYS)
A. Internal Decision 30 A

Making
 ̂ B. Formation of 30 B

Society
C. Acquisition of 30 C

Land
D. Map of Building 30 C
E. Construction of 215 D

Building
F. Recruitment of 30 E

Staff
G. Procurement of 30 F

Equipment



CHAPTER 5 ORGANIZATION AND MANAGEMENT

5.1 Organizational Structure Of Society

■ ' The organizational set up of the society would be as under

i) The General Body which comprises all members

ii) The Managing Committee, which consists of ^ . members 

(President, vice President, Secretary, Treasures).

5i2 , The Managing Committee is responsible for the overall operation of 

business of the society. Its duties are to maintain accounts and upto date records 

of the society. The Managing Committee can also propose new members. 

Admission of new members, is however subject to approval by the General 

Body .The members of the Managing Committee would be elected by the farmer



members during the annual general meeting of the society.

5.3 For smooth business working , the operation of the project will be 

managed by the following staff under the guidance of the Managing Committee.

5.4 Staff position with their estimated salaries.

S. NO. POSITION NUMBER SALARY PER
MONTH

01. Manager 01 Rs. 4,000
02. Assistant 01 Rs. 2,400
03' Worker 03 Rs. 2,150
04. Gaurd 01 Rs. 2,150



CHAPTER 6 FINANCIAL ANALYSIS

6.1 Basic Assumption

While preparing the financial analysis o f the p ro jec t, the
'■ I

following assumptions were made:-

i) The project period is fixed for 11 years including one year o f 

construction and other works.

ii) The capacity o f the project would be 60,000 birds per year with 

6%,mortality rate. The project would run on 1st July 199? at the 

estimated capacity o f 100%.

iii) Initial investment is Rs. 1,800,000 out o f which Rs. 1,260,000 

would be loan from the Federal Bank For Cooperatives through 

Punjab Provincial Cooperative Bank. The term loan will be 

repayable in 14 equal installments falling due at the end o f second 

operating year. The mark up (interest) on the term loan will be 14 

percent.

Iv) Requirement o f  feed for 1000 birds is 70 Bagf The prices o f . 

one beg is Rs. 410.



v) The average sales realization one Kg o f the broiler will be Rs.

40.

Vi)Wages and salaries are expected to be Rs. 180,000 for the first 

two years each.Thereafter, they would rise at the rate o f 15 percent

per year.
i

vii)Administrative expenses will be Rs. 2000 per year.

viii) 10% o f  the net profit are paid as dividend from the second 

year o f production onward. This is the maximum allowed under 

cooperative law.

Ix)The project is exempted from taxes*

x)The depreciation rates will be as follows, under the written down 

value method:-

Building and civil works 5%

Plant and office equipment 10%

XI)Electricity installation will be paid as Rs. 50,000.

XII) The faeces will be sold Rs. 1000/- per Truck and empty bag o f 

feed will be sold Rs. 4 per bag.



6.2 INiVESTMENT OF THE PROJECT
i) The total project costs are estimated at Rs. 1,800,000.

I (In Rupees)

No.. Classification Amount
1. Land and land development 320,000
2, Building and Civil Works 823,000
3. Machinery and Equipment 51,000
4. Furniture and Fixture ^000
5. Working Capital 450,000
6. Electricity Installation 50,000
7. Miscellenous 100,000

TOTAL 1,800,000

ii) The funds for the project costs will be raised from the Federal 
Bank for Cooperatives through Provincial Cooperative Bank.

(In Rupees)
No. Classification Amount %age share
1. Equity o f Members 540,000 30%
2. Loan from Bank 1,260,000 70%

TOTAL 1,800,000 100%

6.3 Working Capital Requrement

The total working captal reqired for first complete cycle (two
i

months) estimated as follows.



Requirement o f feed for 1,000 birds. = 7 0  Bags 

Requirement o f feed for 10,000 birds. = 700 Bags 

Cost o f one bag o f feed = R s. 410

i) Cost o f 700 bags o f feed = R s. 287,000
'! I

ii) 10,000 chicks @ Rs. 12/- per head = Rs. 120,000

iii) Other expenses

Total

6.4 Selected Financial Data

-  ̂ Pay back period (Years) 3.12

NPV (In Rs. 000) 288

IR R (% ) 24

6.5 Sensitivity Analysis

= Rs. 43,000 

Rs. 450,000

Assumption Pay Back Period (Year) NPV(Rs. 000) IRR%
Orignal 3.12 288 24.00
i- Selling price

- 5% Increase 2.12 69 33.38
' - '5% Decrease 6.1 202 14.59

ii- Variable Cost
- 5% Increase 6.2 96 14.08
- 5% Decrease 3.5 324 29.33

iii- Investment
- 5% Increase 4.2 288 24.00'
- 5% Decrease 3.10 18 25.33

See annexure VII for nore dotnils



CHAPTER VII BUDGET

The society's Budget for the f irst  five years  would be as under

Y E A R S 1 2 3 4 5

■Revenue 3,154 3,437 3,437 3,437 3,437

Cost 2,890 2,967 2,974 2,980 2,988
- Variable Cost (2,540) (2,622) (2,622) (2,622) (2,622)
-  Fixed Cost (350) (345) (352) (358) (366)

i

Profit 264 470 463 457 449

Repayment - 180 180 180 180

Net Profit 264 290 283 277 269

(See A nnexure-V Il  for more details)



The proposed project described in this report appears to be in line 

with present Government policy for livestock.

The project would provide the members society with a regular 

source of income. In its present design the project provides reasonable good 

rei^ms for the society as well as for the members.

It would serve as a Model Project and livestock would develop 

through cooperative movement.

According to the financial analysis, the project is feasible.

CHAPTER VIII RECOMMENDATIONS



ANNEXUREI
S. NO. ITEM ESTIMATED COST

01- Cost for 8 Kanals land @ Rs. 30,000 
per Kanal

Rs. 240,000

02. Development Expenses Rs. 80,000

Toial:- Rs. 320,000

ANNEXURE II

S.
NO.

PARTICULARS SIZE/
AREA

RATE ESTIMATED
COST

01. Office, Store, 
Gaurdroom, Toilet

500 Sq. Ft. Rs. 200 
Sq. Ft.

Rs. 100,000

02. Broiler House 125x40 
5000 Sq. 

Ft.

Rs. 90 Sq. 
Ft.

Rs. 450,000

03.' Brooder House 30 X 70 
2100 Sq. 

Ft.

Rs. 90 Sq. 
Ft.

Rs. 189,000

04. Water Tank 5000 Gin. Lumsum Rs. 40,000
05. Boundary Wall Lumsum Rs. 20,000
06. Other Renovation . Rs. 24,000

Total:- Rs. 823,000



Annexure III
ESTIMATED COST OF MACHINERY

(In R up ee)
Sr
No

ITEM ESTIMATED
COST

1. 3 Air Cooler @ Rs.2500 7500
2. 3 Heater (electric ) @ Rs. 1000 3000
3. 100 Small Feeder @ Rs.50 5000
4 ' 25 Small Drinker @ Rs.50 1250
5 200 Big Feeder @ Rs.lOO 20000
6. 25 Big Drinker (automatic) @Rs.500 12500
7. Miscellaneous 1750

TOTAL 51000

Annexure IV
ESTIMATED COST OF FURNITURE AND FIXTURE

(In Rupee)
Sr. No. ITEM QUANTITV COST TOTAL COST

1 M anager Chair 1 600 600
2 Assistant Chair 1 500 500
3. Office Table 2 1000 2000
4. Visitors Chairs 4 400 1600
5. Guard Chair 1 300 300
6. Miscellaneous 1000

TOTAL 6000



DEPRECIATION

Annexure V

(In R upees)
Year

1

Building and Civil 
work Rs. 823,000 
@ 5%

Equipment, 
Furniture & 
fixture (51000 + 
6000)
= 57,000 
(S, 10%

Total

I* 41,150 5,700 46,850
2 39,093 5,130 44,223
3 37,138 4,617 41,755
4 35,281 4,155 39,436
5 33,517 3,740 37,257
6 31,841 3,366 35,207
7 30,249 3,029 33,278
8 28,736 2,726 31,462
9 27,299 2,454 29,753
10' 25,938 2,208 28,146

330,242 37,125 367,367

Undepreciated
Value 492,758 19,875

Undepreciated Capital (Land) 
Working Captial 
Salvage Value

Rs. 512,633 
Rs. 240,000 
Rs. 450,000 
Rs. 1,202,633



LOAN REPAYMENT SCHEDULE
Annexure VI 

(In R upees)
Year Markup (Interest) Principal

Reimburse
Balance

1 - - -

2 25,200 180,000 1,080,000
3 25,200 180,000 900,000
4 25,200 180,000 720,000
5"' ' 25,200 180,000 540,000
6 25,200 180,000 360,000
7 25,200 180,000 180,000
8 25,200 180,000 -

Total 176,400 1,260,000



ANNEXURE ,12/

{In Rs. 000)

SL.No. DETAIL YR 0 YR 1 YR 2 YR 3 YR 4 YR 5 YR 6 YR 7 YR 8 YR 9 YR K

A. INVESTMENT -1800 - - - - - - - - - -

1. REVENUE

Capcity Utilization 92* 100* 100* 100* 100* 100* 100* 100* 100* 100*

Production (Birds) 55000 60000 60000 60000 60000 60000 60000 60000 60000 600

Average Height of 82500 90000 90000 90000 90000 90000 90000 90000 90000 900

each Birds 1.5 kg,

Hartality Rate bl 77550 84600 84600 84600 84600 84600 84600 84600 84600 846

i) Selling Price Rs.40/- 3102 3384 3384 3384 3384 3384 3384 3384 3384 33

ii) Faeces 36 36 36 36 36 36 36 36 36

iii) Eipty B ^ 16 17 17 17 17 17 17 17 17

B. Total Revenue (i+ii+iiil 3154 3437 3437 3437 3437 3437 3437 3437 3437 34

2. VARIABLE COST

i) Chicks 720 720 720 720 720 720 720 720 720 (

ii) Feed 1640 1722 1722 1722 1722 1722 1722 1722 1722 n
, iii) Husk 60 60 60 60 60 60 60 60 60

iv) Medicine 120 120 120 120 120 120 120 120 120

C. Total Variable Cost 2540 2622 2622 2622 2622 2622 2622 2622 2622 21

(i+ii+iii+iv)

3. FIXED COST

i) Electricity 60 60 60 60 60 60 60 60 60

ii) Adiinitrative Exp. 24 24 24 24 24 24 24 24 24

iii) Salary 180 180 189 198 208 219 230 241 253

iv) Niscellenous 12 12 12 12 t2 12 12 12 12

D. Total Fixed Cost 276 276 285 294 304 315 326 337 349

(i+ii+iii+ivt

E. PBDI [E=B-(C+D)} 338 539 530 521 511 500 489 478 466

F. Mark-up on Tern Loan 25 25 25 25 25 25 25 25 25

6. P8D [6=E-F3 313 514 505 496 486 475 464 453 441

H; Depreciation 49 44 42 39 37 35 33 31 30

I, Profit CI=6-H3, 264 470 463 457 449 440 431 422 411

Jt- Net Salvage Value of F.A - - - - - - - - - 1

K. Profit + Dep.+ S.V 313 514 505 496 486 475 464 453 441 1

. Net Cash FI ox -1800 311 512 503 494 484 473 462 451 439 I
Discounted Cash FIoh I 0.869 0.756 0.657 0.572 0.497 0.432 0.376 0.326 0.284 0.

at 15X

-1800 272 388 331 283 241 206 175 148 126

NPV at 15* 773

B/C Ratio 1.43

Discounted Cash FI o n -1800 260 356 293 239 195 159 130 106 86

at 20*

NPV at 20* '2B8

B/C Ratio 1.16

Discounted Cash FIoh -1800 249 328 250 204 160 125 97 76 55

at 25*

NPV at 25X -72

IRR 241



ANNEXURE V U l  

(In Rs. 000)

INTERNAL RATE OF RETURN

YEAR NCF NPV AT 20% NPV AT 25%

0 -1,800 -1,800 -1,800
1■ y  ' 313 260 249*
2 514 356 328
3 505 293 258
4 496 239 204
5 486 195 160
6 475 159 125
7 464 130 97
8 453 106 76
9 441 86 55
10 1,631 264 176

288 -72

IRR 20 + r25-20'l X 288
288- { - 1 2 )

=  24%



SL.No. DETAIL

ANNEXURE I X

(In Rs. 000)

YR 1 YR 2 YR 3 YR 4 YR 5 YR 6 YR 7 YR 8 YR 9 YR

1. Profit 264 470 463 457 449 440 431 422 411

2. Loan Investieht - 180 180 180 180 180 180 180 -

■' 3. Profit after paysent of loan 264 290 283 277 269 260 251 242 411

 ̂ 4. Dividend Proposed S 101 - 29 28 27 27 26 25 24 41

' 5. Net Profit 264 259 253 248 240 232 224 216 368
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ORGANIC FARMING is the solution to some serious problem s confronting the Filipino 
farm er of today. First, the high cost of chemical fertilizer; second, Oie unabated  conversion 
of ricefields into acidic soil as a  resu lt of continuos use of chemical fertilizers: third, the 
indiscrim inate pollution of w ater sources and'rivers due to excessive use of pesticides; and 
fourth, inorganic fai'mlng Is not environmentally advantageous.

The Philippines, at present, is not capable of producing chemical fertilizer a t a  reasonable 
cost because its chemical com ponents are mostly imported. Urea, for example, is 100% 
imported. Nitrogen, Phosphorus, Potassium  and other chemicals are m ostly imported. 
Sometimes, there is a  shortage of chemical fertilizer supply, and if price hoarding ai'ises, it 
usually give undue burden  of additional expenses to the farm er v/hich lessens his income 
to some extent.

The re su lts  of som e vai'ious experim en ts and  farm  d em o n tra tio n s  of Filipino 
agriculturists and technicians in the efficacy of organic fertilizer proved th a t it can be as 
good, if not even better, th an  chemical fertilizer. Through proper form.ulation witli some 
inoculants and complexes, rock phosphate, guano ore (bat m anure deposits in m ountain 
caves), compost riiaterials, seaweeds and animal m anure, tlie NPK requirem ents of Philippine 
soil can  be met.

The W estern Pangasinan Federation of Cooperatives, of which I am one of the Directors, 
is an organization which will undertake the production of organic fertilizen It is strategically 
operating and doing business in an area where rock phosphate and guano ore are veiy 
m uch in abundance. Composed of 54 prim aiy cooperatives, mostly engaged in agriculture, 
with 10,000 farm ers tilling more than  -15,000 hectares of riceland, organic fertilizer 
production has  an  im m ediate m arket. The m em bers alone need more th an  180,000 bags 
of organic fcrUlizer eveiy cropping season (1 year). This meeuis, a  savings of more than 
P360.000 every harvest.

Considering tlie great economic effects of establishing an  ORGANIC FERTILIZER 
PRODUCTION in  W estern Pangasinan, and the favorable considerations in using organic 

' ferillzer in  rice paddy production, th is endeavor will no t particularly benefit m em bers of 
the proponent organization (WPFC), b u t to the farm ers of tlie whole province and the whole 
region, in general.

I am honored to have been given th is rare opportunity to prepare this PROJECT 
PPOPOSAJ^ on ORGANIC FERTILIZER PRODUCTION, It gives me great p leasure to express 
my sincere g ra titude to ICA-JAPAN AGRICULTURAL COOPERATIVE MANAGEMENT 
TRAINING for ASIA and the PACIFIC, with Regional Office a t NEW DELHI, INDIA to have 
qualified me to attend its 10th TRAINING COURSE.

I am cordially thankful to Mr. Tutsuro Oikawa, General M anager of IDACA, Mr. Yukio 
Abe, Programme Coordinator, IDACA-Japan, Dr. D am an Prakash, Project Director, and 
Mr. A.H. Ganesan, Programme Officer, both of the ICA, Professor G. Ki*ishnamurthi, MPD/ 
Programme Coordinator of IRMA, for having inculcated in my eager mind, the tenets of 
clTirienl ag ricu liu ra l cooperative n iunagcm cnt nnc! tiie necc.s.yaiy knowledge in llie 
pj cjMiraLion of tliis PROJECr PROPOSAL.

P R E F A C E



Finally, 1 am alvSO veiy grateful to my beloved wife, AURING.fcjr her inspiring motivations, 
and to my dear sons and daughters, for their w hole-hearted support. And also, my sincere 
tlianks to Mr. Felix A. Borja, and his staff of CUP, AND TO MY fellow-Directors of the 
W estern Pangasinan Federation of Cooperatives, the Pangasinan Cooperative Union, and 
finally to my fellow-Directors of the Regional Cooperative Union.

N otw ithstanding  th e  In su rm o u n tab le  ta sk s , p rob lem s,an d  req u irem en ts  in 
establishing, and im plem enting this PROJECT PROPOSAL, especially on the budgetary 
aspect, I am deeply wishing and hoping anytime and somehow, any agency, organization, 
or any group, national o r  International, to extend their generous assistance. I am  inviting 
any sym phathetic and generous agency or group to kindly visit the site of the proposed 
project, and enjoy the filendliness and hospitality of my organization and that of its members. 
The proposed site is ju s t  a  few kilometers away from the fam ous HUNDRED ISLANDS 
NATIONAL PARK.

This project, if realized, will served as a lasting memory of the economic cooperation 
, and cooperaUve endeavor of all who have devoted their efforts and sacrifices for the progress 
and development of the cooperative movement.

ODI OFRANCIA
Philippines
1995-1996



The Filipino farm er has been using chemical fertilizer for quite sometim e m aking him 
dependent perennially on it, as if chemical fertilizer is tlie only farm  in p u t th a t can provide 
him better production. Chemical fertilizer is easy to apply and is adapted to high-yielding 
variety rice (HYV]. W ithout proper soil analysis, however, the use of chemical fertilizer is 
commonly of little effect because the NPK requirem ent of the soil is not adequately supplied. 
The inert m aterial used in  the production of chemical fertilizei- in tlie Philippines by m ulti
national m anufacturers is lime or sand, usually  tlie by-product of cem ent m anufacturing. 
The lim e-based of chemical fertilizer is 75% in weight against only 25% of the chemical 
component. W hen not properly applied, chemical fertilizer evaporates in the air, since it is 
volatile, or is w ashed ou t w hen the ricefield is flooded.

The use of chemical fertilizer is expensive. One bag (50 kg.] of complete chemical 
fertilizer is more than  P300.00 ($12.00) in  the I'etail outlet, while organic fertilizer costs 
only P150.00 ($6.00), or even less. A bag  of u rea costs more, because it is 100% imported, 
as with the other chemical com ponents of the in-organic fertilizer like nitrogen, phosphorus 
and potassium . The accum ulation of the lime com ponent of the fertilizer converts the soil 
arid and acidic. Plants are more susceptible to p lan t diseases and are prone to Infestations 
due to the soft tissues of p lants fertilized v/ith chemicals. Crops produced with In-organic 
fertilizer are not as nu tiltious as organizally-produced crops. The use of chemical fertilizers 
and Insecticides oftentimes leave poisonous chemical residues in crops which are in tu rn  
consum ed. This fact has been the findings of experts. The use of chem icals has been 
giving more disadvantages to tlie hum an  body since it is not conducive to good health. At 
times the grains contain poisonous residues which are destructive to the hu m an  body.

Tiic use of chemical Icrtllizer has gradually deteriorated the productivity of Qie soil. 
Eveiy cropping season, the expenses of the Filipino farm er has increased gradually, since 
he has to increase his farm  inpu t now and then  in order to improve his yield. The high cost 
of fertilizer, seeds and labor, plus his problem on irrigation, com pounded by his loans from 
informal m oney leaders, of which he has to pay an  exorbitant interest, m akes the Filipino 
fai-mer of today the m ost m iserable farm er among ASEAN farmers. Another problem 
besetting farm ers is the lack of proper technology in agriculture, and the use of antiquated 
method of farming. The lukewai'm attitude of the governm ent on. agricultural progress cind 
developm ent also adds to the woes of tlie farmer.

Oi'ganic farming has been gaining attention in many agricultural countries, like Japan , 
Korea and India. Organic farm ing is environmentally friendly. It offers ecological stability 
and genetic diversity, promoting the complex n atu ra l system  and increasing the fertility of 
the soil thereby improAdng its productivity and its organic m atter content.

In W estern Pangasinan, the area of responsibility of title Western Pangasinan Federation 
of Cooperatives, there is a  great abundance of phosphate rock, and tliere axe many m ountain 
caves th a t yield guano ore (bat m anure), which are veiy rich in  Nitrogen, Phosphorus and 
Potassium . The B ureau of Mines of the Philippines can certify this fact. There are several 
prim aiy cooperative-affiliates of the Federation who are on hand to supply raw  m aterials 
for organic fertilizer production, through m anual mining. Some have already secured their 
srnall-mininjj, permits, and have alrctvdy IdcnUflud t h e i r  quarries, Tlie Departiuent of Science
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and Technology of the Philippines (DOST) is also available for technical and laboratoiy 
assistance and seivices. Several agricultural cooperatives of the region have expressed 
their support to tlie idea of establishing an  organic fertilizer m anufacturing in  W estern 
Pangasinan. Almost all of the farm er-cooperators of the Federation ai'e veiy en thusiastic  
and hopeful to the realization of this noble idea of organic fertilizer production. Farm ers 
have already realized the unfavorable effects' of using chemical feililizer. Recently, pests 
are ram pan t and it is believed tliat the scrupulous use of pesticides have m ade destructive 
pests and insects moz'e invulnerable to the effects of chemicals. It is indeed high time th a t 
farm ers m ust have to resort to the n a tu ra l process of fertilizing the soil. Crops fertilized 
naturally  are more sturdy, the stem s ai'e stronger and healtliier and m ore resis tan t to 
p lan t and diseases and pests.



W estern Pangasinan is composed of eleven (11) towns, composed of the whole first 
disti'ict and a  p a rt of tlie second district of Pangasinan. There are 54 prim ary coopex'atives 
in the Federation (WPFC) with a  total farm lands of 15,000 hectares, owned by 10,000 
cooperators. More th an  one-half of this area is irrigated and is planted mostly with rice. 
The Westei’n  Pangasinan Federation of Cooperatives, w hich holds office a t  the premier 
town of Alaminos, Pangasinan, the commercial and ti'ading center of W estern Pangasinan, 
has bought a one (1) hectare lot atT agudin , Alabinl, Pangasinan, five (5) m inutes ride from 
the Federation office. In this lot, an  Agricultural Complex has been envisioned by the 
m em bers of the Federation, where 1,200 sq.m. concrete solar dryer is now existing, a 
m ulti-purpose w arehouse of 375 sq.m. area has been built, housing two (2) mechnical 
dryers for paddy and maize, and a  sack-m aking factoiy. Another sm aller w arehouse with 
a rice mill has  ilso  been established to serve the Federation m em bers. The following have 
been p lanned to be built, depending on the availability of funding: Agricultural and 
Manpower Training Center, Farm m achineries and Implements Display Center, and finally 
an  ORG.WIC FERTILIZER PRODUCTION PLANT.

This Agricultural Complex owned by the Federation is strategically situated  a t the 
heart of Westei'n Pangasinan. It is accessible to all m unicipalities of the area, situated 
beside the national highway going to Olongapo City and Subic Bay in Zam bales province. 
It lies ju s t  a  few kilometers away from the world-famous 100 ISLANDS, a renowned tourist 
spot of U ie country where there is an ab undance of multi-colored corals and colorful m arine 
life conducive to scuba diving and sight-seeing.

The soil texture of the agricultural lands of W estern Pangasinan is favorable for rice, 
corn, root crops, and vegetables. If fully utilized and developed, and the irrigation facilities 
are improved, a  farm ers' household can easily double his present income of P5,000.00 to 
PIO.OOO montlily. Farm ers along the shoreline of W estern Pangasinan are also proficient 
fisherm en. W hen not busy  in tlie rice fields, these farm ers go to the sea for gainful fishing. 
Farm ers of W estern Pangasinan are slightly above the average Filipino farmer, considering 
his n atu ra l environm ent where rice, fish and vegetables are abundan t. But due to the 
gradual rise of the inflation rate, the periodic increase of prices of commodities and tlie 
growing expenses in the living s tandards of the Filipino household, tliis average income of 
P5,000 a m onth of our farm ers in our area is becoming Insignificant. Two (2) years back, 
sugar cost only P12.00 per kg., today, it has spiralled to P25.00 per kg. The sam e is ti'ue 
with other prime commodities. There is, therefore, a  need of improving the farm ers' farm 
yield. By using the  proper technology of farming and utilizing organic fertilizer, the yield 
can be increased and the natui'al productivity of the soil can be restored. Production 
expenses is also reduced rem arkably.

PROJECT AREA



THE PROJECT

The W estern Pangasinan  Federation of Cooperatives has the determ ination to supply 
its m em bers w ith quality, low-cost, and  n a tu ra l organic fertilizer, by estab lish ing  an 
ORGANIC PRODUCTION PLANT, which will cost around 12.5 Million Pesos ($500,000.00) 
with a  production capacity of 5,000 tons of organic fertilizer annually. The general objective 
of this project is to produce quality organic fertilizer through the use of raw  m aterials 
which abound in tlie area like rock phosphate, guano ore, sea-weeds, anim al m anure and 
p lan t residues, in com bination with bacteria and fungi complexing inoculants. The project 
is to be established in one hectare lot owned by the Federation located a tT agud in , Mabini, 
Pangasinan, a  very accessible place for all the 54 prim aiy cooperative affiliates.

The proposed project is to be bu ilt in an  undergound complex to avoid pollution. The 
buildings are composed of two (2) w arehouses, one for raw  m aterials and another for 
finished products, and another building to house the plant. The three (3) structu res will 
cost around 4.0 million pesos ($160,000). The plant, machineiy, equipm ent and laboratoiy 
(see annex pages of undergound lay-out and m anufacturing flow chart), will cost more or 
less 8.0 million pesos ($320,000.00). The project is to be constructed in a period of 120 
days (4 m onths), since the land is already developed, with axi access road from tlie national 
highway. The Federation has accum ulated more th an  4.0 million pesos as equity to acquire 
around 8.0 million pesos financing loan for the project. The project can  be operational 
after 4 m onths of consti'uction and installation and can be ready for utilization to produce 
75% of its capacity or a total of 3,750 tons production for the first year of operation. The 
recovejy period is scheduled to 5 years since its financial rate of retu rn  is quite positive, 
considering the Federation's m em bers as the captive m arket for its production. Around
15.000 hectares of ricelands, needing a  fertilizer m inim um  requirem ent of 3,000 tons every 
year is awaiting the production of the supposed project.

The project total investm ent cost is P12,500,000 broken down to land investm ent of
2.0 million pesos, Planl, Machinery and Equipment, 5.0 million jjesos, Buildings, 4.0 million 
pesos, and provision for raw m aterials and working capital of 1.5 million pesos. 8.0 million 
pesos is to be financed by a  long-term loan witli an  Interest of 10% p.a., and .5 million 
short-term  loan (working capital) with an  in terest of 14% p.a. The rem aining 4.0 million 
pesos is the equity of the Federation in the form of share capital and land cost. The 
provision of raw  m aterials a t the s ta rt of the project is necessary because the m ining and 
gathering of raw  m aterials Is only possible during diy season (from December to April). 
The supply of raw  m aterials for production for the whole year should be stored during the 
diy season. As m uch as possible construction period should stai't a t December which is 
m ost adequate and timely.

The Federation owns two vehicles for hauling raw materisils and for dellveiy of finished 
products to its m em bers and outlet stores. These hauling ti'ucks were acquired through 
Federation's Funds to the am ount of 1.5 million pesos.
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The W estern Pangasinan Federation of Cooperatives (WPFC) was organized on Mai'ch 
9, 1992 with an  initial m em bership of 15 prim ary cooperatives and was registered with the 
Cooperative Development Autliority (CDA) under registry no. DAG 2042 on J u n e  9, 1992. 
The area  of operation of the Federation is composed of eleven (11) towns of Western 
Pangasinan where the fam ous H undred Islands tourist spot is found. These towns axe; 
Agno, Alaminos, Anda, Bollnao, Burgos, Dasol, Infanta, Labrador, Mabini, Baui cuid Sual. 
The total farm lands covered by the Federation is approximately 15,000 hectares with almost
8,000 hectai-es irrigated.

To date, after four years of organization, the Fedei'ation has 54 prim aiy cooperative 
’aienibers, wiU'i a  total individual m em bership of 10,000 coopefators. Most of the coop 
m em bers are engaged in farming, while some are fisherm en, considering the long coastline 
covered by the Federation overlooking the China Sea (see accom paiiying Map).

The WPFC is directed and  supervised by five (5) m em bers of the Board of Directors, 
elected during annual general assem blies, and assisted by a  set of committees, nam ely the 
Credit, E ducation  and Training, A udit and Election Com m ittees (See O rganizational 
Sti'ucture). The Board of Directors is headed by the Chairm an, who is the presiding officer. 
The re s t of the four Directors are assigned specific directorship, as on Education and 
Training. Procurem ent and Marketing, Adm inistration and Field Sem ces. The officers are 
chosen from a cluster of pi'imaiy cooperatives for equal representation  in  tlie Federation. 
Eveiy prim aiy cooperative member, through a Board of Directors, appoints five (5) delegates 
as representatives to the general assembly. These representatives take part in die democraLic 
deliberations and elect the officers of the Federation. The Board of Directors elect auioiig 
Uicaiselves tlie Chairm an and Vice-Chairman, after tlie Genereil Assembly. The Federation 
h as  approved the organization of a  Project M anagem ent Committee, specifically to look 
after the projects of the Federation, as the Organic Fertilizer Production Project.

The WPFC holds office a t 110 Quezon Avenue, Alaminos, Pangasinan, Philippines. 
The office is m anaged by a full-Ume Manager, assisted  by a  M anagem ent staff. The 
Federation has acquired a  one-hectare lot atT agudin , Mabini, Pangasinan, some 5 m inutes 
ride from its Office. In tills lot, tlie Federation has  planned to establish an  INTEGI^TED 
AGRICULTURAL COMPLEX, w herein an  existing building, housing two m echanical dryers 
for paddy and maize, a sack-m aking factoiy, and garage has been b u i l t . Another building, 
a  rice paddy w arehouse and rice mill is also being built. There is also a concrete solar 
diyer w ith an  area of 1,200 sq. metei'S. The following structu res are program m ed to be 
established subject to the availability of financing: AN ORGANIC FERTILIZER PRODUCTION 
PLANT, A TRAINING CENTER FOR AGRICULTURAL TECHNOLOGY AND MANPOWER 
DEVELOPMENT, A SALT-IODIZING FACTORY, and a  DISPLAY CENTER FOR Fx\RM 
IMPLEMENTS.

The WPFC is destined to help and assis t particularly thousands of farm ers of W estern 
Pangasinan, and of the whole province of Pangasinan, in general. Although it is still in its 
pioneering yeai's of development, its officers and m em bers are en thusiastic  in  its progress, 
and are united in  developing it into a  viable and fully-operating organization for production, 
processing and m arkeling. The FedcraUon wns jjrlimnily founded to upliR Uic socio
economic condition and quality of life of the fai'mers of Western Pangaslann, thi'u sustainable 
and equitable d istiibu tion  of resources.

ORGANIZATION AND MANAGEMENT



The ORGANIC FERTILIZER PRODUCTION PROJECT is designed to produce 5,000 
tons of quality organic fertilizer annually. On its year of operation, it is expected to produce 
75% of its capacity or 3,750 tons capable of providing fertlizer to a 10,000 hectaj'e farm land 
for 3 croppings. The total cost of production for tlie first year of operation is P7,500,000 
increasing by 10% on the succeeding years. Total sales revenue for the first year is 
PI 1,250,000. This is expected to Increase by 10% correspondingly as the production 
capacity Increases a t the sam e rate.

The provision of raw  m aterials, more particularly on rock phosphate  and guano ore 
(bat manure) will s ta rt sim ultaneously with the construction and installation of the plant. 
Mining talces place fi'om the m onth of December to the montli of April, of which during 
these montlis the season is favorable for mining and quanying. The supply of these minerals 
should be provided during these m onths to last for the whole year of operation. An adequate 
budget should be provided to procure 5,000 tons of m inerals with an  approxim ate cost of 
P I ,500,000 production during the rainy season  (May to November) will be countinuous 
with the availability of enough supply of raw  m aterials. This will ensure adequate supply 
of fertilizer for Uie on-corning cropping season.

Tlie rnaiicetlng aspect Is quite system atic. Every prim ary coop-afflliate is required to 
formulate a policy, requiring all m em ber farm ers to use organic fertilizer produced by the 
Federation. This can  be implemented through a  credit schem e by distributing,organic 
fcrtili/.er payable eveiy after haivesfc either in cash or in rlcc ])addy, Other cooj^ oi'ganl/.atlons 
who are non-m em bers, may secure organic fertilizer by establishing a credit line with the 
Federation by proper negotiation and agreement.

PRODUCTION AND MARKETING



BENEFITS AND JUSTIFICATION

As has been  discussed in tlie previous sections of th is pi'oposal about tlie favorable 
and outstanding effects of the project, pai'tlculaj'ly on the rem arkable reduction of the cost 
agricultui'al inpu ts in farming, it should be emphasized th a t the ill-effects of chemical 
fertilizer is threateiiing and is dam aging crop production to a considerable degree year 
after year. The num erous benefits of using organic fertlizer should be given attention and 
im portance. The soil m u st have to regain its naturgJ productivity by improving its texture 
and m atter content wltli organic farming, th u s  promoting the complex n a tu ra l system of 
the environment. Organically-produced*crops are conducive to better health, and a  healthy 
citizenry builds a  strong and robust national economy.

Aside from tlie above-mentioned benefits of the project, it is also labor intensive, 
considering the system  of gathering m inerals as guano ore and rock phosphate  which are 
done m anually. M anual m ining is undertaken  by cooperators. Also the supply of animal 
m anures, p lan t residues and seaweeds is done by cooperatoi's. This will provide additional 
activity and income to m em bers of cooperatives.

The desirability and significance of the oi'ganic fertilizer production is so outstanding 
and iiotcwortliy, especially so when organic farming Is gaining m oinentuni in developing 
countries. Developed countiles need organically-pj'oduced crops. The degree of importance 
of Uiis endeavor is so I'emarkable th a t environm entalists, scientists, nuti'itionists, nature 
lovers and agriculturists are recommending the popular use of ox'ganic farming.
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FINANCIAL ANALYSIS OF THE PROJECT

1. Investm ent Costs for the first year (1997);

Land - P 2 ,000;000.00
Building - 4 .000.000.00
Plant, M achinery & Equipm ent - 5 ,000,000.00
Raw M aterials & Working Capital - 1,500,000.00
Total - P12,500,000.00

II P lant capacity : processing of 5,000 tons of organic I'aw matexials to produce 
v/ith a  yeEU'ly increase of 10%. In year 1, 75% of capacity is expected to be used for only 8 
m onths operation. It will lake 4 montlis for consti'uction and installation of the plant. Mining 
and gathering of raw materials s tart simultaneous with the conshxiction of the plant.

III Sales Prices : P3,000 per ton of organic fertilizer.

IV Raw M aterials prices per ton
Guano oi'es. Phosphate rocks, Animal 
M anures, Plant Residues and
Bio-chemical complexing Innoculants - 1,400.00

V Packing M aterials : P I 80.00 per ton

VI Labor C o s t : P400.00 per ton

VII Water, Fuel & Electricity : P20.00 per ton

VIII Overheads : Adminish'ative and M arketing Costs ai'e
estim ated a t P386.00 per ton

IX Depreciation Rates;
Buildings - 10% P. A
Plant, M achinery & Equipm ent - 10% P.A.

X Pi'Oject Life is assum ed a t 10 years

XI Working Capital Requirements

Cash and Bank - P50.000
Receii^ables - 30 days s a le s '
Inventories - 30 days requirem ents

(raw m aterials for processing 
and packing m aterials)

XII Interest:
Long term Loan - 10% P.A.
Short term Loan - 14% P.A,

Xill Distribution of Net Surplus (Dividends) shall be at (he end of the 3rd year of 
operation, 60% shall be allocated for Net Surplus distribution and 40% shall be j'clalned 
fo!' project cxpension and OiJci'aUon,
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WPFC ORGANIC FERTILtZER PRODUCTION  
Projcctcd Incomc Statcisicnt 

5 YcarK of O peration

Yuai 1 Yeai 2 Yt;ai 3 Ye a I A Year 5

SALES U, 250,000 18,150,000 21,961,500 26,573,415 3,2,153,832

Less- Cost of Siles 7.500,000 12.100,000 14,641,000 17,715,610 21,435,088

Gron trxcjme liom Sales 3.750,000 6,050..000 7.320,500 f!,tl57.a05 10,717,944

Adir.irastiative and Marketing 1,4.17,500 2,235,300 2,925,712 3,419,113 4,137,126

inlMiKit Expoiist-’i 870,000 700,000 600.000 '■00,000 400,000
Depieciauon, Expense 1,170.000 1,. 170,. 000 L 170.000 1,170,0U0 1,170,000

Total Expenses 3,487.500 4205,300 4,595,713 5.039,113 5,707.126
.:l-. .TAVINGS (LOSS) 2fi2,500 1,844700 2,724.787 3,768,692 5,010,018

jJlSTPlBUTiOM OF NET SAVINGS:
} -J V h C >Cl VC ,:d6,250 la^^r/o 272,479 3'/U,uL,':I 501,0U2
LJ‘X CETF 26,250 134,470 272,479 376,869 501,082

1 .'n'l oiiii Fund :!6.a50 ir<4.-170 272,470 37(',,(lf',</ 001.. 002
hilt-u-it oil Capita 78,750 553,410 617,436 1,130,608 1,503,245

r 1 ill Iiliaii/’ 1 iMUil 7'l7,nilD 1 1 M.)7.-r/7 01)4. )„:7
TOTAL 262,500 1,844700 2,724787 3,768,692 5,010,eiB

0
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WPFC ORGANIC F e r t i l i z e r  p r o d u c t i o n

P rojcclcd  Baltuice S h ed  
5 Years of Operation

A S S E T S

Y ear 1 Y ear 2 Y ear 3 Y car 4 Y ear 5

.'u n tn l Assel::
Cn s h ■?.82,500 l,64a3-.25 2,854,667 4, >.80,816 6.208.60'

Account) K?ceivable 900,000 1,452,000 1.756,920 2.125.87 i 2,572. J<r.

Tola! CuriEnt Assets j. 202.500 3,100,325 4,611,507 6.5 i.i().6h9 8, OniX

Pu -tirUy, Plant and Ecjuipment

Ldrid 2,000,000 2,000,000 2,000.000 2.000.000 2.000.00t
Btald.ng, 4000 ,000 4,000,000 4,000,000 4.000 i.''0Ci 4.ooo.oof;
hbiit and Machineiy Eqiupmeni 5,000,000 5,000.000 5,000,000 5.000.000 5.000.00(.

EquipineiU 100,000 100,000 100.000 3 011, l.ii.ili

Funiituis aad Fixture': 50.000 50,000 SO.CKjCi 51.1.000

11 1 1 l''iiiiH>ity. I'1.1 III and EriuipineiU 11,150.000 11.150,000 11.150.000 11,150,000 n  i50,oor.

le i'.:  Accumulated Depieciation 1.170,000 2.340.000 3,510,000 4.680.000 5.850.001

N'al V jIu.; 9,9fJ0,00D 8.010,000 7.640.000 6,-.170,00f 5 iOO.tjO'

1 -1AL. Av::u i>,: :1 11,'nii, i;'. 12.251.'.07 14. K.ti.'Jij

LL<VUiLlTlt:S, SHARE CAPITAL AWL) Kh'L:Ui'VKJ

Cuiifiii LKHlulitje?

Loans Payable - Current Poitioii 1,000,000 1,000,000 1,000,000 1,000.000 i.ooo.ooc

L,ue tfj Apex OrgdiiizsUon 13,12S 92,23-5 136,239 138.435 250.54

h.tejest c.n Capital 78,750 55J.4iO e 17,436 i.i.eo ,5oe 1, So J. 24J:

Paitor.ogfc Refunds 105,000 737,880 1.089.915 1,507,477 2.004.32’,

Totdl Cuirent Liabilities L 196,875 2.383,625 3,043,590 3.S26.519 4,758.11;

, ;n^,-Teim Liabilities; 6.000.000 5.000,000 4000 .0 0 0 3.000.000 2.000. cot

Tola! Liabilities 7.196,875 7,383,525 7,043.590 6.826.S1'5 6.758.113

Ml iiibets' Equity:

i^haiu Capital 4,000,000 4,000,000 4,000,000 4.000,000 4 ,000, 00c

Rtiseivas;

R f'i’ivc Fund 2S,250 210,720 483,199 860,068 1.361.151:

Cooperauve Education and Training Fund 13,125 105,360 241,599 430,034 680,57e

Laud and liuilding Fund 26,250 210,720 483.. 199 860,068 1,361, iSf

ToUl E.eserves 65.625 526,800 1.207,997 2,150.170 3,'302,87-^
I'J'I'AL L lA iilL lT liiS, M iavlBER S’ EOUr|-'. ' «< RESE U,;;6:'.500 11 910.'^25 12,25 1.587 12.976.609 14. J 60.98',
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WPFC ORGANIC FERTILIZER PRODUCTION/
Projcctcd Cash f-'iow Statement 

5 Years of Operation

Y e  81 1 Y o u r 2 Y tjiu  3 Y e a i  4 Y e iir  5

C.i'ih 10 ,350 .000 16 ,698 ,000 2 0 ,2 0 4 5 8 0 2 4 ,4 4 7 ,5 4 2 2 9 .581 .526

L >ini f t'-'ceeed^ G. 500 .000 0 i; 0 ‘1

Ccilleclum s irom  Account.' R eceivabltis 0 900 ,0 0 0 J ,4 5 2 ,0 0 0 1,756,92i'i 12‘’>, r;V ■■

ToiaJ R.eceiptJ 18 .850 ,000 17.59C ,000 21;.6S6,5!i0 31,V07, ';-9 '

O U T F L O W S :

AcquislUoli ul AijL'li 11.1^)0.000 0 [ 1 t ) 11

Production  Costs 7 ,500 ,000 12 ,100 ,000 14 ,641 ,000 1 7 ,7 1 5 ,6 -0 21,435,SBci

PfpH yiiien t ol Loans 1,500 ,000 1 ,000 ,000 1 ,000 ,000 1 ,000 ,000 1 ,000 .000

In te ies l on Loans 870 ,000 700 ,000 600 ,000 500,000 400 .000

Uuu I'j A pux  Oi^^ijiiij'.'itiuri 0 13,1:^5 92 ,235 136,2 59 100,435

iM tionage Refund 0 105,000 73 7 , 89 0 1,009,9.] 5 L5l.i7.477

in te res t on Capita! 0 78,750 553,410 817,436 1,130,609

A dm inistiat’ve and M a rk e tin g 1,447 ,500 2,335,300 2,825,713 3,419,113 4,137,126

Total Expense:- 22,467,500 16,332,175 20,450,238 24,670,313 29 ,7 9 9 ,5 3 4

B iU nce 0 ,6 1 7 ,5 0 0 ) L265,Q25 L 2 o 6,j 42 1 ,526,149 1,9u 7,IJ65

A iiJ; B eg in n in g  B alance 4 ,000 ,000 382 ,5 0 0 1,648,325 2,854,667 4,360,316

'^ C a s h  lia lan ce. End 382,500 1,649,325 2,854,667 4,3ei_i,8l5 6,20t;,631
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k  Cost oE Sales:
Raw M.j.f0n3i:. 
Labor C ost 

OYsrheadj 
Total C05U

5.250.000

1.500.000 

750,000

7,500,000

8.470.000

2.420.000

1.210.000

lo.ŝ avoo
2,928.200 

1,^ 6 .̂ io n

12,400,927

122

1,771.5̂ ^̂
12,100,000 14641,000 17.7r.,610

Production C osts Per Ton

R aw  Maieil&ls 1 .400 1.540 1.694 1.863

L ib o i C o il 400 440 4G4 S i2

O vethe.'ids 200 220 2- î2 266

A dm in and Marketing?; E x p en se ', 366 425 467 514

T oijl P raduclion  in ion 3,750 5 .S00 5,050 6,655

ri'Hiiijf Piitfl piji ton 3.000 ■?.?00

1
- I'lpt.) rinlci iifj ypor 1 i,;!50,0DO .1(1, Jf.0 ,000 , :c ,‘T / i./l I'..... . ■■■ ■ . . . .  ................ .....
If-.eceivablsi; - 6%  01 T o ta l Sate-j 900,000 1,452,000 1,756,920 2,125,875- 2,57:.
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SCHEDULE OF LOAN AMORTIZATION:
Term Loan: P8,000,000.00

Mnuai Total

Year Piincipal AmcutizRtion Interest /•'jTicirUzaticirj

1 a  0 0 0 ,0 0 0 L 0 0 0 ,0 0 0 8 0 0 ,0 0 0 1 ,800 ,000

<L 7,000,000 1.000 ,000 7 0 0 ,0 0 0 1 ,700 ,000

3 6 ,0 0 0 ,0 0 0 1 ,000 ,000 600 ,000 1 ,600 ,000

<1 5,000,000 1,000 ,000 500 ,000 1 ,500 ,000

5 4 ,0 0 0 ,0 0 0 L 000 ,000 400 ,000 L duo, 000

6 3:, 000 .000 1 .000 ,000 )00,OOD i.lo o ,  oofi

■7 2 .0 0 0 ,0 0 0 1.000 ,000 200 ,000 1,200,000
8 1,000 ,000 1 ,000,000 100 ,000 1. 100.I.JU0

0 .0 0 0 ,0 0 0 3 ,6 0 0 .0 0 0 1 1 ,600 . orx.i

R Short Teim Loan - P500.000.0D 500 ,000 500 ,0 0 0 70 ,000 570,0i';0

SCHEDULE OF DEPRECIATION; Total Con Ejr,, Lifrj Percenlfigr) Di3preciaiioii

L;ind 2,000,000 Ivl/A 0% N/A

Building, 4000,000 16 16% 6 4 0 ,0 0 0

Plant. Machinery and Equipment 5,000,000 10 10% 5 0 0 ,0 0 0

Office Equlpnwnt 100.000 c 20% 20,000
Fiiiniuiie and Fixtures 50,000 5 20?? 10,000

11, 150,000 1, 170,000
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Chapter I. Summary

1.1 The project is to establish an Analog Forest ( Agro Forestty System) in Maho
AGA Division. The project will be implemented and conducted by the NCC and 
MFCS of Maho.

1.2 The object of this project is to increase the income of member farmers by
introducing a new permanent sustainable cropping system and connecting the 
market channel to assure reasonable prices.

1.3 The tai êt groups of this project are fanners in the Maho AGA division who are
suffering from low harvest and low market facilities and many other problems.

1.4 Total investment of the project is about Rs. 3.13 millions.

1.5 The sources of fund from the People’s Bank and NCC’s own fixnds.

1.6 The capacity of the project is to develop lOOac. of wasteland belonging to diy-zone 
fanners in the North-west of Sri Lanka.

1.7 The products will be marketed through MPCS’s and a private company which 
exports agricultural products.

1.8 The results of the financial analysis of the project are as follows :
B/C Ratio is 2.73 IRR is 54.22% NPV is 7,799,460.00 SLRs. They show the 
financial viability of the project during the project period which will be lOyears.

1.9 The major components of the project are as follows :
Perennial finit crops, timber trees of commercial value, annual crops, etc.

1.10 One person will be newly employed as a regular worker

1.11 The establishment period of the project will be one year from June 1®*, 1996 to 
May 30“‘, 1997.



Project on the Wasteland Development 

Dry Zone North-West of Sri Lanka

Chapter II. Back Ground Information.

According to the climatic conditions of Sri Lanka; the temperature and the annual rain 
fall, Sri Lanka is devided mainly in to two zones. They are known as the diy zone and the 
wet zone. In the rural areas of the diy zone, agriculture is the main income generating 
system. But the agriculture in rural areas can be devided in to two sections. They are:-

(a). The Paddy Farming.
(b). The Chena Cultivation.

This project is purely based on the system of Chena Cultivation in the diy zone of Sri 
Lanka.

Almost all the people of the diy zone are made to select chena cultivating, because they 
have of proper and systematic irrigation system. Therefore their cultivation is completely a 
rainfed system, and the harvest is always uncertain. Therefore the fanners who depend on 
the above system are embraced by poverty forever. This problem is made worse and more 
critical by the following conditions:

(a). Increasing Population.

Earlier with a small population farmers could cultivate their crops in a vast area of 
land. But with the increasing population they have to limit their land to one or two 
acres. Then they can not get a big harvest and it affects their income and lives.

(b~). Continuous Cultivation.

With the increasing population the fanners had to limit their land area and cultivate 
the same plot of land continuously every season. So, the condition of the land 
deteriorates and thereby the harvest is reduced. It also finally affect the fanners.



(c). Irregular Management

Even for the little land that each house hold owns, a regular and correct 
management system is not applied. They never apply conservation system to 
protect or develop the quality of the soil. So with the decrease in the quality of the 
soil, the amount of the harvest decreases, and it also affects the farmers lives.

(d). Drought

Constant drou^t is a common incident in the dry-zone. Because the chena 
cultivation fully depends on rain water, the drought destroys fully or partially the 
fanners production. Thereby the fanners fall deeper in to poverty.

(e). Less Marketing Facilities.

Even for the little production they get, they do not have a proper marketing 
system. Most of the time the profit of their production is taken by the midde 
agent. So, they are stiU drawn into the depth of poverty.

(f). Unselabie Crops.

The farmers in these areas are not sophisticated in the marketing system. They do 
not know about marketing crops. So, they never change their traditional marketless 
crops into new income generating, marketing crops. So, they can not sell their 
products and get a profit.

The National Co-operative Council of Sri Lanka (NCC) identified the above problems 
identified and implemented a project called “Sustainable Agriculture Through 
Environmental Conservation”. This project is in its 5th. year of operation. This project 
was started as a pilot effort. But it has become a very successful Mid sustainable system to 
develop the standard of living of tive dry-zone farmers of Sri Lanka. Therefore the 
National Co-operative Council has decided to expand the project to all over the diy-zone. 
The NCC expects to widen tiie catchment area while re-arranging and re-correcting the 
errors and mistakes they have foimd in the pilot project.



Under this project, the NCC is going to establish a forest model called “Analog Forestry”, 
which is very similar to the National Forest System in Sri Lanka in structure. For this 
purpose the NCC Im selected perennial crops and fruits plants which are suitable for the 
environment of the diy-zone.

E.g.;- Mango, Cashew, Coconut, Teak, Jack fruits...............etc.

The NCC has introduced above crops, because they have a hi^er demand in the market 
than the traditional short-term crops. Thereby the NCC hopes and expects to uplift the 
standard of the chena cultivators of the diy-zone.

In addition to the NCC such projects have been implemented in the diy-zone by 
institutions such as the Ministry of Agriculture, the Animal Production and Health 
Department and the various non-governmental organizations.



PROJECT RATIONALE.

Chapter III

The Chena cvdtivation in the diy-zone of Sri Lanka has always been a loss for several 
reasons such as the increasing population, continuous cultivation, the irregular land 
management, the drought or less rain, less marketing facilities and the cultivation of 
marketless crops. These points are discussed in detail under the project back ground.

As a result of the above reason, the dry-zone chena cultivation are always poverty-stricken. 
They are socially backward. They have on social contacts or the urban society has no 
linkages with these people. Most of tiie state organizations have no direct link with them, 
because of several reasons. Mainly these villages are in the remote areas where there are 
no proper rounds or transport facilities. So, these people are socially isolated or forgotten.

Not only that, but, also resources of modem technology do not flow to these villages 
because there not so much of valuable raw materials. The lack of transport facilities also 
contribute to this factor, to a certain level. So, these villages can not be technically 
developed.

After taking all above point into consideration the NCC decided to introduce “Analog 
Forestry” system to cope with these problems.

Instead of short-term traditional crops such as Mung-beans, Cowpea, Maize...etc., Under 
the Analog forest system perennial crops are introduced and cultivated. Thereby the NCC 
expects to develop two factors. The economical condition of the dry-zone farmers, and the 
environmental condition of the diy-zone.

(a~). Ekronomic Conditions.

Short term traditional crops; Mung-beans, Cowpea, Maize...etc., have no demand 
in the market. There is no stabilized market for those crops and so the farmer is 
always subjected to the exploitation of the black market or the middle agents.
But for the perennial crops such as fruits and trees which have timber value there is 
very good demand in the market. This demand is always increasing, therefore by 
introducing this system the NCC expects to raise the economic condition of chena 
cultivation.



As a result o f clearing away the forests for chena cultivation in the diy-zone. the 
forest reserve o f the dry-zone is highly decreased and it has been a reason for soil 
erosion, and the drought. Because the forest cover conserves soil, water and 
favorable climatic conditions. The NCC expects the Analog forest system might 
control the situation at least to a certain level.

(bV E nvironinental C on d ition s.

3.1 Analog Forestry.

Analog forestry is a forestry technique that allows the development o f a physical structure 
similar to the climax forest, and recreates a similar modified environment allowing many 
species o f the original forests to extend their ranges, (Senanayake, 1989).

The project was started as a pilot effort a few years ago. At that period the NCC faced 
many difSculties when it went into operation. Poor farmers always expects not advice but 
some kind o f monitoiy assistance or instant development. They either think or are made to 
think by social and economical factors, that perennial crops won’t serve their purposes. 
But after working with them a few years, we have found that their negative attitude could 
change into the positive. So, finally the project has been successfiil and has become a 
model project among the farmers in The diy-zone. Now the NCC hopes to widen its area 
by another hundred acres in fiiture.

Though the NCC needs to expand the Analog forestry project all over the dry-zone, at 
present, according to the available resources such as feance and the staff. I lie  area of 
expansion has to be limited to maximum hundred acres.

3.2 Possible Risks and Alternatives.

The main risk that this project has to face is the market. But NCC haS identified several 
market areas and they have been linked with the farmers. Specially the NCC has links with 
several companies. By whom such products are purchased and exported. So, the risk o f 
the market can be minimized or stopped.

6



3 .3  A r e a  o f  th e  P r o je c t .

Situation.

Project area is Maho AGA’s Division. This is situated in the Kurunegala district in 
the diy-zone, North Western Province o f Sri Lanka.

Climatic Conditions.

Annual rain fall o f this area is 1700mm. The rainy season is from December to 
Januaiy. The driest month is August. This is one o f the areas in Sri Lanka which 
gets severely affected by drought.

Temperature.

Main annual temperature is 29.5°c and this is one o f the relatively hot areas in the 
country.

Topography.

The land is mainly flat in this area. The total land area is 6250 acres.

Land Use.

Paddy farming, Chena cultivation and forestry are the main types o f activities in 
this area. 37% o f the total land area is agricultural land, 9%is forest land and 22% 
is used for paddy cultivation. Agricultural practices are mainly by using rain water.

Population.

The population in this area is 62,480 and 85% of the people live in rural areas.
The main occupation o f the people is paddy and chena cultivation. There are two 
cultivating seasons, Yala and Maha. Cultivation is done mainly during the Maha 
season. Some times these cultivations, including paddy are destroyed due to 
drought.



Administration.

There are 291 villages in this AG A Division and 52 schools and 26 religious 
centers. This AGA division consists o f 104 village level administrative 
(“Gramasevaka”) divisions.

Co-operative Movement in the Maho AGA Division.

There are two main types o f Co-operative societies in tiiis AGA’s division.

( I ). Multi-Purpose Co-operative Societies. (M FCS)

The only MFCS in the M ^ o AGA division is the Maho Multi Purpose Co
operative Society Ltd. This MPCS consists o f 4300 members and 27 branch 
societies, and supplies consumer goods for the members and non-members 
through its retail outlets in these branches. It also provides transport services, and 
have a Rural Bank, Fuel Stations and Consumer Stores.

( I I ). Thrift and Credit Co-operative Societies.

There are 50 primary TCCS’s, consisting 4806 members. Out o f these 48 primary 
societies 23 have women’s committees. These TCCS’s supply loans, agricultural 
inputs and other various types o f services to their members.

3 .4 Problems Faced by Farmers in the Drv-zone.

Diy-zone chena cultivators are poverty-stricken because o f several reasons :

1. Limited land area Many years ago, with less density o f population the farmers had 
a chance to cultivate many acres o f lands each season. But now, because the 
population is so big, that each farmer has to limit his land area to one or two areas.
So, flieir harvest in comparison to the earlier, is very little, just enough for flieir home 
consumption.

2. Less fertility o f the s o i l T h e  fanners have to cultivate the same plot o f land 
continuously, because o f the shortage o f land. B ut , they do not use proper agricultural 
practices to conserve the soil. So, the soil fertility is decreasing rapidly and it directly 
affects the harvest and finally the economy o f the farmers.

8



3. Periodical D rought: - As a result o f clearing the forest area for chena cultivation the 
forest cover has been reduced badly. This has affected the annual rainfall, and creates 
periodical drou^ts in the dry-zone. So, yearly most o f the crops are destroyed and it 
affects the farmers economy.

4. Low market Facilities There are no proper market facilities for tfiese farmers. 
Private traders and the middle men are the agents, who dominate the market and tiie 
price. Under this system profit goes not to the farmer but to the trendier.

5. Less Demand for their Products These fanners cultivate traditional crops such as 
Mungbean, Cowpea, Maize...etc. and those crops have no demand in the market. 
Sometimes these crops have alternatives and the price o f them affect the price and 
demand o f farmers products.

3.5 Need and Justification for the Project

To solve those problems o f low harvest, limited land, devising soil fertility, periodical 
drought, low market facilities, low demand it is essential to have a Project which can assist 
to over come these difiSculties.

The main role o f this project is to introduce modernized, sustainable, cropping systems 
instead o f traditional, improfitable chena cultivation and linking proper market channels for 
the products.

Under this project sustainable perennial crops suited to the climatic conditions o f the dry- 
zone will be planted according to organic farming system.

Organic garden products have a higher demand in the market. But farmers have no links 
with these marketing channels. Hereby it’s expected to connect such marketing channels 
with the farmers directly and stop interference o f middlemen.

Because this project will be conducted by the NCC, it’s will be easy to keep in contact 
with other marketing organizations. Therefore the marketing risk can be reduced and the 
fanner can get a regular income. .

The objective o f the government is also to increase the income o f the fanners, by means of 
such projects. So, it is easy for NCC to coordinate with tilie assistance o f the government 
or any other organizations.



4.1 OBJECTIVES

Chapter IV

T H E  P R O J E C T .

T o establish an Analog forestry model (Agro Forestry Models) to conserve soil, water and 
enhancing micro-climatic conditions while obtaining suflBcient income; to be implemented 
by the primary TCCS members and MFCS members o f the Maho AGA’s division.

The specific goals would be to

(a). Introduce an Analog Forestry Model as a sustainable cultivation practice for 
primary TCCS members and MFCS members as an alternative to the 
traditional unsustainable chena cultivation method.

(b). Cultivate economically valuable mixed crops and frees in an envirormientally 
sustainable Analog Forest.

(c). Make way for the participants to earn sufficient income throu^out the year.

(d). Generate self-empioyment opportunities for primary level TCCS members 
and MFCS members.

(e). Suppfy firewood and timber fi-om analog forestry systems for participants and 
introduce fuel conservation methods to them.

(f). Encourage the participants to minimize the usage o f agro-chemicals and 
inorganic fertilizer and educate them on safe handling methods, when using 
agro-chemicals.

Location
Maho AGA’s Division situated in the Kurunegala district in the dry-zone 
o f North Western Frovince o f Sri Lanka.

Area o f Operation :
The NCC hopes to establish hundred acres o f Analog forestry on fanner’s 
lands.
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1. Land area
The farmers lands which are marginal or abandoned due to low production.

2. Farmers
Primary and branch level Co-operative members who are interested in the 
project and own at least one acre o f land

3. Educational Programmes
Training and educating the selected farmers to achieve the project 
objectives.

4. Plants
Perennial, economically valuable trees suitable for the area.

4.2 Components of the Projects.

4.3 Detailed Features.

1. Meeting and holding sessions with Co-operative officers in the area.

•  Meeting and holding sessions with Co-operative officers in the area. Thereby the 
NCC expects and wishes to enhance the officers awareness about the project 
portfolio and its new trend. The officers can understand their field problems and 
weaknesses and find remedies for them, according to the principles and the 
objectives o f the NCC.

2. Organize meetings with the farmers in the diy-zone and discuss about the present 
agriculture situation. ■

Organize meetings with fanners in the dry-zone and discuss about the present 
agriculture situation with the help o f these meetings the NCC expects to study the on
going agricultural practices, the problems o f the farmers.

3. Understand their social, economic and environmental conditions.

• Understand the farmers social, economical and environmental conditions. Thereby 
the NCC can understand the farmers problem, difficulties and attitudes and design 
the project to over come them.
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•  fiitroduced the proposed project. The participants or the invoh^ed people should 
have a proper understandng about the project before it is implemented. If not the 
project will be a failure here flie NCC can make possible alternatives as to meet the 
need o f the farmers before it is considered non-fimctional.

4. Introduce the proposed project to farmers, Co-operative oflScers.

5. Hold educational programmes with the interested farmers (in stages).
Stages

i. Current agricultural situation.
ii. Introduce the proposed project.
iii. Introduce new methods for agriculture, such as

* Selection o f suitable crops for the area.
* Soil conservation methods.
* Usage of organic manure.
* Soil moisture conservation.

• Hold educational programmes with the interested farmers. These programmes are 
design for several purposes. The NCC can learn about the current agricultural 
practices in the area and the good points and the bad points o f them. NCC can 
introduce the proposed project to farmers in these programmes for their approval and 
awareness. And also the NCC can introduce modem methods o f agriculture, such as 
selection o f suitable crops, soil conservation methods, organic manuring system and 
moisture-conservation etc.

6. Land preparation and soil conservation.
* Clearing the land.
* Contour marking
* Planting tree legumes based on contour lines.
* Planting perennial crops.

•  Land preparation and soil conservation. Here the NCC expects to educate the 
farmers in the correct methods o f land preparation, contour marking, planting tree 
and legumes on contour lines and planting perennial crops.

7. Cultivating short-term crops along with the perennial crops.

•  Cultivating short-term crops with the perennial crops. By introducing the perennial 
crops, the NCC can not stop short-term crops cultivation. Until the farmers get the 
harvest o f the perennial crops after about tiiree or four years, farmers should have a 
way o f income. Therefore the farmers have to be persuaded to grow short-term 
crops in a correct way without damaging the soil and environment.
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•  T-inking the farmers with the marketing channek. Thereby the NCC expects to
protect the farmer from the private traders and middlemen and give the full profit to 
the products to the farmers. Then the living standard o f the dry-zone farmers will 
improve.

8. Linking the farmers with the marketing channels.

4.4 Supporting Services.

As supporting services, the NCC will organise training programmes and sessions to educate 
farmers in new agricultural practices, crop recommendations o f the government 
departments, supply necessary instructions and information such as; animal husbandry, 
training and pruning, budding, integrated pest management and organic fertilizer 
preparation...etc. To hold these training programmes the officers o f the NCC Regional 
Co-operative development centers and project ofiBcers will be available.
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Chapter V Organization and Management.

5.1 Management Policy

There will be an implementing a steering committee which will be composed o f 
representatives o f farmers, The Chairman o f the NCC, The General Secretary o f the 
NCC, one coordinator and the Research and Planning Officer o f the NCC. When a 
decision or any alternative are made, tiiey are discussed by the committee before they are 
implemented.

5.2 Functions o f the M anagement

The functions o f the management will be classified as follows

1. Administration and general office management.
2. Decision making.
3. Accounting and financing.
4. Keeping records o f field activities.
5. Educational and training programmes.
6. Connecting with marketing channels.
7. Planning and operation.
8. Monitoring and analysing.
9. Reporting.
10. Publications and maintaining statistics.
11. Documentary and slide preparation.
12. Follow up and evaluations.

5.3 Task o f the Sections.

1. Steering Committee.
(a). Advising and making decisions for the project.
(b). Check on monitoring and evaluation.
(c). Keeping links with market channels.
(d). Fimding o f the project.
(e). Liaison with collaborating agencies.

2. Co-ordinator.
(a). Keeping links with financing institutes.
(b). Taking decisions when the committee can not be m et
(c). Advising the Research and Planing Officers when necessary.
(d). Monitoring, evaluating and reporting to the board.
(e). Co-ordinating all activities o f the project
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3. Planing and Research Officer.
(a). Planing and implementing.
(b). Reporting and analyzing.
(c). Or^nizing educational programmes.
(d). Publishing periodicals and documents on the project.
(e). Preparation o f docimientaries and slides.

4. Project Officer.
(a). Handling all the field activities with farmers.
(b). Collecting o f data and statistics.

5.4 Employment and Manpower.

The NCC has to recruit one Project OfiScer. The rest o f the staff required for the project 
could be covered by the available staff o f the NCC at present.

5.5 Organization Chart

There should be created new organization for the operation o f the project. The chart o f  
which will be as follows

IS



Becaxjse this project requires funds for its implementation, it has to get the Co-operation o f 
the Government or any other organization which can provide funds for tiie Project.

5 .6  R ecom m end ation .
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Chapter VI. Financial Analysis.

6.1 Basic Assumptions.

Following assumption were made for the fin^icial analysis o f the project

1. Assumed that lOOac., area o f cultivable land could be accommodate for the 
project.

2. Total project life is 10 years including implementation year.

3. Funds will be given to the farmers as loan basis, and that money will be utilized 
for the continuation o f the project, (as revolving fund)

4. Only few capital items were included o f the project, because existing facilities 
in the National Co-operative Council will be utilized.

5. Used inputs and outputs prices are gjven beUow:

1. Organic Fertilizer
Inpiut pirce/ Um t ( f e .)  

2.50 /Kg
Output price/ Unit

2. Labour 100.00/Man/Day -

3. Plants
Coconut 35.00/Plant 4.00/Nut
Mango 65.00/Plant 2.00/Fruit
Cashew 20.00/Plant 35.00/Kg
Woodapple 15.00/Plant .50/Fruit
Jackfruit 20.00/Plant 3.00/Fruit
Banana 10.00/Plant 80.00/Bunch
Lime 22.00/Plant .50/Fruit
Orange 65.00/Plant 3.00/Fruit
Guava 65.00/Plant .50/Fruit
Pomegrante 30.00/Plant 10.00/Fruit
Teak 15.00/Plant -

Magosa 15.00/Plant -

Halmilla 15.00/Plant -

Burutha 15.00/Plant -

Chilly 1050.00/Kg 100.00/Kg
Greengram 45.00/Kg 20.00/Kg
Gingerly 30.00/Kg 20.00/Kg
Ginger 12.00/Kg 12.00/Kg
Termaric 12.00/BCg 12.00/Kg
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6. As discount factor 16% values were used for the calculation, because interest 
rate for the loan facility under the project e?qpected to be 1*0%. I- ^

7. Sensitivity analysis was calculated considering 1%, 5%,  and 10% cost over 
run values and 10% output price reduction.

8. Depreciation is calculated by considering 5% salvage value.

9. Traveling and field allowances will be paid by the NCC to the project officer.

6.2 Investment o f the Project

Project has to bear the first two years total cost o f the project and project officer’s 
salary in the rest o f the year.

Total Project Cost Requirement

Item Quantity Amount <Rs.)
Year 1 Year 2 Year 3 -1 0

1. MorterBike

2. Agricultural Loan

3. Salaries

One

100 Farmers 

1 Officer

75.000.00 

1,211,250.00

60.000.00

1,041,550.00

66,000.00 679,536.00

Total 1,346,250.00 1,107,550.00 679,536.00
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6.3 C ash F lo w  o f  th e  P ro iect

INFLOW C3UTFL0W
, Sales , S ^ a g e  ydue CflpiM Expenditure Total Cost , Cash Flow

1. 375000.00 - 75000.00 1271250.00 - 971250.00
2. 450000.00 - - 1107550.00 - 657550.00
3. 1005000.00 - - 305889.00 699111.00
4. 3903000.00 - - 1269457.00 3097265.00
5. 3939000.00 - - 805735.00 3133765.00
6. 4060500.00 - - 733014.00 3324486.00
7. 277720.00 - - 288015.00 2489185.00
8. 2770000.00 - - 308015.00 469985.00
9. 3487500.00 - - 308015.00 3179485.00
10. 3811500.00 47273.00 - 308015.00 3550758.00

6.4 Working Capital Requirement

4 Main concern o f the project is to change the annual crop cultivation practice in to 
perennial based crop models. This would help to fanners to get continuous income from 
their farms.

So, that working capital requirement is to provide agricultural credit and to pay salaries to 
the project officers. This is the main portion o f the project cost.

6.5 Calculated Financial Parameters.

NPV

IRR

RS.

53.45 %

B/C Ratio 2.7
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6.6 Sensitivitv Analysis.

Assufflptions NPV IRR % B/C Ratio

1 % Total cost over run 7704955.00 52.68 2.67
5 % Total cost over run 7522326.00 49.75 2.57
10% Total cost over run 7294039.00 46.38 2.45
10% Output price reduction 6818978.00 45.67 2.43

6.7 Financial Viability o f the Project

Project anafysis were conducted considering tow years investment period. Three economic 
factors were calculated to find viability o f the project.

1. NPV (Net Present Value).
2. IRR (Internal Rate o f Return).
3. B/C Ratio (Benefit Cost Ratio).

According to the calculated results NPV is positive in all levels including cost over run and 
price reduction levels. IRR is above 45.67% this shows that interest rate o f the repayments 
increased up to this level with out harming to the repayment capacity o f the interest. Also 
benefit cost ratio is above one is every level. This implies that project yield is higher than 
the project cost.

6.8 Re-payment Capacity.

With out considering first two years income have to invest about 3.13 million o f initial 
capital required. If consider this can not as loan that can be repay within fire years period 
allowing two year investment period and one year grace period.

Loan Re-payment Schedule.

m a r Interest Loan left Installment
1. 215400.00 - -

2. 501334.00 - -

3. 501343.00 - -

4. 501334.00 1450618.00 1951952.00
5. 269235.00 1682717.00 1951952.00
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A ppendix 3

Implementation Schedule of the Project

Activities Time
Requirement
(Days)

Preceding
Activity.

A. Intemal decision making 30 -

B. Getting the support from Funding agent 30 A
C. Designing the Education Programme 5 A
D. Selecting the Farmers 20 B
E. Educating the Farmers 30 D
F. Land Preparation 50 D
G. Planting the Perennial Crops 20 F
H. Cultivating the Annual Crops 10 F
I. Linking the Farmers with Market Channel 30 H



Appendix 4
Activity 20  40 m  m  100  12 0  14 0

A. Internal decision 
making

B. Getting the support 
from Funding 
agent

C. Designing the 
Education 
Programme

D. Selecting the 
Farmers

E. Educating the 
Farmers

F. Land Preparation

G. Planting the 
Perennial Crops

H. Cultivating the 
Annual Crops

I. Linking the 
Farmers with 
Market Channel

30

30

2 0

30

50

2 0
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Ubstof Plants. 

Canopy

A. Mango
B. Cashew
C. Coconut
D. Jakfruit
E. BeU
F. Woodapple

Sub Canopy

G. Pomegranate
H. Linie
I. Orange
J. Guava
K. Other

Fence

L. Teak
M. Magosa
N. Mahogani
O. Halmilla
P. Pihimbiya

Appendix 5
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A. Mango G. Pomegranate L. Teak
B. Cashew H. Lime M. Magosa
C. Coconut I. Orange N. Mahogani
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Appendix 5

Z7EH Y1 Y2 Y3 Y4 V5 Y6 Y7 V8 Y9 YIO

INITIAL COOTS

LAND CLEAAZNG 
PLOUGHING 
KOTBR BIRB

100000.00
250000.00

*75000.00

MATEBTAL REQUIREMENTS FOR COCONUT

SEEDLINGS 
ORGANIC MANURE

45500.00
26000.00

4550.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

LABOUR REQUIREMENTS FOR COCONOT

DIGGING OF HOLES
PILLING OF HOLES WITH ORGANIC MANURE
MAINTANENCB
HARVESTING

40000.00 0.00 
10000.00 0.00

40000.00 50000.00 
0.00 0.00

0.00
0.00

50000.00
0.00

0.00
0.00

50000.00
0.00

0.00
0.00

50000.00
10000.00

0.00
0.00

50000.00
20000.00

0.00
0.00

50000.00
30000.00

0.00
0.00

50000.00
30000.00

0.00
0.00

50000.00
30000.00

0.00
0.00

50000.00
30000.00

MATERIAL REQUIREMENTS FOR MANGO

SEEDLINGS 
ORGANIC MANURE

84500.00
13000.00

8450.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

LABOUR REQUIREMENTS FOR MANGO

TjfcGING OF HOLES
F2LLING OF HOLES WITH ORGANIC MANURE
HAINTANENCE
HARVESTING

10000.00
5000.00

15000.00
0.00

0.00
0.00

15000.00
0.00

0.00
0.00

10000.00
0.00

0.00
0.00

5000.00
0.00

0.00
0.00

sooo.oo
10000.00

0.00
0.00

5000.00
30000.00

0.00
0.00

sooo.oo
30000.00

0.00
0.00

5000.00
50000.00

0.00
0.00

5000.00
50000.00

0.00
0.00

5000.00
50000.00

MATERIAL REQUIREMENTS FOR CASHEW

SEEDLINGS
FERTILIZER

26000.00
13000.00

2600.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00 ; 
0.00 I

LABOUR REQUIREMENTS FOR CASHEW

DIGGING OP HOLES
FILLING OF HOLES WITH ORGANIC MANURE
MAINTANSNCE
HW WE ST IN G

10000.00
5000.00

15000.00
0.00

0.00
0.00

15000.00
0.00

0.00
0.00

10000.00
0.00

0.00
0.00

5000.00
0.00

0.00
0.00

5000.00
10000.00

0.00
0.00

sooo.oo
20000.00

0.00
0.00

sooo.oo
30000.00

0.00
0.00

5000.00
30000.00

0.00
0.00

5000.00
30000.00

0.00
0.00

5000.00
30000.00

MATERIAL REQUIREMENTS FOR WOOD APPLE/BELI/JACK FRUIT

SEEDLINGS - WOOD APPLE
- BELI
- JACK FRUIT

6000.00
eooo.oo
4000.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

LABOUR REQUIREMENTS FOR WOOD APPLB/BELI/JACK FRUIT

DIGGING OF HOLES
FILLING OF HOLES WITH ORGANIC MANURE 
'J^NTANEHCE 
Ha AVBSTING

10000.00
5000.00

10000.00
0.00

0.00
0.00

10000.00
0.00

0.00
0.00

eooo.oo
0.00

0.00
0.00

5000.00
0.00

0.00
0.00

5000.00
10000.00

0.00
0.00

sooo.oo
20000.00

0.00
0.00

5000.00
25000.00

0.00
0.00

5000.00
25000.00

0.00
0.00

sooo.oo
25000.00

0.00
0.00

5000.00
25000.00

MATERIAL REQUIREMENTS FOR BANANA

SEEDLINGS
FERTILIZER

0.00
0.00

100000.00
100000.00

0.00
0,00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

LABOUR REQUIREMENTS FOR BANANA

DIGGING OP HOLES
FILLING OF HOLES WITH ORGANIC MANURE
MAINTANENCB
HARVESTING

0.00
0.00
0.00
0.00

60000.00
10000.00
20000.00

0.00

0.00
0.00

10000.00
sooo.oo

0.00
0.00

10000.00
sooo.oo

0.00
0.00

10000.00
sooo.oo

0.00
0.00

7500.00
2500.00

0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00

MATERIAL REQUIREMENTS FOR LIME/ORANGE

SEEDLINGS - LIME
- ORANGE

FERTILIZER

33000.00
97500.00
30000.00

3300.00
9750.00 

0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

LABOUR REQUIREMENTS FOR LIMB/ORANGE

DIGGING OP HOLES
PXLLING OP HOLES WITH <»GANIC MANURE
d p I ^ AN EH CE
HARVESTING

20000.00
5000.00

20000.00
0.00

0.00
0.00

15000.00
0.00

0.00
0.00

15000.00
0.00

0.00
0.00

15000.00
0.00

0.00
0.00

15000.00
25.00

0.00
0.00

ISOOO.OO
50.00

0.00
0.00

15000.00
50.00

0.00
0.00

15000.00
50.00

0.00
0.00

ISOOO.OO
50.00

0.00 1 
0.00 

15000.00 
50.00
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MATBRXAL RBQUXABMENT8 FOR €UAVA\PCKA6AHATB

8BB0L1NG8 - GUAVA
- PCMA6ANATB 

ORGANIC KANtlRB

26000.00
33000.00
15000.00

2600.00
3300.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00 
p. 00 
0.00

0.00

0.00

0.00

LABOUR REQUIREMENTS PC». GUAVANPCKAGANATB

DIGGING OP HOLB8
FILLING OF HOLES WITH ORGANIC MANURB
MAINTXNENCB
HARVESTING

10000.00
3000.00

10000.00
0.00

0 .0 0

0.00
10000.00

0 .00

0.00
0.00

5000.00
0 . 0 0

0.00
0 .0 0

sooo.oo
0 . 0 0

0.00
0.00

5000.00
0.00

0.00
0.00

5000.00
0.00

0 .0 0

0.00
5000.00

0.00

0.00
0.00

5000.00
0.00

0.00
0.00

sooo.oo
0.00

MATERIAL RSQUIRBMBNT8 FOR TBAK/MARGOSA/HAUCrLLA/BURUTHA

SEEDLINGS - TEAK
- MARGOSA
- HALMILLA
- BURUTHA

7500.00
7500.00
3750.00
3750.00

0 .00
0.00
0.00

0 .00
0.00
0 . 0 0

0.00
0.00
0.00

0 .00

O.OG
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
0.00
0.00

LABOUR REQUIREMENTS FOR TBAK/KARGOSA/HALMILLA/BURUTKA

DIGGING OP HOLES
FILLING OP HOLES WITH ORGANIC MANXmB
MAINTANENCB
HARVESTING

PXAL REQUIREMENT FOR CHILLI

SEEDS
FERTILIZER

10000.00
2500.00
5000.00 

0.00

0.00
0.00

0.00
0.00

sooo.oo
0.00

10500.00
0.00

0.00
0.00

2500.00
0.00

0.00
0.00

0.00
0.00
0.00
0.00

10500.00
0.00

0.00 
0.00 
0.00 
0.00 ■

0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

LABOUR REQUIREMENTS C H IL L I

BED PREPARATION 0.00 50000.00 0.00 50000.00 0.00 0.00 0.00 0.00 0.00 0
BSTABLISHEMBNT OF PLANTS 0.00 15000.00 0.00 ISOOO.OO 0.00 0.00 0.00 0.00 0.00 0
MAINTANBNCB 0.00 450000.00 0.00 450000.00 0.00 0.00 0.00 0.00 0.00 0
HARVESTING 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0
DRYING 0.00 0.00 0.00 0-00 0.00 0.00 0.00 0.00 0.00 c

M ATERIAL RBQUIREMBNT FOR GREEN GRAMB

SEEDS
F E R T IL IZ E R

11250.00
0.00

0.00 11250.00
0 . 0 0 0 .0 0

0.00 11250.00
0.00 0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

LABOUR REQUIREMENTS

BED PREPARATION
BSTABLISHEMBNT OP PLANTS
MAINTANENCB
HARVESTING
DRYING THE HARVEST

tTBRXAL RBQUIREMBNT FOR GINGBRLY

0.00
5000.00 

25000.00
5000.00 

0.00

0.00
0.00
0.00
0.00
0.00

0.00
sooo.oo

25000.00
5000.00

0.00

0.00
0.00
0.00
0.00
0.00

0.00
5000.00 
25000.00
5000.00 

0.00

0.00
0.00
0.00
0.00
0.00

■ 0.00 
0.00 
0.00 
0.00 
0.00

0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00

SEEDS
F E R T IL IZ E R  
LABOUR REQUIREMENTS

15000.00 15000.00 15000.00 15000.00 15000.00
0 .00 0 .00 0 .00 0 .00 0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

BED PRBPARATICm
BSTABLISHEMBNT OF PLANTS
MAINTANENCB
HARVESTING
DRYING THE HARVEST

30000.00 
1500.00

10000.00 
15000.00

0.00

30000.00 
1500.00

10000.00 
15000.00

0.00

30000.00 
1500.00

10000.00 
15000.00

0.00

30000.00 
1500.00

10000.00 
15000.00

0.00

30000.00 
1500.00

10000.00 
ISOOO.OO

0.00

0.00
0 .0 0

0.00
0.00
0 .00

0 .0 0

0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00

MATERIAL RBQUIREMBIIT FOR GINGER

SBBDS
F E R T IL IZ E R

0.00
0.00

0.00
0.00

0.00 90000.00 90000.00
0.00 0.00 0.00

90000.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

LABOUR RBQUIRBMBFfFS

BED PREPARATION 0.00 0.00 0.00 50000.00 soooo.oo 50000.00 0.00 0.00 0.00 0
BSTABLISHEMBNT OP PLANTS 0.00 0.00 0.00 20000.00 20000.00 20000.00 0.00 0.00 0.00 0
MAINTANENCB 0.00 0.00 0.00 50000.00 50000.00 soooo.oo 0.00 0.00 0.00 0
HARVESTING 0.00 0.00 0.00 20000.00 20000.00 20000.00 0.00 0.00 0.00 o
DRYING THB HARVEST 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0

k K A T BR IA L REQUIREMENT FOR TURMBRIC

26



SBBDff
PBRTILIZBR

LABOUR RBQU1RBKBNT8

0.00
0.00

0.00
0.00

0.00
0.00

90000.00
0.00

90000.00
0.00

90000.00
0.00

0.00
0.00

d.oo
0.00

0.00
0.00

BSD PREPARATION 0.00 0.00 0.00 50000.00 50000.00 50000.00 0.00 0.00 0.00 0
ESTABLISHEMENT OP PLANTS 0.00 0.00 0.00 20000.00 20000.00 20000.00 0.00 0.00 0.00 0
KAIHTANBNCE 0.00 0.00 0.00 50000.00 50000.00 50000.00 0.00 0.00 0.00 0
HARVESTING 0.00 0.00 0.00 20000.00 20000.00 20000.00 0.00 0.00 0.00 0
D R m < G  THE HARVEST 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0

SXLBftlBS

PIELD OPPICBR 60000.00 66000.00 72600.00 79860.00 87846.00 87846.00 87846.00 67646.00 87846.00 87846

INTEREST 0.00 0,00 39.56 97.32 114.50 118.28 119.11 119.29 119.33 115

TOTAL COST

RETURNS

COCONUT 
MANGO 
CASHEW 
MOOD APPLE 
BBLI
JACK PRUT 
BAKANA 
IMS 

ORAM6E

1346250.001107550.00 305889.56 1236957.30 805735.50 733014.20 288015.11 308015.29 308015.33 3080:

ATE
:iLLI 

6RBBN GRAM 
6IRGERLY 
GINGER 
TURMERIC

0 . 0 0

0.00
0.00
0.00
0 .00
0.00
0.00
0.00
0.00
0.00
0.00
0 .00

175000.00
200000.00 

0.00 
0.00

0.00
0 .00

0.00
0 .0 0

0.00
0.00
0.00
0.00
0.00
0.00
0.00

300000.00 
0 .0 0

150000.00 
0 .0 0  

0.00

0 .00  

0.00 
0.00 
0.00 
0.00 
0.00 

800000.00 
o’. 00 
0.00 

10000.00 
70000.00 

0.00 
0.00 

125000.00 
0.00 
0.00

0
0

45500
0

0
0

1600000
37500
45000
10000

150000
300000
175000
100000
720000
720000

52000.00 
208000.00
136500.00 

0.00
75000.00 

0 .0 0

00 1600000.00 
00 75000.00

112500.00
15000.00

150000.00 
0.00  
0.00

75000.00
720000.00
720000.00

78000.00 104000.00 104000.00 104000.00
520000.00 632000.00 1040000.00 1560000.00
455000.00 455000.00 54 6000.00 54 6000.00

0.00 0.00 0.00 10000.00
90000.00 90000.00 90000.00 90000.00

0.00 0.00 0.00 0.00
800000.00 400000.00 0.00 0.00
187500.00 281200.00 375000.00 562500.00
225000.00 450000.00 450000.00 450000.00
15000.00 15000.00 15000.00 15000.00

150000.00 150000.00 150000.00 150000.00
0.00 0.00 0.00 0.00

100000.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00

720000.00 0.00 0.00 0.00
720000.00 0.00 0.00 0.00

i040:
15600*
6825C
lOOC
900C

7500C
4500C
150:

1500C

SALVAGE VALUES OP EQUIPMENTS 

MOTBR BXKB 

' TOTAL BBNiriTS

MSCOUNTED BBNIPITS (16%)

DISCOUNTED BBNIPITS (161)
«
DISCOUNTED BBNIPITS (16%)

DISCOUNTED BBNIPITS (161)

DISCOUNTED BBNIPITS 10% PRICE REDUCTION 

TOTAL COST

DISCOUNTED COST (161)

0 .00 0 .00 0.00 0 .00 0 .00

375000.00 450000.00 1005000.00 3903000.00 3939000.00

375000.00 387900.00 746715.00 2501623.00 2174328.00

375000.00 387900.00 746715.00 2501823.00 2174328.00

375000.00 387900.00 746715.00 2501823.00 2174328.00

375000.00 387900.00 746715.00 2501823.00 2174328.00

337500.00 349110.00 672043.50 2251640.70 1956895.20

1346250.00 1107550.00 305889.56 1236957.32 805735.50

1346250.00 954708.10 227275.94 792889.64 444765.99

D^jpUNTED COST (16%) AT H  COST OVBR RUN 1359712.50 964255.18 229548.70 800818.54 449213.65

DISCOUNTED COST (16%) AT 5% COST OVER RUN 1413562.50 1002443.51 238639.74 832534.12 467004.29

DISCOUNTED COST (16%) AT 101 COST OVBR RUN 1480875.00 1050178.91 250003.54 872178.60 489242.59

0.00

4060500.00

1932798.00

1932798.00

1932798.00

1932798.00 

1739518.20

733014.28

348914.80

352403.94

366360.53

383806.27

0.00

2777200.00

1138652.00

1138652.00

1136652.00

1138652.00 

1024786.80

288015.11

118086.19

119267.06

123990.50

129894.81

0.00

2770000.00

980580.00

980580.00

980580.00

980580.00

882522.00 

308015.29

109037.41

110127.79

114489.28

119941.15

0.00

3487500.00

1063687.50

1063687.50

1063687.50

1063667.50 

957318.75 

308015.33 

93944.66

94884.12

98641.91

103339.14

472-j: 

38587- 

10148S' 

101485' 

101465- 

10148'- 

913371 

30801: 

81005. 

8181= 

8505: 

8910 =

NBT CASH PLOW 

DISCOUNTED NCP AT 16%

DISCOUNTED NCP AT 1% COST OVBR RUN 

DISCOUNTED KCP AT 5% COST OVBR RUN 

DISCOUNTED NCP AT 101 COST OVBR RUN

-971250.00 657550.00 699110.. 44 2666042.68 3133264.50

-971250.00 566808.10 519439.06 1708933.36 1729562.01

“984712.50 576355.18 517166.30 1701004.46 1725114.35

-1038562.50 614543.51 508075.26 1669288.88 1707323.71

-1105875.00 662278.91 496711.46 1629644.40 1685085.41

DISCO. NCF AT 10% OUTPUT PRICE REDUCTION -1008750.00 605598.10 444767.56 1458751.06 1512129.21

3327485.72 

1583883.20 

1580394.06 

1566437.47

1548991.73 

1390603.40

2489184.89

1020565.81

1019384.94

1014661.50

1008757.19

906700.61

2461984.71

871542.59 

870452.21 

866090.72 

860638.85

773484.59

3179484.67.

969742.82

968803,38

965045.59

960348.36

863374.07

35507;

933E*

9330:

9297?

9Z57-*

8323fc

INTERNAL RATE OP RETURN AT 16% 54.22

INTBRNAL RATE OP RETURN AT 1% COST OVBR RUN 53.44

INTERNAL RATE OP RETURN AT 5% COST OVBR RUN 50.49

INTBRNAL RATE OP RETURN AT 10% COST OVER RUN 47.10

INTERNAL RATE OP RETURN AT 101 OUTPUT PRICE REDUC 46.39

>■
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PRE8BNT VALUE AT 161 7799460.01

NET PRESENT VALUE AT 11 COST OVER RUN 7754291.20

NET PRESENT VALUE AT St COST OVER RUN 7573615.97

NET PRESENT VALUE AT 10» COST OVER RUN 7347771.93

NET PRESENT VALUE AT 10* OUTPUT PRICE REDUCTION 6567825.93

SUMMXriON OP DISCOUNTED COST 
9UKMATION OP DISCOUNTED SBNIPXT 
NET PRESENT VALUE 
BEKIPIT COST RATIO

101 COST 10* PRICE 
IKCREMENT REDUCTION 
4966568.87 4516880.79

DP 16t 1» COST 5» COST
INCREHBKT INCREMENT 

4516880.79 4562049.60 4742724.83
12316340.60 12316340.80 12316340.80 12316340.80 11084706.72
7799460.01 7754291.20 7573615.97 7347771.93 6567825.93

2.73 2.70 2.60 2.48 2.45

LOAN REQUIRED EXCLUDING INCCME 

TOTAL LOAN AMOUNT

1346250.00 1787086.00

3133336.00

EQUATED INSTALMENTS 0.00 0.00 0.00 1951952.00 1951952.00 0.00 0.00 0.00

CAPITAL 0.00 0.00 0.00 1450618.00 1682717.00 0.00 0.00 0.00

TEREST 215400.00 501334.00 501334.00" 501334.00 269235.00 0.00 0.00 0.00

0.00

0 . 0 0
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Development of a marketing system for organic Farm 

Product has been a long felt need specially for the 

cooperative sector. Many scholars emphasised the

necessity of an effective marketing strategy but, so far 

no one has been able to develop a system. So the time 

is oppotune to develop a marketing system which will 

certainly brings about multiple benefits to the farmer, 

trader, and the consumer. The learning experience I 

gained from the first phase of the course motivated 

me to write a project document on this issue. The

project document I submit includes the following.

The First and the Second chapters are devoted to an

overview of Organic Farming in Sri Lanka. The Third and 

Fourth chapters discusses the need and objectives of the 

project. Chapter Five is totally devoted to explain the 

components of the project and the final chapter 

describes the management policy of the project and gives 

recommendation and conclusions.

Each chapter is supported by appendices and they are 

annexed to the project document.

INTRODUCTION



SUMMARY

1.1 The project is to develop an affective marketing 

strategy for marketing of organic farm products. 

The project will be implemented and jointly run by 

National Cooperative Council and Swedish 

Cooperative Centre in the interest of Agriculture 

Cooperatives in Sri Lanka.

1.2 The terminal objective of this project is to 

strengthen the Socio Economic Condition of Organic 

Farmers in Agriculture Cooperatives.

1.3 The target group of this project are Organic 

Farmers in Agriculture Cooperatives, Youth 

Cooperators, Staff, and cooperators at "Pannala" 

Organic Farm Centre who are facing the problems of 

marketing their products.

1.4' The total initial investment of this project

amounted to R s . 3500,000.

CHAPTER I



1.5 The sources of funds are:

50% from the Youth Project administered by the SCC 

30% from Peoples Bank Funds under the 

institutional Development 

20% from Agriculture Cooperatives.

1.6 Capacity of the project is to deal with almost all 

the items produced by "PANNALA Organic Farming 

Centre and other Agricultural Cooperatives.

1.7 The market share for organic Farm Products by 

Agriculture Cooperatives during the project period 

will be around 60%.

1.8 The capital city of Colombo, Major Provincial 

cities such as Kandy, Nuwara Eliya, Badulla, 

Matale, Anuradhapura, Kurunegala, Ratnapura, 

Galle, Matara will be the most important 

market places.

1.9 The major components of the marketing system are

marketing centre , and Exhibition area in

Colombo, distribution channel , long -term 

preserving storage system at PANNALA, vehicles for 

transpotation , parking facilities at the 

ma rk e ti n g centre , pa ckaging plant. Display racks 

Audio visual equipment etc.

05



1.10 The results of financial analysis of the project

are as follows. Surplus for the Second half of

the first year is R s . 1546,000.

1.11 There will be a project staff initially for a

contract period of three years (3). Staff will be

as follows:

Marketing Manager 1

Exhibition Coordinator 1 

Sales Assistant 2

Cashier 1

Driver 1

Security Officer 1

Field Executive 1

Purchasing Officer 1

Total 9

06

1.12 The project will begin in July 1996 and will 

finishes by July 1998. During this period all the 

Physical resources and equipment will be assets of 

the see . Thereafter the project will run as 

an independent and viable business unit by the 

NCC.



CHAPTER II 

BACKGROUND

In the good olden days farmers never used

fertilizer to fertile their lands. The system adopted 

was well balanced with pattern of rainfalls , seasonal 

nature of climate, and the environment. We have heard 

that man had been dealing with its environment very

friendly manner.

R-easona4-iv man has broken most of the connection 

with environment according to his views and his own 

benefits.

What was the final result? Any one of the living

organism cannot get the best out of the natural

environment. The people who understand the condition 

follow various methods as remidies to solve this problem 

of them Agriculture cooperatives in Sri Lanka have 

selected Organic Farming as their way to destination. 

That is of course a genuing attempt and they are making 

every possible efforts to put this system into operation 

once again.
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What is "Organic Farming?" It is nothing but the 

"sustainable agriculture" which prevailed in all 

countries long, long time ago. The term sustainable 

agriculture is well defind by National Association for 

sutainable Agriculture Australia Limited (NASAA) as 

f o l l o w s .

"A SYSTEM OF AGRICULTURE ABLE TO BALANCE 

PRODUCTIVITY WISH LOW VULNERABILITY TO PROBLEMS SUCH AS 

PEST INFESTATION AND ENVIRONMENTAL DEGRADATION , WHILE 

MAINTAINING THE QUALITY OF THE LAND FOR FUTURE 

GENERATIONS".

"In practice this involves a system which avoids or 

largely excludes the use of synthetically compounded 

fertilisers, pesticides, growth regulators, livestock 

feed address and other harmful or potentially harmful 

substainces. It includes the use of technologies such 

as crop rotations mechanical cultivation and biological 

residues, animal manures, green manures , compost other 

organic wastes and mineral bearing rocks. The intention 

is to encourage natural biological systems."
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The important of organic Agriculture was put 

forward by the swidish cooperative centre through

NatiSial Cooperative Council. The Swedish Cooperative
A

Centre in colloboration with the National Cooperative 

Council has launched a Youth Project in which organic 

farming is an important competent. The broad objectives 

of this area of activity established under this project 

are training and Extention works, Entrepreneurship and 

income generating activities by youth farmers and 

cooperators.

There are oganic farming Centres run by both 

Agricultural Department and some Non-Governmental 

Organizations (NGO's). On the one hand the Government 

particularly, the Agricultural Development Authorities 

play a very little role in popularsing this system 

On the other hand farmers attitudes towards the system 

is also not so positive.

But i-^ is interesting to note that cooperative 

sector has taken steps to look after the Organic 

Farming System in several ways.
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Firstly, the Agriculture cooperatives in Sri Lanka 

have taken a keen interest in introducing the system to 

their members. At present there are around 15 

agricultural cooperative Societies, which are directly 

engaged in organic farming.

The National Cooperative Council of Sri Lanka in 

Colloboration with Swedish Cooperative Centre play a 

very important role in providing visionary guidance, 

necessary funds , Training and Extention. The National 

Cooperative Council runs an organic Farming Centre and 

it is located in "PANNALA" in the North Western Province 

of Sri Lanka.

It is a remote area but closer to the capital city 

of Colombo. It has an area of 6 1/2 Hectares together 

with a training centre. The centre is jointly run by 

the National Cooperative Council and Swedish Cooperative 

Centre. Most of the activities are funded by the 

Swedish Cooperative Centre under the Youth Project.



I I

rendered by the Centre are as follows:

Cultivation of paddy, a variety of Vegetable , and 

fruit, Green Leaves. Livestock and Bee Keeping and

Production of Bio Gas etc. Services redered by the 

centre are Training and extension work for youth 

cooperators who are engaged in Organic forming and

Research work. Farmers faced a series of problems when 

following the Organic Farming System depending on the

province they cultivate and resources available. Lack

of water transpotation , Labour, Technical know-how are 

some of the problems they face. Above all the mos

serious problem they face is the marketing of their

products.

In general farmers have to face the problem of

selling their products in any field of cultivation. We

find in Sri Lanka the same problem has in the case of

paddy , grain vegetable, fruit etc. moreover this

problem becomes more critical in the case of organic

farm products for many reasons.

Som e o f  a g r i c u l t u r a l  p r o d u c t s  a n d  t h e  s e v i c e s
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NEED AND JUSTIFICATION FOR THE PROJECT

In chapter two I briefly explained the scope of my 

project, and also, I was made an attempt to introduce 

the most serious problem faced by organic farmers. In 

this chapter in keeping this situation in my mind I 

shall make an attempt to justify the need for this 

p r o j e c t .

As I mentioned in the previous chapter marketing of 

organic farm products becomes very importance when it 

compares with other probems faced the farmers. 

Therefore my justifacation for a need for an efective 

marketing strategy can be sumarized as follows.

Setting up of a maketing strategy is on important 

component of organic farming. Any farmer today is 

generally a specilist in growing products but not a 

specialist in marketing them. To fill the gap knowledge 

and skill of marketing one should have to develop a 

marketing system, So that their products are marketed 

in the most profitable way.

CHAPTER I I I
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The topic of my project is also very relevant to my 

organization for a number of reason. First, the 

oranization I work for has taken a keen interest to 

introduce and promote organic farming through out the 

country. Being the Apex organization NCC (National 

Cooperative Council) has been able to implement this 

system through agriculture cooperatives. On the other 

hand my organization (NCC) and Swedish Cooperative 

Centre (SCC) jointly run a project for youth 

cooperators.

Orga n i c  farming is a major component of this 

project and therefore our organization has a bigger 

responsibility to develop a marketing strategy for 

Organic farming products. Therefore this is a splendid 

opportunity for me to write a project report which would 

be of immense benefit to the organization and the 

country as w e l 1.

An added advantage of selecting of this particular 

topic is that there are several Non Governmental 

organization which are interested in supporting organic 

farming. Thus chances of implementing the project are 

greater since they are willing to provide funds.
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The Swedish Cooperative Centre is the oldest major 

donor for the cooperative sector in Sri Lanka and at 

present it has come to an agreement with the NCC to

financially support the Organic farming Centre situated 

at " PANNALA".



OBJECTIVES

(A) DEVELOPMENT OBJECTIVE

To strengthen the socio economic conditions of 

organic farmers in Agricultural cooperatives by 

developing and implementing an effective marketing 

system for their products.

(B) PROJECT OBJECTIVES

To widen the marketing channels for organic farm 

products.

To strengthen the socio Economic condition of 

organic farmers in an open market environment

- To raise the income levels of organic farmers by 

increasing the productivity and allied activities.

To develop a marketing strategy through which not 

only the uninterrupted supply of organic farm 

products is ensured but also the continuous selling 

of products is ensured.

To increase the level at consumption of organic 

farm products by raising the level of confidence for 

such products.

- To increase the number of organic farm cooperators

and to promote the interest in organic farming among 

them. N

15

CHAPTER IV
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COMPONENTS OF THE PROJECT 

The main components of the project are as follows:

1. Diversification of organic farm products.

2. Setting up of an information system for marketing of 

organic farm products.

3. Formulation of a Marketing policy.

4. Expansion Programme for "PANNALA" organic farm centre.

5. Distribution system for marketing of organic farm 

products.

6. Purchasing and development of a Marketing Center in 

Capital city of Colombo.

V {1) DIVERSIFICATION OF ORGANIC FARM PRODUCTS :

At present a variety of organic farm products are 

produced by farmers in Sri Lanka. A good illustration 

is that members of Agriculture cooperatives and the 

organic farming centre at PANNALA itself produce the 

following varieties.

GRAIN PRODUCTS : Paddy, Mace, Cowpea, Greengrams,

Blackgrams.

VEGETABLES : Brinjols, Green leaves, Karavila,

pumpking, carrot, cabbage and a 

variety of yams, bittergoat.

CHAPTER V
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FRUIT : Pineapple, p a p p o , passion fruit, Mango,

Jack fruit, cashu-Nut, A n o d a , Orange, 

Rambutan, Butterfruits, Lemon.

However the quantities of production are not 

sufficient to meet the demand of consumers. Further 

the product range are not diversificed enough to suit 

the needs of consumers. A planned diversification 

programme will be launched throughout the project period 

and at it will be as follows :

(01) Since the demand for vegetable products under 

organic Agriculture system has a growing demand 

the product range will be diversified as given in 

the table below.

(02) Fruit cultivation will also be diversified.

However climatic conditions of each area will be

taken into consideration when selecting the types 

of plant.

(03) There is a big demand for livestock and poutry 

products and therefore the area will be spanded 

with by increasing numbers of animals and the 

area of cultivating gran.



It is planned to implement a diversification programme 

as per detals given below TABLE 1

CROP area cultivated

to be increasing by

Crops under 

Diversification

Grain 10% Black Gramme, Green 

Gramme, Soya bean

Vegetable 30% Carrot, Beet root. 
Cabbage, Green Leaves

Fruits 50% Orange mango, Rambutan 

Butter fruit, Anoda

Livestock 

& Poultry

10% M e e t ,Curd

SETTING UP OF AN INFORMATION SYSTEM FOR MARKETING OF

ORGANIC FARM PRODUCTS : -

At present there is no proper information system to 

gather information regarding organic farm products. a 

new system will be devised and will include the

followings:

(1) Communication facilities for pannala organic farm 

centre.

(2) Maintaining of all data pertaining to crops, 

quantity produced quality of products yield per 

hectare etc.

(3) A computer will be used to tabulate and analyze 

d a t a .

(4) All the agriculture cooperatives who are engaged in 

organic farming activities will be requested to 

send marketing information on the following basis 

in order to plan, sales .
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(1) expected yield for week ahead

(2) Crop-wise Quantities of production

(3) Cost of production

(4) Breakdown of cost

(5) The Demand for organic farm products will be 

analysed through a market survey and the information 

revealed from this study will be used to plan production 

and sales.

V ( 3) MARKETING POLICY

Present Market for Organic Farm Products :

Published data not available, pertaining to the present

market for organic farm products, but PANNALA and 

NAWALAPITIYA FARMS. maintain data but, that is not the 

overall picture of the total sales. An outstanding

feature of the demand for these products is that middle

class, upper middle class, and Interlactuals, scientists, 

their associated family members, and friends have shown 

a great interest in buying these products. Since they 

know the value of these products.

Market for Organic farm products is expandable for many 

reasons :

(1) Today there is a wide spread awareness among people 

regarding the harmful nature of chemical fertilizer

and pesticide.
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(2) There are evidence and real incidents for the above 

one (1).

(3) There is and and increasing awareness about the

environment conservation.

(4) There is a well planned publicity campaign is 

carried out in almost major towns favorable to organic 

farm products.

(5) Government Media such as T.V. Radio also publicise 

the importance of Organic Agriculture.

(6) Not only the organization in the cooperative sector but 

also some other institutions, Semi-Governmental 

institution and NCOS have also shown keen a interest

in supporting organic farming system. The marketing

policy for organic farm products will be

determined by a series of factors which can be

tabulated as follows:

TABLE 2

Marketing Factor Consumer Analysis

(1) Who are the potential 

customers

upper middle class. 

Professionals. Intelactuals, 

family members and their 

associated friends.

(2) Why would the

consuraers by organic 

farm products

for long living. High 

Nutrition Value, Durabi

lity and more tasty.

Contd.
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3) Where would consumers 

by the products

Super markets, Coop-city 

Markfed, and proposed 

marketing centre in 

Colombo.

(4) What is the most

appropriate pricing 

policy

Mark up p r i c e

(5) To what extent

packaging necessary

To a certain extent only

(6) What is the acceptable 

Quality of products 
and will their be 

different levels 

of quality

Freshness of product will 

be secured through to a series 

of quality checks. The 

Quality will be assured 

not only at farm gate, but 

also at the selling point. 

There want be different 

quality levels.

(7) How does the profit 

is determined

profits are to be earned 

but not abnormal profit.

(8) How the distribution 

channels are 

operat ing

There will be uninteru- 

pted supply of products to 

the market. The field 

Executive's main task is 

to ensure that products are 

distributed without any break,

(9) Promotional Strategy A planed promotional 

strategy will be imple
mented, and will include 
contest, prizes for 

winners who participate in 

Exhibition.
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V.(4) EXPANSION PROGRAMME FOR ' PANNALA" ORGANIC FARM 

C E N T R E .

There are four (4) major organic farms in Sri 

Lanka. The one situated at pannala in North Western 

Province belongs to the NCC. Other two are located in 

Nawalapitiya and Galaha, in the hill country. The 

organic farm at Peradeniya which is to the world

famous botanical Garden is run by an Agriculturist, 

all these farms have training facilities and sufficient 

land, plants for Training and extension works. The

centre provides Training and extension work to members 

of Agriculture cooperatives and youth cooperators.

The main course on Organic farming is

conducted in four stages. The first programme will be 5 

days residential programme and other three (3) in three 

days each residential Training. Trainees who will be

selected for this training should meet the following

minimum requirements.

(1) A Trainee should have one hectare of land

(2) Should possess or agree to include two cows, two 

goats or two pigs.

(3) Availability of raw material to organic fertilizer 

within the locality of his or her land.
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Geographical background of the centre are given below.

1 ) District

2) Electorate

3) A G A Division

- Kurunegala (North western Province)

- Katugampola

- Pannala

4) Grama Sewa Division - Mellawalana

Climate

1) Annual Rainfall

2) Elevat ion

3) Soil colour

4) Temperature

- 122 mm (within the wetzone)

- 50 Mtrs. (from the sea level)

- Red

- Maximum 35.6F (September) 

Minimum 18.9 (February)

The crops which are grown in the area 

1} ) Fruits

2) Vegetable

3) Economical Crops

Fruits

Vegetable

Pineapple, Gaslabu.WoodApple, Passion 

fruit, Mango, Jack fruit, C a s h u n u t ,

A n o d a , Orange

Gotukola, Brinjols, Green leaves,

Watakolu, Pathala and variety of yams

Economic

crops

Coconut, Rubber, Beetle, spice etc
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THE PLAN OF THE FARM

/

A - Cattle Houses 

B - Bio Units

C - Water tank and Pump line

D - Paddy Processing Unit

E - Permanent House 
F - Small Nursery

G - House Garden

H - Mix crops - Banana, Podder, Passion Fruit, Coconut 
I - Mix crops

J - Mix Crops - Papaya, Banana and Citrus
K - Inside Farm Road

L - Mix crops - Pineapple, Coconut, Banana
M - Kamatha
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AN OVERVIEW OF THE AREA WITH THE FARM

A - Rock (Govigala)
B - Feeding area for Cattles 

C - Daluk Gala 
D - Main Road 

E - Farm 

F - Paddy Field 

G - Canal
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The expanding activities of Pannala Farm will 

the followings.
include

TABLE 3

TYPE OF EXPANSION NATURE/SIZE 

OF EXPANSION

TIMING

;01) The total area of the 

centre will be expan

ded as follows.

1 ) Area for Vegetable

2) Area for fruit

3) Area for economic 

crops

4) Grass land

by 1 hectare 

by 1 hectare 

by 1 hectare

by 1 hectare

12 months

Total Land expanded 4 hectares

(02) Water Another well 

will be drug 

and constructed

03 months

(03) Livestock

Cows

Goats

Fowl

from 10 to 20 

from 15 to 30 

100

03 months

Total 150

(04) Communication 

facilities
A transreceiver 

quipment to be 

instead and 

transmission to 

be connected to

01 month

(05) Training and

Extension service 

be expanded

50 programmes to 

be annually. Each 

course intake 

1 x 20 and thus 

1 x 20 x 50 = 1000 

will be trained 

Annually

12 months



PURCHASING AND DISTRIBUTION 

SYSTEM FOR MARKETING OF ORGANIC FARM PRODUCTS

(A ) Purchasing Pr o c e d u r e :

Purchases have been planned by taking into 

consideration the availability of products in each farm, 

agri-coops, and the seasonal nature of the cultivation. 

With the Diversification Programme, the expansion 

programme of the Pannala Farm and the wide interest to 

be generated among Agri-Coops and farmers, a good yield 

is expected annually as per details given in Table 4 

b e l o w .

TABLE 4  (Year 1) Value In R s ' 000
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( V ) 5

ITEM Pannala

Farm

Other Farms 

Own by NGOS

Agri - Coops

Rice 864 230.4 230.4

Other Grain 138 46.2 46.2

Vegetable 553 184.3 184.3

Fruits & Honey 222 74 74

Livestock

Poultry

207 69 69

Total 1984 603.9 603.9



Purchasing will be done at the farm gate by the 

purchasing officer, Checking of quality of the product 

will be an essential part of the purchasing procedure 

and he is responsible for the quality of product until 

they are received by the marketing Centre.

Purchasing prices are determined by at the weekly 

meeting held at the centre together with marketing 

manager, Field Executive and the purchasing Officer. 

Perishable items will be sold ^  auction but the policy 

of project is that they will not be sold at the centre.

(fe) Market requirement of products:

Through experience farmers could be made aware 

about the requirements of producta and the Field 

Executives task is to inform them the quantity and the 

quality required in respect of each product. His 

responsibility is to visit all these farms and Agri 

Coops, and the Purchasing Officer can prepare his 

itenary and plan: the purchases in the most suitable 

manner. In this process he is required to race a series 

of questions such as

What to purchase?

Where to purchase?

When to purchase?

In what quality?.....  .............

28
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At present there is no proper distribution system 

for Organic Farm Products. Distribution within a real 

marketing setup can be briefed as follows. Distribution 

means " right products , at right quanties, at right 

quality, at right place, and at right time".

The above statement implies that distribution 

requires a lot of information on the product , quantity 

, quality, place available. Modes of transport etc.

The information system setup will provide necessary 

information to plan an efficient distribution network 

among the farmers , farms, collecting points , marketing 

Centre in Colombo and in outstation.

The main task of the field Executive is to 

implement and monitor the distribution system and in 

this respect he is required to have enclose contact with 

distribution is done according to the plan. It has 

planned in such a way that it will take three key 

features.

( B )  D I S T R I B U T I O N  SYSTEM



1. Use of A g r i - C o o p e r a t i v e s  as c o l l e c t i n g  C e ntres.

2. O p e n  air s t o r a g e  s y s t e m  at P a n n a l a  for v e g i t a b l e .

3. S m all p a c k a g i n g  plant at the m a r k e t i n g  centre.

4. A D i s t r i b u t i o n  n e t w o r k  c o n n e c t i n g  all 

d i s t r i b u t i o n  p o i n t s  is d e p i c t e d  in the d i a g r a m  

g i v e n  below.
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E s t a b l i s h m e n t  of M a r k e t i n g  C e n t r e  in C o l o m b o  is the 

m a j o r  c o m p o n e n t  of this p r o j e c t  a n d  is i n t e r c o n n e c t e d  to 

all other c o m p o n e n t s  of the p r oject. It has l i n k a g e s  

w i t h  e x p a n s i o n  p r o g r a m m e  for P a n n a l a  centre, 

d i s t r i b u t i o n  system, D i v e r s i f i c a t i o n  P r o g r a m m e  and ev e n  

w i t h  the M a r k e t i n g  S e t u p  of O r g a n i c  f a r m  P r o d u c t s  in 

Super M a r k e t  and f i n a l l y  it is f o l l o w e d  by the M a r k e t i n g  

policy.

(A) F U N C T I O N S  OF THE P R O P O S E D  M A R K E T I N G  C E N T R E  FOR O R G A N I C  

FA R M  PRODUCTS.

The m a i n  p u r p o s e  of the M a r k e t i n g  C e n t r e  is to m a r k e t  

f a r m  p r o d u c t s  at the c e n t r e  to e n g a g e  in a n y  o t h e r  

a c t i v i t i e s  p e r t a i n i n g  to m a r k e t i n g ,  in a c c o r d a n c e  w i t h  

the m a r k e t i n g  p o l i c y  of the p r o j e c t .  T h e  m a i n  

a c t i v i t i e s  at the c e n t r e  are f o llows.

To m a x i m i z e  Retail a n d  W h o l e s a l e  of o r g a n i c  f a r m

p r o d u c t s .

To e a r n  r e a s o n a b l e  p r o f i t s  f r o m  s e l l i n g  p r o d u c t s .

To m a i n t a i n  e x c e l l e n t  PR w i t h  c u s t o m e r s .

To o r g a n i z e  e x h i b i t i o n s ,  s e m i n a r s  w i t h  v i e w  to e d u c a t e

V ( 6 )  MARKETING CENTRE IN CAPITAL CITY OF COLOMBO

c o n s u m e r s .
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To o r g a n i z e  a n y  s u i t a b l e  p r o g r a m m e  for sales

p r o m o t i o n s .

To p r o m o t e  the image of NCC and SCC ny p r o v i d i n g  an 

e x c e l l e n t  s e r v i c e  to the customers.

To e s t a b l i s h  c l o s e  links w i t h  other c e n t r e  and o u t s i d e  

I n s t i t u t i o n s  r e g a r d i n g  m a r k e t i n g  of products.

To p a r t i c i p a t e  in i n t e r n a t i o n a l  trade fares in the 

f i e l d  or O r g a n i c  A g r i c u l t u r e  a n d  Marketing.

To p u b l i s h  a n y  l i t e r a t u r e  on o r g a n i c  f a r m  products.

To e s t a b l i s h  a g o o d  r a p port w i t h  G o v e r n m e n t a l

I n s t i t u t i o n s  a n d  N o n - G o v e r n m e n t a l I n s t i t u t i o n s

c o n c e r n e d .

Y E A R

First year 

S e c o n d  ye a r  

T h i r d  year

T U R N O V E R  (In Rs OOP 

T U R N O V E R  

3744  

4680  

5850

(B) P U B L I C I T Y  W O R K

The M a r k e t i n g  C e n t r e  itself has a s e p a r a t e  area to ho l d  

a small e x h i b i t i o n  a n d  a s p a c e  to c o n d u c t  a small type

e d u c a t i o n a l  p r o g r a m m e s .
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(C) E X H I B I T I O N  :

Two m a j o r  e x h i b i t i o n s  can be h e l d  a n n u a l l y ,  one in the

c e n t r e  a n d  o t h e r  in a p r o v i n c e .  O b j e c t i v e s  of

e x h i b i t i o n s  are ;

- To p r o d u c e  a d e q u a t e  o r g a n i c  f a r m  p r o d u c t s  for a t a r g e t  

m a r k e t .

- T o  p r o v i d e  w i d e  p u b l i c i t y  to s u c h  p r o d u c t s .

- To g a i n  e x p e r i e n c e  for an u n i n t e r r u p t e d  s u p p l y  

p r o d u c t s .

- To ga i n  c o n f i d e n c e  of the c o n s u m e r

- To e s t a b l i s h  a b e t t e r  p r ice su c h  p r o d u c t s  a n d  t h e r e b y

to c r e a t e  a p e r m a n e n t  m a r k e t

- To e x p a n d  sales

F u r t h e r  mo r e  o b j e c t i v e s  are e s t a b l i s h e d  in the c a s e  of

P r o v i n c i a l  e x h i b i t i o n s .  Th e y  are;

- To ga i n  c o n f i d e n c e  of c o n s u m e r s  by real live 

d e m o n s t r a t i o n  at the f a r m i n g  center.

- To u t i l i z e  in c o m e  g a i n e d  f r o m  E x h i b i t i o n s  for the 

d e v e l o p m e n t  of farms.

- To m o t i v a t e  y o u t h  c o - o p e r a t o r s  / f a r m e r s

- To g a i n  a s s i s t a n c e  from v a r i o u s  G o v e r n m e n t  

Inst i t u t  i o n s .



The p r o j e c t  al s o  i n c l u d e s  a h a l f - y e a r l y  p u b l i c a t i o n  on 

O r g a n i c  A g r i c u l t u r e .

E X P E C T A T I O N S
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(D)  PUBLICATIONS

O R G A N I C  F A R M E R S

R E A D E R ■^CONSUMER

To p o p u l a r i s e  o r g a n i c  f a r m  p r o d u c t s  a n d  to a c h i e v e  a 

be t t e r  market.

To use as a v a l u a b l e  l i t e r a t u r e  for T r a i n e e s  

To p r o m o t e  the image

To tell the v a l u e  of o r g a n i c  f a r m  p r o d u c t s

T A BLE 5

RE A DERS F I R S T

Y E A R

S E C O N D

Y E A R

T H I R D

Y E A R

T r a i n e e s 1000 1300 1600

O r g a n i c  F a r m e r s 100 200 400

C o - o p e r a t  ives 60 60 70

L i b r a r i e s 50 50 60

General R e a d e r s 200 300 400

Other o r g a n i z a t i o n s  40 50 100

T O TAL 1450 1960 2630

Contd.
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T A B L E  9 

R E A D E R S

S e l l i n g  p r i c e  

Rs. 20

Cost per m a g a z i n e  

Rs. 15

F I RST

Y E A R

2 1 750

29000

SECOND

Y E A R

29400

39200

TH IRD

YE A R

39450

52600

Inc o m e

P rofit 7 ,250 9,800 13,150

(E) F E A T U R E  OF THE M A R K E T I N G  C E N T R E

Locat ion

T y p e  of 

o w e r s h i p

; C o l o m b o  the c a p ital city

: By rental a g r e e m e n t  i n i t i a l l y  for a 

p e r i o d  of 3 y e a r s

S taff r e q u i r e d  : 8

Sect ions S a les Area

M a n a g e r ' s  O f f i c e

E x h i b i t i o n  Area

S t o r e s

T o i l e t s

C a r p a r k

: T a b l e  6 g i v e s  a n d  a list of the furniture,

e q u i p m e n t  that are n e e d e d  for the c e n t r e

A n n e x u r e  V (6) El, II shows the pl a n  of the p r o p o s e d

M a r k e t i n g  centre.



TABLE 6
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ITEM NOS.

F U R N I T U R E  & E Q U I P M E N T S  

COST IN RS.

T a b l e s 03 7500

Ch a i r s 05 5000

E x e c u t i v e  table 01 7500

E x e c u t i v e  c h a i r 01 6000

C a b i n e t 02 12000

Safe 01 7500

R e f r i g e r a t o r 01 29000

Co o l e r 01 28000

C a s h  R e g i s t e r 01 22000

M a g i  B o a r d 01 3500

OHP 01 17500

S l i d e s  p r o j e c t o r 01 28000

S c r e e n 01 4000

Small c h a i r  

(for v i s i t o r s )

25 10000

F l o o r  p o l i s h e r 01 17500

N o t i c e  B o a r d 01 2000

C l e a n i n g  E q u i p m e n t 16 8000

T O T A L 2 1 5 , 0 0 0



(F) M A N P O W E R  R E Q U I R E M E N T S  FOR THE M A R K E T I N G  C E N T R E

The M a r k e i n g  C e n t r e  is h e a d e d  by m a n a g e r  of w h o  

has s u f f i c i e n t  q u a l i f i c a t i o n s  a n d  e x p e r i e n c e  in 

M a r k e t i n g  a n d  M a n a g e m e n t .  He s h o u l d  be a d y n a m i c  p e r s o n  

and a g o - g e t t e r .

H e a d  of the c e n t r e  is a s s i s t e d  by the f o l l o w i n g  s taff

S a l e s  A s s i s t a n t  02 S e c u r i t y  O f f i c e r  01

E x h i b i t i o n  01 D r i v e r  Cum 01

C o o r d i n a t o r  M e s s e n g e r

F i e l d  E x e c u t i v e  01 P u r c h a s i n g  O f f i c e  01

C a s h i e r  01

A n n e x t u r e  I s h o w s  the o r g a n i z a t i o n  chart, of the 

p r o p o s e d  M a r k e t i n g  Centre, a n d  the r e l e v a n t  J o b  

D e s c r i p t i o n s  are a t t a c h e d  to the p r o j e c t  d o c u m e n t .

(P l e a s e  see A n n e x t u r e  V (6) F II, III, IV, V, VI, VII , 

VIII a n d  IX)

R e c r u i t m e n t  wi l l  be done two w e e k s  b e f o r e  the 

c o m m e n c e m e n t  of the c e n t r e  in o r d e r  to t r a i n  the staff 

r e c r u i t e d .

All the s taff i n c l u d i n g  M a n a g e r  will be s u b j e c t e d  

to a c o m p r e h e n s i v e  i n d u c t i o n  and t r a i n i n g  p r o g r a m m e  of 

ten days. T h e  p r o g r a m m e  n e c e s s a r a l y  i n c l u d e  v i s i o n  of 

NCC a n d  SCC, O r g a n i c  A g r i c u l t u r e  in ge n e r a l .  D i s p l a y  of 

O r g a n i c  F a r m  P r o d u c t s ,  P u b l i c  R e l a t i o n s  a n d  F i e l d  v i s i t s  

to O r g a n i c  F ^ r m s  etc, . _ ___

37
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TABLE 7

A) I NI TI AL INVESTMENT OF THE PROJECT
IN R S . ' 0 0 0

ITEMS AM O U N T

B u i l d i n g  Rent

F u r n i t u r e  & E q u i p m e n t

C o m m u n i c a t i o n  E q u i p m e n t

S t o r a g e  f a c i l i t i e s  at P a n n a l a

P u b l i c i t y  w o r k

P u b l i c a t  ions

I n a u g u r a t i o n  E x p e n s e s

R e p a i r s  & M a i n t e n a n c e

P u r c h a s i n g  cost

S a l a r y  & w a g e s

I n s u r a n c e

T r a n s p o r t a t i o n  cost

H y g i e n i c  a n d  c l e a n i n g

T e l e p h o n e

E l e c t r i c i t y

W ater

M i s c e l l a n e o u s

S t a t i o n a r y  a n d  Po s t a l

10% c o n t i n g e n c i e s

480

215

20

5

25

21 . 75  

10 

15

17 9 7 . 6  

3 2 1 . 3 5

5 

100

6 

4

12

4

3

3

3 0 4 7 . 7  

3 0 4 . 7 7

3 3 5 2 . 4 7
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TABLE 7

(B) S O U R C E S  OF FUNDS

The f unds for the p r o j e c t  cost will be r e c e i v e d  f r o m  the

f o l l o w i n g  v a r i o u s  sources.

In R s . 000

S o u r c e Amo u n t R e m a r k s

1. S w e d i s h  50%

C o o p e r a t  ive 

Ce n t r e

1750 To be a l l o c a t e d  

f r o m  the y o u t h  

proj ect

2. P e o p l e s  B a n k  30% 1050 Under the i n s t i 

tu t i o n a l  

d e v e l o p m e n t

3. A g r i c u l t u r e  20% 

C o o p e r a t  ives

700 C o l l e c t i v e  fund 

of A g r i - c r o p s

3500
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TABLE 8

(A) D E T A I L S  OF F I X E D  COST

IN RS. 0 0 0

ITEM A M O U N T R E M A R K S

F u r n i t u r e  & 

E q u i p m e n t

C o m m u n i c a t  ion 

e q u i p m e n t

S t o r a g e  f a c i l i t i e s

215

20

240

Tables, C h a i r s , A u d i o  Aid 

cabinet, safe, co o k e r  & 

e q u i p m e n t  etc.

T r a n s r e c e i v e r  

P a n n a l a  Fa r m

set

O p e n  s t o r a g e  s y s t e m  

P a n n a l a  fa r m  (made 

b a m b o o s )

at

at

of

(B) O T H E R  I N I T I A L  E X P E N D I T U R E

ITEM A M O U N T R E M A R K S

I n a u g u r a t i o n

P u b l i c i t y  w o r k

10

25

I n a u g u r a t i o n a l  c e r e m o n y

Two e x h i b i t i o n  and 

ot h e r s

P u b l i c a t  ion

C o n t i n g e n c i e s  10%

21 . 75  

3 0 4 . 7 7  

3 6 1 . 5 2

D e s c r i b e  of O r g a n i c  

f a r m i n g



^ I

( C)  OPERATIONAL EXPENDITURE

IN RS '000

ITEM A M O U N T R E M A R K S

- P u r c h a s i n g  s t o c k

- S a l a r i e s  a n d  w a g s

- I n s u r a n c e  p r e m i u m

- R e p a i r s  a n d  m a i n t a i n a c e

- T r a n s p o r t a t i o n  E x p e n s e s

- H y g i e n i c  a n d  C l e a n i n g  

E x p e n s e s

- T e l e p h o n e  c h a r g e s

- E l e c t r i c i t y

- W a t e r

- M i s c e l l a n e o u s

- S t a t i o n a r y

3 5 9 5 . 2

6 42.7

5 

15

200

12

8

24

8

6 

6

4 5 2 1 . 9



Income of first year - 3797

Cost of the s e c o n d  half - 2251

of the first year

S u r p l u s  - 1546

(B ) Cost for 6 m o n t h s  o p e r a t i o n s

P u r c h a s i n g  cost 1797.6

S a l a r y  and w a g e s  32 1 . 3 5

T r a n s p o r t a t i o n  cost 100

H y g i e n i c  and c l e a n i n g  6

T e l e p h o n e  4

E l e c t r i c i t y  12

W a ter 4

M i s c e l l a n e o u s  3

S t a t i o n a r y  a n d  Po s t a l  3

2250

(C) P U R C H A S I N G  CO S T  A N A L Y S I S

IN Rs' 000 

ITEM CO S T

Rice 1728

V e g e t a b l e  9 21.6

Fruit H o n e y  3 69.6

O t h e r s  g r a i n s  2 3 0 . 4

L i v e s t o c k  & P a n t r y  3 4 5 . 6

A n n u ¥ l“ cost -3595 . 2

4 2

TABLE 9

( A)  INCOME & EXPENDITURE ANALYSIS
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ANALYSIS OF REVENUE

(A) 1ST YEAR

(1) SALES INCOME In Rs.OGG

- Rice 1440 (Rs. 25/- X  200 kg x 24 

days X 12 months)

- Vegetable 1152 (Rs. 4000/- (sales per 

day) X 24 days x 12 

months)

- Fruits & Honey 432 (Rs. 1500/- (sales per 

day) X  24 days x 12 

months)

- Other Grains 288 (Rs. 1000/- (sales per 

day) X 24 days x 12 

months)

Livestock & 432

Poultry

ANNUAL INCOME 3744

(Rs. 1500/- (sales per

day) X  24 days x 12 

months)

3744

(2) EXHIBITIONS

(2 major exhibitions for each year) 

(Rs. 12,000 X  2)

24

- Tickets

- Selling Organic Plants

- Selling photographs

- selling of publications

(3) SELLING OF PUBLICATIONS 29

3797
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( B)  2 ND YEAR

1. S a l e s  Income

- Ri c e

- V e g e t a b l e

- F r u i t s  & H o n e y

- O t h e r  G r a i n s

- L i v e s t o c k

A N N U A L  INCOME

1800

1440

540

360

540

4680

In R s . O O O  

( i n c r e a s e  in 25%)

(1440 + 360) 

(1152 + 288) 

( 432 + 108) 

( 288 + 72)

( 432 + 108)

46 8 0

2. E x h i b i t i o s

(Rs. 15,000 X  2)

30

3. S e l l i n g  of P u b l i c a t i o n s 32

4742

(C) 3RD Y E A R

In R s . O O O

(25% increase)

R i c e 2250 (1800 + 450)

V e g e t a b l e 1800 (1440 + 360)

F r uit & H o n e y 675 (540 + 135)

O t h e r s  g r a i n s 450 (360 + 90)

L i v e s t o c k 675 (540 + 135)

5850 5850

(2) E x h i b i t i o n

(Rs. 1 9 , 5 0 0 / =  X  2) 39

(3) S e l l i n g  of p u b l i c a t i o n 35

5924
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THE C O N C L U S I O N S  A N D  R E C O M M E N D A T I O N

T h e  C o n c l u s i o n s  a n d  r e c o m m e n d a t i o n s  of this p r o j e c t  are

c o n f i n e d  to a few p o i n t s  w h i c h  I s h o u l d  like to

e m p h a s  is

(A) C O N C L U S I O N S

1) F i r s t  I w o u l d  like to e m p h a s i s  that the p r o j e c t  will 

b r i n g  a b o u t  m u l t i p l e  b e n e f i t s  to the i d e n t i f i e d  

b e n e f i c i a r y  groups. On the one h a n d  f a r m e r  is g r e a t l y  

b e n e f i t e d  a n d  on the o ther h a n d  c o n s u m e r  is b e n e f i t e d  

as a r e s u l t  of an u n i n t e r r u p t e d  s u p p l y  of h i g h  

q u a l i t y  O r g a n i c  F a r m  Products. A n o t h e r  dc^Li uLifl'iG 

b e n e f i t  w h i c h  the s o c i e t y  c o u l d  ga i n  in the l o n g  run 

is that e n v i r o n m e n t  is c o n s e r v e d  as a r e s u l t  of 

i n c r e a s i n g  of the O r g a n i c  F a r m i n g  a c t i v i t i e s .

2) S e c o n d  the p r o j e c t  is f e a s i b l e  a n d  i m p l e m e n t a b l e  in 

m a n y  r e s p e c t s .  In a d d i t i o n  to the f i n a n c i a l  and 

t e c h n i c a l  s u p p o r t  p r o v i d e d  by the SCC, NCC will take 

g r eat c a r e  in i m p l e m e n t i n g  this p r o j e c t  s i n c e  the 

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

e n v i r o n m e n t  are of n a t i o n a l  level i n t e r e s t  to the 

NCC.

CHAPTER V I I
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a c o o p e r a t i v e  e f f o r t  of the all staff, b e n e f i c i a r y  

groups, c o m e s  u n d e r  the p u r v i e w  of this project.

(B) R E C O M M E N D A T I O N S  : - 

1) A l t h o u g h  the p r o j e c t  is f e a s i b l e  and i m p l e m e n t a b l e

it r e q u i r e s  c o n s t a n t  m o n i t o r i n g  of the progress. 

T h e r e f o r e  a m a n a g e m e n t  i n f o r m a t i o n  a n d  r e p o r t i n g  

s y s t e m  that w o u l d  e n a b l e  m o n i t o r i n g  project 

p e r f o r m a n c e  is an a b s o l u t e  mu s t  for a project of 

this nature. T h e r e f o r e  I r e c o m m e n d  that M a n a g e m e n t  

I n f o r m a t i o n  s y s t e m  p r o p o s e d  u n d e r  C h a p t e r  V (2) is 

p r o p e r l y  i m p l e m e n t e d .

2) I al s o  r e c o m m e n d  that d e c i s i o n  w i t h  regards to 

p o l i c y  f o r m u l a t i o n ,  o r g a n i z a t i o n  and i m p l e m e n t a t i o n  

of the p r o j e c t  s h o u l d  be m a d e  in terms of are m a d e  

in t erms of the p o l i c y  of the m a j o r  p a r t n e r  (SCC). 

It is al s o  a d v i s a b l e  to liaise m o r e  c l o s e l y  w i t h  SCC 

to get the m a x i m u m  t e c h n i c a l  support.

3) It is r e c o m m e n d e d  that the next m a j o r  partner. The 

NCC s h o u l d  p r o v i d e  all I n f r a s t r u c t u r e  f a c i l i t i e s  and 

o t h e r  n e c e s s a r y  s e r v i c e s .  The NCC s h o u l d  d i r e c t l y  

in v o l v e  in o r g a n i z i n g  S t e e r i n g  C o m m i t t e e s  and other 

m e e t i n g s .

3 )  F i n a l l y  t h e  s u c c e s s f u l  i m p l e m e n t a t i o n  o f  p r o j e c t  i s



(4) I r e c o m m e n d  that the C hief E x e c u t i v e  o f f i c e r  (NGC) 

has a s p e c i a l  role in c o o r d i n a t i n g  the p r o j e c t  

a c t i v i t i e s  a m o n g  the p a r t i e s  con c e r n e d .

(5) A l s o  I r e c o m m e n d e d  that the a c t i v i t i e s  of the 

p r o j e c t  s h o u l d  be g i v e n  m a x i m u m  p u b l i c i t y ,  so that a 

w i d e s p r e a d  i nterest towa r d s  O r g a n i c  . A g r i c u l t u r e  

is g e n e r a t e d  w i t h i n  a short p e r i o d  of time.

(6) A l t h o u g h  the p r o ject p e r i o d  is c o n f i n e d  to a p e r i o d  

of three years, it s h o u l d  c o n t i n u e  as a v i a b l e  

p r o j e c t  and also as a b u s i n e s s  unit of the NCG.

47
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Job D e s c r i p t i o n

(Organic Fa r m  M a r k e t i n g  C e n t r e  a n d  the

e x h i b i t i o n  centre)

T i t l e  : M a r k e t i n g  M a n a g e r

D u t y  s t a t i o n  : C o l o m b o

C o n t r a c t  ; 3 years

per iod

R e p o r t i n g  t o ' G e n e r a l  M a n a g e r  (NCC)

D u t i e s  & : - To imple m e n t  the m a r k e t i n g  a c t i v i t i e s

R e s p o n s i -

b i l i t i e s  r e g a r d i n g  o r g a n i c  fa r m  p r o d u c t s  in

a c c o r d a n c e  wi t h  the p r o j e c t

- To m a n a g e  the staff, f i n a n c e  a n d  the 

other r e s o u r c e s  at the c e n t r e

- To p r o v i d e  d a y - t o d a y  i n f o r m a t i o n  a b o u t  

the a c t i v i t i e s  of the c e n t r e  to G e n e r a l  

M a n a g e r  NCC w i t h  a c o p y  to the c o u n t r y  

R e p r e s e n t a t i v e  of S w e d i s h  C o o p e r a t i v e  

cen t r e

To m a i n t a i n  c l o s e  links w i t h  the 

o r g a n i c  f a r m i n g  c e n t r e  at P a n n a l a  a n d  

other A g r i c u l t u r a l  c o o p e r a t i v e s  to the 

su p p l y  a n d  d i s t r i b u t i o n  of f a r m  

p r o d u c t s .

- To m o t i v a t e  s taff for m a x i m u m  s a l e  of 

fa r m  p r o d u c t s  in. the c e n t r e
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To take prompt a c t i o n s  to r e m o v e  

p e r i s h a b l e  items f r o m  racks a n d  to

r e f l e n i s h  w i t h  new stocks.

To e n s u r e  that e n t i r e  p r e m i s e s  of the

sales c e n t r e  is w e 11 c l e a n e d  and p r o p e r l y  

m a i n t a i n e d

To se n d  mo n t h l y ,  q u a r t e r l y ,  and 

h a l f y e a r l y  report to the m a n a g e m e n t .

To take e v e r y  p o s s i b l e  s t eps to a t t r a c t  

a n d  to r e t a i n  c u s t o m e r s  in the h a b i t  of 

b u y i n g  o r g a n i c  fa r m  p r o d u c t s

- To take e v e r y  p o s s i b l e  a c t i o n  to p r o v i d e

c o n s u m e r  w i t h  k n o w l e d g e  on o r g a n i c  f a r m

p r o d u c t s

To o r g a n i c  E x h i b i t i o n s  w i t h  the 

c o n c u r r e n t  a p p r o v a l  of the m a n a g e m e n t

To a d v i c e  a n d  o r g a n i s e  p u b l i c i t y  w o r k  

w i t h i n  or out of the s a l e s  c e n t r e  in o r d e r  

to p r o m o t e  sales.

S a l a r y  : R s . 10 , 0 0 0  /= (All i n c lusive)

A ge L imit : 3 0 - 4 0  y ears

Q u a l i f i c a t i o n  : - A D e g r e e  in B u s i n e s s  A d m i n i s t r a t i o n  /

E c o n o m i c s /  M a n a g e m e n t
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A g o o d  c o m m a n d  of E n g l i s h  L a n g u a g e

k n o w l e d g e  of T a m i l  a n d  o ther f o r e i g n

L a n g u a g e s  w o u l d  be an a d d e d  a d v a n t a g e

- At least 3 y e a r s  w o r k  e x p e r i e n c e  in a 

m a r k e t i n g  s e t - u p

a b i l i t y  to o r g a n i z e  p u b l i c i t y  w o r k  

a nd o r g a n i z a t i o n  of E x h i b i t i o n  and

s e m i n a r s  w o u l d  be an a d d e d  A d v a n t a g e .
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JOB 2

5 I

Job D e s c r i p t i o n

T i t l e M a r k e t i n g  A s s i s t a n t

D u t y  s t a t i o n  ; C o l o m b o  M a r k e t i n g  C e n t r e

C o n t r a c t

pe r i o d

3 years.

R e p o r t i n g  to : M a r k e t i n g  M a n a g e r

D u t i e s  & 

R e s p o n s i b i -  

1 it ies

To d i s p l a y  o r g a n i c  f a r m  p r o d u c t s  as

i n s t r u c t e d  by M a r k e t i n g  M a n a g e r .

To r e c e i v e  c u s t o m e r s  w h o  v i s i t s  the shop

and to pay m a x i m u m  a t t e n t i o n

To c o m m u n i c a t e  c u s t o m e r s  e f f e c t i v e l y

and to h e l p  t h e m  in the b u y i n g  p rocess.

To ha v e  a k n o w l e d g e  on the b u y i n g

b e h a v i o u r  of c u s t o m e r s  a n d  to m a k e  any

p o s s i b l e ,  but g e n u i n e  a t t e m p t  to

i n c r e a s e  sales.

- To m o t i v a t e  c u s t o m e r s  to b e c o m e  repeat

c u s t o m e r s

- To ha v e  a t h o r o u g h  k n o w l e d g e  on a l m o s t

all the p r o d u c t s  m a r k e t e d  at the centre.

To e n s u r e  that e n t i r e  p r e m i s e s  at

the s a l e s  o u t l e t  is n e a t  a n d  c l e a n e d

p roperly.



- To report d a i l y  a b out c u s t o m e r s  c o m p l a i n t s  

to the M a r k e t i n g  M a n a g e r  and to take r e m e d i a l  

a c t i o n s  a f t e r  o b t a i n i n g  i n s t r u c t i o n s  

from the Manager.

To h e l p  the E x h i b i t i o n  c o o r d i n a t o r

w h e n  E x h i b i t i o n  are h e l d  inside the

p r e m i s e s  of the M a r k e t i n g  Centre.

To m a k e  p r o p o s a l s  o n  b e h a l f  of

c u s t o m e r s  m a k e  s u g g e s t i o n s  to the

M a n a g e r  w i t h  a v i e w  to p romote, s a les

and c u s t o m e r  care.

Age ; 2 5 - 3 5  y e a r s

S a l a r y  : 5 0 0 0 / =  (All i n c l u s i v e )

Q u a l i f i c a t i o n  : G.C.E. ( A d v a n c e  Level) E x a m i n a t i o n

& E x p e r i e n c e

p r e f e r a b l y  in S c i e n c e  or C o m m e r c e  

AND

At least 3 y e a r s  W o r k - E x p e r i e n c e  in a 

M a r k e t i n g  E n v i r o n m e n t .

( p r e f e r e n c e  will be g i v e n  to c a n d i d a t e s  

w h o  h a v e  t a k e n  M a r k e t  ing as a s u b j e c t  for 

a ny p r o f e s s i o n a l  E x a m i n a t i o n  or w h o  h a v e  

e x p e r i e n c e  in w o r k i n g  in a G r e e n  shop.

- A s o u n d  k n o w l e d g e  of E n g l i s h  e s s e n t i a l .  

K n o w l e d g e  of T a mil a n d  o t h e r  f o r e i g n  

l a n g u a g e s  w o u l d  be an a d d e d  A d v a n t a g e .
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JOB 3
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J o b  D e s c r i p t i o n

T itle C a s h i e r

D u t y  s t a t i o n C o l o m b o  M a r k e t i n g  C e n t r e

C o n t r a c t  p e r i o d  : 3 y e a r s

R e p o r t i n g  to M a r k e t i n g  M a n a g e r

Du t i e s  & 

R e s p o n s e -  

b i l i t i l e s

To h o l d  the full r e s p o n s i b i l i t y  of

c a s h  a n d  m o n i e s  b e l o n g  to the

m a r k e t i n g  centre.

To h o l d  the f ull- r e s p o n s i b i l i t y

for b a n k i n g  of ca s h  a n d  o t h e r  m o n i e s

on time

To h a v e  a s u f f i c i e n t  s t o c k  of

c h a n g e d  m o n e y  e v e r y d a y

To o p e r a t e  the c a s h  r e g i s t e r s

e f f i c i e n t l y

To e n s u r e  that c u s t o m e r s  are

p r o v i d e d  w i t h  b a l a n c e  m o n e y

- To p r e p a r e  d a i l y  r e t u r n  a n d  o b t a i n

c e r t i f i c a t i o n s  f r o m  M a n a g e r

- To h o l d  the m o n i t o r y  r e s p o n s i b i l i t y

at the s a f e  j o i n t l y  w i t h  the

M a r k e t i n g  M a n a g e r



S a l a r y  : R s .4000 per m o n t h  ( All i n c lusive)

Age limit : 3 0 - 4 5  y e a r s

Q u a l i f i c a t i o n  : G.C.E. ( A d v a n c e  Level) E x a m i n a t i o n  in

& E x p e r i e n c e  C o m m e r c e  s u b j e c t s

- At least 3 y e a r s  w o r k  E x p e r i e n c e

in a c o m m e r c i a l  o r g a n i z a t i o n .
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Job D e s c r i p i o n

Title : Exhibition Coordinator

Duty Station : Colombo Marketing Centre and other venues

where Exhibiions and seminars are held.

Contract

Period

: 3 Years

Reporting to : Marketing Manager

Duties and 

Responsi

bilities

- To organize Exhibitions, as instructed

by the management.

- To organize seminars and other

publicity campaigns as instructed by

the management to coordinate the

above activities with See. Ncc organic

farm Centres and other relevant

Ministries and Institutions.

To collect and preserve books

magazines and other any literature

pertaining to organic farm products.

- To write and publish leaflets ,

Pamplets, bfouchres on organic farm

products.

- To assist Marketing Manager for day -

today secretarial work.
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To prepare any Audio Vissual 

materials for consumer education.

To have a special attention to 

foreigners who visit the centre and 

educate with them about the activities 

of the centre.

Age

Salary

Qualification 
and Experence

: 3 0 - 4 0  Years 

: Rs. 6000 (All inclusive)

: Diploma in Agriculture together with 

three (3) years experience in 

Agriculture Extention work.

- Should have a sound command of 

English Knowledge of Tamil and other 

Foreign languages are added advantage.

- Candidates who have experiences in 

organising seminars , Exhibitions and

publicity campaigns will be given 

preference.
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Job 5 Security Officer

Title : Security Officer

Duty Station : Colombo, Organic Farm Sales Centre

Contract Period: 3 Years

Reporting to : Marketing Manager 
duties and
responsibi- ; 1. To welcome customers and others who
lities

J o b  D e s c r i p t i o n

visit the shop.

2. To provide directions to new courses

3. To hold responsibility for safely of 

people customers , and others building , 

equipment , furniture and all other 

resources.

4. To have a list of all assets of the 

premises are safe.

5. To ensure that all the vehicle 

parked inside the premises are safe.

6. To have constant vigilliance.

7. To assist customers further in 

whatever posible manner .



Me

Salary

Qualification &
Experience

25 - 40 years

Rs. 3500 (All inclusive)

G.C.E. (Ordinary Level) Examination 

with 2 years experience.

- Knowledge of English will be an added 

Advantage.

Physical requirements 

Hight - minimum 5' 4"

Weight- minimum 52 Kg

- Should have a good personality.
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J o b  D e s c r i p t i o n

Job 6 

Title

Duty Station

Driver Cum Messenger 

Colombo

Contract Period: 3 Years 

Reporting to : Marketing Manager

Duties &
Responsibi
lities

1. To drive safely in accordance with 

the prevalent Traffic regulations and 

other institutions.

2. To have a good knowledge on Road 

Net work of Sri Lanka.

3. To pay maximum courtesy to officers 

and guests who travell in the vehicle.

4. To ensure that vehicle is 

properly maintained and srivices are 

done on time.

5. To have a preliminary knowledge on 

basic motor mechanism.

6. To attend minor repairs and way - 

side minor break-downs.
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Age

Salary

: 25 to 35

: Rs. 3500.00 (All inclusive)

Qualification : G.C.E. (O.L) with 3 years driving 
& Experience

experience.

- Should have a heavy vehicle driving 

licence for at least 2 years.

- Should be in good health.

The selected candidate will be 

subjected to a medical test before appointing to the 

post of driver.
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Title : Field Executive

Duty Station : Mostly in Field

Contract Period; 3 Years

Duties & : 1. To establish close links with
Responsibi
lities agriculture cooperatives to obtain

information on organic farm products.

2. To implement and monitor the 

distribution system.

3. To organic discussions with 

organic farmers and Agriculture 

Cooperatives for collecting products.

4. To advice marketing Manager and 

the steering Committee of the SCC 

regarding pricing and other marketing 

factors.

5. To organise Organic Farm Products 

collection centres on provincial 

basis and to supply them to Colombo 

sales centre or to super markets.

JOB DISCRIPTION

J o b  7
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6. To provide information on sales

weekly basis to the management.

7. To advice and to provide further

extension services to organic farmers 

when field visits are made to farms.

8. To participate as a member of a 

steering committee.

9. To organize publicity work on

provincil basis with the help of

super markets.

10. To advice management regarding 

sales promotions.

11. To assist exhibition coordinator to 

organize such events.

Qualification : Diploma in Agriculture from a
& Experience

recognized Institution and

- At least three (3) years experience 

in training and extention works.

- should be and physically fit to 

travel extensively.



- should be prepared to work long- 

hours in the 

field.

63

should be able to 

different

and different

backgrounds.

work with 

communities 

cultural

- Ability to ride a motor cycle.

Salary 

Age Limit

Rs. 6,000.00 (All inclusive)

28 - 35 Years.
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Job D e s c r i p t i o n

T i t l e  : P u r c h a s i n g  O f f i c e r

D u t y  s t a t i o n  : C o l o m b o  (but m o s t l y  in the field)

C o n t r a c t  : 3 years,

p e r i o d

R e p o r t i n g  to : M a r k e t i n g  M a n a g e r

D u t i e s  & : - To have t h r o u g h  K n o w l e d g e  on O r g a n i c

R e s p o n s  ibi-

lities F a r m  products.

- To have a t h o r o u g h  k n o w l e d g e  a bout the 

p r o d u c t i o n  of o r g a n i c  f a r m  p r o d u c t s  at 

at d i f f e r e n t  c o l l e c t i n g  c e n t r e

- To pl a n  the p u r c h a s i n g  of o r g a n i c  fa r m  

p r o d u c t s  to p a r t i c i p a n t  at the p u r c h a s e  

c o m m i t t e e  as a m e m b e r

To p r o v i d e  s u f f i c i e n t  i n f o r m a t i o n  

on o r g a n i c  fa r m  p r o d u c t s  t h r o u g h  

M a r k e t i n g  M a n a g e r

- To h a v e  a t h o r o u g h  k n o w l e d g e  a b o u t  the 

q u a l i t y  of p r o d u c t s  and to c h e c k  the 

Q u a l i t y  not on l y  at the p u r c h a s e  but 

also at the r e c e i v i n g  point.

- To e n s u r e  that the p r o d u c e r / f a r m e r  is 

p a i d  for their p r o d u c t s  w i t h i n  7 w o r k i n g  

d a y s .

JOB 8



- To o r g a n i s e  a u c t i o n  to sell p e r i s h a b l e  

items

S a l a r y  : R s .4000 per m o n t h  ( All included)

A ge limit : 2 5 - 4 5  y e a r s

6 5

Q u a l i f i c a t i o n  : G.C.E. ( A d v a n c e  Level) w i t h  two years

& E x p e r i e n c e

w o r k i n g  e x p e r i e n c e  in p u r c h a s i n g  

in a m e r c h a n t i l e  e s t a b l i s h m e n t .
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S i x m m a x - y

1.1 T h e  p r o j e c t  f o c u s e s  on the f a r m e r s  in B u o  Yai 

D i s t r i c t . T h e  p r o j e c t  wi l l  be i m p l e m e n t e d  and o p e r a t e d  by 

Buo Yai 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  w h i c h  is l o c a t e d

in N a k o r n  R a t c h a s r i m a  P r o v i n c e  in t h e  N o r t h - e a s t  of T h a i l a n d  

w h i c h  is a b o u t  397 k i l o m e t r e s  far fr o m  Bangkok.

1.2 T h e  d i r e c t  o b j e c t s  of this p r o j e c t  are to 

i n c r e a s e  the in c o m e  of f a r m e r  m e m b e r s  by v a l u e  a d d i t i o n  

p r o d u c t s  w i t h  d i l i c a t e  m e t h o d  w h i c h  t h e y  wi l l  get b e t t e r  

p r o d u c t s  b o t h  q u a l i t y  and q u a n t i t y .  The i n d i r e c t  o b j e c t s  of 

th i s  p r o j e c t  are to i n c r e a s e  t h e  y i e l d  p e r  rai of t h e  f a r m e r s  

who g r o w  w i t h  H i g h  Y i e l d  S e eds of rice w h i c h  p r o d u c e  from 

this p r o j e c t  th u s  t h e y  will get b e t t e r  income.

1.3 T h e  t a r g e t  g r o u p  of th i s  p r o j e c t  are f a r m e r  

m e m b e r s  of B u a  yai A g r i c u l t u r a l  c o o e r a t i v e  L i m i t e d  w h o  h a v e  

t h e i r  own f i e l d  a n d  g r o w  ri c e  as usual.

1.4 T h e  g o v e r n m e n t  g i v e  s u b s i d y  t h r o u g h  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 m e n t  (CPD) for p r o v i d e  s u f f i c i e n t  f u n d  to the 

c o o p e r a t i v e  in o r d e r  to p r o v i d e  loan (3?4 of interest) to the 

f a r m e r s  a n d  c o l l e c t  p r o d u c t s  t o  d i s t r i b u t e .  M o r e o v e r ,  

r e m u n e r a t i v e  p r i c e  is a bout 20 % h i g h e r  t h a n  g e n e r a l  p a d d y  

in o r d e r  to  e n c o u r a g e  t h e  f a r m e r s  p r o d u c e  H i g h  Y i e l d  S e e d s  

of ri c e  for p r o p a g a t i o n  and e n c o r a g e  t h e  f a r m e r s  to u s e

H i g h  Y i e l d  S e e d s  of r i c e  for g r o w i n g  rice.

Rai is Th a i  m e a s u r e m e n t :  2.5 rai = 1 a c r e
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1.5 T otal i n v e s t m e n t  of the p r o j e c t  is 2 , 4 6 8 , 5 0 0  

b a h t  w h i c h  for p r o v i d i n g  loan to the f a r mers 9 3 5 , 0 0 0  baht, 

c o l l e c t i n g  p r o d u c t s  1 , 5 3 0 , 0 0 0  baht and g r ant a i d  for 

t r a n s p o r t a t i o n  3,500 baht.

1.6 T h e  s o u r c e s  of f u n d  are s u b s i d y  by g o v e r n m e n t  

for 4 years.

1.7 The 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 m e n t  (CPD) 

c o o r d i n a t e  w i t h  the D e p a r t m e n t  of A g r i c u l t u r a l  E x t e n s i o n  

(DAE) for p r o v i d e  H i g h  Y i e l d  Seeds of Ri c e  (Khao M a l i  105) 

for p r o d u c e  H i g h  Y i e l d  Seeds.

1.8 CPD c o o r d i n a t e  w i t h  D e p a r t m e n t  of A g r i c u l t u r a l  

(DA) in o r d e r  to t r a i n  t h e  f a r m e r s  for this project.

1.9 T h e  c o o p e r a t i v e  c o l l e c t  the p r o d u c t s  w h i c h  

D A E  will p u r c a s e  p r o d u c t s  for H i g h  Y i e l d  Seeds p r o c e s s i n g .

B a h t  is Thai c u r r e n c y  : 25 ba h t  = 1 $us
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ClisLp>-t. ear I I  

B A C K  G R O U N D

2.1 OVERALL SITUIATION

T h a i l a n d  is a g r i c u l t u r a l  c o u n t r y  w i t h  m a j o r i t y  of 

p o p u l a t i o n  e n g a g e d  in a g r i c u l t u r a l  sector, 50% of 

a g r i c u l t u r a l  land is p a d d y  land. M o r e o v e r  t h e  m a i n  of p r i m a r y  

a g r i c u l t u r a l  e x p o r t s  is r i c e  (see a p p e n d i x  1,2) t h u s  the 

g o v e r n m e n t  s u b s i d i z e  F u n d s  in W a r e h o u s e s ,  D r y i n g  Fields, 

P a d d y  C o l l e c t i n g  F a c i l i t y ,  D i s t r i c t  C e n t r a l  M a r k e t  for 

A g r i c u l t u r a l  P r o d u c t s  a n d  F u n d  for P a d d y  L i n k e d  M a r k e t  

t h r o u g h  c o o p e r a t i v e  t h r o u g h o u t  country.

T h e  f a r m e r s  u s e u a l l y  u s e  t h e i r  own s e e d s  w h i c h  

th e y  k e p t  f r o m  t h e  last h a r v e s t  for g r o w i n g  r i c e  w h i c h  

c a u s e  d e c l i n e  not o n l y  in y i e l d  but a l s o  q u a l l i t y  .

In c u r r e n t l y  s u i t i a t i o n  t h e  f a r m e r s  f a c e  t h e  p r o b l e m  of 

p a d d y  p r i c e  a c c o r d i n g  to t h e i r  cost w h i c h  d e p e n d  on the 

y i e l d  a n d  t h e  q u a l i t y  of t h e i r  p r o d u c t s .  T h e  g o o d  

q u a l i t y  p r o d u c t s  a l w a y s  get a b e t t e r  price. T h e  g o v e r n m e n t  

g i v e  P a d d y  L i n k e d  M a r k e t  t h r o u g h  t h e  c o o p e r a t i v e  for get 

r i d  off t h e  m i d d l e m e n  p r o b l e m  in o r d e r  to  t h e  f a r m e r s  

c o u l d  g e t  b e t t e r  income. T h e  g o v e r n t m e n t  r e a l i z e  t h a t  

to h e l p  t h e  f a r m e r s  get b e t t e r  i n c o m e  t h e y  c o u l d  get 

b e t t e r  y i e l d  of r i c e  a n d  get g o o d  q u a l i t y  ri c e  .

So g o v e r n m e n t  g i v e  p r o j e c t  for p r o d u c e  H i g h  Y i e l d  

S e e d s  of r i c e  for p r o p a g a t i o n  t h r o u g h  t h e  c o o p e r a t i v e .

B u a  yai 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  is a p o t e n t i a l
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c o o p e r a t i v e  w h i c h  se l e c t  by 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 m e n t  

(CPD), D e p a r t m e n t  of A g r i c u l t u r a l  (DA) a n d  D e p a r t m e n t  of 

A g r i c u l t u r a l  E x t e n s i o n  (DAE). B u a  Yai 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  got s u b s i d y  funds from g o v e r n m e n t  in W a r e h o u s e ,  D r y i n g  

Field, P a d d y  C o l l e c t i n g  Facility, D i s t r i c t  C e n t r a l  A g r i c u l t u r a l  

P r o d u c t s  a n d  P a d d y  L i n k e d  market. Th i s  c o o p e r a t i v e  is l o c a t e d  

in N a k o r n  R a t c h a s r i m a  p r o v i n c e  in the N o r t h - e a s t  of T h a i l a n d  

w h i c h  h a v e  t h e  soil q u a l l i t y  in the m e d i u m  level for p l a n t i n g  

but it is s u i t i a b l e  for g r o w i n g  H i g h  Y i e l d  S e eds of rice 

e s p e c i a l l y  K h a o  Mali 105 w h i c h  al w a y s  h a v e  s t a b l e  p r i c e  and 

get a large demand. B u a  Yai d i s t r i c t  a r e a  is a b o u t  5 3 2 , 3 1 2  rai, 

a g r i c u l t u r a l  land is about 3 6 0 , 0 6 4  rai a n d  t h e r e  are 3 0 7 ,757 rai 

are p a d d y  land. 55 of f a r m e r  m e m b e r s’ land w h o m  p a r t i c i p a t e  

this p r o j e c t  is i r r i g a t e d  a r e a  u n d e r  the p l a n  of e l e c t r i c  

p u m p  i r r i g a t i o n  s y s t e m  for a g r i c u l t u r a l  p u r p o s e  w h i c h  

b e n e f i t  f r o m  S h e e  River.

2.2 AREA OF PROJECT

T h e  H i g h  Y i e l d  S eeds P r o j e c t  wi l l  be g i v e n  to B u a  Yai 

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  w h i c h  l o c a t e d  a b o u t  397 

k i l o m e t r e s  fr o m  B a ngkok. The v i l e g e s  that wi l l  be c o v e r e d  

by th i s  p r o j e c t  are as f o l l o w

I. B u o  Yai 2. B u o  Lai

3. Sam M u a n g  4. N o n g c h a n g  Yai

5. N o n g  Buo S a - a r d  6. K h u n t o n g

7. H u a y  Y a n g  8. N o n g w a

9. N o n g k a r d  Yai 10. N o n s a m r a r n

II. S e e s u k  12. B o u n g p a l a i
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T h i s  p r o j e c t  a r e a  h a v e  g o o d  i n f r a s t r u c t u r e  ei. 

i r r i g a t i o n  a n d  t r a n s p o r t a t i o n  to f a c i l i t a t e  the o u t f l o w  of 

t h e  produ c t s .

2.3 P R O B L E M  F A C E D  B Y  T H E  FARMERS.

2.3.1 T h e  l i m i t e d  M o n e y  of F armers.

T h e  f a r m e r s  h a v e  l i m i t e d  f u n d  a n d  s o m e  of 

t h e m  h a v e  a lot of d e b t s  to t h e  local 

m e r c h a n t .  T h e  f a r m e r s  sell t h e i r  p r o d u c t s  

as fast as p o s i b l e  a f t e r  h a r v e s t i n g  b e c a u s e  

t h e y  n e e d  m o n e y  to r e p a y  t o  t h e  m e r c h a n t  

a n d  t h a t  is a c a u r s e  of p r o d u c t s’ low price.

2.3.2 F a r m e r s  h a v e  L o w  Y i e l d  S eeds of rice.

T h e  f a r m e r s  a c c u s t o m  to u s e  s e e d s  w h i c h  

t h e y  c o l l e c t e d  from t h e i r  e a r l y  h a r v e s t i n g  

for g r o w i n g  n e w  c rops th u s  f a r m e r s’ 

p r o d u c t i o n  is low so t h e y  h a v e  low income.

2.3.3 D u e  t o  low q u a l i t y  of rice, t h e  f a r m e r s  

are u n a b l e  to c o m p e t e  in t h e  m a r k e t .

2.4 N E E D  A N D  J U S T I F I C A T I O N  F O R  T H E  P R O J E C T .

R i c e  is a m a i n  c r o p  of T h a i l a n d ,  50% of 

a g r i c u l t u r a l  land is p a d d y  land. T h e  g o v e r n m e n t  w a n t  to 

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

c o o p e r a t i v e  in o r d e r  t o  b r i n g  a b o u t  a q u a n l i t a t i v e  a n d  

q u a n t i t a t i v e  i m p r o v e m e n t  in p r o d u c t s  a n d  c o o p e r a t i v e  

s e r v i c e s  to t h e  f a r m e r s  at t h e  g r a s s - r o o t  level.



-  6

H i g h  Y i e l d  S e eds of rice p r o d u c e d  by g o v e r n m e n t  

s e c t o r  w h i c h  get h i g h  cost. T h e  g o v e r n m e n t  s e c t o r  can p r o d u c e  

a b out 3% of d e m a n d  for p r o p a g a t i o n  s eeds of rice, (see 

a p p e n d i x  4) C u r r e n t l y  the f a r m e r s  n e e d  e f f i c i e n c y  in g r o w i n g  

g o o d  q u a l i t y  rice. H i g h  Y i e l d  Seeds is n e c c e s s a r y  in producing.



-  7 -

CMAI^TMIi I I I

3.1 OBJECTIVES

3.1.1 To i n c r e a s e  f a r m e r s’ income.

T h e  f a r m e r s  in t h i s  p r o j e c t  g r o w  r i c e  as 

u s u a l  but t h e y  can i n c r e a s e  t h e i r  inc o m e  

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

m e t h o d  a n d  c h a n g e  t h e  p r o d u c t s  for c o n s u m e r  

to p r o d u c t s  f o r  p r o p a g a t o i n  w h i c h  get 

h i g h e r  price.

3.1.2 To  i n c r e a s e  y i e l d  of rice.

Th e  e f f i c i e n c y  in g r o w i n g  r i c e  of t h e  f a r m e r s  

d e c l i n e  a c c o r d i n g  to t h e  q u a l i t y  of s e eds 

w h i c h  t h e y  ke p t  f r o m  t h e i r  e a r l y  h a r v e s t i n g  

it is a c a u s e  of low yield. T h e  g o v e r n m e n t  

w a n t  t o  e n c o p r a g e  f a r m e r s  to i m p r o v e  t h e i r  

p r o d u c i n g  by use h i g h  y i e l d  seeds.

3.1.3 To i n t r o d u c e / e n c o r a g e  m o d e r n  t e c h n o l o g y  in 

f a r m i n g  to farmers.

CPD c o o r d i n a t e  w i t h  D A  a n d  D A E  for t r a i n i n g  

a n d  g u i d a n c e  55 f a r m e r s  w h o m  p a r t i c i p a t e  

t h i s  p r o j e c t  in t e c h n i q u e  of p r o d u c i n g  H i g h  

Y i e l d  Seeds.

3 . 1 . 4  To p r o v i d e  t h e  q u a l i t y  s e e d s  to t h e  farmers. 

T h e  H i g h  Y i e l d  S e e d s  of r i c e  p r o d u c e  b y  t h e  

th e  g o v e r n m e n t  s e c t o r  o n l y  is not s u f f i c i e n t  

for demand.



3.1.5 To e n c o u r a g e  the f a r m e r s  to p r o d u c e  the 

g o o d  q u a l i t y  rice.

G r o w i n g  rice w i t h  seeds w h i c h  p r o d u c e  

for p r o p a g a t i o n  is a q u a l i t y  c o n t r o l  

m e t h o d  e s p e c i a l l y  H i g h  Y i e l d  S e e d s  

it is a f u n c t i o n  to inc r e a s e  e f f i c i e n c y  

of p r o d u c i n g  rice.

3.1.6 TO e n s u r e  t h e  farmers to h a v e  b e t t e r  

income. P r o d u c i n g  b e t t e r  q u a l i t y  and 

q u a n t i t y  p r o d u c t s  c a use the f a r m e r s  

h a v e  b e t t e r  income.

3.2 A R E A  O F  O P E R A T I O N

The l o c a t i o n  of H i g h  Y i e l d  Seeds p r o d u c i n g  

w i l l  be o p e r a t e d  in B u a  Yai d i s t r i c t  in N a k o r n  R a t c h a s r i m a  

P r o v i n c e  w h i c h  55 f a r m e r s  w h o  p a r t i c i p a t e  this p r o j e c t  

are m e m b e r s  of B u a  Yai A g r i c u l t u r a l  C o o p e r a t i v e  limited.

T h e  c o o p e r a t i v e  got s u b s i d y  from g o v e r n m e n t  in W a r e h o u s e ,  

D r y i n g  Field, P a d d y  C o l l e c t i n g  f a cilities. D i s t r i c t  C e n t r a l  

A g r i c u l t u r a l  P r o d u c t  M a r k e t  a n d  F u n d  of P a d d y  L i n k e d  M a r k e t  

so t h e  p r o j e c t  a r e a  has c o m p l e t e  facili t i e s .  The c o o p e r a t i v e  

is a b o u t  250 k i l o m e t r e s  far fr o m  K h o n k a e n  P l ant P r o p a g a t i o n  

C e n t r e  w h i c h  c o o r d i n a t e  in th i s  p r o j e c t  for p u r c h a s i n g  

p r o d u c t s  in o r d e r  to p r o c e s s i n g  H i g h  Y i e l d  S e e d s  t h e n  

d i s t r i b u t e  to t h e  f armers. M o r e o v e r ,  55 f a r m e r s’ f i e l d  is 

in i r r i g a t i o n  a r e a  a n d  soil q u a l i t y  is s u i t a b l e  for g r o w i n g  

H i g h  Y i e l d  S e e d s  of ri c e  (Khao Mali 105).
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3.3.1 Input S u p p l y

T h e  c o o p e r a t i v e  p r o v i d e  H i g h  Y i e l d  S e eds 

fr o m  DAE, f e r t i l i z e r ,  p e s t i s i d e  etc. 

to t h e  m e m b e r s  in r e s o n a b l e  p r i c e  as loan.

3 .3.2 F a r m  G u i d a n c e

T h e  c o o p e r a t i v e  c o o r d i n a t e  w i t h  DA  a n d  

D A E  for t e c h n i c a l  t r a n s f e r i n g  to the 

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

(May 1996) a n d  t r a i n  t h e  f a r m e r s  a b o u t  

t e c h n i q u e  in p r o d u c i n g  H i g h  Y i e l d  S ^ eds 

of rice for p r o p a g a t i o n  b e f o r e  b e g i n n i n g  

of cr o p  (June 1996). D u r i n g  cr o p  

(July - O c tober) t h e r e  are t e c h n i c i a n  

fr o m  D A E  and c o o p e r a t i v e  s t a f f  w o r k i n g  in 

t h e  f i e l d  for a d v i c e  t h e  far m e r s .

3 . 3.3 M a r k e t i n g

T h e  p r o j e c t’s p r o d u c t s  a r e  H i g h  Y i e l d  

S e eds of r i c e  (Khao M a l i  105) w h i c h  

p u r c h a s e  by K h o n k a e n  P l a n t  P r o p a g a t i o n  

C e n t r e  20 % h i g h e r  t h a n  g e n e r a l  p a d d y  

price. T h e  C e n t r e  wi l l  p r o c e s s i n g  H i g h  

Y i e l d  S e eds a f t e r  p r o c e s s i n g  t h e r e  are 

20 % by w e i h g t  waste. T h e  C e n t r e  will 

d i s t r i b u t e  p r o d u c t s .

3 . 3  P R O JE C T  COMPONENT
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D E T A I L  O F -  O F E R . A T  I O I S J

4.1 INPUT S U P P L Y  A N D  F A R M  G U I D A N C E

The c o o p e r a t i v e  c o o r d i n a t e  w i t h  DA  and DAE 

p r o v i d e  H i g h  Y i e l d  Seeds, f e r t i l i z e r ,  

p e s t i c i d e  etc. a n d  farm g u i d a n c e  to the 

farmers.

4.2 P R O C U R E M E N T

T h e  g o v e r n m e n t  s u b s i d i z e  f u n d  t h r o u g h  the 

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 m e n t  (CPD) in o r d e r  to :

4.2.1 P r o v i d e  H i g h  Y i e l d  Seeds of ri c e  (Khao
4

Mali 105) for p r o p a g a t i o n  from D e p a r t m e n t  

of A g r i c u l t u r a l  E x t e n s i o n  (DAE) to 

d i s t r i b u t e  to t h e  farmers.

4.1.2 P r o v i d e  s u f f i c i e n t  f u nds to the 

c o o p e r a t i v e s . O c c a s i o n a l l y  the 

c o o p e r a t i v e  w i l l  p r o v i d e  loans (3% of 

interrest) to t h e  f a r m e r s  for p r o d u c i n g  

H i g h  Y i e l d  Seeds.

4.1.3 P r o v i d e  s u f i c i e n t  f u nds to t h e  c o o p e r a t i v e  

for c o l l e c t i n g  p r o d u c t s  w h i c h  get 20% h i g h e r  

t h a n  g e n e r a l  p a d d y’s p r i c e  t h e n  c o o p e e r a t i v e  

t r a n s p o r t  t h e  p r o d u c t s  to K h o n k a e n  P l ant 

P r o p a g a t i o n  C e n t r e  for H i g h  Y i e l d  S eeds 

P r o c e s s i n g  t h e n  d i s t r i b u t e .

CHAT>TER I V



4 . 1 . 4  C o o r d i n a t e  w i t h  A g r i c u l t u r e  D e p a r t m e n t  

(AD) and D e p a r t m e n t  of A g r i c u l t u r a l  

E x t e n s i o n  for t e c h n i c a l  t r a n s f e r i n g  to 

t h e  c o o p e r a t i v e  staff a n d  t r a i n i n g  t h e  

f a r m e r s  in a g r i c u l t u r a l  t e c h n i q u e  

a n d  u s i n g  farm m e c h a n i z a t i o n .

4.3 MARKETING
4 .3.1 P O T E N T I A L  M A R K E T S

C u r r e n t l y  the g o v e r n m e n t  p r o v i d e  t h e  

H i g h  Y i e l d  Seeds w h e r e  by it is on l y  

3 % . (see a p p e n d i x— ) Th e  g o v e r n m e n t  

wi l l  e n c o u r a g e d  the c o o p e r a t i v e  to 

p r o v i d e  the H i g h  Y i e l d  S e e d s  to  t h e  

farmers. The g o v e r n m e n t  is t r y i n g  to 

i n c r e a s e  t h e  u s a g e  of t h e s e  s e e d s  from 

3 % to 50 % , the d e m a n d  f o r  h i g h  

q u a l i t y  rice is e n c o u r a g e i n g ,  thus 

it is t h e  o p p o r t u n i t y  for f a r m e r s  to 

p r o d u c e  h i g h  q u a l i t y  r i c e  t h r o u g h  

H i g h  Y i e l d  Seeds, (see a p p e n d i x --- )
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V a r i e t i e s P r o d u c t  i o n s / r a i

G e n e r a l  S eeds 

H i g h  Y i e l d  Seeds

300 kgs 

550 kgs



4.3.2 G o v e r n m e n t  P o l i c y

T he g o v e r n m e n t  want to i m p r o v e  rice 

q u a l i t y  w h i c h  not only inc r e a s e  e f f i c i e n c y  

in a r e a  but al s o  inc r e a s e  f a r m e r s’ income.

In open e c o n o m y  the h i g h  q u a l i t y  a n d  low 

p r o d u c t s  can c o m p e t e  in t h e  market, thus 

the g o v e r n m e n t  t h r o u g h  CPD w h i c h  will 

c o o r d i n a t e  w i t h  DA  and DAE will e n c o u r a g e  

t he c o o p e r a t i v e  to p a r t i c i p a t e  in this 

p r o j e c t  so as most f a r m e r s  can b e n e f i t  

d i r e c t l y  a n d  i n d i r e c t l y  will i n c r e a s e  

the d e m a n d  for q u a n t i t y  rice in t h e  market.
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O G A N I Z A T I O N  A N D  S T R U C T U R E

5.1 ORGANIZATION AND STRUCTURE

T h e  p r o j e c t  will be i m p l e m e n t  by B u a  Yai 

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  in N a k o r n  R a t c h a s r i m a  

p rovi n c e .  T h e  a c t i v i t i e s  of the c o o p e r a t i v e  at t h e  p r e s e n t  

are p r o v i d i n g  credit, p r o c u r i n g  and m a r k e t i n g  t h e  m e m b e r s’ 

pro d u c e s ,  fa r m  input and c o n s u m t i o n  g o o d s  supply. The 

o r g a n i z a t i o n  s t r u c t u r e s  are as f o l l o w  :

5.1.1 M e m b e r s

The o g a n i z a t i o n  is c o m p r i s e d  of 960 m e m b e r s  

w h i c h  55 m e m b e r s  p a t i c i p a t e  in t h i s  project,

5.1.2 B o a r d  of D i r e c t o r

T h e r e  are 15 m e m b e r s  in b o a r d  d i r e c t o r  

w h o m  are are e l e c t e d  f r o m  the m e m b e r s  in 

G e n e r a l  Meeting.

5 .1.3 M a n a g e m e n t  Staff

M a n a g e m e n t  s t a f f  is b o a r d l y  c l a s s i f i e d  

as f o l l o w s  :

1) E x i s t i n g  s taff w h i c h  is c o m p r i s e d  of 

manager, a c c o u n t a n t ,  c ashier, c r e d i t o r ,  

p r o c u r i n g  a n d  m a r k e t i n g  staff, c l e r k  

and w o rkers.

CHAPTER. V



* 2) P r o j e c t  staff is c o m p r i s e d  of v a r i o s e

o f f i c e r s  as b e l o w  :

- P r o j e c t  M a n a g e r

- A c c o u n t a n c e

- P r o c u r i n g  a n d  m a r k e t i n g  s t aff

- F a r m  g u i d a n c e

- D r i v e r

5.2 ROLE OF ORGANIZATION

5.2.1 M e m b e r s

T h e r e  are 55 m e m b e r s  p a r t i c i t a t e  in this 

project. Th e y  must get t r a i n i n g  c o u r s e  

w h i c h  p r o v i d e  by CPD c o l l a b a r a t e d  w i t h  

Da  and DAE. 55 m e m b e r s  g r o w  550 rai of 

H i g h  Y i e l d  Seeds of ri c e  (10 rai per a 

member) and se l l  the^ir p r o d u c t s  to the 

c o o p e r a t i v e .

5.2.2 B o a r d  of D i r e c t o r s

T h e y  m a k e  the p o l i c i e s  in a c c o r d a n c e  

w i t h  t h e  p r o j e c t  o p e r a t i o n  a n d  m a k e  

d e c i s i o n  on t h e  o p e r a t i o n  policy.

5 .2.3 M a n a g e m e n t  Staff

- G e n e r a l  M a n a g e r

He is r e s p o n s i b l e  for t h e  c o o p e r a t i v e  

a d m i n i s t r a t i o n  i n c l u d i n g  t h e  p r o j e c t  too.

- E x i s t i n g  St a f f s

T h e y  are c h a r g e  of t h e i r  f o r m e r  du t i e s  

an d  s u p p o r t  t h e  p r o j e c t  o p e r ation.
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P r o c u r i n g  a n d  M a r k e t i n g  S t a f f  

T h e y  p r o v i d e  s e e d s ,  f e r t i l i z e r ,  

p e s t i c i d e  e t c .  f o r  s u p p l y  l o a n  i n  t h i s  

p r o j e c t . A f t e r  h a r v e s t i n g  i n  e a c h  c r o p  

( e a r l y  N o v e m b e r ) t h e y  p r o c u r e  f a c i l i t i e s  

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

t o  K h o n k a e n  P l a n t  P r o p a g a t i o n  C e n t r e .  

D r i v e r

He t a k e  c h a r g e  o f  h i s  f o r m e r  d u t y  a n d  

s u p p o r t  t h i s  p r o j e c t  f o r  t r a n s p o r t a t i o n  

p u r p o s e .

A c c o u n t a n t

S h e  t a k e  c h a r g e  o f  h e r  f o r m e r  d u t y  a n d  

a c c o u n t  f o r  t h i s  p r o j e c t ,  a n d  t h e y  w i l l  

b e  a s s i s t e d  b y  c a s h i e r  i n  a r r a n g e i n g  

f i n a n c e .



F -  I  N A 3 M C  I  A L  A 3 M A L Y S I S

F i n a n c i a l  a n a l y s i s  o f  t h e  p r o j e c t  h a s  b e e n  k e e p i n g  

t h e  f o l l o w i n g  m a i n  a s s u m t i o n  :

1 .  T h e  p r o j e c t  p e r i o d  i s  4  y e a r s .

2 .  G o v e r n m e n t  s u b s i d i z e  f u n d  t h r o u g h  CPD f o r :

2 . 1  S u p p o r t i n g  l o a n  o f  f r e e  i n t e r e s t  t h r o u g h  

c o o p e r a t i v e  f o r  p r o v i d e  l o a n  3% o f  i n t e r e s t  

r a t e  t o  t h e  m e m b e r s .

2 . 2  S u p p o r t i n g  l o a n  o f  f r e e  i n t e r e s t  t o  c o o p e r a t i v e  

f o r  c o l l e c t i n g  p r o d u c t s .

2 . 3  S u p p o r t i n g  g r a n t  a i d  f o r  t r a n s p o r t a t i o n  

p r o d u c t s .

6 . 1  PROJECT COST

I t  i s  e s t i m a t e d  t h a t  t h e  c o s t  o f  p r o d u c i n g  H i g h  

Y i e l d  S e e d s  o f r i c e  a s  f o l l o w  :
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C H A P T E R  V I

V a r i a b l e  C o s t 1 , 5 0 8 b a h t / r a i

F i x e d  C o s t 2 0 6 b a h t / r a i

T o t a l  C o s t 1 , 7 6 8 b a h t / r a i

Y i e l d / r a i 5 5 0 k g s

R e v n u e  ( 5 . 0 4  b a h t / k g ) 2 , 7 7 2 b a h t

N e t  P r o f i t 1 , 0 0 4 b a h t

A g r . L a n d / m e m b e r 10 r a i

N e t  P r o f . / m e m b e r 1 0 , 0 4 0 b a h t

( D e t a i l  s e e  i n  a p p e n d i x  9 )
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T h e r e  a r e  5 5  m e m b e r s  whom p a t i c i p a t e d  i n  t h i s  

p r o j e c t  s o  i t  c o v e r e d  a r e a  a b o u t  5 5 0  r a i .  T h e  c o o p e r a t i v e  

n e e d  9 3 5 , 0 0 0  b a h t  f o r  p r o v i d e  l o a n  t o  t h e  m e m b e r s .

Y i e l d  p e r  r a i  i s  a b o u t  5 5 0  k i l o g r a m s ,  t h i s  

p r o j e c t  c a n  p r o d u c e  3 0 2 , 5 0 0  k i l o g r a m s . T h e  r e m u n e r a t i v e  p r i c e s  

i s  5 . 0 4  b a h t / k g s .  T h e  c o o p e r a t i v e  n e e d  a b o u t  1 , 5 3 0 , 0 0 0  b a h t  

f o r  c o l l e c t i n g  p r o d u c t s .

I n c o m e  e s t i m a t a t i o n  i s  a b o u t  2 7 , 7 2 0  b a h t  p e r  

m e m b e r , t o t a l  c o s t  p e r  m e m b e r  i s  a b o u t  1 7 , 6 8 0  b a h t  s o  n e t  

p r o f i t  p e r  m e m b e r  i s  1 0 , 0 4 0  b a h t ,  i n  T h a i l a n d  a g r i c u l t u r a l  

p r o d u c t s  a r e  e x e m t i o n ,  t h e  n e t  p r o f i t  o f  t h i s  p r o j e c t  i s  

a b o u t  5 5 2 , 2 0 0  b a h t .

T h i s  p r o j e c t  e v a l u a t e  i n  t e r m  o f  e c o n o m i c  

e f f i c i e n c y  w h i c h  g o v e r n m e n t  c o l l a b o r a t e  w i t h  c o o p e r a t i v e  

f o r  i m p r o v m e n t  o f  e f f i c i e n c y  i n  g r o w i n g  r i c e .
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OHAJPTEl^. V I  I

B U D G E T

T h e  t o t a l  p r o j e c t  i n v e s t m e n t  c o s t  i s  a b o u t

2 , 4 6 8 , 5 0 0  b a h t  w h i c h  i s  s u b s i d y  f u n d  f r o m  t h e  g o v e r n m e n t  

t h r o u g h  CPD a s  m e d i u m  t e r m  l o a n  f o r  c o o p e r a t i v e .  T h e  

c o o p e r a t i v e  p r o v i d e  s h o r t  t e r m  l o a n  w i t h  3% o f  i n t e r e s t  

r a t e  p e r  y e a r .  T h e  r e v e n u e  o f  3% o f  i n t e r e s t  a r e  p r o j e c t  

m a n a g e m e n t  e x p e n d i t u r e  o f  c o o p e r a t i v e .

CPD p r o v i d e  s u f f i c i e n t  f u n d  o f  f r e e  i n t e r e s  

t o  t h e  c o o p e r a t i v e i n  t h e  f i r s t  y e a r  ( S e e  a p p e n d i x  1 0 )  

a s  m e d i u m  t e r m  l o a n  w h i c h  t h e  c o o p e r a t i v e  w i l l  r e p a y  i n  

t h e  f o r t h  y e a r ( p r o j e c t ’ s  p e r i o d  i s  4  y e a r s ) .  T h e  c o o p e r a t i v e  

w i l l  p r o v i d e  l o a n  i n  k i n d  t o  t h e  f a r m e r  m e m b e r s  f o r  e a c h  

c r o p  a s  s h o r t  t e r m  l o a n .
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C H A P T E R  V I X I

R E C O M M E N D A T I O N

T h i s  p r o j e c t  i s  a g o v e r n m e n t  p o l i c y  i n  d e v e l o p i n g  

e f f i c i e n c y  i n  g r o w i n g  r i c e .  T h e  a v e r a g e  y i e l d  o f  r i c e  i s  a b o u t  

3 0 0  k i l o g r a m s  p e r  r a i  b u t  i n  t h i s  p r o j e c t  b y  u s i n g  H i g h  Y i e l d  

S e e d s  t h e  p r o d u c t i v i t y  i n c r e a s e  t o  5 5 0  k i l o g r a m s  p e r  r a i .  

B e n e f i t  f r o m  t h i s  p r o j e c t  a r e  a s  f o l l o w  :

WITHOUT PROJECT WITH PROJECT UNIT

L a n d

Y i e l d

P r o d u c t s

P r i c e

R e v e n u e

C o s t

5 5 0

3 0 0

1 6 5 . 0 0 0

4 . 2

6 9 3 . 0 0 0

1 , 0 1 3

5 5 0

5 5 0

3 0 2 , 5 0 0

5 . 0 4

1 , 5 2 4 , 6 0 0

1 , 7 6 8

r a i

k g s / r a i

k g s

b a h t / k g  

b a h t

b a h t / r a i

T o t a l  C o s t 5 5 7 , 1 5 0 9 7 2 , 4 0 0 b a h t

N e t  P r o f i t  1 3 5 , 8 5 0

N e t  P r o f i t / f a r m e r  2 , 4 7 0

5 5 2 , 2 0 0

1 0 , 0 4 0

b a h t

b a h t

T h e  5 5  f a r m e r  m e m b e r s  whom p a r t i c i p a t e d  i n  t h i s  

p r o j e c t  c a n  g e t  b e n e f i t  f r o m  t h i s  p r o j e c t  d i r e c t l y ,  t h e y  

w i l l i g e t  e x c e s s  p r o f i t  a b o u t  2 , 4 7 0  b a h t  p e r  m e m b e r .



I n  t h i s  p r o j e c t  t h e  g o v e r n m e n t  w a n t  t o  i m p r o v e  

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

o f  p r o d u c t s .  T h e  p r o d u c e s  f r o m  t h i s  p r o j e c t  a r e  3 0 2 , 5 0 0  

k i l o g r a m s  a f t e r  H i g h  Y i e l d  S e e d s  p r o c e s s i n g  t h e r e  w i l l  b e

2 4 2 , 0 0 0  k i l o g r a m s .  G r o w i n g  r i c e  n e e d s  1 0  k i l o g r a m s  p e r  r a i ,  

f r o m  t h i s  p r o j e c t  H i g h  y i e l d  S e e d s  o f  r i c e  i s  s u f f i c i e n t  

f o r  2 4 , 2 0 0  r a i  t h u s  i n d i r e c t l y  b e n e f i t  a r e  a s  f o l l o w  :
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WITHOUT PROJECT WITH PROJECT UNIT

L a n d

Y i e l d

P r o d u c t s

P r i c e

R e v e n u e

C o s t

T o t a l  C o s t

2 4 , 2 0 0

3 0 0

7 , 2 6 0 , 0 0 0

4 . 2

3 0 , 4 9 2 , 0 0 0

1 , 0 1 3

2 4 , 5 1 4 , 6 0 0

2 4 , 2 0 0

5 5 0

1 3 . 3 1 0 . 0 0 0

4 . 2

5 5 . 9 0 2 . 0 0 0

1 , 7 6 8

4 2 , 7 8 5 , 6 0 0

r a i

k g s / r a i

k g s

b a h t / k g  

b a h t

b a h t / r a i  

b a h t

N e t  P r o f i t 5 , 9 7 7 , 4 0 0 1 3 , 1 1 6 , 4 0 0 b a h t

N e t  P r o f i t / r a i 2 4 7 5 4 2 b a h t

I n c r e a s i n g  o f  p r o d u c t i v i t y  f r o m  7 , 2 6 0 , 0 0 0  k i l o g r a m s  

t o  1 3 , 3 1 0 , 0 0 0  k i l o g r a m s  w h i c h  g e t  e x c e s s  6 , 0 5 0 , 0 0 0  k i l o g r a m s ,  

t h e  r e m u n e r a t e  p r i c e  e s t i m a t e d  a s  g e n e r a l  p a d d y .  G r o w i n g  r i c e  

w i t h  H i g h  Y i e l d  S e e d s  i s  a  q u a l i t y  c o n t r o l  m e t h o d  t h e  p r o d u c e s  

w i l l  g e t  g o o d  q u a l i t y  w h i c h  s h o u l d  g e t  b e t t e r  p r i c e .  M o r e o v e r ,



t h e  c o o p e r a t i v e  c a r r y  o u t  P a d d y  L i n k e d  M a r k e t  b u s i n e s s ,  

t o  e n c o u r a g e  t h e  f a r m e r  m e m b e r s  u s e  H i g h  Y i e l d  S e e d s  f o r  

g r o w i n g  r i c e  i s  a  s t r a t e g y  f o r  e x t e n s i o n  t h e  b u s i n e s s .

T h e  c o o p e r a t i v e  w i l l  b e  c o l l a b o r a t e d  w i t h  t h e  

o t h e r  c o o p e r a t i v e s  f o r  c a r r y  o u t  b u s i n e s s  o f  H i g h  Y i e l d  S e e d s  

o f  r i c e ,  w h i c h  i n  1 9 9 9  t h e  g o v e r n m e n t  w i l l  i n v e s t  i n  P h i m a i  

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  f o r  H i g h  Y i e l d  S e e d s  

P r o c e s s i n g  P l a n t  i t  i s  a b o u t  6 8  k i l o m e t r e s  f a r  f r o m  B u a  Y a i .

T h i s  p r o j e c t  i s  a  p i l o t  p r o j e c t ;  i t  c a n  b e  o p e r a t e d  

a n y w h e r e  H i g h  Y i e l d  S e e d s  o f  r i c e  c a n  b e  g r o w n  a n d  l o c a t i o n  

i s  s u i t a b l e .

-  21 -
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Appendix 1. Value of agricultural exports,1989-1993

unit: million bahts

Products 1989 1990 1991 1992 1993

Rice

Rice products

Food crope

Cassava products

Sugar and products

Oil seeds

Vegetable oils

Fiber crops

Fruits and products

Other food products

Rubber and products

Milk products

Fertilizer and pesticides

Fishery products

4 5 , 4 6 2 . 3

9 2 6 . 5

6 , 6 0 7 . 1

2 3 . 9 7 4 . 8

2 0 . 2 0 4 . 8

3 1 3 . 0

1 4 8 . 6

7 , 8 9 7 . 6

8 , 5 0 7 . 3

1 , 8 9 8 . 8

3 1 . 9 5 2 . 6

2 3 1 . 3

1 2 5 . 6

5 0 . 0 0 2 . 6

2 7 , 7 6 9 . 5

1 . 0 3 7 . 6

7 , 1 5 0 . 4

2 3 . 1 3 6 . 8

1 9 . 1 1 9 . 1

5 2 1 . 7

1 5 4 . 5

8 , 4 3 8 . 2

1 1 . 1 9 8 . 1

2 . 4 0 8 . 6

3 0 . 1 5 5 . 9

2 9 5 . 8

2 5 3 . 6

5 7 . 8 0 2 . 2

3 0 , 5 1 5 . 8

1 , 2 3 7 . 6

7 , 1 1 7 . 5

2 3 . 1 7 5 . 1

1 6 , 6 6 9 . 7

4 2 0 . 4

1 5 8 . 8

8 . 6 6 9 . 9

1 4 , 8 3 6 . 3

3 . 2 7 9 . 9

3 2 , 1 5 6 . 6

,3 0 7 .2

3 8 0 . 8

7 3 . 9 5 8 . 1

3 6 . 2 1 3 . 8

1 , 5 2 1 . 8

3 . 4 8 6 . 1

2 7 . 5 9 2 . 8

2 0 , 6 7 5 . 5

3 4 7 . 7

1 6 0 . 9

8 , 9 5 3 . 6

1 6 . 0 5 8 . 9

4 . 3 6 3 . 2

3 8 , 1 3 7 . 1

3 5 7 . 6

2 9 1 . 6

7 8 , 1 9 0 . 4

3 2 , 9 4 6 . 6

1 , 7 4 9 . 7

3 , 8 3 5 . 9

1 9 . 5 5 2 . 1

1 3 . 3 8 8 . 5

2 1 5 . 7

1 6 5 . 2

8 , 9 6 7 . 5

1 4 . 2 9 9 . 2

5 , 0 8 0 . 2

4 0 . 6 3 1 . 2

5 2 7 . 5

3 1 5 . 2

8 6 . 1 9 1 . 6

SOURCE : OFFICE OF AGRICULTURAL ECONOMICS
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B a h t / r a i

V a r ia J j le  C o s t  1 , 5 8 0

1.  Labor  C o s t  909

1 . 1  T i l l i n g  164

1 . 2  S e e d l i n g  170

1 . 3  C u l t i v a t i o n  P r a c t i c e  114

1 . 4  H a r v e s t  345

1 . 5  S e e d s  C o n d i t i o n i n g  116

2 .  M a t e r i a l  540

2 . 1  S e e d s  70

2 . 2  F e r t i l i z e r  233

2 . 3  P e s t  C o n t r o l  72

2 . 4  O th er  165

3 .  M i s c e l l a n o u s  58

3 . 1  R e p a ir in g  o f  Equipm ent 11

3 .2  I n t e r e s t  O p p o r tu n ity  C o st 47

F ix e d  C o st  260

1 . T ax O p p o r tu n ity  c o s t  o f  Land 224

2 . D e p r e c ia t io n  o f  Equipm ent 36

T o t a l  C o st p e r  R a i 1 ,7 6 8

A g r ic u l t u r a l  land/m em ber 10 r a i

Y i e l d / r a i  550  k g s .

R evenue ( 5 . 0 4  b a h t /k g . )  2 , 7 7 2  b a h t

N e t P r o f i t  p e r  R a i 1 , 0 0 4  b a h t

N et P r o f i t  p e r  Mamber 1 0 0 ,0 4 0  b a h t

C o s t / t o n  ' 3,215  b a h t

R e v e n u e /to n  5 , 0 4 0  b a h t

N e t P r o f i t / t o n  1 , 8 2 4  b a h t

Appendix 9. Production Cost of High Yield Seeds of Rice



Appendix 10 : Implmentation Scedule of the High Yield Seeds

A c t i v i t i e s Jan Feb Mar Apr May Jun J u l Aug Sep O ct Nov Dec

1 I n t e r n a l  D e c is io n  

M aking

*

2 S e l e c t i n g  P o t e n t ia l  

Farm er Members

* *

3 T r a in in g  Coop. S t a f f *

4 T r a in in g  Farm ers *

5 G e t t in g  t h e  Gtovt. 

S u b s id y  Fund

*

6 P r o v id e  Loan in  K ind  

t o  t h e  Farm ers

7 Crop B e g in n in g #

8 H a r v e s t in g

9 C o l l e c t i n g #

*  The f i r s t  y e a r  a c t i v i t i e s

#  The a n n u a l y e a r  a c t i v i t i e s
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Appendix 1. Value of agricultural exports,1989-1993

unit: million bahts

P r o d u c ts 1989 1990 1991 1992 1993

R ic e

R ic e  p r o d u c ts

Food c r o p e

C a ssa v a  p r o d u c ts

S ugar and p r o d u c ts

O i l  s e e d s

V e g e ta b le  o i l s

F ib e r  c r o p s

F r u i t s  and p r o d u c ts

O th er fo o d  p r o d u c ts

Rubber and p r o d u c ts

M i l k  p r o d u c ts

F e r t i l i z e r  and p e s t i c i d e s

F is h e r y  p r o d u c ts

4 5 , 4 6 2 . 3

9 2 6 .5

6 , 6 0 7 . 1

2 3 . 9 7 4 .8

2 0 . 2 0 4 .8

3 1 3 .0

1 4 8 .6

7 , 8 9 7 . 6

8 , 5 0 7 . 3

1 , 8 9 8 .8

3 1 . 9 5 2 .6

2 3 1 .3

1 2 5 .6

5 0 . 0 0 2 . 6

2 7 , 7 6 9 . 5

1 . 0 3 7 . 6

7 , 1 5 0 . 4

2 3 . 1 3 6 . 8

1 9 . 1 1 9 .1

5 2 1 .7

1 5 4 .5

8 , 4 3 8 . 2

1 1 . 1 9 8 .1

2 . 4 0 8 . 6

3 0 . 1 5 5 . 9

2 9 5 .8

2 5 3 .6

5 7 . 8 0 2 . 2

3 0 , 5 1 5 .8

1 , 2 3 7 .6

7 , 1 1 7 . 5

2 3 . 1 7 5 .1

1 6 ,6 6 9 .7

4 2 0 .4

1 5 8 .8

8 . 6 6 9 . 9

1 4 , 8 3 6 .3

3 . 2 7 9 .9

3 2 ,1 5 6 .6

,3 0 7 .2

3 8 0 .8

7 3 . 9 5 8 . 1

3 6 . 2 1 3 . 8

1 , 5 2 1 . 8

3 . 4 8 6 . 1

2 7 . 5 9 2 . 8

2 0 , 6 7 5 . 5

3 4 7 .7

1 6 0 .9

8 , 9 5 3 . 6

1 6 . 0 5 8 . 9

4 . 3 6 3 . 2

3 8 , 1 3 7 . 1

3 5 7 .6

2 9 1 .6

7 8 , 1 9 0 . 4

3 2 , 9 4 6 . 6

1 , 7 4 9 . 7

3 , 8 3 5 . 9

1 9 . 5 5 2 . 1

1 3 . 3 8 8 . 5

2 1 5 .7

1 6 5 .2

8 , 9 6 7 . 5

1 4 . 2 9 9 .2

5 , 0 8 0 . 2

4 0 . 6 3 1 . 2

5 2 7 .5

3 1 5 .2

8 6 . 1 9 1 . 6

SOURCE : OFFICE OF AGRICULTURAL ECONOMICS
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B a l i t /r a i

V a r ia b le  C o st  1 ,5 8 0

1 . LaJjor C o st 909

1 . 1  T i l l i n g  164

1 . 2  S e e d l in g  170

1 .3  C u l t iv a t io n  P r a c t i c e  114

1 .4  H a r v e s t  345

1 .5  S eed s  C o n d it io n in g  116

2 . M a te r ia l  540

2 .1  S eed s  70

2 .2  F e r t i l i z e r  233

2 .3  P e s t  C o n tr o l 72

2 .4  O th er 165

3 . M is c e l la n o u s  58

3 .1  R e p a ir in g  o f  Equipm ent 11

3 .2  I n t e r e s t  &. O p p o r tu n ity  C o st 47

4

F ix e d  C o s t  26 0

1 . T ax Ei O p p o r tu n ity  c o s t  o f  Land 224

2 . D e p r e c ia t io n  o f  Equipm ent 36

T o t a l  C o st p e r  R a i , 1 ,7 6 8

A g r ic u l t u r a l  land/m em ber 10 r a i

Y i e l d / r a i  550  k g s .

R evenue ( 5 . 0 4  b a h t / k g . ) 2 , 7 7 2  b a h t

N et P r o f i t  p e r  R a i 1 , 0 0 4  b a h t

N et P r o f i t  p e r  Mamber 1 0 0 ,0 4 0  b a h t

C o s t / to n  3 , 2 1 5  b a h t

R e v e n u e /to n  5 , 0 4 0  b a h t

N et P r o f i t / t o n  1 , 8 2 4  b a h t

Appendix 9. Production Cost of High Yield Seeds of Rice



Ai^ndix 10 : Implefflentation Scedule of the High Yield Seeds

A c t i v i t i e s Jan Feb Mar Apr May Jun J u l Aug Sep O ct Nov D ec

1 I n t e r n a l  D e c is io n  

Making

*

2 S e l e c t i n g  P o t e n t ia l  

Farm er Members

* *

3 T r a in in g  Coop. S t a f f *

4 T r a in in g  Farm ers *

5 G e t t in g  t h e  G o v t. 

S u b s id y  Fund

*

6 P r o v id e  Loan in  K ind  

t o  t h e  Farm ers

7 Crop B e g in n in g #

8 H a r v e s t in g #

9 C o l l e c t i n g #

*  The f i r s t  y e a r  a c t i v i t i e s

#  The an n u a l y e a r  a c t i v i t i e s
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I t  i s  e s t i m a t e d  t h a t  t h e  c o s t  o f  p r o d u c i n g  H i g h  Y i e l d  

S e e d s  o f  R i c e  a s  f o l l o w  :

6.1 PROJECT COST

L a b o r  C o s t

M a t e r a i l

M i s c e l l a n o u s

TOTAL COST PER RAI

9 0 9

5 4 0

5 8

b a h t / r a i  

b a h t / r a i  

b a h t / r a i

1 , 5 0 7  b a h t / r a i

Y i e l d / r a i

R e v e n u e  ( 5 . 0 4  b a h t / k g )

5 5 0  k g s

2 , 7 7 2 b a h t / r a i

N e t  P r o f i t 1 , 2 6 5 b a h t / r a i

A g r .  L a n d  /  M em ber 1 0 r a i

N e t  P r o f i t  /  M em ber 1 2 , 6 5 0 b a h t



-  1 9  -

WITHOUT PROJECT WITH PROJECT UN IT

L a n d

Y i e l d

P r o d u c t s

P r i c e

R e v e n u e

C o s t

T o t a l  C o s t  

N e t  P r o f i t  

N e t  P r o f i t / F a r m e r

5 5 0

3 0 0

1 6 5 . 0 0 0

4 . 2

6 9 3 . 0 0 0  

1 , 0 1 3

5 5 7 , 1 5 0

1 3 5 , 8 5 0  

2 , 4 7 0

5 5 0

5 5 0

3 0 2 , 5 0 0

5 . 0 4

1 , 5 2 4 , 6 0 0

1 , 5 0 7

8 2 8 , 8 5 0

6 9 5 , 7 5 0

1 2 , 6 5 0

r a i

k g s / r a i

k g s

b a h t / k g  

b a h t

b a h t / r a i

b a h t

b a h t

b a h t
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WITHOUT PROJECT WITH PROJECT UNIT

Land
Yield
Products
Price

Revenue

Cost

Total Cost 

Net Profit 

Net Profit/rai

2 4 , 2 0 0

3 0 0

7 , 2 6 0 , 0 0 0

4 . 2

3 0 , 4 9 2 , 0 0 0  

1 , 0 1 3

2 4 , 5 1 4 , 6 0 0

5 , 9 7 7 , 4 0 0  

2 4 7

2 4 , 2 0 0

5 5 0

1 3 . 3 1 0 . 0 0 0

4 . 2

5 5 . 9 0 2 . 0 0 0  

1 , 5 0 7

3 6 , 4 6 9 , 4 0 0

1 9 , 4 3 2 , 6 0 0

8 0 3

rai
kgs/rai
kgs
baht/kg

baht

baht/rai

baht

baht

baht



Appendix 9 Production Cost of High Yield Seeds of Rice

b a h t / r a i

1 .  l a b o r  C o s t  9 0 9

1 . 1  T i l l i n g  1 6 4

1 . 2  C a l t i v a t i o n  P r a c t i c e  1 1 4

1 . 3  S e e d l i n g  1 7 0

1 . 4  H a r v e s t  3 4 5

1 . 5  S e e d s  C o n d i t i o n i n g  1 1 6

2 .  M a t e r a i l  5 4 0

2 . 1  S e e d s  70

2 . 2  F e r t i l i z e r  2 3 3

2 . 3  P e s t  Kk D i s e a s e  C o n t r o l  1 6 5

2 . 4  O t h e r  7 2

3 .  M i s c e l l a n o u s  5 8

3 . 1  R e p a i r i n g  o f  E q u i p m e n t  11

3 . 2  I n t e r e s t  & O p p o r t u n i t y  C o s t  4 7

TOTAL COST 1,507
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THAI BINH TOWN i s  a  r u r a l  a r e a  o f  2 3 , 6 0 0  h e c t a r e s  w i t h  a n  

a p p r o x i m a t e  p o p u l a t i o n  o f  m o r e  t h a n  1 5 0 , 0 0 0 .  T h i s  t o w n  i s  

b a s i c a l l y  a n  a g r i c u l t u r a l  c r o p .  D u e  t o  t h e  i n a d e q u a t e  

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

f a r m e r s  h a v e  v e r y  l o w  f a r m  p r o d u c t i o n .  T h e  a v e r a g e  l a n d  

h o l d i n g  o f  a  h o u s e h o l d  i s  o n l y  0 . 7  h e c t a r e s . T h i s  m a k e s  a  

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

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

INTRODUCTION

O t h e r  s o u r s e s  o f  i n c o m e  o f  t h e  h o u s e h o l d  i s  r a i s i n g  l i v e 

s t o c k ,  l i k e  p i g s ,  c a t t l e ,  c h i c k e n  a n d  g o a t s ,  b u t  o n  a  

m i n i m a l  b a s i s  o n l y .  T h e  h o u s e h o l d ,  a t  t i m e s ,  e n g a g e  i n  

p l a n t i n g  o t h e r  c r o p s ,  l i k e  v e g e t a b l e  a n d  f r u i t s ,  b u t  

j u s t  e n o u g h  f o r  h o u s e h o l d  c o n s u m p t i o n .  T h e r e  i s  a  n e e d  

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

o f  t h e  r u r a l  h o u s e h o l d .

T h e  p e r c e n t a g e  o f  h o u s e h o l d  b e l o w  t h e  p o v e r t y  l i n e  g o e s  

a s  f a r  a s  40%, a n d  s o m e  30% m a y  j u s t  h a v e  e n o u g h  f o r  a  

y e a r  s u b s i s t a n c e .  A r o u n d  30% a r e  h a v i n g  a n  i n c o m e  s l i g h -  

l y  a b o v e  t h e  a v e r a g e  s t a n d a r d  o f  l i v i n g  i n  t h e  a r e a .



J u t e  p l a n t s  a r e  e a s y  t o  p r o d u c e  i n  THAI BINH TOWN, b e c a u s e  

t h e  b a n k s  o f  t h e  R e d  R i v e r  T r a v e r s e  t h e  t o w n ,  a n d  i t  i s  

i n  t h i s  a r e a  w h e r e  j u t e  i s  p l a n t e d .  T h e r e  a r e  s m a l l  

p r o d u c e r s  o f  J u t e  p r o d u c t s  i n  t h e  a r e a  c o n s i s t i n g  o f  

r u g s , c a r p e t s ,  d o o r  m a t s ,  h o u s e h o l d  d e c o r s ,  c e n t e r  p i e c e s  

a n d  o t h e r  i t e m s .  B u t  t h e  d e m a n d  o f  f i n i s h e d  p r o d u c t s  m a d e  

o f  J u t e  i s  u n l i m i t e d ,  a n d  t h e r e  i s  a n  e x p o r t  p o s s i b i l i t y  

a n d  m a r k e t  d e m a n d  f o r  t h e  p r o d u c t ,  e s p e c i a l l y  i f  q u a l i t y

i s  g i v e n  p r i o r  c o n s i d e r a t i o n .  T h e r e  i s  a  n e e d  t o  p r o m o t e  

a n d  d e v e l o p  t h e  i n d u s t r y .

T h e  r u r a l  h o u s e h o l d  n e e d  t o  i n c r e a s e  i t s  i n c o m e  a n d  i m p r o v e  

i t s  l i v i n g  c o n d i t i o n . T h e  o p p o r t u n i t y  f o r  a  b e t t e r  l i f e  

i s  p o s s i b l e  i n  t h i s  u n d e v e l o p e d  i n d u s t r y ,  s o  t h e  T h a i  

B i n h  c o o p e r a t i v e  F e d e r a t i o n  i s  s p e a r h e a d i n g  t h e  e s t a b  

l i s h m e n t  o f  a  JUTE PRODUCTS FACTORY, w i t h  a  t o t a l  C a p i t a l  

o f  1 , 5 8 6  m i l l i o n  D o n g .  ( $ 1 5 0 , 0 0 0 )



SUMMARY

CHAPTER 1

1 . 1  T h e  P r o j e c t  i s  t o  e n c o u r a g e  h o u s e h o l d s  o f  T h a i  

B l n h  t o w n  t o  i n c r e a s e  t h e i r  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  c o n d i t i o n  t h r o u g h  i n c r e a s e  p r o d u c t i o n  

o f  J u t e  P r o d u c t s .

1 . 2  T h e  J u t e  P r o d u c t s  F a c t o r y  p r o j e c t  w i l l  t r a i n  t h e  

h o u s e h o l d  t o  p l a n t  J u t e  a n d  p r o c e s s  i t  f o r  s a l e  

t o  t h e  f a c t o r y .

1 . 3  T h e  T h a i  B i n h  C o o p e r a t i v e  F e d e r a t i o n  w i l l  e s t a b 

l i s h  t h e  f a c t o r y  a n d  o p e r a t e  i t  f o r  t h e  p r o d u c t i o n  

o f  J u t e  p r o d u c t s  p r o d u c e d  b y  i t s  p r i m a r y  s o c i e t y  

m e m b e r s .

1 . 4  T h e  J u t e  f a c t o r y  w i l l  p r o d u c e  p r o d u c t s  f o r  l o c a l ,  

a s  w e l l  a s ,  f o r  e x p o r t  m a r k e t .

1 . 5  T h e  m a i n  o b j e c t  o f  t h i s  p r o j e c t  i s  t o  i m p r o v e  t h e  

h o u s e h o l d  i n c o m e  o f  t h e  m e m b e r s  o f  t h e  p r i m e r y  

s o c i e t i e s  u n d e r  t h e  T h a i  B i n h  C o o p e r a t i v e  F e d e r a t i o n



1 1 . 6  T h e  t a r g e t  h o u s e h o l d  o f  t h i s  p r o j e c t  a r e  t h o s e  

w i t h  a n  a v e r a g e  l a n d h o l d i n g  o f  0 . 7  h e c t a r e s  a n d  

b e l o w  t h e  a v e r a g e  i n c o m e  l e v e l .

1 . 7  T h e  p r o p o n e n t  o f  t h i s  p r o j e c t  i s  t h e  T h a i  B i n h  

C o o p e r a t i v e  F e d e r a t i o n ,  w h i c h  h a s  1 2  p r i m a r y  

a f f l i a t e s  w i t h  3 0 , 0 0 0  i n d i v i d u a l  m e m b e r s .

1 . 8  The total investment of this project is 1 , 5 8 6  

million Dong,( $ 1 5 0 , 0 0 0 )  Distributed to;
l a n d

b u i l d i n g

Furniture & equipment 
Training

1 . 9  The sources of Funds shall be from:

Members gguity 
Government subsidy 
Loan



T h e  V i e t n a m e s e  f a r m e r  h a s  b e e n  b u r d e n e d  w i t h  l o w  i n c o m e ,  

l i t t l e  l a n d h o l d i n g  a n d  l a c k  o f  f i n a n c i a l  a n d  t e c h n o l o g i c a l  

a s s i s t a n c e  f r o m  c o n c e r n e d  a g e n c i e s  o f  t h e  G o v e r n m e n t .

T h i s  i s  c o m p o u n d e d  w i t h  t h e  a b s e n c e  o f  o t h e r  t h a n  f r o m  

a g r i c u l t u r a l  a c t i v i t y ,  t h u s  g i v i n g  t h e  f a r m e r  a  v e r y  

s l o w  i m p r o v e m e n t  i n  t e r m s  f o  i n c o m e  a n d  p r o g r e s s .

T h e  V i e t n a m e s e  f a r m e r  i s  a l s o  a t  t i m e r  a  v i c t i m  o f  

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

f a r m  i n p u t s  l i k e  f e r t i l i z e r ,  s e e d s  a n d  c a s h  f o r  l a b o u r  

D u e  t o  h i s  l i m i t e d  l a n d h o l d i n g  a n d  m e g e r  i n c o m e ,  t h e  

t h e  V i e t n a m e s e  f a r m e r  h a s  n e v e r  t h e  o p p o r t u n i t y  t o  

p r o g r e s s .

D u e  t o  t h e  i n a d e q u a t e  i r r i g a t i o n  f a c i l i t i e s ,  p e o p l e  

o f  t h e  a r e a  h a v e  o n l y  o n e  o r  t w o  p l a n t i n g  s e a s o n s .

T H e r e  i s  t h e r e f o r e  a n  u r g e n t  n e e d  t o  d i v e r s i t y  t h e  

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

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

t o  b e  m o r e  p r o d u c t i v e .

CHAPTER 2

JUSTIFICATION



T h e  t o w n  o f  T h a i  B i n h  i s  a n  a r e a  w h i c h  i s  c o n d u c i v e  t o  

t h e  p r o d u c t i o n  o f  J u t e ,  d u e  t o  t h e  p r e s e n c e  o f  a  l o n g  

r i v e r  b a n k  f r o m  t h e  R e d  R i v e r  w h i c h  c r o s e s  t h e  a r e a  o f  

t h e  t o t a l  1 8 , 9 0 0  h e c t a r e s  o f  l a n d  p r o d u c i n g  j u t e  i n  

e n t i r e  V i e t n a m  C o u n t r y ,  T h a i  B i n h  h a s  a  s h a r e  o f  1 , 2 4 6  

h e c t a r e s ,  w h i c h  i s  a p p r o x i m a t e l y  7%. O u t  o f  t h i s ,  a r o u n d

1 , 4 0 0  m e t r i c  t o n  o f  j u t e  i s  p r o d u c e  i n  T h a i  B i n h  a n n u a l y  

w h i c h  i s  e n o u g h  t o  m a i n t a i n  t h e  c a p a c i t y  o f  t h e  p r o p o s e d  

JUTE PRODUCTS FACTORY.

T h e r e  a r e  1 5 , 0 0 0  f a r m e r s  w h o  c a n  b e  m o b i l i z e d  t o  p r o d u c e  

m o r e  t h a n  1 , 4 0 0  t o n s  o f  j u t e  e v e r y  y e a r ,  w i t h  a n  a v e r a g e  

p r o d u c t i o n  o f  9 3  k g .  p e r  f a r m e r  w i t h  a n  i n c o m e  o f  

a p p r o x i m a t e l y  1 , 3 0 0 , 0 0 0  D o n g .  T h i s  a m o u n t  i s  v e r y  s i g n i 

f i c a n t  i n  u p l i f t i n g  h i s  e c o n o m i c  w e l l - b e i n g  a d d e d  t o  

t h e  h o u s e h o l d  a v e r a g e  i n c o m e  o f  5 m i l l i o n  D o n g ,  o r  a r o u n d  

2 4 % i n c r e a s e  a n n u a l l y .

T h e r e  i s  t h e r e f o r e  a  j u s t f i e d  r e a s o n  t o  e s t a b l i s h  t h e  

THAI BINH COOPERATIVE FEDERATION JUTE PRODUCTS FACTORY.



T h e  a r e a  o f  t h e  p r o j e c t  c o v e r s  t h e  w h o l e  t o w n  o f  T h a i  

B i n h .  B u t  t h e  t o t a l  a r e a  a v a i l a b l e  f o r  j u t e  p r o d u c t i o n  

i s  a p p r o x i m a t e l y  1 2 4 6  h e c t a r e s ,  c o n s i s t i n g  o f  t h e  

b a n k s  o f  t h e  R e d  R i v e r  w h i c h  t r a v e r s e s  t h e  THAI BINH  

t o w n .  T h e  b a n k  a r e a  i s  c o n d u c i v e  t o  t h e  p r o d u c t i o n  

o f  j u t e ,  b e c a u s e  j u t e  g r o w s  f a v o u r b l y  o n  r i v e r  b a n k s  

a n d  s w a m p s .  J u t e  i s  p l a n t e d  o n  s w a m p s ,  m a r s h y  p l a c e s  

o r  w e t  p l a c e s  a n d  c a n  b e  h a r v e s t e d  i n  t h r e e  m o n t h s .  

J u t e  s e e d s  c a n  b e  p r o v i d e d  b y  t h e  T h a i  B i n h  C o o p e 

r a t i v e  F e d e r a t i o n ,  i n c l u d i n g  m e t h o d s  a n d  t e c h n i q u e  

i n  p l a n t i n g  j u t e .  T h e  j u t e  i s  s u n d r i e d  b y  t h e  

m e m b e r s  a n d  c u t  t o  t h e  r e q u i r e d  s i z e s  a n d  l e n g t h e r  

b e f o r e  d e l i v e r y  t o  t h e  f a c t o r y .  T h i s  j u t e  s u p p l y  i s  

c o l l e c t e d  i n  c o l l e c t i n g  c e n t e r s ,  b e f o r e  d e l i v e r y  t o  

t h e  J u t e  f a c t o r y  f o r  c l a s s i f y i n g  a n d  p r o c e s s i n g .  

P r o c e s s e d  a n d  c l a s s i f i e d  j u t e  a r e  d y e d  t o  a n y  c o l o u r  

d e s i g n e d  b e f o r e  i t  c a n  b e  w e a v e d  a n d  m a d e  t o  a  j u t e  

f i n i s h e d  p r o d u c t .

CHAPTER 3

AREA OF THE PROJECT

R e d  R i v e r  i s  t h e  m a j o r  r i v e r  t h a t  p r o v i d e  T h a i  B i n h  

f a r m e r s  t h e  a r e a  f o r  p r o d u c i n g  j u t e .  1 5 , 0 0 0  f a r m e r s  

w h o  a r e  m e m b e r s  o f  t h e  d i f f e r e n t  c o o p e r a t i v e  s o c i t i e s



under the Federation, who are along the Red River 
banks are to be engaged in jute planting. The Red 
River crosses Thai Binh from Hanoi.

Thai Binh is bounded by Nam Dinh in the north, 
Cho Bo in the West, Dong Xuan in the east, and 
Kien Xuong in the south. These are towns which 
can also be sources of additional jute supply if 
needed, but most importantly is jute finished 
products can be marketed in these places very 
adequately, considering their proximity.

T h e  c l i m a t e  o f  T h a i  B i n h  i s  r e l a t i v e l y  t e m p e r a t e ,  

w h i c h  i s  f a v o u r a b l e  t o  t h e  g r o w t h  o f  j u t e  p l a n t s  

A l o n g  t h e  R e d  R i v e r  b a n k s ,  g o i n g  d o w n  t o  t h e  

C h i n a  s e a ,  j u t e  p l a n t s  c a n  b e  p l a n t e d  t h e  w h o l e  

y e a r  r o u n d .  T h e  1 5 , 0 0 0  f a r m e r s  w h o  a r e  t o  p l a n t  

j u t e  h a v e  a n  a l t e r n a t i v e  a c t i v i t y  w h e n  n o t  t e n d i n

their ricefields. After planting or harvesting 
rice, farmers can shift to planting or gathering 
jute plants.



]0

T h a i  B i n h  i s  s t r a t e g i c a l l y  s i t u a t e d  i n  a n  a r e a  

f o r  j u t e  f o r  j u t e  p l a n t i n g  b e c a u s e  R e d  R i v e r  

c u t s  i n s i d e  t h e  t o w n .  T h e  p o s s i b i l i t y  o f  e x p o r t  

f o r  j u t e  p r o d u c t s  i s  p r o m i s i n g  w i t h  t h e  a s s s i t a n c e  

o f  t h e  C e n t r a l  C o u n c i l  O f  N a t i o n a l  C o o p e r a t i v e  

U n i o n  o f  V i e t n a m ,  a n d  i n  c o o d i n a t i o n  o f  t h e  

V i e t n a m  D e p a r t m e n t  o f  T r a d e  a n d  I n d u s t r y .



]]

T h e  J u t e  F a c t o r y  P r o j e c t  o f  t h e  T h a i  B i n h  F e d e r a t i o n  i s  

c o n s i d e r e d  a s  a n  a d d e d  a c t i v i t y  o f  1 5 , 0 0 0  f a r m e r  m e m b e r s  

o f  t h e  s o c i e t y ,  a f f l i a t e s  o f  t h e  F e d e r a t i o n .  T h i s  p r o j e c t

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

o x i m a t e  a m o u n t  o f  1 6 , 8 5 0  m i l l i o n  D o n g ,  i n c r e a s i n g  t h e  

f a r m  i n c o m e  o f  t h e  f a r m e r s  t o  18%.  T h e  r e g u l a r  i n c o m e  o f  

a n  i n d i v i d u a l  f a r m e r  i s  5 , 0 0 0 , 0 0 0  D o n g .  I f  a  f a r m e r  

e n g a g e  i n  j u t e  p r o d u c t i o n ,  h e  c a n  d e r i v e d  a n  a d d i t i o n a l  

i n c o m e  o f  1 , 3 0 0 , 0 0 0  D o n g ,  m a k i n g  h i s  a n n u a l  i n c o m e  t o  a  

t o t a l  o f  6 , 3 0 0 , 0 0 0  D o n g .

T h e  p r o j e c t  w i l l  b e  e s t a b l i s h e d  i n  t h e  c e n t r a l  t o w n  o f  

T h a i  t o  g u i e  a c c e s s a b i l i t y  f o r  f a r m e r s  t o  d e l i v e r  t h e i r  

J u t e  p r o d u c t s .  T h e  T h a i  B i n h  C o o p e r a t i v e  F e d e r a t i o n  

w i l l  o p e r a t e  a n d  m a n a g e  t h e  f a c t o r y ,  w h i c h  w i l l  c l a s s i f y ,  

p r o c e s s ,  t a n ,  w e a v e  a n d  p r o d u c e  d i f f e r e n t  j u t e  p r o d u c t s  

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

o t h e r  i t e m s .  2 0 0  w e a v e r s ,  t a n n e r s  a n d  e m p l o y e e s  w i l l  

b e  e m p l o y e d  t o  w o r k  3 0 0  d a y s  i n  a  y e a r .  T h i s  f a c t o r y  

w i l l  p r o d u c e  4 6 6 , 0 0 0 s q  m e t e r s  o f  J u t e  f i n i s h e d  p r o d u c t s ,  

i n c l u d i n g  d e c o r a t i v e  a r t  p r o d u c t s .

E m p l o y e e s  w e a v e r s  a n d  o t h e r  w o r k e r  w i l l  b e  t r a i n e d  b y  

e x p e r t s  o r  t r a i n e r s  t o  p r o d u c e  q u a l i t y  j u t e  p r o d u c t s .

CHAPTER 4

THE PROJECT



J 2

Q u a l i t y  c o n t r o l  w i l l  b e  s t r i c t l y  i m p o s e d  t o  q u a l i t y  

d i f f e r e n t  i t e m s  f o r  e x p o r t .  A w a r e h o u s e  u s e  f a c t o r y  

b u i l d i n g ,  a n d  A d m i n i s t r a t i o n  o f f i c e  w i l l  b e  b u i l t  

a n d  a d e q u a t e  f a c i l i t i e s  s h a l l  b e  i n s t a l l e d .

T h e  p r o j e c t  h a s  a  b a c k w a r d  a n d  f o r w a r d  i n t e r g r a t i o n , 

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

t h e  j u t e  r a w  m a t e r i a l s  a n d  s u p p l i e d  t o  t h e  F e d e r a t i o n  

t o  p r o c e s s i n g  a n d  m a r k e t i n g .  C o n s i d e r a b l e  b e n e f i t s  

s h a l l  b e  p r o v i d e d  t o  t h e  m e m b e r s  i n  t e r m s  o f  s e r v i c e s  

n e t  s u r p l u s ,  t r a i n i n g  a n d  o t h e r  s e r v o c e s .

T h e  p r o j e c t  i s  a s s u m e d  t o  o p e r a t e  f o r  1 0  y e a r s  a f t e r  

c o n s t r u c t i o n .  I t  i s  s c h e d u l e d  t o  b e  c o n s t r u c t e d  O n  

1 9 9 7 ,  a n d  t o  b e  f u l l y  o p e r a t i o n a l  o n  1 9 9 8 .
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T h e  J u t e  F a c t o r y  t o  b e  e s t a b l i s h e d  b y  t h e  T h a i  B i n h  

C o o p e r a t i v e  F e d e r a t i o n  i s  t o  b e  o p e r a t e d  a n d  m a n a g e d  

b y  t h e  F e d e r a t i o n .  T h e  T h a i  B i n h  C o o p e r a t i v e  F e d e r a 

t i o n  i s  c o m p o s e d  o f  t h e  B o a r d  o f  D i r e c t o r s ,  t h e  

C r e d i t  C o m m i t t e e ,  A u d i t  C o m m i t t e e  a n d  t h e  E l e c t i o n

C o m m i t t e e .  T h e  F e d e r a t i o n  t h r o u g h  a  B o a r d  „  n +. • ̂ R e r ^ o l u t i o n

t o  b e  c o n f i r m e d  o n  a  g e n e r a l  m e e t i n g  i n  a n  A s s e m b l y ,  

c r e a t e  a  PROJECT MANAGEMENT c o m p o s e d  o f  t h e  

G e n e r a l  M a n a g e r ,  t h e  P r o d u c t i o n  D e p a r t m e n t  O f f i c e r  a n d  

s t a f f ,  t h e  w a r e h o u s e  D e p a r t m e n t  O f f i c e r  a n d  s t a f f ,  t h e  

M a r k e t i n g  a n d  t h e  A c c o u n t i n g  O f f i c e r  a n d  s t a f f .

CHAPTER 5

ORGANIZATION AND MANAGEMENT

T h e  j u t e  f a c t o r y  i s  e s t a b l i s h e d  t o  s e r v e  c o o p e r a t i v e  

s o c i e t y  f a r m e r s .  T h e  T h a i  B i n h  C o o p e r a t i v e  F e d e r a t i o n  

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

m a n a g e m e n t  o f  t h e  J u t e  F a c t o r y .  T h e  d a y  t o - d a y  o p e r a t 

i o n  a n d  m a n a g e m e n t  o f  t h e  f a c t o r y  i s  u n d e r  t h e  G e n e r a l  

m a n a g e r  a n d  s t a f f ,  rpj^g t o t a l  n u m b e r  o f  m a n a g e m e n t  s t a f f  

a n d  e m p l o y e e s  i s  2 0 0 .  S c h e d u l e  o f  s a l a r i e s  a n d  w a g e s  

i s  p r o v i d e d  i n  a n  a n n e x  p a g e .
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J.5

FINANCIAL ANALYSIS

1 T h e  p r o j e c t  l i f e  i s  f o r  10  y e a r s ,  i n c l u d i n g  c o n s t r u c t i o n  

p e r i o d .

2 T h e  c a p a c i t y  o f  t h e  p r o j e c t  i s  t o  p r o c e s s  1 , 4 0 0  t o n s

o f  j u t e  i n t o  d i f f e r e n t  j u t e  p r i d u c t s ,  l i k e  r u g s ,  c a r p e t s ,  

d o o r  m a t s ,  h o u s e h o l d  d e c o r a t i o n s  a n d  t a b l e  c e n t e r  

p i e c e s .

3 T h e  I n i t i a l  i n v e s t m e n t  o f  t h e  p r o j e c t  i s  1 , 5 8 6  m i l l i o n  

D o n g ,  d i s t r i b u t e d  t o

L a n d  4 2 0

B u i l d i n g  8 0 0

F u r n i t u r e  & E q u i p m e n t  3 0 6

T r a i n i n g  c o s t

T o t a l  1 5 8 6

CHAPTER 6

4 S o u r c e s  o f  f u n d s :

M e m b e r s  E q u i t y  5 7 6

G o v e r n m e n t  L o a n  ( No I n t e ; )  1 5 0

L o a n  f r o m  B a n k ( 1 0 %)  9 6 0

T o t a l  1 5 8 6

5 T h e  d e p r e c i a t i o n  c a l c u l a t e

B u i l d i n g  10%

F u r n i t u r e  a n d  E q u i p m e n t  20%



6 S e l l i n g  P r i c e  i s  4 5 , 0 0 0  D o n g  /  s q . m . ( a p p r o x  3 k g )

7 P r o c e s s i n g  l o s s  3% o f  r a w  m a t e r i a l s .

8 T h e  f a c t o r y  i s  e x p e c t e d  t o  a c h i e v e  a  c a p a c i t y  u t i l i z a 

t i o n  o f  60% i n  t h e  f i r s t  y e a r ,  80% i n  t h e  s e c o n d  y e a r  

a n d  100% o n  t h e  t h i r d  y e a r ,  o n w a r d .

9 P r o c u r e m e n t  o f  r a w  m a t e r i a l s  w i l l  b e  p r o v i d e d  b y  

s o c i e t y - m e m b e r  f a r m e r  t o  a  m i n i m u m  s u p p l y  o f  8 4 0  

m e t r i c  t o n s  p e r  y e a r ,  a n d  t o  i n c r e a s e  e v e r y  y e a r  i n  

a c c o r d a n c e  t o  t h e  p r o d u c t i o n  c a p a c i t y  u t i l i z a t i o n  

o f  t h e  f a c t o r y .

1 6

 ̂ T h e  w o r k i n g  c a p i t a l  o f  t h e  F a c t o r y  i s  1 , 0 8 0 ,  0 0 0 ,  

i n c r e a s i n g  b y  24% e v e r y  3 y e a r .
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ANNEXURE V

STA FF P O S IT IO N  WITH TH EIR ESTIM ATED SA L A R IE S

I n  T h o u s a n d  D o n g

S .  N o . P O S IT IO N NUMBER SALARY PER MOUNTH

YRI YR2 YR3

1 . M a n a g e r 1 2 , 0 0 0 2 , 0 0 0 2 , 0 0 0

2 . O f f i c e r s 5 1 , 6 0 0 1 , 6 0 0 1 , 6 0 0

3 . S t a f f s 1 , 0 0 0 1 , 0 0 0 1 , 0 0 0

4 . W orker^S W e a v e ^ 1 8 6 6 5 0 6 5 0 7 6 0

T o t a l 2 0 0 1 4 0 , 0 0 0 1 4 0 , 0 0 0 1 6 0 , 0 0 0
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C o s t  o f  L a n d

ANNEXURE I

I n  M i l l i o n  D o n g

S .  N o . I t e m E s t i m a t e d  C o s t

1 C o s t  o f  L a n d  2 , 0 0 0  x  1 6 0 , 0 0 0 3 2 0

2 D e v e l o p m e n t  E x p e n s e s 1 0 0

T o t a l 4 2 0

ANNEXURE I I

C o s t  o f  B u i l d i n g

I n  M i l l i o n  D o n g

S .  N o P a r t i c u l a r s  S i z e / A r e a E s t i m a t e s  C o s t

1 . O f f i c e ,  S t o r e ,  G r o u n d r o o m ,

T o i l e t  5 0 0  m* 3 0 0

2 . T a n n i n g  & W e a v i n g  H o u s e  1 , 2 0 0 5 0 0

T o t a l  1 , 7 0 0 8 0 0



EQUIPMENT AND FURNITURE
I n  :

ANNEXURE III

M i l l i o n  D o n g

S. No. Item Quantity Cost/unit Total Cost

1 . W e a v i n g  F r a m e r s 1 90 1 , 0 0 0 1 9 0 , 0 0 0

2 . C h a i r s 200 1 0 0 2 0 , 0 0 0

3 . O f f i c e  T a b l e s 20 5 0 0 1 0,000

4 . O t h e r s 8 6 , 0 0 0

Total 306,000

WORKING CAPITAL
ANNEXURE IV

I n  T h o u . s a n d  D o n g

S.No. Quantity Yrl Yr2 Yr3

1 . Raw M a t e r a i l  1 0  D a y s 3 6 0 , 0 0 0 4 8 0 , 0 0 0 6 0 0 , 0 0 0

2 . W ork  i n  P r o g r e s s  5 D a y s 2 1 0 , 0 0 0 2 6 2 , 0 0 0 3 2 7 , 0 0 0

3 . F i n i s h e d  G o o d s  5 D a y s 2 1 0 , 0 0 0 2 6 2 , 0 0 0 3 2 7 , 0 0 0

4 . B o o k  D e b t s  1 0  D a y s 4 2 0 , 0 0 0 5 2 4 , 0 0 0 6 5 4 , 0 0 0

1,200,000 1,528,000 1,908,000
5 . T r a d e  C r e d i t o r s  50% 1 8 0 , 0 0 0 2 4 0 , 0 0 0 3 0 0 , 0 0 0

Working Capital 1,020,000 1,288,000 1,608,000
Interest in WC 16% 163,000 206,000 257,000
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RECOMMENDATIONS

1 V i e t n a m e s e  f a r m e r s  a r e  l i m i t e d  t o  a g r i c u l t u r a l  a c t i v i t 

i e s ,  g i v i n g  t h e m  n o  a l t e r n a t i v e  f o r  a d d i t i o n a l  s o u r c e  o f

i n c o m e ,  s o  t h e  c o o p e r a t i v e  s e c t i o n  s h o u l d  c r e a t e  o t h e r  

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

t h e  f a r m e r s .

2 T h e  V i e t n a m e s e  f a r m e r s  s h o u l d  b e  t r a i n e d  a n d  e n c o u r a g e  

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

t h e i r  e x i s t i n g  i n c o m e .

3 T h e  V i e t n a m e s e  C e n t r a l  C o u n c i l  o f  C o o p e r a t i v e s  s h o u l d

a s s i s t  t h e  F e d e r a t i o n s  i n  e s t a b l i s h i n g  a l t e r n a t i v e

a g r i c u l t u r a l  i n c o m e - g e n e r a t i n g  p r o j e c t s  t h e m  t e c h n o l o 

g i c a l  a n d  f i n a n c i a l  a s s i s t a n c e .

4 E x p o r t  o f  V i e t n a m e s e  l o c a l  p r o d u c t s  s h o u l d  b e  p r o m o t e d  

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

c o u n t r y  s i d e .

CHAPTER 7




