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Chapter 1

m nisaProleet?

Introduction

Projects have been a part and parcel of human beings since time immemorial and 

will continue to be so. as long as the human race exists. The very first projects of the 

human being were probably the successful attempts by the earliest inhabitants of earth to 

fulfil their basic needs of hunger, thirst, clothing, and .shelter. As civilisation developed, 

projects became more complex and formalised, with the concomitant need for elaborate 

planning. The houses in which we live, the offices and factories in which we work, the 

transport systems by which we commute, the communication systems which we use 

everyday effortlessly, the new products that we find every now and theri in the shelves of 

our corner stores and supermarkets, and a variety of other things, are all products o f tens 

of thousands of projects undertaken by mankind from time to time in different parts of 

the world. It is not at all an exaggeration to state that projects are the very root of 

development and progress o f civilisation.

If projects have been in existence since the dav,'n of mankind and have been 

instrumental to development and progress, what is new about projects and their 

management today? One simple reason for the evolution o f project management as a 

discipline by itself and the development of a host of tools and techniques is our present 

concern for optimum use of our planet’s resources in the most effective manner.

When did project management corne into being as an academic discipline? When 

did financial institutions and funding agencies and government departments start insisting 

on project formats for investment proposals? The answer is not far to seek. It was the 

second world v*-ar (1939-45) which consumed a huge amount o f resources for destruction 

and the post-war reconstruction efforts all over the world, coupled v/ith man’s quest for 

exploration o f outer space, that provided the impetus for the evolution and growth of a
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body o f knowledge called ‘Project M anagement’. Simultaneously, the growing concern 

o f economists for effective utilisation of the resources(human as well as non-human) led 

to the development of a host of tools and techniques for comparison of investments with 

benefits; this, in turn, made possible the project format.

So. what is a project? Two points of view are given below, and a statement 

combining the two views is developed to give a comprehensive picture of the meaning 

and nature o f projects.

Projects - A Financial Perspective

Projects, by their very nature, call generally for capital investment; that 

means, projects are associated with initial cash outlays/outflows spread over a short 

duration. These capital outlays may be for construction of an irrigation dam, an 

agro-processing centre, installation of a pump set in a farm-house, purchase of an 

agricultural farm, etc.

Human beings are rational; they will not, therefore, invest unless there are 

benefits. The benefits may be measurable in terms of money, or may not be quantified in 

money terms. For example, if  investment is made for the establishment of a fishery for 

the cultivation and sale of prawns, the benefits are in the farm of annual cash surplus. On 

the other hand, if  the. investment is on a project for the establishment of a priniary health 

centre or a primary school in a village, the benefits are not very obvious and cannot be 

easily arrived at in terms o f money. However, in both examples, the benefits are spread 

over several years after the initial investment is made.

Financial analysts and economists generally view projects as current 

investments/outlays of funds in the hope of getting a stream of benefits in future. A 

project is considered feasible or financially viable if the estimated benefits exceed or 

equal the estimated investment. A project is accepted if this criterion is met; otherwise, it 

is considered financially non-viable and is not pursued.
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This way o f looking at projects as an equation between current (or current and 

future) investment or outlay and future benefits (spread over several periods compared to 

the duration of initial investment) can be portrayed in the form of a balance as shown in 

figures 1.1. 1.2 and 1.3.

Investment

Viable Project in Which 
There is no Positive Gain

Bene

Project

Its
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Projects - An Engineering Perspective
j

Projects normally include the construction of several hardwares which ultimately 

become productive assets. These facilities create the goods and services which provide 

the benefits from projects. The creation of the productive facilities needs money in the 

form o f initial investment (as shown in the left side arrows of figures 1.1. 1.2 and 1.3). 

Engineers and managers concerned with the creation of the productive facilities tend 

generally to be unaware o f the details of the benefits e.xpected to flow from their creation. 

This is generally because of the non-involvement of managers likely to be responsible for 

the creation o f productive facilities during the early stages of planning of projects. 

Engineers and managers, whose concern is mainl\ the creation of productive facilities, 

therefore, have developed a somewhat narrow view of projects. They see each project as 

a huge task

having a definite starting point

having a definite end point .

scheduled to be initiated on a specific date

scheduled to be completed on some other specific date

consisting o f innumerable activities, each o f which has its startmg and end

points, start and finish dates, and takes time and consumes resources.

This limited perspective of a project as a mammoth task provides only a partial 

picture o f a project, since it ignores the project objectives and the relationship between 

investment and benefits.

Projects - A More Complete Picture

As we have seen, the financial/economic perspective o f a project does not reckon 

its size, nor its objectives, nor the complexity associated with the creation o f the 

productive facilities. This perspective is, therefore, incomplete.



In a similar way. the engineering perspective tends to ignore the relationship 

between investment and benefits. The engineering view is also, therefore, incomplete.

But a project consists of all the above. An endeavour can hence be considered to a 

project if it consists of the following features:

♦ Clear and specific objectives

♦ Uniqueness (of scope of endeavour) meaning that a project is different

and distinct from all similar endeavours

♦ Initial investment

♦ Benefits spread over the duration of the project

♦ Specific dates of start and completion for construction or creation of

productive assets and facilities

♦ Several interdependent and independent activities, each of which has its

own schedules for start and completion, and consumes time and other 

resources ....................

♦ Conflicts arising from uniqueness of projects

Programmes versus Projects

We frequently hear of programmes, such as the National Literacy Programme, 

National Malaria Eradication Programme, and Poverty Alleviation Programme. We also 

hear every now and then of projects like a canal project (Sardar Sarovar, for example), a 

multipurpose dam project (like Bakra Nangal Dam), a fertiliser project, etc.

What is the difference between programmes and projects? A programme is simply 

a collection of several inter-related projects; each project in a programme has its own 

objectives and contributes to the objectives of the programme. In other words, projects 

are simply manageable components of a programme, so arranged to meet the objectives 

of the programme.

IR \IA :GK:ICA::U (J5
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Chapter 2

JUieso/Projects

Projects may be classified into different types depending upon their nature, size of 

investment, purpose, objectives, etc. For example, one can think of projects o f the 

following types, classified as per their nature:

♦ A gricultural projects which can be further classified as projects for

A Production of food crops such as paddy / rice, wheat, maize, sugarcane,

pulses, oilseeds;

A Rearing of livestock such as milch animals, sheep, goat, chicken, pigs,

honey-bees;

A Production o f marine food products like fish; and

A Production of fibres like cotton, silk, jute, e tc ..

♦ Industria l projects creatcd for production of industrial goods, consumer 

durable, consumer goods such as

A Automobiles

A Man-made textiles

A Building/construction materials (like steel, cement)

A Petroleum and petroleum products

♦ Various chemicals

A Communication and information equipment such as telephones,

telephone exchanges, computers, etc.

♦ Household goods like clocks, televisions, refrigerators, steel and plastic

furniture, etc.



A Medicinal dnigs. vaccines, hospital equipment, etc.

A Project and construction equipment like boilers, tanks, vessels, pumps,

pipes, etc.

♦ Various other categories covering a host of other industries.

A Engineering products like tractors, earth-moving equipment, farm

mechanisation equipment, pollution control systems, etc.

♦ Agroindustrial projects for

Processing of food crops like paddy, wheat, etc.

A Processing of marine products such as fisheries

A Processing of animal products such as poultry, dairies, etc.

♦  Processing of raw materials of plant or animal origin for non-food 

products likes leather, hides, cotton te.xtiles, etc.

A Production o f raw materials and inputs required for agricultural

production, such as fertilisers, insecticides, anirnal feeds, marine feeds, 

etc.

A Special infrastructure for agro-processing like cold storage, transport

systems, etc.

♦ Infrastructure projects in various areas like

A Irrigation and transportation by water (like dams, canals, bridges, and

ports)

A Surface transportation (like roads and railways)

A Air transportation (like airports)

A Power (like hydroelectric power stations, multipurpose dams, thermal

and nuclear power stations)

IRMA:GK:ICA:2Q05



^ Communication and infonnation (like telephone networks, satellites and

satellite stations)

A Health (like hospitals and blood banks)

A Education (like schools, colleges, universities, libraries, R&D

laboratories)

A Water and sanitation (like protected drinking water supply networks.

sewage treatment plants and their networks) and 

A Public utilities of common societal concerns like defence, police,

judiciary, banking and fmancial institutions, etc.

In a similar way. depending upon the size, level of investment and risk, projects 

can be classified as:

♦ Experimental / R&D / Technology Development Projects

♦ Pilot Projects

♦ Demonstration Projects

♦ Full-scale Production / Commercial Projects

One can think of classification of projects based on the purpose or objectives. 

Examples o f such projects which are designated on the basis of their purpose or 

objectives are as follows:

IR U A :G K : IC A :2 0 0 5

Rural Development Programmes/Projects 

Urban Development Programmes/Projects 

Community Development Projects 

Infrastructure Development Projects 

New Product Development Projects 

New Process Development Projects 

Human Resources Development Projects (HRD) 

Maintenance Projects

iO



♦ Replacem ent Projects

♦ Expansion Projects

♦ Modernisation Projects

The above classifications are not independent. For example, a rural development 

project, which has the improvement of the livelihood of the farmers o f a certain region as 

its purpose, may also be an agro-industrial project. Similarly, an urban development 

project "which is undertaken to improve the conditions of hygiene through improved 

sewage network, is also an infrastructure project.

The above classification has, therefore, been presented to give the reader an idea 

of the range of human endeavours that fit the framework o f projects.

IRM A:GK:ICA:2005
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Chapter 3

PnlecillfeDMCle

You may recall from Chapter 1 that a project is characterised by the following features:

♦ Clear and specific objectives

♦ Uniqueness of scope o f endeavour, meaning that a project is different and

distinct from all similar endeavours

♦ Initial investment

♦ Benefits spread over the duration of the project

♦ Specific dates o f start and completion for construction/creation of productive

assets/facilities

♦ Several interdependent and independent activities, each o f which has-its own 

schedules for start and'completion, and consumes time and other resources

♦ Conflicts arising from uniqueness of projects

A project, in addition, exhibits certain characteristics similar to organic entities. 

Project ideas take birth in the minds of entrepreneurs; lives take their birth in seeds or the 

womb o f the female species. Project ideas grow and assume the shape of a project 

proposal; the foetus is delivered as a baby or the plant sprouts from the seeds. A project 

grows in stature just as a baby grows to a child and then to an adolescent and an adult or a 

sprouted plant grows to a full plant and thence a tree. A flilly constructed project starts 

yielding results, just as a grown-up adult employs all his or her skills to earn an income or 

a full-grown tree bears fruits. Finally, a project which has outgrown its useful life is 

dismantled or “dies”, similar to an aged animal or a tree.

The stages o f a project are, however, described differently, different from the 

various stages o f living organisms. Just as there are different perceptions o f project and 

there are several classes of projects, the stages of project life-cycle also have different

IR M A :G K : IC A .  2005
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frameworks. However, it is true that a project has a life-cycle composed of several 

stages. Normally, the completion of a stage in any project/project life-cycle is 

characterised by some tangible outputs like deliverables.

Broadly speaking, any project^programme may be considered to pass through four 

distinct and identifiable stages/phases in its life-, as listed below;

♦ Project/programme identification phase

♦ Project/programme definition phase

♦ Project/program m e execution phase

♦ Benefits realisation phase

One can think o f various other frameworks for the description of various 

stages/phases o f project life-cycle. However, the above classification is considered 

adequate for our current purpose.

All the four phases o f ai project are important and significant, as the completion of 

every phase leads to some tangible outputs and heralds the start of the following phase. 

For example, at the end of the programme identification phase, the project iDrohioters 

have a fairly clear idea o f the project, its concept, its relationship to the beneficiaries, 

promoters, people affected by the project, approximate idea of the resources required, etc; 

all the above points get documented in the fonn of a brief note which forms the basis for 

detailed definition o f  the project, including the preparation o f a project report/project 

feasibility report/project viability report/project plan.

During the programme/project definition phase, the concept o f the project 

evolved in the project identification phase is elaborated in detail. The concept is 

examined from the point of view of giving shape to the idea from various angles, such as 

marketing, commercial, procurement, legal, political, technical, financial, economic and 

cultural feasibility. The output of this phase is an elaborate project pian/feasibility

IRM A:GK:ICA:2005



report which is expected to be technically viable, financially feasible, implementable and 

bankable.

The third phase of the project life-cycle viz.. program m e/project execution 

phase concerns itself with the creation of hardware, such as production/operations 

facilities, establishment of institutions and organisations, development of people's 

capability by way of training and imparting skills, etc. The tangible outputs of this phase 

are the physical hardware (in the form of productive facilities) and competent and 

capable software (in the form of trained human resources).

The fourth and last phase of a project is the benefits realisation phase during 

which the investments made during the previous three phases are reaped by the 

beneficiaries for whom the project was conceived, defined and implemented. Benefits 

may be realised, depending upon the nature and- purpose o f the projects, by investors, by 

rural farmers, or by the society as a whole.

You may recall from Chapter 1 that a project is considered to be successful and 

viable i f  the benefits expected out of the project exceed the investments made in the 

project. It may not be alyvays possible-to quantify the investments and benefits in 

numerical or money terms, as certain investments and benefits may not be amenable to 

such quantification. For example, if the project is the creation of a primary school, what 

are the benefits o f the project in money terms? Compare this with a meat processing 

centre; i f  money is invested for setting up a meat processing centre, cash surplus is 

generated year after year; the cash surplus represents the benefits. Several 

methodologies have been involved to impute numbers to intangible entities (like 

education, health etc.) so that one can arrive at a rational equation between investments 

and benefits. During the project/programme identification and definition phases, the 

investments and benefits remain only estimates. It is only during the execution phase that 

one gets a reasonable idea of the actual investment made in a project vis-a-vis the 

estimates made earlier. As the execution phase of the project is not generally long, the 

overrun/saving in the investment is easily ascertained. However, as the benefits are

IR M A :G K :IC A :2005
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realised over a prolonged period of time after the completion of project execution, special 

procedures are required to assess the actual benefits coming out of a project. Monitoring 

and evaluation procedures are. therefore, established to assess on a continuous basis the 

benefits flowing out o f a project. It may, therefore, be said that monitoring and 

evaluation form an integral component of the benefits realisation phase.

The successful implementation of any programme or project requires careful 

planning like any other human endeavour. The planning of projects is generally carried 

out during the project/programme identification phase and definition phase and the initial 

part o f the e.xecution phase. We generally di\ ide the planning of projects into two major 

segments as follows:

♦ Strategic project planning

♦ Operational project planning

The following tasks are generally carried out during the strategic planning of projects.

♦ Problem analysis

♦ Stakeholder analysis

♦ Analysis o f objectives

♦ Analysis of inputs

♦ Analysis o f external influencing factors

♦ Analysis o f responsible organisation(s)

The operational planning of a project is characterised by the generation of a 

project document; the rest o f this manual will deal with the principles and practical 

techniques for this purpose.

You may see that the project strategic planning phase is somewhat identical to the 

project identification phase; the operational planning phase is somewhat similar to the 

project definition phase.

IRM A:GK:ICA:2005
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CHAPTER 4

Proiect Identification

The first and foremost task of any entrepreneur/investor/social worker is the 

identification of a worthwhile project. There are no short-cut methods nor proven and 

infallible tools and techniques for project identification which has been and continues to 

be a  matter o f judgement and in certain cases, luck. This is not to say that project 

identification cannot be carried out systematically or in a scientific way. There are 

certain means b}' which it would be possible to generate project ideas and segregate 

worthwhile ideas from those which may not be promising, so that only promising ideas 

are pursued for further investigation.

In the case of agricultural projects, it is a combination of the demand for a 

particular agricultural commodity and the availability of factors capable o f meeting the 

demand for that particular commodity that dictate the project choice. • In other words, if 

there is a demand for wheat in a particular market and. wheat can be produced in the 

project area and sold at the demand point, a project for production o f wheat becomes a 

rational choice. 1‘here may be demand for wheat in as much as an urge to sell wheat; 

however, if  the climatic conditions of the project area do not permit wheat to be grown in 

the project area, obviously, the project planner has to identify some other project. 

Simplistic as it may appear, generation of project ideas and identification o f projects are 

not straightforward exercises, as they call for a lot of imagination, an analysis of 

constraints and uncertainty.

Projects, more so social development projects, which have a strong people’s 

orientation and involvement, have their origin in the following:

16



♦ Unsatisfied demands or needs of markets and possible means to meet them

♦ Problems or constraints in the development process caused by shortages of essential 

facilities. ser\ices, and material or human resources and by institutional or other 

obstacles

♦ Unused or underused material or human resources and opportunity for their 

conversion to more productive purposes

♦ Overused natural resources that need to be conserved or restored

♦ Need to complement other investments

P ro jec t  ideas  m ay  a lso  em ana te  from

♦ Initiatives by local private or public entrepreneurs who wish to take advantage of 

opportunities they perceive or who are responding to government incentives

♦ A government response to local political or social pressures originating, for example, 

from economic, social, or regional inequalities

♦ The pursuit of national objectives, such as self-sufficiency in food production

♦ The occurrence o f natural events (drought, floods, or earthquakes)

♦ A desire to create a permanent local capability to carry out development activities by 

building up local institutions

Sometimes, project ideas come from the experiences o f projects implemented

successfully in some foreign countries or in the local context by a foreign agency/firm.

In the case o f agricultural and agro-industrial projects, answers to the following

questions may provide a lead for generation of ideas:

4 W hat is the land in the area capable of producing by cultivation? Or, >vhat 

livestock can the fodder grown on this land support?

♦ Is there a demand for the commodity’ grown on this land either within the 

province or country or outside?

IRM A:GKICA:20()5
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♦ If there is no demand for the commoditv that is grown at present, what other 

crop can the land support?

♦ W hat are the possible livestock products that can be made out of the livestock 

that the fodder grown on this land supports?

♦ Is there a demand for such products? If so, w here? How much?

♦ If not, what other livestock product are possible? Is there a demand for such 

products? If so, where and how much?

♦ Are there new developments taking place in this area, in the or adjoining area, 

in the province or country which can change the pattern of demand for the 

commodities, products, livestock, their products?
«

♦ If so, what is likely to be the impact of such developments on the current 

agricultural practices?

♦ W hat are the national priorities in the agricultural and agro-industrial sectors 

set out in the policy documents of your country?

♦ W hat are the government-sponsored or government-supported activities in the 

iarea towards boosting the economy? What is the effect likely to be on the 

current agricultural practices?

♦ W hat is the level of exposure of farmers to new and emerging demands of 

markets and agricultural practiccs?

♦ W hat is the current leVel of income of farmers? Is the income adequate to 

provide them a decent and honourable living? If so, do the farmers aspire for 

higher standards of living? What are the natural attitudes of the farmers 

towards work and leisure? Will the farmers be prepared to put in additional 

effort to earn more to afford a higher standard of living?

♦ If the farmers do not have adequate income, what prevents them from earning? 

Do some natural forces perpetually work against them? Or, are the farmers 

reluctant to work hard? Or, are their agricultural production practices 

primitive? Or, arc they exploited by unscrupulous traders and middlemen w ho 

do not provide them enough access to markets or market information?

18



♦ What is the attitude of the farmers towards collective or co-operative ventures? 

Do they realise the potential benefits of co-operation? Or, do they see co­

operatives as yet another form of exploitation?

♦ Do the farmers understand the meaning and importance of value addition? Do 

they know and appreciate the existence of far-off urban and semi-urban markets 

which value convenience foods, fashionable clothing, etc.? Do they have the 

innate urge to exploit the opportunities provided by changing lifestyles to 

enhance their income?

♦ What is the quality of the local leadership of the farmers -  is it exploitative, 

supportive, well-meaning but ineffective, effective but selfish, etc?

Answers to questions of the above type can provide a starting point for identifying 

the needs o f farmers supported by agricultural co-operatives and of the needs o f markets 

to be’served by them and their production.

IRM A:GK:ICA:2005
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CHAPTER 5

m ^ f e a s lu llo S e p tr t- M n lK tn e m io a u P m a i^ o o n  

MnaaataHenlremem

In this chapter, we shall look at the outline structure of a project proposal for 

submission to a financial institution or funding agencj^ for approval. As mentioned in the 

previous chapter, a project should be;

♦ Technically, commercially, financially, economically, socially, culturally and legally 

viable

♦ Implementable and

♦ Bankable

Financial institutions and funding agencies all over the world have developed 

various project formats for application of financial assistance for projects. The formats 

are context-based; that is, the formats for the project proposals depend upon the nature of 

the projects, the kind of assistance sought, the project location, the kind of.operations the 

financial institution or funding agency is involved in, etc. In the case of agricultural and 

agro-industrial projects, certain formats devised by the Food and Agricultural 

Organisation (FAO) appear to be comprehensive. A summary of the format is included 

at Annex 1.

The project format shown at Annex-1 can be filled only after a lot o f data 

collection and analysis, including additional and supplementary investigations to confirm 

the data collected and the results of analysis. The preparation of a project is not a 

straightforward, linearly arranged task. On the contrary, it is a very highly reiterative 

process, in which additional inputs received in the course o f project preparation lead to 

several changes in the contents of the report as well as the conclusions of analysis.

llt.UA:GK-ICA:.'OOS
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As a normal practice, project preparation follows the steps given below;

1. Generation o f ideas

2. Initial screening of ideas

3. Preliminary feasibility of selected idea(s)

4. Plan for feasibility analysis

5. Market analysis

6. Technical analysis

7. Procurement analysis

8. Financial analysis

9. Economic analysis

10. Ecological analysis ^

11. Study o f feasibility from other considerations such as political, cultural, social, legal, 

organisational, managerial angles

12. Preliminary implementation plan, including plans for creation of organisation, 

management structure training of personnel, cpnstruction and initiating operation of 

facilities

13. Identification o f  risk factors and evaluation of risk

14. Evaluation of feasibility

15. Preparation of funding proposal

, The above steps are not sequential, nor are they fully concurrent. For example, 

certain ideas may be generated and some selected for preliminary feasibility. However, if 

none o f the ideas is prima-facie feasible, the process starts all over with the need to 

generate ideas afresh. Similarly, an idea or concept which is short-listed on the basis of 

market considerations may turn out to be technically infeasible or financially non-viable; 

in such a case, the concept is abandoned and some other concept is chosen for study. In 

other words, the preparation of project reports is somewhat like a closed loop feedback 

control system in which the output of a phase or a few phases becomes the input for the 

previous phase as well as subsequent phases.

IRM A:GK:ICA:2005
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Since project preparation is an iterative exercise, it may be necessary to resort to 

more than one round of data collection. It would be a good idea to start the project 

preparation with available data collected from secondary sources (like published reports) 

and examine the concept so chosen for its viability; in the event the concept appears to be 

promising and viable, one may commission full-scale studies for collection of additional 

information through research methods.

How does one go about the preparation of an agricultural or agro-industrial 

project from nothing? As stated above, the first step is the generation of ideas, their 

screening and preliminary feasibility. In the pre\'ious chapter, we looked at certain 

questions which one could ask oneself for generation of project ideas and their screening. 

For a  quick feasibility of the project, answers to the following questions are generally 

sought:

♦ W hat is likely to be the initial cost or investment of the project? What are the 

components that make .up the cost? Are the costs likely to remain firm for at least a 

few  months during which the project will be implemented?

♦ W hat is the output of the project? What will be the demand for the product? What 

w ill be the approximate selling price of the product? How much of the product may 

be sold?

♦ W hat are the operating expenses during the production and sales phase? For 

example, what will be the raw material cost, labour cost, overheads, transportation, 

etc., per unit of the product?

♦ W hat will be the life of the project and the products which will be created by the 

project? Is the product likely to be replaced during the life of the project by a new 

product due to technical advances, changing fashions, changing habits, lifestyles, etc?

♦ W hat will be the support of the financial institutions for changing the course o f the 

project due to changes in the market place?

♦ W ho are the beneficiaries of the project? What will be the impact of the project on 

their income, standard of living, etc?

IR M A :G K :IC A :2005



The above questions provide a lead for initial screening o f project ideas which can 

become candidates for further investigation and study. The next logical step after the 

preliminary feasibility study, if the idea is feasible, is the development of a plan for 

cor\ducting detailed feasibility. This step requires careful planning and co-ordination 

among the agencies involved in the various segments of project study. It would be 

beneficial to have a central project manager or leader to take care of the responsibility for 

planning tlie feasibility study and co-ordinating the various activities of the study. As this 

job involves a comprehensive understanding of the intricacies of the project and 

communicating the views of several specialists, the person chosen for its function has to 

have a broad knowledge o f the project and several areas of technology and management. 

Further, since the outputs of the specialist agencies have to be integrated to meet the 

common objecti\ cs o f the project, the person entrusted with the responsibility has to be a 

good negotiator also.

The above procedure is ideal for large sized, complex projects with investments in 

the order o f millions o f rupees or dollars. Most agricultural co-operatives generally do not 

undertake such mammoth projects; instead, they generally go in for small projects which 

cannot afford the luxury of a huge organisational set-up for project preparation. For small 

jjrojects to be prepared, by a middle level or senior level manager o f an agricultural co­

operative, the time for preparation of a project proposal is also not likely to be sufficient 

to allow' collection o f primary data. An easier, quicker and less costly way is to look at 

the issues in the project in the form of questions, seek their answers from published 

reports and discussions with colleagues, and arrange the answers in the form of a 

logically coherent project report. A large number of questions are enumerated below to 

assist you in this exercise. The questions are arranged in sections so that all related 

questions can be taken up together for investigation; their answers can provide the basis 

for a coherent section o f the project report.
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A. Project Concept

K What is the project about? Is it for agricultural production or agro-processing or 

something else?

2. Why did you choose this concept?

3. What will the project create on completion of execution of the project facilities? Rice 

packed in polythene bags, fish in cans, fruit squash or something else?

4. What is the present status of the farmers involved in producing the inputs?

5. What will be their incomes / standards of living once the project is operational?

6. What is the demand scenario for the product? What is the growlh in demand likely to 

be? Where is the demand?

7. W hat are the inputs for production? Where do they come from?

Project Area

1. _ Where is the project to be located?

2. W hat are the geographical features of the area? What are its climatic conditions? '

3. W hat are the natural resources of the area? What are the special natural endowments? 

What is the quality / availability of water, rainfall, irrigation? What is the condition of 

the soil? Is it fertile or barren?

4. What is the population inhabiting the area? What is the population density? What are 

the main and secondary occupations of the population and their sources of income? 

How is the income distribution pattern among the population? If the income 

distribution is quite uneven, what are the reasons? What is the population of marginal 

and landless farmers? What is the population living below the poverty line?

5. W hat are the main crops? What are the secondary crops? What is the area o f 

cultivation, in hectares and as a percentage of the land available? What is the pattern 

o f crop rotation? How much of the agricultural production is consumed within the 

area and how much is sold, to whom and how?
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6. What are the infrastructure facilities available in the area for connectivity - road, rail, 

port, nearest airport? What is the normal mode of transport of people and goods? 

How about power supply and how reliable? What are the telecommunication 

facilities?

7. Are other any facilities unique to agro-processing in the project area - cold storage, 

godovvns, for example?

8. What is the general level o f education of the people of the region in general and 

farmers and project beneficiaries in particular? What is the level of their awareness? 

What are the educational and health facilities in the project area?

9. How is the local administration in the project area? How strong and committed are 

the political and co-operati\ e leaders of the area?

10. What is the level of motivation o f the population of the area to succeed? How hard­

working are the people? What is their attitude towards work and leisure? ', . '

11. Are there any agro-processing centres in the area? If so, what is it engaged in? Where 

does it get its inputs from? Are there other industrial units also?

12. What are the rural institutions in the area for banking, marketing, input supply, etc.?

13. Are there any other major or minor on-going projects of a similar or different natlire 

■ in the project area? What.is their status?- *

14. What is the extent of seasonality o f production of agricultural crops?

15. Any other information i-elevant to the project?

IRM A:GK:ICA:2005

A. Product

1. W hat is the project designed/created to produce? Where did this idea come from? Is 

there a unit for the same or a similar product in the same or adjacent region? What is 

its experience with its products - acceptance by market, raw material availability, 

demand, price, cost o f production and sale, profit?

2. What are the special features of the product - taste, smell, texture, packing, life, 

convenience, price, etc?

3. What is the expected demand for the product now? next year? five years hence?

4. Is the demand likely to change due to changes in fashion?
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5. How is the demand currently met? What is the gap between the estimated supply and 

demand?

6. What are the new product development plans as a part of the proposed project?

D. Markets and Marketing

1. W hat are the markets the product is designed to serve? Are they local or overseas?

2. W hat is the estimated demand for the product and its competing products? How is it 

met at present? W'hat is the gap between the estimated demand and suppK' for the 

product(s) planned for this project and its/their competing products?

3. What is the market segment this project is designed to serve - geographical, income, 

age, sex, occupation, family characteristics, level of education, etc.? Who are the 

other players in this segment? What is your expected market share? How sure are you

. o f  your estimate? Do you foresee some more competitors in the near/foreseeable.

• future? . . .

4. What are your competitive priorities built into the product / project - price, product 

features, quality, delivery lead time, product range? How do you plan to achieve these 

competitive priorities?

5. W hat is the distribution channel you are envisaging for your project? How does it 

compare with the channel for your competitors? What is the commission structure 

you have planned? How does it compare with that of your competitors?

6. What is your brand? How do you plan to cultivate brand among consumers?

7. W hat is the marketing communication scheme (advertising) you are envisaging for 

your product? How does it compare with that of your competitors?

8. What is the structure of your marketing set-up? How do you' plan to make the 

structure responsive to market demand? How do you motivate and retain your sales 

force?

9. W hat is the proportion of marketing expenditure as a fraction of the fmal product 

price? How does your plan compare v\'ith the expenditure of your competitors?

IRM A:GK:ICA:20()5
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10. What are your barriers to entry in the business'? How do you plan to overcome them 

for your entry? How do you plan to exploit them for preventing the entry of your 

potential competitors in future?

11. What is the pricing strategy you have envisaged as a part of your project proposal? 

How does it compare with that of your competitors?

12. What is your fall-back solution in the event the demand does not pick up as per your 

plans? Do you have plans for development, production and marketing of other 

products which can be made from the same inputs and using the infrastmcture with 

little or minor modifications?

E. Processine Facilities and Technical Feasibility

E l. Location

1. What is the area of site located for the project? In the case of agro-processing, how is 

the project site located in relation to the agricultural farm s?'

2. How far or near is the project site to the markets?

3. How far or near is the project site to the centres o f supply of all inputs?

4. .Is the projectsite located close to the main road?

5. Is the project site located near power feeders?

6. Is the project site too near living centres and is likely to disturb the lives o f people 

living in nearby areas? Is it too far for employees/workers/managers to commute and 

work at odd hours?

7. How far is the nearest telephone exchange? Is the site located in such a way as to 

have adequate communication facilities?

8. Is the site close to nearby industries which provide inputs or support it?

9. Is the project site far from offices of govemment authorities whose permission it will 

be necessary to carry on the operations?

10. What is the level of security at the project site? Is too isolated?

11. Is there adequate water supply to the area and can water be drawn from existing water 

mains? If not, is there enough ground water which can be relied upon?

12. How is the terrain at the project site? Will there be a tendency for water to clog within

or around the project site? Or, is there provision for natural drainage?
27

IRM A:GK:ICA:2005



E2. AvailabiUty o f  basic infrastructure

1. Is the project area well-connected to markets through road, rail, sea, air? If not. is 

there prov ision for adequate intermediate storage o f the finished goods during transit 

to the markets?

2. Is the project area served by basic infrastructure like

♦ Adequate water supply

♦ Adequate and uninterrupted, reliable and quality power supply

♦  C o m m u n ica t io n  facilities

♦ Government offices

♦ Banking and credit institutions

♦ Educational institutions like schools, colleges etc.

♦ Public libraries

♦ Recreational facilities

... . . Shopping facilities •

♦ Hotels, restaurants, etc.

'E3. Capacity

1. What is the demand for the product(s) planned to be produced after completion o f the 

project facilities?

2. How much is plarmed to be produced annually, daily, or seasonally?

3. Is the above capacity just adequate or is there a cushion built for future possible

growth in demand?

4. W ould it be advisable to take the capacity to a much higher level, even though at a

higher initial investment, from the point of view of economy of operations?

5. In the event the demand does not pick up as planned, or if the marketing is not strong 

enough to offload the production, can the capacity be leased to some other agcncy? 

Or, can the capacity be used for other purposes?

IR M A:G K :ICA :2005
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6. In case the demand grows much beyond expectation, can the capacity be augmented 

by marginal investment on balancing equipment, without resorting to major 

modifications?

E4. Processing Technology

6. Is the technology of processing planned to be employed for the project a proven one? 

Or, is the technology under development and is yet to be proven?

7. Is it labour-intensive or capital-intensive?

8. If  it is labour-intensive, is it possible to get the type of skill in the project area? Or, 

will it be possible to hire from some other area, trained labour, and retain the labour 

without too much of burden on the firm or on the society supporting the firm? In case 

the labour is hired from outside, does the project area provide the necessary living 

infrastructure?

9. I f  the technology of .processing is capital-intensive, does it provide flexibility for 

change-over to other products? Or, will it be for a single, line of production and 

become useless if  there is no market for the product?

1 O’. W hat is the extent of regular maintenance effort required for the upkeep of the plant? 

Is the technology such as to lead to stoppage of production due to frequent 

maintenance shut-downs?

11. What is cost o f  operation per unit volume of production for the various technology 

options? What is the criterion adopted for the choice of technology? Why is that 

criterion adopted?

12. Is the technology likely to be rendered obsolete in the near future? Or, is it likely to 

be replaced by a higher step which can be incorporated by minor modifications?

13. Does the technology of processing incorporate necessary provisions for safety of 

equipment and personnel, and does it control the discharge of effluents?

14. Where will the technology be sourced? What are the provisions in the project for 

purchase of hardware (viz., plant, machinery and equipment) and software (viz., 

drawings, design calculation, inspection procedures, operations and maintenance 

procedures, training of personnel), and adaptation of technology to local needs? Who 

wall provide these? At v>̂ hat cost?
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E5. Quality

1. What is the quality of output demanded by the market? What are the features which 

make your product different from that of your competitors?

2. Have you planned to have quahty as your competitive priority? If so, what aspect of 

quality o f the product will decide your competitive priority?

3. What are the mechanisms-physical and human - which you plan to install in the 

project to ensure consistency of quality of product?

4. What are the procedures planned for traceability o f the product and recall in the event 

o f  defects?

5. What will be the pattern of inspection and sampling of inputs, finished goods and in- 

process goods?

6. What will be the structure of the quality control/quality assurance/inspection 

function? Will it be a separate department or will it rest with the individ.uals 

responsible for production at every stage?

E6. Effluent Disposal/Treatment

9. What is the extent or level of effluents created during processing? How is the 

effluent discharged?

10. How harmful or damaging is the effluent to the adjoining environment - air, water, 

soil?

11. What are the provisions made in the processing scheme to treat the effluent and 

discharge only harmless substances to the environment? What is the initial cost o f the 

effluent treatment plant and what are the operating costs? Who will design and supply 

the effluent treatment plants?

12. Is the effluent rich in certain chemicals or products which may be economically 

recovered for being reused? If so, what is the scheme for recovery and v/hat is its 

initial cost and what is the cost o f operation?

13. Is the effluent treatment scheme certified and approved by the pollution control 

authorities?
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E7. Safety o f  operations

1. Are there adequate safety provisions in the processing scheme to the land, buildings, 

equipment, personnel?

2. Has the soil been tested and approved for buildings?

3. Is the project site prone to seismic effects? If so. what are the precautionary measures 

adopted? How sound are they? Has their soundness been examined?

4. What is likely to be the impact o f heavy rains or flood on the operations? Have 

sufficient provisions been made against possible adverse effects of heavy rains or 

floods or other climatic conditions?

5. Does the design of the buildings and other structures provide for adequate ventilation, 

lighting, heating, etc.? Are there sufficient emergency exits in case of electrical 

short-circuits, fire, etc.? Is there a sufficient number of fire extinguishers and water 

for control of fire?

6. If  power-operated hoists, cranes and other material handling equipment like dumpers,

bucket elevators are employed, has sufficient provision been made for safety o f the 

persormel operating such equipment and those working in areas adjacent-to such 

installations? ' .............. ‘ ,

7. Is there a first-aid unit? Is an ambulance a part of the project scheme? Is there a panel 

o f  medical specialists whose services may be invoked on emergency? What is the tie- 

up with adjacent government hospitals or private hospitals for emergency cases?

8. In case of industrial accidents or sudden illness, is there an established procedure for 

attending to patients immediately?

E8. Layout

1. What is the basis for the layout design - minimisation of distance materials move, 

convenience, process flow' scheme, aesthetics, maximum utilisation of space, good 

physical Working condition, any others?

2. Does the layout provide for smoothness of operations, without too much of criss­

crossing?
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3. Does the layout provide for future expansion and possible modifications for new 

products?

4. Does the layout provide for sufficient security of goods/materials/persotuiel?

5. Does it provide for privacy for operations of the internal work force and insulate them 

from disturbances from outsiders like materials suppliers, sales personnel, people 

from other departments, etc?

6. Are there material receiving and finished goods despatching sections so located that 

they are adjacent to the processing sections and at the same time provide privacy to 

processing?

7.' Does the layout eliminate the need for administrative personnel to interfere in day-to- 

day operations?

8. Does the layout pro\ ide for adequate conimunication facilities like telephones, fax, 

computers, etc?

9. Does the layout provide for adequate storage space within offices and within factory 

buildings, godowns, stores etc.?

10. Is there provision for security offices, control/monitoring o f movement of vehicles, 

goods, personnel, etc.

11. Does the layout provide for basic amenities like water, toilet, etc., in a decent way?

E9. M aterial Storage andHaucUing Facilities
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1. Is the material received on a daily basis or on a seasonal basis? What is the estimated 

quantity o f raw materials and finished goods expected to be stored at any point of 

time? Is the quantity stored matched to market demand and input supply?

2. Has the capacity of the storage space been arrived at on the basis of realistic estimates 

o f product demand and input receipts?

3. What are the special conditions required for storage -  cold storage, heating, open 

ventilation, protection against rain and moisture, protection against insects and 

rodents, etc.? Have these been taken care of in the design of the storage systems and 

storage space?

4. Is there sufficient space around the storage space for the movement o f trucks and 

other vehicles, without leading to congestion of vehicles or creation of traffic jams?



5. Is the storage space so designed as to allow stacking of the materials and their 

removal on a continuous basis without difficulty? Are necessary material handling 

systems built in as a part o f the storage?

6. Have the required material accounting systems been designed? Is there provision for 

a materials accountant to operate from an independent office which forms part of the 

storage space?

7. How is the storage space insulated against natural calamities and man-made 

accidents, such as earthquake, fire, floods, rain, groundwater seepage, etc?

8. Is the lighting in the storage area adequate?

. Procurement Feasibility

1. What is the area o f land supporting the planned venture?

2. What is, the yield per hectare per year of the crop that becomes an input to your

enterprise?

3. How much of the produce is consumed by the local population?

4. What are the alternative uses of the product, apart from its, role as an input toyour 

enterprise? .

5.. .. _ What are the current methods o f procurement of the product?

6. What is the scheme you have envisaged for the procurement of inputs from the

farms/farmers?

7. What is the price at which the farm produce is currently purchased by the 

vendors/middlemen, or what is the price at which the farmers sell their produce in 

the markets either individually or collectively?

8. Is there possibility of competition from private traders to your plant for

procurement of the farm produce?

9. In the event the farmers are reluctant to sell their produce to you or it is not

possible for you to procure from the farmers at reasonable prices, what are your 

fall-back options on temporary basis and on permanent basis? Will this practice 

go against the interest of the farmers for whom the co-operative venture has been 

set up? If so, what are your plans for educating the farmers and providing them 

remunerative prices?

IRMA:GK:ICA:2005



10. How do you convince the farmers of the need for value addition through 

collective means?

11. Plow do you plan to collect the farmers and enlarge the membership of your co­

operative, so as to matce the project financially \ iable?

12. What ai'e the facilities you intend providing as a part of the project to the farmers 

for harvesting, post-harvest storage and transport to the processing centre?

13. What are the terms of payment to the farmers?

14. What are the additional facilities and privileges that will be given to the farmers to 

boost their loyalty to their co-operative? Have these been envisaged as a part of 

the project? What is their cost?

15. How do you ensure quality of the farm produce? W'ill you have differential 

pricing schcmes for acceptance of farm produce of different quality standards, so 

that farmers have a reasonable assurance of their produce being accepted?

16. What is the institutional mechanism envisaged as' a part of the project for 

educating the farmers and providing them extension services so that they produce 

raw materials of the required type, quality and in the right quantity at the right, 

time?

17. Does the project plan envisage providing inputs to the farmers, including

arrangement of credit, on a mutually agreed basis? ‘ '

18. Do the farmers feel that it is their institution and that they manage it through their 

elected representatives?

19. Does the project provide for holistic means by which the farmers are made to 

realise that the co-operative is theirs and that they should support it in times of 

adversity as well as o f prosperity?

A. Organisational viability

2. How is the project planned to be managed right from its identification through 

different phases and during the benefits realisation/operations phase?

3. What is the structure o f the organisation during the different phases?

4. What is the relationship, horizontal as well as vertical, among the various units and 

personnel during the different phases of the project? ’
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5. What are the titles of people placed at different levels, what are their job description,

responsibilities, and authorities? What are the educational qualifications and skills 

for different positions?

6. What is the compensation package, including perks, incentives etc.?

7. WTiat is the system o f rewards and correction?

8. How is the organisational pattern conducive to fast response to changing markets and

surges in market demand in respect of product volume and product range?

9. How does the organisational design meet the higher needs of employees for 

affiliation to the organisation?

10. What is the plan of human resource development envisaged in the project?

B. Implementation Plan

0. How is the project planned to be implemented during the execution phase?

1. Have the people/agencies for the execution, of-the various components been 

identified?

2. Who will be the person who will be designated as project manager to co-ordinate the

- work o f these agencies?................. . . . . . .

3. Has the project manager been fully authorised to execute the various activities 

without frequent recourse to the higher management, so that the speed of execution is 

not hampered?

4. Has the information flow among the various agencies involved in the project been 

defined unambiguously in terms of time, quality, relationships?

5. Has the frequency o f monitoring during execution been defined?

6. Has the project execution time been estimated with a fair amount o f precision, taking 

into account possible contingencies for slippages?

7. Has a plan been evolved for evaluation during the benefits realisation phase?

IRMA:GK:ICA:20l)i
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. Financial Viability

II. Initial Investment

0. Find out the cost o f the following items:

♦ Land

♦ Various buildings/civil works (estimate areas and unit rates)

♦ Plant and machinery for production/processing (list the various items and

estimate their costs on the basis of budgetary quotation)

♦  U tilities  (such as w ashcries .  steam generators, s tand-by pow er units etc.)

♦ Pollution control equipment

♦ Other items o f plant and machinery, such as material handling systems,

mobile units, etc.

♦ Office equipment, furniture, etc., including computers, modems, advance 

payments for licenses, etc.

♦ Technology transfer fees, license fees and similar' charges for know-how 

transfer

♦ Charges/expenses for installation and commissioning

♦ Pre-operative expenses for trial runs, product launching,, trouble shooting, 

recruitment, training of personnel, etc., to take the system to full-level 

operations

♦ Preliminary expenses, such as expenses associated with formation of co­

operatives, collection o f data, preparation of feasibility report, market 

surveys/research, membership drive, etc.

♦ Working capital margin

♦ Interest on terra loans during the construction period

♦ Contingency

(Participants may not be in a position to collect all the data, as some computations

are involved; they are advised to collect all the basic data such as land requirement,
♦

building requirement, cost of plant and machinery, interest rates, etc. The basic

data brought by the participants will be used to help them evolve the project.)
36
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12. Operating revenues 

Find out/estimate the following;

♦ Demand for the product(s) during the various years of operation o f the product

♦ Selling price and its range

♦ Possible revenues from sale of scrap

♦ Other possible incomes

13. Operating Costs

Find out/estimate the following;

♦ Cost of raw material per unit of the final product(s)

♦ Labour charges per unit o f the final product(s)

♦ Salaries o f supervisory staff •

♦ Salaries o f administrative staff and managerial staff, including their perks etc.

. ♦ Overheads such as

Power, electricity, lighting etc.

*> Water 

•> Telephones

❖ Conveyance/transport

❖ Steam generation

❖ Maintenance and spares 

»> Welfare expenses

❖ Other operating overheads like training expenses, office stationery, rent etc.

♦ Depreciation

♦ Interest on working capital

♦ Interest on long term funds

♦ Income tax

♦ Sales tax

♦ Other levies, taxes, etc.
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14. Other items

Find out/estimate the following;

♦ Investors’/shareholders’ expectation of dividend

♦ Limits of loan that may be sanctioned by local banks/financial institutions for 

projects

♦ Interest structure

♦ Working capital margin as a percentage of total working capital requirement, as 

stipulated by the banks in >our aiea

♦ Interest on working capita! loan charged by the banks

15. Assumptions

As you have seen by now, the amount of data required for project preparation is 

•enormous. It will not be possible to arrive at realistic or even reasonable results in 

regard to project analysis without making; a few assumptions, some o f which may be 

critical to the success o f the project. Such critical assumptions may become risk factors 

whose effect has to be assessed as part of the project analysis. It is advisable that all 

assumptions are listed and brought by you when you come for the training module at 

IRMA.
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CHAPTER 6

Conclusion

In the last few pages, the concept of a project was introduced, followed by an 

elucidation of the project life-cycle. Some preliminary procedures for project 

identification were also indicated. As you would have learnt by now, a project is very 

different from normal, day-to-day operations, meaning that they require large one-time 

investment which starts bearing fruits long after the investment is made. In day-to-day 

operations, managers are concerned with monihh' or quarterly or annual profits and cash 

flows; in the case of projects, decisions on project selection are made on the basis o f long 

term viability. Viable projects are ultimately nianaged on a day-to-day basis. .

The preparation o f projects, as you have now seen, is a highly dynamic and 

reiterative exercise which calls for continuous collection of a large amount of data and 

fitting the data into the project format. The tools and techniques for use o f data will be 

discussed during the training programme to enable you to come out with a  m eaningful,. 

viable, implementable and bankable projcct proposal.

It will be necessary on your part to collect as much data as you can during 

the next few weeks so that you can succeed in this endeavour. You may wonder 

where to collect all the data. Unfortunately, there is no hard and fast rule, nor a well- 

defined single source which provides all the data you will be looking for. In general, 

however, the following sources may be tapped:

Various reports published by ministries of your government 

*** Reports published by the central bank of your country

*** Reports of the local governments on the economic activities of your project area 

•** Annual and long-term plans prepared by various ministries of your government 

*** Annual and long-term plans prepared by local bodies
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Annual and long-term plans prepared by development banks in your project area 

Annual and long-term plans prepared by other de\elopment institutions o f your 

project area

Reports of the various chambers o f commerce and industiy of your project area 

<* Reports published by the World Bank

❖ Reports of the Food and Agriculture Organisation of the United Nations 

<* Any reports o f survey conducted by other entrepreneurs

Any report prepared by urea

❖ Local newspaper reports, especially those relating to economic events

❖ Popular business magazines and business journals published in your country

❖ Public speeches o f politicians, bureaucrats, civil servants, and dignitaries 

Discussions with your colleagues in your organisation

❖ Discussions with your friends in other organisations

❖ Discussions with university professors, research workers, newspaper editors and 

reporters o f your region

, Reference to project reports prepared by earlier batches of the ICA/Japan Training 

Programme for Strengthening Management o f Agricultural Cooperatives in Asia.

As you can see, the list is long and it is a formidable task to collcct the data. 

If the data are collccted sincerely, half the project preparation is over. A quick 

perusal of the two project reports included as Annexes to this manual will help you 

further in your thought process.
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ANNEXE-1

A SUGGESTED COMPREHENSIVE FORMAT FOR 
AGRICULTURAL/AGRO-PROCESSING INVESTMENT PROJECTS (WITH  

SPECIAL REFERENCE TO AGRICULTURAL COOPERATIVES)

Chapter Title/Sub-Title/Brief Outline f Suggested
Number____________ __________________________________________ No. of Pages

Acknowledgements 01

^01 Executive Summary and Conclusions 04

(Brief synopsis of the essential elements of the proposal) 

v02 Introduction*^ 01-02

How/Methodology adopted- 
By whom the project has been prepared;

• Origin of the proposal; ■
Purpose of the project report; and,
To whom it is addressed,

03 Background 05-06

Key features: political, economic & demographic;
a. ■ The agricultural sector; •
b. Income distribution and povert>';
c. Development policies and social objectives;
d. Institutions and services; '

^ e‘. Ongoing and proposed projects; ^
f. Cooperative development situation;

^  g. Brief description of the cooperative (Objectives,
organisational structure, activities and its 
economic situation)

j0 4  The Project Area, its People and 05-10
Development Potential

[A] Natural Resources

Location
Climate
Geology, Soils, Topography & Land Use 
Potential
Water, power and other Resources
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[B] The Economy and the People

The Local Economy 
The People

'[C] Agriculture and the Sustainability
of Natural Resource Use

Land Use and Farming Systems 
Sustainability' of Natural Resource Use 
Technologies

f̂ D] Rural Institutions and Infrastructure

Input Suppl\ ‘
Produce iMarketing
Processing
Infrastructure
Administration, Ser\'ices & Farmers' Organisation

[E] Projects and Ongoing-Development
Programmes 

* ' ■ ’
05 . . Project Rationale and Design Consideration 03-06

. ■ . . .  . .

[A] Project Rationale/Context
'9

[B] Design Considerations
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CHAPTER i

1 .  I n t r o d u c t i o n

P a d d y  c u l t i v a t i o n ,  b e i n g  t h e  l i v e l i h o o d  o f  m o s t  o f  t h e  p e o p l e  

i n  t h e  r u r a l  s e c t o r  a n d  a l s o  f o r  i n i n i i n i s 8 . t i o n  o f  r i c e  i m p o r t s  

t o  s a v e  t h e  v a l u a b l e  f o r e i g n  e x c h a n g e ,  i t  p l a y s  a  v i t a l  r o l e  

i n  o u r  e c o n o m y .  O u t  o f  t h e  t o t a l  p o p u l a t i o n  o f  1 8  m i l l i o n  1 . 8  

m i l l i o n  f a r m e r s  a r e  e n g a g e d  i n  p a d d y  c u l t i v a t i o n ,  t h i s  i s  1 0 %  

o f  t h e  t o t a l  p o p u l a t i o n .  F r o m  a  m e a l  o f  r i c e  S r i  L a n k a n s  g e t

45% - 4 0 %  o f  c a l o r i e s  a n d  p r o t e i n  r e s p e c t i v e l y  i n  t h e i r

n u t r i t i o n a l  r e q u i r e m e n t s . T o  b e c o m e  s e l f  s u f f i c i e n t  i n  o u r

s t a p l e  f o o d  a n d  t o  p r o t e c t  i t  w e l l ,  p a d d y  c u l t i v a t i o n  a n d  r i c e

p r o d u c t i o n  i s  o f  p r i m e  i m p o r t a n c e  i n  S r i  L a n k a .

I n  1 9 5 7 ' t h ' e  a r e a  u n d e r  p a d d y  c u l t i v a t i o n  w a s  0 . 4 8 7  h a .  a n d  i n  

t h e  y e a r  1 9 9 3  i t  d e v e l o p e d  u p  t o  0 . S 3 5  h a .  a m o u n t i n g  t o  a n  

i n c r e a s e  o f  7 4 %  u n d e r  c u I t  i v s  t i o n  . T h i s  w a s .  m a i n l y  d u e -  t o  t h e  

c c c e l e r a t e d  M a h a w e l i  D i v e r s i o n  p r o g r a m m e s  b r i n g i n g  1 3 9 , 2 2 9  h a .  

o f  I s n d  u n d e r  p a d d y .  T h i s  i s  40.-J' o f  t h e  t o t a l  i n c r e a . s e .  

H o w e v e r  i t  i s  i m p o r t a n t  t o  p . e n t i o n  t h a t  6 6 % .  o f  t h e  c u I t i v s t i o n  

t a k e s  p l a c e  d u r i n g  t h e  Hahs .  s e a s o n  < N E H )  a n d  3 4 %  d u r i n g  t h e  

Y a l a  s e a s o n  ( S W H ) .

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

i m p o r t a n t  c h a n g e s  t o o k  p l a c e  d u e  t o  t h e  t o t a l  c u l t i v a t e d  a r e a  

b e c o m i n g  l a r g e r  a n d  a l s o  b y  d e v e l o p m e n t  a n d  u t i l i z a t i o n  o f  n e w  

t e c h n o l o g i e s  i n  s e e d  p a d d y  a n d  f e r t i l i z e r s .  D u r i n g  t h e  l a s t  1 6  

y e a r s  t h e  r i c e  r e q u i r e m e n t s  o f  t h e  c o u n t r y  i n c r e a s e d  b y  3 5 %  

w h i l e  t h e  p o p u l a t i o n  i n c r e a s e d  b y  3 9 % .

B y  t h e  y e a r  2 0 0 0  o u r  p o p u l a t i o n  w o u l d  g r o w  u p  t o  2 0  m i l l i o n s .  

T h e r e f o r e  o u r  r i c e  r e q u i r e m e n t s  w i l l  b e  g r a d u a l l y  i n c r e a s e d  t o  

2 1 2 2 3 7  H t t .

A t  p r e s e n t  o u r  t o t a l  a n n u a l  r e q u i r e m e n t  o f  r i o e  i s  

a p p r o x i m a t e l y  1 8 , 6 0 , 0 0 0  H t t .  We p r o d u c e  o n l y  1 3 , 5 0 , 0 0 0  M t t  a n d .  

t h e  r e s t  i s  i m p o r t e d .  T h e  m a i n  c o n s u m e r  i t e m  s o l d  b y  t h e  2 9 2  

H P C S S  i n  S r i  l a n k s  i s  r i c e  a n d  t h e  q u a n t i t y  o f  r i c e  m a r k e t e d

2.



t h r o u g h  t h e s e  s o c i e t i e s  b r a n c h  n e t  w o r k  i s  a p p r o x i m a t e l y  2 0 3 0 0  

M t t .  a  m o n t h  a n d  i t ' s  v a l u e  a m o u n t s  t o  a r o u n d  R s . 3 5 0 0 / =

m i l l i o n .  T h e s e  r e q u i r e m e n t s  a r e  e i t h e r  p r o c u r e d  t h r o u g h  

p r i v a t e  m i l l e r s  o r  f r o m  t h e  p r i v a t e  s e c t o r ,  a  v e r y  l i t t l e ,  i s  

b e i n g  n o w  p u r c h a e d  f r o i n  t h e  s t a t e  s e c t o r  a n d  t h e  c o - o p  s e c t o r .  

T h e  f i g u r e s  g i v e n  a b o v e  c l e a r s  t h a t  r i c e  p r o d u c t i o n  i s  . o f  

u t m o s t  i m p o r t a n c e  i n  o u r  e c o n o m y .  U n d e r  t h e  c i r c u m s t a n c e s  a n y  

p r o p o s a l  p e r t a i n i n g  t o  r i c e  p r o d u c t i o n  i n  S r i  L a n k a  i s  - v e r y  

i m p o t a n t .

B a c k g r o u n d  o f  t h e  K u n d a s a l e  M u l t i p u r p o s e  c o - o p r a t i v e  s o c i e t y  

L t d .

1 . 1  I N T R O D U C T I O N  T O K M P C S .

H u l t i  p u r p o s e  C o - O p e r a t i v e  S o c i e t y  L t d .  K u n d a s a l e  i s  s i t u a t e d  

i n  t h e  b e a u t i f u l  D u m b a r a  V a l l e y  o f  t h e  C e n t r a l  H i l l s  i n  t h e

D i s t r i c t  o f  K a n d y  i n  t h e  C e n t r a l  p r o v i n c e  o f  S r i  L a n k - a . T h i s  

w a s  r e g i s t e r e d  u n d e r  t h e  C o - o p  A c t .  o f  t h e  G o v t , .  o n  t h e  2'dy'̂ ' 
J s . n u a r y  l S 7 i  w i t h  t h e  a m a l g e . i i ) a t i o n  o f  2 4  C o n s u m e r  S o c i e t i e s  t o  

c o i n c i d e  w i t h  t h e  m a j o r  r e o r g a n i s a t i o n  t o o k  p l a c e  i n  t h e  y e a r  

1 9 7 1 .

O B J E C T I V E S

T h e  p r i m e  o b j e c t i v e  o f  t h e  KMPCS i s  p r o m o t i o n  o f  t h e  e c o n o m i c  

i n t e r e s t  o f  t h e  m e m b e r  i n  a c c o r d a n c e  w i t h  C o - O p e r a . t  i v e  

p r i n c i p l e s  a n d  t h e  e n c o u r a g e m e n t  i n  m e m b e r  o n  t h e  s p i r i t  t o  

p r o m o t e  t h e  C o - O p e r a t i v e  m o v e m e n t .

O R G A N I Z A T I O N A L  S T R U C T U R E

A c c o r d i n g  t o  t h e  b y e  L a w s  o f  t h e  M F C S ,  t h e  s t r u c t u r e  o f  t h e  

o r g a n i z a t i o n  s t a r t s  f r o m  t h e  g r a s s  r o o t  l e v e l  o f  t h e  m e m b e r s  

a t  t h e  b r a n c h e s  w h o  e l e c t  t h e i r  c o m m i t t e e  a n d  t h e  c o m m i t t e e

e l e c t s  t h e i r  p r e s i d e n t  a n d  t h e  s e c r e t a r y  a n d  a l s o  t h e  

r e p r e s e n t a t i v e s  t o  t h e  G e n e r a l  B o d y .  A t  t h e  m e e t i n g  o f  t h e  

G e n e r a l  B o d y  o n c e  i n  t h r e e  y e a r s  e l e c t s  t h e i r  p r e s i d e n t  a n d  

t h e  V i c e  P r e . s i d e n t .  T h e  G e n e r a l  M a n a g e r  i s  t h e  C h i e f  E x e c u t i v e

o f  t h e  K P C S  a n d  u n d e r  h i m  c o m e s  t h e  r e « t  o f  t h e  s e c t i o n a l

h e a d s ,  m o n i t o r i n g  s t a f f  a n d  t h e  r e s t  o n  v a r i o u s  s e c t i o n s  o f  

t h e  o r g a n i z a t i o n .
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A C T I V I T I E S

T h e  a c t i v i t i e s  u n d e r t a k e n  b y  t h e  H P C S  f a l l  u n d e r  f o u r  m a i n  

s t r e a m s .  T h e  C o n s u m e r  s e r v i c e  s e c t i o n .  T h r i f t  a n d  C r e d i t  

f a c i l i t i e s ,  p r o d u c t i o n  a n d  t h e  A g r i c u l t u r e  s e r v i c e  a n d  

E d u c a t i o n  a n d  T r a i n i n g .

C O N S U M E R  S E R V I C E S

T h e r e  a r e  f o u r  w h o l e s a l e  u n i t s  a n d  4 5  b r a n c h  o u t l e t s  i n c l u d i n g  

t h e  s u p e r  m a r k e t  c o m p l e x  w i t h  2  f u e l  f i l l i n g  s t a t i o n s ,  a  

H a r d w a r e  s h o p  a n d  s p e c i a l  b r a n c h e s ,  T h e  4 5  b r a n c h  o u t l e t s  

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

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

T R A N S P O R T  S E C T I O N

T r a n s p o r t  s e c t i o n  p o s s e s s e s  4  l o r r i e s ,  a  t r a c t o r  a n d  a  v a n  f o r  

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

F I L L I N G  S T A T I O N S

T h e r e  a r e  t w o  F u e l  f i l l i n g  s t a t i o n s  l o c a t e d  i n  t h e  . a r e a  o f  

o p e r a t i o n . . , _ ,

T H R I F T  A N D  C R E D I T  S E R V I C E S

T h e  a b o v e  s e r v i c e s  a r e  r e n d e d  t o  t h e  m e m b e r s h i p  a n d  a l s o  t o  

t h e  n o n e  m e m b e r s  t h r o u g h  f i v e  R u r a l  B a n k s  a n d  2 2  a p p r o v e d  

b r a n c h  u n i t s  s e r v i n g  t h e  r e m o t e  r u r a l  a r e a s . C r e d i t  n e e d s  o f  

t h e  f a r m i n g  c o m m u n i t y  a r e  m e t  t h r o u g h  t h o s e  r u r a l  b a n k s .

P R O D U C T I O N  AND A G R I C U L T U R E  S E R V I C E S

U n d e r  t h e  a b o v e ,  t h e r e  i s  s. p a d d y  m i l l ,  a  c h i l l i e  a n d  c u r r y  

p o w d e r  p r o c e s s i n g  m i l l  a n d  a  c e m e n t  b l o c k s  m a n u f a c t u r i n g  u n i t .  

S u p p l y  o f  i n p u t s . C r e d i t  f a c i l i t i e s  a n d  a r r a n g i n g  f o r  m a r k e t i n g  

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

h e r e  .

E D U C A T I O N  AND T R A I N I N G

C o n t i n u o u s  p r o g r a m m e s  a r e  c o n d u c t e d  f o r  t h e  m e m b e r s ,  s c h o o l  

c h i l d r e n ,  y o u t h s ,  w o m e n  i d e n t i f i e d  c o m m o d i t y  g r o u p s  a n d  f o r  

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

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

o r  o n  c r e d i t  a t  c h e a p e r  r a t e s ,  a l s o  g e t t i n g  t h e i r  i n p u t s  

r e q u i r e d  f o r  f a r m i n g  i n c l u d i n g  c r e d i t  f a c i l i t i e s  a n d  m a r k e t i n g  

t h i e r  p r o d u c e  t o  t h e  M F C S  o r  t h o u g h  a r r a n g e d  m a r k e t s . T r a i n i n g  

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

p r o d u c t i v i t y  e n h a n c e  t h e i r  f a r m  i n c o m e .

A d d i t i o n a l  a c t i v i t i e s ,  c r e a t i o n  o f  l u c r a t i v e  m a r k e t s  f o r  t h e

f a r m  p r o d u c e ,  e d u c a t i n g  t h e  m e m b e r  s u f f i c i e n t l y  o n  m i n i m i s i n g

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

s t o r i n g  a n d  t r a n s p o r t  w o u l d  e n h a n c e  t h e i r  i n c o m e .  C r e a t i o n  o f  

r e c r e a t i o n  a n d  w e l f a r e  a c t i v i t i e s  a n d  d e v e l o p i n g  a  f a v o u r a b l e  

s o i c o  e c o n o m i c  e n v i r o n m e n t  w o u l d  l e a d  t o w a r d s  a  p r o s p e r o u s

l i f e  o f  t h e  m e m b e r  f a r m e r .
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1 . 2  A G R I C U L T U R A L  B A C K G R O U N D  OF  T H E  A R E A  O F  O P E R A T I O N  O F  T H E  

K H P C S

T h e  l a n d  a r e a  o f  t h e  a r e a  o f  o p r a t i o n  o f  t h e  K H P C S  i s  2 1 6 4 5  

a c r e s (  8 3 . 5 0  s q . k m m )  a n d  t h e  l a n d  u t i l i z a t i o n  i s  a s  f o l l o w s )

C u l t i v a t e d  l a n d  

C u l t i v a b l e  l a n d  

U t i l i z e e d  f o r  H o u s i n g  

U n c u l t i l v a b l e  l a n d  

P a d d y  l a n d s

T e a

R u b b e r

C o c o n u t

M i n o r  e x p o r t  c r o p s  

R e s e r v a t i o n s

R a i n f a l l ( a n n a u l  a v e r a g e )  -

T e m p e r a t u r e
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r e d i s h  l o a m .  R e d i s h  b r o w n  

a n d  y e l l o w  p o d s o  l i e .



CHAPTER 2

2 . 1  P R O J E C T  A R E A

P r o j e c t  a r e a  i s  m a i n l y  c o n f i n e d  t o  t h e  a r e a  o f  o p e r a t i o n  o f  

t h e  K M P C S . P r o d u c t i o n  o f  p a d d y  a n d  a v a i l a b i l i t y  o f  s u r p l u s e s  

w i t h  f a r m e r s  i n  t h e  a r e a  i s  i n s u f f i c i e n t  t o  f e e d  t h e  r i c e  

m i l l .  T h e r e f o r e  p r o c u r e m e n t  o f  r e q u i r e d  a m o u n t  o f  p a d d y  h a s ' b e  

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

T h e  r i c e  m i l l  o r  t h e  p r o c e s s i n g  u n i t  i s  s i t u a t e d  a b o u t  a b o u t  

4  k i l o  m e t e r s  a w a y  f r o m  t h e  m a i n  o f f i c e  o f  t h e  s o c i e t y  i n  a  

v i l l a g e  c a l l e d  N a p a n a .

2 . 2  B A C K G R O U N D  O F  T H E  E X C I S T I H G  R I C E  M I L L

K H P C S  h a s  a  r i c e  m i l l  w i t h  a  m i l l i n g  c a p a c i t y  o f  1 0 0 0 0  kgg of 
r i c e  p e r  a n  e i g h t  h o u r  s h i f t .  I t  h a s  a  f l o o r  c a p a c i t y  o f  2 5 0  

s q . m t r s .  i n  t w o  b u i l d i n g s  i n c l u d i n g  t h e  s t o r e s ,  m a c h i n e r y  u n i t  

a n d  t h e  o f f i c e ;  t h r e e  . ^ j o a k i n g  t a n k s  a n d  d r y i n g  f l o o r .  

M a c h i n e r y  u n i t  c a r r i e s ,  t o  c o m b i n e  . r u b b e r ,  h u l l e r s  w i t h  - a  

p o l i s h e r .

T h i s  m i l l  w a s  s e t u p  i n . t h e  y e a r  1 9 7 1  w i t h  t h e  v i e w  t o  p r o d u c e  

p a r  b o i l e d  r i c e  w i t h  t w o  s t o n e  d i s c s  h u l l e r s . a n d  . a  p o l i s h e r  

w i t h  a  c o m b i n e d  b o i l e r  a n d  a  d r y e r . T h i s  c o m b i n e d  . b o i l e r  a n d  

t h e  d r y e r  . w h i c h  w a s  t u r n e d  o u t  b y  t h e  I n d u s t r i a l  D e v e l o p m e n t  

B o a r d  o f  S r i  L a n k a  w a s  f o u n d  i n e f f e c t i v e  w i t h  i n  a  s h o r t e r  

p e r i o d .  H e n c e  t h e  K H P C S  h a d  t o  a b u n d a n e d  t h e  w h o l e  p r o c e s s  a n d  

h a d  t o  g o  i n  f o r  r a w  r i c e  p r o d u c t i o n .

T h e  b u i l d i n g s  c o n s i s t  o f  t h r e e  u n i t s . .  1 s e p a r a t e  s t o r e s  f o r  

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

r i c e  s t o r e s  i n  t w o  s e c t i o n e d  b u i l d i n g s .  A t  t h e  m i d d l e  o f  t h e  

y e a r  1 9 9 6 ,  o l d  h u l l e r s  w e r e  r e p l a c e d  w i t h  t w o  c o m b i n e d  r u b b e r  

r o l l  h u l l e r s .

T h e  w o r k  f o r c e  c o n s i s t s  o f  a  m a n a g e r .  M a c h i n e  o p e r a t o r  a n d  

e i g h t  l a b o u r  u n i t s .

P r e  c l e a n e r s  s i e v e  a s p i r a t o r  o r  s e p a r a t o r s  o r  g r a d e r s  w e r e  n o t  

i n s t a l l e d .  S e p a r a t i o n  o f  s m a l l  s t o n e s  e t c .  i s  d o n e  b y  m a n u a l  

s i e v i n g .  H e n c e  s t e a m i n g  a n d  d r y i n g  p r o c e s s  d o  n o t  t a k e  p l a c e  

t h e  s o a k i n g  t a n k s  a n d  t h e  d r y i n g  f l o o r s  a r e  a b u n d e n e d .
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CHAPTER 3
3 . 1  G O V E R N M E N T  P O L I C I E S

I t  i s  p r o p o s e d  t o  i n c r e a s e  t h e  y i e l d  b y  4 . 5  H t t .  p e r  h a .  b y

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

e x c i s t i n g  d e m a n d  w i t h  i n  a  s h o r t  p e r i o d  o f  t i m e .

T h e y  a r e  a s  f o l l o w s

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

v a r i e t i e s  f r o m  4 % - 1 0 % .

( B )  p r e s e r v a t i o n  o f  s m a l l  t a n k s ,  u t i l i z a t i o n  o f  u n d e r g r o u n d  

w a t e r  a n d  b y  e x t e n d i n g  e x t e n s i o n  a n d  e d u c a t i o n  p r o g r a m m e s

o n  w a t e r  m a n a g e m e n t  a n d  t h e r e  b y  i n t e n s i f y i n g  t h e

c u l t i v a t i o n  o f  p a d d y .

( C )  m i n i m i s i n g  t h e  c o s t  o f  p r o d u c t i o n  b y  a d o p t i n g  t h e

f o l l o w i n g  c u l t u r a l  p r a c t i c e s .

1 .  i n t e g r a t e d  p e s t  c o n t r o l

2 .  i n t e r g r a d e d  m a n a g e m e n t  p r a c t i c e s ,  u t i l i s a t i o n  o f  

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

f i e l d s  t o  m i n i m i z e  u s a g e  o f  p o t a s h .

3 .  b y  u s i n g  s t r a i g h t  f e r t i l i z e r  i n s t e d  o f  f e r t i l i z e r  

m i x t u r e s  a n d  t o  u s e  f e r t i l i z e r s  d e p e n d i n g  o n  t h e  

r e s u l t s  o f  t h e  a n a l i z e d  s o i l  s a m p l e s .

4 .  b y  t i m e l y  s u p p l y  o f  w a t e r  f r o m  m i n o r  a n d  m a j o r  

i r r i g a t i o n  s y s t e m s .

5 .  b y  o r g a n i s i n g  A g r i . e x e t e n t i o n  s e r v i c e .

( D )  B y  m o n i t o r i n g  r e s e a r c h  a n d  d e v e l o p m e n t  a c t i v i t i e s  o n

b r e e d i n g  o f  r i c e  v a r i e t i e s  s u i t i n g  t o  v a r i o u s  a g r o ,

e c o l o g i c a l  a n d  c l i m a t i c  c o n d i t i o n s .

( E )  P a d d y  s t o r a g e ,  P r o c e s s i n g  a n d  m a r k e t i n g  t o  b e  m a d e  m o r e

s y s t e m a t i c  a n d  r e c o m m e n d  t h e  f o l l o w i n g  s t r a t e g i e s : -

1 .  c o n t i n u e n c e  o f  t h e  e x c i s t i n g  p a d d y  p r o c u r e m e n t  

p r o c e s s  t h r o u g h  P MB.

2 .  s t e p s  t o  b e  t a k e n  f o r  t h e  f a r m e r s  t o  b e n t  m o r e

t o w a r d s  b a n k  l o a n s  u n d e r  e a s y  l e n d i n g  s y s t e m s .
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3 .  r e s p o n s i b i l i t i e s  t o  b e  g i v e n  t o  t h e  f a r m e r  

o r g a n i z a t i o n s  i n  t h e  p r o c e s s  o f  s t o r a g e  , p r o c e s s i n g  

a n d  m a r k e t i n g ,  a l s o  t o  s u p p l y  i n p u t  s e r v i c e s  a n d  

c r e d i t  f a c i l i t i e s  t h r o u g h  f a r m e r s  o r g a n i z a t i o n  a n d  

f a r m e r  g r o u p s .

4 .  t o  e n c o u r a g e  p r o d u c t i o n  o f  v a l u e  a d d e d  p r o d u c t s  s u c h  

a s  r i c e  f l o u r  a n d  s p e c i a l l y  t o  p r o d u c e  r i c e  p r o d u c t s  

t h a t  c o u l d  b e  e a s i l y  u s e d  b y  t h e  U r b e n  s e c t o r .

5 .  t o  s t u d y  h o w  t o  r e f o r m u l a t e  t h e  s u b s i d y  s c h e m e s  

e f f e c t e d  i n  t h e  i m p o r t a t i o n  o f  w h e a t  f l o u r  u n d e r  t h e  

G A T .  a g r e e m e n t  i n  t h e  f u t u r e .

3 . 2  P R O B L E M S  F A C E D  B Y  T H E  F A R M E R S .

P a d d y  p r o d u c t i o n  a n d  t h e  y i e l d  p e r  h a .  r e m a i n s  s t a g n a n t  d u r i n g  

t h e  p e r i o d  o f  1 9 8 4 - 9 2 .  A v e r a g e  y i e l d  p e r  h a .  w a s  a r r o u n d  3 . 5  

H t t .  A l t h o u g h  t h e  e x p e r i e n c e s  g a i n e d  i n  t h e  p a s t  w a s  n o t  

p r o n i i s i n g ,  i t -  i s  ;• n o t  d i f f i c u l t . t o  i n c r e a s e '  t h e  l e v e l  o f  y i e l d  

p e r  h a .  t o  4 . 5  H t t .  R e q u i r e d  i n t e g r a t e d  r e s e a r c h  o n  t h i s  h a s  

t o  b e  l a u n c h e d  i m m e d i a t e l y .

F a c t o r s  c o n s t r a i n i n g  t h e  g r o w t h  o f  p a d d y  c u l t i v a t i o n

I .  D e c r e a s e  i n  p r o d u c t i o n  i n t e n s i t y .

I I .  I n s u f f i c i e n t  s u p p l y  o f  c e r t i f i e d  s e e d  p a d d y

I I I .  N o n  c u l t i v a t i o n  o f  l o n g  t e r m  v a r i t i e s  (  4  1 / 2  m o n t h s )

I I I .  H i g h  c o s t  o f  p r o d u c t i o n  a n d  l o w  i n c o m e .

I V .  P o o r  m a r k e t i n g  f a c i l i t i e s .

H E E D  AN D J U S T I F I C A T I O N  O F  T H E  P R O J E C T

A t  p r e s e n t  t h e  M P C S S  e n g a g e d  i n  a g r i c u l t u r a l  a c t i v i t i e s  d o  n o t  

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

p r o d u c e . H e n c e  t h e r e  i s  n o  i n t e r r e l a t i o n s h i p  e i t h e r  w i t h  t h e  

f a r m e r s  o r  w i t h  t h e  i n s t i t u t i o n s  i n  t h e  a r e a  o f  p r o c e s s i n g .  I n  

t h e  D i s t r i c t  o f  K a n d y  e a r r i n g  a  p r o d u c t i o n  o f  8 0 0 0 0  M t t .  o f  

p a d d y  c a r r y  o n l y  t w o  r i c e  m i l s  i n c l u d i n g  K H P C S .  O u t .  o f  t h e  2 1  

M P C S S .  i n  t h e  d i s t r i c t .

T h e  t o t a l  r e q u i r m e n t  o f  r i c e ,  m a r e k t e d  t h r o u g h  t h e  b r a n c h  

o u t l e t  n e t  w o r k  a m o u n t s  t o  a p r o x i m s t e l y  2 0 0 0  H t t .  a  m o n t h .
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R e q u i r e m e n t s  o f  t h e  n a i g h b o u r i n g  f e w  s o c i l t i e s  a r e  a r r o u n d  

2 5 0 0  H t t .  a  y e a r .  T h i s  s h o w s  t h a t  t h r e  i s  a  l a r g e  p o t e n t i a l  

a l o n e  i n  t h e  c o - o p  s e c t o r  f o r  r i c e ,  l e a v i n g  t h e  p r i v a t e  

s e c t o r  a  s i d e .

R i c e  c o n s u m p t i o n  p a t t e r n  a n d  t h e  s e l e t i v e n e s s  o f  t h e  c o n s u . m e r  

v a r i e s .  S t e a m e d  r i c e  f e t c h e s  a  b i g  d e m a n d  t h a n  a n y  o t h e r  

v a r e i t i e s .

T h e  d e m a m a n m d  f o r  s t e a m e d  r i c e  i n  t h e  a r e a  o f  o p e r a t i o n  i s  

a l s o  g r e a t  a n d  t h e  c o n s u m e r  w o u l d  g e t  t h e i r  r e q u i r e m e n t s  o f  

r i c e  a t  a  r e a s o n a b l e  p r i c e  i n  c o m p a r i s o n  t o  t h e  p r i v a t e  

d e a l e r s  a n d  t h e y  w i l l  b e  b e n i f i t e d  s i m u l a t a n o u s y  w i t h  t h e  

f a r m e r  w h o  s e l l s  h i s  p a d d y  t o  t h e  M F C S  a t  a  b e t t e r  p r i c e .  

E x p l o i t i n g  t h e  a v a i l a b l e  r e s o u r c s ,  t h e  e x c i s t i n g  p a d d y  m i l l  

a n d  i t s  m a c h i n a r y  a n d  m a n p o w e r  p u t t i n g  i n t o  a  b e t t e r  u s a g e  a n d  

t h e r e b y  i n c r e s e  t h e  p r o d u c t i v i t y  b y  u s i n g  m o s t  m o d e r n  

t e c h n o l i g i e s  j u s h t i f y  t h e  p i r o p s e d  p r o j e c t .
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CHAPTER 4
4 . 1  O B J E C T I V E S

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

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

u n i t  a  l u c r a t i v e  b u s i n e s s  e n t e r p r i s e .

i i .  t o  u t i l i z e  e x c i s t i n g  r e s o u r c e s  t o  m a x i m i s e  p r o d u c t i o n .

i i i .  t o  s u p p l y  q u a l i t y  t a b l e  r i c e  t o  t h e  c o n s u m e r  a t  a

r e s o n a b l e  p r i c e .

i v .  t o  c r e a t e  a  b e t t e r  m a r k e t i n g  i n c e n t i v e  f o r  t h e  p a d d y

f a r m e r  t o  e n h a n c e  t h e i r  f a r m  i n c o m e .

i .  T o  d i v e r s i f y  a n d  d e v e l o p  t h e  e x c i s t i n g  p a d d y  n i l l

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

u n i t  a  l u c r a t i v e  b u s i n e s s  e n t e r p r i s e .

T h e  p r o j e c t  a i m s  a t  g e n a r a t i n g  a n  i n c r e s e d  i n c o m e  f o r  t h e

K H P C S . '  B e i n g  t h e  o n l y  M F C S ,  c a r r y i n g  a  p a d d y  m i l l  i n  t h e  

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

m o v i n g  c o m o d i t y  w i t h  a  h i g h  d e m a n d  i n  t h e  m a r k e t .  H e n c e  i t  i s  

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

t o  c o m p e t e  w i t h  t h e  p r i v a t e  s e c t o r  m i l l e r s .  I t  i s  a l s o  v e r y  

i m p o r t a n t  t h a t  t h e  KM P C S  s t r e n g t h e n s  t h e  p r o d u c t i o n  u n i t  a s  

t h e  t r e n d s  o f  c o m p e t i t i o n  e x c a l a t e s  w i t h  v a r i e t i e s  o f  r i c e ,  

s p e c i a l l y  f o r  s t e a m e d  r i c e .  T h i s  i s  d o n e  i n  a d d i t i o n  t o  t h e  

p r o c e s s i n g  o f  w h i t e  a n d  b r o w n  r a w  r i c e  w h i c h  i s  b e i n g  d o n e  

n o w .

i i .  T o  u t i l i s e  e x c i s t i n g  r e s o u r c e s  t o  n a x l B i s e  p r o u c t i o n .

T h e  p a d d y  m i l l  o f  t h e  KM P C S  i s  o n e  o f  t h e  i m p o r t a n t  p r o d c u t i o n  

u n i t s  i n  t h i e r  w h o l e  b u s i n e s s  a n d  t h e  p r e s e n t  p o s i t i o n  w a s  

d i s c u s s e d  u n d e r  t h e  p r o j e c t  a r e a  i n  a  p r e v i o u s  p a g e .

T h e  a v a i l a b l e  i n f r a s t r u c t u r e s  a n d  o t h e r  r e s o u r c s  a v a i l a b l e  a t  

p r e s e n t  a r e  n o t  u t i l i s e d  b y  t h e  K H P C S ,  T h i s  i s  i d e n t i f i e d  a s  a  

w a s t a g e  o f  v a l u a b l e  r e s o u r c e s .  T h e r e f o r e  t h i s  p r o j e c t  p l a n s  

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

( 1 0  )



i i i .  T o  s u p p l y  q u a l i t y  t a b l e  r i c e  t o  t h e  c o n s u m e r  a t  a  

r e a s o n a b l e  p r i c e .

A t  t h e  p r s e n t  t i m e ,  e v e n  i n  t h e  r u r a l  a r e a s  c o n s u m e r s  a r e  v e r y  

s l e c t i v e .  I n  t h e  r u r a l  s e c t o r  s t e a m e d  r i c e  a n d  r a w  w h i t e  r i c e  

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

t h e  o t h e r  v a r i e t i e s .  A l s o  t h e  q u a l i t y ,  t a s t e ,  t h e  c o l o u r ,  

a r o m a ,  p u r i t y  w i t h o u t  a n y  f o r e i g n  b o d i e s  l i k e  s a n d  m u d  

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

T h e  d e m a n d  f o r  s t e a m e d  r i c e  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  

K M P C S  t h r o u g h  t h e  e x s i s t i n g  b r a n c h  o u t l e t s  a l o n e  a m o u n t  t o  5 0  

H t t .  l e a v i n g  t h e  p r i v a t e  d e a l e r  s a l e s  a s i d e .

I t  i s  v e r y  c l o s e l y  o b s e r v e d  t h a t  t h e  p r i c e  i s  t h e  m o s t

i m p o r t a n t  f a c t o r  a n d  a l s o  t h e  p r i c e  o f  a  k i l l o g r a m  o f  r i c e  i s  

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

M P C S S . T h e  l o c a l  d e a l e r s  a r e  v e r y  o b s e r v a n t  o n  t h e  p r i c e  o f  t h e  

r i c e  s o l d  a t  t h e  C o - o p .  b r a n c h e s  a n d  d e c i d e  o n  t h e i r  s e l l i n g  

p r i c e .  T h i s  i s  a  v e r y  s i g n i f i c n t  i n d i r e c t  i n p a c t  o n  t h e  r i c e  

p r i c e .  T h e r e  f o r  a  - r e a s o n a b l e  p r i c e  t o  t h e  c o n s u m e r  i s

a s s u r e d  . . . . .  - ' ' ' .

i v .  T o  c r e a t e  a  b e t t e r  m a r k e t i n g  i n c e n t i v e  f o r  t h e  p a d d y

f a r m e r  t o  e n h a n c e  t h i e r  f a r m  i n c o m e .

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

k n o w n  f a c t  t h a t  t h e  m a r k e t i n g  o f  a g r i c u l t u r a l  p r o d u c e  i s  n o t

w e l l  o r g a n i s e d  f o r  t h e  b e n i f i t  o f  t h e  f a r m e r  e i t h e r  b y  t h e  

s t a t e  s e c t o r  o r  b y  t h e  c o - o p r a t i v e  s e c t o r .  T h i s  f a c t  s t a n d s  

t r u e  w i t h  t h e  p a d d y  f a r m e r  t o o .  T h i s  o c c u r e s  v e r y  o f t e n  a t  t h e  

t i m e  o f  h a r v e s t i n g  p e r i o d s  a n d  t h e  p r i c e  t o o  c o m e  d o w n  b y  2 0 %  

o r  m o r e .

D u r i n g  t h e s e  p e r i o d s  p r i v a t e  s e c t o r  m o n o p o l i z e s  i n  t h e  p a d d y

g r o w i n g  a r e a s  a n d  t h e  p r i c e  p a i d  t o  t h e  f a r m e r  i s  l o w .  F H B  o f

S r i - L a n k a  t o o  p u r c h a s e s  p a d d y  b u t  t h e i r  p a r t i c i p a t i o n  i s  

i n s i g n i f i c a n t  i n  c o m p a r i s o n  t o  t h e  p r i v a t e  s e c t o r .

D u r i n g  t h e  l a s t  f e w  y e a r s  c o s t  o f  p r o d c u t i o n  o f  p a d d y  s h o t  u p

w i t h  t h e  h i g h  c o s t  o f  l a b o u r  a n d  o t h e r  i n p u t s . T h i s  b e c a m e  a  

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

p e r  h a .

( 1 1 )



( 1 2 )

T a k n i n g  a l l  t h e s e  i n t o  c o n s i d e r a t i o n  a  l u c r a t i v e  p r i c e  f o r  t h e  

f a r m e r  w i t h  a  b e t t e r  a n d  o r g a n i z e d  m a r k e t t i n g  s y s t e m  b y  t h e  

K M P C S .  w o u l d  c r e a t e  a n  i n c e n t i v e  a n d  t h i s  w i l l  e n h a n c e  t h e i r  

f a r m  i n c o m e .

4 . 2  A R E A  O F  O P E R A T I O N

T h e  p r o j e c t  w o u l d  c o v e r  t h e  e n t i r e  a r e a  o f  o p e r a t i o n  o f  t h e  

K u n d a s l e  M F C S .

A s  t h e  p r o d u c t i o n  i n  t h i s  a r a e  i s  h a r d l y  s u f f i c i e n t  i t  i s  

p r o p s e s d  t o  c o v e r  t h e  f o l l w o i n g  n a i g h b o u r i n g  a r e a s .  T h e  e x t e n t  

u n d e r  p a d d y  c u l t i v a t i o n  a n d  e s t i m a t e d  p r o d u c t i o n  a r e  s h o w n  

b e l o w

■ E l e c t o r a t e A v e r a g e  H a c t a r e s I P r o d u c t i o n  M t t .  I

K u n d a s a l e . . . 4 3 7 1 2 6 8  1

M a d a d u m b a r a 1 . 1 3 2 3 2 6 2 8  1

• U d a d u m b a r a  i1 2 0 8 8 1 1 3 3 1 7  1

P a t h a d u m b a r a 1 . . . . 8 4 5 |. - 2 0 9 5  I

H a r i s p a t h t u w a 1 1 8 4 j 2 9 9 0  1

H i n i p e 4 4 8 9
1

1 1 6 9 4 6  1 
1 1

T o t a l
1

1 0 3 6 6
1 I 
1 3 9 2 4 4  (

( s o u r c e  A g r i . D e v .  P r o p o s a l s  o f  Ka n d y  D i s t r i c t - 1 9 9 6 / 9 7 )

4 . 3  P R O C U R E M E N T  O F  P A D D Y

D u r i n g  t h e  l a s t  f e w  y e a r s  t h e  K H P C S  p r o c u r e d  i t s  r e q u i r m e n t s  

f o r  r a w  r i c e  p r o d u c t i o n  f o r m  a m o n g  t h e  m e m b e r s  a n d  a l s o  f r o m  

o u t s i d e  a r e a s .  R i c e  p r o d u c i n g  a r e a s  c o i n i n g  u n d e r  t h e  H a h a w e l i  

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

d i s t a n c e  o f  a p r o x i m a t l e y  4 0  K m m . T h e  e s t i m a t e d  p a d d y  

p r o d c u t i o n  i n  t h o s e  a r e a s  i s  3 9 2 4 4  ( A g r o  d e v e l o p m e t  p r o p o s a l s  

9 2 / 9 6 )  d u r i n g  b o t h  t h e  s e a s o n s  o f  t h e  y e a r .



P u r c h a c e s  p r o p o s e d  a s  f o l l o w s

i .  D i r e c t  p u r c h a s e  f r o m  t h e  f a r m e r .

i i .  p r o c u r e d  f r o m  o t h e r  H P C S S .

i i i .  F r o m  p r i v a t e  d e a l e r s .

i .  D i r e c t  p u r c h a s e s  t o  b e  e f f e c t e d  f r o m  t h e  m e m b e r s  o f  t h e  

K H P C S S . O t h e r  p r o d u c e r s  a n d  a l s o  f o r m  o t h e r  n e i g h b o u r i n g  

a r e a s  o r  d i s t r i c t s  k e e p i n g  t o  t h e  t e r m s  a n d  c o n d i t i o n s  

l a i d  d o w n  b y  t h e  B D D  o f  t h e  K H P C S .

i i .  T h e r e  a r e  s e v e r a l  n u m b e r  o f  M P C S S .  o p e r a t i n g  i n  t h e

d i s t r i c t  o f  K a n d y  w h o  c o l l e c t s  b u t  d o  n o t  p r o c e s s .  A l s o  

t h e r e  a r e  s e v e r a l  M P C S S  a d j o i n i n g  r i c e  p r o d u c i n g  a r e a s  

w h o  p r o c u r e  p a d d y  b u t  t h e y  t o o  d o  n o t  p r o c e s s .  T h e s e  

s o c i t i e s  a r e  p o t e n t i a l  s u p p l i e r s  t o  t h e  K M P C S .

P r o c u r e m e n t s  t h r o u g h  t h i s  s y s t e m  m a k e  m a t t e r s  e a s y  a s

s e v a r a l .  p r o . c e d u r e s  a n d  r e d t a p e  d o  n o t  a r i s e . '

i i i .  A s  e x p e r i e n c e d  i n  t h e  p a s t  p r o c u r e m e n t  t h r o u g h  p r i v a t e

d e a l r e s  w h o  s u p p  l y  , d  i r . c t  t o  t h e ^  m i l l  w a s  f o u n d  e a s y  a n d  

b e t t e r , .  T h e  p u r c h a s i n g  t o  b e  d o n e  o n  c o m p e t i t i v e  b a s i s  

k e e p i n g  t o  t e n d e r  p r o c e d u r e s  a n d  a l s o  k e e p i n g  t o  t h e  

t e r m s  a n d  c o n d i t i o n s  l a i d  d o w n  b y  t h e  B D D .

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

a b o v e  s o u r c e s  k e e p i n g  t o  t h e  t a r g e t s  l a i d  d o w n . P r i c e s  w i l l  

v a r y  f r o m  v a r i e t y  t o  v a r i e t y  a n d  a l s o  o n  t h e  q u a l i t y .

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

h a n d l e d  b y  t h e  f l e e t  o f  l o r r i e s  o f  t h e  K H P C S .

( 1 3 )



4 . 4  S t a n d a r d s

S t a n d a r d s  l a i d  d o w n  o n  t h e  q u a l i t y  a t  t h e  t i m e  o f  p u r c h a s e  o f  

p a d d y  a r e  a s  f o l l o w s

( 1 4 )

1
N o j  C h a r a c t e r i s t i s G r a d e  

— I-------

11
1 1 2  1 

1 1
i 3
1

4

1

1 . 1
1
1 M o i s t u r e 1 4 . 0

1 1 

1 1

f
1 1 4 . 5 1 5 . 0

2 . I m p u r i t y 0 . 5 j 1 . 0 1 . 0 2 . 0

3 . V a r i e t a l  M i x , 1 . 0 1 3 . 0  11 7 . 0 1 0 . 0

4 . 1 D a m a g e d  g r a i n s 0 . 5 1 2 . 0 5 . 0 7 . 0

5 . j R e f r a c t i o n 0 . 5 2 . 0 3 . 0 4 . 5
j

P r o d u c t i o n  o f  q u a l i t y  r i c e  s u i t i n g '  t o  t h e  c o m s u i n e r  n e e d s  c o u l d  

b e  a c h i v e d  b y  p r o c u r e m e n t  o f  q u a l i t y  p a d d y  o n  t h e  a b o v e ,  

s t a n d a r d s .

T a r g e t t e d  q u a n t i t y  t o  b e  p r o c u r e d  a n u a l l y  i s  3 1 2 0  H t t .

G e n a r a l  c a h a r a c t i r i s t i c s  c o n s i d e r e d  i n  p u r c h a s i n g  a r e  g i v e n

b e l o . w ; -

1 . 

2 .

3 .
4 .
5 .

6 .
7  .

8 . 
10

S h a p e  a n d  s i z e  

V a r i e t y / V a r i e t a l  m i x i n g

M o i s t u r e  • ■

I m p u r i t i e s  

H e i g h t  

R e f r a c t i o n  

D a m a g e d  g r a i n s  

c h a l k y  g r a i n s  

S u n c h c e d  g r a i n s

4 . 5  S T E P S  O F  P R O C E S S I N G  O R  M I L L I N G  (  S T E A M E D  R I C E )

H i l l i n g  m e a n s  p r o c e s s  o f  c o n v e r t i n g  p a d d y  i n t o  p a l a t a b l e  r i c e .

T h e  p r o c e s s  i s  d i v i d e d  i n t o  3 m a i n  s t e p s . T h e y  a r e  a s  f o l l o w s : -

1 .  C l e a n i n g ,  s o a k i n g  & d r y i n g

2 .  H u s k i n g  o r  s e p e r a t i n g

3 .  P o l i s h i n g  o r  a s p i r a t i n g  a n d  g r a d i n g

(The Hachani sm i s  n o t  d i s c u s s e d  h e r e  i n  d e t a i l s  a s  f u r t h e r  
s t u d i e s  h a s  t o  be  d o ne  on mos t  modern m a c h i n a r y  and t e c h n o l o g y  
s u i t i n g  t o  t h e  21^^ c e n t u a r y ) .



S T E P S  O F  P R O C E S S I N G  F R O M P R O C U R E M E N T  T O  S T O R A G E  O F  R I C E

( 1 5 )

P R O C U R E M E N T
1

Q U L I T Y  C O N T R O L  j
1

3 1 2 0 0 0 D  KG G j

P a d d y  s t o r a g e
1

d o  1 M a x i m u m  f o r  2  m o n t h s  j

P r e  c l e a n i n g
1

d o  ]
I

B e f o r e  s o a k i n g  I

S o a k i n g
1

d o  1 
}

f o r  4 8  h o u r s

D r y i n g
I

d o  1 

1

T i m e  d e p e n e d s  o n  t h e  

a v a l i b i l i t y  o f  s u n l i g h t ]  

4  h o u r s  i n  t h e  d r y e r  1

H i l l i n g

1

“ 1
d o  1 

i 1

P o l i s h i n g  '
1 1 

d o  [—  1

I I

C o n t i n u i o u s  p r o c e s s  |

G r a d  i n g
1 1 

d o  1 1
.1

B a g i n g Q U A N T I T Y  C O N T R O L B e f o r e  m a r k e t i n g  1

S t o r i n g
1 1 I



CHAPTER 5 
M A R K E T I N G  

D e m a n d

F o l l o w i n g  f i g u r e s  s h o w s  t h e  e s t i m e t e d  d e m a n d s  f o r  r i c e , l o c a l  

p r o d u c t i o n  a n d  t h e  i n p o r t a i o n  f r o m  1 9 9 4  y o  1 9 9 3 .

( 1 6  )

1 ( I
Y e a r  | E s t i m a t e d  | P r o d u c e d  | I m p o r t e d

I r e q u i r e m e n t  I L o c a l l y  |

I

.. .

1 9 8 4  1
I

1 6 1 7  I
1

1 4 1 4  1 2 0 1 . 4 1  1

1 9 8 5 1 6 4 2  I 1 5 7 1  1 1 7 7 1 1 . 2 7  (

1 9 8 6 1 6 7 1  1 . 1 5 2 5  1 2 1 1 1 3 . 8 4  1

1 9 8 7  I 1 6 9 6 -  1 1 2 5 2 8 0 6 . 3 9  1

1 9 8 8  1 1 7 1 9  j 1 4 6 1 1 9 4 1 3 . 2 8  1

1 9 8 9  1 1 7 4 2 1 2 7 1  1 1 4 8 1. 1 .  6 4  . [

1 9 9 0  I 1 7 6 1 1 8 9 9  1 1 1 7 6 . 1 6  1

1 9 9 1  1 1 7 8 3  1 1 4 1 0  1[ 1 3 3 9 . 4 3  1

1 9 9 2  j 1 8 0 4  ■ 1 3 8 1 2 3 7 1 7 . 1 6  . |.

■ 1 9 9 3

1
I . . ...1..

' 1 6 8 2  1 

1
.. , —  ______ 1

l' 1 5 1 9  ’ 1 

1
i. ...............................  1

1 2 0 9

1
1----------  ,  .]

1 3 . 7 6  I 

1 ...... ..... -  . 1

I m p o .  % o f t h a  

e s t i m a t e d  

r e q u  i r m e n t s

( C u r r e n t  r e q u  i r m e n t s  h a v e  g o n e  up a nd  i m p o t a t i o n s  i n c e r s e d  b y  
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5 . 1  L o c a l  D e n a n d

KM P C S  a l o n e  r e q u i r e s  5 0  H t t .  o f  s t e a m e d  r i c e  a  m o n t h  e x c l u s i v e  

o f  t h e  p r i v a t e  s e c t o r  r e q u i r e m e n t s .  T o t a l  r e q u i r e m e n t s  o f  t h e  

n e i g h b o u r i n g  K H P C S S  a r e  i n  t h e  r e g i o n  o f  2 0 0  H t t .  m o n t h l y

e x c l u s i v e  o f  t h e  p r i v a t e  s e c t o r  d e a l e a r s ,  w h o l e  s e l l e r s  o r

r e t a i l e r s .  P r o p o s e d  q u a n t i t y  o f  r i c e  t o  b e  p r o d u c e d  f o r  a

p e r i o d  o f  1 0  y e a r s  i s  2 0 2 8 0  H t t .  v a l u e d  a t  R s . 3 6 5 0 4 0 0 0 0 / =

e s t i m a t e d  t o  a  m o n t h l y  i n c o m e  o f  R s . 2 5 6 5 0 0 / = .
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M a r k e t i n g  i s  p l a n n e d  a s  s h o w n  i n  t h e  f o l l o w i n g  f i g u r e
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i__________________________________ I

K M P C S  b r a n c h e s

P r i v a t e  s e c t o r  d e a l e r s  a n d  

r e t a i l e r s

O t h e r  m p c s s

A s  t h e  d e m a n d  f o r  t h e  s t e a m e d  r i c e  i s  s o  b i g  i n  t h e  d i s t r i c t  

a n d  . t h e  KMP C S  b e i n g  s i t u a t e d  c e n t r a l y  i n  d i s t r i c t  e s t a t e  a  

v e r y  l u c r a t i v e  m a r k e t  i s  p o s i b l e  b y  p r o d u c i n g  q u a l i t y  r i c e  

a s s e n t i a l l y  k e f r p i n g  t o  t h e  c o n s u m e r  r e q u i r e m e n t s .



CHAPTER 6 
FAEIM D E V E L O P M E N T

( S u p p o r t  s e r v i c e s  and  s u p p l y  o f  i n p u t s )

U n d e r  t h i s ,  a  c o m p l e t e  p a c k a g e  o f  i n p u t s  a n d  s e r v i c e s  h a v e  t o  

b e  l o u n c h e d  t o  i n c r e a s e  t h e  p r o d u c t i o n  p e r  u n i t  o f  l a n d  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  KH P CS  o b j e c t i v e l y  f o r  e n h a n c i n g  t h e  

f a r m  i n c o m e  a s  f o l l o w s : -

1 .  S u p l l y  o f  r e c o m m e n d e d  s e e d  p a d d y

2 .  S u p p l y  o f  f e r t i l i z e r

3 .  S u p p l y  o f  a g r o .  c h e m i c a l s .

4 .  C r e d i t  f a c i l i t i e s  .

5 .  O r g a n i s a t i o n  o f  a n  e f f e c t i v e  m a r k e t i n g  s y s t e m

6 .  E d u c a t i o n  a n d  t r a i n i n g .

 ̂ ( 1 8 )

1 .  S u p p l y  o f  r e c o m m e n d e d  s e e d  p a d d y .

T h i s  i s  t o  b e  h a n d l e d  i n  c o r d i n a t i o n  w h i t h  " G o v i j a n a  K e n d r a "  

( A g r i  s e r v i c e s  c e n t r e s )  a n d  f a r m e r  o r g a n i z a t i o n s  f o u n d  i n  t h e  

a r e a s  c o i n c i d i n g  w i t h  t h e  p r o g r a m e s  o f  t h e  A g r a r i o n  s e r v i c e  

D e p t ,  a n d  t h e  A g r i c u l t u r e  d e p a r t m e n t .

V a r i e t i e s  o f  s e e d  p a d d y

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

i n  c o - d i a n t i o n  w i t h  t h e  a g r a r i a n  s e r v i c e s  D e p t .  A n d  t h e  

A g r i c u l t u r e  D e p t ,  t h r o u g h  t h e  F a r m e r  o r g a n i z a t i o n s .

V a r i e t i e s  r e c o m m e n d  f o r  t h e  a r e a  a r e  m o s t l y  BG ( B a t h a l a g o d a )  

v a r i e t i e s .

2 .  S u p p l y  o f  f e r t i l i z e r

F e r t i l i z e r  r e q u i r e d  f o r  t h e  f a r m e r s  i s  t o  b e  d i r e c t l y  p u r c h s e d '  

b y  t h e  K H P C S .  s t o r e d  a n d  m a d e  a v a i l a b l e  t o  t h e  f a r m e r  i n  t i m e  

t h r o u g h  t h e  " P r a d e s h i k a s "  i . e .  b r a n c h e s  a s  s t r a i g h t  

f e r t i l i z e r s  r e c o m m e n d e d  b y  t h e  d e p a r t m e n t s  c o n c e r n d  .
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C H A P T E R  7

D E T A I L S  O F  O P E R A T I O N

P r o j e c t  a i m s  a t  a  p r o d u c t i o n  o f  6 5 0 0  K g g . o f  r i c e  a  d a y  a n d  a s  

s u c h  r e q i r e s  1 0 , 0 0 0  K g g .  o f  p a d d y  w i t h  a  m i l l i n g  p e r c e n t a g e  

e s t i m a t e d  t o  6 5 %  r i c e .  P r o c u r e m n t  a n d  s t o r a g e  i s  d i s c u s s e d  o n  

a  p r e v i o u s  p a g e .

A n  e f f e c t i v e  p r o c u r e m e n t  p r o g r a m  c o u l d  p r o c u r e  t h e  r e q u i r e d  

q u a n t i t i e s  a n d  s t o r e d  d u r i n g  t h e  t w o  s e a s o n s  . i . e .  N E M  a n d  

SWM

S t o r a g e

S t o r a g e  f a c i l i t i e s  a r e  v a i l a b l e  o n  t h e  g o d o w n s  a t  t h e  p a d d y  

m i l l  a n d  t h e r e  i s  n o  n e c e s s a c i t y  t o  p u t  u p  n e w  b u i l d i n g s  f o r

s t o r a g e  o f  p a d d y  a n d  p r o c e s s e d  r i c e .  T h e  c a p a c i t y  o f  t h e

g o d o w n s  i n  t w o  s t o r e s  i s ' 3 6 0  s q . i r i t t . ( -  i n  c l e a n  s t o r e s ) .

P r o c e s s e d  r i c e  t o  b e  s e n t  t o  t h e  m a i n  w h o l e s a l e  d i v i s i o n  o f  

t h e  K M P C S  w h e r e  s a l e s  a r e  e f f c e t e d .  B u l k  l o a d s  t o  b e  s o l d  a t  

t h e  s t o r e s  i n  t h e  m i l l .  H e n c e  t h e  s t o r a g e  l i f e  i s  a  l i t t l e  

s h o t e r .

P r i c i n g

P r i c i n g  b a s i c a l y  d e p e n d s  o n  t h e  c o s t  o f  p r o d u c t i o n ,  m a r k e t i n g  

t r e n d s  a n d  a l s o  o n  c l i m a t i c  c o n d i t i o n s .

I n  S r i  L a n k a  p r i c e s  v a r y , v e r y  o f t e n  d e p e n d i n g  o n  t h e  

h a r v e s t i n g  s e s o n s  i n  v a r i o u s  a r e a s .

A n o t h e r  i m p o r t a n t  f a c t o r  o n  t h e  p r i c e  i s  t h e  v a r i e t i e s  n a r a e l y

" S a m b a "  r o u n d  w h i t e  r i c e ,  " N a d u "  b r o w n  b o i l d  r i c e  r a w  w h i t e  & 

b r o w n  r i c e  a n d  s t e a m e d  r i c e .



I n  t h e  y e a r  1 9 9 6  p r i c e  o f  r i c e  r o s e  u p  b y  7 0 % .  A t  t h e  e n d  o f  

t h e  y e a r  1 9 9 6  G o v t ,  h a d  t o  a l l o w  i m p o r t a t i o n  o f  r i c e  d u e  t o  

t h e  s h o r t a g e s  i n  t h e  l o c a l  p r o d u c t i o n  t o  m e e t  t h e  d e m a n d  a n d  

a l s o  t o  c u r b ,  t h e  h e a v y  p r i c e s  o n  r i c e  i n  t h e  o p e n  m a r k e t .  

S h o r t a g e s  i n  p r o d u c t i o n  w a s  m a i n l y  d u e  t o  p r o l o n g e d  d r o u g h t  

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

c o u n t r y .

W i t h  t h e  i m p o r t a t i o n ,  p r i c e  o f  r i c e  g r a d u a l l y  c a m e  d o w n  a n d  

t o d a y  ( F e b . 9 7 )  t h e  a v e r a g e  p r i c e  d r o p e d  d o w n  b y  2 0 %

T h e r e  a r e  s e v e r a l  f a c t o r s  r e l a t e d  t o  t h e  p r i c i n g  o f  r i c e  a n d  

t h e r e f o r e  p r i c i n g  h a v e  t o  b e  d o n e  a c c o r d i n g l y  b y  g e t i n g  

a d j u s t e d  t o  e x c s i s t i n g  e n v i r o n m e n t s .

( 2 0 )



CH A PT E R  8

8 . 1  O R A G A N I Z A T I O N  AND M A N A G E M E N T  F U N C T I O N S  

P O L I C Y  D E C I S I O N

I n i t i a l l y  t h e  P r o j e c t  P r o p o s a l  h a s  t o  b e  P l a n e d  a n d  d i s c u s s e d  

a t  t h e  R i c e  H i l l  C o m m i t t e e  a p p i n t e d  b y  t h e  B D D  a n d  t h e  t h a t  

c o m m i t t e e  h a s  t o  s u b m i t  a  c o m p r e h e n s i v e  r e p o r t  w i t h  t h e i r  

r e c o m m e n d a t i o n s  a n d  t h a t  t o  g o  b e f o r e  t h e  G e n e r a l  B o d y  f o r  

a p p r o v a l .  T h e r e  a f t e r  i t  b e c o m e s  a n  a p p r o v e d  p o l i c y  t o  g o  

a h e a d  w i t h  o r g a n i s a t i o n .  T h e n  t h e  BDD o f  t h e  K M P C S  i s  t h e r e  

t o  d r o w  u p  a  w o r k  p l a n ,  f i n d  o u t  t h e  f i n a n c i a l  r e s o u r c e s .  

S t a f f i n g  t o  b e  c o n s i d e r d  a n d  d i r e c t  a n d  m o n i t e r  t h e  p r o j e c t .

8 . 2  C L A S S I F I C A T I O N  O F  M A N A G E M E N T

R i c e  H i l l  M a n a g e m e n t  s h o u l d  b e  m o n i t e r e d  b y  t h e  s u b  C o m m i t t e e s  

a p p o i n t e d  b y  t h e  BDD o f  t h e  KMP CS

T h e  s u b  C o m m i t t e e s  a r e  a s  f o l l o w s ; -  .

1 .  R i c e  H i l l  P r o j e c t  C o m m i t t e e

2 .  A g r i c u l t u r a l  C o m m i t t e e .

F u n c t i o n s  o f  t h e  C o m m i t t e e s  t o  h e  d e f i n e d  b y  t h e  BD D

B O A R D  O F  D I R E C T O R S

B D D  w i l l  F u n c t i o 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  t h e  w o r k i n g  

r u l e s  l a i d  d o w n  a n d  a p p r o v e d  b y  t h e  G B . O f  t h e  K M P C S .  H e n c e  

t h o s e  f u n c t i o n s  a r e  n o t  d i s c u s s e d  h e r e .  B u t  t h e y  w i l l  d e f i n e  

t h e  f u n c t i o n s  o f  t h e  A g r i c u l t u r a l  a n d  t h e  r i c e  m i l l  p r o j e c t  

c o m m i t t e e s .

R I C E  M I L L  C O M M I T T E E

1 .  t o  s t u d y  t h e  r i c e  m i l l  p r o j e c t  p r o p o s a l  i n  d e t a i l s  a n d  

m o n i t e r  i t s  w o r k i n g .

( 2 1 )



2 .  t o  s t u d y  t h e  p r o j e c t  p l a n  a n d  r e c o m m e n d  o n  t h e

p r o c u r e m e n t  o f  m a c h i n a r y  a n d  a l l i e d  e q u i p m e n t .

3 .  r e c o m m e n d a t i o n s  o n  t h e  m a n p o w e r  r e q u i r e m e n t s  i n  

c o r d i n a t i o n  w i t h  t h e  G e n a r a l  M a n a g e r  a n d  t h e  m a n a g e r  o f  

t h e  r i c e  m i l l .

4 .  p r o c u r e m e n t  o f  p a d d y  a n d  r e c o m m e n d i n g  o n  t h e  p r i c e  p a i d  

t o  t h e  f a r m e r .

5 .  t o  r e c o m m e n d  on  t h e  p r i c e  o f  r i c e .

6 .  r e p o r t i n g  o n  t h e  p r o g r e s s  t o  t h e  B D D .

A G R I C U L T U R A L  C O M M I T T E E

, 1 .  t o  c o r d i n a t e  w i t h  D e p a r t m e n t s  & I n s t i t u t i o n s  c o n c e r n e d .

2 .  t o  c o r d i n a t e  w i t h  t h e  f a r m e r  o r g a n i s a t i o n s .

3 .  p r e p a e r a t i o n  o f  e s t i m a t e s  o n  t h e  r e q u i r e m e n t s  o f  i n p u t s  

s u c h  a s  s e e d  p a d d y  f e r t i l i s e r  e t c .

4 .  c o r d i n a t i o n  w i t h  t h e  r i c e  m i l l  c o m m i t t e e

5 .  t o  r e p o r t  o n  p r o g r e s s  t o  t h e  BDD

8 . 3  R E Q U I R M E N T  O F  HUMAN R E S O U R S E C S .

O n e  M a n a g e r  

O n e  a c c o u n t s  a s s i s t a n t  

O n e  m a c h i n e  o p e r a t o r  

T w o  s e c u r i t y  p e r s o n n e l

T h r e e  l a b o u r  u n i t s  ( i n  a d d i t i o n  t o  t h e  e x s i s t i n g  

l a b o u r e r s  a t  t h e  r i c e  m i l l )

<22)



8 . 4  F I N A N C I A L  A N A L Y S I S

F i n a n c i a l  a n a l y s i s  a r e  b a s e d  f o r  a  p e r i o d  o f  t e n  y e a r s  a n d

a s s u m p t i o n s  a r e  m a d e  a s  f o l l o w s : -

1 .  F i x e d  a s s e t s  p u r c h a s e d  d u r i n g  t h e  f i s r t  y e a r  o f  o p e r a t i o n  

a s s u m e s  a  s e r v i c e  l i f e  o f  t e n  y e a r s .

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 i g h t  l i n e  m e t h o d

3 .  P r o p o s e d  b a n k  l o a n  r e q u i r e m e n t  f o r  t h e  p r o j e c t  i s  6 5 %  o f

t h e  t o t a l  i n v e s m e n t s  p a y a b l e  w i t h  i n  a  p e r i o d  o f  t e n  

y e a r s .

4 .  L o a n  i n t e r s t  a t  1 5 % .
/

5 .  T a x  c a l c u l a t e d  a t  2 0 %

6 .  A l l  t h e  d a t a  a n d  o t h e r  i n f o r m a t i o n s  p e r t a i n i n g  t o  t h e

p r o j e c t  r e p o r t  w e r e  c o l l e t e d  f r o m  v a r i o u s  d e p a r t r i e n t s , 

a n d  i n s t i t u t i o n s  a n d  a l s o  . e x p e r i e n c e d  w i t h  d i s c u s s i o n  

h a d  w i t h  p e r s o n n e l  c o n c e r n e d  i n  t h e  p r o p o . s e d  f i e l d .

8 . 5  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

( 2 3 )

T h e  t o t a l  p r o j e c t  i n v e s m e n t  c o s t  i s  e s t i m a t e d  t o  B s . 3 0 . 1 6  

m i l l i o n ,  . ~

R e q u i r e d  f u n d s  f o r  t h e  p r o j e c t  i s  a s  f o l l o w s : -

S o u r c e A m o u n t R e m a r k s

1 .  F r o m  t h e  C o - O p  D e v .  

f u n d

2 .  S o c i t y  f u n d s  o f  t h e  

K H P C S

0
R s .  7 0 8 0 0 0 / =

R s . 2 1 2 8 0 0 0 / =

15% i n t e r e s t

i n t e r e s t  f r e e

j T o t a l R s . 9 2 0 8 , 0 0 0 / =  / '
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CHAPTER 9

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

1 .  E s t a b l i s h  a  R i c e  M i l l  C o m m i t t e e  c o m p r i s i n g  o f  t w o  m e m b e r s

f r o m  t h e  B D D ,  a  t e c h n i c a l  p e r s o n n e l  o n  r i c e  p r o c e s s i n g .

M a n a g e r  o f  t h e  K H P C S ' s  R i c e  M i l l  a n d  a n  A c c o u n t

p e r s o n n e l .

2 .  T h e  R i c e  M i l l  C o m m i t t e e  t o  s t u d y  t h e  p r o j e c t  R e p o r t  i n

d e t a i l s  a n d  m a k e  t h e i r  r e c o m i r i e n d a t i o n s  t o  t h e  B D D  o n  t h e  

s t r e n g t h e n i n g  o f  i n f r a s t r u c t u r a l  f a c i l i t i e s  r e q u i r e d  f o r  

t h e  p u r p o s e  a n d  o n  t h e  f i n a n c i a l  v i a b i l i t y  o f  t h e  w h o l e  

p r o j e c t .

3 .  T h e  B D D .  t o  o b t a i n  t h e  c o n s e n s u s  o f  t h e  G e n e r a l  B o d y  a n d

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

a p p r o v a l  "  o f  t h e  C o m m i s s i o n e r  o f  C o - O p e r a t i v e

D e v e l o p m e n t s .

4 .  ■ - T h e  BDD t o  d r a w  u p  a  t i m e  p l a n  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 p o s a l  a n d  a l s o  t o  p r o v i d e  t h e  r e q u i r e d  h u m a n  

r e s o u r c e s .

5 .  M a c h i n e r y  a n d  o t h e r  e q u i p m e n t  t o  b e  p u r c h a s e d  b y

c o n s u l t i n g  t h e  e x p e r t . - s  o f  t h e  P H B .  a n d  t h e  I n d u s t r i a l  

D e v e l o p m e n t  B o a r d .

T h e  R i c e  H i l l  C o m m i t t e e  a n d  t h e  B D D  i n  t h e  w h o l e  p r o c e s s  

s h o u l d  k e e p  t o  t h e  G o v t ,  p o l i c i e s  l a i d  d o w n  f o r  i n c e n s e d  

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



O R G A N I Z A T I O N  O F  T H E  B I C E  
T H E  F O L L O W I N G  C H A R T

( 2 5 )  

M I L L  W I L L B E  O R G A N I Z E D  A S  S H O W N  ON



(2B)

N a t i o n a l  R i c e  P r o d u c t i o n  S t a n d e d s s

R o w  R i c e

C h a r a c t e r i s t i c s
G r a d e

S p e c i a l

1 .

2 .

3 .

4 .

5 .

6 .

( M a x )M o i s t u r e  

R e s i d u e s  

C o l o u r  M i x  

D a m a g e d  g r a i n  

B r o k e n  g r a i n  

P a d d y  s e e d s

14  . 0  

0.2 
N I L  

N I L  

1 0 . 0  

N I L

1 4 . 0  

0 . 5  

2.0 
1.0

20.0 

10.0

1 4 . 0  

1 . 0  

6.0 
2 . 0

3 5 . 0

3 0 . 0

14. 0  

1 . 5

10.0  

4 . 0

4 5 . 0  

5 0 .  0

S t e a n e d  R i c e

C h a r a c t e r i  s t i e s
( 5 - r a d e

S p e c i a l 1 2 3

1 . M o i s t u r e  ( M a x ) 1 4  . 0 1 4  . 0 1 5 . 0 1 5 . 0 -

2 . R e s i d u e s 0 . 2 0 . 5 1 . 0 1 . 5

3 . C o l o u r  M i x 0 . 2 2 . 0 6 . 0 1 0 . 0

4 . D a m a g e d  g r a i n 0 . 5 2 . 0 4 . 0 3 . 0

5 . B r o k e n  g r a i n 1 . 0 5 . 0 1 5 . 0 2 0 . 0

6 . . P a d d y  s e e d s N I L 1 0 . 0 2 5 . 0 2 5  . 0



L o a n  R e p a y m e n t  S c h e d u l e

( 2 7 )

Y E A R I N T E R E S T P R I N C I P L E
R E I M B U R S E

LOAN
L E F T

R E M A R K S

1 1 0 6 2 0 0 0 7 0 8 0 0 0 6 3 7 2 0 0 0 i n t e r r e s t  1 5%  
f o r  a  y e a r .

2 9 5 5 8 0 0 7 0 8 0 0 0 5 6 6 4 0 0 0

3 8 4 9 6 0 0 7 0 8 0 0 0 4 9 5 6 0 0 0

4 7 4 3 4 0 0 7 0 8 0 0 0 4 2 4 8 0 0 0

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

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

7 ' 4  2 4  8 0 0 7 0 8 0 0 0 2 1 2 4 0 0 0
.....................................................................

8 3 1 8 6 0 0 7 0 8 0 0 0 1 4 1 6 0 0 0

9 2 1 4  2 0 0 7 0 8 0 0 0 7 0 S O O O

1 0 - 7 0 8 0 0 0 -

T o t a l 5 7 3 4 8 0 0 7 0 8 0 0 0 0



( 2 8 )

Calculation of Management and Ad mi ni st ar io n costs
( One year)

N o P a r t i c u l a r s M o n t h l y
s a l a r y

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

1 . M a n a g e r 5 0 0 0 6 0 0 0 0 5 0 0 0  X 1 2

2 . H /  O p e r a t o r  I 4 5 0 0 5 4 0 0 0 4 5 0 0  X 1 2

3 . A c c o u n t  A s s i s t a n t 4 0 0 0 4 8 0 0 0 4 0 0 0  X 1 2

4 . S e c u r i t y  I 2 0 0 0 2 4 0 0 0 2 0 0 0  X 1 2

5 . S e c u r i t y  I I 1 5 0 0 . 1 8 0 0 0 1 5 0 0  X 1 2

6 . L a b o u r  U n i t s  3

P a d d y  M i l l  c o m m i t t e e . : . .

2 0 0 0 7 2 0 0 0 2 0 0 0  X 3  x l 2

1 . C h a i r m a n io o o 1 2 0 0 0 1 0 0 0  X 1 2

2 . S e c r a t a r y  . . . . .. ■ 5 0 0 • 6 0 0 0 ■ 5 0 0 x  1 2

3 . C o m i n i t t e e  m e m b e r s 5 0 0 1 2 0 0 0 5 0 0  X 2  x  1 2



( 2 9 )

Deprecation cost 
(One y e a r )

I t e m U n i t D e p / c o s i R e m a r k s

P a d d y  C l e a n e r

E l e c t i r c  M o t o r s

3 .  H u l l e r

4 .  S e p e r a t o r

5 .  D e  S t o n e r

R i c e  p o l i s h e r  2

S t e e m  B o i l e r

8 .  D r y e r

9 .  F u r n i t u r e  a n d  o f f i c e  
e q u  i p m e n t e s

T o t a l

01

02

02

01

02

01

01

01

6 0 0 0

4 0 0 0

2 0 000  X- 2-

10000

2 5 0 0 0  X

1 2 5 0 0

8 0 0 0 0

6 7 5 0 0

1 5 0 0 0

2 4 0 0 0 d j ^

S t r a i g h t  l i n e  
m e t h e d

D e p r i c i a t i o n  

R a t e  1 0 %

1 2 5 0 0 0  X  2  

10... 

lafiDOO

10

5C-2-

10

■ To

C.OC,-
lO



( 3 0 )

Details of Fixed costs 
A p p e n d i x  I I

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

1 . S a l a r i e s 3 0 6 0 0 0 R e g u l a r  w o r k e r s

2 . L o a n  i n t e r e s t 1 0 6 2 0 0 0 7 0 8 0 0 0 0  x l 5 %

3 . D e p r e c i a t i o n 2 4 0 0 0 0

4 . I n s u r a n c e  P r e m i u m 1 0 0 0 0 0 P r e m i u m

5 . R e p a i r s  & 
m a i n t e n a n c e 3 0 0 0 0 0 2 5 0 0  X  1 2  m o n t h

6 . T e l e p h o n e  & .  
C o m m u n  i c a t i o n 2 0 0 0 0 1 6 6 8  X  1 2  m o n t h

7  . S a l e s  p r o m o t i o n 2 4 0 0 0 2 0 0 0  X  1 2  m o n t h

8  . ■ O t h e r  o v e r h e a d s
(  T e a , s n a k s , 
s t a t i o n a r y )  . 2 4 0 0 0 2 0 0 0  X . 1 2  m o n t h

9 . - - C o n t i n g e n c i e s 5 2 0 0 0 -

T o t a l 2 1 2 8 0 0 0

D e t a i l s  o f  v a r i a b l e  c o s t

A p p e n d i x  I I I

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

1. Ra w m a t e r i a l s 28080000 K g g  2 6 0 0 0 0  x l 2 x 9

2. G u n n e y  b a g s 150000 E a c h  @10/= X 15000

3. E l e c t r i c i t y 120000 U n i t s  48000X 2 . 5 0

4 . W a g e s 100000

5. T r a n s p o r t  c o s t 202000 01 c e n t  p e r  k i l l o

T o t a l 28652000



B.E-P (Capacity)

( 3 1 )

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

2 1 2 8

7 8 5 2

F i x e d  c o s t

S a l e s  -  V a r i a b l e  c o s t

2 7 . 1 0 %

Details of Machinary and Fixed Assets

A p p e n d i x  I

C l a s s i f i c a t i o n U n i t s U n i t  P r i c e A i r i o u n t R e m a r k s

1 . P a d d y  C l e a n e r 0 1 6 0 0 0 0 6 0 0 0 0

c. . E l e c t r i c  H o t a r i 0 2 . 2 0 0 0 0 4 0 0 0 0

3  . ■ Hu H e r 0 2 1 0 0 0 0 0 2 U 0 0 0 0

4  . S e p e r a r t b r o r ' lo o o b o  ’ 1 0 0 0 0 0

5 . D e s t o n e r 0 2 1 2 5 0 0 0 2 5 0 0 0 0

6  . R i c e  P o l i s h e r 01 1 2 5 0 0 0 1 2 5 0 0 0

7 . S t e e m  b o i l e r 0 1 8 0 0 0 0 0 8 0 0 0 0 0

8  . D r y e r 0 1 6 7 5 0 0 0 6 7 5 0 0 0

9  . F u r n i t u r e s  & 
o f f  i c e  
e q u  i p r a e n t s 1 5 0 0 0 0

T o t a l - - 2 4 0 0 0 0 0



( 3 2 )

Investment of the Project

The Total Project Cost estimated at RS . 33 .1 8 m i l l i o n s

C l a s s i f  i c a t i o n A m o u n t
R e m a r k s

Q u a n t i t y

1 . F i x e d  A s s e t s - 2 4 0 0 S e e  a p p e n d i x I

2 . w o r k i n g  c a p i t a l  
f i x e d  c o s t - 2 1 2 8 S e e  a p p e n d i x I I

V a r i a b l e  c o s t - 2 8 6 5 2 S e e  a p p e n d i x I I I

T o t a l 3 3 1 8 0

Requirment of Capital

- C l a s s i f i c a t i o n Amo u n  t  '

1 . F i x e d  A s s e t s 2 4 0 0 - S e e  a p p e n d i x  I

2 . F i x e d  c o s t . 2 1 2 8 - S e e  a p p e n d i x  I I

3 . Ra w m a t e r i a l  
r e q u i r m e n t s  f o r  
2  m o n t h s 4 6 8 0 2 6 0 0 0 0  x  2  x  9

T o t a l 9 2 0 8

C o s t  o f  r a w  m a t e r i a l  i s  c a l c u l a t e d  o n l y  f o r  t h e  1 ® ^  2  m o n t h  a s  
t h e  r i c e  p r o d u c e d  c o u l d  b e  s o l e d  a n d  u t i l i z e  t h o s e  p r o c e e d s  
f o r  e f f e c t i n g  p u r c h a s e s  t h e r e a f t e r .



Calculations of working Capital
( 3 3 )

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

O p e r a t i o n a l  E x p e n s e s  

S a l a r i e s

O t h e r  f i x e d  c o s t  

D e p r i c i a t i o n s  

I n s u r a n c e  

R e p a i r s / H a i n  e x p  

T e l e p h o n e / c o m m u n  i c a t  i o n  

P r o m o t i o n a l  e x p e n c e s  

O t h e r  o v e r h e a d s  e x p .  

c o n t i n g e n c i e s  

O t h e r  v a r i a b l e  c o s t  - 

Ba w m a t e r i a l s

3 0 6 0 0 0

C !
7 6 0 0 0 0

2 4 0 0 0 0

100000  

3 0 0 0 0 0  ^ 

2 0 0 0 0  /  

2 4 0 0 0   ̂

2 4 0 0 0  

5 2 0 0 0 ^  

2 8 6 5 2 0 0 0

R e g u l a r  E m p l o y e e

A s s e t s  10% 

P r e m i u m

2 5 0 0  X 1 2  m o n t h s  

1 6 6 6  X 1 2  m o n t h s  

2 0 0 0  X 1 2  m o n t h s  

2 0 0 0  X 1 2  m o n t h s

G u n n y  b a g s

E l e c t r i c i t y

W a g e s

r

I

T r a n s p o r t  c o s t

W o r k i n g  c a p  r e q u i r e d

L o a n  f r o m  C D F  

I n t e r s t o n  w / c a p i t a l

2 8 0 8 0 0 ^

( ^ ^ 5 0 0 0 ^

120000^

R g g .  2 6 0 0 0 0  X 1 2  x 9 )

; a c h  e  1 0  x  1 5 0 0 0  b a g s

u n i t s  4 6 0 0 0  x  2 . 5 0

10 00 00

202000 0 1  c e n t  p e r  k i l l o

2 9 . 7 1 8 0 0 0

7 0 8 0 0 0 0

5 7 5 4 8 0 0

1 5 %



Cash Flow of the Project
( 3 4 )

Y e a r
I n f  l o w O u t f l o w

N e t  
c a s h  F l o wS a l e s

R e v e n u e
S a l v a g e

V a l u e
C a p  i t a l  

e x p e d i .
T o t a l
c o s t

0 3 6 5 0 4 - 3 3 1 6 0 - 3 3 1 8 0

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

2 3 6 5 0 4 - 3 0 6 7 4 5 8 3 0

3 3 6 5 0 4 3 0 5 6 8 5 9 3 6

4 . • 3 6 5 0 4  . ■ ' 3 0 4 6 1 6 0 4 3

5 3 6 5 0 4  . . - , 3 0 3 5 5 .  - 6 1 4 9

6 3 6 5 0 4 - 3 0 2 4 9 6 2 5 5

7 3 6 5 0 4 - 3 0 1 4  3 6 3 6 1

8 3 6 5 0 4 - 3 0 0 3 7 6 4 6 7

9 3 6 5 0 4 - 2 9 9 3 0 6 5 7 4

1 0 3 6 5 0 4 - 2 9 7 1 8 6 7 8 6

3 6 5 0 4 0 3 3 1 8 0 3 0 0 2 9 1 5 9 5 3 0 5

( N c t e  : S a l e s  r e v e n u e  -  2 0 2 d  x  18  -  3 6 5 0 4 )



A n a ly s i s

T h e  a n n u a l  E x p e n s e s  w i l l  c l a s s i f i ® * ^  t o  t h e  v a r i a b l e  c o s t
a n d  f i x e d  c o s t .

(35)

Y e a r V a r i a b l e
c o s t

F i x e d
c o s t

T o t a l
R e m a r k s

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

2 2 8 6 5 2 2 0 2 2 3 0 6 7 4 v a r i a b l e  c o s t

3 2 8 6 5 2 1 9 1 6 3 0 5 6 8

4 2 8 8 5 2 1 8 0 9 3 0 4 6 1
f i x e d  c o s t

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

6  ■ - 2 8 6 5 2 1 5 9 7 3 0 2 4 9

7 2 8 6 5 2 1 4 9 1 ■ 3 0 1 4 3

s
1

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

9 2 6 6 5 2 1 2 7 8 2 S 9 3 0

i O 2 8 6 5 2 1 0 6 6 297115



Cash Flow Analysis

( 3 6 )

Y e a r N e t  c a s h  F l o w  
P . B . D . T

A c c u m i l a t e d  c a s h  f l o w

0 1 3 3 1 8 0 -  3 3 1 8 0

0 2 5 7 2 4 -  2 7 4 5 8

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

0 4 6 0 4 3 - 1 5 6 9 0

0 5 • 6 1 4 9 -  9 6 4 7

; OS 6 2 5 5 + 3 4 9 8

0 7 6 3 6 1 + 9 1 1 8

0 8 6 4 6 7 + 1 5 5 7 9

0 9 6 5 7 4 + 2 2 1 5 3

1 0 6 7 8 6 + 2 8 9 3 9

P a y b a c ' k  p e r i o d 5 y e a r s  a n d  7 m o n t h s



Internal Rate of Return (I.R.R)

( 3 7 )

Y e a r C o s t D R . 1 0 % D C F D R . 2 0 % D C F

I n i t i a l  C o s t 4 5 0 1 . 0 ( 4 5 0 ) 1 . 0 ( 4 5 0 )

C a s h  F l o w 1 1 0 0 0 . 9 0 9 9 1 0 . 8 3 3 8 3

2 2 0 0 0 . 8 2 6 1 6 5 0 . 6 9 4 1 3 9

3 1 0 0 0 . 7 5 1 7 5 0 . 5 7 9 5 8

4 1 0 0 0 . 6 8 3 6 8 0 . 4 8 3 4 8

■■ 5  ■ 2 2 0 ' 0 . 6 2 1 ‘l 3 7 0 . 4 0 2 8 8

- +  8 6 - ( 3 4 )

L o w e r  D i s c o u n t  K a t e  +
N P V  L o w e r  o f  D / R  x  D e f f e r e n c e  o f  D . R .  

N P V  o f  L o w e r  R a t e  -  N P V  h i g h e r  R a t e

10% + 8 6  X 2 0 %  -  10%

8 6  -  ( - 3 4 )

1 0 %  + 8 6  X 1 0 I B R  1 7 . 5 9 %

52



SENSITIVITY AN A LY SI S
( 3 8 )

A s s u m p t i o n P a y B a c k .
P e r i o d

N P V  
0 0 0 ( R S )

I R R
%

8 E P C
%

O R I G I N A L 5 . 7 + 1 7 9 1 5 1 7 . 5 9 2 7 .  1 0

1 . P r i c e  o f  I n p u t s

10% i n c e r s e 7 . 2 +  1 6 3 6 3 1 1 . 6 6 4 8 . 9 0

10% d e c r e a s e 5 . 2 +  1 9 2 2 9 1 1 9 6 8 . 5 0

2 . P r i c e  o f  O u t p u t s

WZ  i n c r e r s e 7 . 5 +  1 9 9 8 2 1 4 . 2 0 1 8 . 5 0

10% d e c r e r s e 5 . 7

1

+  1 6 5 3 2 1 1 9 3 4 6 . 9 4

Present Value of cash flaw

Y e a r C a s h  F l o w 15%
D i s c o u n t

P r e s e n t  v a l u e  
c a s h  f l o w

A c c m u l a t e d  
c a s h  f l o w

- 0 3 3 1 8 0  ■ 3 3 1 6 0 '

3 0 . 7 8 . 8 7 0 2 6 . 7 8 + 3 0 5 0 2  ■

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

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

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

5 3 0 . 3 6 . 4 9 7 1 5 . 0 9 + 2 2 9 2 1

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

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

8 3 0 . 0 4 . 3 2 7 9 8 2 1 9 4 9 9

9 2 9 . 9 3 . 2 8 4 8 . 5 0 -f 1 6 6 4 9

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

6 3 4 7 2 - 1 5 2 6 5 + 1 7 9 1 5

15 . F . V . +  1 7 9 1 5
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