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Name of the Project 

Project area 

Total Project Co.st 

Source o f  Fund

Debt Equity Ratio

Expected capacity 
Utilization

Installed Capacity

Implementation Period 

Product

Project Life (a.ssumed) 

Organisational Management 

Operational Management 

Target Group 

Rate of Interest 

Instalment of Loan

Chandona Co-operative Fish Culture Project. 

Bashon union.

Taka 81.27 Lacs. ,

(a) Share Capital Tk. 21.27 Lacs 
(No. o f  Shares; 2127 @ Tk. 1000
(b) Long-term Loan Tk. 60.00 Lacs.

73.83 : 26.17 

1st Year-85%
2nd Year and onward 100%

(a) Rui fish (Major Carp) 31875 Kg.
(b) Catla fish (Major Carp) 21,250Kg.
(c) Silver Carp (exotic " I 42000 Kg.

Yearly Total : 95125 Kg.

6 (Six) months.

Fish (3 varieties).

10 Years.

12 Members Board of Directors.

18 Staff headed by M anager + Casual Labour.

M ember Farmers of Bashon union

15%

13.00 Lacs per Year.
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16. F in a n c ia l  A n a lys is  resu lt
(a) Pay back period
(b) N P V
(c) B C R
(d) I R R

(e) S e n s i t iv i ty :
i. At 40%  higher cost : 

of  raw material

ii. At 10% lower price 
of commodity

. 2 .74 Years. 
Tk.9435 thousands.
2.16 
37.66%

Pay back period = 
N P  V 
B C R  
I R R

Pay back period = 
N P V 
B C R  
I R R

2.96 Years 
T k . 8 0 9 3  thousands. 
2.00 
34.44%

3.14 Years 
T k .7 1 18 thousand. 
1.88
32.41%  ’

C H A P T E R -2

2 .0  I n tr o d u c t io n

Bangladesh is one of the developing country’in south-Asian Region. The total area 

o f the country is 1,47,590 Sq. k.m. with a population of 111.4 million on her breast. The 

economy of Bangladesh is basically agricultural about 80-85% of the population directly or 

indirectly  depend  on agriculture. Agriculture  is the main occupation  o f  the people  

em ploying 63.2%  o f  the labour force. This sector directly contributes around 32% of  the 

gross dom estic  products(G.D.P).

As one o f  the major sub-sector of Agriculture, Fisheries plays a dom inant role in 

nutrition, employment generation and foreign exchange earning of the country. Fishes are 

nutritious food all over the world and form an important source o f  cheapest animal protein. 

In Bangladesh HÔ /o and above animal protein consumption comes from fishes, which are 

also imp(')ruint sources of fats, minerals and other nutrients. Fishes not only constitute the
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nutritions food items in Bangladesh but also play an important role to build our national 

economy. About 8 % of the total population are directly or indirectly depends on fishes and 

fisheries resources. This sub-sector contributes nearly 8.9% o f  the Gross Domestic product 

and more than 9.1%  of  total export value. So fish culture plays a vital role in the national 

economic growth.

There  are three sources in inland fisheries resources i.e im pounded  waters, 

inundated crop-fields and open water. There are 13,52,633 ponds, Dighis and Tanks in the 

country which cover the impounded water bodies. But those sources are scattered.Out o f  

the total number o f  those only 48.80% are being used in fish culture, 31.40% are culturable 

and 19.80% are abandoned . In the country the total of cultured area is 2,09,148 Acres, 

culturable is 1,05,598 Acres & abandoned is 58711 Acres. N ow  if  the culturable and 

abandoned ponds, Tanks can be brought under fish culture project the country will be able 

to reach the point of meeting animal protein requirements and also will help to generate 

additional em ploym ent with improvement the socio-economic condition o f  fishermen & 

others engaged in fisheries . This will help the Marginal groups o f  the society . Having the 

above ideas I have decided to implement the fish culture project by the m em bers on C o 

operative basis.

2.1 Review of the project Area:

The area of the project is reviewed and overall situation is mentioned below 

Area of Bashon union ; 6.92 sq. Km.

Population : 17531

(a) Male : ’ 9058

(b) Female ; 8473

Number of Villages . 29

Fanner H ouse-ho ld  : 1676
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2.3

Actual Cultivable Land ; ■ 3270 Acres

(a) One Crop : 934 Acres

(b) Tw o Crop : 998 Acres

(c) Three Ciop : 1338 Acres

Aiea ol ponds : 25 Acres

(a) Cultured ; 10 Acres

(b) Culturable . 15 Acres

Features of Amicultural produces 195-96

SI
No.

Name o f  Crop Cultivated 
land(in acre)

Production 
Per acre(in kg.)

Total Production 
(in kg.)

1. Paddy (HYV)

2. Paddy (Pazam)

3. Paddy (Local)

4 . Paddy (Aus)

5. Ju te (T osa)

6 . Jute (Local)

7. Wheat

8 . Pulse (Masui)

9. Pulse (Boot)

10. Oilseed (Mustard)

11. Tobacco

12. Vegetables

13 Fish

70 

40 

70 

10 

8 

280 

100 

20 

15 

250 

25 

1 15 

10

1158

940

600

955

205

650

725

300

310

375

350

1560

650

81060 

37600 

42000 

9550 

1640 

18200 

72500 

6000 

’ 4650 

93750 

8750 

179400 

6500
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2 .4 .  C o -op era tives  in protect  A rea.

The Project will be  situated in Bashon Union of Gazipur sadar Thana. There are 48 

Agricultural co-operative societies and about 80 other co-operative societies including 10 

Fisherm en co-opera tive  societies in Gazip.ur sadar Thana  . Total num ber o f  individual 

members are 9234. The amount o f  shares and deposit held by these societies are Tk. 1.475 

million and Taka 1.650 million respectively. Most of the agricultural co-operative societies 

in the project area are defunct due to non-availability o f  financial assistance. Besides, 20

agricultural co-operative societies and 8 other co-operative societies are in Bashon union.
1

2.5 A rea o f  the Proiect:  |

The proposed project will cover the whole area o f Bashon union. M embership will be 

open to all farmer household. A co-operative society will be formed so that the members 

are assured o f  reasonable price for the produces. The labourers engaged in the farm will 

also be subsequently included in the co-operative so that they can be provided employment 

opportunities for their livelihood.

2.6  P rob lem s faced bv tlie farm ers;

In overall situation of the project area it already has been mentioned that in proposed 

project area consist o f 25 acres of ponds. Out of these, only 10 acres of ponds are cultured. 

Lack o f  technical knowledge and capital rest o f  the ponds remain uncultured every year. 

Ponds which arc ah’eady cultured does not give profitable  production  because  o f  

unscientific culture The main problems of remunerative production are two.i.e (i) Lack of 

proper Knowledge about modern fish culture techinque and (ii) Non- availability of credit 

support at easy term. There is no other organization lb provide credit, supply o f  imput and 

marketing facilities of fishes.

2.7 V ind ica tion  o f  the P r o iec t:

Inspitc o f  tremendous opportunity to development, fish production has failed to keep 

space with its ever increasing demand due to increase of population. As a consequence.
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per capita  availability o f  fish has declined over the ycai's resulting nutritional and other 

problems. Most of the people take fishes with their daily food. As a result demand of fishes 

increasing day by day. Inadequate knowledge and information on fish culture, lack of 

p roper  m anagem en t policy and modern fishing technique, use o f  ineffic ient fishing 

equipm ents , inadequacy of processing, m arketing and other facilities as well as credit 

support are some of the major problemes to developm ent of fish culture in Bangladesh. 

Only through a well organised co-operative society all above mentioned problems o f  a fish 

cu lture  project may be over-come. M odern scientific fish culture techinques may be 

in troduced  through trained em ployees. T hrough  im plem enta tion  o f  the project, the 

m em bers will get rem unerative return and as well as other additional benefit out of the 

profit o f  the project. Morever, the members will enjoy the ownership of this project, on the 

o ther hand it will be supportive to the nation in respect o f  food production. It will aslo 

develop co-operative sense in the people and thereby promote co-operative leadership. The 

project will encourage the people to come under the fold o f  co-operative to increase their 

income.
C H A P T E R -3  

P R O .T E C T

3.1 O b je c t iv e s :

The main objective o f  this project is to increase the income o f  the m em ber farmers 

by widening the market channel and assuring the remunerative price of the produces. The 

other objectives of the project are as follows:-

i) To provide important protein food sources.

ii) To improve the continued growth of fish culture through co-operatives.

iii) To make best use o f  the land.

iv) To niakc the source of employment.



v) To increase the availability of fish for domestic consumption with mineral fats.

vi) To make optimum use of the members culturable ponds.

vii) To stabilize the anchor activities of co-operatives and to promote their forward
integration activities.

viii) To generate extra income

vx) To strengthening the co-operative movement.

3.2  Im p lem en ta t ion  Period:

Within 6 (six) months the project will be implemented.

3.3  Area oF the project;

Gazipur sadar is well communicated to the capital city Dhaka and other two district 

Tangail and Gazipur. The soil o f  the Project area has good water containing capacity. The 

ponds in the area which remains suitable for fish culture even in dry season. Fish fry can 

easily be procured from nearby Tangail, Valuka,Rajendrapur, Nayarhat,Tongi, Joydebpur 

and M anikgonj. Produced fish can easily be supplied to Dhaka, Tangail , Gazipur, 

Joydebpur and other parts of the country by road. The area selected is not usually flood- 

effected and as such these is no risk for undertaking fish culiurc projcct in the area. The 

location of (he project is shown m - Annexure-1.

3 .4  P ro jec t  C om ponents:

The activities of the Projcct may be divided into three stages though there is only 

one product of (he projcct:-

i) Raw material procurement

(ii) Plant operation .i.c production Activities

iii) Markctinii.

(7)



3.4.1 P rocu rem en t  o f  R aw M ateria ls  :

The main raw materials of this project are fry of three species of fishes- Rui, Catla 

and silver carp. Chem ical fertilizer - Urea, T. S. P and Patash, Supplemeniary food like 

C ow -dung , husk/bran o f  pulse and paddy, m edicine and lime. Fish fry can easily be 

p rocu red  f rom  nearby  hatcheries  o f  Joydebpur,V aluka , R ajendrapur,  T anga il  and  

Manikgonj. Some hatcheries of these places are managed by the Department of Fisheries of 

Ministry o f  Fisheries and livestock o f  Bangladesh. There are other hatcheries also which 

are m anaged  by the private ownerships. Chemical fertilizer may be procured from the 

authorized dealer o f  Bangladesh Agricultural Development Corporation (BADC) managed 

by the Ministry of Agriculture. Supplementary food like cow-dung, husk/bran o f  pulse and 

paddy will be procured from the members of the society and the m em ber households are 

engaged mainly in agriculture around the projcet. M edicine like Diptrex and potassium per 

m anganate  m ay be p rocured  from the au thorized dealer w ith  the help o f  F isheries  

Department. Diptrex are used against fish louse like Argulas, Laranaya and Irgasilas. These 

kinds o f  louses are the main cause of deadly epidemic o f  fishes. Another k ind o f  fish 

disease is called gill putrefaction. Lime and patassium per m anganate works against this 

type of disease. Lime can easily be procured from nearby local market.

3 .4 .2  Culture O peration  ;

Culture Operation of the projcet will include the following activities 

Food sypply 

Mcdical Care 

Checking 

Catching.

3 .4 .3  M a r k e tin g  facilit ies;

In earlier it is mentioned that produced fish can easily be supplied to capital city 

Dhaka and other places of the country by road. Produced fish of the project w'ill be

(8)



marketed to the following nearby sales centre. The mini truck of the project will be used for 

this purpose.

M arket segment Distance from the project

* Tangail District Town '' 40 km.

* M irzapurT hanaT ow n , 20 km.

* Safipur Anser Training Centre 10 km.

* Joydebpur Thana Town 5 km

* Gazipur District Town 2 km.

* Dhaka (Capital City) ■ 25 km.

* Local Mcirket 1 km.

■•r
The Sales Supervisor will ensure timely sale of the Product. There is a large daily 

and weekly market near by the projcet .So it is expected that m axim um  fishes will be sold 

on the spot.

C H A P T E R -4  

D E T A IL S O F O P E R A T IO N
4.1 S P E C I E S :

Basic statistics on fish culture which has been com piled  and published  by the 
Directorate o f  fisheries of Bangladesh tells that out o f  total cultured fishes share of 
three species named Rui (Major Caip), Katla (M ajor Carp) and silver carp (Exotic 
Carp) are high in the Bangladesh. Percentage of weight in culture of these species is 
65% which is increasing day by day. These species are popular and fond o f  m ost of' 
the people in Bangladesh. As why the project will culture only these species o f  
fishes.

4.2 C ap acity  utiUzation : i
The utilization of the available capacity has been assumed as follows:- 

Year % of utilization
1st year 85%
2 nd year and onward 1 0 0 %

(9)



Net annual productivity at 100% efficiency will be as follows:-

(10)

SI.
No.

Species Production in Kg.

1 . Rui (Maj(!>r Caip) 31875
2 . Katla ( Major Carp) 21250
3. Silver Carp ( Exotic Carp) 42000

Total 95125

4.3  R a w  M a te r ia l s  R e q u i r e m e n t  :

Fish fry and fish food are the basic raw materials of fish culture.

i) F r y : Fish ('17 will be purchased from nearby hatcheries which are available 
under both private and public ownership. Annual requirement of fries at 100% capacity is
1,60,000 pieces.

ii) Food;

(a) C h e m ic a l  F e r t i l i z e r  T . S. P ;-
Annual requirem ent o f  T. S. P per acre will be 600 kg.So total requirem ent of. 

T.S.P will be 20 acres x 600 kg. = 12,000 kg. The present rate o f  T.S.P is Tk. 10.00 per 
kg. Total price o f  T .S.P in a year is 12,000 x 10=1,20,000.00

(b) U re a :
Annual requirement o f  Urea per acre will be 600 kg.So total requirement o f  Urea 

will be 20 acres x 600=12,000 kg. The present rate of urea is Tk. 6.00 per Kg. Total price 
of Urea in a year is 12000 x 6 = Tk. 72,000.00

fc) P a t a s h ;
Annual requirement of patash per acre will be 300 Kg. So total requirem ent o f  

patash will 20 acres x 300= 6000 Kg. The present rate of patash is Tk. 15.00 per kg. Total 
price o f  patash will be 6000x 15.00=Tk. 90,000.00

(cl) S u p p l e m e n t a r y  F o o d :
For supplem entary food like Muck (Cowdung) bran o f  pulse and paddy will be 

pu rchased  from  the local industries  of rice p rocess ing  . A nnual cos t  for these 
supplem entary lood is assumed to be Tk. 60,000.00



4 .4  D eta ils  o f  Culture:
Fish  Fry:
Required fish fry at the begining of the operation year;

(11)

Species Composition
Required

Per Acre Total required fry

Rui (Major Carp) 40% 3,000 2 0  acres x3000=60,000

Catla (Major Caip) , 2 0 % 2 , 0 0 0 20 acres x 2000= 40,000

Silver Carp 
(Exotic carp) 40% 3,000 20 acres x 3000= 60,000
Total 1 0 0 % 8 , 0 0 0 2 0  acres x 8000= 1,60,000

L IllCl <1

Species
IIU ITAUlLdlltY X'
Tolal Fry Pilferage (5%) Mortality 10% 

at earlier stage
Catchable

Quantity(85%)

Rui 60,000 3,000 ' 6 , 0 0 0 51,000

Catla 40 ,000 2 , 0 0 0 4,000 34,000

Silver Carp 60,000 3,000 6 , 0 0 0 51,000

Total;- 11,60,000 8 , 0 0 0 16,000 1,36,000

It is assumed that from 1,60,000 fries, 85% i.e. 1,36,000 fishes will be caught from the 
ponds. After 6 (six) months o f  the first year, the average weight (minimum) o f  each silver 
carp will be o f  400 grams. As m first half o f the year pilferage rate will be 2.5%, so it is 
expected that 52,500 silver carp will be caught for marketing after six months. It is 
expected that minmuim price will be Taka 60.00. So total sales after six months of the first 
year will be 52,500 X 400 g ram = 2 1,000 kg X 60.00= 12,60,000. Tk.

After catching o f  52,500 number of fishes again 60,000 fries of silver caip will be cultured 
m ponds. So at the end of the first year total number of fishes will be:-

Rui 

Cat I a

51.000

34.000

Silver Carp = 
Total _____=

52.500
1.37.500



It is assumed that at the end of the year, 100% of the silver carp and 75%  of the Rui and 
Catla will be caught from the ponds. So total no. o f catchable fishes at the end of the year 
will b e ^

Rui = 75% = 38,250

Catla = 75% = 25,500

Silver Carp = 100% = 52.500
Total ___________________ 1.16.250

At the end of the year average weight of each Rui and Catla will be 600 grams and silver 
carp will be 400 grams. So in second half o f  the year total production will be as —

Rui = 38,250 x 600 = 22,950 kg

Catla = 25,500 x 6 0 0 =  15,300 kg

Silver carp E______ 52.500 x 400 =______ 21.000 kg
Total __________________ 59.250 kg

The average price will be Tk. 60.00 per kg. So total sales in 2nd half of the year will be 
59,250 x 60 = 35,55,000 Taka.

So in 1st year total production will be 21000 kg. + 59250 kg.= 80250 kg x 60 = 48,15,000 

S e c o n d  y e a r  ;

1st half o f  the year Silver Carp = 52,500
2nd half o f  the vear silver Carp = 52.500
______________ Total ______________1.05.000

Average weight = 400 grams
Total weight 1,05,000 x 400 grams = 42,000 kg.

25% of Rui of previous year = 12750
25% of Catla o f  previous vear - ____________ 8500
______________ Total ______________________21.250

(12)



Average weight of each Riii and catla will be 700 grams . So total weight =  14875 kg.
75% o f  Rui of 2nd year = 38,250
75%  of  Cathi of 2nd year =_______ 25.500

Total:-______________________ 63.750

Average weight o f each Rui and Catla will be 600 grams. So total weight of Rui and Catla 
will be 63,750x 600 grams = 38,250 kg.

Total production will be 42,000 kg. + 14,875 kg. + 38,250 kg = 95,125 kg.

M inim um  price per kg. = Tk. 60.00 So total sales in 2nd year=
95,125 kg. X 60 = Tk. 57,07, 500

At 3% inflation in 2nd year. Total sales = 95125 kg x 61.8= Tk. 58,78,725.

4 . 5  Labour : Salaries are computed on the basis of prevailing situation in the country 
which will increase @ 5% from year to year. In addition to the stated salaries fringe benefit 
equivalent of 35% v/ould also have to be provided.

C H A P T E R -5  

M A N A G E M E N T  O F T H E  O R G A N IZ A T IO N

5.1 S tructure:

The proposed Project will be im plem ented by the C handona Co-operative Fish 

C ulture  Society  Ltd. with the financial assistance from Bangladesh Sam abaya  B ank  

Limited. A Board of Directors consisting of 12 members will look after the m anagement of 

the society. The one third of the Board o f  Directors will be nom inated by the governm ent 

and the rest of the directors including the Chairman and the Vice- Chairman will be elected 

from the members by way of direct voting. The term o f  Board o f  Directors will be o f  three 

years. The power, duties and functions of the Board of Directors will be as follows:- 

To admit members 

To receive and disburse money 

To raise funds, invest funds 

To appoint salaried employees

(13)
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To prepare annual report and statement of accounts

To convene annual general meeting. i
1

The Board o f  Directors will hold meeting at least'once in every two months. They
I

I

will be entitled to sitting fee of Tk. 100 & daily allowance of Tk. 100 for attending each 

meeting. The Board of Directors will formulate policie.'i and provide guidelines for its 

business operation. The overall m anagement o f  the project will be vested on the manager. 

The manager will be the chief executive who will manage the day to day operation o f  the 

project. He will be assisted by the other staff.

The Organisational Structure of the society will be as under
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Sl.No Designation No. o f  posts

1)

2)

3)

4)

5)

6)

7)

8)

9)

10)

Manager

Fishery Officer

Accountant-cum-Cashier

Typist-cum-Clcrk

Field Supervisor

Sales Supervisor

Ice Compressor Operator 
cum-Godown Keeper

Driver

Caretaker-cum-Guard 

Skilled Labour__________

1

1

1 

1

2 

2

4

4
Total 18

5 . 2  Details o f  O perational M anagem ent ;
(Figure in Taka)

Si.
No Designation Qualification

Monthly
Salary

Required
Num ber

1) Manager Masters degree in Fisheiy 
(Experience 5 years)

Tk.6500 1

2 ) Fishery Officer Bachelor degree in Fishery 
(Experience 5 years)

Tk. 3500 1

3. Accountant-Cum-
Cashier

Bachelor degree in 
Commerce 
(Experience 5 years)

Tk. 3500  ̂ 1

4. Field Supervisor H. S. C
(Experience 2 years)

Tk.2500 X 2=5000 2

5. Sales Supervisor Bachelor degree in Tk. 3000X 2=6000 2
Commerce 
(Experience 5 years)
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6 .

7.

Typist-cuin- Clerk H. S. C with typing 
(Experience 2 year

lee Com pressor 
Operator-Cum- 
Godow n keeper

8 . Drivci'

9. Skilled Labour

10. Care taker-cum-
Guard__________

Class -VIII 
(Experience 3 years)

Class-VIII 
(Experience 3 year)

Tk. 2400

TK. 2400

Tk. 2400 1

Tk. 1500X4=6000 4

Tk. 1500X4=6000 4

Total T k . 43JQQ 18

The whole o f  operation o f  the project will be managed by the employees under the
f

guidance o f  the Board o f  Directors. The duties,und functions o f  the employees will be as 

under

M anatier :

Bangladesh Sam abaya Bank Ltd. will recruit an Officer to act as M anager o f  the 

project. During the im plem entation period o f  the project, this officer will ge t  proper 

guidance from a consultant appointed by the comm ittee of the society. The powers and 

function of the Manager will be as under 

Have control over the staff 

Rcccivc all money on behalf of the project 

Pay all cost of management 

Maintain proper and accurate accounts 

Call meetings of the Board of Directors
I

Piepare Annual progi'amme with budget and place the same to the Board, 

implement the dccesions of the Board of Directors.



A c c o u n ta n t  cum -C ash ier:

The accoLintant-cum-cashier will receive and pay cash on all transactions and

maintain all books of accounts and record.

i

F ish ery  O fficer;

The Fishery Officer is a vital post in this project as he will look after, day-to-day 

operation on fish culture. He is fully responsible to find out all problems in operation and 

solve them. He will procurc fish fry, fish meal, fertilizer etc. He will discharge the over all 

responsibility of fish production.

S a les  S u p erv iso r:

The sales supervisor will look after on market o f  fishes. He will contact with the 

persons who are engaged in purchasing o f  fishes on whole sale basis. On behalf  o f  the 

society he will furnish all the sell contact in whole sale market.

Field S u p erv isor:

He will look after the works o f  Guards at pond level. He is responsible to apply
I

fish meal, chemical fertilizer, medicine in the ponds under the guidance o f  Fishery Officer.

Ice C o m p ersso r  O p era to r -cu m -G o d o w n  K eeper:

The Ice Com pressor Operator-cum-Godown Keeper will maintain Ice Com pressor 

maciime. He will also maintain the stock o f  fish meal, fertilizer and surplus marketable fish 

in godown. He is also responsible to operate power pum p m achine during w atering of 

ponds

(17)



CHAPTER-6

F IN A N C IA L  AN A L Y ST S

6. ] D eta ils  o f  project  cost com ponents:

The total capital cost of the project 81.27 lacs. (Annexure-2)

6.1.1 Land;

a. Land for O ffice  Building:

The cost o f land for Office building measuring 1100 Sft. or .025 acre will be  o f  the 

value o f  Tk. 4500 including stamp duty and registration fee. (Annexure-Sl

b. L an d  for G odow n :

The cost o f  land for godown measuring 700 Sft. or 0.016 acre will be o f  the value 

of Tk. 2900 including stamp duty and registration fee. ('Annexure-3')

c. Land for Ice Factory;

The cost o f  hind for Ice factory m easuring 600 Sft. or 0 .014 acre will be o f  the 

value of Tk. 2600 including stamp duty and registration fee. ('Annexure-3')

d. Land for Ponds;

Tlic cost o f  land for ponds m easuring 10 acres will be o f  the value o f  Tk. 

20,00,000 including stamp duty and registration fee. (Annexure-3')

6. 1. 2  E xcava tion  o f  ponds:

Excavation o f  ponds of lO(Ten) acres at the rate of 1,65,000 Taka per acre will be a 

total fo fT a k a  16.50.000. (Annexure-3)

6.1.3 R e-ex ca v a t io n  o f  ponds:

A nother lO(Ten) acres o f  leased ponds will be re-excavated. Total cost for re

excavation will be of Tk. 5,00,000. (Annexure-3~)

(18)
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6. 1. 4 W ater in g  and p reparation o f  ponds;

W atering and preparation cost will be Taka 6,000 per acre. Total cost for this 

purpose will be Tk. 1,20,000. (Annexure-S'l

6. 1. 5 O ff ice  B u ild ing . G uard  Shed . G o d o w n -cu m -Ice  Factory:

Office building, Godown cum-ice-factory will be constructed covering side o f  the 

plot. It will be semi-pucca tin shed building with RCC pillar consisting o f  different 

sections for accomodation of office, godown and ice-factory. 6 (six) Guard sheds 

will be constructed on suitable place. The cost o f construction is estimated at Tk.

15.56.000 . Details  o f  construction  with specifica tion  has been show n in 

Annexure-4.

6. 1 . 6 M ach in ery  and Equipm ent;

One Ice Com pressor machine having a capacity o f  5 M T per day will be procured 

from local market. W eighing scale, handling equipments, water testing kit, fishing 

nets, fry carrying vessels, power pum p machine, tubes for tube-well and other 

equipm ents are also available in local market. It is estimated that the machineries 

and equipment will cosl Tk. 8,85,000 including installation. Details o f  m achinery 

and equipments have been shown in Annexure-5.

6.1. 7 Vehicle .s;

One motor lorry, two motor cycles and 4 by-cycles will be procured from local 

market. It is estimated that the vcliicles will cost Tk 3,78,000. (Annexure-6 )

6.1. 8 M isc e l la n e o u s  f ixed  assets:

The cost o f  Office furniture, fixture and equipm ents have been estim ated at Tk.

1.66.000 . The details of vehicles, furniture, fixture and equipm ents .have been'

shown in Annexure-6 . '>



6. 1 . 9  P r e o p e r a t iv e  ex p en ses;

Preoperative and other expenses during construction period have been estimated at 

Tk. 5 ,75,400 which is shown in Annexure-7 .

6.1.10 W ork in g  Capital:

W orking  capital has been calculated as per requirem ent. M argin  m oney o f  the 

w orking capital will be 10% . W orking capital loan will be renew ed every year. 

Details of working capital repuirement is shown in Annexure-8 .

6.2 D eb t-E q u itv  Ratio:

The Co-operative society will raise share capital to the tune o f  Tk. 21,27,000 to 

support 26 .17%  equity money to the project. As per financial plan Tk.60,00,000 

will be arranged as long term loan. •

6.3 P rod u ction  o f  fish:

Details o f  Production or catching o f  fish is shown in Annexure-9

6.4  S a le s  reven ue:

Details o f  sales revenue is shown in Annexure-10

6.5 V ar iab le  Cost:

The variable cost for 10 years is shown in A nnexure-1 1

6.6  F ixed cost;

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

6.7 In com e:

Statement of income including contribution and net profit is shown in A nnexure-13.

6.8 N et cash  inflow:

Statement of Net cash inflow is shown in A nnexure-14.

6.9  Pav Back period:

Pay back period of the project is 2.74 years, Details is shown in A nnexure-15.

(20)



6. 10 N et P resent Value; j

Net Present value of the project has been calculated at 15% discount factor for 10 

years for Tk 94,35,000/- Details of calculation is shown in Annexure-16.

6 . 1 1 B enefit -  cost Ratio:

At 15% interest or discount rate Benefit-cost ratio is 2.16. Details o f  calculation is 

shown in A nnexure-16

6.12 I R R :

The internal rate of return of the project is 37.66% Annexure-17.

6.13 S e n s i t i v i t y

a) At 40%  highet cost of raw materials net cost inflow is shown in A nnexure-18,

Pay back period =  2.96 Years. A nnexure-19

Net present Value = Tk. 8093 thousands. Annexure-20.

Benefit cost ratio = 2.00 Annexure-20.

fnternal rate o f  return= 34.4^% Annexure-21.

b) At 10% lower price o f  commodity net cash inflow in shown Annexure-22.

Pay back period = 3.14 Years. Annexure-23

Net present value = Tk. 7118 thousands. Annexure-24.

Benefit cost ratio = 1.88 Annexure-24

Internal rate of return = 32.41 % Annexure-25

c) Sum mary of Sensitivity analysis is shown in Annexure-26

6 .14  D ebts  S erv ice  coverage  Ratio:

Calculation of debt service coverage ratio is shown in Annexure-27.

(21)



6.15 D e p rec ia t io n :

Depreciation has been computed on assets in following rates:-

a. Building : 5%

b. Plant & equipments : 10%

c. Vehicles ; 15%

d. Other fixcd.assets ; 15%

Calculation is shown in Annexure-28.

6. 16 S a lv a g e  value:

The volum e o f  salvage value is Tk-. 5723 thousands. Details o f  salvage value is 

shown in Annexlire-29.

6.17 B reak  Even point;

The project will break even from the 1st year of its running. Break even point o f  the 

project com es to 40.89%  capacity  utilization. Break even quantity  com es at 

38900kg. (2nd years) M argin of safety is 56225 kg. Margin o f  safety is 59.11%. 

Detailed calculation is shown in Annexure-30.

6.18 T erm  loan repaym ent Schedule:

The loan is propsed to be repaid in 9 annual instalments starting from the 1st year of 

operation. The instalment will be Tk. 13.00 lacs including interest. This instalmq,nt 

will be equal upto eighth year. A schedule showing repayment of loan and payment 

o f  interest is shown in Annexure-3 1.

6.1 9 C alcu lation  o f  wanes and salaries:

The statement of calculating wages and salaries is shown in Annexure-32.

6 .20  Profit  - D istlbution:
As per provision of the co-operative Act and Rules the profit will be distributed as 
follows:-
i) Reserve Fund 15%
ii) Dividend (Maximum) 50%
iii) Contribution to Co-operative Development Fund 5%
iv) Contribution to Charitablq purpose 10%
V)  Bnonus 6.25%

(22)



r.CHAPTERgg 

^RECOMENDmOiSF

(23)

Fisheries, one of the major sub-seclor of Agriculture, plays dominant role in 

nutrition, employment generation, foreing exchange earnings and others areas of 

economy of the country. This sub-sector contributes about 80% and above of the 

nations animal protein consumption. The main objectives of the project is to 

increase the income of the members by providing remunerative price of produces 

and to improve the continued growth of fish culture through co-operatives.

Bangladesh Samabaya Bank Ltd. should encourage the local co-operators 

to implement this project in the following way :r

(a) To provide managerial help for organise the society and the project.

(b) To provide Short-Term loan for working capital in a loWer rate of

interest.

(c) To provide Long-Term loan for financing the project.

Members of the society will be able to buy fishes on prefential basis . 

Income of the members will be increase through the project and their better 

standard of living will be assured . Members will get employment on prefential 

basis. Boosting of fish culture will develop economic growth of the counrty. 

There is a provision in profit distribution that 10% of profit will distributed 6f 

charitable purposes. Through this provision, creation of educational facilities,, 

health care centres etc. will be possible for the benefit of the members and the

village community.

The proposed project is found fi'nancially rewarding, economically viable 

and in terms of its objctives it has immense socio-economic impacts.

Therefore, the projcet my be implemented.
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A N N E X U R E -2

CAPITAT. C O ST  O F T H E  PR O TECT

_______________________  (Figure in '000 Tk.)
SL.No. Particulars Cost

01. Land and Pond development- Annexure-3
02. Office Building, Ice Factoiy & Godown- Annex-4
03. Machinery and equipments. Annexure-5
04. Others fixed capital Annexure -6

05. pre-operative and other expenses- Annexure-7
06. M argin money for working capital
07. Contingency (Technical know-how feconsumables)

4280
1556

885
544
575

94
193

8127

A N N E X U R E - 3
LA N D  FO R  OFFICE BUILDING. PONDS. GODOW N-CUM-TCE FA C TO R Y

AND POND DEVELOPM ENT COST:
(Figure in '000)

SL. No. Item Area in Acre Estimated cost

0 1 . Land for Office Building 1100 Sft=.025 acre 4 .50
0 2 . Land for Godown 700 Sft=.016 acre 2 .90
03. Land for Ice Factory 600 Sft=.014 acre 2 .60
04. Land for Ponds 1 0  acres 2 0 0 0 . 0 0

05. Excavation of Pond 1 0  acres 1650.00
(per acre=Tk.l65).

06. Re-excavation of Ponds 1 0  acres 500.00
(Leased Ponds)

07. W atering of Ponds 2 0  acres 45 .00

08. Pond preparation 2 0  acres 75 .00

Total :- 4280.00

* 43560 Sft= l acre
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A N N E X U R R -4

D E T A IL S  O F O F F IC E  B U IL D IN G . B O U N D A R Y . 1 ICNCTNG 
G O -D Q W N -C U M -IC E  F A C T O R Y  A N D  G U A R D  S H E D

SI.
No.

Item Specification Site & Area Rate
Tk./Sft.

Estimated 
Cost in 000 Tk.

0 1 . Office Building RCC column based 
brick pillar,Tin 
shed roof, wodden 
frame, brick soiling' 
floor.

1 lOOSft. 614 615

0 2 . Godown-cum -Ice
Factoi7

Brick wall, 
brick pillar.
Tin shed roof over 
wooden frame, Brick 
Soiling floor

1300 Sft. 419 544 .

03. Boundary Fencing Brick pillar with . 
barbed wire

300 1 0 0 30

04. Guard shed(Six) Earthen floor 720 Sft. 
Tin sheet fench and 
roof over wooden Frame

50 36

05. Toilet (Five) — — Tk. 6000 
( per toilet)

30

06. Electrification & 
sanitation

— — — 75

07. Other works — — — 26 ■

08. Contineencv 140
Total 1556



(27)
A N N E X U R E -5

M A C H I N E R Y  A N D  E Q U I P M E N T  W I T H  
C O S T  O F  IN S T A L L A T IO N

SL.
No.

Particulars o f  Machineries & 
Equipments

Num ber Value in' 000 Tk.

0 1 . Ice Compressor (Capacity 5 MT 

per day) company name-BiIzer,Italy.

1 1 1 0

0 2 . Fishing Nets 5 300

03. Fry cariying vessel 25 15

04. Weigiimg scalc and Handling equipments 1 1 0

05. Water Tcstmg Kit - 50

06. Tube well 15 150

07. Ice can (For carrying fish into 

Market and preservation in godown 

with icc)Capacity 10 Kg. per can.

1 0 0 2 0 0

08. Power PumptM ain Pump Machine)) 2 ...50
Total _885
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A N N E X U R E -6

D E T A IL S O F O T H E R  FIX E D  
C A P IT A L  R E O U IR E M E N T

SL.No. Particulars Number Estimated value
(Am ount in' 000 Tk.)

0 1 . M otor lon-y 1 300

0 2 . Steel Almirah 5 25

03. Motor Cycle , 2 70

04. Full Secretriat Table . 3 ’ 15

05. Half Secretariat Tables 4 12

06. Cushion Chair 2 4

07. Iron Safe 1 10

08. Armed Chair 16 1 0 '

09. Rack 5 3

1 0 . Type machine 1 2 0

1 1 . Electric Fan 6 12

1 2 . Calculator 4 4

13. Sign Board 1 2

14. By-cycls 4 8

15. Telephone 1 2 2

16. Light Fittings - 5

17. Khat 4 8

18. Lamp 2 0 2

19. Torch 10 2

2 0 . Miscellaneous _ 10

Total:- 544
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A N N E X U R R -7

C O N S T R U C T I O N  P E R IO D  fT O  R R  C A P I T A !

(Figure in Taka)
SL. No. Item Estimated cost

0 1 . Establishment expenses TSalaries)

(a) Salary for Manager 39000

(b) Salaiy for Accountant-cum-Cashier 14000

(c) Fishery Officer 14000
f

(d) Typist-cum-Clerk 9(i00

0 2 . Rent for ponds (Lease cost) 10 acres 2 0 , 0 0 0

03. Travelling expenses 6000

04. Interest on term loan 4 ,50 ,000

05. Stationery 5 ,800

06. Brokeraee 17.000

Total 5 .75 .400
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WORKING CAPITAL REQUIREMENT
(A n n e x u r e - 1

(Figure in  'OOP Tk.)
SL
No.

Item Infla
tion Rate

For No 
Gf 

Months Y e a r
0 0 0 0 01 02 03 04 05 06 07 08 09 10

01. Fish Fiy 3% 6 250 2 58 2 6 6 2 7 4 28 2 2 90 2 9 9 308 3 1 7 3 27

02.

03.

Chemical 
Fertilizer 
Supplem en
tary food 
Cash require
m ent for 
Salary.

■&
O ther M isc. 
exp en ses

3%

3%

6

6

141

30

145

31

149

32

153

33

158

34

163

35

168

3 6

173

37

178

38

183

39

04.

5%
&

3%

. 6 

6

380

136

3 9 9

140

4.19

144

4 4 0

148

46 2

152

4,85

157

509

162

5 34

^ 6 7

561

172

589

177

Total : - 937 973 1010 1048 1088 1130 1174 1219 1266 1315

Margin 
Money (10%) 
Working 
Capital Loan

- -
94

843

97

8 7 6

101

9 0 9

105

9 4 3

109

9 7 9

113

1017

117

1057

122

1097

127

1139

132

1183
Total : 937 9 73 1010 1048 1088 1130 1174 1219 1266 1315
Interest on 
w orking  
capital @ 15%

126 131 136 141 147 153 159 165 171 177



PRODUCTION OF FISH

(31)
fAnnexure-91

P r o c u c t i o n  of F i s h
SI.
No Species 1st Yr. 2nd Yr 3rd Yr 4th Yr 5th Yr 6th Yr 7th Yr 8th Yr 9th Yr lOthYr

85% 100% 100% 100% 100% 100% 100% 100% 100% 100%
01. Silver Carp 42 0 0 0 4 2 0 0 0 4 2 0 0 0 4 2 0 0 0 4 2 0 0 0 4 2 0 0 0 4 2 0 0 0 4 2 0 0 0 4 2 0 0 0 4 2 0 0 0
02. Rui 22 9 5 0 3 1 8 7 5 31 8 7 5 3 1 8 7 5 3 1 8 7 5 3 1 8 7 5 3 1 8 7 5 3 1 8 7 5 3 1 8 7 5 3 1 8 7 5
03. Catla 15300 2 1 2 5 0 2 1 2 5 0 2 1 2 5 0 2 1 2 5 0 2 1 2 5 0 2 1 2 5 0 2 1 2 5 0 2 1 2 5 0 2 1 2 5 0

Total ; 80250 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5

SALES REVENUE
fAnnexure-10) 

(Figure in  '000 Tk.)
S a l e s R e v e n u e

SI.
No.

Species IstYr. 2nd Yr 3rd Yr 4th  Yr 5th Yr 6th Yr 7th Yr 8th Yr 9th Yr lOthYr

01. Silver Carp 2520 2520 2 5 2 0 2 5 2 0 2 5 2 0 2 5 2 0 2 5 2 0 2 5 2 0 2 5 2 0 2 5 2 0

02. Rui 1377 1912 1912 1912 1912 1912 1912 1912 1912 1912

03. Catla 918 1275 1275 1275 1275 1275 1275 1275 1275 1275
T otal: 4815 5707 5707 5 7 0 7 5 7 0 7 5 7 0 7 5 7 0 7 5 7 0 7 5 7 0 7 5 7 0 7

* Price (per kg @ Tk.) 60 .00 61.80 63.654 65.563 67.527 69.554 71.640 73.789 76.002 78.282

Total price : 4 8 1 5 5878 6055 6 2 3 6 6 4 2 4 6 6 1 6 6 8 1 5 7 0 1 9 7 2 3 0 7 4 4 7

* 3% inflation from 2nd year and onwards.



VARIABLE COST

(32)
( A n n e x u r e - 1 1 )

(Figure in '000 Tk.)

Y e a r
SL
No.

I t e m ist 2nd 3rd 4th 5th 6th 7th 8th 9th 10th

1 (a) Purchasing of Fish fry
at the begining of the
year(R ui + Katia +
Silver Carp) 1 ,60 ,000 160 160 160 160 160 160 160 160 160 160
Pcs. Per pc = Tk.l/-

b) F ish  fry (Silver Carp)
6 0 ,0 0 0  p c s . per 90 90 90 90 9 0 90 90 9 0 90 90
p c.= T k .l.5

2. Chem ical Fertilizer:
■- (a) TSP :

per acre per year =
600 kg. 20- acre x 600 120 120 120 120 120 120 120 120 120 120
= 12000 kg. per kg.=
Tk. 107-

(b) Urea ;
Per acre per year = 
6 00  kg. 20 acres x 72 72 72 72 72 72 72 72 72 72

600  = 12000  kg. per -

kg = Tk. e x 

tg
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VARIABLE COST

(Figure in ’000 Tk.)
Si. I t e m 1st Yr. 2nd Yr 3rd Yr 4th  Yr 5th  Yr 6th  Yr 7th  Yr 8th  Yr 9th  Yr lOthYr
No.

C. Patash:
Per acre per year=300 
kg. 20 acres x 300 = 
6000 per kg.=Tk.l5/- 

3. Fuel for Vehicles and 
Power Pump.

90

130

90

130

90 90 9 0 9 0

130 130  130 130

9 0

130

90 9 0

130 130

9 0

130
4. M uck an d  o th er 6 0 60 60 6 0 6 0 6 0 6 0 6 0 6 0 6 0

su p lim e n ta r y  Food
per m onth Tk. 5 0 0 0 /-

5. Bamboo 10 10 10 10 10 10 10 10 10 10
6. R ep a irs  & m a in  4 0 4 0 4 0 4 0 4 0 4 0 4 0 4 0 4 0 4 0tenance
7. E lectricity 25 25 25 25 2 5 25 25 25- 25 25
8. Temporary labour per 

day Tk.60/- per labour, 
per year labour 400

24 24 2 4 24 2 4 24 24 24 2 4 2 4

9. M iscelleneous 25 25 25  ■■ 25 25 25 25 2 5 25 2 5
10. Medicine & lime 10 JO 10 10 10 10 10 10 10 10
11. Kerosin for Haricane 5 5 5 5 5 5 5 5 5 5
12. Drycell for Torch 2 2 2 2 2 2 2 2 2 2

Total : 863 863 863 8 6 3 8 6 3 863 8 6 3 8 6 3 8 6 3 8 6 3
At Inflation rate 3% 
from 2nd year 

13. Interest on working 
capital.

8 63  8 89  9 1 6  9 4 3  971  1000 1030  1061

126 131 136 141 147 153 159 165

1092  1 1 2 5

171 177

Grand Total 9 89 1020 1052 1084 1118 1153 1189 1226 1263 1302



FIXED COST

(34)
fAnnexure-121

(Figure in  0 00  Tk.)
SI.
No.

I t e m 1st Yr. 2nd Yr 3rd Yr 4th  Yr 5th Yr 6th  Yr 7th  Yr 8th  Yr 9th  Yr lOthYr

1. * Salaries(Annexure-32) 760 798 838 8 8 0  - 9 2 4 9 7 0 1019 1070 1123 1179
2. DA & Sitting fee of 

Directors. 15 15 15 15 15 15 15 15 15 15

3. Travelling & Convey
ance 25 26 27 '2 8 29 3 0 32 34 36 38

4. Rent for Leased Pond. 50 52 55 58 61 6 4 67 70 74 78
5. Honorarium of 

Chair-man 6 6 6 6 6 6 6 6 6 6

6. Printing & Stationery -12 13 14 15 16 17 . 18 19 2 0 21
7. P o sta g e , T elegram  

and Telephone. 3 3 3 3 3 3 4 4 4 4

S. Advertising Cost(Order 
getting).
Depreciation ( Anne- 
xure-28 )

10 " 11 12 13' 14 15 16 17 18 19
9. 249 223 201 181 164 148 134 122 112 102

Total : 1130 1147 1171 1199 1232 1268 1311 1357 1408 1462
10. Less Depreciation : 249 2 23 201 181 164 148 134 122 1.12 102
11. Fixed co st w ithout 

d e p r e c i a t i o n  & 
interest on term loan.

881 9 24 9 70 1018 1068 1120 1177 1235 1296 1360

09

* Provision of 3% inflation rate(5% on Salaries) in each year from the second yccir onwards has been  
calculated except Sl.No. 2, 5 & 9.



INCOME STATEMENT

(35)

(Annexure-131

(Figure in  '000  Tk.)

Particulars IstYr. 2ndYr 3rd Yr 4th  Yr 5th Yr 6th Yr 7th Yr 8th  Yr 9th Yr lOthYr

1. Sales Revenue 4 8 1 5 5 8 7 8 6 0 5 5 6 2 3 6 6 4 2 4 6 6 1 6 6 8 1 5 7 0 1 9 7 2 3 0 7 4 4 7

2. Less : Variable Cost 989 1020 1052 1084 1118 1153 1189 1 2 2 6 1263 1302

3. Contribution (1-2) 3 8 2 6 4 8 5 8 5003 5 1 5 2 5 3 0 6 -5 4 6 3 5 6 2 6 5 7 9 3 5 9 6 7 6 1 4 5

4 Less : Total fixed cost 2 0 3 0 1987 1942 1891 1832 1763 1686 1593 1484 1462

5. Profit before Tax(3-4) 1796 2871 3061 3 2 6 1 3 4 7 4 3 7 0 0 3 9 4 0 4 2 0 0 4 4 8 3 4 6 8 3

6. Less ; Tax (25%) 4 4 9 718 765 8 1 5 8 6 9 9 2 5 9 8 5 1 0 5 0 1121 1171

7. Net Profit (5-6) 1347 2153 2 2 9 6 2 4 4 6 2 6 0 5 2 7 7 5 2 9 5 5 3 1 5 0 3 3 6 2 3 5 1 2

8. Contribution to Sales % 
(3  ̂ 1) 79 .46 82.65 82.63 8 2 .6 2 8 2 .6 0 8 2 .57 82 .55 8 2 .5 3 82 .53 8 2 .5 2

9. Net Profit to Sales % 
(7  ̂ 1)

27 .98 36.63 37.92 3 9 .22 4 0 .55 4 1 .9 4 4 3 .3 6 4 4 .8 8 4 6 .5 0 4 7 .1 6
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Figure in  '000  Tk)
SI.
No.

Species 1st Yr. 2nd Yr 3rd Yr 4th Yr 5th Yr 6th  Yr 7th  Yr 8th  Yr 9th Yr lOthYr

1. Capacity Utilization 85% 100% 100% 100% 100% 100% 100% 100% 100% 100%

2. Net Sales (Ann e x -10) 4 8 1 5 5878 6 0 5 5 6236 6 4 2 4 6 6 1 6 6 8 1 5 7 0 1 9 7 2 3 0 7 4 4 7

3. Total variable cost 989 1020 1052 1084 1118 1153 1189 1226 1263 1302

4. Interest on teiiii loan 900 8 4 0 771 692 6 00 4 9 5 3 75 2 3 6 76 -

5. Depreciation 249 2 23 201 181 164 148 .134 122 112 102

6. Other fixed cost 881 9 2 4 9 70 1018 1068 1120 1177 1235 1296 1360

7. Total fixed cost(4+5+6) 2030 1987 1942 1891 1832 1763 1686 1593 1484 1462

8. Profit before tax(2-3-7) 1796 2871 3061 3261 3 4 7 4 3 7 0 0 3 9 4 0 4 2 0 0 4 4 8 3 4 6 8 3

9. Tax (25%) 4 4 9 718 765 815 8 6 9 9 2 5 985 1050 1121 1171

10. Profit after Tax (8-9) 
(Net profit)

1342 2 1 5 3 2 2 9 6 2446 2 6 0 5 2 7 7 5 2 9 5 5 3 1 5 0 3362- 3 5 1 2

11.
12.

Salvage value 
Internally generated  
fund (5+10+11) 1591 2 3 7 6 2 4 9 7 2627 2 7 6 9 '2 9 2 3 3 0 8 9 . 3 2 7 2 3 4 7 4

5 7 2 3

9 3 3 7

13. Net cast inflow (4+12) 2491 3 2 1 6 3 2 6 8 3319 3 3 6 9 3 4 1 8 3 4 6 4 3 5 0 8 3 5 5 0 9 3 3 7



A N N E X U R E - 1 5  
C A L C U L A T IO N  O F PA Y  B A C K  PRRTOD  

(N O R M A L )

C'37)

SI.
N o.

Particulars 0  yr. 1st yr. 2 nd yr. 3rd yr. 4th yr. 5th yr.

1 . Capital Cost 8127
2 . Net cash inflow 2491 3216 3268 3319 3369
3. Cumulative cash inflow 2491 5707 8975 12294 15663
4. Unrecovcred Capital -5636 -2420 +848 +4167 +7536

investment

Pay back period = 2
3268

= 2+ 0.74 = 2.74 Years

A N N E X U R E - 1 6
N P V  A N D  B E N E F IT  C O ST  R A TIO

(NORMAL) (Figure in '000 Tic.)
Year Investment

Cost
Net Cash 

inflow
Ciscount 

Factor at 15%
Present value o f  cash 
inflow (Benefit)

0

1

8127
2491 0.8696 2166

2 3216 0.7561 2432
3 3268 0.6575 2149
4 3319 0.5718 1898
5 3369 0.4972 1675
6 3418 0.4323 1478
7 3464 0.3759 1302
8 3508 0.3269 1145
9 3550 0.2843 1009
10 9337 0.2472 2308

Total;- 17562

NPV = 1 7 5 6 2 -  8127 = 9435 
Benefit dost ratio (BCR) = Present value =

Capital Cost
17562 
8127 

= 2.16
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A N N E X U R E -1 7
I N T E R N A L  R A T E  O F  R E T U R N  r iR R )  

r N O R M A L )
(Figure in '000 Tk.)

Year Net cash 
inflow

Discount factor 
at 40%

PV at 
40%

Discount factor 
at 35%

PV at
35%

1. 2491 .714 1779 .741 1846
2. 3216 .510 1640 .549 1766
3. 3268 .365 1193 .406 1327
4. 3319 .260 863 .301 999
5. 3369 .186 627 .223 751
6 . 3418 .133 455 .165 564
7. 3464 .095 329 . 1 2 2 423
8 . 3508 .068 239 .091 320
9. 3550 .048 170 .067 238
10. 9337 .035 327 .050 467
Total Present Value: 7622 8701

NPV at 40%  =
NPV at 35% =

7622 - 8 1 2 7 =  - 505(Negative) 
8 7 0 1 -  8127 = 574(Positive)

IRR = LRD + NPV of Ird__________  x (HRD - LRD)
NPV of Ird - NPV o f  hrd

IRR = 35 + 574 x (40 - 35)
574- (-505)

IRR

574 X 5
574+ 505 

=35 + 574 X 5 
1079 

= 35 + 2.66.
= 37.66%
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SENSITIVITY ANALYSIS 
NET CASH INFLOW AT 40% HIGHER COST OF RAW MATERIALS

fAnnexure-181

SL.
No

Particulars IstYr. 2nd Yr 3rd Yr 4th  Yr 5th Yr 6th Yr 7th Yr 8th  Yr 9th Yr lOthYr

1. Raw Material Cost 602 6 02 6 02 60 2 6 02 60 2 6 0 2 6 02 6 02 602
2. Raw M aterial cost at 

3% inflation from 2nd 
Year.

602 6 20 6 39 65 8 6 78 69 8 7 1 9 741 7 63 786

3. 40% higher price in  
each year. 843 8 68 8 9 5 921 9 4 9 9 7 7 1007 1037 1068 1100

4. Other variable cost 261 261 261 261  . 261 261 261 261 261 261

5. . 3% inflation from 2nd  
year on other variable 
cost.

261 269 2 7 7 2 8 5 2 9 4 30 3 3 1 2 321 331 341

6. V ariable co st exclu 
d in g  i-n terest on  
working capital (3+5)

1104 1137 1172 1206 1243 1280 1319 1358 1399 1441

7. Interest on working 
capital
T ota l var iab le  co st  
(6 + 7)

126 131 136 141 147 •15a 159 165 171 177

8. 1230 1268 1308 1347 1390 1433 1478 1523 1570 1618

9. Earlier variable cost 
(Normal) 989 1020 1052 1084 1118 1153 1189 1.226 1263 1302

10 E xcess cost at 40% 
higher price (8-9)

241 248 2 5 6 2 63 2 7 2 2 8 0 2 8 9 2 9 7 3 0 7 316
11. E a r lie r  n e t  c a sh  

inflow (Noiiiial). 2491 3 2 1 6 3 2 6 8 3 3 1 9 3 3 6 9 3 4 1 8 3 4 6 4 3 5 0 8 3 5 5 0 9337

12. Net cash  inflow(li-lO) 2250 2968 3 0 1 2 3 0 5 6 3 0 9 7 3 1 3 8 3 1 7 5 3 2 1 1 3 2 4 3 9021



(40)

SENSITIVITY ANALYSTS
ANNEXIJRE-19

C A L C U L A T IO N  O F PA Y  B A C K  P E R IO D  A T  40% H IG H E R  C O ST  O F
R A W  M A T E R IA L S

(Figure ni 'OOOTk.)
Paiticulars Oyr. 1 st yr. 2 nd yr. 3rd yr. 4th yr. 5 th yr.

Capital Cost 
Net cash inflow

8127
2250 2968 3012 3056 3097

Uni'ecovered capital 
investient - 5877 -2 9 0 9 +103 3159 6256

Pay back period = 2 +  2909
3012

= 2 + 0.96 = 2.96 Years

A N N E X U R E - 2 0
S E N S IT IV IT Y  A N A L Y S IS

N PV  A N D B C R  CA LCULATION AT 40% HIGH ER PRICE OF R A W  M ATERIALS
(Figure ni ’OOOTk.)

Yeai- Net cash inflow Discount factor at 15% Present value

I 2250 0.8696 1957
2 2968 0.7561 2244
3 3012 0.6575 1980
4 3056 0.5718 1747
5 3097 0.4972 1540
6 3138 0.4323 1357
7 3175 0.3759 1193
8 3211 0.3269 1050

9 3243 0.2843 922

1 0 9021 0.2472 2230

Total:- ■ 16220

N P V  = Present Value - Capital cost
N P V  = 1 6 2 2 0 - 8 1 2 7 =  8093
B C R  = N PV  + C = 8093 + 8127= 16220 = 2.00

C 8127 8127
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SENSITIVITY ANALYSIS
A N N E X U R E -2 1

C A L C U L A T IO N  O F IR R  A T  40% H IG H E R  P R IC E  O F R A W  MATERTAT.S
___________________  (Figure ni 'OOOTk.)

Year Net cash 
inflow

Discount factor 
tor at 35%

Present 
Value at 35%

Discount factor 
at 33%

Present Value 
at 33%

1

2

3

4

5

6

7

8

9

10

2250

2968

3012

3056

3097

3138

3175

3211

3243

9021

.741

.549

.406

.301

.223

.165

.122

.091

.067

.050

1667 .752 1692

1629 .565 ' 1677

1223 .425 1280

920 .320 978

690 .240 743

518 , .181 568

387 .136 432

292 . 1 0 2 328

217 .077 250

451 .058 523

Total:- 7994 8471

Capital cost = 8127

N PV  at 35% =7994 - 8127= - 133 (Negative)
N P V  at 33% = 8471 - 8127 = +344 (positive)

IR R  = L R D +  N PV  o f  Ird  X  (H R D -L R D )  
N PV  of  Ird  -NPV of  hrd

= 33 + 344 • X  (35-33)
344 -(-133)

= 33 + 344 X  2
344 + 1 3 3  

=33 + 344 X 2  
477

I R R =  33 +  1 .44=34.44%



(42)

SENSITIVITY ANALYSIS 
NET CASH INFLOW AT 10% LOWER PRICE OF COMMODITY

______(Figure in 'OOP Tk.)

(Annexure-22)

SL.
No

Particulars 1st Yr. 2nd Yr 3rd Yr 4th Yr 5th Yr 6th Yr 7th Yr 8th Yr 9th Yr lOthYr

*1. Net Sales 4334 5290 5449 5612 5781 5 9 5 4 6 1 3 3 6 3 1 7 6 5 0 7 6702
2. Total Variable Cost 989 1020 1052 1084 1118 1153 1189 1 2 2 6 1263 1302
3. Interest on Tenn-loan 900 8 40 771^ 692 6 00 4 9 5 3 7 5 2 3 6 76 -

4. Depreciation 249 223 201 181 164 ■ 148 134 122 112 102
5. Other fixed cost 881 9 24 9 7 0 1018 1068 1120 1177 1235 1296 1360
6. Total fixed cost 

(3+4+5)
2030 19'87 1942 1891 1832 1763 1686 1 593 1484 1462

7. Profit before Teix 
(1-2-6)

■ 1315 2 2 8 3 2 4 5 5 2 6 3 7 2 8 3 2 ao'4o 3 2 6 0 3 5 0 1 3 7 6 2  • 3940

8. Tax (25%) 329 571 6 1 4 659 708 7 60 8 1 5 8 7 5 941 985
9. Profit after Tax(7-8) 986 1712 1841 1978 2 1 2 4 2 2 8 0 2 4 4 5 2 6 2 6 2821 2955
10. Salvage Value - - - - - - - - - 5723
11. Internally Generated 

fund(4+9+10)
1235 1935 2 0 4 2 2 1 5 9 2288 2 4 2 8 2 5 7 9 2 7 4 8 2 9 3 3 8780

12. Net cash inflow (3+11) 2135 2775 2 8 1 3 2851 2 8 8 8 2 9 2 3 2 9 5 4 2 9 8 4 3 0 0 9 8780

3% inflation rate has been calculated from 2nd year & onwards.
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SENSITIVITY ANAT.YSTS

C A L C U L A T IO N  O F  P A Y  B A C K  P E R IO D  A T  10%  T .O W E R  P R I C E  O F
C O M M O D IT Y

(Figure ni 'OOOTk.)
SI.
No.

Particulars Oyr. 1st yr. 2 nd yr. 3rd yr. 4th yr. 5th yr.

1. Capital cost 8127
2. Net cash inflow 2135,.
3. Cumalative cash inflow 2135
4. Unrecovered capital

investment -5992

2775 2813 2851 2888
4910 7723 10574 13462

-3217 -404 +2447 +5335

Pay back period = 3 + 404 
2851

= 3 +  .1 4 =  3.14 Years 

S E N S I T I V I T Y  A N A L Y S IS
A N N E X U R E - 2 4

B C R  & N P V  C A L C U L A T IO N  A T  10% L O W E R  P R I C E  O F  C O M M O D I T Y
(Figure ni 'OOOTk.)

Year Net cash inflow Discount factor at 15% Present value

1 2135 0.8696 1857
2 2775 0.7561 2098
3 2813 0.6575 1850
4 2851 0.5718 1630
5 2888 0.4972 1436
6 2923 0.4323 1264
7 2954 0.3759 11 10

8 2984 0.3269 975

9 3009 0.2843 855

10 8780 0.2472 2170

Total :- 15245

NPV =15245 - 8127 = 7118

BCR = NPV+C = 71 18+8127 
8 127

_= 15245 = 1.88
8127
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I R R  C A L C U L A T IO N  A T  10%  I .O W E R  P R I C E  O F  C O M M O D I T Y
(Figure ni 'OOOTk.)

SENSITIVITY ANALYSIS

Year Net cash 
inflow

Discount factor 
tor at 35%

Present 
Value at 35%

Discount factor 
at 30%

PV at 30%

1

2

3

4

5

6 

7

10

2135

2775

2813

285!

2888

2923

2954

2984

3009

8780

0.741 

0.549 

0 .406 

0.301 

0.223 

0.165 

0.122 

0.091 

0.067 

0 .050

1582

1523r

1142

858

644

482

360

'212

202

439

.769

.592

.455

.350

.269

.207

.159

.123

.094

.073

1642

1643 

1280

998

777

605

470

367

283

641

Total : 7504 8706

Capital cost = 8127

NPV at 30% = 8706- 8127= (+) 579 (Positive) 
NPV at 35% = 7504 - 8127 = (-) 623 (Negative)

IRR = LRD + NPV of Ird x (HRD - LRD) 
NPV of I r d - N P V  o f  hrd

IRR

= 30 + 579 X (35 -30) 
579 -(-623)

= 30 + 579 X 5
579 + 623 

= 30 + 579 X 5
1202

= 30 +2.4 i = 32.41%
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SUMMARY OF SENSITIVITY ANALYSIS
ANNEXTJRR-26

SL.
No.

Critical Assumption Pay cack Period 
(YEARS)

NPV @15% 
(TK.'OOO)

B C R @15% 
(Ratio)

IRR (%)

a. Normal (main results) 2.74 9435 2.16 37.66%

b. Product price

lower by 1 0 % 3.14 7118 1 . 8 8 32.41%

c. Raw material cost 2.96 8 0 9 3 2 . 0 0 34.44%

higher by 40%

A N N E X U R E -2 7

D E B T  S E R V IC E  C O V E R A G E  R A TIO

(Figure in ' 000 Tk.)
Particulars 1st Year 2nd Year 3rd Year 4th Year 5ht Year

i . Net profit 1335 ' 2160 '2302 2452 2613

2. Add.Depreciation 249 223. 2 0 1 181 164

3. Add. hiterest on 
term loan 900 840 ;’ 771 692 600

4. Total 2484 3223 3274 3352 3377

S.Term loan instalment 400 460 529 608 7^0
6 . Interest on term 

loan(add.) 900 840 771 692 600

7. Total 1300 1300 1300 1300 1300

Debt Service 
Coveraee ratio (4-:-7) 1.91 2.48 2.52 2.58 2..60



COMPUTATION OF DEPRECIAON
(46)

(Annexure-28)
Year B uildings (5%) Plant & equipm ent 

(10%)
V ehicles

(15%)
Other fixed A ssets  

(15%)
Total Annual 
Depreciation.

Value 
(end o f  
period)

Deprecia
tion.

Value 
(end of 
period).

Depreci
tion.

Value 
(end of  
period).

Deprecia
tion.

Value 
(end of 
period).

Deprecia
tion.

0 1556 - 885 - 37 8 - 166 -
I

1 1478 78 796 89 321 57 141- 25 249

2 1404 - 7 4 716 80 2 73 48 120 21 223

3 1334 70 644 72 232 41 102 18 201

4 1267 67 580 64 197 35 87 15 181

5 1204 63 ■ 522 58 167 30  • 74. 13 . 164

6 1144 60 470 52 142 25 63 11 148

7 1087 57 423 47 121 21 54 9 134

8 1033 54 381 42 103 18 46 8 122

9 981 52 343 38 88 15 39 7 112

10 9 3 2 4 9 309 34 75 13 33 6 102
Written
down
value

9 3 2 309 75  , 33

Total 
Deprecia 
- ion.

6 24 576 303 133 1636

O)
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S A L V A G E  V A L U E

A N N E X U R R - 2 9 '

(Figure in '000 Tk)
SL No. Item Written down value

0 1 . Buildings 932

0 2 . Plant & equipments 309

03. Vehicles 75

04. Other fixed assets 33
Total 1349

Tolal written down value =

Add. Undcpre d a ted  Capital (Land) 

Add. Martiin money =_____________

1349

4280

94

Total Salvage Value = 5723



BREAK EVEN QUANTITY AND MARGIN OF SAFETY

(48)
(Annexure-30)

SL.
No.

Particulars 1st Yr. 2nd Yr 3rd Yr 4th Yr 5th  Yr 6th  Yr 7th  Yr 8th  Yr 9th Yr lOthYr

1 Production in kg. 80250 95125 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5 9 5 1 2 5

2. Total variable cost(in 
'000 Tk.)

989 1020 1052 1084 1118 1153 1189 1226 1263 1302

3. Average variable cost 
(in Tk) 2 -  1

12.32 10.72 10.06 11.40 11.75 12.12 12.50 12.89 13.28 13.69

4.

5.

Price per kg. (in taka.) 

Total fixed cost (in

60.00 61.80 63.654 65.563 67.529 69.554 71.640 73.789 76.002 78.282

'000 taka). 2030 1987 1942 1891 1832 1763 1686 1593 1884 1462

6. Price-AVC(in taka)4-3 47.68 51.08 52.594. 54.163 55.779 57.434 59,140 60.899 62,722 64.592

7. Break even quantity in 
kg.( 5 -  6).

42575 38900 36924 34913 32844 30696 28509 26158 30037 22634

8. Margin of safety in 
kg. (1-7).

37675 56225 58201 60212 62280 64429 66616 68967 65088 72491

9. Break even %
(Break even atv x 1001 
Total Q u a n tity .

53.05 40.89 38.82 36.70 34.53 32.27 29.97 27.50 31.57 23.79

10. Margin of safety in % 
( 8-. 1).

46.95 59.41 61.18 63.30 65.47 67.73 70.03 72.50 68.42 76.21



A N N E X U R E - 3 1  
L O A N  R E P A Y M E N T  S C H E D U L E

(Figure in Taka)

(49)

Year Instalment Interest Total
repayment

Closing Balance

0 
1 
2
3
4
5
6
7
8 
9
Total:-60.00.Q00

4 ,00 ,000
4 .60 .000
5 .29 .000  
6 ,08 ,350  
6 ,99,603 
8 ,04,543 
9 ,25 ,225

10,64,009
5.09..270

9 .00 .000  
18,40,000
7,71 ,000
6,91 ,650
6.00.397 
4 ,95,457 
3,74,775 
2,35,991

76.390

13.00.000
13.00.000
13.00.000
13.00.000
13.00.000
13.00.000
13.00.000
13.00.000 
5.85.660

60,00 ,000
56,00 ,000
51.40 .000
46 .11 .000  
40 ,02 ,650  
33,03,047 
24 ,98 ,504  
15,73,279
5 ,09 ,270

49.85.660 ■09.85.660

A N N E X U R E - 3 2  

C A L C U L A T IO N  O F W A G E S  & S A L A R IE S.

SI.
No.

Designation Number Monthly Salary Annual Salary

1 . Manager 1 6500 78000
2 . Fishery Officer 1 3500 42000
3. Accounuint-cum-Cashier 1 3500 42000
4. Field Supervisor 2 5000 60,000
5. Sales supervisor 2 6000 72000
6 . Typist-cum-clerk 1 2400 28800
7. Ice. Operator-cum-godown keeper. 1 2400 28800
8 . Driver 1 2400 28800
9. Skilled Labour 4 6000 72000

1 0 . Caretaker-cum-Guard 4 6000 72000

Total: 18, 43700 5 .24 .400  •

Total Annual Salary= 5 ,24 ,400
Add.Fringe benel'it @ 35%= 1,83,540
Add. P.F. contribution @10%=______ 52.440

Grand Total : 7.60.380
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China has achieved a great economic growth since openning to the outside 

world and reform the economic system. The national economic growth is 

estimated at 8.8 percent for 1997.This is favourable for the development 

of medium and small enterprises.

Sanmenxia is a developing city in Hefig^ province which located at the 

joint place of middle and west of China. This area consists of 6 

countries(city,district). The total area is 10, 496 square kilometres. 

Host people (1.61 millions)live in urban districts.The total hilly area 

is 9527 ares . Due to poor natural condition, there are still 385 

villiges, 92,000 households, 380,000 farmers live under the national 

average povety level.The average personal annual income is not more than 

800 yuan (US$95).

On the other hand .the hilly areas are rich in dense forest. Many plant 

like orchard,blossoni,acacic grow there.They are.rich resoure for raising 

honeybee. According to incomplete statistics,they can feed 240,000 boxs 

honeybee, which means the annual production of honey is 10, 000 Tonnes. 

This is the main channel of the farmers' income.

•A

Meanwhile,in lack of deep-processing and less of value addition, the 

farmers found some trouble in sales. Many honey was wastede/ery year.

As we know, honey is one of the important anxiliary material of medicial, 

beverage,cigeratte,cosmetics etc., and also a kind of nice food, they are 

strong in the international consuming market. There are about 340, 000

tonnes finished honey suppling in the international market per annum, in

which 100,000 tonnes from China which running 26. 5 %  of the all.

Furthermore, the honey price is going rise as a kind of natural food

material.

1. Introduction
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Sanraenxia Corporation for Agricultural Produce and Fruit (SCAPF) Is a 

direct enterprise of Sanmenxia Federation of Supply and Marketing 

Cooperatives (SFSMC) which founded in 1971.

SCAPF has engaged in natiye product for a long time. After a little 

more than 3 years of honey processing experience, they has now 3000 

tonnes annual capacity of finished honey . But this can not satisfy the

10,000 tonnes honey supplying market of the area. If the volume of 

honey out is to be maintained,the farmers have to sell their honey in 

more lower price, certainly they have to waste more.

To meet the supply of 10,000 tonnes honey per annum, a new processing 

factory for 8,000 tonnes capacity or finished honet capacity is in 

urgant position.

3 .Summary

3.1 This project is to construct a new honey processing factory in 

Sanmenxia.The project wil be implemented and ran by SCAPF.

3.2 The objects of the project are to bring about a qualitive and 

quantitative improvement in cooperatives services to member-farmers with 

the ultimate objective of increasing members' income .through the value 

addition methods and provide farmers with extension service .

3.3 Total investement of the project is 12 million yuan RMB.

3.4 They are different sources of the fund .subsidy from SFSMC(2.4 miilion 

yuan), long-term loan from government (5.6 million yuan), own capitaK 2. 4 

million yuan), share capital(1.6 million yuan).

3.5 Nominal annual product of the project is 8000 tonnes finished honey.

3.6 The raw honey is to be collected from honeybee raiser through

the primary cooperatives. The purching channi4 is shown in exhibit 1.

2. Background
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exhibit 1=

country amount tonnes province

luolin 400 Henan

shongxian 500 Henan

luancuan

1

650 Henan

tanqu 500 Shaanx i

pinglu 600 Shaanx i

xiaxian 500 Shaanxi

yuencheng 600 Shaanxi

ruicheng 600 Shaanxi

dali 300 Shaanxi

pucheng 400 Shaanx i

shangzhou 400 Shaanxi

weinan 500 Shaanxi

tongguan 400 Shaanxi

total 6350

3.7 The internal market is to be based on Jbhe long term trade parters, 

such as Beijing, Danian, Shanghai and etc. The direct international 

market is Japan.The Helan Company of Import and Export will act as agent 

for the indirect market.
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3.8 The construction period of the project will be about 4  months.

3.9 The results of financial analysis of the project are as follows.

Payback period is 2.1 years. Internal Rate of Return (IRR) is 42. MVa.
Net Present Value (NPV) is 521 yuan RHB. They show the financial

viability of the project, which will be 10 years include ^  months of

construction.

3.10 There are 110 persons will be employed as the section chief and the 

workers.

3.11 The preperation for raaketing investigation, equipment, long- term 

loan application is on the timetable.

4. Project details

4.1 project area

The project is proposed to be established in the existing 18 ares plot 

of land owned by the SCAPF where stands the 3000 tonnes capacity plant. 

It has easy traffic and transportation , where nearby the railway 

station .and with 2 kilometres from the national level road.

4.2 Building

The utilization of the land where the 3000 tonnes capacity building 

stands now is very lowly. The size of replace building will be 3200 m^, 

with 5 floors for produce plant, packing plant,laboratory and office, 

(see exhibit 4)

4.3 Equipment

To meet the 8000 tonnes capacity ,the existing equipment which can be 

used will be retained .Other machines must be ordered and dilivered are 

listed as in exhibit 5. The anxiliary equipiment for water supply system 

(210 metres’), electricity-supply system ( 50 kilowatt) are list in 

exhibit 4.

4.4 The 2 processing linesand flow diagram are showed as follows.

(exhibit 2)
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raw honey

heating

I
I

store and filter 

dissolve and acid killing 

filter ,(

concentrate

sample test

finished honey

tube packing

( processing line)

4.5 Packing plan

warehouse

box packing
!

brand sticking 

bacterium killing 

lid covering

I
bottle packing 

------ tank

( packing line)

The total product of finished honey is 8, 000 tonnes, in which cub- 

packing is 7,000 tonnes, 298Kg per cub. Bottle-packing is 1,000 tonnes,

0.5 Kg per bottle,12 bottles per box.

4.6 Purchase and sale areas 

The raw honey will be collected from 3 areas: native area( 10, 000

tonnes) the neighbouring countries and neighbouring provinces ( 6360 

tonnes). They are showed in exhibit 1.

5. Organization

5.1 A new organization of management should be created for the operation 

of the project. The system can be estimated as follows.
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exhibit 3:

General Manager

Deputy Manager Deputy Manager

- t

section

chief

section

chief

section

chief

section

chief

I

planing processing acconting laboratory

marketing packing finance wages

advertisment

section

chief

section . 

chief i

techical rear servece 

extens i on transportatoon

5.2 Task of the section

1)General Manage/^ Deputy General Manager

A general manager responsibility system will be estimated.There will 

be 1 General Manager(GM), 2 Deputy General Managers(DGMs). The role of 

the GM is to control the overall operation of the project, and make an 

important decision according to law and related regulation. In the 

absence of GM, a DMG can be appointed to be in executive position. One 

DGM for line department, one for staff department as exhibit 3 showed.

2)Chief Section

There will be 6 section chiefs in the project according to the 

responsibility chart. They assiste the DGM and put more attention on 

their duty as exhibit list .
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1) GM & DMG

They should be experienced persons which can be selected from the 

corperation by the board of SCAPF.

2) Section chief

The 6 section chiefs can be selected from the experienced employees 

.Their probation will be 1 year (or in the trial processing period).

3) Others

There are 2 producing lines for processing and packing. 12 people can 

run the processing line,36 people must be employed for 3 teams. 15 

people can run the packing line,45 people must be employed for 3 teams. 

13 people must be employed for labouratory and other position.8 people 

for the Section Chief. So 110 people will be employed for the project.

6. Implementation and production plan

6.1 It is expected that all formalites relating to the project,such as a 

formal appoval of the board for submission of the proposal to a funding 

agency, negotiation with and saction by the funding agency, government 

clearnances.etc. will be completed withine 2 months.

After the project sanction and fund permittion, the whole designs work 

will be completed within 15 days .The project construction work will be 

completed in 5 months, while the machine being ordered and dilivered, 

the install time is 15 days, the totale construction time is 4 months. 

They are showed in exhibit 8.

6.2 The installed capacity of the project is 8000 tonnes per annum, at 

50% of the rated capacity (4,000 tonnes)in the first year of operation. 

To reach 80% in the second year, and is expected to be scaled up to 

100% utilisation of capacity in the third year (8,000 tonnes).

5.3 Empolyment of manpower



7.1 Basic Assumption

The financial analysis of the project is based on the following

assumptions.

1) Project period is 10 years including the construction period.

2) The l i f e of the plant, machinery, equipment and laboratory apparatus 

can be safely assumde at 10 years on the basise of the act of tax law.

3) Depreciation is calculated by the straight method with 10%of the all 

fixed assets, the salvage value being 5%.

4) The total project cost is 12 million yuan RMB.The variable cost of the 

project is 5164 million yuan and the fixed cost is 759 million yuan 

(the 3rd year).

5) The amount of tax will be 550 yuan (the 3rd year).

6) Interest rate of the fund is assumded at 12%.Total intrest of the

project loan will be 141 million yuan ( the 3rd year) . The payment

schedle is showed in exhibit 6 .

7) The selling cost is assumed at 5 %  of the sale value.

8) The administrative cost is assumed at 8 %  of the sale value.

O'* The working capital is assumed at 30% of the investment,

7.2 The total project cost are estimated at 12 million yuan RMB, the 

details are as follows:

7. Project cost
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exhibit 4 0,000 yuan

classification size ik quantity amount

1

reraarke

1 building 3,200 m*' 256 3200*800

2 water tube 200 m 20 2004=1000

3 electric system 50 kw 14

4 equipment, 455 see exhibits

5 install,trial 15

6 others 40

7 working capital

i

400 exhibit 20

total 12000
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7.3 The funds of the project costs will be raised from the followirib 

various sources.

exhibit 6 0,000 yuan

source amount interest rate
1
repayrcent year

! ^
1
' 2
1

’ 3

DSFSMC's subsidy 240
1 !

1 240

2)goverment's loan 560 12%

1

100 !

I i

, 300 i
1 '

. 160

3)share capital 160
1

1
1 1 
1 1

1

4)own capital

1

240 11

total 1200 12% 1

11 i

total interest 141 67
.  !

1  ̂

55 19

:̂The SFSHC's subsidy will be repayed in the 3rd year, goverment's loan 

will be repayed in 3 years as the^sssheduk-showing.

7.4 The cost of the othe items for the project at 100% capacity are as 

follows:

exhibit 7 0,000 yuan

items unit price amount remarks

Dpacking material 500 yuan 350 500=i=7000

2)packing bottle 188 yuan 188
1 ,

! 188*1000

3)water 3 yuan 3.6 1I 3̂ :1.5:i:8000

4)electric power 15 yuan 6

1
0.5*15*8000

5)fuel j 5 yuan 4 5*8000

*water at the price of 1.5 yuan per tonne, 3 tonnes for finished honey 

per tonne.

^electic power at the price of 0.5 yuan per KV,15 KW for finished honey 

per tonne.

*fuel at 5 yuan for finished honey per tonne.
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8. Benefit-cost analysis

8.1 The buying price per tonne and total cost are expected as follows: 

exhibit 8 0.000 yuan

items unit price quantity

1--

amount

acacic honey 5800 yuan 7168

1
1 4157

other honey 5400 yuan 1792 968

total
1

8960 5125

8.2 The sale price per tonne of finished honey and total income are 

expected as follow:

exhibit 9 0,000 yuan

item quantity

tonnes

sale

price

(yuan)

1

total income !
i

capacity

50%

capacity

80%

1
capacity

100%

internal market 3000 11000_ 1208 1933 2416

1) acacic honey 2000 6900 690 1104 1380

2) other honey 600 6600 198 317 396 1

3) bottle

acacic honey 400 16000 320 512

i

1

640

international

market 5000 16000 4825 4520 5650 1
i

1) acacic honey 3400 9500 1870 2992 3740 1

2) other honey 1000 6600 475 760 950
1 1

3) bottle

acacic honey

600 9500 480 768 960

total income 8000 4033 1 6453
i

1
8066

*It can be seen the annual income of the project is 8066 yuan at 

capacity of 100%.
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8.3 Details of fixed cost and variable cost

1) The fixed cost of the project is assumede to 8,650,000 yuan at the 

capacity of 100%.

exhibit 10 3rd year 0,000 yuan

item amount renerks

Depreciation 76 800*(l-5%)/12

Administrative Cost i 645 8066*8%

Loan Interest 144 1200*12%

total 865
1

2) The variable cost is assun^ to 61,540,000 yuan at the capacity of 

100%.

exhibit 11 3rd year 0,000 yuan

item amount remarks

Direct material 5125 4157+968

pjfing material 538 350+188

Water, Power, ^el 16 3.6+6+4

Selling Cost 403 8066*5%

Manufacturing Expence 645

1
8066*8%

Wage 60 110*400*12=i:(l+14%)

total 6154
11

4fanufacturing expence are indirect neterials,indirect labour, factory 

supplies, utilites,repairs and etc.
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8.4̂ 1116 annual Fixed Cost and Vaviable Cost are as follows:

exhibit 12 0,000 yuan

1 2 3 4 5 6 n
(

1

8
1

9 :.o

j 1 

I I 

totel \
1

Vaviable Cost (a) 3077 4923 6154 6154 6154 6154 6154 6154 6154 ■ 6154

1

1

i

Dmaterial 2563 4100 5125 5125 5125 5125 5125 5125 5125 5125

i 1 
i {

1

1

2)packing material 269 430 538 538 538 538 538 538 538 538

3) water, power ,^e 1 8 13 16 16 16 16 16 16 16 16
1

i

4)selling cost 201 322 403 403 403 403 403 403 403 403

5)manufacturing 

expence 6 10 12 12 12 12 12

1

12 12 12

1

6)wage 30 48 60 60 60 60 60 60 60 60
[
1

(

Fixed Cost (b) 505 721 865 769 769 769 769 769 769 769

Dctepreciation 38 61 76 76 76 76 76 76 76 76
1

2)administrative 323 516 645 645 645 645 645 645 645 645
1

3)loan interest 144 144'‘ 144 48 48 48 48 48 48 48

Total Cost (a) + (b) 3582 5644 7019 6923 6923 6923 6923 6923
1

6923 6923
1

1

i

* Total cost is 69,230,000 yuan at the 100% capacity.
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8.5 Cash Flow of the project 

exPiibit 13 0,000 yuan

1 2 3 4 5
[
1

!  1 1 1 

' 6  1 7 , 8  ' 9
1 '

i 10 1 toU^l

Cash Inflow (a) 

(Sale Value)

4033 6453 806G 8066 8066 8066 8066

i

1 8066 1 8066

1
1
t

1 '

' 80C6 !
i  1 
1 i  1

1

Cash Outflow ( b ) 4933 5791 7513 7545 7545 7545 ' 7545
r  i

7554 1 7545
1

1 754G ,
1 I

1

DAsset Investment | 800 1 -

* ‘ 1 

1 i

2)Working Capital , 400 -
1

1

f 1 

I  1

S'!Total Cost 3400 5395 6799 6799

1

6799

1

6799 6799

1 1

6799 1 6799 i  6799 1
1 1 1 1

4) Tax 275

! ■■ ■ ■ 

440 550 550 550 550

!

550 550

1 •  1

550 1 550 ' '

1

5 ) Income Tax 58 136 164 196 196 196 196 196 196 '  196
1

1 1

I 1

Net Cash Flow (a)- ( b ) -900 482 553 521 521 521 521 521 521 521 3782 I

Gross Cash Flow 0 -418 135 656 1277 1698 2219 2740 3261
1 1 

3782! i
i

Net Present Value 

(li=10%)

-900 438 457 391
1
1

356 323 294 267 243 221 , 2090 '

{ 1
I

Gross Cash Flow -462 -5 386 742 1065 1359 1626 1869

- f -  -  . .  _ j

2090 1 j
1
!

Net Present Value 

(li=12%) -900 430 441 370 331

1
I

1

296
1

264 236 210 1 188
1

1 1 

1866 t

Gross Cass Flow -470 -29 341 672

r  ■ ■  

968 1232 1468
1  . .

1 ■ ”  ;  —  • "  ,

1678 !  1866 1 !

i

=i'-NPV(lC=10!!;)=2090 NPV(1C=12%)=1866
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* Return Rate of total investment can be seen :

exhibit 14 0,000 yuan

year

Net

Cash

Flow

interest rate 10%

1
1

interest rate 12%

DCF NPV DCF

1

' NPV

1 -900 -900 -9001
1

2 482 0.9090 438 0.8929 430

3 553 0.8264 457 441
i

4 521 0.7513 391 0.7110 370

5 521 0.6830 356 0.6335 331

6 521 0.6209 323 0.5674 296
1

7 521 0.5645 294 0.5066 264
(

8 521 0.6132 267 0.4523

1

236

9 521 0.4665 243 0.4039 210
i

10 521 0.4241 221
i

0.3606 188
1

total 3782
1

2090 1866 1
1

8.6 The total tax of value added tax and city construction tax is

5,500,000 yuan at 100%capacity.
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exhibit 15 0,000 yuan

1 2 3 4
1
5 6 7 8 1 9

1 1 
10

1 1 

total

&le Value
(total income) (a)

4033 6453 8066 8066 8066 8066 8066 8066 8066 8066
!
' 1

Direct Material (b) 2563 4100 5125 5125 5125 5125 5125 5125 j 5125 5125; 1

Value-added Tax (cj 
{(a)-fb)M7%

250 400 500 500 500 500
1

500 500

1

500 i 500
i

i

City Construction Tax, 
Education Tax added 
(c)*10% (d)

1
1

25 40 50 50 50 50 50 50 50 50

i 1
1

i1
1

Total Tax 
(c) + (d)

275 440 550 550 550 550 550

i

550 550 550

8.7 Profit Ana las is]?: 
exhibit 16 0,000 yuan

1 2 3 4 5 6 7 8 9 10 total

DSale Value 4033 6453 8066 8066 8066 8066 8066 8066 8066 8066

2)Variabl Cost 3077 4923 6154 6154 6154 6154 6154 6154 6154 6154

3)Depreciation 38 61 76 76 76 76 76 76 76 76

Gross Profit (a) 
(l)-{(2) + (3)}

918 1469 1836 1836 1836 1836 1836 1836 1836 1836
1

4)Administrative
expence 323 516 645 645 645 645 645 645 645 645

Earning Befor Tax 
(a)-(4; (b)

595 953

I

1191 1191 1191 1191 1191 1191 1191 1191 111
!

5)Interest 144 144 144 48 48 48 48 48 48 48
1

Profit Befor Tax 
(b)-(5) (c)

451 809 1047 1143 1143 1143 1143 1143 1143 1143

6) Tax 275 440 550 550 550 550 550 550 550 550

Profit After Tax 
(c)-(6) (d)

176 369 497 593 593 593 593 593 593 593
1
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8.8 Selected Financial Data

exhibit 17

Year 1 2 3 4 5 6
1
7

!

! 8

I

! 9 10
i ' 
! total '

1)Pay-back Period ! 2.1 1
1 1

2) IRR 43% I
1

' 1

3) BEP (at the percent 

of sales) 74.2 66.1 63.5 56.5 56.5 56.5 56.5
t

i 56.5

1

56.5
L ............

i
1

! 56.5
t

I

*The Internal Rat of Return for the project is as^ 

coefficient of investment cost 1200

-=2.303

net cast flow net cash flow 521

chech the table of present value interest factor of an ordinary annuity, 

the cofficient is between 40% and 50%, IRR is assumed as X%+40%, so 

40% 2.414

} X%  } 0.111

?% } 10% 2.303 } 0.449

50% 1.965

X 0.111

--- = ------  X=2.47 IRR=2.47%+40%=42.47%

10 0.449

^The Break-even Point is calculated as

fixed cost 769BEP in terms 

of amount of= 

sales

* 100%=- •■i=100% = 56.5%
contibution 1382

contribution = sales realisation-variable cost

= sales realisation-total tax-variable cost 

= 8066-550-6154 

= 1362

investment 1200
* payback period=- =2.1 years

salvage value 400

average NCF + 521^
total years 10
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s.9 Sensivity Analysis

exhibit 18 0,000 yuan tonnes

item
the

4th year

assumption

investment
increace
10%

VC 
increace 

5% ■

production
decresce
5%

selling 
price 

decreace 5%

1 Fixed cost 769 769 769 769 i 769

2 Varialble cost 6154 6154 6154 6154 6154

3 sale value 8066 8066 8066 7663 7663

4 BEP 63.5% 56.5%

1
73% 61% 80%

5 Fixed Asset 800 800 800 800 800

6 Working Capital 400 400 400 400 400

7 selling tax 550 550 550 550 550

8 IRR 43% 39.7% 8.3% 41% 5.4%1

^According to the above analysis,variable cost and sale price are 
the more sensivity to the project.

8,/0 Ifliplen̂ ntation scheduleof the project 
exhibit 19

project
prepare

No

building & 
machinary

material 
resouce & 
narketing

human
resorce
training

Description

internal decition 
draft design of 
projet details 
getting the fund 
support from Fed&Gov 
getting constrution 
permission from Govt

Code

9
10

11

12

draft design of
building
building
construction
set up machinary
trial

A
B

C

D

E

F

G
H

raw material ordered
marketing
advertisraent

I

J

orgnization detailes j K

training

IP Duration(6 months)
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Ihe expected cost of goods sold is as follows, Raw materials are 

expected to remain in store for an average of 2 months before issue to 

production. Each unit of production is expected to be in process for 1 

month.Finished goods will stay in the warhouse awaiting despatch to 

customers for about 1 nwnth . Credit allowed by creditors is 2 months 

from (fate of delivery of raw naterials.Credit given to detors is 2 

months from the despatch of goods.

exhibit 20 0,000 yuan

8 . Working Capita] Requiement

input period raw work in finished detor creditor total

material process goo<te

1.raw material

Din stock 1/2 237 237

2) in work-in-pres^ 1/2 237 237

3)in finished goods 1 473 473

4)credit from creditor 2 946 (946)

2.manufacturing expence

Din work-in-precess 1 6 '  6

2)in finished goods 1 6  6

3) in dei)rs 2 12 12

3.selling administration 

and finished goods expence

Din finished goods 1 87 87

2) in d/tors 2 174 174

4.profit in detors 1 106 106

total (1+2+3+4) 237 243 566 292 (946) 392

- 2 0 -



9. Mape of thr project area

/

> I
4
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EXECUnVE SUMMARY

Project Title; Alcohol production through processing of maize

project

Objectives: The project aims to build a modem plant to produce

alcohol, DDGS (drying dregs grains) and edible 

carbon dioxide. Through processing o f maize, 

promote comprehensive use o f crops, improve 

additional value of agro-produce and income of 

farmers.

Methodology: 1 > Considering it is difficult to get large long term’s loan

from local bank to introduce equipment at first, so 

the project prospects to apply for supplier’s Credit to 

import equipment from foreign country.

2 > The production equipment should be o f advanced 

lever in 90 ’s over the world. Through intensive 

selection and comparison of price and quality, the 

company from Italy is selected.

3  ̂ The production of alcohol is designed to be 15,000 

tons per year. The side products are DDGS and 

edible carbon dioxide, the production are 8000 tons 

and 4000 tons per year respectively.



4 » The infrastructure facilities such as land and building 

should be bought instead o f rent. The trucks will be 

provided by the primary members.

5  ̂ The cost o f equipment will be repaid within 5 years 

of operation. The dividend for members is proposed to 

be 30% of net cash surplus.

6 > Sales o f alcohol and edible carbon dioxide should be 

paid by cash, DDGS will have a 3 months’ credit for 

members or farmers.

Conclusion : 1  ̂ Layout changes can be streamlined and thereby

production increased.

2> Management o f the plant must be advanced, 

scientific. Operators in this plant should have more 

than qualification o f middle specialized school, and 

can be trained scientifically to operate machine.

3» Work land should be made equitable or job rotation 

ensured to reduce work fatigue on a work.

4 ̂  Analysis o f mechanical breakdown and output 

should be analyzed, promote coordinator to improve 

the efficiency.



BACKGROUND  

After opening to the outside world. Chine’s economy has a great 

development. The living lever o f people is increasing rapidly also.

China is a big agriculture country with huge population, there are 

75% of population living in rural area, so development of agriculture is 

most important in China. Most o f farmers depend on sales o f agro

produce. Since carry out “Socialist Market Economy” in China, 

sometimes farmers are worry about that they can not keep track of the 

market’s fluctuation o f the price of crops.

According to increasingly development of modernization in other 

industries, China’s government encourage and have made preferential 

policies to realize collectivization and mechanization in agriculture . In 

order to improve income of farmers, resist the risk of market, the 

government at all levers have attached importance to bring all 

agriculture’s potentialities into full play, made preferential policies to 

advance the course o f industrialization in rural area, encourage to take the 

road o f integrating with production, supply and marketing.

Last year, government o f China cancel the policy o f exporting maize 

in order to meet domestic demand. This new policy will reduce profits 

made by foreign business companies. Shanxi provincial Federation of 

Supply and Marketing Cooperatives is also worry about this.



INTRODUCTION

The processing plant in this project will be situated in Xinjiang 

county ,Shanxi, China. This project is prepared by and will be

implemented by Xinjiang County Supply and Marketing Cooperative.
i

As a important material o f food  ̂ medicine  ̂ and chemical industry, 

alcohol plays more and more wide roles in many fields o f economy. 

DDGS (drying dregs grains ) is a kind of high protein feed for ^ im a l’s 

feeding. Alcohol and DDGS have a good market not only in domestic but 

also in international.

At present, the most alcohol production plants in China are backward, 

the technology and management are not so advanced. For example, 

according to international standard, one ton production o f alcohol need 

3.0-3.2 tons of maize (content o f starch is 60%), but in these plants will 

need 3.4-3.6 tons.
/

In this project, one important point is introducing additional 

equipment to produce DDGS, another important side production is edible 

carbon dioxide also has a good market.

This project will give a detailed study o f processing o f maize to 

analyzed the feasibility.



Starch is main ingredient o f maize, meanwhile is main raw material o f 

alcohol. One ton alcohol need two tons’ starch.

Edible alcohol is an important material o f foods, medicine and 

medical industry, the demand and price o f alcohol is going up recent 

years. DDGS is a kind o f refined feed with highly nutritive value for cow, 

sheep, pig, chicken and fish etc. and has a good market both in domestic 

and international.

The estimated demand o f alcohol in 2000 will reach 4.5 million tons. 

According to the data about 1996, the total annual output is 3.3 million 

tons. So there is a great gap between actual production and estimated 

demand.

In the last few years, in order to reduce pollution, many governments 

of different countries encourage to use new energy including alcohol 

instead of petrol. So alcohol will have a good market in the future.

Because of above mentioned, Xinjiang Supply and Marketing 

Cooperative decided to select this project. They contact local government,' 

the officers support the project, they will help cooperative to apply for 

buyer’s credit and will coordinate v/ith bank. Shanxi Federation o f  

Supply and Marketing Cooperatives certainly will support this project.



FEATURE OF PROJECT AREA 

Shanxi province is in north China. It’s cUmate is characterized by 

climatic type of continental zone. The climate in the whole is mild with no 

intense heat in summer and no bitter cold in winter. Shanxi is in Bohai 

Rim Economic Development Zone. It is the base of energy, heavy and 

chemical industry in China.

Xinjiang is in south Shanxi, near the city-Taiyiian, has a convenient 

transportation and communication. It is rich in water resources. Fen River 

passes through the county. Its population is 0.34 million.

Agriculture is the main occupation of the people in this area. Crops 

grovv̂ ing and planting is the most important aspect o f agriculture. The 

total cultivated area is about 23,000 hectares. The main crops include 

maize, wheat, potato, beans and Chinese medical herbs. Breeding o f pig, 

cow, chicken, sheep, rabbit, horse etc. are involving in another part of 

Xinjiang’s agriculture.

Xinjiang Federation o f Supply and Marketing Cooperatives is largest 

collective organization in Xinjiang county. It has 8 subsidiary companies 

and there are 8 town lever cooperatives under its name. The members o f 

the cooperative are near 60,000. The cooperative supply fertilizers for 

farmers, sell daily use goods in turns and villages, collect crops from



farmers and sell them to cities or for exporting.

The project will be implemented by Xinjiang Federation of Supply 

and Marketing Cooperatives. Because the cost o f equipment is large, the 

cooperative Vv̂ ill apply for buyer’s credit with the help of government.



PROJECT RATIONALE AND INTRODUCETION

1). PROJECT RATIONALE 

Starch is main material o f edible alcohol. Firstly, starch is mixed with 1

distillatory water, the thick liquid is added with alfa-amylase and will 

become liquid, then put glucose-amylase, after fermentation, the liquid 

should be distitated and then alcohol will be get.

While the liquid on fermentation, gas carbon dioxide will be produced, 

gas through pressurization and cooling will become solid state 

edible carbon dioxide for many kinds of use.

The left dregs water o f alcohol will be produced to DDGS through 

centrifugation, concentration and drying.

2). LOCATION

The location o f the plant is selected on the place which is behind the 

county railway station, near highway. The place is very convenient for 

communication, especially for getting underground water and electric 

power. The total area o f this place is about 50,000 square metre.

Because price o f land in China is going up, the life o f the plant is 

prospected to be 20 years, the land will be owned by cooperative paid by 

cash from members.

3). PRODUCE AND SALE

The designed annual production capacity o f alcohol, DDGS,



carbon dioxide are 15,000 tons, 8,000 tons and 4,000 tons respectively. 

The sales o f alcohol and carbon dioxide are paid by cash, alcohol 

should have a storage for 3 months, the DDGS could have a credit for 3 

months for farmer members.

Production price Calculating price

(YUAN/TON) (YUAN/TON)

Alcohol 5500—8000 5500

DDGS 1160—2000 1160

Carbon Dioxide • 4000—4500 4000
i

4). LINE SELECTION

After intensive investigation and comparison, the company from Italy

is selected. More importance is that the foreign company can get 

supplier’s credit loan from local bank, so it can give a credit for 5 years to 

buyer, the interest on the credit loan at year’s beginning will be paid by 

buyer and the rate is 8%. All line is controlled by computers and should 

be highly automatic.

5). MANAGEMENT

The board o f directors should be selected from member cooperatives. 

The operators should have qualification more than middle specialized 

school.
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DETAILS OF PROJECT

1). LINE DESCRIPTION

The designed annual production lever of alcohol, DDGS and 

carbon dioxide are 15000 tons, 8000 tons and 4000 tons. At the lirst year 

of operation, the annul production is at 80% of the designed-capacity; in 

Second year, is 90% o f designed capacity; in third year, this lever will be 

scaled up to 100% utilization o f capacity. The production table area as 

following:

Production Year 1 Year 2 Year 3

(Tons)

.Alcohol 12000 13500 15000

iDDGS 6400 7200 8000

Carbon

Dioxide

3200 ' 3600 4000

1

The life o f line is designed to be 20 years, but the plant want to make 

depreciation for 10 years.

The whole production line consists o f 8 components. The final 

products are alcohol, DDGS and carbon dioxide. The components and 

their respective functions are‘as following:

.Unit 1.--Pretreatment Raw Material

Cereals receiving, storage and preparation.

. Grain loading hopper



. Conveying device 

. grain storage tank 

. Hammer mill 

. Vibration 

•Unit 2.—Starch Liquefaction

. Preliquefaction discharge pump 

. Alfa-amylase storage vessel 

. Glucose-amylase storage vessel 

. Postliquefaction vessel 

•Unit 3.—Fermentation

. Fermented mash surge tank 

•Unit 4 .—Pressurization

. Pressure cabin 

. Cooler 

.Unit 5.-Distillation

. Rectification column 

. Hydroselection column 

. White spillage column

.Unit 6.-Alcohol storage

. Alcohol storaae tank



■Unit 7.“ Spent wash concentration

. Vacuum pump separator 

. Centrifuged spent wash to concentration 

•Unit 8.-Drying

. Bagging package (paper) automatic

2) . DETAILED FEATURES

A. Inputs

The cooperative should own the land and do relative preparation. 

The cost o f land is 3 million Yuans and civil work is 1.5 million. 

The 3 million is from reser\^es of federation and the other is from 

members, the interest is same as long teiin’s loan. At the end of the 

third >-ear of operation, the plant should make 30% of the net 

annual cash surplus as dividend among its members. The 70% cash 

surplus will be relained by the federation for future expansion 

projects.

Long term’s loan for introducing equipment is provided by the 

foreign company by credit and will be repaid within 5 years. The 

interest rate on credit loan at year’s beginning is 8%. The cost 

machinery is 38 million and installation is 4.5 million.



Total Cost Table

A
Project Cost(million) ' COST

I
REMARKS

1 Plant and Machinery 1 -38.0
1

2 Erection/Installation -4.5

3 Civil Work -1.5 Members

4 Land -3.0 Members

5 Interest During
1

Construction Period -3. 4

6 Working Capital Margin -14.6

B. Processing

In Processing, there are some other materials needed such as 

diluted caustic soda 1%. concentrated caustic soda 40% and 

packaging materials for alcohol and DDGS. All these expenses 

include electric power and water will be calculated into the cast of 

alcohol.

The packaging material inventorv' is planned to be maintained at 

about 3 months’ requirement and production alcohol also have a 

storage for 3 months.

The federation also plan to maintain the cash balance for this 

project at a minimum level o f 0.5 million Yuans.

The working capital loan will be get from local Industry and 

Commercial Bank at interest rate 12% and cooperative should bring in



at least 20% of the short term’s loan which vvill be get under the help 

of Shanxi Federation of Supply and Marketing Cooperatives from 

provincial Construction Bank at interest rate 8%.

The table o f working capital requirement is as following:

Working Capital Requirement

COD

E

DESCRIPTION YEAR 0 YEAR 1 YEAR 2 YEAR 3

A Raw Materials 40.9 46.0 51. 2

B Other Materials and Packaging (3 months) 1 4.6 5. 2 5.8

r Sales Credit

Alcohol (3 Months Storage)
[

11.0 12. 3 13. 7

DDGS (3 Months Credit) 1.2 1. 4 1.6

1 D IMiniraum Cash Balance
i  1

0.5 0.5 0.5

1 !  i

Total Current Assets 58.2 65.4 72.8

jWorking Capital Margin j

[ 20% Of Total Current Assets 11.6 13. 1 14.6

Working Capital Loan 26.3 31.4 36.6

Interest (12%) 3.2 3.8 4.4

C. Marketing

Sales o f alcohol and carbon dioxide are paid by cash, DDGS will 

be sold to farmers through primary cooperatives on credit which can 

be safely taken as 3 months.

Alcohol and DDGS also can be exported by Shanxi Federation 

of Supply and Marketing Cooperatives. The table o f respective sales



revenue is as following.

Sales Revenue

PRODUCTION YEAR 0 ,tYEAR 1 YEAR 2 YEAR 3

Alcohol Price 5500 5500 5500

Tons 12000 13500 15000

Revenue(million) 66 74 82.5

DDGS Price 1160 1160 1160

Tons *̂ 1 6400 7200 8000

1 Revenue(million) 7.4 8.4 9.3

Carbon Dioxide Price i  4000 4000 4000

Tons 1 3200 3600 4000

Revenue(million) 1
1 12.8 14.4 16

General Revenue
1------- 86.2 96.8 107.8

D. Others

The plant should pay two kinds of taxes tsciadaag income tax 

339-0 and value-added tax 17% of net cash surplus.

1). PROJECT IMPLEMENTATION PLAN / SCHEDULE



ACTIVITY LIST

ACT

CODE

DESCRIFITON BBIEDIATE

PREDECESSOR

DUR-VTION

(MONTH)

A Land Design
1

1
1

B Prepare Land (Water, Warehouse, etc.) A 4

C Prepare RilG Plan 1

D Construct ion (Ril Storage) c 6

E Equipment Importing 1

F Equipment Location Design 2

G Procure P & M E, F 1 5
1

H Install P & M e ,f ,g 3

I Recruit Personnel 0

J Train Personnel I 6

K Commission H,G 1
1



ORGANIZATION AND MANAGEMENT

1). ORGANIZATION

Xinjiang Federation of Suppl}' and Marketing Cooperati^'es is the 

largest cooperative organization in Xinjiang county. Board of directors 

is the administrative management organ which is elected by general 

assembly and responsible for general assembly. The board of directors 

delegates its authority to respective management committee of 

different companies.

In this project the board of directors should set up a specialize 

management committee to take charge of this project and the directors 

will be elected from member cooperati\’es.

2). MANAGRMENT

The project management committee will select a general manager 

and several \-ice-managers in charge of the concrete management job. 

Under the managers, the whole management is divided into several 

parts.

3). RECRUIT AND TRAINING

The operators in this plant should be of qualification more than 

middle specialized school and have received special training course 

held by the plant. After examination, they may go to working station. 

The total number o f operators is planned to be 150.
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G l ' N l i R A L  A S S I i M I i L Y

1 r  ̂ r

B O A R D  O F  D I R E C T O R S B O A R D  O F  S U P E R V I S O R S

DIZPARTMIZNT

r ’ ^r ^ r 1r ^ r ' ' r

SECRIZTARY PIZRSONNIZL r i N A N C E C O O P E R A T I O N S U B O R D I N A T E M E M B E R PROJECT

A N D A N D G U I D A N C E COMi>ANIE,S C O O P E R A T I V E S M A N A G M E N T

E D U C A T IO N ACC'OUNTINCJ 1 2 3 .  ... 8 C O M M I T T l i E



XFSMC PROJECT MANAGEMENT COMMITTEE



DETAILED DATA ANALYSIS 

Working Capital Requirement

/

:ODE DESCRlFl'ION YEAR 0 YEAR 1 YEAR 2 YEAR 3

A Raw Materials 40.9 46. 0 51. 2

B Other Materials and Packaging (3 months) 4.6 5. 2 5.8

C Sales Credit

Alcohol (3 Months Storage) 11.0 12. 3 13. 7

DDGS (3 Months Credit) 1. 2 I. 4 1.6

D Minimum Cash Balance 0. 5 0. 5 0. 5

Toial Current Assets 58. 2 65. 4 72.8
1

Working Capital Marpin

20X Of Total Current Assets f'^11.6 13. 1 14.6

Workins Canital Loan 26. 3 31.4 36. 6

Interest (12%) 3.2 3.8 4.4

Cost of Production &. Sales

DESCRIPTION YEAR 0 YEAR ] YEAR 2 YEAR 3

Raw Material(maize) 40. 9 46.0 51. 2

Other Material 9.4 10. 5 11. 7

Packaping Material 9.0 10. 1 11. 3

Water Power & Fuel 3.6 4. 1 4.5

Lobour Cost 2.4 2.6 2.9

Adrainistrition £ Marketing OHDS 2. 5 2.5 2.5

Interest on WP Loan (12%) 3. 2 3.8 4.4

OoDortunitv Cost of Land & Trucks 0.4 0.4 0.4

Total Cost 71. 4 80.0 88.9



Profit

DETAILS YR 0 YR I YR 2

/

YR 3 YR 4 YR 5 YR 6 YR 7 YR 8 YR 9 YR 10

Sales Revenue 86.2 96.8 108 108 108 108 108 108 108 108

Cost of Profluction

and Sales 71.4 80.0 8b. 9 88.9 88.9 88.9 88.9 88.9 88.9 88.9

Profit before D I T 14.8 16.8 18.9 18.9 18.9 18. 9 18.9 18.9 18.9 18.9

DeDreciation 4.4 4. 4 4. 4 4. 4 4.4 4.4 4.4 4. 4 4. 1 4.4

Interest on Term’s

Loan 5. 1 4. 2 3. 5 O 7j 2.0 1. 2 0.9 0.6 0.3 0.0

Profit before Tax 5.3 8.2 11.0 11.8 12.0 13. 3 13.6 13.9 14. 2 14.5

'Pr'^iit aftf'r Tax S. 8 4. I 5. 5 5.9 6. 2 6. 6 6.8 6.9 7. 1 7.2

Term Loan Repayment &. Interest Schedule

DETAILS YR 0 YR 1 YR 2 YR 3 YR 1 YR 5 'rR 6 YR 7 YR 8 K r  9
1

I IV Liof

iLoan At Year Begin 60. 5 52.9 44.0 34. 2 24.4 14.6 10. 9 7. 2 3. 6 0.0

interest Rate (n) 8.0 Is.O 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0

Interest Pavable 4.9 4.2 3. 5 2. 7 2.0 1.2 0.9 0.6 0.3 0.0

Reoavment of 11

Principal 7. 6 8.9 9. 3 9.8 9.8 3. 7 3. 7 3.6 3. 5 0.0

Vet Cash Snrolus 0.0 0.0 0. 5 0.9 1. 2 7. 7 8.8 8. 1 8.3 12.0

N’et Cash Flow 12. 5 13. 1 13.8 13.4 13.0 12.6 12.5 12. 3 12. 2 12.0

Profit After Tax 2.8 4. 1 5. 5 5.9 6. 2 6. 6 6.8 6.9 7. 1 7. 2

Dpnrnciation 1. 1 4.4 4. 1 4. 1 4.4 4.4 4.4 4.4 4.4 4.4

Land S: Trucks 0. 4 0. 1 0.4 0. 4 0.4 0.4 0.4 0.4 0.4 0.4

Interest on Term’s

Loan 4.9 4.2 3.5 2. 7 2.0 1.2 0.9 0.6 0. 3 0.0



P r e s e n t  V a l u e

DETAILS W  0 YR 1 \R 2 YR 3 YR 4 YR 5 YR 6 YR 7 YR 8 YR 9 YR 10
Net Cash  Flow 12.5 n . ! 13 .8 13. 4 13. 0 12. 6 12. 5 12. 3 12. 2 !2. 0
ni^ icounted Factor

a t  I n t e r e s t  8% 0. 0.86 0. 79 0. 74 0. 68 0. 63 0. 58 0. 54 0. 5 0. 46
P r e s e n t  Value -6o 11.6 11. 11. 0 9. 8 / s .  6 7 , 9 7. 3 6. 6 6. 1 5. 6
M'et P r e s e n t  Value 20.7

Cost of Capital

DETAILS YR 0 YR 1 r> o YR 3 YR 4 YR 5 YR 6 YR 7 YR S Vf? Q v?? in
Equi ty 4. 5 j ~ J 5 4. 0 4. 5 4. 5 4. 5 4. 5 4. 5  ̂ -

1

Net Cash Flow 12. 5 13. I 1 Q 13. 4 13. 0 12. 6 ■ 12. 3 lo o 12. 0
I n t e r e s t 4.9 J n “ o — 2. 0 1. 2 0 .9 0. 5 0. 3 0. 0
RPMT of P r inc iDle T. 5 S. 3 9.8 9 .8 9 .8 rj r -0. ; 3. 7 3.6 '3. 6 0 0
Net Cash Surolus  • 0.0 0.0 0 .5 0. 9 1. 2 i .  1 8.8 8. ! .9 12. 0
Dividend (̂ }=30%) 0.0 0.0 0. 1 0. 3 0. 4 2. 3 2.6 2.4 1 -7 5 3 6
[) L V1 de n d 011 ii qu 11  v';f. 0.0 .0.0 2. 2 6 .7 8.9 51.0 57. 8 53. 3 55. 5 80 0

i u c 01 60. 5 52.9 44.0 34. 2 24.4 14.6 10. 9 7. 2 3. 6

U* V  » \J 

0. 0
('-‘o) 8.0 8.0 8 .0 8 .0 8 .0 8. 0 8.0 8. 0 8. 0 8 0

I

Wei.i^hted Cost o f

C ao i t a l 7.4 6. 5 5.6 4.7 3.6 5. 3 5. 4 4. 6 4. 5. 5
Wei.srhted .'\verage

Cost o f  C ao i ta l 5. 3



CONCLUSION AND SUGGESTION

1). The average selling price of maize is 950-1050 Yuan/ton. In this 

project the purchasing price is excepted to be 1 l OOYuan/toji. The 

high price will protect the interest o f farmers.

2). The loan from foreign company will be repaid firstly within 5 

}'ears. The long term loan from provincial bank will be repaid 

secondly within 3 years after 5 years of operation.

3). The pollution of the plant should be controlled .

4). The vocation and security’ education of operation should be held 

usually.

5). Layout changes can be streamlined and thereby production 

increased.

6). Management of the plant must be advanced, scientific. Operators 

in this plant should have more than qualification of middle 

specialized school, and can be trained scientifically to operate 

machine.

7). Work land should be made equitable or job rotation ensured to 

reduce work fatigue on a work.

8). Analysis of mechanical breakdown and output should be analyzed, 

promote coordinator to improve the efficiency.
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HIGHLIGHTS OF THE PROJECT

1. Name of Project

2. Project to be implemented Dy

3. ProjectArea

4. Total cost of project

5. Source of finance

6. Installed capacity

7. Capacity utilization

8. Product

9. Implementation period

10. Mamangement

|11, Project life

12. Raw Material Source

13. Financial Analysis

Modernisation of ginning unit.

AmalnerTaluka Shetkari Satiakari Sangh Ltd., Amalner 
- a member Cooperative of IFFCO

I

Amalner, District-Jalgaon.

Rs. 34.09 lakhs

i) Society's own fund 
’ ii) Loan

Rs. 6.00 lakhs 
Rs. 28.09 lakhs

4.5 quintal lint per gin per shift x 16 DR gins x 270 shifts 
= 19440 quintal ofl lint.

1st year 
2nd year 
3rd year 
4th year 
5th year 
6th year onward

180 Shifts 
190 Shifts 
210 Shifts 
225 Shifts 
245 Shifts 
270 Shifts

Lint production on hire basis.

10 months.

Management of AmalnerTaluka Shetkari Sahakari Sangh 
Ltd.

i

10 years.

Raw cotton procured by the society on behalf of 
Maharashtra State Coop. Cotton Growers Marketing 
Federation Ltd.

NPV(Rs.Lakhs) 
IRR (%)
BCR

0.33
19.88

1.01



SUMMARY
I

1. Title and brief description of the project:

Modernisation of Ginning unitof AmainerTaluka Shetkari Sahakari Sangh Ltd., Amalner Dist. Jalgaon, 

is very much required to be undertaken as existing unit is causing constant losses to the society, which 

is otherwise in over all profit with aud[t[ciass 'A'. The society' is procuring raw cotton under monopoiy 

cotton procurement scheme of Govt, of Maharashtra, on behalf of Maharashtra State Cooperative 

Cotton Grower's Marketing Federation Ltd. Thus, society has got assured ginning business which is 

done on hire basis of lint output. Cotton Federation pays Rs. 165/- per quintal of lint output towards 

ginning of raw cotton.

2. Beneficiary:

The project will help to increase the income of the society. The economic strength, thus, gained will 

enable society to serve efficiently its members who are also cotton growers.

3. O bjectives:

□  To utilize existing facilities profitably and judicously.

□  To protect economic interest of members.

□  To generate employment potentials.

□  To have forward linkage of assured raw cotton procurement activity.

4. Total investment:

The life of project is assumed to be lOiyears. Total capital investment is Rs. 34.09 lakhs.

5. Source of fund ;

The Amalner Taluka Shetkari Sahakari Sangh Ltd., Amalner will invest Rs.6.00 lakhs and Rs. 28.09 

lakhs will be borrowed from NCDC as loan @ 16% interest per annum repayable in 10 years. The 

interest for working capital is calculated @ 18% interest per annum.

6. Capacity utilization;

Considering output of 4.5 quintal lint per shift per double roller gin, 16 such gins will produce 72quintal 

lint per shift. Two shift per day for 135 days of seson will produce 19440 quintal of lint. This is consid

ered as 1 GO per cent capacity,

' The capacity utilisation considered as shifts, 180 in 1st year,190 in 2ndyear, 210 3rd year, 225 in 4th 

year, 245 in 5th year, and 270 6th year onward.



7. Raw material:

Raw cotton of farmers procured on behalf of federation under monopoly raw cotton procurement 

scheme.

8. Marketing:

Since ginning is done on hire basis, no separate marketing arrangements will be required. '

9. Projectviability &financial highlights:

The proposed project is financialy viable having 19.88 per cent IRR and NPV more than zero (i.e Rs. 

0.33 lakh). The Benefit Cost Ratio is more than one.

10. Risk Factors:

Sensitivity analysis of the project shows that it is very sensitive to lint output per shift. The fall in lint
I

output from 72 to 70 quintal per shift, the NPV becomes negative (i.e. (-) Rs. 0.14 lakh). Similarly the 

increase in power and labour cost by 5 per cent, the NPV becomes negative (i.e. (-) Rs 0 04 lakh).

11. Plant and machinery:

Machinery of proposed project is easily available in India and aftersales services alongwith spare parts 

are also readily available. Bajaj Double Roller extralong gins with autofeeder attachment of raw cotton, 

produced by Bajaj Steel Industries Ltd., Nagpur are proposed to be installed.

12. Project benefit and employment generation:

The project will directly benefit the society and its members who are also cotton growers. It will 

generate employment to some skilled and unskilled workers.

 ̂ 13. Project implementation:

f The project is expected to be completed within 10 months and start in commercial production by
/
' December 1998.



CHAPTER -

INTRODUCTION

Amalner Taluka Shetkari Sahakari Sangh Ltd. Amalner, has decided to modernise their ginning unit, which 

was established by them in the year 1967-68. This society is taluka level marketing cooperative bearing

registration No.2926 dated 24-6-1927. The society is engaged in marketing of agricultural produce, agricultural
 ̂ 1

inputs, besides, ginning of cotton. The ginning unit of the society has 30 Single Roller Gins on 1.8 ha land at 

Amalner Distt Jalgaon. Maharashtra State.The past five year performance of this society is spectacular 

(Table -1) and the audit class is A ’.

Table ■ 1: Progress Report of Amalner Taluka Shetkari Sahakari Sangh Ltd.

(Rs. in lakhs)

S.No. Particulars 1992-93 1993-94 1994-95 1995-96 1996-97

IV

V 

Vll

IX)

Membership (No)

i) Individual

ii) Societies 

Hi) Govt.

Share Capital

i) Individual

ii) Societies 

Hi) Govt. 

Reserve Fund 

Other Funds— 

Working Capital 

Turnover 

Bank Loan 

Profit/Loss 

Audit Class

3884

130

1

2.21 

2.63 

10.40 

3.07 

_  110.88 

114,80 

212.36

2.14

2.15 

A

4661

141

1

2.68

2.80

8.36 

3.08 

12.49

121.13

213.78

6.37 

(0.25)*

A

4801

141

1

2.70

2.80

8.00

3.35

14.15

147.00

257.17

6.68

0.32

A

4932

141

1

2.77

2.80

7.64

3.36

J6.21

161.80

380.48

5.03

2.00

A

5178

141

1

3.16

2.82

7.29

7.84

20.50

141.15

408.19

8.99

3.80

* Figure in bracket indicate loss. Source; Annual Report



This society is member society of Indian farmers fertilizer co-operative Ltd.and selling IFFCO fertilizers on
*

priority in Amalner taluka. IFFCO, being federal cooperative, at national level, renders various services for the 

development of cooperative, apart from selling entire fertilizer production through cooperatives only As a part 

of these services IFFCO is preparing this project report on modernisation of ginning unit which will be of great 

help to farmer members of Amalner Taluka Shetkari Sahakari Sangh Ltd.Amalner Distt.Jalgaon. This Project 

Report will be submited to NCDC through Maharashtra State Government for necessary financial help.



CHAPTER-II •

BACKGROUND
2.1 Cotton Area and Production;

Cotton is the most important cash crop grown in India for meeting the fibre need.Cotton seed contains 

14 to 18 per cent oil which after refining is used for human consumption, however, cotton seed cake is 

used as cattle feed.

This crop occupies 9.06 million ha area producing 13.09 million bales .Maharashtra state occupies 

almost 34 percent area under cotton crop in India & contributes 21.4 per cent production. Within 

Maharashtra, Jalgaon is one of most important district where cotton is grown as main cash crop after 

banana crop.I '

Table - 2 : Cotton Area and Production.

Year India Maharashti'a State Jalgaon Distt
Area

(m.ha)
Production
(m.bales)

Area
(m.ha)

production
(m.bales)

Area
(m.ha)

Production
(m.bales)

1994-95 7.87 11.89 2.76 2.50 0.26 0.35

1995-96 9.06 13.09 3.07 2.80 0.28 0.31

2.2 Textile Industry :

Today, textile industry has not only grown to be the largest segment of country’s industrial sector with 

a share of 20 percent but it has also gained stature among the world textile industry. Cotton fibre forms| 

major raw material of textile industry. >

2.3 Cotton Processing:

The processing of cotton involves separating cotton seed from lint called ginning, pressing the lint into 

bales called pressing, making threads out of lint called spinning, and finally making the cloth from the 

threads is weaving. ^

2.4 Remunerative C ro^: -  -

Cotton is colloquially called as white gold because it fetches relatively better revenue than many other 

crops under ralnfed condition of semi arid tract.This crop is very good for crop rotation at it takes its 

nutrient need from lower layer of soil due to its deep root system.



2.5 Cotton Development:

India has the distinction of being the country growing the largest area under cotton. However, in 

production, it ranks third after China and USA, because of low yield i.e 246 kg lint per ha.India has
I

been laying great emphasis on increasing the production & productivity of cotton . For this purpose 

research and development programmes are under implementation.

Govt, of Maharashtra has also realised to increase cotton productivity from present level of 155 kg lint 

per ha, by taking up cotton demonstration project at PKV Akola with Israel technology on 200 ha farm
I

area. Large number of cotton growers of Maharashtra State are exposed to this demonstration for 

immediate adoption of the technology by them. It is expected that cotton yield per ha will double in 

coming years.

2.6 Cotton Monopoly Procurement Scheme:

Maharashtra state is unique in implementing cotton monopoly procurement scheme since 1972-73 

through Maharashtra State Cooperative Cotton Growers Marketing Federation Ltd. Nagpur in entire 

Maharashtra state, benefiting 15 lakh farmers. For this purpose Maharashtra Government enacted 

special raw cotton act 1971 .The main objectives of this scheme are as follows.

□  To ensure right cotton price to farmers

□  To eliminate middle men and to remove lacunae in marketing.

□  To supply quality lint to mill owners in right price

□  To increase cotton productivity and bring prosperity to farmers through cooperative endeavour.

Linder this scheme procurement price are declared at the beginning of season and procurement 

centres are, by and large, opened where ginning facility is available. However, non ginning facility 

centres are also opened for avoiding inconvienece of long transportation of raw cotton by the farmers. At 

such non facility center farmers get Rs. 20 per quintal less price than that of price at ginning facility 

centre.The federation procures cotton through cooperative marketing societies in respective procurement 

centre area on commission basis. Similarly, ginning and pressing of cottton is also done on hire basis 

mostly in cooperative ginning and pressing unit .However, in the absence of cooperate un it, private 

units are utilised for this purpose Cotton grading is done by grader,a employee of cotton federation.

2.7 Encouragement to Small Scale Industry:

Maharashtra State Govt, encourages SSI units by giving 25 per cent subsidy of project cost in industrially



PROJECT AREA
3.1 Availability of Raw Material:

As mentioned earlier, in Jalgaon district procurement of raw cotton is over 1 million quintal, whereas in 

Amalner sub-zone, which comprises of Amalner, Parole and Dharangaon centres, raw cotton 

procurement is around 0.18 million quintal (Table - 3). This crop is grown on about 70000 ha in Amalner 

sub-zone The Climatic and soil conditions are quite favourable to grow this crop in this area.

Table ■ 3 : Cotton Area & raw cotton production in Amalner subzone and in Jalgaon District.

CHAPTER-III

Year Jalgaon District Amalner Sub-zone

Areaha. Producton (q) Area ha. Production (q)

1995-95 277900 1014387 67140 177929

1996-97 300500 1286144 71600 187606

1997-98 (E) 375100 2200000 88600 415000

Source :Maharashtra State Cooperative Cotton growers Marketing Federation.

3.2 Availability of Ginning Facility:

In Jalgaon district and in Amalner sub-zone the ginning facility availability is shwon in Table-4.

Table • 4 : Ginning Facility.

Gin kind L Jalgaon Distt, No. Amalner Sub-zon, No. ,

Single Roller (SR) 68 0

Double Roller (DR) 574 56

Source .Maharashtra State Cooperative Cotton growers Marketing Federation.

3.3 Raw Cotton Procurement by Society:

As mentioned earlier this society procures raw cotton from the farmer at Amalner procurement center 

of cotton marketing federation after it is graded for quality by Cotton Grader. The society gets commission 

@ 0.4 to 0.9 per cent on quantity slab basis. The raw cotton procurement of the society during past 

three years is shown in Table-5. '



Table ■ 5 ; Raw Cotton Procurement by the society.

Year. Raw cotton procurement, quintal

1994-95 31753

1995-96 59655

1996-97 75791

Source: Anrjiual Report of Society.

3.4 Ginning performance of society.

Out of 30 SR Gins the society operated 20 gins during last three years of which performance is as 

given in Table-6.

Table - 6 ; Ginning performance of society.

Particulars. 1994-95 1995-96 1996-97

1) Raw cotton ginned 1790 9099 25989

2) Lint obtained (q) 606 3164 8312

3) No.of shifts 22 121 236

4) Commission Revenue 0.75 4.16 12.14

(Rsiakh)
1

5) Profit/Loss (Rs lakh) (1.77)* (0.56)* (0.28)*

* Figure in bracket indicates losses. Source; Annual Report of Society.



PROJECT RATIONALE.

4.1 Project Rationale:

A close look at raw cotton procurement either at Amalner centre or in Amalner sub-zone or in Jalgaon

district, vis a vis ginning & pressing facilities available, it is revealed that ginning capacity is inadequate)
considering future increase in cotton prpduction.

This society, although in overall profit, incurring continuous losses in ginning unit on account of low 

output (lint production) per unit of inputs (like power, labour, spares etc). The modernisation of existing 

unit will enable this society to earn the profit in assured business of cotton marketing federation under 

monopoly cotton procurement scheme of Govt of Maharashtra. The economic strength thus gained 

will enable this society to serve farming community still better way.

4.2 Design Consideration:

4.2.1 The Project Location:

The society proposes to utilise existing gin building and other infrastructure facilities available 

with them like electric transformer, fire hydrant & pool, security & office building etc. situated on

1.8 ha area owned by the society (Exh.1). Therefore, the location is Amalner which has good 

road andraillink,

4.2.2 Scale;

The existing gin building is such that 16 DR Gins with suitable space in between can be installed!
I

in one row so that cotton seed falling in trench under the gin can be mechanically taken out b y ' 

cotton seed conveyor on one end of gin house, while lint can be lifted manually to lint filling 

platform at the other end of gin house.

4.2.3 Components:

The main components of ginning units are Gin house, Raw cotton platform. Cotton seed 

platform. Lint filling platform, Power transformer. Fire hydrant and pool, Weighing scale (platform 

type), Office and security building.

CHAPTER-IV





4.2.4 Technology;

The technology includes following items.

□  Modern extralong double roller gins with auto feeder.

□  Electric motor 5 HP each to drive gin.

□  Cotton seed conveyor driven with 5 HP electric motor.

□  Electrical panel control.

The following advantages will accrue by setting up semi-automatic ginning unit.

□  Save Power as modern double roller gins have ball bearings instead of brush system thereby 

reduce motor HR

□  More output per unit consumption of inputs thereby reducing variable cost.

□  Existing facilities would be utilised for profit making.

4.2.5 Organizational Arrangements;

The gin will be operated by technical staff viz. Fitter, Oilmen. Roll Cutter (Annexure - 8). The gin 

unit being semiautomatic require 30 labours for carrying out various operations (Annexure - 7). 

The attachment of autofeeder reduces requirement of labour to sit on gin for feeding raw cotton, 

because one labour can feed raw cotton to three gins. Thus for 16 DR Gins instead of requiring 

16 labourers only 6 can manage the raw cotton feeding operation to gin.

All these skilled and unskilled labourers are very much available and employed on seasonal 

basis only. To supervise the ginning unit operation Gin Manager will be responsible.

4.2.6 Effluent:

The proposed semi automatic ginning unit will not discharge any effluent nor in anyway pollute 

the environment.



THE PROJECT
5.1 General Description:

The Amalner Taluka Shstkari Sahakari Sangh Ltd., Arnalnsr District Jalgaon, has existing gin with all

kind of infrastructural facilities required for the gin. They also expertise to run the gin successfully.
1

Moreover, monopoly cotton procurement scheme encourages cooperatives to procure the cotton from 

farmers and process it on hire of lint output basis .
i

This year the ginning rate finalised by cotton federation are Rs. 165/- per quintal of lint output & Rs.

165/- per bale of cotton as pressing charges.These rates are finalized based on average consumption 

of inputs to produce one quintal or one bale of lint output.

Since the society has old technology they incur losses on account of more consumption of inputs for 

producing one quintal of output of lint. However, the modern double roll gin consumes less inputs and 

at the sametime give moreoutput of lint. This will enable the society to bring this gin unit as profitable 

venture and gain economic strength to serve member farmers better.

5.1.1 Overall and immediate objective:

□  , To Util[ze existing facilities profitably & judiciously.
I —

□  To protecteconomicinterestof members who are also cotton growers through this agro processing 

activity which adds value to their produce.

□  To generate employment potentials.

□  To have forward linkages of cotton procurement being done on commission basis.

5.1.2 Project of Component:

5.1.2.1 Gin House;

The existing gin house will be utilised by making suitable alteration within it for installing 16 DR 

gins in one row so that cotton seed can be mechanically carried on one end of gin house(Exh.2), 

The cost of alteration is worked out to be Rs.2.82 lakhs (Annexure - 5)

5.1.2.2 Other Civil Work:

Other Civil work, includes deepending of existing well, repairs of fire hydrant and pool, repairs 

of barbed wire fencing which need to be undertaken.Besides, these raw cotton storage platform 

and cotton seed storage platform need to be repaired. These costs are estimated at Rs. 1.05

CHAPTER - V
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5.1.2.3 Plant and Machinery;

The cost of plant & Machinery estimated at Rs. 22.72 lal<hs on the basis of latest quotations. 

The cost includes provision for electrical equipments, cotton seed conveyor system, folding 

angle structure for raw cotton platform, sheetmetal guarding etc. (Annexure - 4)

5.1.2.4 Miscellaneous Fixed Assets:

Under this head the provision, of Rs.2.27 lakhs is kept to cover expenditure on items like fire 

fighting equipments, platform type weighing scale, some electrical equipments, furniture & 

fixture etc. (Annexure - 3).

5.1.2.5 Pre-operative Expenses:

These expenses includes Rs.1.80 lakh interest (@16%) for a period of 6 months on an amount 

spent towards Building & other civil works, plant & Machinery and Misc. fixed assets. Besides 

this Rs.0.71 lakh provided for contingency and Rs.1.00 lakh provided for establishment, startup

& training expenses. Thus,total of Rs.3.98 lakhs provided as preoperative expenses. 

(Annexure-6).

5.1.2.6 Margin Money for Working Capital:

This has been worked out on the basis of 20% margin one month requirement of sales credit, 

store inventory, lubricant inventory and maintenance of cash balance for carrying out day to 

day operation. This amounts to Rs. 1.77 lakhs (Annexure -11). v

5.2 Detailed Features:

The raw cotton procured by the society on behalf of Maharashtra State Cooperative Cotton Growers 

Marketing Federation Ltd. after it is graded, will be stacked on Raw Cotton Platform. This raw cotton 

will be manually taken to gin house and kept on raw cotton platform near gin for feeding. The labour 

sitting on each DR gin will feed raw cotton. The DR gin driven separately by 5 HP motor will gin the 

cotton.The cotton seed falling in trench under the gin will be mechanically transported to cotton seed 

silo and from there it will be taken manually to store on cotton seed platform till it is despatched by 

federation to oil mill.

The lint falling near the gin is manually taken to lint filling platform where it will get packed in jute 

gunnies, each weighing approximately 80 to 90 kg.These gunnies are supplied by federation. The lint 

filled gunnies are weighed on platform type weighing balance and transported by federation to pressing



5.2,1 The Inputs of Ginning Operation ;

5.2.1.1 Power:

Each gin require a electric motor of 5 HP and one additional 5 HP electric motor is required for 

rotating the conveyor of cotton seed falling under the gin. Thus, 85 HP power is required.

Power Consumption per shift of 8 hour:

Since 1 HP equals to 0.74 KW, so 85 HP x 0.74 x 8 hrs. will be 503.2 KWH.

Therefore, cost of power @ Rs. 4 per unit (KWH) for each shift is Rs. 2012/-

5.2.1.2 Labour charges :

Since the ginning unit is semi-automatic, the labour charges forms major cost of production. To 

run one shift of 16 DR gin with auto-feeder the labour required per shift of eight hour is 30. 

in addition to this technical staff required for each shift are one fitter, 3 oilman and 2 Roll cutter. 

These skilled and unskilled labour are hired on seasonal basis only. Therefore, their cost per 

shift worked out at Rs. 3058.00 (Annexure - 7 & 8).

5.2.1.3 Lubricant;

For smooth running of gin the grease is required to be applied to gears & bearings. The 

lubricant requirement as recommended is 0.25 kg per DR gin per shift so far 16 DR gin the 

lubricant requirement is 4 kg per Shift. The rate per kg of lubricant is considered at Rs. 68.75, 

hence Rs. 275 per shift is considered as expenses on this head. Further, one barrel of 180kg is 

maintained as inventory during operation.

5.2.1.4 Spares;

The spares of DR gin are moving parts viz. Knives, Roller, Bearings, Seed sieves, Belts etc. 

They are required to be replaced under breakdown when the gins are in operations. Based on 

experience of similar ginning unit the expenses on spare part head can be allocated at Rs.

748.00 per shift.

5.2.1.5 Repairs and Maintenance;

These expenses are also considered based on experience of similar ginning unit These expenses 

amount to Rs. 8.34 per DR gin per shift. Thus total expenses considered at Rs 0.36 lakhs 

annually.

5.2.1.6 Administrative & Management expenses;

These expenses include annual salary of ginning staff amounting Rs. 1.55 lakhs (Annexure-9)



and other office expenses considered at Rs. 0.50 lakh. Thus total expenses considered 

Rs. 2.05 lakhs annually.

5.2,1.7 Opportunity Costs:

Since the existing facilities are being used for this project so opportunity cost considered at 

Rs. 0.80 lakh annually.

5.2.2 PROCESSING ;

The DR Gins separate cotton seed from lint. The capacity, although, recommended at 4,8 quinta! lint 

per shift of 8 hours per DR Gin. We have considered at 4.5 quintal lint output per DR gin per shift. 

Therefore, 16 DR gins will produce 72 quintal lint per shift.

The ginning season considered for 135 days running two shifts per day Thus, 16 DR Gin will produce 

lint 19440 quintal per season of 270 shift considered as 100% capacity.

5.2.3 Marketing:

Since Maharashtra State Cooperative Cotton Growers Marketing Federation Ltd. gets ginning operation 

done on hire basis by paying Rs. 165/- per quintal of lint output, the society need not require marketing 

arrangement.

5.2.4 Financial ;

The society require to maintain cash balance of Rs. 0.60 lakh & store inventory including lubricant of 

Rs.1.12 lakh for smooth running of gin unit. It is also considered that society will require to maintain 

debtor of one month production.Thus, society will require working capital of Rs. 8.85 lakh. The 20 per 

cent margin money is considered as project cost.

The interest on net working capital is calculated at interest rate of 18 per cent. However, thelong term 

loan interest rate considered at 16 per cent.

The depreciation was calculated on written down value (WDV) basis considering 10 per cent and 25 

per cent rate of depreciation on civil work costs and plant and machinery cost respectively 

(Annexure-10)

5.3 Projectlmplementation Plan: _

As per schedule the project is expected to start commercial production by Dec, 15,1998. The detailed 

implementation schedule is given in Table-7.



Table ■ 7 : Project Implementation Schedule.

Activity Duration Predecessor \

A. ProjectApproval 2 1

B. Arrangement of Finance 1 A

C. Civil work for Gin house alteration 2 B

D. Repairs and procurement of Mis'c.fixed assets 2 B

E. Plancement of order of plant and machinery 2 B.C

F. Delivery of Machinery 2 E

G. Erection of Machinery 1 F

H. Electric Connection 1 D

1. Trail Run 1 G .H

J Full production I

5.4 Cost Estim ates;

The life of Project is assumed to be 10 years for project financial analysis. The total capital cost of 

project is Rs.34.09 lakhs which is presented in Annexure 1. The architectural estimate is considered for 

alteration of gin house to suit the modernization of ginning unit. Similarly, the quotations were obtained 

from leading manufacturer of plant & machinery of ginning unitThe other costs are considered based 

on discussion with the society office bearers and experienced people of ginning unit.

5.5 F inancing:

The project cost for setting up 16 modern Double Roller ginning unit is proposed to be funded as

mentioned in Table-8  'i

Table-8  : Source of funding

(Rs. in lakhs)

S.No. Source Amount

1. Own fund of society

2. Loan from NCDC

6.00

28.09

Total 34.09

5.6 Organisation and Management:

The members of Amalner Taiuka Shetkari Sahakari Sangh Ltd. elect 15 directors and J



directors altogether forms the board of the society. Among 15 elected directors, Chairman and 

Vice chairman are elected for a term of five years.

These board of director manages society through Manager. For ginning unit Gin Manager is exclusively 

appointed who reports to the manager of the society. Under Gin Manager one senior clerk cum 

accountant is working who maintains all records & accounts of Gin . There are two watchmen who 

work shiftwise alternatively in day time and night time to guard the unit.

The fitters, oilmen and roll cutters are hired on seasonal basis. Similarly, labours are hired seasonly and 

paid ail emoluments due under minimum wages act.

ICAR has ginning training centre at Nagpur who imparts training input on technical aspect, Since the 

society is operating its ginning unit for long, experienced staff is available for successful implementation 

of this project.

Financial Results:

The detailed projections of profitability and cash flows of proposed project of modernization of ginning 

unitofAmalnerTaluka Shetkari Sahakari Sangh Ltd., are presented in Annexure -11. The data reveal 

that the project is financially viable since it has Internal Rate of Return (IRR) of 19.88 percent and NPV 

more than zero. The logical consideration of production, cost and revenue are on very practical basis. 

The sensitivity analysis of the project reveals that it is very sensitive to lint output per shift (Table-9). 

The fall in lint out from 72 to 70 quintal per shift cause NPV change from (+) Rs.0.33 lakh to (-) Rs. 0.14 

lakh. Similarly the increase in power and labour cost by 5 per cent cause NPV change to (-) Rs. 0.04 

lakh.

Table - 9 ; Sensitivity Factor

Sensitive factor______ __________________________________ NPV Rs. in lakhs______________

1. Lint output per shift

i) 72 quintal W 0.33

ii) 71 quintal (+)0.14

iii) 70 quintal (-)0.14

'^'-.and labour cost

jnsidered in project (+)0.33

2.5% increase (+)0.18

r An/



Annexure -1

PROJECT COST ESTIMATES

(Rs. in lakhs)

S.No. Particulars Amount

1. Civil work c^sts of Gin House; 2.82
2. Other Civil Work Cost. 1.05
3. Plant & Machinery including accessories 22.72
4. Miscellaneous fixed assets 1.75
5. Preoperative Expenses 3.98
6. Margin Money for working capital 1.77

Total ^ 34.09

Annexure - 2

OTHER CIVIL WORKS COST

(Rs. in lakhs)

S.No. Particulars Amount

1. Deepening of existing well 0.50
2. Repairs of existing fire hydrant & pool 0.20
3. Raw cotton and cotton seed platform 0.30
4. Repairs of existing barbed wire fencing 0.05

Total 1.05

Annexure - 3

MISCELLANEOUS FIXED ASSETS

(Rs. in lakhs)

S.No. Particulars Amount

1. Electrical equipments 0.75
2. Fire fighter equipments 0.15
3. Weighing scale platform type 0.50
4. Lint filling platform 0.15
5. Miscellaneous items 0.20

Total 1.75



PU N TA N D  MACHINERY

Annexure - 4

(Rs. in lakh)

S.No. Particulars Qty. Rate Rs. Amount

1. Double roller gins 16 65000 10.40

2. Roll press 2 5000 0.10

3. Roll cutting stand 1 1200 0.01

4. Automatic raw cotton feeder 16 22000 3 52

5. Seed conveyor 42 m. 2500 1.05

Total - A 1508

Add Excise duty @ 13% of Total -A 1 96

Total - B 17.04

Add M .S .! @ 13% of Total -B 2,22

Total 19.26

6. Folding Angle structure for
raw cotton platform 16 1100 0.18

7. Sheet metal guarding 16 700 011

8. Transportation, Loading,unloading - 0 60
& packaging

9. Electrical panels, starters etc. 1.03

10. Contingencies @7.25% 1.54

Grand Total 22,72



CIVIL WORK COST FOR ALTERATION IN EXISTING GIN HOUSE

Annexure-5

S.No. Description Quantity Rate Per Amount Rs.

1. P.C.C. 1:4:8 8.00 1280.00 Cum 10240.00
2. 0.23 m thk brick masonry 10.00 1350.00 Cum 13500.00

3. Plaster Work 40.00 110.00 Sqm 4400.00

4. 0.23 m thk soling 2.00 240.00 Cum 480.00

5. Floor Finishing 75.00 180.00 Sqm 13500.00

(Rough Shahabad) -

6. Brick masonry steps 33.00 350.00 Rm 11550.00

7. T.W. Partitions 75.00 530.00 Sqm 39750.00

8. Wooden platform 127.00 260.00 Sqm 33020.00

(Only labour)

9. Structural steel work 2.40 30000.00 M.T. 72000.00

10. White wash 1200.00 10.00 Sqm 36000.00

11. Cement Paint 1200.00 30.00 Sqm 36000.00

12. Dismantalling & allied work LS. 10000.00

SUMMARY

Cost of renovation work

Add 10% contingencies

Rs.

Say Rs. 2.82 lakhs

256440.00

Rs. 2,56,440.00

Rs. 25,644.00

2,82,084.00

(Ar.Vidya Summanwar) 

(CA/96/20073)



PRE-OPERATIVE EXPENSES

Annexure- 6

S.No. Particulars Amount

1. Establishment Expenses 
(including insurance, travelling etc.)

0.50

2. Start up Expenses 0.30
3. Training Expenses 0.20
4. Contingency expenses 0.71
5. Interest during construction period 2.27

Total 3.98

LABOUR COST PER SHIFT

Annexure- 7

S.No. Particular No. of labour Rate, Rs/day A m i Rs.

1. Raw cotton carrier to gin 11 80.2 882.20
2. Sits on Machine for feeding raw

cotton to autofeeder 6 80.2 481.20
3, Cotton seed remover 5 80.2 401.00
4. Lint lifter from gin and filling in

jute gunnies 6 80.2 481.20
5. Sweeper and general attendant 2 _80.2 160.40

Total 30 ' 2406.00

N.B, Rs. 65/- per day plus 23.4 per cent benefits.

Annexure - 8

TECHNICAL STAFF REQUIREMENTS & COST

S.No. Particulars No. 
per shift

No. 
per day

Salary 
per month

No.of
months

Am t Rs.

1. Fitter 1 2 2800 5 28000
2. Oilmen 3 6 2200 5 66000
3. Roll cutter 2 4 2000 5 40000

Total 6 12 134000

Plus 31.3% benefits 41942

Grand Total 175942



Annexure-9

MANAGERIAL STAFF

S.No.ParticuaIrs No. Salary Month Am tRs.

1. Gin Manager 1 3500/- pm. 12 42000
2. Accountant cum clerk 1 3000/- pm. 12 36000
3. Watchmen 2 2000/- pm. 12 48000

Total 4 126000

Plus 23.3% benefits 29358

Grand Total 155358

Annexure-10

DEPRECIATION OF FIXED ASSETS (WDV Method)

Civil work Plant & Machinery

Cost Rs. 5.62 lakhs Rs. 22.72 lakhs

Rate of Depreciation 10% 25%

Year Depreication Depreciation Total Dep.

1 0.56 5.68 6.24
2 0.51 4.26 4.77
3 0.46 3.20 3.66
4 0.41 2.40 2.81
5 0.37 1.80 2.17
6 0.33 1.35 1.68
7 0.30 1.01 1.31
8 0.27 0.76 1.03
9 0.24 0.57 0.81
10- 0.22 0.42 0.64



Annexurf

PROJECTED PROFITABILITY AND CASK FLBW OF GINNING UNIT

SL. DETAILS RATE YRO YR1 YR 2 YR3 YR 4 YR 5 YR6 YR7 YR8 YR9 YR1C

A. PROJECT COST
V

1 . CIVIL WORKS -5.62
2 . PLANTS MACHINERY -22.72
3. WORKING CAPITAL MARGIN -1.77
4. PRE-OPERATIVE EXPENSES -3.98

■34.09
B. SALES REVENUE 1

270 270 270 270SHIFT (NO.) 180 190 210 225 245 270

*) LINT PROD. Q./SHIFT 72.00 12960 13680 15120 16200 17640 19440 19440 19440 19440 1944(

COMMISSION RATE (RS/Q) 165 165 165 165 165 165 165 165 165 165

SALES REVENUE
32.08 32.0821.38 22.57 24.95 26.73 29.11 32.08 32.08 32.08

C. COST OF PRODUCTION & SALES
5.43 5.43 5.43POWER @RS./SH1FT 2012.00 3.62 3.82 4.23 4.53 4.93 5.43 5.43

LABOUR & WAGES (RS./SHIFT) 3058.00 5.50 5.81 6.42 6.88 7.49 8.26 8.26 8.26 8.26 8.26

LUBRICANT (RS./SHIFT) 
SPARES

275.00
748.00

0.50
1.35

0.52
1.42

0.58
1.57

0.62
1.68

0.67
1.83

0.74
2.02

0.74
2.02

0.74
2.02

0.74
2.02

0.74
2.02

MAINT & REPAIRS 0.36 0.36 0.36 0.36 0.36 0.36 0.36 0.36 0.36 0.36

ADMN.& MANGMTEXR 2.05 2.05 2.05 2.05 2.05 2.05 2.05 2.05 2.05 2.05

OPPURTUNITYCOST 0.80 0.80 0.80 0.80 0.80 0.80 0.80 0.80 0.80 0.80

INTONW.C.'LOAN 1.27 1.27 1.27 1.27 1.27 1.27 1.27 1.27 1.27 1.27

TOTAL COST OF PRODUCTION 15.45 16.06 17.28 18.19 19.41 20.94 20.94 20.94 20.94 20.9^

D. PROFIT BEFORE DEPRECIATION,
11.14
1.31

11.14
1.03

11.14
0.81

11.14
0.64E.

INTEREST AND TAX (PBDIT) 
DEPRECIATION

5.93
6.24

6.51
4.77

7.67
3.66

8.54
2,81

9.69
2.17

11.14
1.68

F. PROFIT BEFORE INTEREST AND TAX(PBIT) -0.31 1.74 ' 4.01 5.73 7.52 9.46 9.83 10.11 10.33
0.91

10.5C
0.45G. INTEREST ON LONG-TERM LOANS 4.49 4.14 3.68 3.21 2.75 2.29 1.83 1.37

H.
I.

PROFIT BEFORE TAX (PBT) 
INCOME-TAX RATE (IN %)

-4.80
35.00

-2.40
35.00

0.33
35.00

2.51
35.00

4.77
35.00

7.17
35.00

8.00
35.00

8.74
35.00

9.42
35.00

10.0J
35.0C

J. INCOME-TAX 0.00 0.00 0.12 0.88 1.67 2.51 2.80 3.06 3.30 3.52

K.
L.

PROFITAFTERTAX(PAT) 
NET CASH FLOW

4.80
6.73

-2.40
7.31

0.22
8.35

1.63
8.46

3.10
8.82

4.66
9.43

5.20
9.14

5.68
8.88

6.12
8.64

6.53
8.42

M. PRESENT VALUE (PV) 5.63 5.11 4.88 4.13 3.60 3.22 2.61 2.12 1.72 1.40

N. i)JE.TpBRESENT VALUE (NPV) -34.09 0.33



DETAILS

WORKING CAPITAL REQUIREMENT 
SALES CREDIT FOR ONE MONTH 
LUBRICANT INVENTORY 
STORE INVENTORY 
CASH BALANCE 
TOTAL CURRENT ASSETS 
WORKING CAPITAL MARGIN @20%
OF MAXIMUM CURRENT ASSETS 
WORKING CAPITAL LOAN REQUIRED 
INTEREST RATE ON WORKING 
CAPITALL0AN(1N%)
INTEREST ON WORKING CAPITAL LOAN 
LONG-TERM LOAN REPAYMENT & 
INTEREST SCHEDULE 
LOAN AT THE BEGINNING OF YEAR 
INTEREST RATE (IN %)
INTEREST PAYABLE 
REPAYMENT OF PRINCIPAL

COST OF CAPITAL;
EQUITY
NET CASH FLOW
LESS INTEREST AND REPAYMENT
OF PRINCIPAL
NET CASH SURPLUS
DIVIDEND @ AQ% OF CASH SURPLUS
DIVIDEND AS A FRACTION OF
EQUITY
PERCENTAGE DIVIDEND 
DEBT
INTEREST ON DEBT (%)
WEIGHTED COST OF CAPITAL 
WEIGHTED AVERAGE COST 
OF CAPITAL(%)
WEIGHTED AVERAGE COST 
OF CAPITAL 
DISCOUNTING FACTOR

RATE

18.00

16.00

2.35

6.00

16.00

YRO YR1 YR2 YR3 YR4 YR5 YR6 ! YR 7 YR8 YR9 YR10

7.,3 7.13 7,13 7.13 7.13
f

7,13 7,13 7.13 7,13 7.13

0.12 0.12 0,12 0.12 0.12 0,12 1 0.12 0.12 0,12 0.12

1.00 1.00 1,00 1.00 1.00 1.00 ! 1.00 1.00 1,00 1.00

0.60 0.60 0,60 0.60 0.60 0,60 0.60 0.60 0,60 0.60

8.85 8.85 8.85 8.85 8.85 8.85 ' 8.85 8.85 8.85 8.85

1.77 1.77 1.77 1.77 1.77 1.77 ' 1.77 1.77 1.77 1.77

7.08 7.08 7,08 7.08 7.08 7,08 i 7.08 7.08 7.08 7.08

18,00 18.00 18.00 18.00 18.00 18,00 I 18.00 18.00 18.00 18.00
1.27 1.27 1.27 1.27 1.27 1.27 ,

!
1.27 1.27 1.27 1.27

28.09 25.85 22.97 20.09 17.21 14.33 11.45 8.57 5.69 2.81
16.00 16.00 16.00 16.00 16.00 16,00 16.00 16.00 16.00 16.00
4.49 4.14 3.68 3.21 2.75 2,29 ' 1,83 1.37 0.91 0.45
2.24 2.88 2.88 2.88 2.88 2.88 ' 2.88 2.88 2.88 2.81

6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00
6.73 7.31 8.35 8.46 8.82 9.43 9,14 8.88 8.64 8.42

6.73 7.02 6.56 6.09 5.63 5,17 4,71 4.25 3.79 3.26
0.00 0.29 1.80 2.36 3.19 4.26 4.43 4.63 4.85 5.16
0.00 0.12 0,72 0.95 1.28 1.70 1.77 1.85 1.94 2.07

0.00 1.97 11.98 15.75 21.27 28,39 29.53 30.87 32.35 34.42
0.00 1.97 11.98 15.75 21.27 28.39' 29.53 30.87 32.35 34.42

28.09 25.85 22,97 20,09 17.21 14,33 11.45 8.57 5.69 0.00
16.00 16.00 16,00 16.00 16.00 16,00 16.00 16.00 16.00 16.00
13.18 13,36 15,17 15.94 17.36 19,66 20.65 22.12 24.39 34.42

19.63

0.20
0.836 0.699 0,584 0.488 0.408 0.341 0.285 0 ,2 3 ^ _ 0 .J 9 9 * ^  0.167
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EXECUTIVE SUMMARY

Title of the Project : Establishment of Dairy at Bagalakot.

. The t o t a l  c a p i t a J  i n v ( ? 3  tm cn  t  I'o r<<i>« 21 . ''IML , o u t  n t  i \ i h ;< .h I . 1 !5jI''I1 _
I n i '  D a i r y  a n d  K!:> „ 6.. 4I1L w j  ] I h t '  L u n  ( ' r  q<,u i a r > a l  j  r>n o  •( c o-
( 3 p o r a t i v e < 5  a t  v i l i a g o . l l i e  i n v c - 3  tm t j n  t  r e ( i L i i r p d  f o r -  o r g a n  i  o n  t  i o n  o-{
( )Cy a n d  o t h e r  ac. L i v i  1 1 i s> f u r i d f ' d  b y  h r y v t  o f  I n d i d  i.n t h e '  f u ' c . t  
1-i v e  y e a r s  a n d  Lht;  u n i o n  w i l l  ! o n  L i i m e  thiL-' a c t i v e  t i n ' .  f r o m  t h e
5.>Li rp ]no f u n d s  m ub i l3 E > e c l  i n  i h t ^  i j io j it j i . t  „

F a r m e r  m em ber -s  an<J U n i o n  c o n  t r  j  b u  h  Ml_ t u  Ih t?  p r o i i ? c L
LO?>t a s  e q u i t y  c>han?„

-'I „ I hw p r o j o r  I i <> c i i m i n y  t o  ( j t ' ru- ' r  a1 t> ( 'm p Io ym r - 'n  I
op i -T or  t u n i  t i e s  f o r  t l i e  U I P  d i ^ ^ p l a c ^ d  f a m i J i e ^ ^  m  '-pi-M. i. n  r  a n d
l u i ' a L  p o o r  t o  p i " f j v e n t  m i y r a L i o n  Lt '  mi b a n

' J i . P r o j e c t  e n a b l e s  t h e  U n i o n  t o  n ^ w  p o t e n t i a l  a r e a =  a n d
i h f j r e b y  a t t a i n  v i a b i l i t y .

J U S T I F I C A T I O N  FOR THE PROJECT

3 n i h e  p r e s e n t  p r o c e s s i n g  - f a c t ]  t t v  s ' t  b a y a i u l - o t  j nr  f ' f ' u ' i  pel t o  
< - ; h i f t  t o  a  nfcw l o c a t i o n  a n d  l i a s  i r j i j u i J t  con' -^ t r a  i  n f o r  f L i t t u ' o
f ' ; ;  p a n  S I  o n  .

, 1 hr-:; p r o j e c t  f ' n v  i < laqe 'd  t o  c n v f ' r  a d d i l i o n  I U I j v i M a ( j ( ' <  ( ,'o',_'0()
f a m a l i e s  ) t n  t a l u l - ^ ;  t l i e  d i s i - f  \< L,

' '■ „ lh t>  p r o j e c t  lovhi '*-- J r r->i)ab i 1 i L d ! inn  L t ' r t l r c ' s  l )f ' nt ' { i t  i nc) I ’ J.''.'' 
f a m i l i e s  u n d e r  U f ^ p e r  ^ ^ - l i h l l a  i=’ r - o j o ( . t ,  a m u j f . u  i i r i g T i . L ' m  p f - j . u e c t .



<1 r i i f  t o t a l  m t n i m u m  L ncom e q u i  t t - ' ra  I f->(J b y  l - r i j j ' - ' i  L cl i <:>|) 1
f r . i m a l i e ' =  a n d  o L l i e r  -famj. l i e s  i '-J app i - ' . i ) ; j .n ia  Lh  I y  1-;-̂  . ■<|()I1L .

Iht. '  s t r a t e i y a c  I a ( . a l i u i i  p i ' ( jp os . f>d  <oi  l h e  mlm'J c i n i i ' y  lm Lht>
p r o j e c t  e n a b l e  t h e  U n i o n  ho -save l<s n 0 .  ,".‘ML u n  t r - ^ n  I ' p o r  t<.’ t  »on c o s t
e ^ v e r v  y e a r  a n d  t n e  pr r . iuoEt?d d a i r y  m e  the-' opp. ' r d L - m q
e f f L c i s n c y  o- f h l ie  p l a n t ,  r e s u l t i n g  r e d i i c t i f j n  i n  e n e r g y ,  f a t  a n d
S>MF l o s s e s ,  w h i c h )  acld<5 t o  t l i f -  f i r  o  f  1 1 a u i  I i I y  o f  iJu.- U n J o n , ,

PR O JEC T  A P P R A I S A L

J » M ie  NF'V I S  Ha . J j »^ I ' lL a t  a d i i c o n r t L  r a t e  o f  1^1’ ', c ind .i <?
of-  t l i e  p r o p o s e d  p r o j e c t .  T h e  ' - - e n s i t i v i t y  ( r i n a ] y i : i «  i n d  i c a  Lo i ;  t h e  
p r o j e c t  v . i a b i L i t v  u n d e r  p e s s a n u s t i c  i  r e n a  r i o  o f  S"™ do (  i - e a s f '  i n  
r e t a i l  m i l ^  s a l e - s  a n d  57, d e c r e a s e  i r i  i s r o c u r e m e n t  ( l u a n l i t v , ,

1'., I h p  p r o p o s e > d  p r o j e c t  h a s  r e a c o n a h J e  o p e i n l - i r u j  l o v t M  ,icjf^ l l i i ' O L i y l t  
o u  t  t h e  p r o j  e c  L 1 1  -f e .

■ ' . „ l h e  p r o p o s s e d  p r o j e c i  p r o v . i r l e t >  d i r e t  t  J o y m e n  1 Lo / l b f . ) < )
f  ama I le'-s .
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1 . 0  I N T R O D U C T IO N

1 . 1  D A I R Y  DEVELOPMENT S C E N A R IO  I N  I N D I A

CHAPTER - I

A q r x ( - U i  h u r e  f o r m s  h l i n  b a d  l ion td  (j f [ i w J i a n  (e c o n o m y  a n d  /BY.  o f  
p o p u  J a  L i  ODS J i v t - ' l y  l i o u d  j o  <.u.jr a (. n  J L u r e . ' I ) < \ i r y i i u j  jm lu\<>
b(.M.'n <'MT i n L e q r a l  p a r i :  o f  r  i c n  I hi i r  a  I < 5 i i i c o  I" u no  xn nuDinor l <.\ L . I h o
( . l£ \ j . ry  i n d u s t r y  i s  t lm '  r a i b i n g  & u n  t '+  I n d i e x  Lt uJ Lurr?  s o o t i o n
iD te h ind  t h i s  h u g t ;  u u a n t i t y  u  t- l i q u i d  w h i t e  ( g o l d  L h e r o  a r e  7 0 0  I'll.
mort-> f a m i l y  a L tc-'rul t n r j  D7 ML c o w u  a n d  I'.V ML Iju  { f  a1 h o l d i n y  t h e
n u m l i e r  o n e  p O ' 3 i t i o n «  i v X  o f  WorJd' .= t o t a ]  l i v e i s h o c l -  p o p u l a t i o n  
cuid  b l 7 .  o f  A & i a n  b o v i n e  p o p u l a t a o r t  o f  0  .”■0 I ' l l  » T h o  ( m i l -  e o o n o m y  
q ( ? n e r a t e s  a r o u n d  l ’: s . 5 8  b a i l i o n  a n n u a l l y  a n d  i s  I j I o I v  t o  t o u c h

0 0  b i l l a o n  b y  t h e  L u r n  o f  c e n  t u r  y  . P i c c o r d i n c j  t o  j 9 9 0  c e n s u s  
807,  o f  t h e  I n d i a n  p o p u l a t i o n  o f  o v e r  8 0 0  IML p e o p l e  a r e  l i v i n g  i n  
v. i  L L a y e s  u n d e r  c . o n d i t l o n i : -  o f  g r c - a t  p o v e ^ r i y .  L a r g e  c h u n i  f a r m e r s
v\ilio a r e  r e a r i n g  a n i m a l s  a n d  p r o d u c i n g  m i  11- a r e  d e p e n d e n t  o n
t " r ' ] ] . i n g  t h e i r  m i l l -  t o  ( m i d d l e  mfirt w h o  p a y s  l o w e t . t  p o s n i b U . '  p r i c e  
a n d  s a l e  i t  i n  ’ L o w n s / c i  tl^3'.^ a t  i n f l a t e d  p r i c e  t o  t i u i  c o n 3 u m e r s
i i a v m g  p o o r  q u a J a t y ,  t h u s  i r H l a t e d  t h e u  r  p r o f i t  t h r o u ( ) h  o f t e r >
v e r y  u n h y g i e n i c  p r a c t i c e s .

O i o w t h  a n t i  d e v o  1 opm e i t  t  o f  m i l l -  p i ' ( )duc .o r  <-> c ( ) « ( j f j p i ' I  i  vc-”  > i n  I- l u ' d a
d i s t r i c t  G u j a r a t l i  s t a t e  p o p i j l a r J y  k n o w n  a s  ANANL) MLLI- UN [UN
L I M L ' I L I )  (AMIJI ) h<.x(l g i v e n  m o m e n t u m  b y  ( -Jovf ' i ' r imt 'n  i  o f  I r u J j o  t o  
( ^ < " . l a b 1 i s h  NDDf-i ( N a t i o n < - ^ l  D a i r y  D e v e l o p m e n t  E U i a r d )  u n d e r  t h e
C h a i r m a n s h i p  o-{ D r .  V J i i r i a n  t o  r e p l  i i_a Le I h e  AMLJL P a t t e r n  DCS
t h r o u g h o u t  t h e  I n d i a ,  f h e  p r i n c i p l e s  o ' f  c o . o p e r a  t  t o n  s u c h  a s  
o p e n / v d ] u n  t a r y  m e m b e r s h i p ,  d e m c j c . r a L i c  n i c tnagem en  t , c o . o p e r a t i v e  
e d u c a t i o n ,  d i s t r i b u t i o n  o f  s u r p l u s  a m o n g s t  t h e  m e m L ie rs  i n
p r o p o r  L i o n  t o  t h e i r  b u s i n e & s  a r e  s L r j t c t l y  e-.Ttsured i n  t he^ m a l l  
u o , o p e i ~ a t i v e s „  A b o u t  6t57„ o f  m i l l  p f  o d i . i c e d  i n  L i p e r a L i o n  l - l o o d  
( UF ) a r e a s  a s  t r a d o d  a n d  7. )̂7. r  c ' t  aa n e d  f  o r  1 l o i i s e h o  J d r o r > s u /n p  ta  o n  „

1 h e  D a i r y  E-ioarfJ d e s i g n e d  a  m a s s i v e  p r o g r a m m e  a n d  c o i n e d  a s  Gf- a n d  
OK I S  p e r h a p ) ? '  t h e  w o r l d  La rged:  t  r j a i r y  d e v e l o p m e n t  p r o g i " a m m e  a 
t e r m s  o f  i t s  s c o p e ,  c o v e r a g e  a n d  l o n g e v i t y .  OF haiH i n v e s t e d  
I <B «2 o , OOOfiL i n  c . r e a  La n y  £ind s  t r  e n q t h e n i n g  t h e  bcU>a c. 
i n f r a s t r u e  L u r e  f o r  d a i r y  d e v e l o p m e n t ,  c o o p e r a t i v e  d a i r i e s  n o w
h a i i c i l e  c i b o u t  127, o f  t h e  t o t a l  l a q u i d  m i l l -  m a r l e t i r K )  i n  I r t d i a ,  
t h r o u g h  a s s u r e d  r e m u i ' i e r a  t i  v e  p r i c e  a n d  m a r k e t i n g  ' . l u p p o i  t .  The
ANAND p a t t e r n  a s  t h e  Ljci&ifo o f  L h e  w h i l e - '  I ' e v o l u l a o n  a s  a c c  I a i i i i e d  
a s  a s i g n i f i c a n t  p h e n o m e n o n  o f  o u r  t i m e s .

l n d i . a  h a s  e s t a b J J s h e d  h e r s e J - f  c\s t h e  s e c o n d  l a r ( ] e t t  p i o d u c e r s  o f  
m i l l -  i n  t h e  w o r l d ,  t h e  p e r  c a p i  t a  a v a  1 1 a b i  1 i  t v  l i a s  i n c r e a s e d  f r o m  
10 7  g r ^ i m s  ( 1 9 7 0 )  Lo 197J y r a m s '  a n  j V9il.. d e s p i  t e  a  g r o w t h  i n  
p o p u l a t i o n  O ' /e f  2"!  p e r  a n n u i u .  I n d i a  i s  l i l - e l y  t o  e m e r g e  r:is t h e  
w o r l d  l a r g e s t  m i l l  p r o d u c i r i g  c o u n t r y  b y  t h e  yo cn r  l '^.9t) o r  s o  
( b u p t a  1 9 9 /  a n d  o t h e r s ;  W i t h  g r o w t h  ra tc .^  o f  L5”/„ p r o d u c t i o n  ] i l  e l v  
Co t o u c h  7&) MT i n  a  y e a r "  cauJ w o u l d  b e  a r o u n d  Bd' rt I i n  v t ^ a r  I ' O u o ,



l i i p  U r o s s  domy&to.c: l - ' r o d n c t  ( b U P )  c o n t r j  L u t a . 0 1 1  . i s  b v  Lhe? itu 1 I ,
Lhi i-> h o w e v e r  d o e s n ' t  i n c l u d e  d r a t i y l i l :  p o w f n - , L n t . i d e n  L a i  Ly . in  1 7 9 7 -  
VO Ji t h e  f j r?->L y e a r  o f  9 t h  < 1 v e  y f ^ a r  p1c \n  a n d  p L a n n c - ' r n  h a v f '
i - i i d i c a t e d  t l i a t  p r ( o r i . t y  w i l l  h(^ a c c u i - d c d  1(3 t h e  a r i r  1 c u l  1 u r fe  
s r ' c L o r -  T h e  p ] a n  dQc.umr-'nt  e n v j  <3acje£' ~/X y r o w L h  r a l e - '  a n d  L h e  s-^hiare 
o f  a g r i c u ]  t u r e  s e c t o r  i s  j - t s e l t  c o m e 's  ho 47. .

An j f o p o r t a n t  f e a t u r e  0 + I n d j a  d a i r y  a n d u t - f t r y  .1 l h e  pi e d u m . L n a n c p  
o f  <5(na 1 1 s c a l e  m i l l -  p r o d u c e r s  o w i n ( j  o n e  o r  Lwo m i l t  a n i m a l * - -  
e a c - h „ / 0 " /  o-f m i l c i t  a n i m a l s  a r e  owne.'d b y  m a r r j i n a l  cu id B fn a J ]  f a r m e r s ^  
( w i t l i  l a n d  l i o l d i n g s  o f  t w o  h e c t o r  or -  l e s s )  cuid l a n d l e s s  
h D U ' i > e h o l d . T h e y  c o n s t j i t u u e s  a b o u t  h l X  o f  l o l 5 \ J  m i ]  I p r o d L i t i n c j  
h o u s e h o l d  a n d  c o n t r i b u t e  a b o u t  o f  t o t a l  m i l l -  p r o d u c e d  i n  t h e
c o u n  t i - y »A b o u t  o-t t h e s e  w e a l  e r  s e c t j o n  h a v e  j o i n e d  u<:' i n e m b e r  C'.
A n o t h e r  c h a r a c  t e r i s t  i c  f e a t u r e s  o f  I n d i a ' s  d a i r y i n g  . i s  t h a t  m i l l  
p ro ' . i u r .  t i o n  a n d  c r o p  p r o d u c  l i o n  o n  mo<-5i o f  t ! i e  f L i rm e rs . ,  a r e  
c o m p l i m e n  t a r ' y  o n  t c ' r p i - " i < j e  .

1 . 2  P R O F I L E  OF THE B I J A P U R  D I S T R I C T  (AN N EX U R E -  1 )

P i j a p u r  M i l l -  u n i o n  c o n s i s t  o f  a  r e v e n u e  d i s t r i c t  o f  i J i j a u u r -  w h i c h  
l i .  t h e  N o r  L h e r h  mo<bt b o r d e r  d i s t r i c t  o f  I a r n a l c \ l a „  " l h e  d i s l r i c l  
I S  s u r r o u n d e d  b y  E- ie lgaum ( W e s t ) ,  O h a r -w a d  ( S i s u t l i ; ,  R a i c h u r  t b o u t h  
t l a s l )  a n d  G u ] ! 3 a r y £ \  ( E a s t )  d i s t r i c t s  o f  l - a r n a t a l a  e\nd L h o l a p u r  
d i s t r i c t  ( N o r t h  & N o r t h  E a s t )  o f  M a i i a r a s t r a  a n d  l i e s  b e t w e e n  7 5 -  
3 9 '  c\nd 3 7 - 2 9 '  N o r i  h l a t i t u d e  a n d  b e t w e e n  7 b - 1 9 '  a n d  76--J .L ' '  E a s t  
l a t i t u d e .  I t  i s  p l a c e d  a t  a n  f ^ i t i t u d t ?  o f  J 9150'  a b o v e  MSI . .  T h e r e  
..-irc 1̂ s u b  d ( V I ' i - i o n s , 13 t a l u l < - ' „  M i u t d a l  f ' a n c h a y a t s  a n d
V I  I I a o e s  s jD r 'e a d  o v e r  <"v t(^r 1 Ji Lot y  o f   ̂ /  i 3 ( | . l  m. ( I . / I  l i l l a . )
w h i < J t  JB t h e  d i s l r j c l  i n  thc> i i l a t e , ,  o t  t h i s  I . U t i  M H a . i s
a v a i l a b l e  f o r  c u l t i v a t i o n .

A c c o r d i n g  t o  L v 9 0  c e n s u s ^  p o p u l a t i o n  
a n d  1.'. 4ML L 19U1 c e n s u s  J i n d i c a l i n y  
o v e r  t h e  l a s t  d e c a d e  a n d  i l  r a n i s  i i f t h  
l - ' o p u l a t i o n  i n  Lhe  S t a t e ,  A b o u t  7 6 . 5 7 .  
p o p t U a t i o n  I S  r u r a l  a s  a g a i n s t  ST- la te  a v c ^ r a g e  
f(Di 1 8 . 8 7 .  t o t a l  p o p u l a t i o n .

o f  L h e  d i s l r i c t  w a s  2 . 9  ML 
g r o w t h  r a t e  o f  J7. p e r  a n n u m  

i n  t e r m s  o f  t o t a l  
o f  t h e  d i s t r i c t ' s  
o f  69% S-'C/ST a c c o u n t

1 . 2 . 1 .  C L I M A T E

! h e  c l i m a t e  o f  t h e  d i s L r i c L  i s  s u b - - t r o p a  c a l  a n d  s e m i - a r j d  t y p c ^  
w i t h  s e v e r e  s u m m e r  a n d  m o d e r a t e  w i n t e r - .  T l i e  a v e r a g e  r - a i n f a l l  o f  
L h e  d i s L r i c L  j s  b / l  mm. b e i n g  t h e  l o w e s t  . in  t i i e  s l a t e , .  l h e  
r a i n f a l l  i s  h i q l i l y  e r r a t i c  a n d  r e n d e r i n g  m o s t  p a r t s  ( i f  t h e  
d i < - ( n e t  p r o n e  Lo d r o u g h t  < . | u i t e  I r e g u e n t l y .  F i v e  r j v e r s  ( I  r j s h n a ,  
D o n i ,  G h a t a  P r a b l i a ,  E<li ima •?/ M a l a p i a b h a )  f u.)w t h r r j u g h  t h e  d i s t r i c L  
a n d  t h e  t o t a l  ] e n g l h  o f  f l o w  i s  ‘̂ 7(I)l 'Li I c j s  (7 68 1  h i s . ) , ,  l h e  s u r f a c c ^ t l  
r - o a d  l e n g t h  i s  D 3 2 ' ^ l m ' ; .



1 . 2 . 2 .  A G R O - C L I M A T I C  AND ZONAL P L A N N I N G

I I kt; s o i l s >  i n  t h e  d i s  t r  a c. L a\rfc' % h a l J u w  t o  b l a c i -  , f t n J  f i n e
c l a y  l o a m  a n d  r e d  <5<.^ndy l o a m .  T l i e  F ' l a n n i . n q  C o m m i s - 3 i o n  h a o
1 tJb'n t i - f  l e d  - f o u r  c ig r  o - c  J i m a  L i e  r p q i o n s i  f o f  f o r m u  1 a t  i ncj ' a n d  
i m p l e m e n L i n y  t h e  n e e d  b a ' ^ e d , l o c a l  s p e c i f i c  a n d  p i- 'ac  t  ic< r t l  l y  
f e a s i b l e  d e v e l o p m e n t  p r u c j r a u i s .  r hG?y arp.^, ( i. ) j r r i q n L e d  r e q i o n
w L Lh  d e e p  b l a c i  s o i l  c o v e r i n q  E i i i a g i ,  J a m I  h a n t J i ,  I ' l u d l u ' l  t a L u k i 5
( 1 1 . )  r a i n  - {ed r e - y i o n  wa i h  d p r ' p  b ] a c l -  i. ] w i L I i  I t i a q a l l - o L ,
U . I i a y e w a d i ,  l - l u n q u n d  a n d  M i i d d e b  i h a  1 t a l i d ' ^ ,  ( i i i  ) r a i . n  tc 'd  r e < i i o n  
w i l h  r . h a l l o w  Lo medjLum h J a ( l  > , ( ) i l  c o v e t  i n ( )  I - i i i a p u r ,  h u l l ,  C>3nt l . \ () i
<\nd ( i v )  r e q i - o n  w i t h  re td  f. .oi  I c o v c .m i i i q  \ i«\(Ja(in I <\I n l  .

1 . 2 . 3 .  A G R I C U L T U R A L  SECTOR

I n u t r i c t  i &  p r e d o m i n a n t l y  a y i ' i c u ]  l u r  e  i n  n a l i u ' e  w i t h  6L7« o i  i o L a l  
a e o y r a p h i c a l  a r e a  u n d e r  c u l t i v a t i o n  a n d  p f ' o v i d i n q  w or l -  
o p p o r t u n i t i e s  t o  i i b o u t  75'/. o f  t h e  w o r l - i n g  p o p u l a L j i o n „  T h e
d i s t r i c t  i s  o n e  o f  t h e  c e n t r a l l y  d e c l a r e d  b a d  vjah d d i s t i ' i c t .  The 
d J . & t r i c t  i n c o m e  a t  c u r r e n t  pi ico'_> f o r  wa<3 K o  I '.OOUI'IL a n d
th(:? p e r  c a p i t a  i n c o f f i e  a t  c u r r e n t  p r i c e s  w a s  ■ ' l ^ H 4 / - a s  a g a i n s t
t h e  s t a t e  a v e r a g e  o f  R& b o V B / -

u f  t h e  t o t a l  g e o y r a p h t c a l  a f  e r i  o f  l , / l l ' l l l a ,  l .U'>l  N i l a .  a r c
a v a a l a b l e  f o r  c u l t i v a t i o n .  T i t e  n e l  <-owrt  a \ r e a  i n  f a r m a i K j  iS '  7 ‘J . .5 7 , ,  
v- jhi  l e  a r e a  u n d e r  f o r e s t  a c c o u n  t s  ^ o r  4 . 8 5 " / .  o f  t h e  t o t a l  a r " t ^ a .  T i i e  
n e t  i r r a q a t e d  a r e a  w h i c h  w aa  c t b r ' u l  o t  I h o  r i f ' l  c r o p i x ' d  a i  e a
d u i  Lng  1 9 0 8 - 8 9  i n c r e a s e d  t o  .I'". . 4 5 7 .  ( i u r i n q  19</4 V ! ) .

1 . 2 . 4 .  LA N D  H O L D IN G

I h e  l a n d  t - i o l d i n q  p a t t e r n  u i  Lhc'  d i L i i c  L jndacaLe<- .>  t h e  s m a l l  a n d  
mai  c j i n a l  f a r m e r s  a c c o u n t  f o r  .''.87. o f  t o t a l  l a n d  h o l d L n v j s  a r e  a b o v e
4 l - la,  a c c o u n t  - l o r  6 1 . o f  l a r u l ,

1 . 2 . 5 .  C R O P P IN G  PAT FERN:

I h e  c r o p p i n g  p a l  t o r n  i n  t h e  d i s t r a c t  r e v e - ' a l c  L h a l  f o o d  c r o p s  I l ^  e  
J o w a r ,  m a i ; : e ,  b a j r a ,  w h c ' a t ,  g r a m ,  t u r d a ] ,  c o m m e r c i a l  i ; r o | J s  l i t e  
b u g  a r c  o n e .  C o t t o n ,  B u r i f J o w e r ,  U r o u n d n u t ,  b a f  f l o w e r  a n d  
h o r t i c u l t u r e  c r o p s  l i l e  G r a p e s ,  l-’o m e q r a n a  t e , b u a v a .  o a p o t a ,  ; 
b a n a r i a .  C i t r u s ,  L i m e ,  P ia ngo  a r e  g r o w n .  f ^ i e c e n t  t r o n d  s h o w s  t f i a t i  
t h e r e  i s  l o w  s h i f t  t o w a r d s  f r u i t  c r o p s  l i l - e  l - o m e q r a n a t e  a n d  V  
g r a p e s .

1 . 2 . 6 .  A N I M A L  HUSBANDRV:

A r n m c U  h u s b a n d r y  a o tlu.* n o c o n d  I t ^ r r j o i .  t  a i l a c ' d  a c L a v a l y  an  
d i ' - , t r i c L  c o n t r i b u t i n g  n e a r l y  117. o f  t l i e  ( J i s t r a c l  -> t c j L a l  i n c o m e ,  
b r i i r y  a c t i v a  t i e s  a r e  b e i n g  u n d e r  t r \ l - e n  a s  <>i ihsa (.11 a i  v  o t  c u p a t i o n  
a n d  i n  t e r m s  o f  i m p o r t a n c e  a r e  n e x t  t o  a g r i c u l t u r e .  M a j o r  p a r ' t
C'f  t h e  b e n e f a c i a r  l e s  a r e  sme\ ] ] a n t i  m a r g i r i a J  f u r " m o r s  a n d
a ( ] r i c u l  t u r a l  l a b o u r e r ' s .  T r ’ a d  i  t  a o n a  1 1 y  D a i r y  I n d u s t r y  i s  w e l l  
d e v e l o p e d  i n  t h e  r i v e r  vex L L e y  r e q a o r i E i ,  H u f - f a J o  h a s  b e e n  U i e  m a m
s o u r c e  o f  i n i l l  . '1 h e  r u r a  I m i l c h  c a t t l e  p o p u l a t i o n  a'.:> per-  3 9  ?0



cf£’ir5Lt<^ c a t t l e  w a < 3 ' l , 0 2  ML o  t- w h i c h  c o w  p o p u l a t L o n  u a s  0 . 5 3 M I .  a n d  
D u - f f a L o e  p o p u ] a t j L o n  w a s  r  D t p e c  1 1  v e  1 y  . T h e  a v e r c i g e j  tJp ' r is j  hy
o f  i n i U  p r o d u c t i o n  w a s  e s t i m a  t(-?d a -  10  Ton n Bq I- rn. , w i t h  poc le t<=>
o f  v r r  y  h x g h  c t ' n c e n  t r a  L i on „

1 . 2 . 7 . GRAZING FACILITIES:

n h o u L  LKO'ZA Mi la., oT  l a n d  i a v a i  l a h J o  f o r  y i  a * : i n c |  w l i . i ( . h  j o  j u ^ ' i  
< 5 u f f i c j L e n t  f o r  4  m o n t h s  o f  u r a ^ i n g  ,-i t  t h e  f a t o  4 - b  h o L i r < 5 / r i a y .
I hit-.' c | L U \ i i t y  a n d  c | i . i a r i L j L y  o f  rj r  a&><: (.':•> a v a i  L c i b l t '  jls v o r y  p o o r  a n d  
l u ; i i c e  c a n n o t  s u s t a i n  t h e  r e q u i  r o m y n  t  „

1 . 2 . 8 . ANIMAL HEALTH:

I he-' l"i0 a ] t h  rarfc. '  f  a c i  I . i t  Ji eis a r o  p r o v i d e d  ^ o r  t h e  ( . c \L L 1 d  p o p u l a t i o n  
b y  t h e  D e p a r t m e n l .  u f  A n i m a l  l l u s l j a n d r y  ( D A H ) a n d  U l M U L ,  t h r o u g h  
L h u  v e t e r i n a r y  h o i ^ p j  L a i  /  T v u r a l  v e t e r i n a r y  d J ' : .pen&>ar y  a n d  DCS 
f ' e s p e c  t i v e l y »

1 . 2 . 9 . BREEDING FACILITIES:

t U l ' lU L  hasi  p r o v i d e d  o r l i - f i L i a L  j  n i n e m i n a  ( i o n  < A 1 )  f ac i J .i L i  c-'s a l  
v i l l a g e  l e v e l  Uy t r ' a i n j n y  t h e  DCS s t a f f ,  b u l l s  w e r e  ' :>uppl  l o d  b y  
U n i D i t  t o  c o v e r  n a t u r a l  ' - - L ' r v a c e ,  e i ^ u e c i a l l y  an  b u f M o e  t r a c t & „ I n  
a d d i t i o n  t o  t h e  a b o v e  f a c i l i t y  t h e  Lk-i I-I a n d  B A l i -  h a d  a l ' ^ o  
e s t a b l i s h e d  A l  C e n t r e s .

1 . 2 . 1 0 . FODDER DEVELOPM ENT:

r odd tM '  a v a i l a b l e  f r o m  f o r e s t ,  W d s l e l i t n c l  ^xnd g r a ; : : i n q  I n n r l  i s  
1 ' I „ 62!''] r  a n d  c r ( j p  r ' e s i d u o s  o f  j u w o h  , b a j r a , ,  s u g a r c a n e  t o p s ,
q r o u n d  n u t ,  p u l s e s  e i . c . ,  a r e  I f i e  o l h o r  <- 'Ou rLOS.  Un L h u  b a t  . i s  o f
L i v e s t o c k  C e n s u s  1 990  t h e  t o t a l  d r y  m a t t e r  r o q u i r o m e n t  e q u a l s  t o  
1 ' I '.(‘ j , 6fJM I „ E ) ( i s L i n q  c j ra . ' : a ng  laru l< -  p r o v i r l c . ’ o n l y  I o-I d r y  m a t t e r  
I e q u  i r " e m e n  t s . r i i n c e  c r ' o p  r " e s i d u e s  a r e  u s e d  a 3 f o d d e r "  a n d  a r e
a v a i l a b l e  i n  p l e n t y ,  t i i e  f o d d e r  r e q u a r e m e n L s  o f  a n i m a l s  a \ r e  m e t
t o  s o m e  o x t e n L .  C a t t l o  f e e d  o f  1 Ml" a n d  p r i v a t e  c o m p a n i e s  a r e  
r e a d i l y  a v a i l a b l e  i n  l o c a l  m a r I  e L s „

1 . 2 . 1 1 . M A R K E T IN G  AND PROCESSIN G F A C I L I T I E S :

' l i i j s  a p a r t  t r a d i t i o n a x L  nu I t  p r o d u c t s  s u c . i i  a s  i-.htav'a aind c i i r d s  a r e  
a l - j o  s o l d  t o  t h e  n c i y i i b o r ' i n g  s t a t e ,  T h e r " e  i s  a  w e l l  I n i t  p r i v a t e  
m a l l -  c o l l e c L a o n  n e l  w or  I w h i c h  i s  o r g a n i s e d  b y  L h e  pr  i v £ \ t e  m i l l -  
b u ' . i n e s s  r e p r e s e n t i n g  t h e  Wai a n a  D a t r - y ,  C h i t  t a l e  B r o s  ( F c D o n a ) ,  
B u i - u  I d c . i i r y ,  I r i s h n a  d a . i r y ,  G a n t - s h  c l a a r y  £\nd c j L h e r  s m a l  I p r i v a t e  
d i i i r y  men whcj s u p p l i e s  m i l l  t o  L-i( jmbay mar ' l  e l :  (jr" l o c a l  t o w n s .  i n  
a d d i t i o n  t o  t h i s  t h e  LOMUL c ind I-Ml- i s  c i l s o  h a v i n g  p r  o(. t . ' ss  i r ig  
f a c i l i t i e s .  ( i Je t a i l s  a r e  s i i t j w n  b e l o w )



A )  OWNED BY UNI-DN

Faci.lL t i e s  L o c a t i o n

Cli . i  1 ] m g
Cei  I h i -(35

L a p a c i h i e s  
l i t j  h ic" \ l  Ye?ar F . ' j p a n c le d  Vr . 'ar

B a g a ] ^ o t  4 u 0 0  I. F'D 1 9 / 6

J a n ik h a n c ia  4 0 0 0  LF‘D 1 v S 7

B j j a p u r  4 0 'j 0 LPD 1 9 / ' ’;
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8 0 0 0  LPD 1 9 9 2
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B)OWNED  BY F E D E R A T IO N

D a i f - y  P l a n t  A s a n g i

D i v i n g  P l a n t  A s a n g i

0 . 1 5  MLPD 19 78 

10 TPD j 9 ? y

1 . 2 . 1 2 .  SEC TOR AL P R O F I L E  AND ASSESSM ENT OF P O T E N T I A L :

I ht? p r e s e n t  p r o d u c t i o n  o f  m i l t -  i n  h h e  d i s t r i c t  i s  a b o u t  0 . 4 3 M L  
LF’O t h r o u g h  i t s ' c o m b i n e d  p o p u l a i a o n  o f  cows^ a n d  b u - f - f a l o e s  w h i c h  
15  O . i.jr.’l M L . I n c r e a s e  i n  m i l l -  p r o d u c t i o n  a s  n o t  c o m m e n s u r a t e  w i t h  
Lhr-> i n c r e a s e  i n  c a t t l e  p o p u l a t i o n ,

■| h e  d i s t r i c t  a v e r a g e  m i l l -  y i e l d  o f  g o o d  b u - f f l o e  b r e e d  i s  a r o u n d  4 
irmd 5  L P D , g i v i n g  a\ m a ; ! im um  o< 1 1“j0 0  l i t r e s  p e r  l a c t a t i o n .  I - f  
i n c f e a s e  i n  m i l l  i s  t o  b e  a t t e m p t e d  i n  m i H  y i e l d ,  an  t l i e  l o n q
r u n  t l i e  CB C ow s  h^ive* Lo b e  iiL'Le<_>Sc\ra l y  i n d u c t e d  i n  p l a c e  o f
b u f f a l o e s  t h h ' o u y h  p r o p e r  e ; :  t e n s i o n  a n d  m o t i v a t L o n  o f  t h e  
fr-\r rner T h e  c u i n u a l  g r o w t h  r a t e  w t j r  I % Lo 1 . V t o  1 „Lj7. . l a l i n q  the^
saii i t .  g r - o w t h  r a t e  w h i c h  i s  q u i t e  l i l e i y  Lo b e  m a i n t a i n e d  i n  t h e
HEv^xt - few y e a r s  t o o -

( I r n o i i  w i l l  c o n t i n u e  t o  im pJe^m enL  c r o s s  I 'B  c o w s / u p g r a d e d  b u  + + a J o e s  
W Lh l i  t h e  f i n a n c i a l  a s ' ~ i s t a n c e  f r o m  S c h e d u l e d  C a s t e  a n d  S c h e d u l e d  
I r j b o  ( S C / S T )  a n d  B a d  w a r d  c l a s s  dc- 've l  o p m o n  L c o r p o r a t i o n .

1 . 2 . 1 3 . PROGRAMME R A T I O N A L E ;

R e i d o v a l  o f  p o v e r t y  h a s  b e e n  t h e  c e n L r a l  c o n c e r n  o-f  p l a n n i n g  i n  
I n d i e s .  H o w e v e r ,  d u r i n g  t h e  f i r s t  t h r e e  F i v e  v e a r  P l a n s ,  ( 1 9 5 1 ,  
l~i6 a n d  6 1 )  t h e  m a i n  e m p h a s i s  o f  P l a n n i n g  w a s  t o  a c h i e v e  h i g h e r  
g r o w t h  i n  G r o s s  N a t i o n a l  P r o d u c  t  ( LjMP ) . T h e  h h i n l - i n g  t h e n  w a s  t h a t  
Lhr> h p n e f i t s  a i  h i g l i e r  c j r o w l h  w i l l  a u  I o m a i  i  c a l  1 y -

M i ( ‘ i n c i d e n c e  o f  r u r a l  p o v ( ? r t y  h a s  r e d u c e d  o v e r  t l i e  p a s t  f e w  
y e n i r j , ,  T h e  m a g n i t u d e  u f  I h p  f ) r o h l ( . ' m  i s  s t i l l  v e r y  ] a i q e „  “I o 
<.j(jJv(. t h e  p r o b l e m  o f  p o v e r " L y  i n  g t ^ ' n e r a l ,  a n d  r u r a l  pov (? r  t y  i n  
p a r - L  L c u l  a r , we h a v e  t o  c o n l i n u e  o u r  e l f o r t u  i n  i m p l e m o n L i n g  
d i f f e r e n t  p r o g r a m s  o f  p o v e r t y  a l l e v i a t i o n .



14.NEED FOR PROBRAMME CONTINUATION:

1 ri Lt - jyr  a t e d  R u i ' r : ' l  I )eve lc )p in f . "n t  l-'r o q r a im m e  ( ] FcDF'; .1 % one.^ o» t h e  m a j n r  
i j e n e f i c i a r y  o r i e n t e d  p o v e r t y  a J L e v i a t i . o n  iD f ' o g r a m f i i e . I t s  o b j  e c  Live- '  
j  <■- Lo e n a b l e  ' ^ e l e c t e d  . in  r n r a \ l  a r e a ' s  Lo cros=i:> I t i e
p i j v i ? i ~ t y  l i n e  a n d  1 5  a c h i e v e d  b y  p r o v i d i n g  p r o d u c t i v e ?  a s s e t s  a n d
.•iripi-'ts> Lo t h e  l a r y e t  g r o u p  t h r o u g h  i a n a n c a a ]  £ \ L - s i s t a n c e  . i n  L h e  
((Drm o f  c r (?d JL t  ' 5 u b '5 i r i  t o s . A C e n t f ' a L i y  i : > p o n i i u r e d  <3cl ioir ie " l K A l N [ N ( ‘i 
01 UUKAL Y U U I I I  FOI'^ 31-. I I fMHl .  (JVML-N I " L'I K'YbEM I wai;> l a u n t h e c l  b y  t h e
( j ( ' v L  o f  f n r i i a  w i t h  an  o b ; x ’ c L a s / p  L(j j j r o v u l t . '  t e c l i n  i c  n  I a n d
CM 1 I r  (.'pi''t"-'nf-'«.ir a n I  <:>l- 1. I J b l o  r u r  n I y o u L l i  i <xm i I a b e l o w  p o v e r t y
1 1 n ( . ' , b a d  e d  b y  f i n a n c i a l  s u j D p f j r t  t h r o u g h  t h e  b a n l  <5 N a t i o n a l  
A g r i c u l  t u r i x l  bc ink  < o r  r u r a l  d e v e ]  op rne n  L c MAl-fAKD ) d1 a y e d  a 1-t ' y  r o 3 e  
IIP r e - f i n a n c i n g  t o  r e g i o n a l  r u r a l  b a n l ' S .  T h e  b a n l  s  h a v e  u n a n c s d  
t h e  b e n e - f  i c i a r n  e s  t o  p u r c l i a s n  t h i e  m i  I r . h  c a t t l e  a - f t e r  t h e
bv2 n e  f  i c i a r i S ' i  a r e  t r a u " v e d  o n  v a r i o u s  a 'sps' . :  Lh-- o v  a r n m a l  
m a n r U je m e n L «  t i a j o r  a c t i v . L t i e < : - >  an  t h e  IF-':DI-' a n d  1 K Y t ibM  i'ia^> r t - j a r a n g  
o t  d a i r y  c a t t l e ,  t h i s  h a s  l i e l p e d  i r i  i n c r e a s i  n g  i n  t l i o  m i l l
pi o d M c t i o r t  a n d  =: ,oc . i c i -econom i c  s i a i t u i j  o i  t h f  p e o p l e  w h o  w e r e  b e l o w  
thu-  p o v e r t y  l i n e ^  A rccc- 'n  t  i j L u d y  b y  I n s t i t u t e  o f  s o c i o  e c o n o m i c  
r ' i u d i e f c .  h a s  r e v e a l e d  i - h a i  L h e  cu ld 1 1 i t > n a  1 . i n c o m e  d t ' i ' i v e d  b y  t h e
D e n e  f  1 C i a r ' i e i 3  b y  r e < ^ r i n q  m i . l i ; h  c a t t l e  v a r i e d  f r o m  R s .  t o
I 'S  f.'2'.>0/”  p e r  cinnuin i n  I rdi n a  t a l  a , NAEfAK'D t h e 3 r e < o r e  e n d e a v o r  t o  
s e e i  a n d  s u p p o i " t  o n  p r i o r i t y  b a s i . s ,  t h r o u g h  1  i-.̂ ; v c i r i o u s  
f)i f ' i i n . . i t i o n £ \ l  a n d  r e f a n a i u . e  s c l i e m e  a v e n u e s  0 } a d d i t i o n a l  e m p l o y m e n t  
o u L - . j i . d e  a g r i c u l t u r e  i n  r u r a l  a r e a s  f o r  r a i s i n g  o f  t h o s e  l i v i n g  
b r ' l o w  p o v e f r t y  l a n e «



2 . 0 . PROFILE OF THE DISTRICT

2 . 1 . BACKGROUND

!) c r i t i c a l  e v a l u a t i o n  o f  t h e  p r o f i l e  B i j a i p u r  I ' l i l l .  s h o d
L M d i c a h e s  t h a t  a  v i a b l e  d a i h - y  I n d ' . i G t r y  c a n  b e  d e v e l o p e d  i f  • t h e ’’ 
Of 5  a r e  s y s t e m a t i c a l l y  o r q a n i s e d  o n  t h e  ArnuJ p a L i e r n .  T h e  
(.’c o n o m i c  b a c t  w a r d n e s s  a n d  c y c l i c a J  d r o u q l i t  e ; ; p e r i e n c e d  i n  t h e  
( I t o L r i c L  w i l l  r c - ' n d e r  d a i r y i n y  as^ a b o o n  Lo L l i t '  f a r m e ' r s .  Tn L j  m es  
(.i f u h o r t a g e  o f  f o d d e r ,  c a t t l e  f e p d  c a n  b<v} p u r c h a < - o d  f r o m  t h e  
n o  1 r j h b o r i n c j  a r e a s  l u  t > u s L a i n  d c u t r y i n q .  T h o  w e l l  d e v e l o p e d  
L r a d i t i o n a ]  m i l l  p r o d u c t i o n  p o c k e t s  h a v e  n o t  o n l y  s p r e a d  
Lhi  o u g h o u l -  tl)e^ l e n g t h  a n d  b r t ^ a t l t h  t.n" t h e  d j s t r a c t  b u t  a l s o  h a v e  
Lo b e  b r o u c g h t  u n d e r  t h e  c o - o p e r a t i v e  a m b i t ,  t h i s  w i l l  e n a b l e  t o  
r o a c l i  e c o n o m i c s  o-f s c a l e  r e s u ]  t i n q  i n  a  v i a x b l e  n e t w o r l  o-f p r i m a r y  
OCS a t  v i l l a g e  l e v e l  a n d  a  s t r o n g  s e c o n d a r y  m i l l  u n i o n  a t  t h e  
d i s t r i c t  l e v e l .

CHAPTER II

T h o  G o v e r n m e n t  o-f I a r n a t a l  a  i n  t l i e  y e a r  J 9 7 5  h a d  e s t a b l i s h e d
l a r n a t a l a  D a i r y  d e v e l o p m e n t  C o r p o r a t i o n  w i t h  t h e  - f i n a n c i a l
a s s i s t a n c e  - f r o m  w o r l d  b£\nl  i n  L h e  s o u t h e r n  8  d i s t r i c t s .  L a t e r  i n
W 8 3 - 8 4  w i t l i  t h e  a s s i s t a n c e  o f  NDDG t l i r o u g h  OF 1 1 / 1 I T  t h e  d a i r y  
d e v e l o p m e n t  a c t i v i t i e s  w e r e  e j c t e n d e d  t o  t h e  u n c o v e r e d  d i s t r i c t s  
o f  t h e  s t a t e  w i t h  a  p r i m e  o b j e c t i v e  o- f o r g a n i s i n g  AMUL p a t t e r n  
f ) ( ,y  a t  t h e  v i l l a g e s ™  AMUL. p a t t e r n  h a s  a 7 L a e r  s t r u c  t u r n  r i g h t  
f I om t h e  v t l l a q e  l e v e l  D L b ,  d i s t r i c t  l e v e l  m i l l  u n i o n s  f>' 
u  I I'ji m a t e ]  y  t h e  m i . l l  f o d e r a l i o n  a t  I  h r  S L a t f >  l e v e l ,  f h e  o r g a n i ? > e d  
d i v i r y  d e v e l o p m e n t  a c l - i v i h i e - .  c L a r t e d  i .n 17(J'<̂ I b y  p o s i t L o n i n q  t l i e  
w | ) h o r e  H e a d  1 eam i n  l i i j a p u i '  d i t > L i ' i . c l  b y  I I'lF,, l a t e r  w j  I h anc re ->ase  
Ji i  t h e  a c t i v i t i e s  t h e  B IM U L  c a m e  i n t o  e j - ; i s t e n c e  i n  1 9 8 6  w i t h  101 
OL'3 c\s i t s  m e m b e r s .

2 . 2 . PROFILE OF BIMUL

I h e  BTMUL i s  a d i s t r i c t  l e v e l  c o . o p e r a t i v e  b o d y  a - f f i l i a i t e d  t o  I M F
o i- s t a t e  l e v e l  r e p r e s e n t i n g  t h e  t a n n e r s  o r g a n i s a t i o n  a n d  a l s o  
■I ifip l e m e n t i n g  d a i r y  d e v e l o p m e n t  a c t i v i t i e s  b y  o r g a n i s i n g  DCS a t  
V-I l l a g e s . I n  o r d e r  t o  a c h i e v e  e c o n o m i c s  o f  s c a l e  t o  e n s u r e  maximLf in  
r e t u r n s  t o  t h e  m i l k  p r o d u c e r s  a t  t h e  s a m e  t a m e  p r o v i d i n g  whol j te  
= om e  q u a l i t y  m i l l  a t  l o w e s t  i - )os ' -5 i ta le  p r i c e  t o  u r b a n  c o n s u m e r s
I h t - ' r e b y  i m p r o v e m e n t  o f  s o c i o  e c o n o m i c  s t a t u s  o-f  t h e  f a r m e r s  
a i m e d .  ( D e t a i l s  s h o w i n g  t h e  p a s t  p e r f o ^ " m a n c e  o n  v a r i o u s  
ar  t i v i t i e s  i n  ANMEXIJRE; -  2 > .



2 „ 3 .  O B J E C T I V E S  OF M I L K  UNIO N

,2 ,3« I , P r o v i d i n g  a-^ssnrot i  a n d  rt?inun(3r<-\ t i v e  m a r l c L  K . ' r  a l l  t h e  ' m i l ]  
o i ' o d u c e d  b y  i h t ^  m t i inbu i ' is «

^ P r o v i d i n g  h y g i e n i c  m i l i  t o  L h e  u r b a n  cons i jmc.n- ' -

r o  b u i l d  V I  J l a g ? :  l e v e l  i n s r  L l L n  L j  oru3 x n  c q „ c.ipcjr a  L i vc-> <>('c.Lur 
t o  r n a n a y e  t h e i r  a c t i v i t i e s .

< l , " i o  f j n t ^ u r t . '  p i ' u v  j L> 1 o n  o f  n u l l -  p r  u t l iK .  L t o n  i n p u L ' >  pi  uc i n c j  
{ a c i l i t y  a n d  I j u t t e r  m a i l e t i n q .

L i . 1 o  e d u c c t t f ^  L he  t - a r m e r  r n e i n h f i ' o  o n  t h e  c o  „ a [ ) e r a l  i  v e  
p r i n c i p l e s  a n d  1 1<= wor l-  m y  b y  p r o v i d i n u  ' ■ s u i t a b l e  e a u c a t i o i i  
j n d  i r a a n i n c j „

T o  - f a c i  i  1  ta\  I.e r u i ' c i l  d e v e l o p m e n t  b y  p r o v a d i n y  o p p o r  Lun  i  t i e s  
f o r  s e l f  i H m p l o y m e n t  a t  v i l l a g e  l e v e l .

2 . 4 .  THE MANAGEMENT:

”i ht-  ̂ n o r ' r d  c o n ^ H i s t i n q  o f  e J t - ' c L e d  r e p r  c foen  L a i j  ve!=> i i ' o m  I h e  m e m b e r s
o f  Lhi-: DCS a n d  n o m i n a t e d  o f f i c i a l ' . ?  a<̂  p e r  B y e  lc.iw^:». The C h i e f  
L u  L LVt- a r i d  t h e  Hfjnaq«--'r a t - e  d e p u t e d  + r o m  I h e  I- MF I he^ L e r u . i r e
o f  t h e  b o a r d  i s  t h r e e  y e a t s . I h e  b o a i  d t a l e s  t l i e  p o L i t . y  d e c  i  i o n s ,
■I h f  l i i y h e s t  a u L l t o r j i y  i s  t h e  q e r t e r a l  b o d y .  Cl l i e  o r  g a n  i  ; ra t a o n a l  
c h u i  L I S  s h o w n  i n  ANNEXURE -  Z ) .

2 . 5 .  O R B A N I S A T I D N  OF M I L K  PROCUREMENT:

"! t i e  DCS o r q a n i s e d  a r e  i n  l i n e a r  m i U  p r o c u r e m e n t  r o u t e s  w i t h  
c o v L ' r u g e  a t  t h r t ^ e  c h i l l i n g  C £ . -n t ros  n a i i t e l y  B i j a p u r ,  b a y a l i o t  a n d
J a m l l i a n d i .  T l i o  t r a n s p o r  La t i o n  o f  m i l l -  i s  t h r o u g h  c o ^ t ^ ■ a c l
v o h i c  I p-s t w i c e  da \y „  Tht» d i s t a n c e  b e t w e e n  L l i o  v i l l a g e r  i  r  a b o u t  
n  lO 1 n i ' i . a n d  c : o u p l e d  w i L l i  Ll i i<. '  t h e  aLv ic . 'nco  f  i n  L c ' r - c o n n t ' c  L i n t j  
L ' l ' i d q e * ^  a c r o s s  t h e  r i v p r s  c ( j m p e l l e d  L(.' a d o p t  l a n e c ^ r
l o u L o r . T h e  d e n s i t y  o f  m i l t  p r o d u c t i o n  a l t h o u g h  v a r i e s  < \ c r o s s  t h e  
r e t j j o n s ,  i L  i s  g e n e r a l l y  l o w  w h e n  cc im p a r  e d  Ll> o t h e i '  L i n i o n s .  n i l  
t l i e s e  - f a c t o r s  h a v e  r e s u l t e d  i n  h i g i i e r -  P T C / | g  o-f  m i U  . The m i l l -  
p i ' o r . u r  r m e n  t  v a r i e s  w i  Lh a  - f l a s i t  Lr'  l<>an i ' c i L j o  o f  1 u 1 .  Lj 1 1  Lr e s , ’

2 . 6 .  IN P U T S

L n i l i u l l y  t h e  a n i i i i a l  h e a l t h  c a r i '  h a d  r e c e a v e d  t h e  t o p  p i ' i o r a t y  
L n r o u g l " !  w e e l  l y  m o b i  i o  v e t e r i n a i " y  r o u t e s ,  e m e r g e n c y  v i s i t s ,  f i r s t  
a i d  { z i c i l i t a e s  =ind p r e v e n t i v e  v a t  (. i n a t i o n  s e r v i c e s .  The A I  i s  
c a t c ^ r ' o d  b y  t r a i n e d  A l  woi - l  e r ' s  i n  s i n g l e  anvil c l u s t e r  c o n c e p t .
I r n p r f w e d  v a r i o L i o s  o f  - {o dde r "  s e e d s  „ c u t t i n g : .  ra re  p r o v j d t . ' d  t o

m e m b e r s .  A l l  t h e s e  s e r - v i c e s  a r e  p r o v i d e d  a t  n o m i n a l  c h a r g e s  t o
in t ' i r iber  . E < a l a n c e d  c a L l l t - ^  f e e d  i s  £x1 e>o t u p p J a e d  o n  n u  j j r  o-f a t  n o
l o s < ;  L ias I S ,



2 . 7 .  P R O C E S S IN G  IN FR A ST R U C T U R E :

l l u '  i o l a i l  b u i . ] L  i f )  c.a|)c\( i Ly  (.H L I lht_> p r  o ( . j  n y  -f ac i. 1 1 1 j s
IL i^ 'D,  t h e  ' - L i r p l u s  K t i . l t  rc3t_(31 v o d  d u r i n q  t - l u t> h  i i ea< -un  l s '  s e n t

l o  I j f m p o  d a \ i r y / D h c x r  Wcir M i l l  Um j i ' h <ai' c . o n v t ' r  i ui  i

PR O C E S S IN G  C A P A C IT Y  & U T I L I S A T I O N  L I T E R S  PER D A Y ( L P D )

L l" I '^ame 9 1 - 9 2  ? 2 - 9 3  9 4 “ V15 7 1 5 -9 6  9 6 - 9 7

Q T r  A LITY. 7. O T y ’/. O r /  Q T y 'X u TY

L' j  i < i p u r  2 7 5 0  6 9  3 6 0 0  9 0  .’: 4 4 4  8 6  2BS'5 / \  2 : . 7 2  L19 ryM J 6 0

uun i i  handJL 6 4 2 9  E30 1 0 0 2 0  12U, 1 0 7 2 2  126  7 i r / 7  9 [ j  6 6 2 2  LJ2 fc<1.0o L06

1 i- o  t,
6 9 2  11< j 0 4  3 1 4 4 [ ;  13B 1 0 / 2 2 ’i' I 4 2  9(.tJ 4 4' J 44  wy.^Oi^ I L'2 9', 6&: f  J 5 6  

)" 1 3 8 9 0  1 5 9 0 n  1 7 6 . ‘.4 1 9 s ; . 4  2  16 /Z .  , : '1904

I'Jij ( I -■ s
I'-i s I n d i c a t e s  Raw M i l l -  a n d  B s T ru I j c a  P r o c e s a e d  M iJ I -
" ]' " [ n d i c a t c i s  c a p a c i t y  n  t i  ] i - i a  1 1 ui i

2 = 8 , M A R K E T IN G  AND S E L L I N G ;

' f i le- u n i o n  u n d e j r  L a i - e s  d is=- tra b u  t . i o n  o-f t o n e d  p a s t o u r  i  n e d  nu ] 1- i n
piMn h(?o t l i r o u y h  a < J i . ' - » t f - i b i i t L n n  rKDhworl- '  c o v ( ? r i n g  7Jl t o w n n  o t  t h p
d i : i i - j c t „  1 a v e r a g e '  s-,aler> i s  J 9 O 0 0 L F 'D .  1 h e  p a r l o r  f  c\t. i  ] .l t i e s  
wc'r a l s o  R D h a l . - i l i n h f 3 d , l:o (-‘n<5ur-e a v a i l a b i l  i L y  o f  l i ( . | L u d  m i l l  
Lhi  o u t j M o u L  L I h .' d a y  on  < r ;xnch  i t i ' f ' a n t i  m a r ' t i f ' l  n u i  o-f p r  o d u c  1 <•>,,

2 . 9 . T R A I N I N G  AND HUMAN RESOURCE DEVELOPMENT

Ti i f -  e m p h a s i s  a s  b e i n g  ] a i d  t ' n  man p o w e r  d e v e l o p m e n t  t h r o u g h  
t i - a m i n g  a n d  o t h e r  ino t i v a  t  l o n a  L p r o q r a m s . T h e  t r a i n i n g  a n d  

I (-'n S I  o n  p l a y s  a  v i t a ]  r o l e  t o  d i s s e m i n a t e  t h e  l - n o w l e d g e  o f  
a n i m a l  h u s b a n d r y  p r a c t i c e ' - s .  L t ' c h n  i v . r i l  i n p u t s ,  b u i l d i n g  ' -^ound 
CO „ L i p e r a t i v e s  a n d  r e a l i z i n g  t h e  1 r u i g  t e r m  b e n e - f j l s  o f  s e l - F  
m an age (J  c o . o p e r a  t i v e s . F a r m i ? r  t o  f a r m e r  t r a i n i n g  a n d  e ' l t e n s i o n  
p i ' u q r i i m m e  b y  i n t e r  i i nJC 'n  e ' j p o s u r e s .



3  „ O . PROJ ECT COMPONENTS 

3 „ 1 .  I N T R O D U C T I O N

I liL' l t f 3 ) a p u r  M l  11- U n i c j r i  j  <=> c o o p t ' r  a L j  v y  ] y  nejw o r i p  a n d  a t  pi r.'-^f-'nl . i t
I. o / G r e d  a r o u n d  24'.) o u t  o f  ] v i i l a c j p s .  I ' h o u q l )  t l i r  b i i . ^ p u r

d 1 <' ( r  I c (■ l a  e s  j  n d v y  r tnd a r  j  d L r  a r  L . in  LI u-» \)(pcl  <-in p 1 a I c>ai u  j  L a 
t f  av iM - ' . jo d  b y  f  l v o  r i v e r s ,  A c l o s e  l o o l -  a t  t h e  so< l o t y  f o r m a t a o n  
i n d M a L c i ' s  t h a t  t l i r? c > o r o . e t i t " ' '  w o r  ■foi'me.-'d m a i n l y  i n  L h e  v i J l . a g e j %  
Lcj( a ! ( ' d  o n  t h e  Isanl^s o f  t h e  r i v e r s  i n  t h o  < -50uLhern a n d  s u i i t h w e s L  
p a r i  - t h e  d i c t r . i c - t .  r h e r e f o r o  l l t p  E i i s t  a n d  H a ( i ih6? a% L  p a r  t i i  o f
t i l l - '  i m i l -  s h e d  c o u l d  n o t  g e t  t h e  b e n e f i t  o f  d a i r y  d o v e  J o p m e n  t  
at_ L 1 ' / 1 t - i e s  e v e n t h o u g i )  v^\£>t p o t c r t t a a ]  e j t i s t f b  t h e r e ,  t h i s  a s  
i n a i n J \  d u e  t o  l ac i -  o f  n e a r b y  p r - o c s ' j s x n q  f  a c  1 1 i  t x e s . A d d e d  t o  L i i i s  
I h t ' T t . '  I S  a l r e a d y  m o v e  t o  s h x f t  t h e  e ; . a s t . i n g  p l t \ n t  a n  v a e w  o-i a t s  
i D c a ' .  i o n  a t  i n d u - ^ t i - i a i  a r e a  a s  t h e r e  i s  n o  s c o p e  f o r  f u r t h e r  
t“' ; . f )an!; - -xon . T h e  p r o u - ' t - l  w i U  b o  j  mp L f^du.'n L f 'd  a n  t>ne y e a r  a n d  I i - f  o  
L un< w i  J 1 b e  L(-'n y e a r s .  M o n i r e  t h e  | .T r ( j p o s e d  p r - O K ' c L  Lis 
t c ' i u  I p i u a ]  a . r e d  .

3 . 2 . O B J E C T I V E S

J» T h e  U n a o n  a s  h a v i r i g  t h e  m a a n  o b j e c t  c i f  r l6 ? ( i lan r j  w a . i h  a l l  
I- i n j  o f  a c t i v i t - i e s  c o n d u c t i v e  t o  t h e  e i r o n o m i c  a n d  s o c  i o - - e c o n o m i c  
d F ' v e  I { ,pmen t  o f  t h e  DLS b y  o r  g a n a  <-.'incj e - t - f e c t a v e  p r o d u c t i o n ,
p r o c (  i?a.ng a n d  m a r l e t i n g  o f  m i l l -  p r o d u c t s  t h r o u g h  t h e  o r g a n i s e d
a n d  ' f T a . l a a t e i d  m x U  p r o d u c e r s  c o - o p e r a t i v e  s o c i e t i e s ,

, ' , r h e  DCS f u n c t i o n  d a i l y  a n d  a c t  a s  a m a r ^  e t i n q  o u l l e l  f o r
t l i f  nn ] I p r o d u c e d  an  U te  v i l l a q e z ' s  anc l u d a n g  r  ehe\ba I i t e \  t i  o n
c e n t i - e s .  I n p i a t  f a c i l i t i e s  a r e  a l s o  c h a n n e l i s e d  t o  t h e  p r o j e c t  
a 5 I f f  Led  d a a r y  f a r m e r s  t h r c ' u g h  t h e s e  S o c i e t i e s ,  I t  a n c l i . i d e s  
< in i i i i -  i h e a l t h  c o v e r a g e ,  s a l e  o f  b a l a n c e d  n u L r i t i o u s  c a t t l e  f e e d ,  

c j f  - f o d d e r  s e e d s  a n d  s e e d l a n y s ,  a r t i f a c i a l  b r e e d i n g  
fa< i  J I t i e s ,  m o b i l e  a n d  e m e r g e n c y  v c ' l e r " i n a r  y  h e a l t h  c a r e ,  t r a i n i n g  
a n d  f.';: I e n s i o n  , e i  c „ P a y m t - 'n t  f o r  I h e  m i l l  | j u r c h a '_ > e d  a s  a \ r r  c u i g e d  b y  
t h e  i n i l k  U n i o n  t h i  o u g h  t h e s e  s o c i e l  L(?'-3 o n c e  i n  a  w e o l  . I h e  
iM' '  I l l s  m a d e  b y  1 he  DuS w o u l d  b e  a p p r  t i p r  a a Led  f o r  v a r i o u s  
I j i a r j j o t i e s  a s  p e r  t h e  i ^ y e - l a w s ,  t h e  m a j o r  p o r t i o n  o f  w h i c h  w i l l  b o  
L i i e  b o n u s  t o  m e m b e r s ,

3 . 3 . J U S T I F I C A T I O N  OF THE PROJECT

A c c o r d i n g  t o  J 9 V 0  c e n s u s  t h e r e  a s  a  t o t a J  p r o d u r  t a o n  o l  4 1 3 0 0  
l i t r - e - -  o f  m i l l  w i t h  m a r l e t a b l e  s u r p l u s  o f  1 9 0 0 0  l i t r ' e s  i n  t h e  
l a i  ( j e l  m i l l -  s h e d  a r e a  a p a r  t  - f r on t  I 'O I L f 'D  s u r p l u s  e j . ' j s t a n y  a n  L i i e  
a l r e a d y  c o v e r e d  a r e a ,  c o l l e c t i n g  I4'5(">'j LPD f r o m  10  !• DCit c o v e r i n g  
j l o  \/a I 1 a g e s .  A b o u t  1 4 0  ( i i o re  DUG c c a u l d  b e  o r g a n i i e d  an  t h e  t a r g e t  
m i l l  i h e d  a r e a  a n d  a t t a c h  t o  6  t o  B m i l l  r i . ' u  t e s  ■ ( b e  t a  i  i s h o w i n g  
t a J u i a  w i s e  v i l l c i g e s :  a n d  UC£i o r  g a n  i  i t e d  anci  t o  b e  o i - g a n a s e d  i n
ANi ' l l - -L IRE -- 4 ) .  G i v e n  t h e  f a c t  t h a t  mo.-= t  o f  t h e s e  t a r g e t  v i l l a g e s  
w i l l  b e  i r r i q a t e d  b'- HI F an  t h e  n e - . i r  f u t u r e ,  t h e e r e  a s  e i i t j i . i y h  
s c o p r  f o r  i n c r e a s i n g  t l i e  m i 3 l  p r o d u c t i o n .  T i n s  p o t e n t i a l  w i l l

CHAPTER - III

l o



Flu I h e r  y e t  b o o s t e d  b y  i n d n c L i i i g  m i J c h  c \ n i m a h - i  u n d e r  V c xr io n 'S  G o v l  
‘bpr- 'n :^ ored  sclifc,'«ie%. I hp  p r o p o s ^ e d  p J a i t h  wa.13 r e c e i v e  & u f f i c j y r ) i  
oiTLlt t o  b e c o m e  f i n a n c i a l l /  a n d  o p e r a  h i o n a l  l y  v i a b l e ^

I T h e  AlCr-' lP S L u c ly  i.£.'a(n h a u  ('i> I imaLe. 'cl  LhcU b y  l l O o u  t h e
l o c a l  Cow  a n d  CB C o w s  p o p u l a t i o n  i n  t h e  d i s t r i c t  s l i o u J d  r e a d )
t h o  l e v e l  o f  8 1 , 5 0 0  a n d  9 5 0 0 ,  aruJ b u - f - f a l o e  t o  9 8 , 0 0 0 » F o d d e r  
d i - :?vf?lopmen t  i n  l'<-100Ha o f  l a n d ,  n u m b e r  o f  d a i r y  c o o p e r a t i v e  
% D c j e t i e s  s h o u l d  b e  3 5 0 .  H o w e v e r ,  l o o k i n g  t o  t h e  p r e s e n t  l e v e l  
o f  i n f  r a s t r u c  t u r e , b e s i d e s  t h e  n e e d  f o r  l i a v i n g  q u a l i t y  m i l c l i  
a n n n a l s .  F o r  t h e  p u r p o s e ,  fer r ic ' I t . '  C r o s s  JJre^ed C a l f  r e a r i n g  a n d  
h o d d e r -  d e v e l o p i n e n  t  i n  l t 5 H a . , t o  a c h i e v e  t h i s  a  p r o v i s i o n  F ^ s . 2 6 . 3 6  
ML h a s  b e e n  p r o v i d e d  i n  t h e  e n t i r e  n a n t h  f i v e - '  y e a r  p ] a n »

j ; . ' n I n  v i e w  o f  t h e  e s i i s t i n g  p o t e n t i a l  f o r '  d e v ' r ^ l o p m e n  t a l
a c l i v i t i e s  an  t h e  e a s t e r n  s o u t h e a s  L e i ' n  par l "5> o i  L i i e  «u 11- s h e d .  
( D f ’ L a i l s  s h o w i n g  t a l u f a  w i s e  c a l l l c . ^  p o | J u l a t t o n  i n  AN)\)I£XUF<E~ 5 > ,  

h " ; . i s t i n g  p l a n t  i d e a l l y  hc-is t o  b e  s h i f t e d  a l t o g e t h e r  t o  a  n e w  
a h 'o u  w l i e r e  m o s t  o f  t h e  m i l l  t 'ou t i - * ' : '  g e t s  c o n v e r s e d  t o  o c o n o m i ; ^ ®
L h(.' M p e r a t i  o n a ]  c o s L s ^  . A p a r t  f r o m  t h i s  t l i e  p r o p o s e d  n o w  < a c . i l a . t y  
wu)uL(l  b e n e f i t  t h e  l a r g c j r  p o p u l a t n j n  w h i c h  a f f e c t e d  b y  t l i e  U p p e r  
I r 1 ; h n a  P r o j c - ' t t ,  a  m a j o r  j r r i g a t a o n  p r o j e c t  c o m i n g  u p  i n  t h j s  
a r e a .  T h e  r e h a b i . l  i  t a t e d  v i l l a g e s  a l s o  c a n  b e  c o v e r e d  u n d e r  d a i r y  
d f . ' / u ’ I o p m e n  t  a c t i v i t i e s  an a w a y  t o  h e l p  t h e  d a s p l a c e d  p e o p l e  t o  
g e n i j r a t e  r e m u r i e r a  t i v e  e m p l o y m e n t  a v e n u e s  t o  p r e v e n t  m i g r a t i o n  t o  
I h(.' u r b a n  ckre.>as. I n  a l l  t h i s  p r o j e c t  wa J ] be? c o v e r i n g  1S5  
v i l l a g e s  u n d e r  t h e  d a i r y i n g  f o l d , a n d  a l s o  t o  i n c r e a s e  t h e  
c o v o i  a g e  o f  t o w n s  f o r  m i l l  m a r l e t i n g .  T h u s  the-' p l a n t  i s  j u s t i f i e d  
f o r  f u n d i n g  f o r  t h e  f o l l o w i n g  reason ' . -> .

J . l i M i r y i n g  hc\s  b o o n  a p r o v e n  ar>d p o t e n t i a l  i n r o m e  g e n e r a t i n g  
< \ c L i / i t y  f o r  t h e  r u r a l  p o o r .

J . l h u r e  I S  s c o p e  t o  d e v e l o p  ar>d n u r t u r e  t h a s  a c t i v i t y  an  m o s t  o-i 
tl-i(.' v i l l a g e s  a n d  a l s o  r e h a b i  1 i t a  t i o n  c e n t e r s  o f  U p p e r  f r i s h n a  
I r (1 ) •■-.•c L .

n u m b e r  o f  u n c o v e r e d  v j  11 a g e s  a n d  4 ]  r e h a b i l i t a t e d  v i l l a g e s  
u n d i - i  Ul -P c a n  b e  c o v e r e d .

T h t '  o j c i s t i n g  p l a n t  a t  B a g a l a l o L  w a s  e s t a b l i s h e d  i n  1 9 7 8  w i t h  c\ 
I a i  (11 c o o l e r  b y  t h e  GOVT o f  f a r n a t a l - a ,  l a t e r  i n  1 9 9 2  t l i e  F MF

1- Li e n g t h e n e d  b y  a d d i n g  e q u a p m e n l  t o  p r o c e s s  2 0  1 LPD w i t h
p a s t u e r i s a t i o n  f a c i l i t y  i n  t h e  i n d u s t r ' i a l  s h e d .  A s  s u c h

J I 1 h e i r  i s  n o  s c o p e  t o  a d d  c i v a J  c o n s  t r u e t a o n s  t o  h o u s e  e f f l u e n t  
Li (•■>-> L m e n t  p l a n t  w h i c h  i s  ( s t a t u t o r y  o b l i u a t K J i i .

1'J l i n e  t h i r d  o-i t h e  DLEi a n d  50/.,  o< va I J  aci(-„'s ar"P£\ a r e  y e t t i n g
' " i i i i m e r g e d  w i t h i n  2  y e a r s  a n d  t i i e i r  i s  n o  s c o p e  t o  o r - q a n i n e  n e w
nL,'-' i n  t h e  s o u t h  a n d  s o u t h  i - j e s t ,  r o s u l L i n g  ( l e t  l i n e  i n  m i l l  H o w .

'!•) The r e f  r i a e r - a  t i o n  s y s t e m  h a s  b e c o m e  o l d  a n d  . l u n l e d  r e q u i r - e d  
J i r u n o d a a t e  r e p l a c e m e n t  a l t o g e t h e r .
' ' I '  r i i e  w a t e r  a v a i l a b l e  i s  h i g h l y  s a l i n e  i n  n a t u r e .

1 L



L h e  m i l t  U n i o n  i n  o f  dei- c . o L e r  Lo Lh(? d r ^ v e  i  ( jprrici  i L ne e d ' , .  Q-t 
Mi f  3f_- r e g i o n  r s q i i i r e s  t o  e i e t a b l j ' : : ! )  a  p r  oce^<3&ing  f a c i l i L i t ^ s .

3 . 4 . G R E A T IO N  OF IN FRASTRUCTURAL F A C I L I T Y  A T  V I L L A G E S

3 . 4 . 1 . DCS O R G A N IS A T IO N

I l iM d a i r y  c o - - o o L ' r a  ta v o s  a r t '  u r  c inn l i ^ r ' d  b y  t l i t - '  u n j o i i  u L i l a % L n y  •( hc->
0 , 1  ! : i n g  s L a ■ f ^  a n d  Lhra i n  f r  a'.; Lr l i c  hur' t? f - o q u i r e d  l :o mal  (? 14'J
-fi l l  If I l o n i i ]  D C S ,  ti)£? L in . ion h a s  p l a n r i e c l  Lo u l t J  i the-' q r a n L c  made-' 
I I I  I a b l e  b y  bGVT „ R'::,. I . w i l l  b( j  <^|jun I i.n f i v ( - '  vt?ai-"'=:„

3 . 4 = 2 . A N I M A L  HEALTH  CARE?

M k ' U n i o n  p r o v i d e s - ,  wee-.4 I / / - f o r  i r u  y h  L l y  V c - ' t e ' i ' m a r  y  H e a l t h  cht - 'cJ  u p  
c ^  l-.he membur- i :  a t  t h t ? i r  d o o r  O t h e r  t h a n  r e g u l a r  h e a l t h
<■ I 1 / i c e  t h e  p m e r q e n c - y  sjei v i c e  i r  a J s o  maiJt-' a v a i J a h l e  o n  n o i t i i r r a ]  
' - h ^ ^ ! f J e s .  A d d e d  t o  t l i i . £  Lh t '  f i r ' ^ L  a i d  f a c i l i t i e s  i<5 a l s o  p r o v i d e d  
t h i  r j u q h  D C S .

3 . 4 . 3 . B R E E D IN G  F A C I L I T I E S ;

Mi( U n i o n  lo cax te ?^  I;r-'n Lr a i  i h t -
i 1 v̂ i.i Ld N i t r o a e u  Con  L a m e r  i i i s i m g  '
I '( mi  n a  t e  l o c c i l  r i in ina!< j?  by Lhf.- 
j j o  i o n  t  a a 1 1  t y  o f  m i l l  p r o d u i ;  I L o n -
p ! ' ' i ' ( ^ ‘=ed  p r c i j H t : ! -  a r e a  a i ' f  h a v i n c )  J 
' '■'I'l - a n d  b i . i n i o e i ;  w i t h  an  a v t n  a q o  
] l i r e ? ; ,  I n  o r L l e r  Lo Jnc r t ' a s e  L i t e

!b£ ' ip(  U. 'd nL£. by  
' '■mnjn o< l-’ r o v e n  

£• I a H  t c '  u p g r a d e  L i io  
M u s t  o f  l h e  f i i e m b e r s  

" I ' ' '0'"'  I ' r o e d <\ L ' ! t > I ow 
m J. 1 1 p r o d u c t i o n  l . O  

m l J  I p r o d u c  i i o n  b y
U n i o n  h a s  p r o p o i ^ e d  t o  < j t a r L  '13 A J . C e n  t r e < i i . 1 l i e
■ i ' t  r i d i n g  R s ^ r n iO I ' I L .  Lo p r o v i d e  e \ n i m a l  h f ' n J L h  c a r t '

3 . 4 . 4 . FE ED  AND FODDER:

u n i o n  
a n d  AT

rn o v i  d i n g  
H u l l s  t o  

q o n e t i c  
i n  t h e  

y i e ! d i n g  
Lu' 2 . b  

u p q r  a d i n g  
w i l l  be  

-fdc 11 i t y .

' '  r, o-f t h e  p r ( j j c c ; t  ai  ea  b e i r i g  d r o u c j h l  a f  f e e  Led  a r e a  r e s : > u l t i n g
:-h'.-.r t a g e  o f  f o d d e r - .  7 ho  U m  vin jT ro v  i d o j  t h e  / a r  l o u ^ i  p a c k a g e  o f
f I ' !( t i c e s  i n  h e l p i n g  t o  g r ' o w  f o f i d e i -  a n d  l o  c o n s e r v e  b y  e n r i c h i n g .  
I n  a d ( i i t i o n  t o  thi<=j t a a l a n c e d  c a t t l e  f e e d  i<5 p u r e I ' l a s e d  f r o m
f t d ( M a t i o r t  o w r ie d  L: ;aLHf. '  f e e d  l " ' l a n l ' - >  o i i d  oup | - ) l  i er l  Lo L h e  DC% o n  n o
p i u i j t  a n d  n o  l o ^ ^ -  ba'.^ i s . r i ' i c u m  t jn  |Dropo<^e<=:. t o  spt,- 'nd 1<<5. ' J . /C-ML. i n  
M u : ,  p r o g r a m m e .

3 . 4 . 5 .  T R A I N I N G  AND E X T E N S I O N :

I I l f- L J n i o n  m a c h i n e r y  u i l l  d o  t h e  ? I e n w i o n  t o  e d u c a L e  t h e  - f a r m e r s  
o n  | i r a c t i c i n q  mo(Je rn  A n im - . i l  I l u ' - s b a n d r y  p r a c t i c e s .  t r ' a i r i i n q  Lhi'= 

i / .bor -s  a t  t h e  v j  I. I age<i t o  empha&i ' "> ( , ’ i h e i r  r u l e , ,  r e i - p o n ' j i b i  1 ji t  le^o 
a n d  p o w e r s  i - o w a rd '5  D C s ,  l h e  l i l m  «how.->,  r a t t l e  jshowo a r e  
' . ( • i i d u t  t e d  c\ t  ' / i J l a q c  J o v e ]  i o r  i n c i " e c i u ( . ; i  L 11 >n , i h L e r  u n i o n  axnd 
n i i i ' i l  v i s i t s  a r e  a r r a n t j e d  t-cir ( . T r o q r p S ' - i i  ( a r m o r  t o  s i?e a n d  l e a r n .  
H i t '  = > l a f f  o-f L i i e  a i  f '  a l  = ,( '  i r < \ j n o d  a i  l j n . i o n  L r a i m i u )  ( l e n t r e  l o
l iH jU i  how  t o  m a i n t a i n  a c c o u n t s ,  Lo to-^ r .  Lh e  q u a l i L v  I ' t  i i i i l l -  a n d  
M,  I . L r a i n i n g , ,  l h e  u n i o n  p r  Cipo-^e-^ Lo =.pe>rid K'"-.-'.] „ fobML i n  Lhi?:, 
|ji- o q r a m m e .



CHAPTER IV

4 . 0 .  PROJECT OUTLAY

l l , f  L o t a l  e s  1 1 ntei Lc-.'cJ cu<^Ls> f o r  L h t '  p i ' o i ( - - ' c l  j  ; . h o w n  i n  (ANNLXUFaE 
o j  . T h i s  i n c l u a e < 5  t h e  c o ' s t  o f  t h e  l i qu ip m t . ^ i )  t s  w h i c h  c a n  bo  f ( j u s e c i  
n  fiiii t h e  t ’ ; ; i B L i n g  f a c i l . i ' t y .  I fu> |)i <'n v  i'-.>ar)6'<r> c’ t ^ i u  Ly
|u i i  i. L c i p a t i o n  f r o m  f a r m t e r  rvK.' inbiir s „ t h e  m i l !  U n i o n  a n d  d o n o r
acHMM I P S  E i i t h f c r  t h e  fJfJVi OR ( IVF K t i L A S  DL"VL L ul-'PiLN I A b L N C l L I B ,  t h e  
<■'--j 1 ■■■> L a n c e  nGod( :;d i f j  ont? t i m e  a n d  t h e  p r o j e c t  i'~. s c h e d u l e d  -foi  
c of i ip i f - i J  o n  w j t l u n  11' m o n t h s  d u r a i j c t n .  A d d t^ d  Lo L h j s ,  t h o  tur id£>

Ln t h e  p r o p o s e di i - ( | i . i i ! e d  t o  o r g a n i s e  a n d  t o  < 5 t a h i l i < 5 e  DCiB
n r ' . j f c t  a r e a  Lo £\rt e ; ; i e n t  o-f I < s . - 4 M L .  - I n  L h e  f i r w t  - f i v e  y e a r s
l';„i = 4 « 4 M L  w i l l  b e  s p e n t  o u t  o f  thi.<5 t h e  s h a r - e  l5(3'v I LIF I N D I A
l-‘= „ . 'J l ' i ' i L  a n d  t h e  u n i o r )  s h a r e  i i .  ^ H t o r  f i - f t h  y e a r  t h e
t m i o n  w i l l  s p e n d  R s . ' , : .U l - IL  o u t  o f  t h e  + u n d s  q e n e r a t e d  f r o m  t h i s
pi  o  1 f-'c L .

4 . 1 . PROJECT IMPLEMENTIDN

M i f  p r o j e c t  i=> a«^;:(tmpd t o  b e  i m p  l e m o n  l e d  j n  (>ne y e a r - .  I h j  c> i s  a 
( . i - w c i . a l  p a r - t  o f  . t h e  p f o j e c t  a n y  d e l a y  i n  i m | j  l e m e n  t a t a  on  w i l l  l e a d  
Lw a d d i t j o n a ]  j  nve<_, I men L . T h e  t l e i a i J t )  t)< I h e  1 i t L  o< a c  t i  va 1 1 e s  
i d i M i t i f i e d  a l o n q  w i t i i  t h e  t i m e  s c h e d u l e  i s  <:>hown i n  i n  ANNKXURE 

- n d  8 ) »

4 . 2 . CAPITAL INVESTMENT;

f- a p i  t a l  
3 . 1 [5 ML

i i .e 
a  L
l i ,  (■<, 6  ML 
mob  L1 i s e  
nVKM t.c:?as
api -^r  ( .sed 
111 I.' ' r e s  t .

i n v e t l m e r i t  o f  t h e  f ) r o j e c t  i s  e s - l i m a i e d  a p p r o ; ; i m e \ t e l y  
o u t  o  t  t h i s  t h e  c f j n t r  i b u t K D n  f i - o m  u n i o n  a n d  f a r m e r »  

F o r  Lhe  b a l a n c e  o f  c a p . i + a 1  .1 n v c ' s tm e -n  t s  t h e  u n i o n  w i l l  
f u n d s  e i t h e r '  f r o m  d i s t r i c t  d e v e l o p m e n t  a u t l i o r i t y  o r  
d e v e l o p m e n t  a<jenc. ies= „ l - l o w e v e r  Lhie- p r o j e c t  l i a s  b e e n  

t h e  c o ' j t  o- f t i i e  c a p i t a l  a t  t l i e  r - a t e  14"/.c o n s a  d e r m a

I



4.3=B0URCE OF FUNDS

1 . SOURCL COM i'R [ B U 1' J ON
I1L)

l . i ' - t n i L v  r o m  p r o d n c e ' r s : ,
I 111' r a t e  o t  10 p a i s ( ^  / ] L i -  

(na I I r o ]  l e c t e U  - f o r  the> 
i w o  / f i ' B r s

„ If ji j -i| )ui' Ml 11' Ui 1 jLon 
a / I ,  procra(-;?d= o f  e j t i s L i i t q  In2r>

i ! \ JL I da r ig
L'H< n i i l i s - i n y  K u i s L i n g  e q i u  pmh.'ni '=1 »uO

I o t a  I A t „ o 0

H K U m I r 'R Q J E C T  COBI" I L . . 0 O

t ( 'I I 1 r  .1 b u i J L o n  t i ' o m  LJ iun r i  a n d  
| j i  o d u c e r  ( i n  h p r p u  1 -I 6 . o n

I U i i d s  r e q u i r t P ( J  ( e ; ' t t . u “n a  1 ) v „ O o

4 . 4 . A P P L I C A T I 0 N  OF FUNDS

lilt-.' L o t a l  o u t l a y  p i -u po ' ^w d  Lu j  mp iG tne- 'n l  L I i l j - p r u j f c ' c l  a s
l< - j . I - .  T h e  c a p i t a l  invta<-5 tmc?n t  i ' . i  K s . 1 'oML „ w i ] l  bB s p e n t  f o r
I ot)< i i u c i i o n  o-f d a i r y .  " I l i p  i i n a o n  1 1  ( j p U i n y  tund<.> - f r o m  &UV 1 OF
J M l j J n  i n  p h a s e s  t o  o r q n £ \ n i s G  l 5 u  w om an  UCb i r i  t h e  m i l l -  s h e d  f o r

' -c . -ars  i n  th£3 r a t a o  o-f LiOsl 'O U-jLjV 1 s UM1 ON > »A-f Lc-'r +i.v{.^ y e a r r >  t o
u o n t i n i i e  t h e  a b o v e  au  L i v i t y  Lhi-s u n i o r i  w i l l  p r o v i d e  1007. f u n d s  o u t
cW i i u '  s u r p l u s e s  c j e n e r a t e d  an  l l t o  p r  o j  r-^r t . f U t ' I  a  i  ] s. s h o w i n g  a

a n d  - f i n a c x a l  t a r y i ? L ' r  o n  v a r i o u s  a c t i v i t i o s  i n  ANNKXUl'^:lL--9 >

4 . 5 . B A S I C  A SSUM PTIO NS

J -  !iu.> p r o c u r e m e n t  p n r  i:.--11 ncj i>(,L j u o  L f  D =ind I/O LI-'D - f o r  n e w  
oi , \ " i n  t h e  c o m m i s s i o n e d  y e a f ‘ - '- i ,on a n  a v e r a g e  p r o c u r e m e n t  
( ) i c > w t h  D-f Z7, u p L o  - f i v e  y e a r s  a n d  t i u .  rc-' o n w a r d s .

Mu-  a v e r a g e  FAT a r id  bNF c o n t e n t  o f  i n c o m i n g  m i l l -  i s  15.6/1 a n d  
H r ' i 'C  - f o r  t h e  f i r < i , i  2  / o a r s  a n d  6 , 0 Z  a n d  v . O ) ;  s u b s e q u e n i

h i t . '  s a ] e  p r i c e  ^D r  Lo i ted  in i LI- i u i  t ' n  (■' i ^ '  J I ru u l  s . l a n d a r d  i tu J 1̂ 
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p l a n  e s p e c i a l l y  t o  e d u c a t e  t i i e  f a r m e r s  o n  c o n s e r v a i  i o n  a n d  
e ' n r i c - h m e n t  o f  - fodder™

7 „1 'J . „  T h e  U n i o n  s h o u l d  tak£^  t h e  m e a i s u r e  t o  a t t a i n  v i a b j J i t y  a n d  a 
m i n i m u m  o- f 187. R e t u r n  o n  [ n v e s t m e n  t . A t  m o s t  c a r e  s l i o u l d  b e  t a t  e n  
t o  a c h i v e  t h e  t a r g e t s  w e l l  i n  t a m e ,  a s  e n v i s a g e d  i n  t h e  p r c ' j e c t .

7 . 1 4 .  T h e  - f e d e r a t i o n  w l i i l e  f o r m u l a t i n g  t h e  s t a t e  p o l i c i e s  s h o u l d  
da f f e ^ r n c i a t e  d e v e l o p e d  a n d  d e v e l o p a n g  u n i o n s .



A N N E X U R E - 1  

B I J A P U R  D I S T R I C T  A T  GLANCE

, G e o g r a p h i c a l  r>rc?a 
a „ fJo . o f  t a  l u l  a s  
I ' , Nu » o f  V j J I a(.j(.'c

' n Ka  111 f a l l  (mm) N( )i ma I : . L'

•̂1 „ / i ( | i  u : n l t u r ( j | i
a „  Ub’u g r a p h a  (. a J 
b .  N e t  S o w n  a r e a  
f . b r o B S  c.r (jppr-.'d a r e a  
d „  F a  l l o w j  1 (Mid 
e» L a n d  n o t  a v a i l a b l e  f o r  

CLi 1 t i v a  h i  o n  
f ,  r ' r o p p i n t j  J i t L e n s j L y  ( ”/ . )

15. 1 1 f- i q a  t i o n  5
£\ „ N e t  i r r i q a L e d  a r e a  
b „  S o u r c e s  o f  L r f - i y a L i o i i

i )  C a n a l s  
i i ) W e l l 3  

j i i )  o i h t e r  ' i iou i  ( - Irtnl-
o  t h e ^  <5 : "• b' l̂ , U 74 

l o t a l  IJ „ ,  H6^l ha=
t < j L a l  q t i o g r a p h i c a l  a r f ? a „

6 ,  Sa-:re o-f  h o l d i n y s  U i a ;  
a .  L e s s  t h a n  I 
l i „  H e i w e e n  1 a n d  2 
c  , A b o v e  2

I -  Name  o-f t h e  d i s i i - ' i c t - b E J n P U l ’'

-  i  " , „ I- ms
-  1 ]

I . /hi

/')(. L u a L :  L v7^ l  r, 1 . / ' )  I V V I ; ;  . Ou
I i /  V.v„ '.()

! /  , ! h a „
- i : . , 0 3  . B"J.B h a ,

J , -I < ! : ' , / /  J h a u 
8 r , ? ‘'H5 h a „

" / , r j - ' r /  h a „

- -  h a .  ' L V 9 / I

7 1 , V ' 1 o
-  1 , 1 to , 1,-6 “•

• " h i h f . - '  u i e - 1 1  Si -

( ' f  r u ’ t  L r o p p e d  arp. ' i \  a n d  o f

/ h i i i m a l  H u s b a n d r y
a .  !=■ l o u g h  a n i m a l s
b „ D a i r y  a n i m a 3 s
c -  S h e e p  G o a t
cL. F ' o u l l t r y  ( n o „  o f  bi rd<.>J

M o ,  
3<h>007 

I J J.O

I 3, 
r a t  t U . '  
E37'-r'Uon 
C'-'l J “r .ou

Ai' eel 
. j j  ..<?7

l 2 v '8 J  9 t :

“ / S '-V 7 2 , P u f- f  a  I f j  o  s 0 / 1' o  ()

.'3 ,
9,

r ' a | D u l a h i o n  (uOO-^ ’i ; M a i n  l ' ' 1 9 i ,  i - o m a l p  1 4 3 7 ,  T o l a ] J92>.

C l a s s i f i c a t i o n  o f  woi ' l r-^r t= 
a .  C u l t i v a t o r s  4 0 0 2 2 6
h O f  ( a )  s m a l l  a n d  mai ( j i r t a J  27 9 > i " )u  ' > h 's s ,  t h a n  4 h a » )  

f a r m e r s .
c „  Ay  r i  c u l  L u i ' a ]  1 a\boi u '-■'r-- 4 7 9 0 4
d .  A r t i s a n s  i:i,“: ' 4  3

H o u s e h o l d  c .o ( i cU | t>  h i d i i t l r  i t ' t  n 
f .  A l l i e d  A y r  o  a c t i v i t i e s  Hi-i
!.) „ L H J t e r s  1Rh: '>79

T o t a l  L I ' o  .'.^126



A N I'i E  X IJ R I- - 

P A S T rLT-;FCif';MAK(''E OF B T ,H AI-'UR MJLl IJMIDK

UNIT 1985
1986

1986
1987

1987
1988

198B
1989

1989
1990

1990
1991

1991
1992

1992
1993

1993
1994

1994
1995

1995
1996

1996
1997

DCŜ  ftegistered Na. 106 140 152 210 231 231 :tj4 272 277 296 293 289

DCS Functioning No. 103 126 142 176 189 191 233 237 234 210 2U9 203

Defunct DCS No. — 06 24 06 09 11 12 18 18 74 78 78

lleinbers enrolled No. 10294 13982 16586 24540 29246 31709 34999 33340 402BB 41424 43039 4344

Hilk routes in ooeration No. 07 13 13 15 16 16 18 19 2(1 18 20 18

Hilt procured Tonnes 2126 3566 3999 4847 6137 69BO 6146 9156 9370 7084 6188 7023

H/q.iTiik procured/aav KPD 5824 9771 10957 13208 16813 19122 io839 25086 25671 194U9 16955 1924

Animals trtd.on Heekly visi ts No. 234 1965 2830 27436 29579 18816 21714 25358 25399 14067 5221 484J

DCS 4inder A1 No. 12’ 37 36 70 85 84 86 74 93 8U 76 74

ftl Done No, 479 1726 4201 7749 13731 12712 21294 18058 202B4 21653 15484 1691

Cattle feed sales 

AVERAGES:

Tonnes 235 267 471 514 1354 1203 1224 1801 1528 11 On 1370 110(

HenibersyDCS (as at llarch) No. 100 111 117 139 154 157 143 150 160 146 150 155

Avq.procurement/day Kgs, 5824 9771 10957 13280 16813 -. 19123 16838 25085 25671 19408 16953 192'

flv^roc./DCS/Day (as at HarchlKgs. 56 77 77 75 89 lOu 72 106 110 92 01 95

Hvg.proc./route/day '' '' 

>—

Kgs. 832 751 843 885 1051 1195 935 1320 1284 1078 848 106'



O R G A N I S A T I O N  S T R U C T U R E  OF D I J A F U R  M I L K  U N I O N ,  B I J A P U R .

G EN t^R A ^. B O D Y  

B O A R D

Mark«9ln9 O(r#cxor 
1 ( 1 ) !

'....... P, A

(P4I) H*r\A^r (PrcKatt)
:-(i)

A»«I. Karv*(^r Adftt

;

Kar\«v*'' IOC)

: - d )

Aiat,

It
>f
1• Aa«t Han*{^r ( f ft A )

t
I
11
1•

1•
»■
I<

: - d ) : - d ) :i(i) *1
•1

: M l ) 1•
•1

1t
11

: V  ! : : ! I 1% • ! I •t

*10 VO rfo MPCO OC Offtc»r Shift c c ; Hkts Arrounl■ 2» Off- P A A Purchaae ••

-d) 2(5) -(1) 1(1) -(1) Officer -(2) : I Offtc»r Officer icer Officer Officer 1•
• • ) < • 1 
• • t

1 1 1 ) 

• «
!'(1) - d )

1
“(1) "(1) - ( U

«1
1

• < « 
» » « ■ 1 1 C^eaiBt 7»ch Tech Stores HKtg Accchjnte

<
*1 FatD. Purchaae

1

MIS
^  1 1 « • • 1 -(3) ftupdt Supdt Supdt Bupdt 5\jpdt 11 Supdt. Supdt 8upa

• 1 • * • 1 -(B) 1(») -(1) - d ) 1(1)
•I I d ) - d ) -(1

« 1 1 
• 1 *
4 t 1 • • 1

Mlcroiaio- J 

logist ! 1 1 $ 1 1i 1

1
«
11

Eatate

Supdt.

•
»1

1*
t1

* t I 1 • 1 - d )  • ! ; ! 1• 11
1• - d ) 1I

•
(

• 1 1 1 * • I 1 1 1 1( : »1 Transport 1* ««
« • •
• 1 1 * 1 1 1 • 1 11 t 1I OupfJt. •

1
f1

» • ( 1 1 • 
I • « 
• • 1
I • 1

* 1

( I 
1 i

' '
ti
•1
1

i t1
I1
1
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1

iI
11
1

t*
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«

• • 1
• • 1 • 1 1
• 1 1 • • <

1 •

: I 
< 1

■• • 1 

• 1

1
1*
11

■

t
11
1
«

1

t

%
<<
*1

1
<•
(•

; : Sr.PAH ! »r. Br, Store* 9r Sr Afiel,, Or Ti»e Kee Or. t
1

; ; Suf>«rvl»or 1 Supervisor Superv- Keep>er A » t - d ) AOBt per A^at ii

’T  ; ; 2(4) : M 3 ) *or -(1) 2(J) Cash i er - d ) -(2) I d ) t
*

• t « 1 • • t 1 3 0  ; % M l )
1
t Br Aaet (•

•
(

• 1 t * $ 1 : : « 1 \ 1 1« -(1) >•
11

1 1 • » • • j • 1 t \ I
I
» » «

1
t

: ! : 
• • • • « • 

*

1 « * t
• 1

I $

1

1
I
*«
1

1

•
1
t•
•
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11
(

i • 1 * i • • t • 1

A H  F F PA/̂ Lab Dairy [>«iry Jr. Jr. Jr. Jr Jr Jr Jr.

A&at Asit Supervisor Tech Tech Tech A«»t Aapt Abet Aaet Asit Aaat Aftat

' 1(1) 1(2) »(?0) -(B) -124) »(•) -(3) 3(5) 3(®) - d ) 2(4) -(2) M l

AV AiBt 

: 1(1)

---Worker* - - - - - - -

1(2)

1 t > t

i ;
W o r k i r  U o r k m r

-(6) - (^O

1 1

i 1 I 1

Wortisr Korker

1 C )  -(2)

!

2(5)

yjptt, *Th# fSfform% p«r»nth«*\« ^nd̂ r-Jl# n»npo»»*r r«qu<ri>*«nt 
tt top and th* oth«r« for pr»s«^t » c t . W K W » ,

I n i t i a l l y  K a r u 9« r  w H I  b*  i n - c K a r g #  o f  t N #  a r x j

flrully M*rvig(nfl Director po«t w U I  b« f m « d  At th>«t tSnm G»n*r*1 

K a n « 9« r  p o g t  k r i l l  b «  a t > o l U h « d

KiiApowor would b« d ^ 1 d * d  «■ p«r norss Indicated In Anr^ixur* XV2 

XVll *ft*r firi*nB*Hon of c h m i n g  pUnt/farB.
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TALUKAWISE VILLAtiLEJ AND DUS (EXJBTTNL-3 AND r-T^DF'URED)

B l .
Na.

Name o-f f a l u k N o . o +
V I 1 l a l g e s

N o . o f
E ' - ' . L s t in g
UCB

7. V i l l a q o  
c o v e r e d

F r c jp o s e d  
DCS

7.0 f  t o t  a 
> V I 1 la q R  
c o v e r e d

0 1 . B a d a m i 148 50 34 30 54

0 2 . B a g a l k a t 89 19 21 16 40

(->3. Mur iagund l 'J7 1 6 I I J.4 \

. M u d h o i 77 54 70 7V

0 5 . M u d d e b i h a l  ^ 149 — — 30 20

0 6 . B . B a g e w a d i 119 20 17 30 42



STA T E M E N T  SHOWING C A T T L E  P O P U L A T IO N  ( T A L U P W I S E )  I N  THE PROPOSED 
M I L K  SHED AREA ( A D D I T I O N A L  COVERAGE AREA O N L Y )

A N N E X U R E - 5

B ] „ T a l u k  
M o .

1- ot'J L o c  a ] L r o S 'U  hi  od. LUi-t f a  1 O f I () La 1

M l .  E i . B a g e w a d i 2 : 5 , 0 6  I 1 1 4 1 3 , 2  X- M i , 4 ' j : t
071. H i ' n a g u n d 2 i  , 3 ] :.'o J 0  .. 3  79 :3  , 6 3  j
0J- .  M u d d e b i h a l 45.5,24 2 141 21 , : 4 :
0 / 1  „ i - iadami . B , 6 0 9 I S 6 ,  / 6 9 J r .hT..">

1 CJTAL l u O , L 0 4 7 9 :'. 5 1 , 7 2 1 lp.2,-^^ 11-3

|n|0'[ L  s -

- I ; ( i n l y  307» o f  t h e  v i ] l a L ] c - ' £  c'-f MuiJcJf-'bi I u- i ! ., Hu ruxg i inc l  a n d  
P , Haqu'Wiad I  a n d  13'/, a d t J i h i o n a l  o f  DacJamL c o u l d  b p
i \( .  l a r f i F ’d l o  i  hf-> no w  d a j  r y  ,

Lo C)ii I y  307.  o f . t h e  C c i L t l o  p a | . ' u ]  n  t J o n  i n  l l u n a q u n d ,  l i u r i d '> h  i h a  I 
O . B a q e w a d i  t a l u l - a s  a r e  c o n s i d e r e d .

L> “'•lO’/. I S  c o n s i d r - ' i - e d  £\̂ -- b i  t->e.'d(:\l >] e? p o p u l = ‘\ l  i . on  f " ; ( . o p L  i n  
c ^ o s b ^ ' ^ - ’ a d s .  ( S o u r c e  a h a n d  boo!- o f  14LI- i  q i n  q t i b - n r a l  L i v ( 5 % t o c l -  
(. ertE,u% 1 9 9 0 )  =

d )  6t '7 .  o-f  b reedab3c-=  p u p n i a L j o n  c o n s j i d e i r e d  at -  a n i t u a l s  i n  tnj . l l -  «

(?;! A'-i p e r  i rSLirvey a b o u i ;  4 4 X  (j f  d i i  11 |.u v i d u c e d  i s  s f - ^ L . u n o d  f o f
c on'■. 'Umpt j  o n  a n d  Li6% a c> m£\r l . o i  a h  1 f  i i n ' p l u s i , .

f i  C o n s i d e r e d  l :he a v e r a g e  m i l l -  p r - o d i i c t i o n  o f  l o c a l  c o w  i -  \ . n[- 
l i L r e ,  b u - f f a l o e  2 . 0  l i L i - o i - ,  a n d  f . r on s b i ' f . ' ( - ' ' d  & L i L i P ' i . '  pc-r d r i /  N i t l i  
l a c L a t i o n  p e r i o d  o f  2 0 o , 160  a n d  '.270 d a y ?  r e  = p e c  t, i \ ' e  J v .
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J - C iV lL  WURI b
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I Lil'i
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H. SUMMARY OK THE CuB I 01- l R I-.A IK jN OF IM I RAlM h'l IP | UIM:. V II l.r̂ OI-.

1 1 . ORGAN IS A  I J ON 01- OCb
I
J

! 2 . I N P U i  A C I lV J l ' I Eb '
I
I

1 i . T R A I N I M G
I
I

I 4 . FODDER ) If: VELOf 1 1EN I

I TO IA L

1 . '^'0 

J . 1 

I . /-.i: 

0 .

6 .  4 f '

C„ TO TA L L0'3i  Oi-' ! I Ik I^ROFOBEn pi^;OJEi:“l (Ai-r-i>

iA . SUMMAF;V ()l~ COB I EGrtnAI ' l -
I
!

ie„ s u m m a r y  OF 1IIL CObT 01- C!-’i£A i ! OH
I !
1 OF TN TF;A '"rRU C U JRE A1 V T L l . aGE I EV EL  

! l u f A L  i

"  - I -
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ACTIVITY WISE PROJECT IMPLEMENTATION SCHEDULE

PERIOD IN MONTHS
ACTIVITY 0 1  2 3 4 5 6 7 8 9 10 a  11 12

A

B

C

D

E

F

G

H

I

J

K

L

M

N

0

P

0



B I J A U R  C O - O P E R A T I V E  M I L K  PRODUCERS S O C I E T I E S  U N IO N  L I M I T E D ,  B I J A P U R

DCS O R G A N I B A T I Q N  AND IN P U T  A C T I V I T Y  IN V E S T M E N T  ( 1 9 9 B  -  2 0 0 8 )
RS.IN KILLIOHS

I'l M fc. X IJ h ir. - -  ■?

YEARS ORGANISATION OF DCS 
FHV FIN

P A R T I C U L A R S

INPUT ACTIVITIES TRAINING(STAFF/HEH) 
PM FIN PHY FIN

FODDER DEVELOPHEfIT 
FHV FIN

1956-59 20 0.25 5 0.19 - 0.28 - 0.10

1999-00 25 0.30 6 0.24 - 0,28 - 0.10

2000-01 25 0.30 6 0.24 - 0.28 - 0,10

2001-02 25 0.30 6 0.24 - 0.28 - U.IO

2002-03 20 0.25 5 0.19 - 0.28 - 0,10

2O03-04 5 0.10 3 0.2O - 0.05 - 0.05

2L104-05 5 0.10 3 0.20 - 0.05 - 0.05

2005-06 5 0.10 3 0.20 - 0,05 - 0,05

2006-07 5 0.10 3 0.20 - 0,05 - 0,05

2007-08 5 0.10 3 0.20 - 0,05 - 0.05

TOTAL 140 1.90 43 2,10 - 1.65 0.75

Note ! 1) During the f i r s t  five years prograMs, of funds are provided by Bovt as grant, 
find 20'i by union.

2) After 5th year the union wil l  arrange 1007. funds from i ts  oun source.



A N N E X U R E - 1 0

S T A T E M E N T  S H O W I N G  I N V E S T M E N T  A N A L Y S I S  F O R  T H E  P R O P O S E D  B A G A L K O T  D A I F

PAETICOLAES I YEAH II ISAE III T H E  n  YEAE 7 YEAE YI YEAE YII YEAE VIII YEARIX YEAE X YEAE

liiSTALLED CAPACITy(TLPD) 30 30 30 30 30 30 30 30 30 30
SO.OF DCS mm
a i m S T I H G 103 100 125 150 175 195 200 205 210 215
bjHEH 20 25 26 25 20 5 5 5 5 EV

c)TOTAL 123 125 150 175 195 200 205 210 215 220

PSOBOCTIOH
a)F80H THE EXISTING DCS 3.76 3,87 4,68 5,62 6.56 7,22 7.41 7.59 7.78 7.96
b)FBOH NEti DCS 0.37 0.46 0,46 0,46 0,37 0.09 0.09 0.09 0.09 0.09

c)TOTAL 4.12 4,33 5.13 6.07 6.92 7.31 7.50 7.68 7.87 8,06

CAPACITY DIILISATI0B(5!) 37.67 39,50 46,89 55.45 63.21 66.73 68.49 70.18 71.87 73.57

KG FAT EECEI7ED 0.23 0.24 0,30 0.35 0.40 0.42 0.43 0.45 0,46 0,47
KG SHF EECEIYED 0.36 0.38 0,45 0.53 0.61 0,64 0.66 0.68 0.69 0,71
A. ttlLK SALES
l.FEOH EITAIL SALES 2.47 2,60 3.59 4.25 4,84 5,11 5.25 5.38 5.51 5.64
TOSED (3.UrAT 8.5XSHP) 1.98 2.08 2.88 3.40 3,88 4.09 4.20 4.30 4.41 4,51
STANDAED (4.5XFAT 8.5!ISHE) 0.49 0.52 0.72 0.85 0,97 1,02 1.05 1.08 1.10 1.13
2.FE0M BOLR SALES (6!?FAT 9^SHF) 1.65 1,73 1.54 1.82 2,08 2.19 2.25 2.31 2.36 2.42

TOTAL 4.12 4,33 5,13 6.07 6.92 7.31 7.50 7.68 7.87 8.06

KG FAT DISPOSAL IH HILI 0.1826 0,1915 0.2139 0.2529 0.2883 0,3044 0.3124 0,3202 0.3279 0.3356
KG SHF DISPOSAL 0.3588 0,3763 0.4442 0.5252 0.5987 0,6321 0.6487 0,6647 0.6808 0,6968
BALANCE KG FAT 0,0483 0.0507 0.0839 0.0992 0.1131 0.1194 0.1225 0.1256 0.1286 0.1316
BALANCE KG SNF 0.0041 0.0043 0,0077 0.0091 0.0104 0.0110 0.0112 0.0115 0.0118 0.0121
BAMDLIHG LOSS
KG FAT 0.0010 0.0011 0.0013 0.0016 0.0018 0.0019 0.0020 0.0020 0,0021 0,0021
KG SHF 0.0009 0,0010 0.0011 . 0.0013 0.0015 0.0016 0.0016 0.0017 0.0017 0.0018
NET SOSPLOS KG FAT 0.0473 0,0496 0.0826 0.0976 0.1113 0.1175 0.1206 0.1236 0.1265 0.1295
NET SOEPLOS KG SHF 0.0032 0.0034 0.0066 0.0078 0.0089 0.0094 0.0096 0.0098 0.0101 0.0103
SALES BEALISATIOH
a)FEOH JOMD HILK 21.78 22.84 31.63 37.40 42.63 45.01 46.20 47.34 48.48 49.62
b)FEOH STANDAED HILK 5.94 6.23 8.63 10.20 11.63 12.28 12.60 12.91 13,22 13,53
c)FEOH BDLK SALES 14.85 16.44 14.63 17.30 19.72 20.83 Z1.37 21.90 22.43 22.96
d)FBOg GEEE SALES 3.31 3.47 5.78 6.83 7.79 8.22 8.44 8.65 8.86 9,07
e)F80H SKIS HILK 0,13 0,19 0.38 0.44 0,51 0.53 0.55 0,56 0.58 0.5?

TOTAL EEALISATIOH 46.06 49.17 61.05 72.18 82.28 86.87 89.16 91.36 93.57 95.7f

COST OF PKODOCTIOK
COST OF HILK 33,20 34.82 41.34 48.88 55.71 58.82 60.37 61.86 63.35 64.85
TEAHSPOETATIOH COST 2.68 2.81 3.34 3.95 4.50 4.75 4.87 5.00 5.12
CHILLING COST 0.62 0.65 0.77 0.91 1.04 1.10 1.12 1.15 1.18 1.21
P A S T O E E I S A T M 0.99 1.04 1.44 1.70 1.94 2.05 2.10 2.15 2.20 2.26
PACKING COST 0.99 1.04 1.44 1.70 1.94 2.05 2.10 2.15 2.20 2.2c
SELLING AHD DISTEIBOTION 1.61 1.69 2.34 2.76 3.15 3.32 3.41 3.50 3.58 3.67

TOTAL VAEIABLE COST 40.09 42.04 50.65 59.90 68.28 72.08 73.98 75.81 77.64 73.47

COIITEIBDTIOH 5.97 7.13 10.39 12.29 14.01 14.79 15.18 15.55 15.93 16.30



FIXED COSTS
S&L&BY k HiGES 3.60 3.96 4.36 4.79 5.27 5.80 6.38 7.02 7.72 8.49
&DHI»IST8I1TI?E EXPEHSES 0.60 0.61 0.62 0.64 0.65 0.66 0.68 0.69 0.70 0.72
PEOFIT BEFOBE D E P . I H T . m 1.77 2,55 5.41 6.86 9.09 8.33 8.12 7.85 7.51 7,10
DEPBECUTIOH % .081 0.83 0.93 0.93 0.83 0.93 0.93 0.93 0.93 0.83 0.93
IHTEBEST 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84

BIT PROFIT -0.00 0.00 3.64 5.09 6.31 6.56 6.35 6.08 5.74 5.32

% OF PBOFIT TO TDBHOVEB -0.00 0.00 5.96 7.05 7.67 7.55 7.12 6.65 6.13 5.56

t....................... ...........................f

TOTAL FIXED COSTS 5.97 6.34 6.75 7.20 7.69 8.23 8.82 9.48 10.19 10,98
C0HTBIB0T108 PEB LITEB 1.45 1.65 2.02 2.02 2.02 2.02 2.02 2.02 2.02 2,02
BBEAKE?EN QOANTITiT 4,13 3.85 3.34 3,56 3,80 4.07 4.36 4.68 5.04 5,42
OPEB&TIHG LEAIfABAGE 1.00 1.12 1.54 1.71 1,82 1,80 1.72 1.64 1,56 1,49
BHEfiK E?E8 CAP OTILISATIOH 

.......................- .........................+

37.68 35.17 30.47 32,49 34.71 37,15 39.82 42.76 45.99 49.54

+. . . . . . . . . . . . . . . .
FISASCIAL APFHAISAL

1 (CASH FLOHS)

1 YEABS 0 1 2 3 4 5 6 7 8 9

!00T FLOH
IIHFLGS ( m  PBOFIT) 
■IHFLOH (PTC SAyiHGS) 
ISAL7AGE

-15
-0.00

0.2
0.00
0.2

3,64 5,09 6.31 
0.2 0.2 0.2

6.56
0.2

6.35
0.2

6,08
0.2

5.74
0.2

5.32
0.2
2.5

iTOTAL -15.00 0.20 0.20 3.84 5.29 6.51 6.76 6.55 6,28 5.94 8.02

SET P8ESEHT VALOE 8 14J! DISGOOHI 
IHTSBHiL B&TE OF eETDBS

5.54
0.21



A H I ? E X O E E - U

STATEMENT SHOWING SENSITIVITY AHALYSISrDECEEASE IH  RETAIL M L K  SA LS BY

PAHTICDLASS I YIAS II YEAE III YEAE IV YEAE V YIAE VI YEAE VII YEAE YIII YEAEI2 YEAE I  YEAE

IliSTALLSD CAPACITKTLP])) 30 30 30 30 30 30 30 30 30 30
tlO.O? DCS C0?g8ED
a)EnSTI8G 103 100 125 150 175 195 200 205 210 215
b)!(BH 20 25 25 25 20 5 5 5 5 5

c)TOTAL 123 125 150 175 195 200 205 210 215 220

PBODOCTIOH
a)FR08 THE EXISTIHG DCS 3.76 3.87 4.68 5.62 6.56 7.22 7.41 7.59 7.78 7.96
bJfBOH SSB DCS 0.37 0.46 0.46 0.46 0.37 0.09 0.09 0,09 0.09 0.09

c)TOTAL 4.12 4.33 5.13 6.07 6.92 7.31 7.50 7.68 7,87 8.06

CAPACITY OTILISATIOH(^) 37,67 39.50 46.89 55.45 63.21 66.73 68.49 70.18 71.87 73.57

KG FAT 8SCEI7SD 0.23 0,24 0.30 0.35 0.40 0.42 0.43 0.45 0.46 0.47
SG SH? E ECnVED 0.36 0,38 0.45 0.53 0.61 0.64 0.66 0.68 0.69 0,71
A. HLLK SALES
l.FBOH e r a i L  SALES 2.27 2,38 3.34 3.95 4.50 4.75 4.87 5.00 5.12 5.24
TOHKD (3. Ilf AT 8 . 5 0 F ) 1.81 1.90 2.67 3.16 3.60 3.80 3.90 4.00 4,09 4,13
STAHDABD (4.5XJA! 8 . 5 0 ? ) 0.45 0,48 0.67 ' 0.79 0.90 0.95 0.97 1.00 1,02 1,05
2.FE0H BOLK SALES (6IFAT 9J;SHF) 1.86 1.95 1.80 2.13 2.42 2,56 2.62 2.69 2.75 2.82

TOTAL 4.12 4.33 5.13 6.07 6.92 7.31 7.50 7.68 7.87 8.06

KG FAT DISPOSAL IH HILK 0.1880 0,1972 0.2206 0.2609 0,2974 0.3140 0.3223 0.3302 0.3382 0.3461
KG SNF DISPOSAL 0.3539 0,3774 0.4454 0.5267 0.6004 0.6339 0,6506 0.6667 0,6827 0.6988
BALAdCE KG FAT 0,0429 0,0450 0.0772 0.0913 0.1040 0.1098 0.1127 0,1155 0.1183 0.1211
BALAHCI KG SH? 0,0031 0,0032 0.0064 0.0076 0.0087 0.0091 0.0094 0,0096 0,0098 0.0101
fiAHDLIHG LOSS
KG FAT 0,0010 0,0011 0.0013 0.0016 0.0018 0.0019 0.0020 0,0020 0,0021 0,0021
KG SHE 0.0009 0,0010 0.0011 0.0013 0.0015 0.0016 0.0016 0,0017 0,0017 0.0018
NET SOBPLOS KG FAT 0.0419 0.0439 0.0758 0.0897 0.1022 0.1079 0.1108 0.1135 0,1162 0.1190
HET SOEPLOS KG SH? 0.0022 0,0023 0.0053 0.0063 0.0071 0.0075 0.0077 0.0079 0,0081 0,0083
SALES BEALISATIOB
a)FBOa TOHED HILK 19.96 20,93 29.37 34.73 39.59 41,80 42,90 43.96 45.02 46,08
b)FBOH STAHDAED HILK 5.44 5.71 8.01 9.47 10,80 11,40 11.70 11.99 12,28 12,57
cjFEOH BOLK SALES 16.70 18,49 17,07 20.19 23.01 24,30 24.94 25.55 26,17 26.78
d)FSOil GHEE SALES 2.93 3.08 5.31 6.28 7.16 7,55 7.75 7.94 8.14 8,33
e)FBOK SKIH HILK 0.13 0.13 0.30 0.36 0.41 0,43 0.44 0.45 0,46 0,47

TOTAL BEALISATIOS 45.17 48,34 60.07 71.02 80.96 85.48 87.73 89,90 92.06 94,23

COST OF PBODOCTIOH
COST OF HILK 33.20 34.82 41.34 48.88 55.71 58.82 60.37 61.86 63.35 64,85
TEAHSPOETATIOH COST 2.68 2.81 3.34 3.95 4.50 4.75 4.87 5.00 5.12 - 5.24
C m L L I H G  COST 0.62 0,65 0.77 0.91 1.04 1.10 1.12 1.15 1.18 1.21
PASTOEBISATIOH 0.91 0,95 1,34 1.58 1.80 1,90 1.95 2.00 2,05 Z.09
PACKING COST o.ei 0.95 1.34 1.58 1.80 1,90 1.95 2.00 2,05 2,08
SELLIHG AND DISTEIBOTIOB 1.47 1,55 2.17 2.57 2,92 3,09 3.17 3.25 3,33 3,40

TOTAL VARIABLE COST 39.79 41,73 50.28 59.46 67.77 71.55 73.44 75.25 77.07 78.88

COIITEIBDTIOH 5.38 6.61 9.78 11.57 13.19 13.92 14.29 14.64 14.99 15.35



FIXED COSTS
SALAEY U A G E S  3.60 3.96 4.36 4.79 5.27 5.80 6.38 7.02 7.72 8.49
ADHINISTEATIVE EXPENSES 0.60 0.61 0.62 0.64 0.65 0.66 0.68 0.69 0.70 0.72
PROFIT BEFORE DEP,IBT,TAX 1.18 2.04 4.80 6.14 7.27 7.46 7,24 6.94 6.57 6.14
3EPRECIATI0H § .081 0.93 0.93 0.83 0.93 0.93 0,93 0.93 0.93 0.93 0.93
IHTEEEST 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0,84

HET PROFIT -0.59 O.GO 3.03 4.37 5.49 5.69 5.46 5.17 4.80 4.37

% OF PROFIT TO TDRHOYER -1.31 0.00 5.05 6.15 6.79 6.66 6.23 5.75 5.22 4.64

1 1 

ilOTAL FIXED COSTS i 5.97 6.34 5.75 7.20 7.69 8.23 8.82 9,48 10.19 10,88
ICOBTRIBOTIOH PER LITER | 1.30 1.53 1,91 1.91 1.91 1.91 1.91 1.91 1.91 1,91
iBREAKSra QDAHTITY 1 4.58 4.15 3.54 3.78 4.04 4.32 4.63 4.97 5.35 5.76
jOPERATIHG LEAVARAGE 1 0.90 1.04 1.45 1.61 1.71 1.69 1.62 1.55 1.47 1,40
IBEEAK EVEN CAP DTILISATION 1 41.82
1 I 1 1

37.89 32.36 34.51 36.87 39.46 42.30 45.42 48.85 52.62

SEHSITI7ITY ASALYSIS: DIGBEiSE IB RETAIL BILK SALES BY 5X 
+ .............................................. - ................................................................................ - ...........................................................

FIKAHGIAL APFSAISAL

(CASH FLOBS)

YEARS 0 1 2 3 4 5 6 7 8 9

OUT FLOW
INFLOH (BET PROFIT)

-15
-0.59 0,00 3.03 4.37 5.49 5.69 5.46 5.17 4.80 4,37

INFLOW (PTC SAVINGS) 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
SALVAGE 2.5

TOTAL -15.00 -0.39 0.20 3,23 4.57 5.69 5.89 5.66 5.37 5.00 7.07

SET PEESEHT 7ALDE 9 14^ DISCODHT BATE 
IHTEBHAL RATE Of EETOEH O. I T



A N N E X D R E - 1 2

STATEMENT SHOWING SENSITYVITY ANALYSIS:DECREASE IN MILK PROCDREMEN'I

PABTICOLABS I YEAH II YEA! III YEAB n  TEAB y YEAB ?I YEAB 711 YEAB YIII YEABI! YEAB I  YEAB

INSTALLED CAPACITYTLPD) 30 30 30 30 30 30 30 30 30 30
HO.OF DCS COVERED
a)EXISTIHG 103 100 125 150 175 195 200 205 210 215
b)HE)l 20 25 25 25 20 5 5 5 5 5

c)TOTAL 123 125 150 175 195 200 205 210 215 220

PFODDCTIOH
a)FEOH THE EIISTIHG DCS 3.57 3.47 4.33 5.20 6.07 6.76 6.94 7.11 7,28 7,46
b)FBOH HEH DCS 0.35 0.43 0.43 0.43 0.35 0.09 0.09 0.09 0.09 0,09

clTOTAL 3.92 3.90 4.77 5.63 6.41 6.85 7.02 7.20 7.37 7,54

CAPACITY DTILISATIOS(X) 35.78 35.63 43.54 51.46 58.58 6Z.54 64.13 65.71 67.29 68.88

KG FAT 8ECEIVED 0.22 0.22
KG SHF BECEI7KD 0.34 0.34
A. HILK SALES
l.?ROi( EETAIL SALES 2.35 2.34
TOHED (3.13!EAT 8 . 5 O T )  1.88 1.87
STAHDASD (4.5XFAT 8.5XSHF) 0,47 0.47
2 J E 0 H  BDLK SALES (6!SFAT 9 O T )  1.57 1.56

0.28
0.42

3.34
2.67
0.67
1.43

0.33
0.50

3.94
3.16
0.78
1.69

0.37
0.56

4.49
3.59
0.90
1.92

0.40
0.60

4.79
3.84
0.96
2.05

0.41
0.62

4.92
3.93

2.11

7.02

0.42
0.63

5.04
4.03
1.01
2.16

0.43
0.65

5.16
4,13
1.03

2.21

0.44
0 . 6 6

5.28 
4.22 
1.06 
2.26

TOTAL 3.92 3.80 4.77 5.63 6.41 6.85 7.20 7.37 7,54

KG FAT DISPOSAL 18 MIL! 
KG SHF DISPOSAL 
BALAHCE KG FAT 
BALA8CE KG SHF 
flAHDLIBG LOSS

0.1735
0.3409
0.0459
0.0039

0.1727
0.3394
0.0457
0.0039

0.4124
0.0779
0.0072

0.2347
0.4874
0,0921
0.0085

0.2672
0.5549
0.1048
0.0096

0.2853
0.5924
0.1119
0.0103

0.2925
0.6074
0.1147
0.0105

0.2997
0.6224'
0.1176
0.0108

0.3070
0.6374
0.1204
0.0111

0.3142
0,6524
0.1232
0,0113

KG FAT 0.0010 0.0010 0.0012 0.0015 0.0017 0.0018 0.0018 0.0019 0.0019 0.0020
KG SHF 0.0009 0.0009 0.0010 0.0012 0.0014 0.0015 0.0015 0.0016 0.0016 0.0017
SET SDfiPLOS KG FAT 0.0449 0.0447 0.0767 0.0906 0.1031 0.1101 0.1129 0.1157 0.1185 0.1213
HET SDRPLOS KG SHF 0.0031 0.0030 0.0061 0.0072 0.0082 0.0088 0.0090 0.0092 0.0094 0,0097
SALES EEALISATIOS
a FROM TONED HILK 20.69 20.60 29.37 34.71 39.52 42.19 43.25 44.32 45,39 46,46
b FBOH STANDARD MILK 5.64 5.62 8.01 9.47 10.78 11,51 11.80 12,09 12.38 12,67
c FROM BOLE SALES 14.11 14.82 13.59, 16.06 18.28 19.52 20.01 20.51 21.00 21.49
d FROH GBEE SALES 3.15 3.13 5.37 6.34 7.22 7.71 7.90 8.10 8.29 8.49
e FE08 SKIB HILK 0.17 0.17 0.35 0.41 0.47 0.50 0.51 0.53 0.54 0.55

TOTAL BEALISATIOH 43.76 44.34 56.68 66.99 76.26 81.42 83,48 85.54 87.60 89.66

COST OF PEODDCTIOH
COST OF MILK 31.54 31.40 38.38 45.36 51.64 55.13 56.52 57.92 59.32 60.71
TEASSPOETATIOli COST 2.55 2.54 3.10 3.66 4.17 4.45 4.56 4.68 4.79 4,90
CSILLIKG COST 0.59 0.59 0.72 0.85 0.96 1.03 1.05 1.08 1.11 1.13
PASTOEEISATIOH 0.94 0.94 1.33 1.58 1.80 1.92 1.97 2.01 2.06 2.11
PACKIHG COST 0.94 0,94 1.33 1.58 1,80 1.92 1.97 2.01 2,06 2.11
SSLLIHG AMD DISTEIBOTIOH 1.53 1.52 2.17 2.56 2.92 3.12 3.19 3.27 3,35 3.43

TOTAL VARIABLE COST 38.09 37.92 47.03 55.59 63.28 67.56 69.27 70.98 72.69 74.40

COHTEIBOTIOH 5.67 6.43 9.65 11.40 12.98 13.86 14.21 14.56 14.91 15.26



? l X O  COSTS
SALARY k  HAGES 3.60 3.96 4.36 4.79 5.27 5.80 6.33 7.02 7.72 8.49
ADHIHISTRATIVE EXPEHSES 0.60 0.61 0.62 0.64 0.65 0.66 0.68 0.69 0.70 0.72
PSOFIT BEFORE DEP,IHT,TAX 1,47 1.85 4.67 5.97 7.06 7.40 7.16 6.86 6.49 6.06
dI p EECIATION § .081 0.93 0.93 0.93 0.93 0.93 0.93 0.93 0.93 0.93 0.93
INTEREST 0.84 0.84 0.84 0.84 0,84 0.84 0.84 0.84 0.84 0.84

HET PROFIT -0.30 0.00 2.90 4.20 5.29 5.63 5.39 5.08 4.72 4.29

% OF PROFIT TO T0RH0VE8 -0.69 0.00 5.11 6.27 6.94 6.91 6.45 5.94 5.39 4.78

1

iTOTAL FIXED COSTS

J

5.97 6.34 6.75 7.20 7.69 8.23 8.82 9.48 10.19 10.98
IC0HTRIBDTI08 PER LITER 1.45 1.65 2.02 2.02 2.02 2.02 2,02 2,02 2.02 2,02
IBREAKEYEll QOAHTITY 4.13 3.85 3.34 3.56 3.80 4.07 4.36 4.68 5.04 5.42
JOPSRATIHG LEAVARAGE 0.95 ^ 1.01 1.43 1.58 1.68 1.68 1,61 1.54 1.46 1.39
#fiEAK i m  CAP OTILISATION |
1 • 1 1 1 
+ . . . . . . -. . . . . . . . . . . . . . . +

37.68
11

35.17 30.47 32.49 34.71 37.15 39.82 42.76 45.99 49.54

S t S I T I ? m  AKALYSIS: DECREASE IS MILK PEOCOSEHEHT BT 5X

I ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ 4-
1 FIHAHCIAL AFP8AISAL - I
+................- ...............................- ............................ - ........- ....... ................- .......................................- --------------------------- +
! (CASH FLOSS) I

+ ........................- ..................... - .....................- ....................................................... - ............................................................................................... - ............................................................... - ...................................................................................................................- ................................................................................ +

! ?EARS 0 1 2 3 4 5 6 7 8 8 10
+..............................................................................................—......................................................................................................... +
lOOT FLOW -15 !
IIHELOH (HET PROFIT) -0.30 fl.flO 2.90 4.20 5,29 5,63 5,39 5.08 4.72 4.29 !
IIMFLOH (PTC SAVIHGS) 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 I
!SAL7AGE 2.5 j

I
ilOTAL -15.00 -0.10 0.20 3.10 4.40 5.49 5.83 5.59 5.28 4.92 6.99 i
+ - .................. - ......................... ............. ................ ................................................ — ............. - ........ - ............. - .................. ........ 1

HET PRESENT VALUE 8 U %  DISCODNT EATS 
INTERHAL RATE OF SETDRH

2.41
0.17
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PREFACE

I send all praise and tlianlcs be to Allali Swt, for finishing this project 

proposal.

First of all, I would like to thanlcs to ICA ROAP< E)ACA and 

Japanese Govemient tliat has given me an opportunity to join the program of 

S T R E N G T E N IN G  M A N A G E M E N T  A G R IC U R T U R A L  

C O O P E R A T IV E  IN ASIA R E G IO N .

And r d  also like to give all my gratitude to :

1. Mr. Roby Tulus as tlie head of tlie regional ICA ROAP in Asia Fasipic

2. Mr. Daman Prakas as tlie head of llie Project Director who gave me all 

his Assistance and guidance during tlie study witli all patient.

3. Mr. Ganeshan and all staffs ICA ROAP.

4. ProFfesor Krisna Murthi and all intnicturs at IRTvIA (Institute Rural 

Management Anand) who already gave so much assistances during the study 

tUid the success of tliis programe.

This Programe has gave a great contribution for the study of Economy 

aiid it’s very important to developed the true cooperation manament system, 

and something tliat so much impressed me during tlie programe was tliat, I 

could shared all experiences witli anotlier participants from nine different



countries, and fiirtliennorc I be able to biovv die cooperation Development 

in India and compare it with ray cooperation where I work.

And a Jot of tlianlcs goes to all staffs and General Manage r of fCUD

Bayongbong who not only gave me tliis great chance but also has gave so 

much materials and morals support tliat at tlie end tliis Project can carried 

out.

Bayongbong Febniar>' 1998

ABDURAHMMSOPA
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SUMMARY.

1. The Project is Expantioii Dairy Business for fanner melnbers^reeder in

KUD Bayongbong.

2. The Project will be implemented by KTID Bayongbong as join with PT

Nestle and Danainon Banlc

3. llic Object OfPcojcct are hicroasiiig tlic income farmer members by

addition Head cow.

4. Tlie Target of tliis project are fmiier member,breeder or milk prodiildion

Unit Business at KUD Bayongbong.

5. 40 people/fanner members at KUD Bayongbong have job for develop their

dairy business.

6. Total Invesment tlie Project is Rp. 465.000.000.00

7. The source of Fmid are long term loan from Danamon Bank (Rp

400.000.000,00) and Own Capital ( Rp 65.000.000,00).

8. The collaboration witli tlie milk companies will be Important market for

selling milk production.

9. Tlie result of Financial Analisys of the project are as follow ;

Pay back periode 7 (seven) year.

Weiglited Average cost of Capital lO'J'o.



Internal rate of retiiniiTRll are 10,15%.

10. Tlie procurement of long term loan from Danamon Baiilc will be 

Important key In rucccf; of the projcct

N?V Of Project are Rp. 492.898.324.



This project Proposal is made to fiillfill tlie requirements for the credit 

proposal to Bank Dtmanioii, In order to enlarge Dairy cows Business, KDD 

Bayongbong is by increasing tlie population of tlie herd as tlie quantity 

demand from tiie dairy companeas, they need minimmn 5000 kg milk /day.

Tliis Project Proposal is very usefiil for tlie breeder business 

development, because by increasingf the scale point of tlie ‘‘Dair>' Cow 

Ownership” tlie breeder would set their position stronger in tlieir business.

llie number of tlie Dairy cow ownership tliat would be proper to tlic 

each breeder is five herd of cows or more, laiow as 1 (one) package.

KUD Bayongbong is as ‘tlie Responsible Facility'” for tlie cows Credit 
f

acceptance for tlie breeder, so KUD Bayongbong would not gain any profits 

from the credit interest, but instead from it came from the milk and herd 

(boder buying and selling business.

This Project proposal is propose to Bank Indonesia tiirough Bank 

Danamon witli low Interest, it is longtenn credit with 14% interest/year 

decreasing witliout grace periode.

It was programed for the first submission to provide 40 package/200 

herd of cows divided equally for 17 Dairy cow group farmer members of 

KUD Bayongbong; as seen on the table list below :

CHAPIER I . milODUCTION.



IJST OF G RO UPS W HO  HAVE ADDIT'ON HEAD C O W S 1 1 1 1
NO GROUP CH.AiRivlMNi ivlALE/FBviALE lADD RESS Im C K A G E

I R.OHiiv! fvl'¥.E iCIBiTUNG ■ a i ! '■' ! 1
2 AANG YUDIN MALE OLAN.................... i..................01 ' 1! 1 .
3 A iv lY C IR O Y O M .......... 1..................2i...................
4 CiLis FB vW Jf BARUSUDA !................ 3]................
5 UDIN IvK‘i E ARENG 2i
6 :y Oy u n l s  ' '

............................................... i ...............:.............................................................. IvR LE ................... BARUKAl ! ...........  2:
7: CECEP TATANG tvlALE SUKAIHURIP I 3i
8 ROHtvl^.N |Ivl*J[.E CIHURU i 2;

..................O jU N D /^ G ................... r v S lE .................. C iPO NDOK i i.................3;
............... lO iH riM IN ........................... ' M ^ L E ................ !;NE6L>v.............. : ! 

i ^
................l l 'l I'OKEt ....................... ;m a le ..........  1 CIPO NDOK 2 ■■■ ■■ rj jjr.[
................ i '2 | Iv iW N ; ................. ..... jiv^LE .................i C IPO NDOK 3 2 ‘
................13}H .'lv i^ 'SYUR ' ivlALE.......... PA13R!k ' 2:

U ID iD I  SUTVy^Di ivialLE.................... PAivlALAYAN 1..................3; i
............... 15 liYO N I^ M e SIMDA^GSAI^I ; 3!
................16' llROiNj iv iC E 'B E B E iW iA N ..... i V :
................17| W A N G ........................ f\4«iE IBAYONGBONG .................o':■  ̂\

i i T o m ............... 1............. 40'|

Ill tiiis first project will bcfirst explained about the properness Analisys 

for I (one) package and it is continue with tlie treasury Project for 40 

Package. It is mean to make the calculation much easier.



CHAPTERII. BACKGROUND.

A. NATUlUL RESOURCES

Bayoongbong is a Subclislrict, where tlie head Office of KUD 

Bayongbong located aiid it is distance is about 13 loii from Ganit regency or 

65 Ion from Capital city of West Java (Bandung).

Bayongbong is part of Garut Regen cy it is about 900-1400 abcve tlie 

sea level and tiie climate is very suitable for the dairy business development.

As the Bayonglbong has tvvo seasons dray season and rainy. The water always 

nm to all niral and remote places not mention tliat Bayongbong has Cimanuk 

river, which made Bayongbong as a place that never run out of water supply.

B. THE ECONOMIC AND THE PEOPLE.

About 85% people of Bayongbong are fanners or breeder and they are 

also work on Holticulturre ,Rice and Dairy Cow. In the niral area people only 

have a small piece of land to improve their daily business most of them vii'e 

poverty. Uieir average daily income is Rp. 5000.00/day.

C. AGRICULTURE PM) SUS'FAINNABLE OF NATURE RESOURCES

Most of the agriculture business in Bayongbong are be able to run aticl



grow well; such as : Rice (Irrigated Rice Field), Horticulture business Like : 

Cabbage, beans, maize, potatoes, pumpkins, oranges etc.

Most of tlie fanners have tiie experience working in agribusiness 

especially in Dair^' business. Hiis is reason why I make a proposal for this 

Project in order to improve their Dain,' Business.

D. KOPERy\SI UNIT DESA (VHAGE UNIT COOPERATIVE) 

BAYONGBONG.

KUD Bayongbong was esihablished at 1973 was placed at 

Bayongbong, Garut, west Java provincy, Indonesia.

KUD Bayongbong is viiage unit cooperative ,tiiis is cooperative of 

prnnary/ sosiety level intlie rural are multipurpose and have 9500 people of 

members witli 10 busines luiits, tliey are ;

1. milk unit production.

2. Saving and loans.

3. Small shop

4. Ho Iticultural

5. fed mill luiit

6. Collecting elecli'icity bill



7. 'flielephone for call 

8 Fertilizer.

9. Rice.

] 0. Credit for fanner.

from tiie all, milk production is the main busines imit for KUD 

Bayongbong, about 300001t/day was colected from dairy fanners member, 

who spread from many village, tlian KUD sold to milk facton,  ̂ in Jakarta .

(Jakarta is the Capital Coimlry of Indonesia, about 400 Km from KTJD 

Bayongbong).

MILK PRODUCTION UNITS.

KUD Bayongbong started to improved Daiiy Catle Busines since 1980.

vvitii 950 head of cows that import from Australia with Govennent facilities.

Than on 1986 and 1989 import again 325 and 450 head of cow from New 

Zealand untill now KUD Bayongbong have 5070 population of cow.

Dairy cow was growing w'ery well in KUD Bayongbong area because 

tliere are many factor support for tliat and tlian support for dairy busines 

cooperative,:



a. Fanner knowledge about dair^' catle was improve with tiieir experience an. 

extention ser\'’ice from KUD & Goveminent.

b. Good land condition.

c. Good market condition/ good demand.

all thougiit the dairy catie in KUD Bayongbong was improve but the 

population of dairy cow per farmers is ver}' small tlie average is about 2-4 

head of cow per farmer member. So llie KUD have progranie to add tlie 

population per farmer in order to malce increase their income.

POLICY OF GOVERMENT

The Govemient have policy for support tlie coops in order to improve 

cooperative busines. The gorment provide facilities llie coop with joint 

venture betvven the coops and BUTv'IN (Business hititution belonging 

Goverment) the BU?vlN give credit to KUD witli low interest of loan, cind KUD 

Bayongbong have chance this credit facilities with D^WAMON BANK 

INDONESIA.



CHAPTER IE TT-IE PROJECT

THE PURPOSE OF PROJECT

llie main purpose of the dairy busines development are :

a. To use unproductive land.

b. To support govennent programe to make people eat more protein source 

animal consiimtion.

c. To minimaize dairy cow import fi'om otlier coimtjy.

d. Provide job and less the urbanisation.

e. Increse income farmer members.

FEASEABHnY ANALISYS.

Environment Aspect

- 900 -1400 m up of Hie sea

- Temperature about 16-25 C

- Enought land for grass.

vvilli Dairy cow business so farmer members v»fill use the unproductive land.



The characteristic of tJie fanner members in KUD Bayongbong ai ?- tlie 

sell the after weaning calps (about 4 montlis old), Hiis habit meke decrease of 

income farmer members. If the tlie fai'mers sold tiiis calf imtil 1,5 years old so 

the fanners will have more income.

The farmers sold young calf because Uiey did not have more capital 

,tliey are poor people and tlicy need money soon for daily cost lifes.

Economic and sosial Aspect

Technical Aspect .

Dairy cow business begin on 1980 since KUD Bayongbong import 

dairy cows from Australia and the govenneut support them.

Depaitement of live stock and Department of cooperative , 'fhey are 

putlogetlier always give advace and extention about cooperation organisation 

and about dairy cow business.

KUD Bayongbong make course program to inhance laiowledge fanner 

members.



CHAPTER IV. D E i m S  OPEMTION. 

FINANCE ANy\LYSlS.

1. Dairy cow purchasing___.

Development of daii^'business will use tlie local dair '̂ cow, Lliat their 

mothers are dair}' import from Australia or new Zealand, tliat was provided in 

Ganit or west Java province, than local area dairy cow price is cheep than 

dair}' cow import witli the quality is almostsame witli dair>' cow over the seas.

Three monlli dairy pregnant witli price Rp. 2000.000.00/head cow 

must provide, for this programe.

2. Housin^^Stable__.

Cow stable must be prepare before dair '̂ cow credit was come. 

Cost of the cow stable are ;

Land 1,5 mx 2,5 m = 25.000.00

Woods Im  cubic = 125.000.00



Marlcet Aspect

KUD Bayongbong have cooperation with milk factory iHciuslr}', like 

PT Lndomilk, PT Bendera/F/I for along time, and now KUD Bayongbong will 

malce contract witli PT Nestle to sell milk liquid from KUD to PT Nestle. This 

good Opportunity for dairy' milk business, so there is no problem for the 

fminer members to sell liieir milk, because market situation is very good.

oooOOOOooo



Rock s-aiid 1/2 Tnick = 30.000.00

Brick rock 400 = 20.000.00

Cement balls = 50.000.00

Roof zinc 4 pieces -  40.000.00

Labour 2 day s = 30.000.00

Total stable cost -  320.000.00/covv

/Vfter seven years liie cow stable aiid laiid will have value/salvage 

llp.96.000.00/stable. Depreciation 10%/yeai-.

3. Milk sell

Fanner members will sell tlieir milk to KUD Bayongbong in colecting 

center that was propived in everi fanners group, then KUD Bayongbong take 

the milk with track to cooling center in KUD and then KUD sold tlie milk to 

milk factory in Jal^arta.

Tlie milk price oftliis year is Rp. 600/lt, with assumption that pr, ce 

will increase Rp.25/lt fi-om Uie last year price.



On the first year tlie fanner must be wait for six montli iintill dair^̂  

cow parturition.

Dair}' cow will produce the milk for 305 days with 2 months dry cow 

periode per year.

Average production is 12 It/'day/oow Hien will increase about 1-2 It/day 

for t-he ne.xt year, imtil 4 year, then milk product will decrease , tliis 

assumption can look on table.

4. Calf production__

Every ye^F dair '̂ cow will iiava 1 (one) calf then farmer members can 

sell witli Averege price is Rp. ‘100.000.00/calf with assumption lliat price will 

increase Tp. 50.00.00/calt^year

5. Concentrate/feeder

KUD Bayongbong provide tliis concentrate for cow and send it to 

every groups fanners menibersi.and then fanner members repayment acouiited 

by tlieir milk.



Dairy cow needs about 6 kg/’day/covv or 0,5 from tlie milk 

produce/day. For this year the price of concentrate is Rp.300/kg, vvitli 

assuption tlie price will increase Rp.lOylcg ever}' year.

6. Grass.

Every farmer in fact, liiey can provide Hie grass by them self, they 

looking for grass to the land grass or the sidex forest, this sisteni we call cut 

iuid c ;iny .

For inal<e easy on tlie cost analyze we have assumption tliat tlie price 

of grass is Rp.20/kg and every day dair^' cow need about 50-75 kg grass.

7. Medicene .

For Their health, dairj' cow need about Rp. 4.000/lieaii/month for buy 

tlie medicine, altliouglit KUD provide veterinary senace.

8. Repairing Stable .

Cost for repair their stable, fanner members have experience and tlien

their can repair Uiem self, cost for repair need about RpJOOO/stable/montli. 

with assumption,this cost will increase Rp. 100/year/stable.



Base on Govemieiit Department of live stock siin^ay and experience in 

dairy business, tiiat one farmer can talce cm-e mininiimi 5 (five) head of cow 

tlian it’s call one packet.

Labour payment is counted on minimimi regional payment witli 

assumption increase 10% every year.

Tliis year in Garut minimum regional paj'ment is Rp. 5000/day/people

9. Labour cost

{{{{(({(ii-------------------- f --------------------------------------------- V( Vi Vi Vi Vi



Assumtion : __________
Avetage production (liter) 12. 14 15
Milk price/lt (Rp) 600 i 625 650

16 15 14
675 700 725 '750

Feeder/day (kg) 7.5 7.5 6.5
Price/kg 300! 310 320! 330 340' 350, 360

Grass (kg) 75; 75' 75, 75 75; 75, 75
Price/kg 20, 25' 30' 35 40 45 50

Labour costyday 5000’ 5500 6050 6655 7320.5. 8052.55 8857.805
Repairing cost for stable 30001 3100' 3200 3300, 3400 3500 3600

Long term loan repayment & interest schedule on interest 14% siading
Year 0
Loan I ate in the beginning
Interest payable
Repayment of principle

XX

i 0000000
1308333
1428571

II IV V Vi VI i
8571429 7142858 5714287' 4285716 2857145 1428574
1109722 925000' 725000; 525000 325000 125000
1428571 1428571! 1428571 1428571 1428571 1428571
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B U S IN E S S  L Y Z E  F O R  5  H E A D  C O W  { O N E  P A C K E T )

REQUARETMENT
Miik selling 
Caff selling

year Q year 1 year 3 _  y e a r4 _  year 5 _____ year 6
6390360 12943437.5, U 4 2 /t )a d h '5975900

year 2 year 7
15532125 ,15014387 .5

2000000 2250000' 25000000 2750000 3000000 3250000
14422688

3500000 '
Salvage head cow and stable 3480000.

Total selling 8390360 15193437.5' 39422688 18725900 18532125;18264387.5 21402688
Cost

Concentrate/feeder 1647000 3309250' 3660000 4026000 3888750 3736250 3568500
Grass 2700000 3375000: 4050000 4725000 ' 5400000; 6075000 6750000
Medicine 250000 275000, 300000 325000 ' 350000 375000 400000
Labour cost 1825000 20075001 2208250, 2429075 2671982.5 2939180.75 3233098.8
Repairing stable 180000 186000' 192000 ’ 198000, 204000 210000 216000

insurans 175000 175000' 175000 175000 175000 175000 175000

Total cost 5777000 S327750' 10585250 11878075 ' 12689733 '13510430 .8 , 14342599
Profit 1613360 5865687.5, 28837438 ' 6847825 ' 5842392.5  4753956.75 ' 7060088.7
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DAIRY BUSINESS ANALYZE FOR 40 PACKET <200 HEAD CO W )
year 0 year 1 ;year 2 year 3 year 4 year 5 _ ŷea r̂ 6 year7

Purchasing head cow 400000000
Repairing Cow Stable 65000000 ,
working cap margin 1 '
interest during purchase i i
(1 mont) 4700000;

469700000
........ ...7 '

J i ■ , ' . . '

S a le s ; , ,
Sales Milk ■ 255614400 517737500 5769075001 639036000 621285000' 600575500 576907500
Sales cow 80000000 90000000 ,100000000 ' 110000000 120000000' 130000000 140000000,
Salvage of cow Sstable ■ . . . .  |. 139500000,

Total Sales 335614400 607737500 676907500 749036000 741285000 730575500 856407500
Cost production: ' , '

Konsentrat/feed 65880000 ,132370000 , 146400000 ’ 161040000 155550000' 149450000 142740000'
Grass ' 108000000,135000000 162000000 189000000 21600QOOO' 243000000. 2700C0000
Medicine , 10000000 11000000' 120000001 13000000 14000000! 15000000 16000000
Cost of labour - 73000000. 80300000! 88330000 ' 97163000 106879300 117567230 129323953

Stable service 7200000, 7440000 7680000; 792000ff 8160000 8400000 8640000
1 1 1 1 1 1 ’ , „ .
' i

Insurans 7000000' 7000000 7000000 7000000 7000000 ' 7000000 7000000

Total cost 271080000 '373110000  423410000 ' 475123000 507589300, 540417230 573703953
Profit bofore depreciation 6^534400 234827500 253497500 273913000 233695700, 190158270, 282703547
Depreciation 46500000 ' 46500000 46500000 ' 46500000 46500000 46500000 ' 46500000
Profit a lter depreciation 18034400' 188127500' 206997500, 227413QQ0 87155700 ’ 143658270' 236203547 _  ..
Interest on long term loan 52333333, 44333333, 36333333 ' 28333333 ' 20333333* 5611111, 55555,
Profit before tsx ■ -34298933 143794167*170664167 ' 199079667, 166862387, 138047159, 236147952
income Tax 15% 0 21539125 25599625 29861950.1 25029355.1 20707073 .85, 35422198.S

................................  ...................... ! ? ? . . . .

Profit after tax -34298933. 122225042 '145064542 , 169217717 141833012* 117340085.2 200725793
469700000' 7 1 7 3 4 400 '22049 8375 '23557 7875 251971050' 216826345 ' 177851196.2 ' 255921348'



interest factor p i /14% 0 909 0 826 0.751 0.683 0 621 0.564 0,513
469700000 65206569 6 182131658 176918984 ' l7 2 0 9 6 ? 2 f 134649160 100308074.6' 131287652 962598325

N’PV 492898325 = 962598325 - 469700000

,
Assumtion
Averege production/day 12 14 15 16 15 14 13
Miik price/lt 600 625 6 5 0 ’ 675 700 725 750

* ,
Feeder/cow (kg) 6 7 7.5 8 7.5 7 0.5
Feeder price/kg (Rp) 300 310 320 330 340 350 360

i
Grass (kg) 75 75, 75 75 75 75 75.
Grass price/Kg (Rp) 20 25 30 35 40 45 50

;
Labour cost/day 5000 5500 6050 6655 7320.5 8052.55 8857.805.
Stable repair cost 3000 3100. 3200 3300 3400 3500 3600

- '
,

Long term loan repayment & interest schedule on interest 14% siadinq i
Y ear O 1 II III IV V VI V II
Loan rate in tlie  beginning 400000000 380598933;285714286 228571429 ’ 171428572 114285715 571428581
Interest payable 52333333 44333333 ' 36333333 28333333. 20333333 5611111 55555,
Repayment of prlRciple 19401067 94884647' 57142857 57142857 57142857 57142857 57142857,

diferent 1i

,
Working Capital reqt

feed 65880000 132370000:146400000 161040000 155550000 14S450000 142740000
Grass 108000000 135000000 162000000 189000000 216000000 243000000, 270 00000 0 ’

total raw  material ’ 1738S00D0 267:'? C-000’ 308400000 350040000 371550000 392450000 412740000,
'

’
total Current Asset 173880000 267370000 308400000 350G40000' 371550000 392450000 412740000.
20%  total current asset 34776000 53474000 ' 61680000 70008000' 74310000 78490000 82548000



marnin ' 82548000 82548000 82548000 82548000 82548000' 82548000 82548000.
working cap loan reqt 91332000 184822000 225852000 267492000 "'289002000 309902000' 330192000
interest rate on working ■ ,

capital loan 0% 0% 0%' 0% 0%' 0%, 0%'
interest on working capi
tal loan 0 0 Os 0 0 0,

: '■ ■ •.........................;..................... .̂......  : .....................; ---------- ---------?................. . :
....... ...........  ...  ........... - ............ .......■■■’.......... ..........1 ........... '.......................■■......... .

Cost of capital ; ' i * i
Equity 65000000 65000000 65000000- 65000000 65000000 65000000, 65000000;
net cash flow !469700000 71734400: 220498375-235577875' 251971050 216826345: 177851196' 255921348:
less interest repayment ■ 52333333' 44333333' 36333333 28333333 20333333 5611111; 55555
principal 19401067; 94884647 57142857 57142857 57142857 57142857' 57142857
Net cash surplus 
Debt

0 81280395'142101685 166494860, 139350155’ 115097228; 198722936
400000000 342857143 285714286 228571429 171428572 114285715 57142858

interest on debt 14%

weight cost of capital 0.120430108 0.1176883 0.114053 0.10900243 0.10151057, 0.089243028 0.06549708,
! . 0.102489206, , ' , ■

Share capital 0% ■ 65000000 <
Debt 400000000 , '
Interest ! 14%'

■..... • ■■ .......  ----------
j '

weight cost of Capital : 0.8516074; ‘ ’ !
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Year Cash flow Present Value Present Value Present Value ,Present Value IRR
Int factor @ !0% Int Factor @ 11%
@ 10% @  1 )%

0 -469700000 -469700000 -469700000
1 71734400 0.909 65206569.6 0.901 64632694.4
2 220498375 0.826 182131657.8 0.812 179044680.5
3 235577875 0.751 176918984.1 0.731' 172207426.6
4 251971050 0.683 172096227.2 0.659 166048922
5 216826345 0.621 134649160.2 0.593 128578022.6
6 177851196 0.564 100308074.5 0 .5 3 5 ’ 95150389.86
7 255921348 0.513 131287651.5 0.482 123354089 .7 ’

962598324.9 929016225.7
NPV 962598325-469700000 = 492898324.9 0.146774125
IRR 962598325-469700000 X 1% + 10 =: 10,15

9625S8325-929016225
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CHAPTER I 

SUMMARY

North B andung Dairy Co-operalivc (K PSBU : Kopcrasi Pclernak Sapi 

Bandung Utara) is a single purpose dairy co-opcralive.

KPSBU is situated in Leinbang Subdislrict. Lembaiig is a subdislrict 

regency about 15 km North o f  Bandung in Wcsl~.lava Indonesia. 

Lenibang die llil! area and the altitude is about 1200 m eter above sea 

level near m ount Tangkuban Parahu. The area tem perature  range about
I

17- 18 "Celcius. The relative humidity range is 60% -70%  and the 

rainfall range is about 1800 mm - 2500 mm per year. T he C lim ate in 

Lem bang  is suitable for dairy farming, crops, p lantation, and 

holticulture.

The main activities o f  K PSBU are :

1. Collecting and selling dairy cattle Milk which are p roduced  by the 

members.

2. Loan and savm g

3. Animal health services

4. Artiilcial insemination services

In 1996 the dairy cattle population was about 10605 heads and the 

M ilk production was about 27,375,000 litre/year.



In 1997 K PSBU was established as a centra! o f  Dairy F arm ing  area with 

the purpose o f :

1. P roviding dairy farming area.

2. Im proving dairy farming sistem

3. Inc'rcasing Dairy Callle Poinilalion.

4. Increasing Quality and Quantity Cattle Milk.

In order to achieve the 4"’ object, I am p lann ing  to develop  a project on 

dairy feeding mill. This small yet im portant project will becom e part 

and parcel o f  the my organization on going  m ain p r o je c t .

The need o f  this project is that a present suffic ient and quality  feeding  is 

not available for dairy cattle. That is way, the production  o f  m ilk  and 

health o f  cattles is not good. This em phasises  the im portant o f  concepts. 

M y target is to form dairy feed mill W hich  will p roduct quality  feed. 

T his  will be provided at minimal posible  cost to the m em ber  farmers. 

The feed mill ensure bahinced diet to the cattle besides increasing 

jTroduclion o f  milk. I'he nuiin com ponen  o f  milk production  is feeding 

Therefore , providing a lowest price with good quality o f  feedstu ff  by 

better distribution system would be a great and positip  effort and  will 

solve many problems that existing now. 1'he p rogram m e o f  feed mill 

im provem ent and distribution o f  K PSB U  Central Farm ing  A rea has 

m any advantages, i.e :



a) G ives the farmers an optimal and constant feed quality  o f  the low est 

cost per feed unit vvith m aximum yield.

b) Creating  an increasing demand for concentrate, e ftlc ien t o f  raw 

material procurem ent and operation, increasing the present capacity  

o f  production. Increasing the present capacity o f  feed mill and there 

after w ould gradually  utilized the excess.

c) I las establish an efile ient feed distribution system to farmers.

The main target o f  those above advantages is to increase the incom e o f  

the farm er by reducing  or stabilizing cost o f  m ilk  p roduction  and 

increasing the quality  and the yield o f  milk.

In 1997 the iTiem bers  o f  KPSDU Lem banu is 3860 farm ers m em ber  

consist o f  576 female 3284  male. Population o f  dairy cattle is 10,605 

consist o f  4 ,864 lactation , 8 89 drycows, 2 667 heifers , 2 191 calfs. Each 

dairy generally  needs concentrate  and grass 3%  and 10% o f  its w eight. 

The use o f  consentrate  depends up on the farmers condition . The 

generally  use 1 kg consentrate for calf, 1.5 for heifers, 8 kg for 

lactation, U5 kg for dry lac ta tion .

In 1997 the milk price from the private milk factory to the co -opera tive  

that is RP. 720/kg  (average). The sale price depends on the con ten ts  o f  

Fat and SNF. One gram o f  fat price Rp. 5.! 7 and one gram o f  SNF price 

R p 3 . l .



CHAPTER !I 

INTRODUCTION

L BACKGROUND

The Republic Indonesia 1945”s ConsliUilion iirlicle 33 (1) said : The 

econom y shall be organized as a jo in t  endeavor based upon the principle 

o f  brotherhood.

T he  article above stated the basic o f  econom ic dem ocracy  production is 

carried out by all for all under the leadership  or control o f  the m ember 

o f  society, not prosperity o f  the individuals. T he Ibrm enterprise is 

conform itry  with that the Co-operative.

N oith  B andung Dairy Co-operative (K operasi Peternak  Sapi Bandung 

Utara : K PSBU ) is a single purpose dairy C o-operative. K PSBU is 

situated in Lcm bang subdistrict regency about 15 km north o f  Bandung 

in W est-Java Indonesia. Lcmbang is the hill area and the altitude about 

!20() m above sea level near m ount 'I 'angkuban Parahu. The area 

tem perature  above 1 7 - 1 8  "C. The relative hum idity  range is 60% -70%  

and the rainfall range is 1800-2500 m m /year. The clim ate in Lem bang 

is suitable for dairy farming, corps, p lantation and horticultura.

Dairy farming in North Bandung was introduced at the end o f  19''' 

century  by dutch societes. After Indonesia declared its independence, 

dairy  farm ing activities were continued by local farmers. There were



no im provem ent at that time because due to the m in im um  know ledges, 

capab ih ties  and no dairy organization were establised. T he mili<. 

production o f  individual farmer were sold to the milk co llectors and the 

price was determ ined by the collectors.

KPSE^U was registered as a co-operative organization with the legal 

G overm ent registered num ber : 4 8 9 1 /B H /D K -10/20 date on A ugust, 8"' 

1971. The m ain object o f  KPSBU in general is m ak ing  im provem ents  

o f  m em bers  welfare and their societies through dairy business 

developm ent activities that carry out.

The m ain activities o f  K PSBU  are:
I

1. Collecting and selling dairy cattle milk which are p roduced by the 

m em bers.

2. P roviding dairy cattle feed to the farmers.

3. Loan and saving.

4. Providing dairy cattle loan for the members.

5. A nim al health services.

6. Artillcial insem ination services.

7. Providing medical health for the m embers and their families.

8. Extension.



2. Area o f  Project

Location o f  Central Farming Area in C ikalong  W etan Subdistrict, 

B andung  Wesl-Java Indonesia. "I'his Project consist are W angun Jaya 

village, (kinjar Sari Village, Cipta Guniali Village and M andala 

M ukti Village. This are covers : 400 Ha.

K PSB U  Central Farming Area in C ika long  W etan is 40  km from 

KPSBIJ Head Ofllce in Lem bang and 22 km to .lakarta. C ikalong 

W elan siibdistrict is the hill area and the altitude about 750 meter 

above sea level. The area tem perature  range .about 20-30 "C. The 

relative humidity range is 60% -70%  and the rainfall range is about 

1800m m -2500m m /year. The clim ate in C ika long  W etan is suitable 

for farming, crops, plantation and holticulture.

3. The Population Growth o f  Cows and  Farmer

From year to yeai- the population o f  dairy cow s bussines grows. This 
bussines is very benefical for the farmers and it is not seasonable , also 
is an essential source for them  to support their family. As a result the 
num bers  o f  the farmers increase average everyday 1 m em ber b u t the 
cow s relative constant per years.

I'ABLl'! I . I'ho Population o f  M em bers  (I 'a rm crs)  o f  KPSBU

Year 1991 1992 1993 1994 1995 1996

Population 2.156 2.148 2.448 2.840 3 .216 3.860



4. D aily  Cows Feeding

Feed cost represent very important aspect o f  the total cost m ilk 
production. Gross clTiciency oi' milk production is greater  for high 
p roducing  cow s bccausc u lower proportion o f  total feed intake is use 
for m ain tenance o f  the cows.

The farm ers has to provide average y kg consentrate for lactation milk 
cow s per day, if  a lactation is given 1 kg o f  concentrate  it m ay produce 

liter m ilk  perday, it should  be given 7 kg o f  concentrate . A heifer 
or a dry lactation is suppose 2 kg consentrate perday, to m ake it well 
prepared for breeding. A bull needs only 1 kg consentrate  perday.

Table 2. Population o f  Dairy Catle KPSBU Lem bang

Tahun 1991 1992 1993 1994 1995 1996

Population 7.983 7.728 9.142 8.124 ■ 9.225 10.60

5

Table 3. Dairy Cattle Im port Credit

Bank Year Heads Rupiah Explanation

BRI 1979-1983 2.709 991.117.900 Paid

B U K O PIN 1987-1988 500 624.651.400 Paid

BRI 1989 150 251.898.000 Paid

.1 u m 1 a h 2.359 1.867.667.30

0

Paid



5 . D airy Production

In. 1997 milk pruduce 75.000 litre per day from 5000 head 

dairy lactation. The average production is 15 littre/cow/day. This 

am ount 15 lilte/caw/day is considered under op tim um  production o f  

Frissian Holstein dairy cow. This is caused by lack ol' good 

m anagem ent o f  the farmers, and the difHculties is geting  high quality 

o f  consentrate and the continuity o f  giving it to the cow s. •

Table 4. N4ilk Production Per Dairy Cattle (1995)

Milk Production (littre per day) Heads Prosentage

> 2 0 38 3.7

15 - 20 286 28

10 - 15 591 58

< 10 105 10.3

J u m 1 a h 1.020 100

8



Table  5. M ilk  Produclion and M arketing (Million Litre)

6. Processing and Marketing.

Year 1991 1992 1993 1994 1995 1996

Produclion 15.1 17.1 20.5 21.0 24.0 24.8

M arketing 15.0 17.0 20.5 20.6 23.8 24.5

7. The Infrastructure

The co-operative has dairy implements which are com ple ted  enough  

to support its opereational tasks. This can be seen from the fo llow ing 

properties it has :

T A B L E  6. I ’hc 8nfnistriickirc

No. Items A m oun t C ap a c i ty
1. Land 31 unit 60.153 M '
2, Officc building 1 unit 4.000 M-
3. Cooling unit 14 unit l.OOOM-
4. "Milk Truck" (S50() kg 9 unil 76.500kg
5. "Milk Truck" 3()()0 kg 8 uuil 24.000kg
6. "I'ccd C'atllo Truck" 6.0()()kg 7 uuil 42.000kg
7. Moloi’cyclc 29 uuil -
S. V\'arc hi>usc 1 unit 920 M ’

............



8. PRO BLEM  FACED BY SO C IE T Y

The feed mill activity is depend  on the prov is ion  o f  inputs w hich 

prim arily  is wheat pollard or rice brand. G overm en t has given subsidies  

on selling wheat pollard with the system  to the farmer through KPSBU .

O ver the years, the dependence o f  feed mill on the usage o f  wheat 

pollard is gelling biger and biger. hi addition the feed mill needs biger 

w'orking capital, so at the end mil! faced the fo llow ing situation :

a) At the beginning, the procurem ent o f  w heat pollard was based on 

U P S ’s quota and later was changed to K PSB U  quota.

b )T h e  high dependence upon wheat pollard, because beside the price 

relatively much cheaper with high constan t quality. A lso because  it 

is palatable for their cattle.

c) W hile rice bran as a pollard substitu te is seasonal w ith  the h iger 

price, and fluctuable quality.

d) According to the goverm ent policy, every mill which receive 

pollai'tl tjuola, has lo supi')ly conccnlrale  to ihe farm er at a I'lx price, 

bul in ihe other hand the cost o f  product was necessarily  high, due 

lo ihe problem o f  indegenous material availability  such as copra 

cake, mai/.e and rice bran.

e) Nol adequate \vilh ihe fund purchasing  I'aw material on Ihe cash 

payment such as wheal pollard .

10



9. N E E D S A N D  JUSTIFICATION

Base on above mentioned problem, K PSB U  have to defined

strategy and choosing  alternative viz :

a. I’stab lish ing  Dairy Cattle I’eed Mill in Kl’SBU central daii'y 

farm ing in C'ikalong Wetan subdistrict Bandung W est Java..

b. Cuting  dow n the production cost by enhancem ent activ ities  such as 

rice bran and cake during  the peak season.

c. Im proving  the d istributing system by provision transporta tion  to 

obtain better price for existing volume o f  feed handled.

d. The p rogram m e surely will change the socio - econom ic  condition  

o f  the farm er to be better than the existing one, w hile  the feed mill 

p lant still has the benefit.

e. The cash fiow calculation is presented in annex 1. It is positively  a 

profitable p rogram m e, which is :

IRR ■- 24.29, N P V a t  1 X % disc. R a le - - R,,. 68,193,1 73.-

B/C ratio at 1 8 % discount rate = 1.23

Pay - back periode at 18 % disc. Rate = 8 years.

/ /



CHAPTER III 

THE PROJECT

3.1. The Objective

By establishing a (bed mill, the ibllow ing advantages may be gained.

® To increase pm duelion and impi'ove the quality o f  dairy product 

o To increase the farmers incom e by reducing the cost o f  feeding 

© To maintain the stability o f  the feed prices

® To increase the cooperative activities vv-hich one oriented to the 

raising o f  farmers income .

3.2. A rea  o f  Operation

This project is located in C ikalong W etan in Bandung  District 

(K PSBIJ Central Dairy Farming), it operates for own farmers, consist 

o f  22 Village, 8 sub district, 2 district.

I'here is a road connected to the main high way o f  B andung Jakarta. 

Therefore raw materials as vvellas product can be transported easily.

■ 12



I . Com ponen Activities 

i\. Miii'kcling survey

b. I'cod mill consullancy

c. I'eecl Processing Equipment

d. Production Activities

2. C om ponent T im e

a.Time and Phase Plan.

b.Project implem entation schedule.

3.3 Project Com ponent

Table 7. Formula o f  cattle fe e d  concentrate :

No. N am e o f  
5nf>iTt!ic!s4s

Composition
(% )

Price (Rp/Kg)

1. Wheal Polhiiil 45 1 12.20
C\ipra C'akc 13 250.00
Palm Oil C'akc 13 155.00

4, Rica Rran 13 130.00
S. Kapook seed C’akc 6 150.00
6, i'ish N4cal 1 800.00
7. Mineral Vilainin 5.5 375.00
8. M ai/e 3.5 350.00

13



2, Processing

The raw materials, either dry m atter o f  fresh, process should be dried 

first. The grinding machine then will process them  into pow der 

matter. However, the raw m aterials  should  be cleaned first to provent 

the rough materials from being ground because this m any break the 

machine. Powdered conccntrate is kept in silos. 'Fhc llve/six kinds o f  

raw material are pul into the mixer.

W ithin a certain period o f  time if the concentrate  has been 

hom ogenious the mixer will stop w orking. T he feed concentrate  is 

then packed in 50 kg plastic bag and rady to distribute to the farmers.

Chart of Processing

14



Conscnlra lo  marketing is done by the coopera tive  by 

enclosing it in the m ilk  price (market monopoly). T he farm ers receive 

paym ent from C oopera tive  every fifteen days. T he m ilk  is purchase 

at Rp 720 /liter. The price o f  feed from private factory is Rp 300,- 

/kg. W hile  the C ooperative  sell it at only Rp 200 ,-/kg. T he  farm m crs 

not to worry aboiil the conccnlrate bccaiise it is availab le  in the 

Cooperative.

1. Preparation o f  general plant.

H Preparation o f  official proporsal

H A pproval by cooperative representatives and  Board o f  

Directors.

2. Purchasing  o f  Land.

H Land is already available.

3. Loan.

a  Propai’al ion o f  loan plant  

H  O b ta in ing  aj-jpoval IVom the governient.

S  Signing o f  loan contract.

3. Marketinf*

15



4. Building Contraction.

® Design and preparation o f  building site.

H Construction o f  tlie building.

5.O rdering machinery equipm ent

o Ordering the machinery.

® Purchasing the equpm ent

6. Education and Training o f  s ta f f

^  Preparation o f  operation manual 

® 'T rain ing  staIT

7. Test working/trial production

8. Formal operation

The general progress o f  work is :

® D evelop o f th e  land it will take 3 month

S  Instalation o f  plant and machinary and other accessories  etc. would 

be com pleted by 10 months.

16



CHAPTER IV 

DETAIL OF OPERATION

4 .1. I'inie sind Phase of Plan

1'ho projccl would be iinplcmcnlccl in 6 month o fco n lin u o u s  work 

which uiclude :

♦ Project designing

♦ A pproval by the chairmEin o fK P S B U

♦ Fund collection

♦ Tender for civil construction  and its flnalisation 

Table 8. Project Im plem entation Schedule

C O M P O N E N T /M O N T H 1 2 3 4 5 6 

1 2 3 4  12  3 4 1 2 3 4  1 2 3 4  1 2 3 4  1 2 3 4

a.Detailed survey Id*

b. I,and DcvelopinciU

c. Building. Storages &Onice

d 1 leeti ieil\ SuppK

e Piociiieiueiil ol'M:\ei Silo

and (inndei

r 1 ahoialoi) 1 i|iiipinenl

g Mi\ei' Insiallalion * + + >► + >♦«

h Aeess lo.id I’.iiking

i Ol'llee 1 ciuipnienl

j.Tiuci< Pioeurenient

iv.Production trial

17



1. Pra Operalive : Project Implemenlatioii Schedule

2. Operative 10 years

3. Phase o f  1/.valuation

4.2. Source o f  Fund

The total finance that is proposed  to be com e from Bank Indonesia is 

R p.300,000,000 over 8 years periode to cover the investment. In 

order to execute the program smoothly, there are two key point must 

be taken into account. Firstly the investm ent cost which is very 

im portant for providing the equ ipm ent and o ther fascilities. Secondly 

the w orking  capital which is very im portant for starting  the comercial 

business. W ithout these two, the p rogram m e will not be run or the 

program m e will stay as a course reported and noth ing  is implemented.

Phase of Plan

! 8



Tabic Q. Cost Specification

4.3. Cost Estinmies

Items , , Total Cost ^Cost . 
(. 0 0 0  )

Invcs tm t 'n t  :

•  Liind Already Available

® I.iincl I)c\ 'clopmcnl (Acccss Rdiicl clc.) H.OOO

® • Ikiikliny (IMaiil tV: Slni-;igc)

® Mixer, silo and (Irinder

•  I landling and storages equipment 

» Laboratory and sol'tware

•  Generator

•  Feed truck

•  Ol'fiee furniture

•

12().()00

50.000

6.500

10.000 

3,000

10,000

30,000

2.500

•  Miscellaneous &. C’onlingeney (10% 
from above)

® Consultancy, i’relim. Rxp. Inel interest 
capitalized

•  Margin money (or working capita!

24,000

5,000 

3 1,000
rOTAI, 3()0,()()()

19



O R C .A N IZ A T IO N  A N D  M A N A G E M E N T

4 J .  Systeni o f  O rgju iiza tio ii

The project’s organization can not be separated from the 

Cooperative organi/,alien. It is the m anager w ho is able to carry out 

the activities, due to manager has ah-eady available, and then they 

w ould be assisted by the staff.

4.2. F u n c tio n  o f  O rg a n iz a t io n .
I

T he  function the organization is carriyng  out the  task g iven  by the 

m em bers to advance the cooperative and increase their income.

The board o f  directors arc chosen by the m em bers  together with the 

m anager act as the executor o f  the cooperative activities.

CHAPTER V

2 0



O R G A N IZ A T I O N  S T R U C T U R E  O F  K P S B U
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EXSTEWSION,-

4 . 4 S ta ff  R equirem ent and W orker (incremental ) 

T A B L E  10 ■ W orker Watzes Expenses

Personal N o .

Head o f  Feed 111 ill D \ii 

Ivxtcntioii Woi'ktM' 

Supervisor 

I’lanl Oix'ialor 

UiiskillL'd I.abour 

BlmicIIis. Allowance 

& Incentive

Monthly Salary Annual ly Sa la iy

200 . 000 . - 

1 5 0 . 0 0 0 . -  

200 , 000 . - 

250 . 000 . - 

600 . 000 . -

10 %

Total

2. 400 . 000 . - 

1, 800 , 000 . -

2, 400, 000 , -

3, 000, 000 . - 

7, 200, 000 . -

1,680,000 . - 

18,480,000
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CHAPTEi^ VI 

FINANCIAL ANALYSIS

1. _Basic Assunilion

I'ccd Mill minimal will covers 5 villages in C ikalong Wclan 

subdistrict. Num ber o f  farmers : .20.0

N um ber o f  cows : r 7.‘̂ o ( lactation )

1-eed requirements/cow/day average 7 kg.
(

So, daily requirements o f  feed =  (.1 = 12,1 80 kg.

Yearly requirement o f  feed = (12 ,1  80)*{365) =  4 ,445 ,700 kg.

-  4 ,46 M T

A dditional cows to be given to farmer = 7

Feed requirement for extra cow ( 7 i '^ ) ’'‘'(7 )*(365) =  1 ,824,2 /0 .-

folal requiremenl o f  feed = 6,271 MT.

A ssum ing  300 working days in a y e a r ;

Daily production = 6271/300 =  20.90 M T.

A ssum ing  2 shift operation, i.e. 15 effective hour/day.

H ourly production = 20.9/15 = 1.39 M T./ hour.

22



E s t i m a t i o n  o f  P r o j c c t  C o s t .

T A B L E  1 L B n v e s t m e i i t  

L a n d  h a s  a l r e a d y  a \ a i l a b l c

I loins Rp. ()()() . -
I.Miul I)L'\clopmciU H.OOO.-
Building (Plant & Storage) 120. 000 . -
Mixer . silo , and grinder 50. 000. -
Handling & storage oquipmenl 6, 500, -
Laboratory equipment 10 ,000 ,-
Com puter t\nd so ft wear 3,000,-
Generator 10,000,-
Feed truck 30,000,-
OlTicc furniture 2,500,-
Miscellaneous & C'onlingency ( 1 0 %  iVom above) 
Consultancy + preliminary Expenses including interest

24,000 ,-

capitalized 5,000 ,-
Margin money o f  working capital, 31,000 .-

TO 'fA L 300,000 .-

T A B L E  12. D epreciation

Assot su b je c t  (o Deprociiilion l.iff D epr . rsiff
Land de \e lopnienl X , ()()() , - - -

Building t  Civil Construclitin 120 . 000 . - 20 5 %
Machinery i i 'urnilure 82 .0 0 0  . - 10 10 %
i'Ced truck 30 .0 0 0  . - 5 20 %
Preliminary l-xp . + Consultancy 5 . 0 0 0  , - to be amortized over

10

23



TA B EL 13. Pi'odiiclion Cost / ku. O f  Feed 

A . V a r iab le

Raw Miitcrinl Price C’oniposstion

Wheal l>ollard 
C'opra Cake 
Palm Cake 
C'liocolalc Skin 
Kapviok Seed Cake 
I'ish Meal 
Min " Vil 
Maix.e

1 1 2 .2  
250 , ( 
155 . ( 
i;^() . (
1 50 . ( 
SOO , ( 
375 . ( 
350 . (

45 . 0 %
13.0 %
1 3 . 0  %
1 3 . 0  '!•(> 
{) . 0 %  
i . 0 "/,) 
5 . 5 % 
3 . 5 %

1 6 9 .9 2  %

W. I\)llard rraii.sporlation 
Raw Malerial Price 
Packaging 
Power & I'Liel 
Handling

5 . 85
1 75 . 77 

7 . 70 
1 . 00 
1 . 53 

- f l 8 6  . GOTotal Variable Cosi / kg.

B . Fixed C osts  ( f irs t  vcar'l

Wages & Salaries 
,'\dn>inis(ralion 
Mainlaineiiee i Repair 
Depreeialion
Inleresl on Work in Capital 
Inleresl on long rem i Loan 
Miscellaneous

16 , 500 , 000 . 
X ,-IOO ,0 0 0  . 
9 . ()()() , 000 . 

As jX'r ( 'aleiilal 
As |K-r Calculal 
As per Calculal 

2 . 500 , 000

24



TABLE 14. W ork ing  Ciipifal

Workiii” Ciipitiil Rcqiiireiiicnt at Full C ap. (10,500 
MT.)

( R p . )

/ 2 Month requirement o f  raw material 
Month salaries , wages .
maintainenee i- repa ir .  Miscellaneous ( \ca r  4 tii) 
NUinth Power ani.1 I 'ucI 
/ 4 Month Packaging Materials 
/ iS Month (appox. ?i days) I'inished goos iincnt

76 . 897 . 187 . 50

3 . 906 . 670 .87 
875 , 000 . 00 

1 , 684 , 375 . 0(J 
20, 175 . K59 . 38

Dial VVoiking Capital Re(.|uiremeiU 103,539 .092 . 74

M argin M oney for W orking Capital (30 %) -  3 1,061, 727.82

Say 31 ,000 ,000 .00

Inlcre.sl on W orking Capital 18 %

Interest rate on Long term loan =  20 %

Long Term  Loan (Investm ent) Rp 300 , 000, 000, 00

T A B L E  15. D E P R E C IA T IO N

Year Ikiilding (A) I’ liint Aquip 1 M achine(li) Truck ( ( ’ )

Depivciatc Book Val. 1 )c|ircciate Hook Val. I)cprec . Hook Val
0 - 120, 000 - 82. 000 - 30. 000
1 6. ()()() 114.000 8. 200 73 800 6. 000 24, 000
") 5. 700 108. 300 7. 380 66, 420 4, 800 1 9, 200

5. 415 102, 885 6.642 59. 773 3. 840 15, 360
4 5. 144 97. 741 5. 978 53. 800 3, 072 12,288
5 4. 887 92, 854 5. 380 48. 420 2, 458 40, 000
6 4. 643 88. 2 1 1 4, 842 43, 578 8, 000 32, 000
7 4 ,41  1 8 3 ,8 0 0 4, 358 39, 220 6, 400 2 5 ,6 0 0
8 4, 190 7 9 .6 1 0 3, 922 35, 298 5, 120 20, 480
9 3.981 7 5 ,6 3 0 3, 530 3 1 ,7 6 8 4, 096 16 ,384
10 3. 781 71. 848 3, 177 28, 592 3 ,2 7 7 13 ,107
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Salvage Value end oC I 0 years -  152 ,609 . 12

(A + B I- C -I- Land + Margin M oney Ibi' W orking C’apita;)

* l 'he  I'riiek Will be soldal end o f  5 years al about value, and new 

truck will be bought al Rp. 40, 000, 000

2 ^



T A B L E  16. L O A N  R E P A Y M E N T  S C H E D U L

Yoiir .oan Amount Iiilcrcsl PaM iiciU Principle’ R cpaym cnl liahincc lo I.oan

4
5
6
7
8
9
10

300
270
240
210
ISO
150
120
‘)0
60
30

. 000 
, 000 
. 000 
. 000 
. 000 
, 000 
. 000 
. 000 
. 000 
. ()()() 
.000

48 . 000 
43 . 200 
38 .4 0 0  
33 . 600 
28 , 800 
24 . 000
19
14
9
4

200
400
600
800

30 . 000 
30 . 000 
30 . 000 
30 . 000 
30 , 000 
30 . 000 
30 , 000 
30 . 000 
30 . 000 
3 0 ,0 0 0

270 
240 
210 
180 
150 
120 
90 . 
60 . 
30 .

C a sh  Flow fo r  D isco u n ted  M e a su re  o f  P ro jec t  W o r th

Cash in How P . A . T  . + Depreciation + Interest o f  L . T  . Loan 

Prelim inary exp. + Consultancy

P . A . T . = Profit After Tax L . T . =  Long ferm
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TABLE 17.

Year !n\oslincnl ( 'ash
Inllow

Ncl Cash 
Now

0 - 300 . 000 0 300 . 000
1 0 68 . 942 68 . 942
-1 0 7() .9 1 7 76 .9 1 7

0 S4 , 6X3 84 . 683
4 0 92 . 206 92 . 206
5 - 30 . 170 8 7 ,6 3 1 57 ,461
6 0 83 . 648 83 , 648
7 0 7 8 .2 2 7 7 8 ,2 2 7
S 0 72 . 4.'S2 7 2 .4 5 2

0 6 6 ,2 7 1 6 6 .2 7 1
10 0 59 , 630 2 1 2 .2 3 9

Salvage Value 152 . 609 M

T A B L E  18.
Year Net Cash 

1‘lovv
D . !• . at

2 0 %
P . V . at

30 %
D . !• . at

30 %
P . V . at

30 %
0 300 . 000 1.0000 300,000 l.OOOO 300,000
1 68 . 942 .8333 57.451.67 .7692 53.032.3!
2 7 6 .  017 ,6944 53.414.58 .5917 45,513.02
3 84. 683 .5787 49.006.37 .4552 38.544.83
4 92 . 206 .4823 44,466.65 .3501 32,283.90
5 5 7 .4 6 1 .4019 23.092.15 .2693 15,475.83
6 83. 648 .3349 28.013.47 .2072 17,329.83
7 7 8 .2 2 7 .2791 21.831.84 . 1 594 12,466.82
8 7 2 .4 5 2 .2326 16.851.05 .226 8,881.87
9 66 . 271 .1918 12.843.84 0943 6.249.37

10 2 1 2 ,2 3 9 .1615 VK277.H3 .0725 15.395.45
Nl'V 41,248.45 41.248.45 54.826.79

IR R  -  20  +
4 1240 A

V 41240 + 5 4 8 3 8 . 

20  +  4 ,29  

2 4 ,2 9  %

(30  - 20)

2cS



The project is therefore viable

Lets evaluate N PV  and B/C Ratio at 1 8 %  discount rate 

T A B L E  19.

Y car

_ - - -  

I 

>
4
5
6
7
8 
9

10

PV at

Net C ash

’ - m k ' i u o o  
6,S/M2 
76.91 7 
S4.6.S3 
92.206 
57,461 
83,648 
78,227 
72,452 
66,271 

212,239
68,93.17

I ) . F .
lit O.IK

P .  V .  iit 0.18

-  M){) ()()() 
58.425.42 
55.240,59 
5 1,540.69 
47.558.85 
25,1 16.58 
30.985.78 
24,557.55 
19,275.03 
14,941.29 
40,551.39

68,193.17
8 %  discount rate =  68 . 193 . 17

B / C  Ratio at 18 % discount rate = 368 . 193 = 1. 23
300 , 000

At 18 %  discount rate, the pay - back pcriode 8 years 

Pre.scnl Value al 1 8 % for 7 years 293 , 42.^ . 47 

Present Value al 1 % for 8 years "^12, 700 . 49

To Calculate  B . L . 1̂ , suppose we consider the case o f  3th. Year 

C ontribution/K g ' (Selling - Variable Cost ) == 200 - 186 “  Rp. 

14

'I'olal I'i.xed Costs in 3 “'. year -  109 , 140 , 000

B. E. P. =  7 ,  7 9 5 ,  714 Kg

7 ,  7 9 5 .  71 M T
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= 7. 795 ,7 1 4
10, 500, 000

7 4 . 2 4  % o f C a p a c i l y

Availability o f  Funds for Kepaynicnl o f  Loan Installm ent + Interest 

Funds Available = PAT + D epreciation +  Interest on Long 

Term  Loan + Preliminary Expenses A m ortised  

T A B L L  20.

Year l.oan Inslalimonl 
1- Inlcrc.sl on 1 .oan

I'unds
Available

Debt Scrvicc ( '(wcragc 
Ratio (I)SC'K)

1 78 . 000 68 . 942 0, 88
2 73 . 200 76 ,9 1 7 1. 05

68 , 400 84 , 683 1 . 24
4 63 . 600 92 ,2 0 6 1 .45 .
5 58 . 800 57 ,461  * 0 98
6 54 . 000 83 , 648 1 . 55
7 49 . 200 78 , 227 1 . 59
8 44 .4 0 0 72 ,4 5 2 1 . 63
9 39 , 600 6 6 , 2 7 1 1 . 67

10 34 . 800 59 , 630 1 . 71
* A lter  less 30 , 170 , required to pay for the new  truck, after selling 

the old truck

** Funds not adequate to service loan during  these, and repaym ent 

will be atTecled. Lxtra short term borrow ing  will be nccessary.

3 0



c h a p t f :r  viB 

RKCOlMMKNOATiON

1. The I^roject may last in 1 0 - 2 0  years

2. From the previous calculalioii, it can be seen the average sale price o f  

conceiilrale from the cooperative is Kp. 200 .-/ kg, com pare  to 

Rp.350.- / kg. - the factory (prival) sale price. C onsequen tly  the 

expenses for concentrate  can be reduced by Rp , 1 5 0 . - /  kg. O r 75 %.

3. The financial analysis  reveals that the total investm ent cost is Rp.

300,000, 000. The IRR is 24.3 % and the Pay - back periods o f  

about 8 tears and B/C Ratio is 1.23

4. IRR is 24.3 %, is h igher than Bank Interest (0,3 % ) and the pay- back 

periods o f  bout 8 years is shorter the project life periods o f  I 0 years. 

Therefore, it is reasonable  that this project should be carried out.
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P R O J E C T  O F  F E E D  M I L L  P L A N T  

C A S H  F L O W

D E S C R lP T iO N Y EA R

In vesm ent Rp 300  000
0 1 2 3 4 5 6 7 8 9 10

C apac ity  f.rTA 'ear 2 0 0  00 10,5 10,5 1 0 5 10,5 10 5 10 5 1 0 5 10 5 10 ,5 10 ,5
C a p a a ty  Utilization (% ) 70% 80% 90% 100% 100% 100% 100% 100% 100% 100%
Producrion (M T ) 7 35 8,4 9 ,45 10,5 1 0 5 1 0 5 1 0 5 1C £ 10,5 10,5

S ales  R evenue (R P  0 0 0 )
S ale  of Feed  (R P /k g ) 1 ,470  000 1 680  000 i.eg-Dooo 2 ,1 0 0 ,0 0 0 2 ,1 0 0 ,0 0 0  2  100 000 2 ,1 0 0  0 00 2 lOOC'OG 2 10 0 ,0 0 0 2 ,1 0 0 ,0 0 0
S ale  of Empty Bags 10 11 12 13 13 13 13 13 13 13
Total R evenue 1 ,480  000 1 691 000 1,902  000 2 ,1 1 3 ,0 0 0 2 ,1 1 3 ,0 0 0  2 113 0C<j 2 113 000 2 ,1 1 3  000 2 ,1 1 3  0 0 0 2 ,1 1 3 ,0 0 0

V an ab le  Cost
Manufacturing C o st(R p /kg ) 184 40 1,355 ,340 1 548 960 1,742 580 1 936 ,2 0 0 1 ,9 3 6 ,2 0 0  1 936 200 1 936  200 1,935 2CC 1 9 36  2 0 0 1 ,9 3 6 ,2 0 0
Handling Cost (R p /kg ) 1 60 11,76 13,44 15 12 1 6 8 16 8 1 6 8 1 6 8 16 8 1 5 8 16,8
Tota l V an ab le  Cost (R p /kg ) 186 00 1,360 100 1,562.400 1,757 .700 1 ,953 ,000 1 ,9 5 3 ,0 0 0  1 953 000 1 953  000 1 953 COC 1,953  000 1 ,9 5 3 .0 0 0

Fixed Costs
W a g e s  S alaries ! 10% incr A 'r) 1 10 16,5 18,15 19 965 2 1 ,9 6 2 24 158 26 573 29  231 32 154 35 369 3 8 ,9 0 6
Adm in isfration(5%  incr A 'r) 1 05 8 ,4 8 82 S 2 6 1 9  724 10 21 10 7 2 ’ n  257 ',1 82 -.2 ^11 13.131

M aintenance+repair{icrs  '0 % /Y r ) 1 10 9 9 9 10 898 11 979 13,177 14 455 15 944 17 538 1 S 2 9 2 2 1 ,2 2 2
Depreciation 20  2 17 83 ' 5  897 14 194 12 725 17 485 15 159 13 232 1 ' 606 1 0 ,2 3 6
Prelim inary Exp +Consultancy 500 500 500 500 500 50C 500 500 500 5 00
In terest on W orking Capital 7 5 1 5 9 356 11 2 02 13 052 13 116 13 185 13 26 13 434 13 434 13 ,533
In terest on Long T erm  Loan 48 4 3 ,2 38 ,44 33 6 28 ,8 24 1 9 2 1 4 4 9 6 4 .8
M iscel'aneus (1 0 %  incr A 'r) 1 10 2 ,5 2 ,75 3 ,025 '3 ,3 2 8 3 66 4  026 4 429 4 8~2 5 359 5 ,8 9 5

Total Fixed Cost 112 ,615 110 556 109,14 108 338 106 346 110 985 108 99 107 859 107 571 1 0 8 ,1 2 3

Profit Before C ost 285 1 8 0 4 4 35 16 51 ,6 6 2 53 654 49  015 51 01 52 141 52  4 2 9 5 1 ,8 7 7
T a x  (1 5 % ) 0  15 43 2 707 5 274 7 ,7 4 9 8 048 7 352 7 652 7 521 7 864 7 ,7 8 2
Profit A fter T ax 0 85 242 15 337 29 886 4 3 ,9 1 3 45 606 41 663 43  3 59 44 32 44 565 4 4 ,0 9 6
C um ulatif C ash Flow -300 -2 3 1 ,0 5 8 -154  141 -69  458 22 748 80 209 163 857 242  084 314 536 3 80  807 5 9 3 ,0 4 6
Discounted C um  C ash Flow  
Discountea P ay-B ack  Periode

-300
9

-242  548 -1 8 9  134 -140  127 -9 5  661 -72  569 -44  556 -22  724 5 74 6 97 4 1 ,2 4 8

C um  C ash F low  @ 3 0 %  
IR R  BCR  
24  29  1 23

300  
N P V  at 20  
41 2-48 45

-246  968  
30%  

-54  826  79

-201 455 -1 5 3  171 -1 3 0  887 -1 1 5 4 1 1 -98  OSl -85  614 -76 734 -7 0  483 -5 4 ,8 8

P age 1



P A R T IC U L A R  Januan Pebruari M arch Apnl M ay June July A ugus' S ep ie-noer O ctober N opem ber Des
C ash  R eceipt 100 112 5 122 5 122 5 122 5 127 5 127 5 12" 5 ' 2 -  5 127 5 127 5
from  sales  
Purchased of

MONTHLY CASH BUDGET FOR THE FIRST YEAR

M anufactured 92  2 103 725 112 945 112 945 112 945 117 555 117 555 117 555 ~ 355 117 5 55 117 5 55
D irect Labour 800 800 800 800 800 800 8 00 500 800 8 0 0 8 00
O ver H ead 2 125 2 125 2 125 2 125 2 125 2 125 2 125 2 125 2 125 2 125 2 125
Adm inistration 700 700 700 700 700 700 700 ~00 700 7 00 7 0 0
S ales  expenses 42 42 42 42 42 42 42 42 42 42 42
Intersf exp 735 735 735 735 735 735 735 735 735 735 735
Total C ash 96 602 108 127 117 347 117 347 117 347 121 957 121 957 121 £57 - 2 '  957 121 957 121 957
disbursem ent

Deficit / 3  398 4 373 5 153 5 153 5 153 5 543 5 543 5 : - 3 5 543 5 5 43 5 5 4 3
Surplus
C um ulatif 3 3 98 7 771 12 924 18 077 23  23 23 773 34 316 39 S59 - 5  “ 02 50 945 56 4 88

P ag e 2
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(I)

1. This project is to construct the Rubberwoocl Sawmill, where rubberwood logs are 

being processed to sawntimber, and it will be implemented by the Negeri Sembilan 

Rubber Smallholders Corporative Ltd. in the state of Negeri Sembilan.

2. The objectives of the project are to create another source of income to the 

corporative through rubbenwood sawmilling by using raw materials which can be 

obtain from the members.

3. The total investment of the project is RM328.000 and will be supported by the 

corporative fund RM78.000 and bank loan RM250.000.

I

4. The capacity of the project is to process 21,600 m3 rubberwood logs and to 

produce 6,480 m3 sawntimber per annum. The price of rubbenwood logs is RM80 

per m3, meanwhile the price of sawntimber is RM450 per m3.

5. The construction work will begin in Jun 1998 until Disember 1998. The factory will 

begin it’s operation on Januari 1999. Term of project operation will be 5 years which 

will end in Disember 2003. .i

6. The major components of rubberwood sawmill are :
1

- Building, bendsaw, grading centre, logs depot, sawntimber depot, dipping area, 

saw sharpener area, burning area, office and a store.

7. 17 people will be employed as regular workers, and 13 workers will be employed 

based on wages basis in two shift workipg hours.

SUMMARY
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8. Sawntimber wiil be marketed to the kiln dr>' factory, furniture factory and aiso to 

the moulding and joining factory.

9. The viability of the project as a financial analaysis are as follow :

a) Mat present 'yalue (9.15%) is RM 886,742

b) Intrenal; rate of return is 80.41%

c) Loan repayment in 5 years.

d) Break Point is RM 966,592 ini year one and .xM 1,067,535 In year 
rive.

e) Net Cash Flow is RM 255.719 in year one and ^5". 118 in yfiar five

10. Anyvvay tr.e ccmfnitmsnt of workers ana  mernirers and also the BOD wiil 

influence the progress and the success of the project.

11. Based on the market situation today, the project has a very good prospect in

future though it is av>.?are that the competition is slightly great.



Koperasi Pekebun Kecil Getah Negeri Sembilan Berhad or Negeri Sembilan Rubber 

Smallholders Corporative Ltd. founded in 1980. The main activities done by the 

corporative is helping the members in implementing the replanting for rubbers. The 

process of work involved are :

a) Falling off old rubber trees;
\

b) Land clearing;

c) Planting new rubber trees.

In the process of land clearing, rubber trees will be cut into 6 feet long and being sold 

to the sawmiller or other purposes. In certain condition, the rubber trees had to be 

burn.

Looking to the prospect of utilization of rubberwoods, the Corporative should think 

forward on how to manupulate the resources of rubberwood logs to sawntlmber on 

their own. It can happen if the Corporative are willing to set up a sawmill. The 

important issue here is how the Corporative should increase the value-added of the 

rubberwood from logs to sawntimber.
I

This project paper are prepared based on the intensive observation to the
*A

resources, supply and demand of the sawntimber at present and future estimate. 

Here with the project paper define the details viability of the Rubbenwood Sawmill. 

The Corporative Board of Directors should study, assess and justify the project 

correspondence in order to make the decision.

- 1 -
I

1. INTRODUCTION
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Malaysia is a constituational monarciiy under the Yang DiPertuan Agong (King), 

which are being elected from among the Rules Of The Nine Malay State, once in 

every five years.

The Malaysian Parliament consists of two houses that is the Dewan Negara (Senate) 

and the Dewan Rakyat (House of Representative). The Dewan Negara comprise of 

43 Senators who are appointed by the Yang Di Pertuan Agong and 26 members are 

being elected by the State Legislative Assemblies. The 180 members of the Dewan 

Rakyat are being elected in the General Election held once in every five years.

The present government are elected in the general election, and the ruling party - 

the Barisan National (National Front) is a caolation of various parlies representing 

the various races in the Malaysia.

Malaysia is one of the fastest economy developing today, and have been able to 

sustain the economic growth of about 8% for nine consecutive years. Total Gross 

Domestic Product (GDP) (at 1978 price) in 1995 is RM120.3 billion, increaser 9.5%.

Agriculture, forestry and fishery Gross Domestic Product (GDP) is RM16.4 billion,
(

increase 2.2%. Gross National Product (GNP) at current price in 1995 is RM202.5  

billion, increase 14.8%. (Refer Appendix 1).

In 1995, Malaysian population is 20.1 million, and contribute 8.1 million labour force. 

7.8 million are employed in various sectors. Percapita earning for Malaysian people 

are RM7.000 per annum.

Manufacturing or industrial sectors contribute RM39.8 billion to GDP in 1995 and 

has become one of the important economic key to the country. The Malaysian 

furniture industry experienced phenomenal change in the mid 1980’s following the 

successful utilization of rubberwood as “a newly discovered” resource.

2. BACKGROUND
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The processing of rubberwood is now a major component of the wood based 

industries especially for the production of furniture and reconstituted wood based 

products such as chipboard and iViedium Density Fibreboard(i\/IDF).

The largest group of users of rubbenrt/ood sawntimber is the furniture sector, and 

80% of the furniture exported in 1994 were of rubberwood based. In 1994, total 

value export of rubberwood furniture are RM1,130 million. Export value of 

rubberwood moulding in 1994 are RM146.7 million, and export of MDF in 1994 are 

RM 182 million. (Refer Appendix 2).

There are two government agencies under the Ministry of Primary Industries 

responsible to the industry :

1) Malaysian Timber Council

2) Malaysian Tim ber Industry Board
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3, N A T U R A L R E S O U R C E S

* The availability of rubberwood is higlily influence by the rubber areas proposed for 

replanting when the old rubber trees are no longer economically tapped for latex 

production. The average period for replanting is usually about 25 years, although 

in certain cases it may be until 30 years. i

* The smallholdings sector, which cover about 1.14 million hectars is largely owned 

by the Rubber Industry Smallholder Development Authority (RISDA), Federal Land 

Development Authority (FELDA) and Federal Land Consolidation Rehabilitation 

Authority (FELCRA). As for the estate sector, its ownership ranged between the 

public and private companies about 164,800 hectars.

* Table 1 indicate the total area planted with rubber trees by smallholdings and estate 

by states in Peninsular Malaysia in 1992.



Table 1
TOTAL RUBBER PLANTING UNDER SMALLHOLDINGS  

AND ESTATES IN PENINSULAR MALAYSIA  
IN  1992 (HECTARS)

State
RISDA

Smalholdings
FELCRA , FELDA

Estates Total

Johor

Kedah / Perils

Kelantan

Melaka

Negeri Sembilan 

Pahang 

Penang 

Perak 

Selangor 

Terengganu

256,500

121,200

91,100

18,000

88,700

146.300 

13,500

182.300 

6,500

91,600

9,700

4,500

1-200

10,700

300

22.500

500

4,000

29.500 

34,800

1,600

3,600

1,400

2,800

21,800 

46,500 

6,600 

6,700 

18,200 

25,900 

600 

21,400 

11,600 

5,500

310.500 

172,200

98,200

29,900

147,100

207,300

14.100 

203,700

21.100

103.500

1,015,700 31,600 95,500 164,800 1,307,600

(Sources : Malaysian Timber Industry Board)

According to the MTIB study, the conversion factor of 180 m3 rubberwood per hectare 

for the smallholdings sector and 220’'m3 per hectare for the estate are determined. 

The variation is due to the factors such as the quality and quantity of rubberwood 

available in both sector.

Total availability of rubberwood logs suitable for sawntimber production is based on 

the assumption that 20% or rubberwood are processed. Based on this convertion rate, 

the availability of rubberwood logs is 36m3 per hectare for smallholdings. To derive 

the supply of rubberwood sawntimber, the average recovery rate of 30% of logs is 

converted into sawntimber. It means that one hectare of rubbenwood can produced
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Under the replanting scheme in the country, RiSDA proposed 40,000 hectares are to 

be replanted every year. Based on the convertion rate indicate the supply of rubber- 

wood sawntimber is 432,000 m3 every year. It is estimated that about 86% of the 

total supply of rubberwood logs and sawntimber came from smallholdings, whereas 

the estate sector only contributed about 14%.
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4. S U S T A IN A B IL IT Y  O F  N A T U R A L RESO UR CES IN  THE P R O J E C T  A R E A

- RISDA in the state of Negeri Sembilan has identified about 88,700  

hectares of land planted with rubber trees. Out of that, 26,600 hectares are
I

more than 25 years old and due to replanted. Throughout the replanting scheme, 

the replanting targer of RISDA Negeri Sembilan are 2000 hectares of old rubber 

trees will be replanted yearly, which will be done by the Timber Latex Clone (TLC), 

and introduce hedge planting (increase planting capacity in the area). Estimated 

from 2,000 hectares the availibility for rub|)erwood logs are 72,000 m3 and can 

produce about 21,600 m3 sawntimber.

- 70% of the smallholders involved in replanting programme are the corporative 

members. Meaning that, the estimated 1400 hectares which follow the replanting 

programme own by the corporative members. 30% of the land are remote area, and 

lack of infrasturcture to bring out the rubberwood logs. Only 70%  or 980

hectare are available for rubberwood logs which can produce 10,500 m3 

sawntimber.

i\
- Until now, the corporative involved in helping the members in clearing the land for 

replanting, and at the same time doing arrangement trading rubberwood logs on 

behalf of the members.
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The rationale to the established mbberwood sawmill by the corporative are based on

the criteria below

5.1. R a w  M ateria l :

- Most of rubbenvood logs in Negeri Sembilan are supply by the smallholders 

which are also the corporative members. In this condition, the corporative 

are already involved in the trading of rubbenwood logs.

- The situation are clear now that there is no problem to the corporative in 

finding rubberwood logs as a raw material to the sawmill. Members are willing 

to give chance to the coprorative to take advantage, and hoping there is no 

manipulating in the price of the rubberwood logs.

5.2. D e m an d  o f  R ubberw ood S a w n tim b e r:

- Consumption of rubberwood sawntimber in 1995 for furniture is 492,800 m3
1

and moulding 278,400 m3. By the year 2000, the estimated consumption
t

for furniture is 796,000 m3 and moulding is 508,900 m3. Within 5 years 

increasing in consumption for furniture is 303,200 m3 and moulding is 

230,500 m3. n

- According to the MTIB, by the year of 2000, the estimated sawntimber 

production will be 1,332,000 m3 and consumption 1,305,000 m3 and export 

will be 40,000 m3. The figure show deficit in supply 13,000 m3.

5. PROJECT RA TIONALE
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5.3. Stab ilise  R u b b erw o o d  Log s Price :

- Through experience, smallholders or members of corporative cannot receive 

good price especially at the pick season of replanting. Buyers sometimes try 

to push to lower price and delay in payment.

- The problem can be solve where the corporative rubbenwood sawmill directly
!

buy from the members.



6. D E S IG N  C O N SID E R A TIO N

-  The design of the factory only concentrate on processing rubberwood logs to 

sawntimber. The operation of factory or sawmill influenced by two nnain factors :

a) Rubberwood are perishable items;

b) Supply of raw materials and marketing practices.

- The rubberwood fibres contains highly lactose and moisture which will cause the 

rubberwood to be slightly wet. The condition are very sensitive and can attract 

bacteria in a very short period. Bacteria infection can be avoided by processing the 

rubberwood within 14 days (from cutting day), and given chemical treatment. It can 

be stored for maximum 7 days and had to be dried by kiln dry process.

- To avoid destruction, suppliers should deliver the rubberwood logs not more than 5 

days after cutting, and sawmill can be process within 5 days. Further sawmiller

will deliver sawntimber to the buyer not more than 7 days after being process.
!

6.1. P ro je c t L o c a tio n :

-  The rubberwood sawmill or factory will be set up on a piece of land located at 

Kampung Kepis in the district of Kuala Pilah in the state of Negeri Sembilan.
'A

The land is own by the corporative 4 years ago. The land is a flat area with 

a road frontage. The border of the land is divided by a small stream. There 

is also an electric supply in that area. (Refer appendix 3).

- Located in a strategic place where most rubber area surrounds the district 

of Kuala Pilah. The situation give certain advantages to the factory such as :

a) Supply of rubbenrt/ood logs are easily obtain;

b) Process of delivery can be manage in a short period.

- 10 -
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- The nearest settlement area are around 1 kilometer from the site.

According to the environmental study, there will be no disturbance 

of environment nor the health of the society around.

6.2. S ca le  A n d  C om ponents :

- At early stage, the factory will be set up on half acre of land. The size of the 

factory can be hold of:-

a) One unit o f building 18m X 48m

b) 3 units of bendsaw

c) 2 unit of grading/quality control area

d) Rubbenrt/ood logs depot

e) Sawntimber depot ,

f) Cistern/dipping area

g) Saw sharpener area

h) Dust collecting/burn area 

I) Office

j) Store

- The design of the building are simple. It is just fixing roof without wall, looks 

like and open air concept, except for the office space 10m x 13m, store 6m x 

10m and saw sharpener area 6m x 6m. Setting arrangement for equipment 

and machinery as in appendix 4.
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The important component in processing rubberwood logs to produce 

sawntlmber are tine bendsaw. 3 units of bendsaw are fix besides other 

machinery and equipments as a supporting to the production. One unit 

of bendsaw can process 12.0 m3 of rubberwood log and can produce 

3.6 m3 sawntimber in 8 working hours per day. It means that in 8 hours 

capacity of sawmill available can manage to process 36.0 m3 

rubbenwood logs and produce 10.8 m3 sawntimber.

- The operation of sawmill proposed , run in two shift from 9a.m. to 5 p.m. 

and from 5 p.m to 1 a.m. So the consumption of rubberwood logs are 

72 m3,and 21.6 m3 sawntimber are produced daily.

- There are about 25 working days per month. Therefore consumption of 

rubberwood logs are 1,800 m3 and production of sawntimber are 540 m3 

per month.

- Estimated 5% of rubberwood logs supplied are spoilt, so the amount of

sawmill required roughly is 1970 m3 logs monthly.
I



6.3. O rgan isa tio n a l A rra n g e m e n ts :

- There are three important aspects should be given more attention in 

running the business. Determint that correlation between rubbenwood 

logs suppliers, sawmilling and sawntimber buyers influence the business 

totally. The relationship among them are as follows
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I
Rubberwood logs should be supply continuously in order to fullfil the 

requirement of the capacity of the sawmill as schedule. At the same 

time, supplier must follow the specification stated. In order to achieve 

the requirement, an agreement should be made between the supplier 

and the sawmiller for one year contract. Monthly order and schedule by 

the sawmill should be receive by the supplier one month in advance to 

make sure there is enough time to prepare rubberwood logs.

Sawmill should process rubberwood logs immediately according to the 

buyers description. To make sure both party benefited, an agreement 

concern of selling and buying should be made between the sawmiller 

and the buyer. The buyers should prepare monthly estimate 

requirement and to confirm ^heir order one month in advance.

As a conclusion, sawmill are permitted to prepare processing 

arrangement one month earlier after confirmation by the rubbenwood 

logs suppliers and sawntimber buyers.

Explicity sawmill operational structure are as shown in diagram.
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Manager

Manufacturing

Bendsaw Dipping General

QC Sharpener

Administrative

Purciiasing/
Selling

Account

Forklift General

Under manufacturing or production site, the link between them are divided 

into two ways that is ; horizontal and vertical correlation.

Direct process flow such as the bendsaw, quality control and dipping are 

catagorised as the vertical connection whereas the sharpener which are 

related to the bendsaw as the horizontal.

- The management team had to list down all the work process in order to 

achieve maximum productions.



- Generally rubberwood sawmill is a factory processing of rubberwood logs into

sawntimber. The final product of the manufacturing activities are sawntimber, one of 

the perishable item, valuable product and highly demand in the market.

7.1. O b jectives  :

The intention to develop the factory is to achieve the following objectives :

a) To create new source of income to the corporative through rubberwood 

sawmilling project by using raw material from the members.

b) To help the members (small holders) to obtain reasonable price of 

rubberwood logs without price manipulating.

c) To set up first strong based for the corporative to involve more seriously 

in the furniture manufacturing and down stream activities in future.

d) To fulfill the market demand of sawntimber.

7.2. S u m m a ry  O f M ain  C om ppnents :

a) Building : i

- The size of the building planned is 18m x 48m x 9m height whicli will be
I
1

able to accomodate an office (9m x 12m), a store (6m x 9m),

saw sharpener area (6m x 6m) and others for operational area without
1

wall.
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7. THE PROJECT



b) Bendsaw.

- There are 3 units bendsaw will be fixed including dust blower pipe to the 

burner area. Two bench will be set up near by each bendsaw for placing 

rubberwood logs.

- A bendsaw generated by one unit electric motor 25 volt, and one unit 

electric motor 10 volt for dust blower.

c) Grading Centre.

- Two grading centre will be set up nearby the bendsaw as to check the 

sawntimber. The equipment used are one cutting machine and one 

binding machine for each centre.

d) Dipping Area.

- One unit of cistern size 1,8m x 1.8m x 2.4m will be installed for chemical 

solution.
1

e) Saw Sharpener Area.
A

A good quality sawntimber can be produce by using sharp saw. For that 

purpose, it is very important to check and to make sure the saw is always 

in good condition. Three machines used for the purpose of sawing 

are the saw sharper machine, saw balking and saw welding.

-  1 6  -



f) Forklift.

This equipment are used for :

- Set up logs on bench nearby bendsaw.

- Transporting sawntimber to grading centre.

- Transporting sawntimber bundles to cistern and dipping process.

- Assemble sawntimber bundles at depot

- Lifting bundles into transport I lorry

- Others transporting usage

Only one worker will be require to handle this job at a time.

■ Details components and parts of machinery and equipments as shown in 

appendix E.

- Total cost involve to complete all equipments, machineries and building 

including earth work are approximately RM328.000.00
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7.3.1. Raw Materials.

Generally the corporative members are willing to supply raw materials or 

rubbenrt^ood logs to the sawmill. Estimated production rubberwood logs 

from members are 35, 280 m3 per year. But at early stage the 

requirement of sawmill to fulfill the capacity are 21,600 m3 per year 

(excluding estimated 5% rejected).

Corporative involved in delivery rubberwood logs to the sawmill, but 

in case of sawmilling purpose, assuming there are two different 

parties involved :

- 18 -

7,3. Detailed Features :

a) Corporative as a rubberwood logs supplier

b) Corporative as a sawmiller •—

Sawmill can only accepted rubberwood logs which fulfill the 

characteristics below;

a) Diameter of logs equal or more than 20cm. Rubberwood

are considered high density when achieve 20cm diameter and 

also profitable to process-for sawntimber.

b) There is no soft pith. Soft pith are not suitable for furniture.

c) Rubberwood cambium are not damage. Good tappers will not 

damage the wood cambium and they just tap the bark of the

tree for latex. Sometimes tapper did not handle the tapping
i

knife carefully which will due to the damage of the cambium. 

The effect is black stripe will formed inside and the part will 

swell.
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Sometimes the characteristics required are difficult to detect and 

therefore estimated 5% of rubberwood logs will be rejected.

Suppliers had to sellect only good rubberwood logs and deliver them  

to the sawmill at maximum of 5 days after cutting.

The price of rubberwood logs at the sawmill are RM80 per m3.



Rubberwood logs delivered are collected at the depot nearby the 

bendsaw machine and had to be process latest on day seventh after 

being delivered. The processing activity at the sawmill follow the 

steps as shown on the diagram below
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7.3.2. Processing.

Saw dust

Logs Depot

Bendsaw

Sawntimber

Burner^:---------------  Grading / QC

Dipping

Sawntimber Depot

-^ e lin ap

Before starting sawing process, the manager will decide the size and 

quantity of sawntimber that should be produce for the day and give 

the briefing to the bendsaw operator.



- 21 -

a) Sawing Process ;

- For the purpose of sawing, the rubberwood logs will be place on the 

bench nearby a bendsaw. Two operators doing their task each 

bendsaw. By standing at the oposite end of the bench, one operator will 

push the rubberwood log through the bendsaw and the other will pull off 

the sawn log which is now known as sawntimber.

- The sawntimber will be stack up on a platform, meanwhile the ‘selinap’

(rest of the woods) will be put at another place. Sawdust will be blown

through a blower to a burning area.i Each platform contain roughly 1 m3 

sawntimber and will be transfered to the grading area by forklift.

- Sawing process is being done according to the number of sizes that 

have been ordered such as 1” x 1 1/2” x 6’, 1” x 1” x 6 ’, 2” x 2” x 6 ’,

4" X  4” X  6 ’ e t c .

b) Grading:

- On the same day, sawntimbers will be check by two Quality Controller at 

a grading centre. Sawntimber will be examine piece by piece according 

to the quality standard.

The characteristics of good quality sawntimber are :

I) There is no black-stripe;

ii) There is no scars (earing marks);

iii) Without wood barks



- If it is found tiia t tlie re  are blacl< stripe or scars or wood barl<, that portion 

wilil be cut off and the good part will still remain.

-  S aw n tim b er that h av e  been  s tack  up to  roughly 1 m 3 (s a m e  s ize) will be  

tied  in bundle.

- The bundles therefore will be transfered to  the dipping area for chemical 

treatment.

c) Dipping Process

- To avoid bacteria infection, sawntim ber need to be treat by dipping them 

in a combination of chemicals :

I) P.C.P. Sodium powder;

ii) Borax powder;

iii) Lindance 20 EC

- A cistern contain of water which was added with sodium powder, 

borax powder and lindance 20 EC as solution.

- Sawntimber bundle will be soak in the solution in order to  absorb
'a

chemical for about ten m inutes.

- The bundles will then be place in an open air fo r 8 hours as a drying 

process, and after that will be transfer to the sawntim ber depot.
I

- The process is now finalized and sawntim ber are ready for market.
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For marketing purpose, an agreement had been signed by the sawmill 

and the buyers for one year contract. The sawmill should engage a 

contract with at least four or more manufacturers which operate on 

different functions. The identification of different manufacturers using 

sawntimber are : I

a) Kiln Dry factory

b) Furniture factory

c) Moulding and Joinery factory

The price of sawntimber are different according to it’s sizes as 

follows

Size_________________RM Per m3

1” x 1 ” 420

2” X  2” 470

3” X  3” 570

4” X 4” 640

Rate of consumption also different depend on it’s size:

Size__________________ % Consumption

1” x 1 ” 60

2” X  2” 30

- 23 -

7.3.3 Marketing :

3" X 3” and above 10



- The contract done would refer to the two variables above (price and % 

consumption). Estimated sawmill would supply sawntimberto achieve and 

fulfill the normal consumption. The average sold price are RM453.00  

per m3, (approximately RM450 per m3)
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Calculation :

Sawmill productions 6840 m3 per year.

Size_______ Price(Rm) % Consumption Product (m3) Value (Rm)

1” x 1 ” 

2” X  2" 

> 3” X  3”

420

470

605

60

30

10

4100

2050

690

Total 6,840

1,722,000

963,500

417,450

3.102,950

Average price = 3.102.950 
6,840

= RM453.64  

Approximately RM450.00

Note : The price and consumption percentage above based on 
actual market today.

7.3.4. Legality:

- The government rules had to be fulfill as a legal documentation 

as follows :

a) Business Registration of Peninsular Malaysia

b) Bendsaw licence - Forestry Department

c) Premise Licence - Local Council Authority

d) Manufacturing inspection - Labour Ministry



7.4. P ro jec t Im p lem enta tion  Plan

7.4.1. W ork Breakdown Structure :

Breakdown o f working structure for rubberwood sawmill are as follows:

Rubberwood Sawmill
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Level

Level I!

Level

Design Tender Construction 
& Winng

Recruit/ 
T  raining

Office
Equipt.

Tender

Order/Supply

1. Bendsaw/ 
blower eqp.

2. Sharpener 
tools.

Installation

3. Grading 
equipment.

4. Forklift.



7.4.2. Activities Lists :

Activity Duration
(weeks)

Immediate
Predecessor

A Legal acknowledgement / approval 6 -

B Land preparation 2 A

C Building design 3 A

D Tender of building 4 A.C

E Construction of building and wiring 10 B.D

F Tender of machinery and supply 4 A

G
1

Machineries installation 3 E.F

H Running test of machineries 1 G

1 Office equipment iv 2 E

J Recruiting & Training Employees 8 A

K Launching/Commision of factory 1 H, I.J



7.4.3. Network :
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B
2

11 13
6 9

C
3

6 9
6 10

F
4

19 23
6 14

J
8

19 27

13 23 23 25

E 1
10 / 2

13 1 23 25 27

23 26

\ G
/
\ 3

1

/

23

-  Maximum duration time : 28 weeks (7 months)
'A

- M anagem ent should pay attention on critical path : A, C, D, E, G, H, K

- At the same time management should prepare Gantt Chart and resourse estimation 
for budgeting.

-  The rubberwood sawmill project will begin Jun 1998 and the operation estimated is 
on Januari 1999.



- Raw material ; Rubberwood logs (year 1)
1

Quantity per annum : 21,600 m3

Price per unit (m3) : RM80.00

Total cost : Rl\/I1,728.00

Price increament predicted : 10% per year 

Payment in term of cash.
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7.5. Investment Of The Project:

Production : Sawntimber (year 1) 

Quantity per annum : 6,480 m3

Price per unit (m3) : RM450.00

Total Revenne

Sales credit

RM2,916,000

Price increament predicted : 8% per year

1 month

Total Projek Cost 

Building 

Earth work 

Machinery

Total

RM 150,000 

RM 5,000 

RM 173.000 

RM 328,000

Note : 1) Life span for building : 40 years

2) Depreciation rate for building : 2.5%

3) Life span for machinery : 5 years

4) Depreciation rate for machinery ; 20%
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The project financed by :

a) Bank loan , RM250,000

b) Corporative Fund : RM 78.000

RM328,000

Note : 1) Interest rate on Bank Loan : 12%

2) Payback term ; 5 years



- other Cost :
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Total/Annum(Rm) Remarks

1. Permanent sta ff;

Salaries

2. Contract w orkers:

Wages

3. Chemicals

4. Insurance

5. R epairs  Maintenance

6. Communication & Utilities

7. Electricity & fuel

8. Training

178,000

174,960

12,000

2,000

12,000

12,000

36.000

12.000

Yearly increament 3%

Yearly increament 2%

Yearly increase 5%

Yearly increase Rm2000

9. Others expenditures
(stationery, snack & tea, etc) 12,000

10. Staff facilities . 14,400 RM600 X 24 staff

- Project time frame 5 years (1999 - 2003) - operational stage.

- Early stage ; Construct of building, machinery installation started on

Jun 1998 - Disember 1998.



- Corporative Board of Director are the h ig liest post in the organisation which are 

responsible to the development and the  progress of the sawmill. The role of the 

BOD are to  determine the basic prinsiples to accom plish the objectives that has 

been implemented by the management.
1

I

- A  m anager are appointed to organise the  sawmill and accountable to  the 

organisation prosperity based on the  BO D’s intentions. M anagem ent strength 

and team  work will influence the success of the business. A t the sam e time 

the  sawmill should have clear organization structure as below :
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8. ORGANISATION AND MANAGEMENT

Supervisor

Bendsaw
O perator

QC Operator

BOD

IVIANAGER

General
W orker

Administration

Ge
Cl

neral
erk

Sharpener
Operator

Forklift
Operator

Account
Clerk

Purchasing/ 
Selling staff
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- The requirement of staff are depend on the working schedule.

On recomendation, the sawmill operation should be done in two shift 

and the staff strength are as follows ;

A) Manpower :

Job Task One shift Two shift

1 Manager 1 1

2 Supervisor 1 2

3 Bendsaw operator (3 machines) 6 12

4 QC operator (2 station) 4 8

5 Sharpener Operator 1 1

6 Forklift Operator 1 1 2

7 General Worker 1 1

8 Purchasing / Selling staff 1 1

9
A

Account Clerk 1 1

10 General Clerk 1 1

TOTAL 18 30

Bendsaw Operator and Sharpener Operator are contract basis.



- Sawmill operation in two shifts ;

First shift ; 9 am - 5 pm ; normal working hours 

Second shift ; 5 pm - 1 am

- W orkers will be divided into two categories ;

a) Normal working hours

b) Follow shift
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B) Working Hours

Job Task Normal Shift

1 Manager /

2 Supervisor /

3 Bendsaw Operator /

4 QC Operator /

5 Sharpener Operator /

6 Forklift Operator
A

1 /

7 General W orker /

8 Puchasing/Selling Staff /

9 Account & General Clerk /

Normal working days are 6 days a week form Monday 

to Saturday, except public holidays.



- 34 -

C) Sallaty /  Wages

- Sawmill applied two concepts of payment :

a) Sailary - fixed
b) Wages - based on commission of production

Job Task Salary/month
(Rm)

W ages/m3
(Rm)

1 Manager 2000.00

2 Supervisor 1500.00

3 Bendsaw Operator 12.00

4 QC Operator 750.00

5 Sharpener Operator 3.00

6 Forklift Operator 600.00

7 General Worker 500.00

8 Purchasing/Selling Staff 800.00

9 Account Clerk 800.00

10 General Clerk 600.00

- Others benefit to the staff are (permanent staff only):
'A

a) Bonus

b) Hospital benefit

c) Insurance

d) Yearly salary increament.

D) Training :
I

- Allocation for training are RM12,000 a year intention to 

improve technical know how and office management.
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9. PRODUCTION AND FINANCIAL RESULTS

a. Investment ,

The total project costs is RM328,000 and are divided to earth work RM5,000, 

set up building RMl 50,000 and macliineries RM173,000 (more details in 

appendix 5). The sources of fund for the poiject :

i) Corporative gi'ant - RM78,000

ii) Bank loan - RM250,000

Dank chargcs will be 12% interest and repayment schedule is 5 yeais witliin 

operation period. The average cost of capital is 9.15%.

I

b. Cash Flow

Details of cash flow are as follow in appendix 6, item B to L.

Net cash flow are :

Year 1 Year 2 Year 3 Year 4______ Year 5

255,719 273,131 288,636 314,078 457,118

Refer to NPV shown llie positive sign, and it is mderstood that tlie project aie 

v ia b le !

IRR is 8j<02% indicate tliat the project considered worthwhile.
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Details on the working capital requiiement are as follow in appendix 6.

Total working capital required are : ^

Year 1 Year 2 Year 3 Year 4______Year 5

2,327,160 2,528.379 2,752,934 2,979,231 3,250,471

Requii'ement of working capital supported by Hie bank loan at 10% interest rate, 

and coqDorative loan at 4% interest.

Refer to the ratio of the cuiTent assets to sales, in year one 0.67 and yeai' five

0.72, indicate tliat tlie project implementing conservative current assets policy.

The surplus cxuxent assets under it, enable to cope easily witli variations in sales, 

production plans and procurement time.

d. Break Even Point Sales

The calculation in appendix 6 shown tlie average ratio BEP compare to sales 

, more than 3 times.

Year 1 Year 2 Year 3 Year 4_____ Year 5

Sales 2,916,000 3,149,280 3,402,000 3,674,160 3,965,760
I

BEP Sales 966,592 992,221 1,021,814 1,052,442 1,067,535

Tlie figure above shown the profitability of tlie project.

Througli observation on tliree main indicators NPV, IRR and BEP, tlie project 

are relevant and viable.

c. Working Capital. ’



MALAYSIA ; MACRO ECONOMIC INDICATORS

1993 1994 1995

Population (million persons) 

Labour force (million persons) 

Employment (million persons) 

Unemployment (miliion persons)

19.2

7.6

7.4

3

19.7

7.8  

7.6

2.9

20.1

8.1

7.8

2.8

• NATIO NAL PR O D U C T 1993
Rm billion % change

1994
Rm billion % change

1995
Rm billion % change

Gross Domestic Product (GDP) 
at 1978 prices 100.6 8.3 109.9 9.2 120.3 9.5

Agriculture forestry and fishing 16.2 4.3 16.0 -1.0 16.4 2.2

Mining and quarrying 8.0 -0.4 '8 .2 2.5 8.9 8.4
\

Manufacturing 30.3 12.9 34.8 14.7 39.8 14.5

Construction 4.0 11.2 4.6 14.1 5.3 15.0

Services 44.4 9.8 48.7 9.7 53.2 9.2

Gross National Product (GNP) 
at current prices 153.5 10.7 176.4 14.9 202.5 14.8

Gross National Product (GNP) 
at 1978 prices 95.3 8.7 104.0 9.1 113.5 9.2

Aggregate domestic demand 100.2 9.2 113.3
1

13.1 129.8 14.6

Private expenditure 72.3 7.2 82.3 13.9 93.4 13.4

Private consumption 47.8 5.3 51.1 7.0 57.2 12.0

Private investment 24.8 8.9 31.1 25.5
1

36.1 16.0

Public expenditure 27.9 15.0 31.0 11.0 36.4 17.6

Public consumption 14.9 10.7 16.4 9.9 18.1 10.6

Public investment 13.1
0

18.0 14.5 10.6 18.2 25.5

Gross National savings 
(% of G NP) 32.2 34.5 34.2



EXPORT OF RUBBERWOOD BASED 
(MILLiON RM/VOLUWiE ’OOOWIS)

Appendix 2

Year Sawntimber Furniture iVlouiding MDF
IV13 RIVl IVI3 RM 1 IV13 RIVl M3 RM

1991 71.2 42.7 282.0 83.9 107.00 22.0

1992 38.8 23.2 405.0 92.0 98.6 36.0

1993 27.6 18.6 749.0 89.0 103.2 99.0

1994 45.3 35.9 1,130.0 94.3 146.7 182.0

(Source : Malaysian Timber industry Board)
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FACTORY MANAGEMENT

Appendix 4

A Logs Depot 

B Bendsaw 

C Grading Centre 

D Cistern /  Dipping 

E Sawntimber Depot 

W  Office 

X Store 

Y Sharpener 

Z Burner
Entrance



Appendix 5

DETAILS COMPONENTS AND COSTS

A. BUILDING

ITEM Size / Qty. RM / Unit Total RM

1 Building Construct. 18mx48m 80,000 80,000

2 Electrical Assemble - 30,000 30,000

3 Office 10m X 13m 10,000 10,000

4 Sharpener Area
1

6m x6m 2,000 2,000

5 Store 6m X 10m 3,000 3,000

6 Burner 1 5,000 1 5,000

7 Bench 10 500 5,000

8 Fence 180m 14,500 14,500

9 Cistern 2mx2mx3m 500 500

TOTAL
1

s.

150,000

Remarks : Life span of building 40 years.

B. EARTHWORK

Cost of clearing and leveling of land - RMS,000



C. M EC H IN ER IES

Appendix 5

ITEM Quantity RM/Unit Total RM

1 Sawing ;
a. Bendsaw
b. Electric motor 25 volt
c. Electric motor 10 volt
d. Blower

3
3
3
3

25,000
5.000
2.000  
3,000

75.000
15.000 

6,000  
9,000

Sub-total 105,000

2 Grading :
a. Cutting machine
b. Binding machine

2
2

3.000
2.000

6,000
4,000

Sub-total 10,000

3 S harpen er:
a. Saw ballancing
b. Saw sharpener
c. Welding machine

, 1 
1 
1

8,000
8,000
2,000

8,000
8,000
2,000

Sub-total 18,000

4 Forkiift 1 40,000 40,000

TOTAL 173,000

Remarks : Life span of machineries 5 years



Appendix 6

SI NO DETAILS YRO YR  1 Y R 2 Y R 3 Y R 4 Y R 5

A PR O JEC T COST
(5,000)

1 Earth W ork (150,000)
2 Building (173 000)
3 Machines (328 000)

Total Investment

B S A LES REVEN U E
6,480 6,480 6,480 6,480 6,480

1 Production (M3) 450 486 525 567 612
2 Price per M3 (RM) 2,916 000 3 ,149 ,280 3,402,000 3 374,160 3,965,760
3 Revenue

C C O S T O F PRODUCTION & SA LES

1 R aw  material
Consumption M3 21,600 21,600 21,600 21 600 21,600
Pnce per M3 80 88 97 106 117
Rav/ material cost 1,728,000 1 900 ,800 2 095,200 2 289,600 2,527,200

2 Salaries 178,800 184 ,164 189,528 194,892 200,256
3 W ag es 174,960 178 ,459 181,958 185,458 188.957
4 Chem icals 12,000 12,600 13,230 13,892 14,586
5 Insurance 2,000 2 ,000 2,000 2,000 2.000
6 Repair 8= maintamance 12.000 14,000 16,000 18,000 20,000
7 Communication & Utilites 12,000 12,000 12,000 12 000 12,000
8 Electricity & Fuel 36 ,000 3 6 ,000 36,000 36,000 36,000
9 Training 12,000 12,000 12,000 12,000 12,000
10 Facilities to staff 14,400 14,400 14,400 14.400 14,400
11 Others expenditures 12,000 12,000 12,000 12,000 12,000
12 Interest on working capital loan 218 ,753 237 ,667 258,776 280,048 305,544

Total Cost 2,412 ,913 2 ,616 ,090 2 843,092 3 070 290 3,344,943

D EARNING  BEFO RE DEPRECIATION, IN TE R E S T & TA X 503 ,087 533 ,190 558,908 603 870 ^ 2 0 , ^ 1 7 ^ \



SI. NO. DETAILS YRO YR  1 Y R 2 Y R 3 Y R 4 Y R S
E. DEPRECIATIO N

1, Building (40 yrs) 2.5%
2. Machines (5 yrs) 20%

Total depreciation

3,750
34,600
38,350

3,750
34,600
38.350

3,750
34,600
38,350

3,750
34,600
38,350

3,750
34,600
38,350

F. EBIT 464 ,737 49 'i,840 520,558 565,520 582.467

G. IN TE R ES T (Long-Term Loan) 30.000 25,278 19,986 14.065 7,431

H. EBT 434 ,737 469 ,562 500,572 551 456 575 ,036

1. TA X  (50%) 217 .368 234.781 250,286 275.727 287 ,518

J. EARNING  Ah 1 bR TAX 217 ,369 234,781 250,286 275 728 287 ,518

K. S A LVA G E VALUE , - - - - 131,250

L. N b l C A SH  FLO W  (E -J+K ) (328,000) 255 ,719 273,131 288,636 S '4 078 457 ,118

. M. N b l P R E S E N T VALUE @ 9 .1 5 % 8 8 6 J 4 2 —

N. INTERNA L RATE OF RETURN (%) 80.41

O. W O R K IN G  CAPITAL R EQ U IR EM EN T

1. R aw  material
2. Salary
3. W ag es
4. Chem icals
5. Others expenditures
6. Credit sales (1 month)

Total working capital

1 ,728,000
96.000  

174,960
12.000  
73,200

243 ,000
2,327,160

1 ,900 ,800
98,800

178 ,459
12,600
75 ,200

262 ,440
2 ,528 ,379

2,095,200
101,846
181,958

13,230
77,200

283,500
2,752,934

2 296.600  
1C4 901 
155 458 

13 892  
79 200  

3CS.180 
2 979 231

2,527 ,200
108,048
188,957

14,586
81,200

330,480
3,250,471

7. Loan from cooperative 10%  (interest 4%)
8. Loan from Bank 90% (Interest 10%)

232 ,716
2 ,094,444

252 ,93 8
2,275,541

275,293
2,477,641

2S7.923 
2 531.308

325 ,047
2 , ^ 4 2 4 ^



SI NO DETAILS YRO Y R  1 Y R 2 Y R 3 Y R 4 Y R 5
10 Interest on v/orking capital 

Coop Loan 
Bank Loan

Total lr:erest

9^309
209 .444
218 ,753

10,113
227 ,554
237 ,667

11,012
247,764
258,776

11,917  
263131  
280 048

13,002
292 ,542
305,544

P LONG TE R M  LOAN REPAYM ENT

 ̂ Loan ballance at 1 Jan
2 Interest rates (%)
3 Interest payable
4 Principle repayme'-i:

Total pa_,ment

250 ,000
12

30 ,000
39 .352
69 .352

210 ,648
12

25,278
44 ,074
69 ,352

166,574
12

19,989
49,363
69,352

117,211 
12 

1^ 065 
55 287  
69 352

61.924  
12

7,431
61.924  
69,352

Q VA R IA B LE COST 2 ,265 ,713 2 ,464 ,406 2 ,647,010 2 9C9 899 3 180,335

R FIXED  C O ST 215 550 215 ,31 2 214,581 213 292 211 ,372

S CO NTRIBUTIO N 650,281 684 ,874 714,990 " 5 -  261 785 ,425

T P /V  Ratio % ( /  ) —
22 3 21 7 21 0 20 8 1 9 8

U BEP F (RMl 
P /V  Ratio

966 ,592 992,221 1,021,814 1 025 442 1,067,535
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SUMMARY AND CONCLUSIONS

Today, Myanmar is endeaveouring to boost up the all-round 
productivity especially in basic agriculture economy, simultaneously 
attempting to establish an industrial economy.

It is still within ten years that the Myanmar economy has been in 
the process of transformation from centralized to market economy. So it is 
apt to assume Myanmar as in teething time in all fields of life. However 
developments are discemable all-round. The profile of a modem nation is 
emerging for all to see .

The project area is infact a district town with plenty of general 
resources. One of the four districts in Bago Division, Taung-ngu District is 
famous for general resources , such as agriculture, forest, mine and mineral 
and industry especially for agro-processing. Though small in related square 
mile, Taung-ngu District ranks second in ; important for the whole of 
Myanmar. Set on the main highway from Yangon to Mandalay, 
infrastructures are well looked after and institutions are relatively sufficient.

With the above mentioned background, reasons and considerations for 
choice of Taung-ngu area for the project can well be understood.

The project can be classified as nort sophisticated while objectives 
are both simple and easily realizable. Project' components are not numerous, 
costs and project phasing are realistic, providing for uncertainties and 
inflation. Plant inputs are of domestic origin and of easy availability. 
Product processing is straight forwards but the marketing will have to 
spear-head at the beginning. Financially a balance c£in be struck between 
equity and Bank loan. Conditions are very much favourable legally, socially 
and economically.

Established under 1992 Co-operative Societies Law, project 
implementing agriculture co-operative is well organized and plans are afoot 
to disseminate technical and management training. Though the head office 
of the syndicate is in Yangon, all its primaries are in project area. There 
may be some difficulties in marketing at the initial stage. It is however 
assured that farmers in general are used to bio-fertilizer, before the 
chemical fertilizer appeared in the market. So there will not appear any 
specific teclinical changes in all aspects as a result of the project. Risks 
may be very few and far between.

The project is technically feasible and economically viable. It may 
well serve the immediate interest of the Agricultural Co-operative 
Syndicate, its member societies in particular and general interest of the 
farmers not only within the environ of project area, but also of the whole 
of Myanmar.
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CHAPTER 1 

INTRODUCTION

The present project is prepared with the all-round assistance from 
office of the Htet Arkar Kyaw Agricultural Co-operative Syndicate in 
consultation with teclmical papers from Department of Co-operatives. It is 
intended to be an excrcise for participant in (Twelfth ICA- JAPAN Training 
Course on “Strengthening Management of Agricultural Cooperatives in Asia) 
as well as authentic document for implementation by Htet Arkar Kyaw 
Agricultural Cooperative Syndicate. The origin of the proposal for the 
project lies in a meeting between Htet Arkar Kyaw and foreign associates 
last year. Practically, the purpose of the project is to meet the immediate 
requirements of agricultural cooperative society members in particular and 
the farmers in general. Being the vice-chairman as well as Managing 
Director of the Board of Director at the Union of Agricultural Cooperative, 
which is country level, U Kliin Maung Aye is also president of Htet Arkar 
Kyaw Agricultural Cooperative Syndicate in Taung-ngu. From his point of 
view, the project will be directly addressed to associates from foreign 
partnership country. He may probably address to those concerned for 
approving proposal, at the government level. The project is drawn as 
thoroughly as possible to be bankable as well.



CHAPTER II 

BACKGROUND 

Key features of the political and economic situation

Myanmar is a country of many nationalities consisting of 135 ethic 
groups living in 7 States and 7 Divisions . The government has been placing 
emphasis on stability, community peace and tranquillity , prevalence of law 
and order , national reconsolidation , building of a new modern developed 
nation in accord with an enduring State Constitution . These are the 
political objectives and efforts are being made to sustain the country .

With regards to the economic situation , Myanmar has practised 
market oriented economy since 1989. The situation on the whole is a 
transitional period from socialist aspired to full-fledged market oriented 
economy on the trend of proper evolution. For the development of economy 
, participation in terms of technical know-how and investments from sources 
inside the country and abroad are being invited . Private capital are allowed 
for acceptance by co-operatives. Myanmar economy is solely based on 
agriculture. Although service and trade sectors are growing most since the 
practice of market oriented economic system , agriculture still remain 
dominant force in the national economy. Agriculture plays significant role in 
providing overall domestic self sufficiency and boosting of external trade. 
Besides, long term objectives of industrial policy has been to transform a 
predominantly agricultural economy into an agro-based industrialized 
country. The government has promoted and fostered small and manageable 
industry in the first instance.

Agricultural sector
Still agricultui’al sector is the main stay of the economy of the 

country. In fact, “ Development of agriculture as the base and all-round 
development of other sectors of the economy as well” is being laid down 
in the first place out of the four economic objectives of the State. Ministry 
of' Agriculture and Irrigation has taken all out efforts to promote 
production of four main crops, which are cereal crops leading to a surplus in 
Paddy, Cotton, Sugarcane, Beans and Pulses for domestic consumption and 
export, besides ensuring sufficient in edible oil and otlier industrial crops. 
Myanmar still has a vast potentials of land resources for cultivation and 
for further expansion of cultivable land . Out of the total area of 167 
million acres only about 22.34 million acres (or) 13 percent is under 
cultivation . It is capable o f  growing different kinds of crops ranging from 
equatorial to cool temperate. That is why the fertilizer sufficiency and
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availability become important in using liigli yielding varieties and applying 
modern teclinology in cultivation.

Income distribution and poverty

As a result of emphasis placed on agricultural development, the gross 
domestic product shows substantial increase by 6.1% to Kyat 70.586 billion 
realizing 97.1 percent of the plan target, compared with Kyat 72.7 billion 
as of 1996/97 fiscal year. The growth is mainly due to achievement in 
related economic activity in sectors and substantial rise in investment and 
all promotion of agricultural product export.

The population of Myanmar is about 45.57 million , 75% of whic^ 
are living in the rural area. The total labour force is*" about 1 i million . oul 
o f ^ H Id i^ o u t 55 percent is "employed in agnciHtural sector. Expediting of 
the sectoriaPdevelopment accounts for the economic growth of the State 
and on the other hand for the farmers which are majority of the population 
as well. Thus, this project is aimed at, as far as possible, exporting for 
eai'ning foreign currency and assuring sustained regional self sufficiency , 
import substitution. On the other hand, most of the farmers are facing 
difficulties with chemical fertilizer which are gradually becoming more 
expensive ; one bag ( 50 Kg ) costs 2000 kyats . Besides, it is not available 
when the farmers need it and some havenots can not afford to buy it 
though they wish to apply for a good yield. That means one kind of 
poverty or suffering . Organic fertilizer do not leave harmful and poisonous 
residues in the crops and spoil the soil as chemical fertilizer do, it will 
gradually improve the nutrient of the soil and productivity. Furthermore , 
they will be sold out at cheaper price of Kyats 500 for a bag (25Kg) by 
producing on project schedule.

Development policies and social objectives
The government is developing agriculture as the base and other 

sectors including industrial structures with greater momentum as part of an 
on going movement. The long term objectives has been to transform into a 
modern developed agro-based industrialized country. Special projects for the 
development of nation are being undertaken to uplift the health, education 
and socio-economy standard of the entire nation. This scheme will more or 
less make up the morale and morality of the whole nation.

In conformity with above, the main theme of this project is to 
practice an ideal agriculture, resulting in the following:-

1. to produce safe and nutritious food to enliance the health;
2. to be economically and spiritually beneficial to both the co

operative member farmers , othei' farmers and society itself;
3. to consei-ve the soil fertility sustainability;
4. to produce exportable quality and import substitution for

domestic consumption;
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5. to earn foreign currency by exporting produce and organic 
fertilizer;

6. to adopt organic farming by using organic fertilizer.

Institutions and services
Project site is located in Taung-ngu , Bago Division where farming 

and orchard raising is dominant. Taung-ngu has above 190 thousand 
population and majority of them 16195 households are engaged in farming. 
It possesses 59936 acres of arable land, out of this, 53337 acres are used 
for monsoon paddy and winter crops and 6599 acres along the Sittaung 
river bank and other strezims bank are cultivated winter crops while 6875 
acres are raised orchard.

There are ( 55 ) primary level Agricultural Cooperatives and ( 1 ) 
secondary level Agricultural Cooperative syndicate in Taung-ngu Township. 
These cooperatives have been • serving their members from production to 
marketing through financial assistance , supplying farm inputs like seeds, 
fertilizer, farm machinery and collectively tapping agricultural loan and 
repaying the loan collectively etc. In addition, Tovraship Cooperative 
Department is assisting these cooperatives in education, regulation and 
organization on management, interaction, negotiation, accounting and other 
services.

Likewise, Township Agriculture and Irrigation Department is 
responsible specifically for the development of agriculture. The main 
function of Agriculture and Irrigation Department constitutes extensive and 
intensive cultivation to improve production teclmology and to develop 
acreage yield, advising soil conservation and to get the adequate water for 
cultivation. The Village Extension Managers are charged to give farm 
education, extension activities and training. Aiming to adopt agro-technology, 
the extension workers pay regular visit and assist the farmers during their 
regular visits, according to their- programme. In these ways, the farmers gain 
knowledges and technology to promote their cultivation.

Ongoing and proposed project
Htet Arkar Kyaw Farn^ing and General Trading Cooperative 

Syndicate has designed an Organic Fertilizer Production Project, utilizing 
side product and waste of agro-processing such as rice bran, fermented 
waste of alcohol factory, oil cake, husk ash, straw, husks of dried 
prawn/shrimp, water hyacinth. Effective Microorganism culture(EM) will be 
used to turn out these into microbial diversity of soils organic 
fertilizer.These raw materials are freely available. Fermenting microorganisms 
can breakdown organic matter, thereby releasing complex compovmds such 
as amino acid for plant use. This increases the efficiency of organic matter
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for crop production. This in turn, can improve soil quality and health, which 
enhances the growth, yield and quality of crops.

The project is proposed to be established on a plot of 10 acres, 4 
miles away from Taung-ngu beside the Yangon-Mandalay highway. Land 
tenure permit was issued to this syndicate to establish the proposed organic 
fertilizer factory. The project consists of eight warehouses, one 3-unit 
building for main factory, one office building and one staff quarter. All the 
project estimate cost is 195.21 million kyats and to be built in the year 
1998 and will start production not later than December 1998.

Myanma Agriculture and Irrigation Department is undertaking 
agricultural activities, to increase cropping intensities, transformation of 
traditional to mechanized agriculture, use of improved seeds, efficient use of 
agricultural inputs such as fertilizer, pesticides, weedicides and improvement 
in agro-technique tlifough agricultural extension persoimels. They are 
providing information, education and motivation according to their township 
programme. Rice is the staple food of Myamnar and therefore for self 
sufficiency and surplus, double and triple cropping pattern is prescribed. For 
boosting paddy production, summer paddy cultivation is encouraged by the 
State by specially providing diesel, quality seed, Agricultural loan, inputs and 
machines to the farmers who are interested in the programme.

-6-



-7-

THE PROJECT AREA, ITS PEOPLE AND 
DEVELOPMENT POTENTIAL

Natural Resources
Project site is located in Taung-ngu Township, Bago Division, where 

farming and orchard raising is the main livelihood of the majority 
populace. Being on the mid way of Yangon-Mandalay highway, and rail 
road, it is easily accessible by car or train from up, down and around. It is 
175 miles away from Yangon and convenience in communication facilities, 
leads to decide in choosing site there. Project location is selected 
considering to minimize capital requirements of operation and distribution 
as main rationale. Besides that the plamiing is done on regional, the project 
will go a long term towards smooth utilizing of resources, especially widely 
needed raw materials, labour and also aiming to disseminate this fertilizer 
use by conducting pioneer application on own cooperative farming and then 
to domestic consumption.

Like other region in lower Myanmar, Bago Division is classified 
tropical zone and has two distinct dry and wet season. The dry season falls 
from October to May and the rest is the wet season. During the dry season 
there is a cold spell from December to February after that hot weather 
set in. So a year is divided into 3 seasons, Summer, Rainy and Winter. The 
temperature varies in the magnitude of around 4 0 'C in hot season and l l ’C 
in cold season. Its amiual rainfall varies from 80 inches to 100 inches and 
July is the period of heavy rain, specially in lower Myarmiar, where the 
moisture content of soil and availability of water for cultivation are much 
better than in upper Myanmar.

As this region is of tropical zone, the area occm's mostly black soil, 
which contain 40-60 % clay and sticky when wet and very hard when dry. 
Most of the area is plain and crop suitabilities are rice, sesame, groundnut, 
sugarcane, pulses, chilli and vegetable and orchard and able to reclaim 
arable land. It is capable to cultivate all the seasonal crops, getting 
sufficient rain water in wet season and pumping water from Sittaung and 
Bago river and streams. Besides, there are two large irrigation systems viz 
Mazin dam. Tabula dam covering ■ 52000 acres. For the whole country, the 
irrigation by various means increased to 3.784 million acres forming 16.4 
percent of sown area, with 9.19miUion acres of multiple cropping meeting 
24.3% on multiple cropping irrigated area.

CHAPTER III



The economy and the people
The agricultural sector in this region is the main income earning 

sector in this region. Besides, animal and livestock breeding, orchard, forestry 
and other farming business are common. Most o f  the populaces ai'e living  
in rural area and engaged in these businesses. Their social life centered on 
farming and related agricultural business. Throughout the country, there is no 
restriction in legal-right for citizen. It has equality and equity regardless o f  
races and gender. Most o f  the female are engaged in farming but m ostly  
male are head o f  the family. A s agriculture development is a crucial factor 
for the country, the govermnent has been carrying out with all out effort, 
that spell the impact on majority.

Agriculture and the sustainability of Natural Resource Use
Myamnar still has a vast potentials o f  land for cultivation and for 

further expansion o f  the cultivable land. O f the total area o f  (167) m illion  
acres only about 22.34 m illion acres (or) 13 percent is under cultivation. 
There is also a great deal o f  potential for extensive cultivation by means 
o f  multiple cropping method. It still possesses (2.743) m illion acres o f
current fallow land and (19.599) million acres o f  culturable waste land for 
further expansion. As o f  1996-97, sown area o f  (31.27) m illion acres are 
under various crops on the net area sown and (8.253) m illion acrcs are 
under mixed and multiple cropping. Out o f  sown acres, sown acreage o f  
selected crops are (14.5) m illion acres o f  paddy, (0.25) m illion acres o f
wheat, (0.63) m illion acres o f  maize, (1.264) million acres o f  groundnut, (3.1) 
m illion acres o f  sesame, (2.4) m illion acres o f  pulses.

So far, agro-ecological condition is still improving. The government is 
always seeking the development o f  agriculture and keen on how  to strive
the balance o f  enviromnental conservation. But it has to take a
consideration for long term, as the farmers use chemical fertilizer to achieve 
good yield. Application o f  more than normal quantity o f  fertilizer w ill cause 
deterioration o f  the soil and the declining productivity. The more they use,
the more the ecology o f  the soil may be ruined occuring decline o f
productivity. Consequently, the farmers have to use more fertilizer to get 
good yield. Besides, rising prices o f  chemical fertilizer and to produce safe 
and nutritious food to enliance the health are some o f  the problem for 
thought. In these day, some developed countries are gradually switching over 
to organic fertilizers. Knowing that organic farming is enviromnentally 
friendly, it also offers ecological stability and genetic diversity, increase soil 
fertility and improves the soil productivity and so the govermiient has
introduced Japanese Bokashi organic fertilizer in Myamnar tlirough M AS.

In view  o f  the advantages o f  organic farming, this syndicate has 
decided to carry out this project, to produce natural organic fertilizer and 
sale as a part o f  the services offered by federation to its members and 
then to distribute widely as a commercial^ business. The project will be 
established on a plot o f  ( 1 0 )  acres, 4 miles far from Taung-ngu in
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D o Thaung village. Project site is selected beside the Yangon-Mandalay 
highway, and far from the settlement to avoid public annoyance. The 
buildings for the project consist o f  1 three unit-building factory, 1 office, 4 
raw material stores, 4 warehouses, 1 staff quarter, 1 two inches tube well 
water system. Estimate o f  civil work cost is 71.83 m illion kyats. (Detail plan 
o f  building, the layout o f  plant and machinery and estimate o f  civil work 
are shown in annexes respectively.)

The teclmology is based on recycling organic energy contained in / 
plant and animal residues through direct utilization o f  organic m olecules by 
plants. This means that feraienting microorganisms can also breakdown 7 
organic matter, thereby releasing complex compounds such as amino acids \  
for plant use. This increases the efficiency o f  organic matter for crop ) 
production.

Effective microorganism (EM) is made up o f  m ixed cultures o f  
microbial species that are found in natural environments. EM has beneficial 
influences (such as promotes flowering, fruiting and ripening in plant, 
increases efficiency o f  organic matter as fertilizer, enhances the 
photosynthetic capacity o f  crops and suppresses insects and pests e tc .)

This project is designed to produce Bokashi. EM can utilize any
type o f  organic matter, in preparing Bokashi, rice bran is the m ost important 
ingredient, it contains excellent nutrients for microorganisms. Requirement o f  
raw materials and estimated cost ( at present market price ) are shown in 
annex-11. The content o f  ingredients to prepare Bokashi are rice bran, oil 
cake, scraps o f  dried slirimp. straw, husk ash, expelled sugarcane fibres, 
residue o f  alcohol factory. (Ratio and yearly required amount are shown in 
annex-11 ). Processing steps are very simple, they ai'e spread on the floor 
and spray water onto the heap o f  them till the moisture content is 30%
and m ix and crush them by crushing machine. Then pour the EM mixture
onto the pile gradually but there should be no drainage o f  excess o f  water.

Rural Institution and In|r^rucmre
M yanma Agriculture Servil;^ (M AS/) and Irrigation Department have 

opened offices in each township^"4o-^romote agriculture. For effective 
distribution o f  modern technique, number o f  deputy assistant supervisors was 
increased to 6432 persons, each has been supervising in their field according 
to the township office’s programme.

In every Township, Agricultural Mechanization Department (AM D) 
has stations to assist mechanization. AM D has been rendering extensive /  
tractor services. Besides, according to 1995-96 data, 144 tractors, 2351 power K 
tillers, 263 power threshers, 264 paddy seeders, 2229 weeders, 32 paddy dryers /  
and 2235 water pumps were sold to agriculture by AM D. ^

M yanma Agricultural Developrnent Bank has been disbursing 
agricultural loan, loan for purchasing draught cattle, cart and agricultural 
implements. State Economic Enterprises like I^yanma Agricultural Product 
Trade purchased agricultural products through advance payment system.
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Besides, a total o f  1023 cooperatives are formed, o f  this 6208  
societies are solely agriculture , while 971 are farming in character. 
Remaining 229 cooperatives are related one way or other to agriculture. 
These cooperatives are undertaking in agriculture from production to 
marketing. There ai'e 30 special cooperative zones in 14 States and D ivisions  
to boost up agriculture.

The State spent 100 m illion kyats- annually on rural development 
work, besides public contribution o f  cash, labour and material. Total 
expenditure is estimated round about 419.5 m illion kyats for 558 
development works.

M AS and cooperative sector are supplying farm inputs like fertilizer, 
pesticides, insecticides, farm machineries and others. In the field o f  fertilizer 
sector, there are tluee Urea factories being run by State, hi spite o f  its 
domestic production, it had to be imported. Yearly imported fertilizer is 
amounted to 300.72 thousand metric tons beside 142.8 thousand metric tons 
o f  production in 1995-96. In 1996-97 fiscal year, 160 thousand metric tons 
was produced in lio m e m id  185.2 thousand metric tons was imported, hi 
year 1995-96 totatC^ompoun^ fertilizer distributed by cooperative sector was 
438 tons and i f  increase to 647 tons in 1996-97 and 8083 tons in current 
year.
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CHAPTER IV 
« 

PROJECT RATIONALE AND DESIGN 

CONSIDERATIONS

Project Rationale
Changes in agriculture have been no less dramatic than development 

in fertilizer teclinology. Increasing a large part o f  demand for fertilizers, has 
played a large part o f  production for fertilizers. This situation combined 
with rapidly increasing prices, needs presence o f  raw materials, provides an 
opportunity for Myanmar to establish fertilizer industry to becom e at least 
self-sufficient, there-by help improve the import substitution and export for 
foreign currency. On the other hand, repeated application o f  chemical 
fertilizers and insecticides often leaves poisonous residues in crops and 
deteriorates the fertility o f  soil. Besides, crops have not becom e as 
nutritious and tasty as the ones produced with organic fertilizer. Organic 
fertilizer do not leave harmful and poisonous deposits in plants as chemical 
fertilizer do.

M oreover, presently chemical fertilizer costs more than 10 USD for 
one (50 Kg) bag or 2000 Kyats in retail. Detail calculation shows that it may 
cost cheaper around 5USD or 1000 Kyats for one (50Kg) bag . Because, they 
can be turned out from waste and side products which are less expensive 
and more readily available than ingredients o f  chemical fertilizer.

In v iew  o f  these advantages, Htet Arkar K yaw Agricultural
Cooperative Syndicate has set out this project o f  production and sale o f  
organic fertilizer as a part o f  services offer to its member societies and 
other member farmers. It is its general objective. This project is to produce 
quality organic fertilizer tlirough the use o f  raw materials like bran, oil 
cake, scraps o f  dried fish, husk ash, straw, green crops like water hyacinth, 
sugarcane fibre, waste from alcohol distillery etc. which are abundantly
available throughout the country. According to the production schedule o f
the project, the plant capacity per annum is 6000 tons in the start up year,
follow ed by 21000 tons at full capacity in later year. Thus, 84 miUion Kyats 
( U SD  0.365 m illion) in start up year to 323.4 miUion Kyats ( USD  1.406 
m illion) in later year could be saved as import substitution.

D esign C onsideration
The project factory is proposed to be established on 10 acres plot o f  

land, 4  m iles away from Taung-ngu beside the Yangon- Mandalay highway.
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Plant location is selected to minimize operating and distributing costs, 
especially on the basis o f  long term availability o f  raw materials. In 
producing proposed organic fertilizer , mainly one BACK H US machine 
costing U SD - 265000 and EM are needed to be imported. A ll the 
negotiation and arrangement have been carried out with a foreign company  
under import first system. One-fourth o f  the cost o f  the BACKHUS  
machine w ill be paid as down payment and then the company w ill accept 
the product on buy back basis as deferred payment for the rest.

Normal production rate o f  this plant is 21000 tons per amuun. In case 
o f  necessity, it can shift and be easily operated anywhere by m obile 
system, as the BACKHUS machine itself is a moveable vehicle. Amiually, 
21000 tons o f  fertilizer w ill meet the requirement for 160,000 acres o f  farm 
lands engaged in paddy cultivation. It is expected to coup with the demand 
o f  land owners and member farmers in Taung-ngu and its vicinity. The 
demonstration and training would be conducted by this syndicate.

It is expected that all formalities relating to the project, such as 
approval o f  BOD, negotiation with foreign company, subm ission to Myanmar 
Investment Committee, proposal for bank loan, procurement and other 
preparation, project construction work, test rmming will be completed not 
later than Novem ber 1998. The project may begin operation by December 
1998. Continuously marketing, demonstration, training and monitoring will be 
conducted along as designed schedule. All the working steps are shown in 
implementation schedule and net work diagram, (annex-8)

After all, the past studies, enviromnentalists, scientists, nutritionists and 
agriculturists are recommending the organic fai'ming. In developing 
countries, organic farming in agriculture is gaining momentum. The choice  
o f  teclmical strategy and technology is to produce fermented 
microorganisms namely BOKASHI ( Japanese origin ) by using EM which is 
made up o f  m ixed cultures o f  microbial species that are found in natural 
enviromnents worldwise. This kind o f production teclm ology is favoured in 
developing countries where abundance o f  raw materials is assured. Organic 
fertilizer has the increasing efficiency o f  organic matter for crop production 
and cheaper than the chemical fertilizer. That is why this teclm ology is 
selected in priority and especially because it will enhance the promotion o f  
self-reliance, development o f  more domestic projects for comm on livelihood  
and encouragement o f  more agricultural activities to spur econom ic growth 
in all aspects.

Htet Arkar Kyaw Agricultural and General Trading Cooperative 
Syndicate was organized on 29.12.93 with 3 member societies sharing an 
initial capital o f  60 m illion kyats. Share value is 100000 kyats each. This 
syndicate is situated in ancient city Taung-ngu, Bago D ivision and mainly 
concentrates on agricultural production, trading, exporting and importing. 
After 4 years o f  existence, the syndicate has grown sugarcane 270 acres, jute 
50 acres, paddy 630 acres and 50 acres o f  variety o f  winter crops. Besides, 
there is virgin land o f  1058 acres in adjacent Kywe Pw e village tract. It is
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still possible to acquire and utilize more lands around in accordance with 
the law from Government.

This syndicate is directed and supervised by (9) members o f  the 
Board o f  Directors and assisted by a set o f  committees, namely, Farming, 
Timber and Saw Mill, Export and Import, W holesale and Retail, Audit,
Education and Training Committees (Organizational charge is shown in
armex-6 ). The board o f  Directors is headed by Chairman with member 
Directors each assigned in respective enterprise. Main office is opened in
Yangon and one branch office is in Taung-ngu. Although it is still in its
initial year o f  development, there are ( 49 ) full time staffs and ( 1 1 )  casual 
staff or work charge. It is planned to fill up the needed (72) employees 
starting from April 1998.
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c h a p t e r  V 

THE PROJECT

-14-

General Description

-Ih js project is designed and dedicated to carry out the follow ing
jectives

(a) to promote self-reliance, better livelihood and self-sufficiency
and to adopt organic farming

(b) to enliance import substitution and save foreign currency
(c) to enliance earning foreign currency
(d) to combat against rising price o f  chemical fertilizer
(e) to obtain the smooth and systematic production o f  basic

agriculture
(f) to sustain optimum level o f  agricultural production
(g) to econom ise raw materials and labour
(h) to compete in the market at reasonable price by controlling the

overhead costs in production and distribution
(i) to establish the sustained organic fertilizer production heading

to development.

This project consists o f  3 main parts, production, marketing and 
financing and cost 195.21 m illion kyats, breakdown o f which are as follow:-

(a) civ il work 17.25
(b) plant and machinery 130.80
(c) office, furniture and instruments 2.31
(d) working capital margin 40.74
(e) Interest during construction 4.11

period __________

195.21

Detail Features

The proposed project is composed o f  one factory, one office, 8
warehouses, one staff quarter, one tube well system costing around 71.84
m illion kyats. The project is to be constructed'in 10 months, so far the land
is already developed with an access road. The syndicate has already



accumulated 114.25 million kyats for the project. The project can be 
operational within (11) months and capable o f  producing 21000 tons annually.

The project total investment cost is 195.21 m illion kyats. Its main 
breakdown are one BACKHUS machine 60.98 m illion kyats. The 
negotiation with a foreign compaiiy was settled down to pay one fourth o f  
the cost, 15.24 million kyats as dow npaym ent and 45.71 m illion kyats as 
deferred payment within one year after receipt o f  machine. It is intended to 
be financed by a long term loan o f  35.25 m illion kyats from Myanmar 
Industrial Development Bank at 17.5% interest rate and 66.77 to 122.22 
m illion kyats from Co-operative Bank as annual loan at 20% interest rate. 
The remaining 114.25 million kyats is the equity o f  the syndicate. Some o f  
the raw materials like straw, fish meal, EM etc. w hich are only possible to 
procure during dry season should be stored for the w hole year production.

The proposed project is to produce organic fertilizer with the 
content o f  N:P:K ratio (4:1:1) and other micro nutrients. The method o f  
processing is based on mixturing and crushing o f  raw materials with 30%  
o f  water moisture and then fermenting with EM  solution.( The plan o f  
buildings, layout o f  the plant, crushing machine, needed raw materials and a 
schematic process flow  chart are shown in annexes)

The selling price o f organic fertilizer (25kg) per bag is around 500 
kyats at the starting year. It may not costy, otherwise it may be hard to 
introduce to the farmers who are reluctant to change. Stalling from second 
year o f  the production, these may be sold at 525 kyats up to third year and 
thence at 550 kyats. Cooperatives which are engaged with farming in 
production and farmers in geneial are the target buyer inside the country 
and thirty percent o f  the production w ill be exported abroad. It w ill accrue 
around 55 m illion kyats net profit yearly. The bon'owed capital will be 
repaid with interest in 6‘'' year o f  the project life.

Project Implementation

The project life is designed for 10 years starting from December 
1998 to 2008/09. All the detail implementation w ill be undertaken according 
to the schedule. (Net work diagram for implementation schedule is shown 
in annex-8.)

Cost Estimate

According to the proposed project, phasing o f  production is 
scheduled into three. Test running and start up w ill be in the first phase. It 
w ill accelerate the production momentum gradually in year 2 and 3, then to 
full capacity in year 4 (The production schedule is shovm  in aimex-19 )

At the beginning, manufacturing cost o f  per bag is estimated at 
641.42 kyats. It is always so , as a rule inyinitial stage. It w ill lessen the 
manufacturing cost to around 530 kyats starting from  year 2. Successive
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computation are done thoroughly to coupe with the rising cost o f  raw 
material. ( Estimate o f  production cost is shown in annex-15 )

Financing

According to calculation estimate o f  project cost amounted to 
(195.21) m illion kyats. For initial investment, this syndicate has accumulated 
(114.25 ) m illion kyats to be invested in the project. The remaining long 
term expenditure is planned to be borrowed from M yanma Industrial 
Developm ent Bank. A  long term loan o f  (35.25) m illion kyats at 17.5%  
interest rate and annual loans o f  (66.77) m illion kyats in year 1, (113.1) 
m illion kyats in year 2, (117.38) million kyats in year 3, (122.22) m illion  
kyats from year 4 to year 10 , at the interest rate o f  20% are scheduled for 
financing. The long term loan will be recovered , sei-viced and repaid within  
six years by annual installments starting from year 2. This syndicate has 
already tied up with the bank for loans required for financing the working 
capital. Generally, bank is flexible in its lending when the borrowers is 
credit worthy.

Procurement

Procurement o f  construction materials, machineries, raw materials for 
processing and resources for operation will be undertaken according to the 
planned schedule (detail schedule is mentioned with net work diagram).
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c h a p t e r  VI 

ORGANISATION AND MANAGEMENT

This project is to be directed and supervised by (3) members o f  
BOD, headed by chairman o f  * the syndicate, (organisation chai't o f the 
project is shown in annex-7 ).-M ain division o f  the responsibilities are 
broken down into production, marketing and administration.

Chairman and BOD has had informal discussions already with their 
colleagues and authorised persons from foreign agency. From this 
discussion, one technician and one skilled labour w ill accompany together 
with the crushing machine BACKHUS, which w ill be also sold at deferred 
payment. These technicians will be training the local labours as an “ on the 
job training ” tlirough their work. •

The staff required for this project is shown in aimex-13.
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AGRICULTURAL DEVELOPMENT, PRODUCTION 

AND FINANCIAL RESULTS

Changes in Agriculture has played in large part to be sufficient 
with increasing demand and producing safe and nutritious food to enhance 
human health. It is no less dramatic than development in fertilizer 
teclmology. Farmers are endeavouring to increase their crops’ yield, but they 
are facing with difficulties such as unavailable to obtain necessity in right 
time and rising prices o f  chemical fertilizers. So the organic fertilizer user 
farmers will gain availability o f  fertilizer at low  price, resulting in good 
yield and sustainability o f  soil. These are the impact o f  the project on 
farmers.

This project will accrue profits starting from year (2) and get average 
net profit around about (53) million kyats yearly, hi order to promote the 
production, the Govermnent gives 3 years exemption o f  tax to investors 
approved by Myanmar Citizen Investment Committee. Recoupment period 
o f  this project is ( 4 ) years and contribution to National Income may be 
nearly (83.87 ) m illion kyats per year. So this project is fairly cost effecfive  
to caiTy out.

c h a p t e r  VII
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MARKET PROSPECTS AND PRICES

In the field o f  fertilizer production, Myanniar has only tliree urea 
factories being run by State, yearly production o f  these factories is around 
130 thousand o f  metric tons while the State distributes around 140 thousand 
o f  metric tons. Since the production o f  Phosphate and Potash is 
comm ercially not feasible, they have been imported from other countries. 
Comparing with the prevailing price o f  chemical fertilizer which is not less 
than 1000 kyats for one (25kg) bag, it is more cheaper to cost 550 kyats for 
one (25kg) bag o f  organic fertilizer. Such a price is quite so cheap that this 
organic fertilizer w ill be selling w ell and could easily penetrate into the 
existing market.

A s said in chapter (5), BACKHUS crushing machine is worth 
USD 265000, and one-fourth o f  the value USD 66250 is to be paid as down 
payment. The rest three-fourth o f the value USD 178750 is to be paid in 
kind after one year. It may also export w ell since organic fertilizer are 
currently calculated to be exported at USD  135 for one metric ton. This 
project is prospecting to export 30% o f  the production abroad and 70% is 
meant for local consumption. Distribution w ill be implemented on cash as 
w ell as credit. After proper negotiation, it is payable after harvest either in 
cash or in kinds.

c h a p t e r  VIII
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BENEFITS, WSKS AND SUSTAINABILITY

Other cooperatives and syndicate may secure organic fertilizer at 
low price. Financially the syndicate will have NPV o f  around ( 81.82 ) 
m illion kyats profit. For agriculture, utilization o f  organic fertilizer will 
result in conservation o f  soil fertility, producing safe and nutritious food, 
promotion o f  germination and quality o f  produces. For the State, it will gain
around (16.42 ) m illion kyats from taxation and ( 83.87 ) m illion kyats for
National Income.

Regarding risks, it is really hard to disseminate a new  teclinique to 
Myamnar farmers. But the syndicate will conduct “on the job training” as 
an after sale service, raising pioneer plot and training as well. These will 
overcome main constraint. As crushing machine is installed with wheeled 
vehicle, processing can be undertaken anywhere. Besides, needed raw 
materials arc available everywhere in Myanniar. These would justify this
project and it is also a sustainable project.

As organic farming is environmental friendly, it would be easy 
sooner to introduce the organic fertilizer produced by the syndicate. The 
credit sales may also entice farmers in general. These above facts may be 
surely incentive for the user farmers and also for w hole salers and 
retailers.

A s far as analysing the investment profitability o f  this project, it 
results in the following: the net present value (NPV) is positive, benefit cost 
ratio is ( 1.096 ) and greater than one, break even sales is ( 140.54 ) m illion  
kyats in the first year and internal rate o f  return is (2 2 .5 5  ). For all these, 
it is identified that there is a strong possibility to implement this project. 
( Detail calculation are shown in amiexes )

c h a p t e r  IX



-21-

c h a p t e r  X 

COMMITMENTS, ISSUES AND FOLLOW-UP 
ACTIONS

A ll the hallmarks o f  this project has been stated in the previous 
chapters o f  this proposal about the favourable and outstanding feature. 
Out o f  them, using available waste as raw material, remarkable reduction o f  
operation cost in farming, resulting soil conservation, securing domestic 
demand and cither earning foreign currency or impnrt gnVxjtitntiop
are highly commendable.

Introducing a new teclmical know-how to Myanmar farmers is a 
serious constraint, but organic farming is originally friendly to farmers , as 
they are used to manures and various kinds o f  co m p o st. In strengthening 
the scheme, syndicate will undertake to send teclmician to assist the 
farmers, deliver out the pamphlets and give training.

One o f  the main task o f  the Government policy direction is “To 
strive for the better condition o f food, clothing, shelter o f  the people and 
render necessary assistance to the cooperative and private sector in 
performing this task”. G overnm ent’s aim is to enrich farmer’s life and to 
assist them free from debts. So MAS has taken priority on the development 
o f  the agricultural sector as a base. M AS has been giving special training 
on preparing Bokashi organic fertilizer to extension workers since 1996. 
Beside, long term objectives o f  Myamnar industrial policy has been to 
transform a predominantly agricultural econom y into an agro-based 
industrialized country. So far as the syndicate’s BO Ds has had discussion 
with the officials and farmers^ this project is justified a beneficial one to 
carry out.
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This machine--BACKHUS 5.30- can change the wasle of 
industry, agriculture, paslutago and homo into high quality 
maLural organic foililizer. It's a guard of onviionmcnlal proloclion.
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BACKJHUS
Kompost-Teclinologie
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CHARACTERISTIC OF BACKHUS 5.30
1. It's a track ttioving ttmcfiine, not need fixed working place, higli power'dtivon.
2. High working capabilily; The working capacity of BACKHUS G.3U is 2U0~1200nt7hoiir 

(When Iho input rnatorial contains moisture upto G5%, it's working capabilily woie be 
lower. After 3 weeks, when the moisture of the material become lowei, then the 
working capability will be higher.)

3. Economy benefit;1)No electric installment, lower legu lar expense.
2)No manufacture equipment, low few er trouble, less maintaining 

expense.
3 )lh e  machine is nioic stronger and durable, and easy to keep in 

good repair.
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MERIT TO CHANGE ORGANIC WASTE INTO ORGANIC FERTILhZER
1 .Reuse again the organic waste to dccreaso pollution.
2 .0rgatiic  fertilizer can improve the sort of soil atul keep balance of nature ecosystem. 
3 .Achieve the best result policy of environmental protection-- .
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THE M E fllT  OF TIUANGLE COMPOST  
FOB USING BACKHUS MACHINE
OThe success of coriiposliny rises and falls 

willi its inner tiiermal cut r out and tlio 
resulting self-tlyriaioical pioccss in the heap. 
Kottiny temperatures of over 70'C cause the 
warm air to rise.

07  he previously described self dynamical 
process can only lake place in the cross 
sectional geometry of the tiiaiigular heaps. 
This penetraliot) is eiiougli to reach the core 
of the heap.

OA stipulation for this is a funcUontny flow of 
air / oxygen caused by the llioiuuyh tiiixiny 
arrd airing when transposed.

If usiiicj oUier step for coinpostinc|, will 
become anaerobic feriMeiiUng and cause a 
bad stench.
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NATURAL ORG.ANIC FERTILIZER PRODUCTION  

ORG.AATZATION C H .4R T

ANNEX - 7

CONSLT^T.-SuNT 1 P R O J E C T  C O M M I T T E E  

CK-AJRM-AN
N L - i C N A G I N G  D I R E C T O R  

D I P - E C r O R  •

P ? . O D ; G E N E R A L  . \ L ^ J n A G E R  1

F A C T O R Y

- V L - i - N A G E R 1

A S S T .  \ L A S ' A G E R  1  

T E C H N I C L A N  1

S K T L L Z D  L . ^ O U R  1

P R 0 D ; L / 3 0 L T l  5

P A C K I N G

L . A 3 0 L - R 25

S T O R E

L * ^ 3 0 U R 4

i i J D M I N  D E P T  : 

\L-i3iAGER 1

P R O C U R E M E N T  

G ENER.^ 
b Iti-e r 1
R.A.W BI'Tl'EZ 1
C A S H I E R  1

S E C U T U T Y  

L . \ B O L T l  4

■ 1  ■■

\ £ E S S  L A 3 0 L T I  4

O F F T C H  L . ^ O U R  2

A C C O U N T  D E P T :  

M . - \ N A G E R  1

A C C O L ^ T . A N T  2

S E C R E T ^ i l Y

S i i . E S  D E P T :  

G E N E R A L  \ L A M A G E R

V ^ J n G O N  S A L E S  . 

C E N T E R

\ L ^ N A G E R  I

.i^ST. \LAJS'AGER. 1 
SAXES PRONIOTER 3 

A C C 0 U - N T . \ N T  I  

GESHLAi CLERX 1

O F F I C E  ( H Q )  

S L T P , P T E N D E N T  1  

A C C O U ' N T A - N T  1

C O M P U T E R  1  

GENSLAL CLERK 1

T A U - N G  N ^ : - U  S . A L E S  

C E N T E R

S A J . E S  M E N  2  

ACCOLTnT.-^NT 1

S R P A R T I C U L - A J i N O  O F  S T - 4 F F

1 O F F I C E R Q

2 6 3

T O T . - V L 7 2



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT 
IMPLEMENTATION SCHEDULE

CT.
DDE

DESCRIPTION IP DURATION
(WEEKS)

WEEKS
4 8 12 16 20 24 28 32 36 40 44

A FEASIBILITY STUDY AND 
DECISION MAKING

- 6

B GETTING THE GOVERNMENT 'S 
APPROVAL

A 4

C DRAFT DESIGN OF BUILDINGS A 4
D GETTING PERMISSION OF 

CONSTRUCTION FROM THE 
REGIONAL AUTHORI TIES

B,C 3

E PROPOSAL FOR BANK LOAN B 3
F LEVEL AND PREPARE LAND B 4
G AWARD CONTRACT D,E 2 --------

H CONSTRUCTION OF OFFICE G 4
1 CONSTRUCTION OF STAFF QUARTER H 6
J CONSTRUCTION OF RAW MATERIAL 

GODOWN
F,G 10

K CONSTRUCTION OF FINISHED GOODS 
WAREHOUSE

J 10

L CONSTRUCTION OF PLANT G 20
M SPECIFY MACHINERY B 4
N PROCUREMENT MACHINERY & 

EQUIPMENT
M 16

0 MACHINERY INSTALLATION L,N 1 —

P PURCHASING RAW MATERIAL FOR 
THREE MONTHS STOCK

J 8

Q RECRUITING EMPLOYEES B 12
R TRAINING EMPLOYEES Q 4
S COLLECTING WHOLE SALERS INCLUDI

NG CO-OPERATIVE SOCIETIES
B 10

1
T EDUCATING WHOLESALERS S 1
U TEST RUN I,K ,0

P,R,T
6

V OPENNING U 1 —

P = IMMEDIATE PREDECESSOR
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BASIC DATA OF THE PROJECT
ANNEX-9

♦
♦

Investment o f  the project : 
Source o f  the investment c o s t :

A. Equity
B. Governments loan
C. Deferred payment for the 

BACKHUS

♦
♦
♦

♦
♦
♦
♦
♦

195.21 M illion kyats

114.25 M illion kyats
35.25 M illion kyats

45.71 M illion kyats

195.21 M illion kyats

Project life : 10 Years
Construction period o f  the project: 10 M onths(Feb. to N ov. 1 9 9 8 )
Land :-60 years lease granted by Government.

-Only annual land tax /reven u e payable minimally.
Product cycles /  amium : 7 Cycles.

: 1/2 Months
: 3000 Tons.
: 21000 Tons.
: Va o f  value is down payment.
: % o f  value is deferred payment within one year after

by exporting product.

Duration p e r io d /cy c le  
Production tons / cycle  
Plant capacity /  amium 
Backlius machine

Y R l Y R 2 Y R 3 Y R 4  
up to Y R  10

♦ Sales prices ( Kyats /  to n ) (Local): 20000 21000 21000 22000
♦ Sales prices ( Kyats /  to n ) (Export): 31050 31050 31050 31050
♦ Raw materials prices

(K y a ts /to n  o f  finished product): 14369 14369 15180 15603
♦ Packing materials prices

( Kyats/ ton o f  finished product): 1800 1890 2000 2100
♦ Labour cost

( Kyats/ ton o f  finished product): 830 574 180 180
♦ Water, Power and Fuel

( Kyats/ ton o f  finished product): 163 109 109 109
♦ Administrative and Marketing overheads

( Kyats/ ton o f  finished product): 3948 1170 1370 1416

♦ Depreciation rates ;
A  . Plant , Building And Machine (estimate life 20 years ) 5% PA
B. O ffice instrument and Lab apparatus(es1imate life 10 years) 10% PA
C. V ehicles (estimate life 7 years ) 15% PA

♦ Income tax rate : 3% to 30% (F irst 3 yeai's Tax exem ption)



♦ Interest;
A. Long term loan - 17.5% PA
B. Annual loan - 20 % PA

♦ Long term loan :
A. Grace period o f  payment - 1 year
B. Repayment - 5 years in equal installment.

♦ Raw material inventory: 3 cycles’ stock.
♦ Packing material inventory : 3 months’ stock.
♦ Sale cred it(M axim um P .A ): 500 Tons. _
♦ M inimum cash balance required : 0.5 M illion kyats.
♦ Working capital m argin: 25% o f  maximum current assets.
♦ Distribution o f  net

^  surplus (Dividends ) : 30 % o f  the net annual cash surplus will be
distributed to its member societies as dividend ,
and the remaining 70 % cash surplus will be
retained by the society for future expansion/ 
diversification projects.

♦ Prospected amount for export: 30% o f  the production.



ANNEX-10
NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT 

PROJECT COST
A

KYAT MILLION

SR.

NO.

PARTICULAR GOST

DETAILS TOTAL

1 2 3 4

1 CIVIL WORKS 17.25

1 EARTH WORK 2.70

2 RAW MATERIAL GODOWNS 5.76

3 FINISHED GOOD GODOWNS 5.76

4 STAFF QUARTER 2.40

5 GATE BUILDINGS 0.15

6 WATER TANK 0.30

7 TUBE WELLS 0.18

2 PLANT AND MACHINERY 130.80

1 PLANT 53.14

2 BACKHUS 5.3 60.95

3 OTHER MACHINE AND TOOLS 12.71

4 LABORATORY APPARATUS 1.00

5 VEHICLES 3.00

3 OFFICE , FURNITURE AND INSTRUMENT 2.31

1 OFFICE BUILDING 1.45

2 FURNITURES 0.43

3 OFFICE INSTRUMENTS 0.43

4 WORKING CAPITAL MARGIN 40.74

5 INTEREST DURING CONSTRUCTION PERIOD 4.11

TOTAL 195.21



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT
YEARLY REQUIREMENT OF RAW MATERIALS AND ESTIMATE COST

ANNEX-11

KYAT MILLION

SR.
YR.1 YR.2 YR.3 FROM Y R 4  UPTO YR 10 

LATER YEAR COST

NO.
RAW MATERIAL UNIT-

PRICE
K

QTY

MT

TOTAL
COST

UNIT-
PRICE

K

QTY

MT

TOTAL
COST

UNIT-
PRICE

K

QTY

MT

TOTAL
COST

UNIT-
PRICE

K

QTY

MT

TOTAL
COST

1 2 3 4 5 6 7 8 9 10 11 12 13 14

1 RICE BRAN 17000 604 10.27 17510 2114 37.02 18035 2114 38.13 18576 2114 39.27

2 PEANUT OIL CAKE 50000 302 15.10 51500 1057 54.44 53045 1057 56.07 54636 1057 57.75

3 SESAMUM OIL CAKE 40000 302 12.08 41200 1057 43.55 42436 1057 44.86 43709 1057 46.20

4 CO I I  ON SEED MEAL 18000 755 13.59 18540 2643 49.00 19096 2643 50.47 • 19669 2643 51.99

5 POWDER OF PRAWN SHELL 40000 302 12.08 41200 1057 43.55 42436 1057 44.86 43709 1057 46.20

6 WATER HYACINTH 4000 303 1.21 4120 1059 4.36 4244 1059 4.49 4371 1059 4.63

7 STRAW 4000 151 0.60 4120 530 2.18 4244 530 2.25 4371 530 2.32

8 HUSK ASH 4000 151 0.60 4120 528 2.18 4244 528 2.24 4371 528 2.31

9 SUGAR CANE FIBRE 3500 151 0.52 3605 528 1.90 3712 528 1.96 3824 528 2.02

10 ALCOHOL WASTE WATER

(MOLASES) 1000 1511 1.51 1030 5287 5.45 1061 5287 5.61 1093 5287 5.78

11 EFFECTIVE MICROBES 18.63 66.51 67.84 69.19

TOTAL 86.21 310.14 318.78 327.66



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT
ESTIMATE OF FUEL CONSUMPTION AND COST

ANNEX-12

KYAT MILLION

KIND OF FUEL

YR 1 Y R 2 Y R 3 FROM Y R 4 T O Y R 1 0  

LATER YEARLY COST

QUANTITY

(GALLON)

COST QUANTITY

(GALLON)

COST QUANTITY

(GALLON)

COST QUANTITY

(GALLON)

COST

2 3 4 5 6 7 8 9 10

DIESEL OIL 4500 0.900 10500 2.210 10500 2.210 10500 2.210

ENGINE OIL 63 0.080 64 0.080 64 0.080 64 0.080

GREASE 0.001 0.003 0.003 0.003

TOTAL 0.981 2.293 2.293 2.293



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT 
MANNING TABLE ( STAFF AND LABOUR ) AND YEARLY SALARIES AND WAGES

ANNEX-13

3R.

'iO.

DEPARTMENT
AND

CATEGORY OF STAFF

NO. OF STAFF SALARY AND 
WAGES

YR1 Y R 2 FROM Y R 3  U PTO  YR 10

FOREIG
NER

LOCAL TOTAL US$ KYATS US$ KYAT

(MILLION)

TOTAL
(KYAT

(MILLION)

US$ KYAT

(MILLION)

TOTAL
(KYAT
(MILLION)

US$ ■ KYAT 

(MILLION)

TOTAL
(KYAT
MILLION)

1 2 3 4 5 6 7 8 g 10 11 12 13 14 15 16
HEAD QUARTER OFFICE 5 5 0.225 0.225 0.540 0.540 0.540 0.540

1 SUPERINTENDENT 1 1 10000 0.050 0.050 0.120 0.120 0.120 0.120
2 ACCOUNTANT 1 1 10000 0.050 0.050 0.120 0.120 0.120 0.120
3 COMPUTER OPERATOR 1 1 8000 0.040 0.040 0.096 0.096 0.096 0.096
4 CLERK 1 1 5000 0.025 0.025 0.060 0.060 0.060 0.060
5 SECRETARY 1 1 12000 0.060 0.060 0.144 0.144 0.144 0.144

PRODUCTION DEPT. 2 54 56 15000 1.529 4.979 36000 3.780 12.000 3.780 3.780
1 GENERAL MANAGER 1 1 20000 0.100 0.100 0.240 0.240 0.240 0.240

1 FACTORY 2 36 38 15000 0.844 4.294 36000 2.136 10.416 2.136 2.136
1 MANAGER 1 1 15000 0.075 0.075 0.180 0.180 0.180 0.180
2 ASST. MANAGER 1 1 10000 0.050 0.050 0.120 0.120 0.120 0.120
3 TECHNICIAN 1 1 1500 7500 1.725 18000 4.140
4 SKILLED LABOUR 1 1 1500 7500 1.725 18000 4.140
5 PACKING LABOUR 17 17 4500 0.382 0.382 0.918 0.918 0.918 0.918
6 WHEEL BARROW

LABOUR 8 8 4500 0.180 0.180 0.432 0.432 0.432 0.432
7 FACTORY LABOUR 5 5 4500 0.067 0.067 0.270 0.270 0.270 0.270
8 STORE LABOUR 4 4 4500 0.090 0.090 0.216 0 216 0.216 0.216

2 ADMIN& PROCUREMENT
BRANCH 14 14 0.430 0,430 1.032 1.032 1.032 1.032

1 MANAGER 1 1 15000 0.075 0.075 0.180 0.180 0.180 0.180
2 G.PROCUREMENT STAFF 1 1 8000 0.040 0.040 0.096 0.096 0 096 0.096
3 R.PROCUREMENT STAFF 1 1 10000 0.050 0.050 0.120 0.120 0.120 0.120
4 CASHIER 1 1 8000 0.040 0.040 0.096 0.096 0.096 0.096
5 SECURITY STAFF 4 4 4500 0.090 0.090 0.216 0.216 0.216 0.216
6 SANITARY LABOUR 4 4 4500 0.090 0.090 0.216 0.216 0.216 0.216
7 OFFICE HELPER 2 2 4500 0.045 0.045 0.108 0.108 0.108 0.108



SR.

NO.

DEPARTMENT
AND

CATEGORY OF STAFF

NO. OF STAFF SALARY AND 
WAGES

YR1 YR2 FROM YR3UPT0 YR 10

FOREIG
NER

LOCAL TOTAL US$ KYAT US$ KYAT
(MILLION)

TOTAL
(KYAT
MILLION)

US$ KYAT TOTAL
(KYAT

MILLION)

US$ KYAT
(MILLION)

TOTAL
(KYAT
MILLION)

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
3 ACCOUNT BRANCH 3 3 0.155 0.155 0.372 0.372 0.372 0.372

1 CHIEF ACCOUNTANT 1 1 15000 0.075 0.075 0.180 0.180 0.180 0.180
2 ACCOUNTANT 2 2 8000 0.080 0.080 0.192 0.192 0.192 0.192

3 SALE DEPARTMENT 11 11 0.435 0.435 1.044 1.044 1.044 1.044
1 GENERAL MANAGER 1 1 20000 0.100 0.100 0.240 0.240 0.240 0.240

1 YANGON BRANCH 7 7 0.255 0.255 0.612 0.612 0.612 0.612
1 MANAGER 1 1 15000 0.075 0.075 0.180 0.180 0.180 0.180
2 ASST. MANAGER 1 1 10000 0.050 0.050 0.120 0.120 0.120 0.120
3 ACCOUNTANT 1 1 6000 0.030 0.030 0.072 0.072 0.072 , 0.072
4 SALE PROMOTER 3 3 5000 0.075 0.075 0.180 0.180 0.180 0.180
5 CLERK 1 1 5000 0.025 0.025 0.060 0.060 0.060 0.060

2 TAUNGNGU BRANCH 3 3 0.080 0.080 0.192 0.192 0.192 0.192
1 SAL^MAN 2 2 5000 0.050 0.050 0.120 0.120 0.I20I 0.120
2 ACCOUNTANT 1 1 ■ 6000 0.030 0.030 0.072 0.072 0.0721 0.072

TOTAL 2 70 72 15000 2.189 5.639 36000 5.364 13.644 5.364 1 5.364



ANNEX-14

NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT
TRANSPORTATION AND HANDLING CHARGES OF FERTILIZER BAGS

SHIFTING FROM THE FACTORY TO YANGON DEPOTS

SR. PARTICULAR A/U YR  1 Y R 2 Y R 3 FROM YR4 UP TO  YR1C
NO. TRUCF TRAIN TRUCK TRAIN TR U C K TRAIN TR UCK TRAIN

1 2 3 4 5 6 7 8 9 10 11

1 AMOUNT OF

PRODUCT TO SHIFT TON 750 4500 1750 12250 1750 12250 1750 122'

2 TRANSPORTATION KYATS

CHARGES MILLION 0.80 1.17 2.80 3.19 3.64 4.14 3.64 4.1
3 HANDLING CHARGES 11

1 VEHICAL RENTLE II

CHARG ES 0.90 2.45 2.45 2.^
2 LOADING TO  T R U C K * II

3 UNLO ADING  FROM II

TR U C K  TO  W AG ON

(TRAIN) 0.18 0.49 0.49 0.^
4 UNLO ADING  FROM II

W A G O N  TO  TRUCK 0.18 0.49 0.49 0.^
5 UNLO ADING  FROM II

TR U C K  INTO

W A R E H O U S E 0.03 0.18 0.07 0.49 0.07 0.49 0.07 0.-1

TO TAL II 0.83 2.61 2.87 7.11 3.71 8.06 3.71 8.C

LOADING TO  TR U C K " W ILL BE PRO VIDED BY FA CTO RY LABOURS.



ANNEX-15

NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT

ESTIMATE PRODUCTION COST OF ORGANIC FERTILIZER

KYAT MILLION
SR.
NO. ITEM DESCRIPTION

YR-1 YR-2 YR-3 FROM YR-4 
UP TO YR-10

2 3 4 5 6
1

2

3

4

5

1
2
3
4
5

1
2

3

1
2

PRODUCTION COST
RAW MATERIAL 86.21 310.14 318.78 327.66
DIRECT LABOUR 4.98 12.06 3.78 3.78
INDIRECT PRODUCTION COST 12.37 43.38 45.69 47.79
FACTORY COST 103.56 365.58 368.25 379.23
PER UNIT PRODUCTION COST
OF BAG (KYAT) 431.5 435.21 438.39 451.46

OPERATING COST
SALES AND DISTRIBUTING COST 3.59 10.48 12.47 12.77
ADMINISTRATIVE AND FINANCIAL
OVERHEAD COST 46.79 49.24 51.09 51.46
OPERATING COST 50.38 59.72 63.56 64.23

TOTAL MANUFACTURING COST 153.94 425.30 431.81 443.46

MANUFACTURING COST PER
BAG (KYAT) 641.42 506.31 514.06 527.93

SELLING PRICE PER BAG
LOCAL (KYAT) 500.00 525.00 525.00 550.00

EXPORT (KYAT) 776.25 776.25 776.25 776.25



ANNEX-16

NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT 

LONG-TERM LOAN REPAYMENT AND INTEREST SCHEDULE

KYAT MILLION

YR

LOAN AT THE 

BEGINNING OF 

THE YEAR

REPAYMENT

OF

PRINCIPLE

INTEREST 

RATE 

( IN % )

INTEREST

PAYABLE

CLOSING 

BALANCE OF 

THE LOAN

REMARK

1 2 3 4 5 6 7

0 35.25
-

17.50 4.11 35.25 INTEREST FOR El(

MONTHS ONLY

1 35.25
-

'.17.50 2.06 35.25 INTEREST FOR FOl

MONTHS ONLY

2 35.25 7.05 17.50 6.17 28.20

3 28.20 7.05 17.50 4.94 21.15

4 21.15 7.05 17.50 3.70 14.10

5 14.10 7.05 17.50 2.47 7.05

6 7.05 7.05 17.50 1.23
-

TOTAL 35.25 24.68



ANNEX-17

NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT
DEPRECIATION SCHEDULE

KYAT MILLION

SR.

MO.

PARTICULAR TOTAL

COST

ESTIMATE

LIFE

(YR)

PERCEN

TAGE

DEPRECIATION

FROM YR 1 

TO YR 7

FROM YR8  

TO YR 10
1 2 3 4 5 6 7

1 PLANT AND BUILDINGS 69.14 20 5 3.46 3.46

2 BACKHUS MACHINE 60.95 20 5 3.05 3.05

3 OTHER MACHINE AND TOOLS 12.71 20 5 0.64 0.64

4 OFFICE FURNITURES 0.43 20 5 0.02 0.02

5 OFFICE INSTRUMENTS 0.43 10 10 0.04 0.04

6 LABORATORY APPARATUS 1.00 10 10 0.10 0.10

7 VEHICLES 3.00 7 15 0,45

TOTAL 7.76 7.31



ANNEX-18
NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT

INCOME-TAX CALCULATION TABLE

(KYAT) KYATW

SR.
NET PROFIT 

FROM K1 UP TO K 500000
INCOME 
TAX RATE

INCOME
TAX

NO.
FROM UP TO PROFIT FOR 

TAXATION ( IN % )
1 2 3 4 5 6

1 1 5000 5000 3 150

2 5001 10000 5000 5 250

3 10001 20000 10000 7 700

4 20001 30000 10000 10 1000

5 30001 50000 20000 12 2400

6

V

50001 70000 20000 15 3000

7 70001 90000 20000 16 3200

8 90001 110000 20000 17 3400

9 110001 150000 40000 18 7200

10 150001 200000 50000 19 9500

11 200001 300000 100000 20 20000

12 300001 500000 200000 22 44000

TOTAL 500000 94800

YR NET PROFIT
INCOME 
TAX OF 
K 500000 

AND BELOW

INCOME TAX OF K 500001 
AND ABOVE

TOTAL

TAXPROFIT FOR 
TAXATION

INCOME TAX 
RATE (IN %)

INCOME
TAX

1 2 3 4 5 6 7(3+6)

Y R 4 75.56 0.0948 75.06 30 22.52 22.61

Y R 5 76.79 0.0948 76.29 30 22.89 22 98

Y R 6 78.03 0.0948 * 77.53 ’ 30 23.26 23 35

Y R 7 79.26 0.0948 78.76 30 23.63 23.72

Y R 8 79.71 0.0948 79.21 30 23.76 23.86

Y R 9 79.71 0.0948 79.21 30 23.76 23.86

YR 10 79.71 0.0948 79.21 30 23.76 23.86

ILLION



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT 

YEARLY ESTIMATE PRODUCTION , TRADING AND PROFIT AND LOSS ACCOUNT

ANNEX-19

KYAT MILLION

SLN O . DETAILS YR 1 YR 2 YR 3 YR 4 YR 5 YR 6 YR 7 YR 8 YR 9 YR 10

1 SALES 139.89 504.32 504.32 519.02 519.02 519.02 519.02 519.02 519.02 519.02

1 LOCAL 84.00 308.70 308.70 323.40 323.40 323.40 323.40 323.40 323.40 323.40

2 EXPORT 55.89 195.62 195.62 195.62 195.62 195.62 195.62 195.62 195.62 195.62

2 PRODUCTION 103.56 365.58 368.25 379.23 379.23 379.23 379.23 379.23 379.23 379.23

1 RAW MATERIALS 86.21 310.14 318.78 327.66 327.66 327.66 327.66 327.66 327.66 327.66

2 DIRECT LABOUR COST 4.98 12.06 3.78 3.78 3.78 3.78 3.78 3.78 3.78 3.78

3 FACTORY OVERHEAD COST 12.37 43.38 45.69 47.79 47.79 47.79 47.79 47.79 47.79 47.79

V
3 TRADING 3.59 10.48 12.47 12.77 12.77 12.77 12.77 12.77 12.77 12.77

1 TRANSPORTATION AND

HANDLING CHARGES 3.44 9.98 11.77 11.77 11.77 11.77 11.77 11.77 11.77 11.77

2 OTHER SALES AND

DISTRIBUTION COST 0.15 0.50 0.70 1.00 1.00 1.00 1.00 1.00 1.00 1.00

4 GROSS PROFIT ON SALES 32.74 128.26 123.60 127.02 127.02 127.02 127.02 127.02 127.02 127.02



SLN O D blA ILS YR 1 YR 2 YR 3 YR 4 YR 5 YR 6 YR 7 YR 8 YR 9 YR 10

5 ADMINISTRATIVE AND

FINANCIAL OVERHEAD COST 42.68 49.24 51.09 51.46 50.23 48.99 47.76 47.31 47.31 47.31

1 SALARIES 0.66 1.58 1.58 1.58 1.58 1.58 1.58 1.58 1.58 1.58

2 TRAVELLING ALLOWANCE 0.40 0.50 0.60 0.70 0.70 0.70 0.70 0.70 0.70 0.70

3 OUTFIT ALLOWANCE 0.04 0.05 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07

4 STATIONARIES 0.05 0.10 0.15 0.20 0.20 0.20 0.20 0.20 0.20 0.20

5 POST AND TELEGRAPH 0.10 0.20 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25

6 SALE PROMOTION EXPENSE 15.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00

7 BANK INTEREST

(LO NG  TERM+ ANNUAL) 15.41 28.79 28.42 28.14 26.91 25.67 24.44 24.44 24.44 24.44
V

8 REPAIRING CHARGES 1.00 2.00 3.50 4.00 4.00 4.00 4.00 4.00 4.00 4.00

9 DEPRECIATION 7.76 7.76 7.76 7.76 7.76 7.76 7.76 7.31 7.31 7.31

10 PREMIUM FOR INSURANCE 1.76 1.76 1.76 1.76 1.76 1.76 1.76 1.76 1.76 1.76

11 BUILDING RENTAL 0.50 1.50 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

6 NET PROFIT BEFORE TAX -9.94 79.02 72.51 75.56 76.79 78.03 79.26 79.71 79.71 79.71

7 INCOME TAX 22.61 22.98 23.35 23.72 23.86 23.86 23.86

8 NET PROFIT AFTER TAX -9.94 79.02 72.51 52.95 53.81 54.68 55.54 55.85 55.85 55.85



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT
FINANCIAL ANALYSIS AND CALCULATION

ANNEX-20

KYAT MILLION

NO. PARTICULAR YEAR 1 YEAR 2 YEAR 3 YEAR 4 

UP TO YEAR 10

1 FIXED COST 28.67 36.63 32.56 33.15

1 LABOUR COST 4.98 12.06 3.78 3.78

2 ADMINISTRATION AND

MARKETING OVERHEADS 23.69 24.57 28.78 29.73

2 VARIABLE COST 111.34 374.74 386.55 398.49

1 RAW MATERIALS 86.21 310.14 318.78 327.66

2 PACKING MATERIALS 10.80 39.69 42.00 44.10

3 WATER, POW ERS FUEL 0.98 2.29 2.29 2.29

4 INTEREST OF WORKING CAPITAL

LOAN 13.35 22.62 23.48 24.44

3 TOTAL SALES REVENUE 139.89 504.32 504.32 519.02

BREAK EVEN SALE 140.54 142.53 139.15 142.89

BREAK EVEN QUANTITY (TON) 6025 5936 5806 5776

PAY ■ BACK PEROID = 4 YEARS

NET PRESENT WORTH = (+ ) 206.19

BENEFIT COST OF RATIO =1.096



TOTAL INVESTMENT
PAY BACK PERIOD= NON PROFIT PERIOD + -------------------------------------

l.PAY BACK PERIOD

A V ER A G E N E T  PR O FIT FOR 
9 YEARS

197.27
PAY BACK PERIOD= 1 + ----------

58.46 

= 1 + 3.37 

= 4.37 

= 4 YEARS

2. N E T  PR ESE N T W O RTH

N P W = TOTAL PRESENT WORTH OF BENEFIT -  TO TAL PRESEN T
WORTH OF EXPENDITURE

N P W  =2345.11 - 2257.9

= (+) 87.21

NPW = (+) ACCEPT THE PROJECT BECAUSE IT IS ECONOMICALLY WORTHWHILE

3. B E N E FIT  CO ST OF RATIO ( BC RA TIO  )

TOTAL PRESENT WORTH OF BENEFIT
B C RATIO

TOTAL PRESENT WORTH OF EXPENDITURE

2345.11
B C RATIO = ------------

2138.92 
= 1.096

1.096>1. ACCEPT THE PROJECT BECAUSE IT IS ECONOMICALLY WORTHWHILE



4. B R E A K  E V E N  SA LE ( B. E. S )
BREAK EVEN SALE FOR YEAR 1 IS AS FOLLOWS :

FIXED COST 
B. E. S = --------------------------------

BREAK EVEN ANALYSIS

CONTRIBUTION
SALES

CONTRIBUTION = SALES -  VARIABLE COST

28.67
B .E . S =

28.55
139.89
28.67

= = 140.54
0.204

BREAK EVEN SALE FOR YEAR 2 IS AS FOLLOWS:

36.63
B. E. S = ________

129.58
504.32
36.63

= -  142.53
0.257

BREAK EVEN SALE FOR YEAR 3 IS AS FOLLOWS:
32.56

B. E. S = -----------
117.77

504.32
32.56
--------  = 139.15
0.234

BREAK EVEN SALE FOR YEAR 4 IS AS FOLLOWS:

33.15
B. E. S = ---------------

120.53
519.02
33.15
-------- = 142.89
0.232 >



5.B R E A K  EV E N  Q UAN TITY ( B. E. Q )

BREAK EVEN QUANTITY FOR YEAR 1 IS AS FOLLOWS:-
FIXED COST

B. E. Q = ---------------------------------------------  X 6000 TONS
SALES-VARIABLE COST

28.67
B. E. Q = ------------------------------------- X 6000

139.89- 111.84
28.67

------------------- X 6000 = 6025 TON
28.55

BREAK EVEN QUANTITY FOR YEAR 2 IS AS FOLLOWS:-

36.63
B .E . Q = --------------------------X 21000

504.32- 374.74
36.63

X 21000 = 5936 TON
129.58

BREAK EVEN QUANTITY FOR YEAR 3 IS AS FOLLOWS

32.56
X 21000

504.32-386.55
32.56

----------- X 21000 = 5806 TON
117.77

BREAK EVEN QUANTITY FOR YEAR 4 IS AS FOLLOWS:-

33.15
B. E. Q = ----------------------------------- X 21000

519.02- 398.49
33.15

=  - - - - - - - - - - - - - - -  X  21000 =5776 TON
120.53



ANNEX-21

NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT 
IRR CALCULATION

YR CASH FLOW
DISCOUNT OR 

PRESENT VALUE 
INTEREST FACTOR

PRESENT VALUE
DISCOUNT OR PRESENT 

VALUE INTEREST FACTOR PRESENT VALUE

®  14.08% @ 14.08% m  23% @ 23%
1 2 oJ 4 ( 3 X 2 ) 5 6 (5X 2)
0 (195.21) (195.21)

1 -0.12 0.876578 -0.105 0.813008 -0.098

2 47.24 0.768389 36.299 0.660982 31.225

n 85.21 0.673553 57.393 0.537384 45.79

4 64.41 0.590042 38.005 0.436897 28.14

5 64.04 0.517550 33.144 277.029 0.355201 22.75 190.88

. 6 63.67 0.453673 28.885 0.288781 18.387

7 63.30 0.397680 25.173 0.234782 14.862

8 63.16 0.348597 22.017 0.190879 12.056

9 63.16 0.305573 19.300 0.155187 9.802

10 63.16 0.267858 16.918 0.126168 7.969

NPV @ 14 . 08%= 81.82

277.029- 195.21 81.82
IRE. = 14.08+------------------------  X 8.92 = 14.08 + --------- X 8.92 = 22.55

277.029 - m . l 86.149



KYAT MILLION

ANNEX- 22
NATURAL ORGANIC FERTILIZER PRODUCTION PROFIT

CONTRIBUTION TO NATIONAL INCOME

YR NET PROFIT DEPRICIATION WAGES AND 

SALARIES

TAXES TOTAL

1 2 3 4 5 6

1 7.76 5.64 13.40

2 79.02 7.76 13.64 100.42

3 72.51 7.76 5.36 85.63

4 52.95 7.76 5.36 22.61 88.68

5 53.81 7.76 5.36 22.98 89.91

6 . 54.68 7.76 5.36 23.35 91.15

7 55.54 7.76 5.36 23.72 92.38

8 55.85 7.31 5.36 23.86 92.38

9 55.85 7.31 5.36 23.86 92.38

10 55.85 7.31 5.36 23.86 92.38

TOTAL 535.80 76.25 62.16 164.25 838.71

AVERAGE .CONTRIBUTION TO NATIONAL INCOME 83.87



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT 
DETAIL CALCULATION

ANNEX - 23

P A G E  N O . l

SR. N O D E T A I L S Y R  - 0 Y R  - 1 Y R  - 2 Y R  - 3 Y R  - 4 Y R  - 5 Y R  - 6 Y R  - 7 Y R  - 8 Y R  - 9 Y R  - 10

A PROJECT COST.
1 C I V I L  W O R K S - 1 7 . 2 5

2 P L A N T  & M A C H I N E R Y - 1 3 0 . 8 0

3 O F F I C E , F U R N I T U R E  & I N S T R U M E N T - 2 . 3 1

4 W O R K I N G  C A P I T A L  M A R G I N - 4 0 . 7 4

5 I N T E R E S T  D U R I N G  C O N S T R U C T I O N

P E R I O D - 4 . 1 1

1

B ' SALES REVENUE
S A L E S  ( T O N ) ( L O C A L ) 4 2 0 0 1 4 7 0 0 1 4 7 0 0 1 4 7 0 0 1 4 7 0 0 1 4 7 0 0 1 4 7 0 0 1 4 7 0 0 1 4 7 0 0 1 4 700

S E L L I N G  P R I C E  P E R  T O N  (LOCAL) 2 0 0 0 0 2 1 0 0 0 2 1 0 0 0 2 2 0 0 0 2 2 0 0 0 2 2 0 0 0 2 2 0 0 0 2 2 0 0 0 2 2 0 0 0 2 2 0 0 0

S A L E S  R E V E N U E  (LOCAL) 8 4 . 0 0 3 0 8 . 7 0 3 0 8 . 7 0 3 2 3 . 4 0 3 2 3 . 4 0 3 2 3 . 4 0 3 2 3 . 4 0 3 2 3 . 4 0 3 23 .40 3 2 3 . 4 0

S A L E S  ( T O N ) ( E X P O R T ) 1 8 0 0 5 300 6300 6 300 6300 6 3 0 0 6300 6300 6300 6300

S E L L I N G  P R I C E  P E R  T O N ( E X P O R T ) 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0 3 1 0 5 0

S A L E S  R E V E N U E  (EXPORT) 5 5 . 8 9 1 9 5 . 6 2 1 9 5 . 6 2 1 9 5 . 6 2 1 9 5 . 6 2 1 9 5 . 6 2 1 9 5 . 6 2 1 9 5 . 6 2 1 95 . 62 1 9 5 . 6 2

T O T A L  S A L E S  (TONS) 6 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0

T O T A L  S A L E S  R E V E N U E 1 39 . 89 5 0 4 . 3 2 5 0 4 . 3 2 5 1 9 . 0 2 5 1 9 . 0 2 5 1 9 . 0 2 5 1 9 . 0 2 5 1 9 . 0 2 5 1 9 . 0 2 5 1 9 . 0 2
V

C COST OF PRODUCTION & SALES
R A W  M A T E R I A L S 8 6 . 2 1 3 1 0 . 1 4 3 1 8 . 7 8 3 2 7 . 6 6 3 2 7 . 6 6 3 2 7 . 6 6 3 2 7 . 6 6 3 2 7 . 6 6 3 2 7 . 6 6 327 .66

P A C K I N G  M A T E R I A L S 10 . 80 39 . 69 4 2 . 0 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0

L A B O U R  C O S T 4 . 9 8 1 2 . 0 6 3 .78 3 . 7 8 3 . 7 8 3 .78 3 .78 3.7 8 3 .78 3 .78

W A T E R , P O W E R  & F U E L 0 . 9 8 2 . 2 9 2 .29 2 . 2 9 2 .29 2 .29 2 .29 2.2 9 2.2 9 2.2 9

A D M I N I S T R A T I V E  A N D  M A R K E T I N G

O V E R H E A D S 23 . 69 2 4 . 5 7 2 8 . 7 8 2 9 . 7 3 29 .73 29 .73 2 9 . 7 3 2 9 .73 2 9 . 7 3 2 9 . 7 3

I N T E R E S T  O N  W O R K I N G

C A P I T A L  L O A N 13 .35 22 . 62 23 .48 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4

T O T A L  C O S T  OF  P R O D U C T I O N  A N D -

S A L E S 1 4 0 . 0 1 4 1 1 . 3 7 4 1 9 . 1 1 4 3 2 . 0 0 4 32 . 00 4 32 . 00 4 3 2 . 0 0 432 .00 4 3 2 . 0 0 4 3 2 . 0 0



NATURAL ORGANIC FERTILIZER PRODUCTION PROJECT
'PAGE N O . 2

3R.N0 D E T A I L S Y R - 0 Y R  - 1 Y R  - 2 Y R  - 3 Y R  - 4 Y R  - 5 Y R  - 6 Y R  - 7 Y R  - 8 Y R  - 9 Y R  - 10

D PROFIT BEFORE DEPRECIATION,

INTEREST AND TAX ( PBDIT ) - 0 . 1 2 92 .95 8 5 . 2 1 8 7 . 0 2 8 7 . 0 2 8 7 . 0 2 87 .,02 8 7 . 0 2 8 7 . 0 2 87 .02

E DEPRECIATION 7 . 7 6 7 . 7 6 7 . 7 6 7 . 7 6 7 . 7 6 7 . 7 6 7 .76 7 . 3 1 7 . 3 1 7 . 3 1

F PROFIT BEFORE INTEREST AND

TAX (PBIT) - 7 . 8 8 8 5 . 1 9 7 7 . 4 5 79 .26 79 .26 79 .26 7 9 . 2 6 79 .71 7 9 . 7 1 79 .71

6 INTEREST ON LONG-TERM LOANS 2 . 0 6 6 .17 4 . 9 4 3 .70 2 .47 1 . 2 3

H PROFIT BEFORE TAX ( PBT ) - 9 . 9 4 7 9 . 0 2 7 2 . 5 1 7 5 . 5 6 7 6 . 7 9 7 8  . 03 7 9 . 2 6 79 .71 7 9 . 7 1 7 9 . 7 1

V

I INCOME-TAX RATE (IN ?S ) ★

J INCOME-TAX 2 2 . 6 1 22 . 98 23 .35 23 .72 23 .86 23 .86 23 .86

K PROFIT AFTER TAX ( PAT ) -9 .94 79 .02 7 2 . 5 1 5 2 . 9 5 53 .81 5 4 . 6 8 5 5 . 5 4 5 5 . 8 5 5 5 . 8 5 5 5 . 8 5

L PAYBACK OF DEFERRED PAYMENT

FOR MACHINE 4 5 . 7 1

M NET CASH FLOW - 1 9 5 . 2 1 -0 .12 47 .24 8 5 . 2 1 6 4 .41 6 4 . 0 4 63 .67 63 .30 63 .16 63 .16 63 .16

N NET PRESENT VALUE ( NPV ) 8 1 . 8 2

* I N C O M E -  T A X  R A T E  (IN % ) = 3% T O  3 0 % ( D E T A I L  C A L C U L A T I O N S  A R E  A T T A C H E D )



NATURZUl. ORGANIC FERTILIZER PRODUCTION PROJECT
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) . D E T A I L S Y R  0 Y R  1 Y R  2 Y R  3 Y R  4 Y R  5 Y R  6 Y R  7 Y R  8 Y R  9 Y R  10
WORKING CAPITAL REQUIREMENT
P R O D U C T I O N  ( T P A  ) 6 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0 2 1 0 0 0

R A W  M A T E R I A L  C O S T  P E R  T O N  O F

F I N I S H E D  P R O D U C T 1 4 3 6 9 1 4 3 6 9 1 5 1 8 0 1 5 6 0 3 1 5 6 0 3 1 5 603 1 5 6 0 3 1 5 6 0 3 1 5 6 0 3 1 5 6 0 3
R A W  M A T E R I A L  R E Q T  P E R  A N N U M 8 6 . 2 1 3 1 0 . 1 4 3 1 8 . 7 8 3 2 7 . 6 6 3 2 7 . 6 6 3 2 7 . 6 6 3 2 7  .66 3 2 7 . 6 6 3 2 7 . 6 6 3 2 7 . 6 6
R A W  M A T E R I A L  I N V E N T O R Y

( 3 C Y C L E S '  S T O C K  ) 8 6 . 2 1 1 3 2 . 9 2 1 3 6 . 6 2 1 4 0 . 4 3 1 4 0 . 4 3 1 4 0 . 4 3 1 4 0 . 4 3 1 4 0 . 4 3 1 4 0 . 4 3 1 4 0 . 4 3
P A C K I N G  M A T E R I A L  C O S T  P E R  T O N

O F  F I N I S H E D  P R O D U C T 1 8 0 0 1 8 9 0 2 0 0 0 2 1 0 0 2 1 0 0 2 1 0 0 2 1 0 0 2 1 0 0 2 1 0 0 2 1 0 0
P A C K I N G  M A T L .  R E Q T . P E R  A N N U M 1 0 . 8 0 3 9 . 6 9 4 2 . 0 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0 4 4 . 1 0

P A C K I N G  M A T E R I A L  I N V E N T O R Y

(3 M O N T H S '  S T OCK) 1 0 . 8 0 9 .92 1 0 . 5 0 1 1 . 0 3 11. 03 1 1 . 0 3 1 1 . 0 3 1 1 . 0 3 1 1 . 0 3 11. 03

S A L E  C R E D I T  (50 0 TONS) 1 0 . 0 0 1 0 . 5 0 1 0 . 5 0 1 1 . 0 0 1 1 . 0 0 1 1 . 0 0 1 1 . 0 0 1 1 . 0 0 1 1 . 0 0 1 1 . 0 0

M I N I M U M  C A S H  B A L A N C E  R E Q T . 0 . 5 0 0 . 5 0 0 . 5 0 0 . 5 0 0 . 5 0 0 .50 0 .50 0.5 0 0.5 0 0 .50

T O T A L  C U R R E N T  A S S E T S 1 07 .51 153 .84 1 5 8 . 1 2 1 6 2 . 9 6 162 .96 162 .96 1 6 2  .96 162 . 96 162 .96 1 6 2 . 9 6

W O R K I N G  C A P I T A L  M A R G I N  ® 25 %

O F  M A X I M U M  C U R R E N T  A S S E T S 40 .74 40 .74 40 .74 40 .74 40 .74 4 0 . 7 4 40 .74 4 0 . 7 4 40 .74 40 .74

W O R K I N G  C A P I T A L  L O A N  R E Q U I R E D 6 6 . 7 7 113 .10 1 1 7  .38 122 .22 1 22 .22 122 .22 122 .22 1 2 2 . 2 2 1 2 2 . 2 2 1 2 2 . 2 2

I N T E R E S T  R A T E  O N  W O R K I N G -

C A P I T A L  L O A N  ( I N  % ) 2 0 . 0 0 2 0 . 0 0 2 0 . 0 0 2 0 . 0 0 2 0 . 0 0 2 0 . 0 0 20  . 00 2 0 . 0 0 2 0 . 0 0 20. 00

I N T E R E S T  O N  W O R K I N G  C A P I T A L

L O A N 13 .35 2 2 . 6 2 23 .48 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4 2 4 . 4 4

LONG-TERM LOAN REPAYMENT &
INTEREST SCHEDULE
L O A N  A T  T H E  B E G I N N I N G  O F  Y E A R 35 .25 3 5 . 2 5 2 8 . 2 0 2 1 . 1 5 1 4 . 1 0 7 .05

I N T E R E S T  R A T E  ( I N  % ) 1 7 . 5 0 1 7 . 5 0 1 7 . 5 0 17 .50 1 7 . 5 0 1 7 . 5 0

I N T E R E S T  P A Y A B L E 2 .06 6.1 7 4 . 9 4 3 . 7 0 2 .47 1.23

R E P A Y M E N T  O F  P R I N C I P A L 7 . 0 5 7 . 0 5 7 .05 7 . 0 5 7 .05
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S L . N O D E T A I L S  ■ Y R  0 Y R  1 Y R  2 . Y R  3 Y R  4 Y R  5 Y R  6 Y R  7 Y R  8 Y R  9 Y R  10

COST OF CAPITAL

E Q U I T Y 1 1 4 . 2 5 1 1 4 . 2 5 1 1 4 . 2 5 1 1 4 . 2 5 1 1 4 . 2 5 1 1 4 . 2 5 1 1 4 . 2 5 1 1 4 . 2 5 1 1 4 . 2 5 114.25

N E T  C A S H  F L O W - 0 . 1 2 47 .24 85 .21 64 . 41 6 4 . 0 4 63 . 67 63 .30 63 .16 63 .16 63 .16

L E S S  I N T E R E S T  A N D  R E P A Y M E N T

O F  P R I N C I P A L 2 . 0 6 13 .22 1 1 . 9 9 1 0 . 7 5 9 .52 8.28

N E T  C A S H  S U R P L U S - 2 . 1 8 34  . 02 73 .22 53 .66 5 4 . 5 2 5 5 . 3 9 63 .30 63 .16 6 3 . 1 6 63 .16

D I V I D E N D  @ 3 0% O F  C A S H  S U R P L U S 10 .21 2 1 . 9 7 16 .10 16 .36 1 6 . 6 2 1 8 . 9 9 1 8 . 9 5 1 8 . 9 5 18.95

D I V I D E N D  A S  A  F R A C T I O N  O F  E Q U I T Y 0 . 09 0 .19 0 .14 0 . 1 4 0 .15 0 .17 0 .17 0.17 0.17

P E R C E N T A G E  D I V I D E N D 8 .94 1 9 . 2 3 1 4 . 0 9 1 4 . 3 2 1 4 . 5 5 1 6 . 6 2 1 6 . 5 9 16 . 59 16.59

AVERAGE DIVIDEND 13 .75

D E B T  . .35.25 35 .25 2 8 . 2 0 , 2 1 . 1 5 1 4 . 1 0 7 .05

I N T E R E S T  O N  D E Q T  (%) 1 7 . 5 0 1 7 . 5 0 17 . 50 17 .50 1 7 . 5 0 1 7 . 5 0

W E I G H T E D  C O S T  O F  C A P I T A L 3 .16 8 . 3 9 1 8 . 8 8 14 . 62 14. 67 1 4 . 7 1 16 . 62 1 6 . 5 9 16 . 59 15.59

W E I G H T E D  A V E R A G E  C O S T  OF

C A P I T A L  (%) 1 4 . 0 8

W E I G H T E D  A V E R A G E  C O S T  O F

C A P I T A L 0 . 1 4
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A  C  K N  O  W  L  E  D  G  E  M  E  N  T

The Twelfth ICA-JAPAN Training Course on “Strengthening Management o f  Agricultural 

Cooperatives in Asia”, India-Philippines-Japan (October 20, 1997 -  April 23, 1998) has given 

m e valuable exposure to broaden my understanding and knowledge o f  Cooperative Integrated 

M anagement in particular and the thrust and essence o f  the M ovem ent in general.

For the sake o f  increasing the income o f  the marginal farmers, to extend socio-econom ic 

benefits to  the community and to provide fresh and pure milk to  the residents o f  the 

Rawalpindi and Islamabad Cities, I have attempted to make this project.

I would like to express my sincere gratitude to Dr. Daman Parkash, Project Director and the 

staff o f  the ICA as w ell as Prof Krishnamurti and Faculties o f  IRM A and VAM NICOM  who 

imparted us valuable, informative and cordial assistance to polish our skill and knowledge.

A lso I am very much indebted to the M anagement o f  my sponsoring organization (PPCB) 

who provided me this unique opportunity.

A bove all, I am grateful to Almighty “ALLAH” w ho is gracious, merciful and kind to the 

human beings.

LAHORE, PAKISTAN: 
February in 1998.

MUHAMMAD ASHRAF.



1.1 T h e  project is to set up “R aw alpindi/Islam abad Cooperative Dairy Union 

Limited” having its operational Office in Rawalpindi for procuring and selling 

fresh milk of 10000 litres per day with the purpose of increasing the income 

of the marginal farmers, to extend socio-econom ic benefits to the community 

and to provide fresh and pure milk to the residents of the Rawalpindi and 

Islam abad Cities, through retail out-lets of the Union.

1.2 T h e  schem e is designed to cover the farm ing com munity of the Rawalpindi 

Division and its peripheries, who generally possess small land holdings, 

entirely depending upon rainfall and their income is limited. T h e  adoption of 

milk supply will help add to their income. T h e  schem e will also benefit the 

consum ers of the area, particularly the twin cities of Rawalpindi and 

Islam abad.

1.3 T h e  Governm ent of the Punjab from the block allocation will fund this project 

as G rant for Cooperative Sub-Sector under its schem e to provide essential 

foods to people for upgrading their health.

1 .4  T h e  fresh market milk will be sold through the Union’s retail out-lets.

1 .5  It is expected that the im plem entation of this schem e will provide an 

increased and stabilized dem and/price for raw  milk and a guaranteed market



channel, which will induce the farmers to raise more dairy cattle and protect 

dairy farm ers from the unexpected/unfair price.

1.6 T h e  total Capital Investm ent of this project will be R s.6 .0  million, which will be 

funded by the Governm ent of the Punjab as Grant. T h e  working capital 

requirem ent will be R s .500 ,000 /- to be met from equity.

1.7 T h e  operating rate of the dairy plants will be 70 percent in the first year that 

will be step by step increased to 90  percent from the fourth year of operation  

for onward period.

1.8 T h e  project life is 10 years including 1 year of its implementation.

1.9 T h e  Net Present V a lu e  of the Capital Investment of the project is estim ated  

to be Rs. 1 0 ,3 4 5 ,8 1 9  at an assum ed discount rate of 14 percent because the  

Federal Bank for Cooperatives provide project finance at this rate. T h e  

Internal Rate of Return will be 47  percent, which is much higher than the  

assum ed capital cost of investment, 14 percent.



O J J .

2.1. Overall Situation:

Pakistan is primarily an agricultural country and milk production is an important part 

of it. Milk production supplements and stabilizes farm income. In Pakistani diet, milk 

is a major part of food consumption and plays a prominent role. As food group, all 

milk (both milk and milk equivalent) is second only to cereals in level of per capita 

consumption. By weight, all milk makes up nearly on third of all food consumed. It is 

consumed as fresh, boiled, powdered and processed milk and as yogurt, ghee, 

lassi, butter, cheese, ice cream, sweet meats and other confectioneries. About half 

of all the milk is consumed as fresh and boiled milk, about one fourth as ghee and 

one sixth as yogurt or curd. The average consumer spends one fourth of his food 

budget on all milk. Due to highly perishable nature of this commodity, fluid milk has 

been made available for consumption to the urban population in fresh and 

processed form.

Population inflow to Islamabad and Rawalpindi has been very rapid because the 

fonner being capital and twin cities. The area having low agricultural potential and 

Barani, does not meet the fresh milk requirement of the residents of both the cities.

The Dairy Development Board set up Islamabad Milk Plant in 1974 with primary 

objective of collection of fresh milk from producers and supplying it to the 

consumers of both the cities. Initially it operated successfully but later on due to 

operational failure and low supplies it was closed down for the last 14 years. Thus, 

the consumers are left at the mercy of private milk dealers and Dodhies who supply 

impure and adulterated milk and charge them very high prices. To meet this short



fall, packed milk is supplied by the milk processing Plants at very expensive rates, 

i.e.Rs.27/- per litre which is out of common man’s reach. The high prices of UHT  

packed milk by milk processing plants and poor availability of fresh and raw milk in 

the adjoining areas induce the milk dealers to arrange supplies from Districts of 

Mandi Baha-ud-din, Gujrat and Sargodha, which are rich source of milk production. 

Milk dealers being profit oriented, supply impure and adulterated milk and also 

charge high prices.

The per capital income of the twin cities is very high which assures the high 

potential market of milk and milk products.

2.2. Area of Project:

The scheme is designed to cover the farming community of the Rawalpindi Division 

and its peripheries and to provide fresh and pure milk to the residents of Islamabad 

and Rawalpindi twin big cities. The estimated milk production in the year 1994-95  

was 18277 ‘000’ tonnes and in the year 1995-96 was 19143 ‘000’ tonnes. However, 

Pakistan imported milk and milk products in the year 1994-95 to the tune of 

Rs.12,751,940 thousand and in the year Rs. 15,190,740 thousand.

2.3. Problems Faced bv the Farmers:

Rawalpindi region has low agricultural potential because of being rain-fed area. The 

past experience shows that milk production of members and associate farmers in 

Rawalpindi and allied areas under Cooperative network was very low which made 

the whole operation uneconomical as it could not even meet the overhead 

expenses. Consequently, project was closed down.



2.4. Need and Justification of the Project:

To make the operation viable, it is necessary that bulk supplies are available and 

operational volume should justify the operational cost. The scheme will provide a 

mechanism through Cooperative infrastructure for providing better market 

opportunities to the producer farmers as well as pure and fresh milk to consumers in 

Rawalpindi and Islamabad cities, at competitive prices. Thus Union’s activities will 

promote the economic interests of small producer fanners in respective areas by 

providing them a guaranteed market and fair prices throughout the year and will also 

stabilize the prices of fresh milk in Rawalpindi and Islamabad cities. The scheme will 

also help in supplementing the Government efforts in providing pure essential foods 

to people for upgrading their health.

2.5. Benefits to the Farmers:

The income of the farmer members would substantially increase by the proposed 

marketing system of the milk supplied by the producer farmers through union. It is 

expected that the farmers will receive at least Rs.1.00 more than what they are 

presently getting from the milk dealers under conventional system thus giving an 

additional income of about Rs.300,000/- per month on the basis of 10,000 litres milk 

per day procurement, if the plants achieve their maximum capacity.



J . J E . C  T .

3.1. Scope of the Union:

Since the area having low agricultural potential and Barani, does not meet the fresh 

milk requirement of the residents of Islamabad and Rawalpindi cities, therefore, 

Village Dairy Cooperative Societies (DCS) will be formed who will be affiliated and 

supervised by the Union to make them economically viable, to achieve the 

economies of the scale and to extend the socio-economic benefits to the producer 

farmers.

3.2. Obiectives:

The Government policy is to increase milk production through institutional support 

and input supply in order to provide pure essential foods to people for upgrading 

their health. The objectives of the Union/Project are not only to facilitate operation of 

village Dairy Cooperative Societies and to canry out activities for the economic 

development of dairy farmers of the area by effectively organizing the production, 

collection, handling and processing but also marketing of milk and technical 

services, supplies of fodder and cattle feed etc., to the milk producers and provide 

quality milk to consumers at competitive prices. Thus the Union will represent the 

dairy farmers and also implement dairy development activities to achieve the 

following objectives;

>  To increase the income of farmers by assuring the price of raw milk.

>  To provide pure and fresh milk to Islamabad and Rawalpindi cities.

>  To induce the farmers to enter the dairy industry by providing a secure and 
remunerative martlet.

>  To protect the dairy farmers from price fall when milk oversupplied.
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>  To build and assist village level institutions in cooperative sector to manage the 
dairy activities.

>  To ensure provision of milk production inputs, processing facilities and 
dissemination of know-how.

>  To facilitate rural development, introducing cash economy and opportunity for 
steady income.

To sum up, the main core objectives of the Union are to eliminate middlemen and 

organize institutions to be owned and managed by the milk producers themselves, 

achieve economies of scale to ensure maximum returns to the milk producers, at 

the same time providing wholesome milk at lowest possible price to urban 

consumers.

3.3. Operational Rationale:

The important aspect of the project is to develop and look after the economic 

interests of small milk producers by organizing their Cooperative Dairy Societies on 

the one end and to save the inhabitants of twin cities on the other end from 

exploitation of professional milk dealers by supplying them fresh and pure milk on 

competitive prices through union network of retail shops. Since the raw milk is not 

available in bulk supplies in one area, therefore, four milk collection centers will be 

established in the milk producing. The milk thus collected from these producers will 

be chilled and transported to the union’s sales points in Rawalpindi and Islamabad. 

The major steps In operation are listed below;

a) Four milk procurement centers will be established with minimum potential raw 

milk collection of 2,500 litres per day.



b) Providing of basic infrastructure like, Land & Building, laboratory and mill< 

processing equipment, etc. will be the Union’s responsibility.

c) The maintenance of milk processing equipment will be the responsibility of 

union.

d) Raw milk will be purchased from the producer farmers/Dairy Cooperative 

Societies on cash basis at the collection points and from there it will be the 

responsibility of the union to preserve it and market it.

e) Union will arrange its own tank lorry for transporting processed fresh market milk 

from procurement centers to the Union’s retail out lets in Rawalpindi and 

Islamabad cities.

f) Prices will be according to the prevailing prices in the respective areas and will 

be mutually agreed between Dairy Cooperative Societies and the Union.

g) Union will arrange training programs to increase milk production and upkeep of 

dairy animals.

h) At a later stage, union will run the feed mill and will provide cattle feed to 

members and associate fanners on no-profit no-loss basis and will recover such 

cost against milk supply by them.

i) Union will arrange veterinary services by hiring a full time veterinary 

compounder and will provide this service to producer farmers to their doorsteps 

at concessional rates. The veterinary medicines will be provided on actual cost 

basis. Artificial insemination facilities will also be arranged at these centers, in 

collaboration with the Livestock Department.



j) In case of short supplies of raw milk by the members, deficit milk than the 

expected plant capacity will be procured from the non-members or union will 

adopt dual price policy to njn the plant economically and to ensure the 

processed milk supply in the market.

3.4. Project Implementation Plan:

The project life will be 10 years including 1 year of implementation and 9 years of 

fonnal operation. The progress of work will flow as under:-

Sr.# Name o f the Activity. Period.
1. Grant from the Government. 3 months.
2. ! Survey & basic Layout. 2 months.

3- 11 Formation of the Union and Dairy Cooperative Societies. 2 months.
4. Acquisition of Union’s Office. 1 month.
5.

1
Purchase of Land, its development & construction of building 
for Procurement Centers, Electricity, W ater Bearing.

5 months.

6. ji Ordering & purchasing Machinery, Tools & Equipment. 3 months.
7. Recruitment of Staff. 2 months.
8. i

i
* Trial run/Commencement of wori<. 1 month.

Sr.
#

Activity #.

1. : Activity-1.
2. ; Activity-2.
3. i Activity-3.
4. ' Activity-4.
5. ; Activity-5.
6. ; Activity-6.
7. ■ Activity-7.
8. ! Activity-8.

4 8 10 11 12
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4.1. Management of Policy:

The project will be implemented by the Cooperatives Department with the 

collaboration of Livestock and Dairy Development Department of the Government of 

Punjab with a grant of Rs.6,000,000/- from the Govemment as a development 

project and Rs.500,000/- as Equity contributed by the Dairy Cooperative Societies to 

be used for working capital requirements. It will be managed and run by the Board 

of Directors of the Rawalpindi/Islamabad Cooperative Dairy Union Limited.

4.2. Organizatjon and tasks of Divisions:

a. Procurement/Production Division.

The work of the production division is to purchase raw milk and process it. 

Therefore, they make efforts to increase the productivity.

b. Administration Division.

This division is in charge of general affairs related to the operation of the plant. 

They pay the salaries of the employees and manage the welfare facilities. They 

plan to rationalize the function of work and make out the financial statements. 

Another task is to assist other divisions for administrative affairs in order to 

achieve the whole target of the project.

10



c. Marketing & Extension Division.

The work of this division is to achieve the sales target according to the plan 

while expanding market share. They take charge of sales promotion such as 

advertisement in order to maintain and increase the market share. Another 

important task of this division is to encourage the farmers to raise dairy cattle 

and guide them to adopt new technology and management on dairy farming. 

Other work is to assist the dairy farmers to improve milk quality.

11
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P. IN. a n  C.I.AL A.N

5,1. Procurement and Selling Price:

Project life is 10 years including 1 year of implementation.

The capital cost of the project is worked out as under
a. Cost of infrastructure for 4 procurement centers (Annexure-A). Rs.3,400,000.00
b. Cost of 2 Tank Lorries for milk transportation. Rs. 1,600,000.00
c. Cost of 30 Refrigerators (350 litres) @  Rs.15,000/- each. Rs. 450,000.00
d. Union’s Office Furniture & Fixture. Rs. 100,000.00
e. Two used vehicles for marketing and extension activities. Rs. 400,000.00
f. Contingencies. Rs. 50.000.00

Total to be provided by the Government as Grant:- Rs.6,000,000,00
g. Working Capital Margin to be met from Equity. Rs. 500.000.00

Total Capital Cost:- Rs.6.500,000.00

The salvage value of the fixed assets is assumed as Rs.600,000/- and the 

depreciation will be charged @  10% which comes to Rs.600,000/- per year.

It is proposed that the raw milk will be procured @  Rs.10/- per litre having 5 - 6% fat 

and 8.5 - 9% SNF contents and the union should market it @  Rs.14/- per litre to the 

inhabitants of Rawalpindi and Islamabad against the cun’ent price of Rs.15 -  16/- 

per litre being charged by milk dealers for contaminated and sub-standard 

commodity as well as standardized tetra pack milk is available at Rs.27/- per litre 

with 3 -  4%  fat contents.

The salary of the manpower required for the project will be Rs.2,436,000/- per year. 

The manpower requirements and salary estimates are worked as Annexure-B.

Income tax will be imposed @  10% on gross profit.

U



It is assumed that 0.3% will be loss of raw milk in process of producing market milk.

The Federal Bank for Cooperatives provides project finance @  14% per annum, 

therefore, this rate will be used as the discount rate to calculate the NPV.

The annual fixed cost is calculated as Rs.3,830,000/- (Annexure-C) and variable 

cost is Rs.11.50 per litre of the raw milk.

The Net Present Value of the project at 14% discount rate is Rs. 10,345,819 and at 

20%  discount rate is Rs.6,627,916/-.

The Internal Rate of Return is 47%, which is much higher than the assumed capital 

cost of initial investment that is 14% per annum.

13
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F I N A N .C..I A L... A N

>  Selling agents may be appointed on Commission basis to reduce the cost.

>  To ensure mobility of the field staff hired vehicles may be arranged.

>  In acute shortage of raw milk the union may buy milk powder to meet the market 
demand.

>  After establishing recognition in the market, the union may introduce milk and 
milk products to get more market share and to have competitive edge.

>  Instead of paying income tax to the Government, the union may give price 
difference to the producers.

6.1. Recommendations:

14



A  .N  . N JE  X  .U  JR E

Estimated Cost of infrastructure of the Procurem ent Centers:

a. Cost of one Kanal of Land & Development Charges, Civil
Works and bearing of water. Rs. 300,000.00

b. Cost of Machinery, Equipment, etc. Rs. 500,000.00

c. Contingencies. Rs. 50.000.00

Total:- Rs. 850.000.00

d. Total cost for 4 procurement centers (Rs.850,000 * 4) Rs.3.400.000.00

15



ANNEXURE-B

Manpower required and Salaries at Head Office:

Sr.# Name & No. o f Posts. Emoluments P.M. Total Emolum ents.

1. General Manager. 1 ; Rs. 15,000 Rs. 15,000

2. Chief Manager. 3 ; Rs. 10,000 Rs. 30,000
i

3. Assistant/Subordinate Staff. 6 i Rs. 3,500
1

I Rs. 21,000

4. 1i Driver. 3 Rs. 3,000 Rs. 9,000
!
i

5. 1i Watch Man. 1 I Rs. 2,000 Rs. 2,000

6. ; Sales Men. 30 I Rs. 2,500 Rs. 75.000
!

1

Total;- 44 >I Rs. 152.000
1

M anpower required and Salaries at Procurement Centers:

“S r i “ Name & No. of Posts. Emoluments P.M. Total Emolum ents.

'I- i Incharge.
1

4 Rs. 3,000 Rs. 12,000

2. 1 Assistant^ubordinate Staff.
1

4 Rs. 2,500 Rs. 10,000

3. :; Veterinary Assistant 2 Rs. 2,500 Rs. 5,000

4. i! Watch Man. 4 Rs. 2,000 Rs. 8,000

5. 11 Labourers. 8 Rs. 2,000 Rs. 16.000
i Total;- 22 Rs. 51.000

Annual Salaries will be Rs.2,436,000/- (Rs.151,000 + Rs.51,000 = Rs.202,000 * 12).

16



a. Salaries Head Office & 4 Procurement Centers (Annexure-B). Rs.2,436,000.00

b. Rent (H.O.Rs.3,000 + Rs.500* 30 Sales Points = Rs.18,000 *12). Rs. 216,000.00

c. Telephone Bills (Head Office & Procurement Centers). Rs. 36,000.00

d. Repair & Maintenance. Rs. 400,000.00

e. P O L  Rs. 82,000.00

f. Utility Bills. Rs. 60.000.00

Total;- Rs.3,230,000.00

g. Depreciation. Rs. 600,000.00

Total cost;- Rs.3.830,000.00

ANNEXURE-C

Estimated Annual Operational Fixed Cost:

17



1 1
Financial Analvrsis:

Details YearO Year 1 Year 2 Years Year 4 Years Year 6 Year? Year 8 Year 9

:CT COST:
Cost. (6,000,000)
g Capital Margin. (500,000)

Total Cost:- (6,500,000)

;a p a s it y . 3,600,000

ty Utilized in Percentage. 60 70 80 90 90 90 90 90 90

" (in liters). 2,160,000 2,520,000 2,880,000 3,240,000 3,240,000 3,240,000 3,240,000 3,240,000 3,240,000
ilk 0.3%. 6,480 7,560 8,640 9,720 9,720 9,720 9,720 9,720 9,720
oduction 99.7%. 2,153,520 2,512,440 2,871,360 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280

ales Revenue @Rs.14/- P.L 30,240,000 35,280,000 40,320,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000

Production and Sales:
Ilk @ Rs.10/- per Liters. 21,600,000 25,200,000 28,800,000 32,400,000 32,400,000 32,400,000 32,400,000 32,400.000 32,400,000
1 & Processing Cost
/- per liters. 2,153,520 2,512,440 2,871,360 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280
ortation & Selling Cost
).50 per liters. 1,076,760 1,256,220 1,435,680 1,615,140 1,615,140 1,615,140 1,615,140 1,615,140 1,615,140
Total Variable Cosf.- 24,830,280 28,968,660 33,107,040 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420

Ixed Cost Annexure-C);- 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000
ost;- 28,060,280 32,198,660 36,337,040 40,475,420 40,475,420 40,475,420 40,475,420 40,475,420 40,475,420

2,179,720 3,081,340 3,982,960 4,884,580 4,884,580 4,884,580 4,884,580 4,884,580 4,884,580
iation. 600,000 600,000 600,000 600,000 600,000 600,000 600,000 600,000 600,000

1,579,720 2,481,340 3,382,960 4,284,580 4,284,580 4,284,580 4,284,580 4,284,580 4,284,580
0 0 0 0 0 0 0 0 0

1,579,720 2,481,340 3,382,960 4,284,580 4,284,580 4,284,580 4,284,580 4,284,580 4,284,580
Tax 1 157,972 248,134 338,296 428,458 428,458 428,458 428,458 428,458 428,458

1,421,748 2,233,206 3,044,664 3,856,122 3,856,122 3,856,122 3,856,122 3,856,122 3,856,122



ih Flow. (6,500,000) 2,021,748 2,833,206 3,644,664 4,456,122 4,456,122 4,456,122 4,456,122 4,456,122 4,456,122
j Value. 600,000

Cash Flow. (6,500,000) 2,021,748 2,833,206 3,644,664 4,456,122 4,456,122 4,456,122 4,456,122 4,456,122 5,056,122

NPV @ 14% 10,345,819
NPV @ 20% 6,627,916

IRR 47%

□ Caoital Reauirements: 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000

sven Point:

[evenue. 30,240,000 35,280,000 40,320,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000
e Cost. 24,830,280 28,968,660 33,107,040 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420
ution. 5,409,720 6,311,340 7,212,960 8,114,580 8,114,580 8,114,580 8,114,580 8,114,580 8,114,580
:ost. 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000
ty used at Break-even point ( % ). 59.71 51.18 44.78 39.80 39.80 39.80 39.80 39.80 39.80



Senstivitv Ana! /sis:

If Sales Price Decrea se by Ps.0.5 0.

Details YearO Year 1 Year 2 Years Year 4 Year 5 Year 6 Year 7 Years Yearfl

:CT COST:
Cost. (6,000,000)
g Capital Margin. (500,000)

Total Cost:- (6,500,000J

lAPASlTY. 3,600,000

ty Utilized in Percentage. 60 70 80 90 90 90 90 90 90

" (in liters). 2,160,000 2,520,000 2,880,000 3,240,000 3,240,000 3,240,000 3,240,000 3,240,000 3,240,000
liik 0.3%. 6,480 7,560 8,640 9,720 9,720 9,720 9,720 9,720 9,720
oduction 99.7%. 2,153,520 2,512,440 2,871,360 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280

ales Revenue @Rs.13.50 P.L 29,160,000 34,020,000 38,880,000 43,740,000 43,740,000 43,740,000 43,740,000 43,740.000 43,740,000

■ Production and Sales:
Ilk @ Rs.10/- per Liters. 21,600,000 25,200,000 28,800,000 32,400,000 32,400,000 32,400,000 32,400,000 32,400,000 32,400,000
j & Processing Cost
1/- per liters. 2,153,520 2,512,440 2,871,360 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280
ortation & Selling Cost
3.50 per liters. 1,076,760 1,256,220 1,435,680 1,615,140 1,615,140 1,615,140 1,615,140 1,615,140 1,615,140
Total Variable Cost:- 24,830,280 28,968,660 33,107,040 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420

ixed Cost (Annureure-C):- 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000
;ost:- 28,060,280 32,198,660 36,337,040 40,475,420 40,475,420 40,475,420 40,475,420 40,475,420 40,475,420

1,099,720 1,821,340 2,542,960 3,264,580 3,264,580 3,264,580 3,264,580 3,264,580 3,264,580
:iation. 600,000 600,000 600,000 600,000 600,000 600,000 600,000 600,000 600,000

499,720 1,221,340 1,942,960 2,664,580 2,664,580 2,664,580 2,664,580 2,664,580 2,664,580
t. 0 0 0 0 0 0 0 0 0

499,720 1,221,340 1,942,960 2,664,580 2,664.580 2,664,580 2,664,580 2,664,580 2,664,580
5 Tax 1 49,972 122,134 194,296 266,458 266,458 266,458 266,458 266,458 266,458

449,748 1,099,206 1,748,664 2,398,122 2,398,122 2,398,122 2,398,122 2,398,122 2,398,122



,h Flow. (6.500,000) 1,049,748 _ 1 ,699,206 2,348,664 2,998,122 2,998,122 2,998,122 2,998,122 2,998,122 2,998,122
1 Value. 600,000

Cash Flows. (6,500,000) 1,049,748 1,699,206 2,348,664 2,998,122 2,998,122 2,998,122 2,998,122 2,998,122 3,598,122

NPV @ 14%. 4,708,238
IRR 30%

3 Caoital Reauirements: 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000

'  -
ven Point:

evenue. 29,160,000 34,020,000 38,880,000 43,740,000 43,740,000 43,740,000 43,740,000 43,740,000 43,740,000
5 Cost. 24,830,280 28,968,660 33,107,040 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420 37,245,420
ution. 4,329,720 5,051,340 5,772,960 6,494,580 6,494,580 6,494,580 6,494,580 6,494,580 6,494,580
ost. 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000
y used at Break-even point ( % ). 74.60 63.94 55.95 49.73 49.73 49.73 49.73 49.73 49.73



S E N S ln V IT Y  A N A L Y S IS .

ra w  m ilk  p u rc h a s e  p ric e n c re a s e  b y  P s .0 .5 0 .

D etails YearO Y e a r 1 Y e ar 2 Y ear 3 Y ear 4 Y e a rs Y ear 6 Y ear 7 Y e ar 8 Y ear 9

.CT C O ST:
Cost. (6,000,000)
g Capital Margin. (500,000)

Total Cost;- i6 ,500,000)

APASITY. 3,600,000

ty Utilized in Percentage. 60 70 80 90 90 90 90 90 90

" (in liters). 2,160,000 2,520,000 2,880,000 3,240,000 3,240,000 3,240,000 3,240,000 3,240,000 3,240,000
ilk 0.3%. 6,480 7,560 8,640 9,720 9,720 9,720 9,720 9,720 9,720
oduction 99.7%. 2,153,520 2,512,440 2,871,360 3,230,280 3,230,280 3,230,280 3,230,280 3.230,280 3,230,280

ales Revenue @ Rs.14/- P.L 30,240,000 35,280,000 40,320,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000

Production and Sales; ^
Ilk @ Rs. 10.50 per Liters. 22,680,000 26,460,000 30,240,000 34,020,000 34,020,000 34,020,000 34,020,000 34,020,000 34,020,000
1 & Processing Cost
!/- per liters. 2,153,520 2,512,440 2,871,360 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280 3,230,280
ortation & Selling Cost
).50 per liters. 1,076,760 1,256,220 1,435,680 1,615,140 1,615,140 1,615,140 1,615,140 1,615,140 1,615,140
Total Variable Cost:- 25,910,280 30,228,660 34,547,040 38,865,420 38,865,420 38,865,420 38,865,420 38,865,420 38,865,420

ixed Cost (Annexure-C):- 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000
ost;- 29,140,280 33,458,660 37,777,040 42,095,420 42,095,420 42,095,420 42,095,420 42,095,420 42,095,420

1,099,720 1,821,340 2,542,960 3,264,580 3,264,580 3,264,580 3,264,580 3,264,580 3,264,580
iation. 600,000 600,000 600,000 600,000 600,000 600,000 600,000 600,000 600,000

499,720 1,221,340 1,942,960 2,664,580 2,664,580 2,664,580 2,664,580 2,664,580 2,664,580
0 0 0 0 0 0 0 0 0

499,720 1,221,340 1,942,960 2,664,580 2,664,580 2,664,580 2,664,580 2,664,580 2,664,580
iTax 1 49,972 122,134 194,296 266,458 266,458 266,458 266,458 266,458 266,458

449,748 1,099,206 1,748,664 2,398,122 2,398,122 2,398,122 2,398,122 2,398,122 2,398,122



!h Flow. (6,500,000) 1,049,748 1,699,206 2,348,664 2,998,122 2,998,122 2,998,122 2,998,122 2,998,122 2,998,122
i Value. 600,000

Cash Flows. (6,500,000) 1,049,748 1,699,206 2,348,664 2,998,122 2,998,122 2,998,122 2,998,122 2,998,122 3,598,122

NPV @ 14%, 4,708,238
IRR 30%

□ Capital Reauirements: 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000

iven Point:

ievenue. 30,240,000 35,280,000 40,320,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000 45,360,000
e Cost. 25,910,280 30,228,660 34,547,040 38,865,420 38,865,420 38,865,420 38,865,420 38,865,420 38,865,420
ution. 4,329,720 5,051,340 5,772,960 6,494,580 6,494,580 6,494,580 6,494,580 6,494,580 6,494,580
lost. 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000 3,230,000
ty used at Break-even point ( % ). 74.60 63.94 55.95 49.73 49.73 49.73 49.73 49.73 49.73
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SUMMARY

The prcjcct is all about the establishment of warehouse, solar dryer and rice mill in 
Barangay Badiang, New Lucena, Iloilo. The project will also engage in paddy and rice 
trading, selling fertilizers, chemicals for paddy production, by-products for livelihood projects 
of the members, once established, the project will be implemented and mn by the Badiang 
Multi-purpose Cooperative in coordination with the Federation of Cooperatives in New 
Lucena, Iloilo.

The objectives of this project are to increase the income of the member-farmers 
by giving them the opportunity to handle their produce from the point of production going 
to the market places. In order them to dictate reasonable prices that will benefit them and 
also the consumers.

The target group of this project are farmers and primary cooperatives around 
New Lucena which are suffering from private traders and middlemen who dominates the 
market during this period, in return cut a big slice of profit from the transaction, thus they 
earn more than the producers.

Total investment of the project is P 4,727,960.00 pesos or $ 110,492.17
doUars.

The sources of funds are subsidy ( P 200,000.00 solar drier) from the 
government and ( P 400,000.00 lot) from the Badiang MPC's owned capital and the 
remaining ( P 4,127,960.00 ) will be obtained from the NAFC, GAP and other government 
and non-government organizations.

The capacity of the project is to miU 18,000 cavans of paddy per year with 
warehousing fee of P 2.00 per cavan and fee increases by 10 % every year. Almost all the 
paddy will be procured from New Lucena.

The result of financial analysis of the project, IRR is 30.74%.
Se^n (7) persons will be employed as regular employees.
The construction of the project will be 14 months.

CHAPTER I



BACKGROUND

OVERALL SITUATION

The promise of economic development lias remained an elusive dream to the 
Filipinos. Every new administration has set out to make it a reality- adopting four or five 
year program, changing policies, experimenting with strategies. But through the years, the 
Philippines has lagged behind as the “ Sick man” in a thriving region, outpaced by less 
endowed Asian neighbors in grov̂ th and development. Economic stagnation diminished 
past gains, eroding the Filipino’s confidence and sense of well being.

Nation's wealth & resources had been dissipated by an extended regime of a one- 
man ruler.

When “People Power” toppled the Marcos regime, the transition into democracy 
was beset with political turmoil.

A series of natural calamities such as typhoon, flood, drought followed which 
brought the nation to its knees. As though that were enough to bring the nation to its senses, 
a series of coups staged by a disgmntled faction of the military dashed all hopes for an early 
recovei'y.

Foitunately for the generations to come, crisis served as defining moment in this 
nation’s history. In addressing the crisis. President Ramos has taken the vital step of 
identifying five major problems that must be dealt with before the economy can take off.
The priority tasks are as follows;

1. Removal of tariff protection and soft controls which previously coddled so- 
cciUed infant industries that are already several decades old, many of which 
had become too inefficient to compete globally.

2. Break up of cartels and monopolies which are controlled by a few and 
prevent the growth and competitiveness of the industry.

3. Eradication of coiTuption, especiaUy the agencies that regulate and control 
the economy, and the efficient administration of the judicial system. 
Corruption undermines not just the economy but the people’s faith in the 
govemment.

CHAPTER II



4. Upgi-ading the quality of the country’s infrastructure such as electric power, 
water, transportation, telecomnnunication, roads and bridges and ports from 
their present deficient, inefficient and mismanaged state. The historical 
neglect has cost the nation dearly in terms of lost investment steep prices of 
goods and services, and wasted production capacity.

5. Adjusting to the unfolding economic climate in the world new historic trade 
alliances with the approval of North American Free Trade Association 
(NAFTA) between the United States, Mexico and Canada and recently, the 
agreement reached in the Genereil Agreement on Tariff and Trade (GATT) 
negotiations and the establishment of World Trade Organization (WTO).

6. While generally favorable to world trade, the country must review its 
markets, make the necessary adjustments and develop a world trade strategy 
appropriate to national conditions and advantageous to its people.

AGRICULTURAL SECTOR:
The agriculture sector in the Philippines was able to sustain it’s previous gains on it’s 

Gross Value Added (GVA) continued to increase. The GVA in 1996 in agriculture posted 
3.02% growth, the highest rate attained since 1990. However, lately, growth in agriculture 
and fisheries slowed down to 1.34% due to the adverse effects of the dryspell and other 
unfavorable weather conditions and disease outbreaks, which affected rice and livestock 
production.

Inspired with the vision of Philippines 2000 (Government National Program), 
President Fidel Ramos came up with the Medium-Term Philippine Development Plan with 
the twin objectives to empower the Filipinos and make the economy globally competitive.

The Department of Agriculture in turn drafted the Medium-Term Agriculture 
Development Plan during this same year, to define the direction and thrusts for modernizing 
agriculture sector. It seeks to realize higher income and a better quality of life for farmers 
and fisher folks, using the Key Production Area Approach.



CURRENT DEVELOPMENT: 

GRAINS STABILIZATION

Rice and com are the most important staples in the country. Ensuring adequate 
supplies of these grains at stable and equitable prices for both producers and consumers is 
therefore a primary concern of the govemment. Thus, the DA undertakes the following 
activities:

B. STABILIZATION OF RICE SUPPLIES AND PRICES

The DA participates in the marketing of rice by engaging in the following 
activities;
Buying of Paddy and Selling Rice. The DA through the NFA, buys paddy in 
surplus areas and sells rice in deficit areas at pre-determined support and release 
prices. The intent NFA’s procurement activities is to prop up farm gate prices in 
surplus areas during harvest time and thus assure farmers of a reasonable return 
on their investment. NFA also sells rice in urban wholesale markets to aveii 
unusual price increases during the lean months and ensure that enough supplies 
are available to low-income consumers at prices within their reach.

MAINTENANCE OF A BUFFER STOCK

To ensure that enough stocks are in govemment hands for distribution in deficit 
areas during the lean production months from July to September, the NFA as a mle, hold an 
inventory of at least 500,000 tons of rice. This is roughly one-third of the country’s 
consumption requirement for the 90-day lean period.

CONTROL OF INTERNATIONAL TRADING

Govemment, through the DA, continues to control import and export of rice to 
ensure the domestic supply-demand bcilance. Under tight supply-demand conditions, rice is 
imported by the NFA to ensure that it has the required buffer stock to avert unusual price 
increases during the lean season. Imports arrival are timed so that these do not coincide 
with the harvest season and therefore dampen farmgate prices. In line with its commitment 
to empower small farmers and turn over more of the farm business to them, the DA is 
moving to involve the participation of the farmer’s organizations in the importation and 
marketing of imported rice.



REHABILITATION AND RECOVERY MEASURES IN RESPONSE TO 

CALAMITIES

The Philippines is visited by an average of twenty typhoons a year. Every three to 
five years, it experiences droughts caused by the El Nino Phenomenon. These calamities, 
together with the unforeseeable earthquakes and volcano eruptions, take their toll on 
agriculture and the rural sector. Indeed, the damages brought by calamities have been 
great. It is estimated that at least 2% of total crop output is lost to these disasters every year. 
This means an annual average loss of about PI.7 billion pesos since 1980. The losses of the 
agriculture sector due to calamities in 1989 were valued at P1.9 billion; in 1990 this rose to 
P3 billion mainly because of the effects of the July 16 1990 earthquake. More crop 
damages are expected within the next few years as a result of the aftermath of the MT. 
Pinatubo eruption. As of September 30, 1991, the' estimated damage to rice and fishery 
sector cause by lahar flows resulting from this emption amounted to P453M.



A. THE PROJECT AREA, ITS PEOPLE AND DEVELOPMENT POTENTIAL

The project is in Badiang, New Lucena, Iloilo. Badiang is 1.5 kilometers away 
from New Lucena town proper. It is strategically located among the rice producing areas of 
New Lucena and convenient access on public utility transport, water system and electricity. 
It was chosen as the site of the project due to the following reasons:

1. Agriculture is the major economic activity with paddy as a major commodity.
2. The barangay’s proximity to the target area.
3. Irrigated area with seivice area of 227 hectares under the Suague Irrigation 

system.
4. Priority barangay under the Gintong Ani Program.
5. A 2,000 sq. m. lot donated by a private person as per usufruct to the 

cooperative where the processing center will be established is located in the 
barangay.

6. National Food Authority facilities such as buying stations warehouse and 
processing complex are not available in the area.

7. Presence of a viable and stable cooperative, the Badiang MPC whose 
members are mostly farmers.
Description of the Badiang Multi-purpose Cooperative.

BMPC was organized in 1989, registered on January 26, 1990 at the Bureau of 
Agricultural cooperatives under the Department of Agriculture. It was confirmed by the 
Cooperative Development Authority on September 30,1991 with forty-three members and 
an initial capital of P 8,000.00 to start the cooperative store. The membership was then 
expanded and every year there’s an increase in capital build up and net surplus from its 
business operation, this is because of full support of the cooperative leaders as well as 
members even though the BODs don’t receive any honorarium from the very start of the 
organization of the cooperative.

CHAPTER III
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Since the cooperative was organized, it is extending paddy production loan 
from the Land Bank of the Philippines, at present under the GAP of the Department of 
Agriculture it is extending loan to farmer-members P10,000.00 per hectare with an interest 
rate of twenty six per cent per annum. The fourteen per cent will go the Land of the 
Philippines and the twelve per cent will be retained to the cooperative. At present, the 
BMPC has a total membership of one hundred twenty one , fifty six are male and sixty five 
are female. Expansion is one way of enhancing the financial resource and marketing reach 
of the cooperative depending in their respective type of business. Of the total membership 
mostly are farmers.

The BMC is an agricultural multipurpose cooperative that renders services to its 
members such as loaning operations, sales of commodity goods at reasonable prices, 
fertilizers and chemicals. It holds ils monthly meetings of BODs and members for them to be 
updated of the status of the cooperative. Other related activities like consultancy on farm 
technology, networking and linkaging on accessing funds for the support of the member 
production needs, also with financial and human resource as support for they’re training 
needs. It has an active participation and contribution to the Western Visayas Union of 
Cooperatives, New Lucena Federation of Cooperatives and to the
Comprehensive Cooperative Development Program of New Lucena.

PROVINCIAL PROFILE 

TOPOGRAPHY:

Iloilo occupies the entire Southeastern portion of Panay Island and includes several 
islands dotting the Southeastern coast and the biggest of which is Guimaras. Mountainous 
in the Western part and hilly in the North. Drained by several rivei-s, the largest of which are 

Jalaur, Jaro and Sibalom.

Climate Type !

Dry Season - November to April
Wet Season - The rest of the year
Maximum temperature - 30.1 degree celcius
Minimum temperature - 23.9 degree celcius



Relative humidity 
Annual RainfaE

- 82%
- 1940.0 m.m.

Land Resources

Total Land Area 
Total Agricultural Land 
Total Arable Land 
Total has devoted to paddy 
Ave. Land Holdings 
Cropping Intensity

- 510,179 has
- 292,504 has
- 238,169 has
- 145,949 has
- 1.5 has
- 1.64

Socio-Economic Situation

Total population - 1,313,312
Total No. of Farm Families - 164,616
Total Rice Farmers - 112,209
Ave. Household Size - 6
Total No. of Barangays - 1,700

Employment Status

Total Labor Force 
Agriculture 
Non-agriculture 
Un-employed

- 612,016
- 324,222
- 144,798
- 152,996

The Province of Iloilo is considered an agriculture based province. Almost 50% of its 

population depend on agriculture for its livelihood.
The Province of Iloilo is however endowed with its rich natural resources particularly 

agricultural resources. The Province can grow various agriculture crops such as cereals, 
vegetables, fmits, poultry, and livestock's all throughout the year.

Despite this rich agriculture resource, its vast potentials haven't been fully tapped 
and exploited. Iloilo’s agriculture economy has remained sluggish during the past years. 
Efforts in agriculture from both the government and the private sectors has less impact in the



national road from the north to the south and east to west, thus making transportation within 
or to and from the municipality easy.

B. LAND AREA

New Lucena’s total land area is approximately 4,412 hectares or 44.2 square kilometeis, 
which is about 0.83% of the total area of Iloilo Province.

The Municipality consists of 21 Barangays namely: Baclayan, Balabag, Badiang,
Bilidan, Bita-og Gaja, Bololacao, Burot, cabilauan, Cabugao, Cagban, Calumbujan, 
Damires, Dawis, General Delgado, Guinobatan, Janipaan Oeste, Jelicuon Oeste, Jelicuon 
Este, Pasil, Poblacion and Wari-Wari. The average land area of the barangays is 210 
hectares. Its biggest barangay is Wari-Wari with a land area of 434.27 hectares, while the 
smallest is Jelicuon Este which is 43.72 hectares.

C. CLIMATE

New Lucena has two iypes of climate; the dry season which falls on December lo June, 
and the wet season which is from July to November. It’s average monthly rainfall as 
recorded in 1993 was 263.48 cu. m., while it's average humidity was 79.83 percent.

D. TOPOGRAPHY

The slope of the municipality ranges from 0-15 percent, which is best described as broad 
to level land to moderately undulating and gently rolling land, sloping in more than one 
direction. The slope Category A with 0-3 percent described as broad to level covers an area 
of about 1,475 hectares representing 33.43 of the total land area; 3-5 percent slope or slope 
Category B covers 1,762 hectares or 39.94 percent of the municipality’s total land area. 
The 5-8 percent slope or Category C covers 1,050 hectares or 23.80 percent of the total land 
area and 8-15 percent slope representing the smallest figure of 125 hectares is 2.80 percent 

of the total land area.

E. SOIL

The Iloilo Province’ soil classification map reflecis the New Lucena has two types of soil 
namely: /^modian Clay Loam and Sta. Rita Clay Loam. The Alimodian Clay Loam is 
mostly in barangays Janipaan Oeste and Badiang, Bita-og Gaja, Bilidan and small



overall economy of the province except major agricultural exports such as sugar, prawn, 
bangus and rice.

With the present effort of the national leadership towards “ Philippines 2000 and 
the emerging world trend in terms of trade and business, the Province is left without option 
but to compete not only with the neighboring provinces but with the ASEAN neighbors as 
well, if not the whole world.

The emerging NAFTA composed of the U.S, Mexico and Canada. The APEC 
composed of Asian Nations and the AFTA of the ASEAN region are clear examples of the 
emerging trade blocks which could directly affect our commodities competitive leverage in 
the whole market.

The Province of Iloilo has therefore to view it in a very comprehensive manner if it 
would like to be a major player in the very competitive world of trade and business.

The Province of Iloilo will therefore try to join in the competitive world of production, 
trade and business by adopting the key Production Area Development Approach through 
commodity assessment.

This approach identifies certain priority areas best suited for specific products based 
agro-climatic suitability of the market of those products. Government support would then 
be focus in these priority areas in order to remove the bottlenecks that impede 
competitiveness in the production of these commodities. Such an approach would ensure 
efficient utilization of scarce resources. It would ensure that farmers get the best retums on 
their investments.

PHYSICAL PROFILE 

A. LOCATION

The Municipality of New Lucena is strategically located at the Northem portion of the 
Province of Iloilo. It is approximately28 kilometers away from the heart of Iloilo City. It is 
bounded on the Northeast by the Municipality of Pototan, on the Southeast of the 
.Municipality of Zarraga, on the Southwest by the Municipality of Sta. Barbara and on the 
Northwest by the Municipality of Cabatuan and part of Mina.

From this neighboring towns, the town proper of New Lucena could be reached by land 
either via Sta. Barbara, 15 kilometers from Cabatuan, 6 kilometers from Pototan, 6.6 
kilometers from Zarraga and 11 kilometers from Mina. New Lucena is criss-crossed by the



portion of barangays Wari-Wari, Cabugao and Guinobatan. This type covers about 1,525 
hectares which is 65.44 percent of the total land area of New Lucena.

DEMOGRAPHIC PROFILE 

A. POPULATION, LAND AREA, AND POPULATION DENSIT5f

The population of New Lucena as of 1995 NSO count was 16,873. It's average annual 
population growth rate was 2.26 percent based on the 1980-1990 population change. 
Based on this population growth rate, the projected population of the municipality in 1994 
was 18,528 and it’s projected total number of households was 3,141. During the 1994 SEP 
survey, 1,800 households were interviewed which constitute 57.31 percent of the total 
projected number of households. Given the area of 4,412 hectares and the population of 
16,910 New Lucena’s population density as of 1990 was 3.83 persons per hectare. Of the 
21 barangays of New Lucena, Poblacion is the most thickly populated with 8.85 persons per 
hectare while Jelicuon Oeste is the least dense with only 1.63 persons per hectare.

ECONOMIC PROFILE

A. LABOR FORCE AND EMPLOYMENT

Based on the 1994 SEP survey, those who are of labor force age constitute 56.52 
percent (5,739) of the sample population (15-64 years old). However, only 44.87 percent 
(2,575) were gainfully working at the time of the survey.

More than half (68.22%) of the households had one working member, about one-fifth 
had two; while 10.89 percent had 3 or more working membei-s.

Farming was the most common major occupation of the workers in New Lucena 
(28.82%) followed by farm labor (27.69%). Employment in the private firm ranks third 
with 10.87 percent of the working members in it.

Among the household heads, ahnost one-third were engaged in farming (33.39%), 
31.94 percent in farm labor and 5.17 percent were either government or private employees. 
The rest worked as drivers, domestic helpers and engaged in business.



B. INCOME

The major source of income of the profile of New Lucena is farming. The income 
distribution should that in 1994 only 28.61 percent of the households had monthly incomes 
over P3,000.00. The municipality’s poveity rate in the same year was 71.39 percent based 
on the poverty threshold in Region VI which pegged at P3,300.00 per month in 1990.

C. AGRICULTURE

1. Farming Area

The Municipality is basically an agricultural community with 3,962.9928 
hectares or 89.82 percent of its total land area (4,412 hectares) devoted to 
Agriculture. Of this area. 3,516.34 hectares or 88.73 percent is planted to rice. 
Other areas had been utilized for sugarcane industi"y in the 80's. The remaining 
areas are planted to other crops such as vegetables, rootcrops and fmit trees.

In 1994, 36.28 percent of the households were engaged in farming. Of 
these 215 (32.93%) households were cultivating irrigated rice lands while 438 
(67.87%) were cultivating rainfed areas. Most of the farmers (73.50%) usually 
have two (2) cropping per year. Only a few could have three croppings because 
large portions of the farms are rainfed. The Suage Irrigation canal provides service 
to Barangay Dawis, Badiang and Calumbujan.

A quarter of the Households of New Lucena owned their agricultural lands. 
Som.e of these were 183 farmers who have availed land through P.D 27 (OCT) 
while 41 farmers acquired through R.A 8657 (CARP).

2. Paddy Production and Marketing

In 1994, estimated average rice production per hectare in rainfed and 
irrigated areas is 80 cavans and 120 cavans per hectare respectively.

3. Farming Facilities, Equipment and Tools

Based on National Food Authority (NFA) Region VI record, there are 14 
millers in New Lucena, one “cono”, 8 “Kiskisan”, and 6 rubber roll. In 1994 SEE 
survey, 580 households owneds blowers. Other tools owned were “suyod", 
“karas” and “labay”.



Table 12. Farm Tools in the Municipality by Type 
Farm Tools Number

Arado 518
Suyod 262
Karas (Harrow] 270
Labay 335
Hand tractor 212
Thresher 186
Blower 174

COOPERATIVE
There are 26 organized and registered cooperatives in the Municipality. 

One credit cooperative and 25 agricultural multi-purpose cooperatives. These 
cooperatives were federated into one to answer the problems of primary 
cooperatives in the Municipality. The activities of the agricultural multi-purpose 
cooperatives are crop production, loan, livelihood projects, pre and post harvest 
facilities. While for the credit cooperative ordinary loans ( amounting to maximum 
loan of P 5,000.00 ) with an interest rate of 4% per month and rediscounting loan 
for government employees with an interest rate of 27% per annum.

PROJECT RATIONALE:

Postharvest losses of grains have been a persistent problem besetting the country’s rice 
and com industries. The government through the National Food Authority (NFA) has made 
available processing and storage facilities in various areas of the country to address the 
grains losses problem. Despite NFA’s efforte to service our rice and com farmers, losses still 
account from a minimum of 10% to a maximum of 37% of the grains produced annually 
representing a sizeable P 4.29 billion to 15.9 billion leakage from the national economy’s 
gross national product. This could be due to inadequate warehouse facilities both at the 
farm and at the port side, and the inaccessibility of the NFA facilities to the farming 

communities.



Another aspect which seems to be undesirable especially during harvest time (where 
great quantity of grains supply exist) is the fluctuation of the prices which is disadvantageous 
on the part of the farmers who merely depend on their hai-vest as main source of livelihood. 
The private traders and middlemen who dominates the market during this period, in return 
cut a big slice of profits from the transaction, thus they earn more than the producers.

Furthermore, the issue on inadequate postharvest facilities has somehow affected the 
farmer’s capability to gain access to financial assistance as this would require a secured 
space where the stocks can be withheld which would then serve as collateral for loan 
provision.

To address the issue of lack of postharvest facilities, the Department of Agriculture has 
embarked on a project of establishing farmer’s grains center at the farm level to be owned 
and managed by the farmers’ cooperative.

The project would complement the on-going effort of the govemment to address the 
inadequacy of the warehousing facilities at the port side. The farm level grain center could 
then be a part of the national grain network, which could alleviate the national concern for a 
stabilized grains supply and prices.

As a consequence of this project, farmers will be eligible to participate in the various loan 
assistance being offered by the different govemment and private financing institutions.

OBJECTIVES OF THE PROJECT:

The purpose of establishing the integi'ated grains center is not only to assist and serve the 
smaE farmers in their postharvest problems, but also guiding them to shift from ordinary 
paddy producers to an agribusiness type of farming systems. Specifically, the project aims 
to;

1. provide farmers, through the Badiang MPC access and control of appropriate 
postharvest and storage facilities;

2. piinimize grain losses at the farm level;
3. expand farmere economic activities by engaging in profitable undertakings; and
4. develop self-reliance, group building and cohesive group identity within 

cooperative and to enable farmers/members to effectively pursue economic 
goals/activities.



SCOPE OF THE STUDY;

In the light of the above considerations, this study is being undertaken to determine the 
market technical, financial, socio-economic and operational viability of the project. If the 
project is found feasible, the said cooperative could participate and avail loan assistance 
being offered by the govemment (i.e. Land Bank of the Philippines, Department of 
Agriculture through the National Agricultural and Fishery Council) and other non
government organizations.

THE PROJECT BASIC FEATURES AND TECHNICAL ASSUMPTIONS:
1. A 2,000 sq. meter lot where the project will be established.
2. The cooperative agricultural trading will have the following components: 

e 2,000 bags capacity warehouse
• multi-pass rice miE 
» solar dryer
• transportation facilities,

• irrigation facilities
o trading of agricultural produce

• distribution of farm inputs
3. Warehouse capacity is 2,000 cavans/ hr. with a life span of 20 years.
4. Rice mill capacity is 14-18 cavans/ hr. with a life span of 10 years, 

operating 6 hours/day for 25 days per month for ( 8 ) months per year.
5. Solar dryer with 500 sq. m. in area with 100 cavans per day capacity, 

operating 25 days a month for 6 months per year.
6. Agricultural produce trading -  it is assumed that the cooperative will 

procure agricultural produce of the members with priority in paddy. 
This activity will expand in later years to increase the profit of the 
cooperative.

7. Expected life span of the building is 20 years, while the rice mill is 
expected to last for 10 years.

8. Hectrical dryer.



The project will cater to the drying, storing, and processing needs of the cooperative 
members and non-members and will composed of the following equipment;

1. Multi-Pass Rice Mill
700 to 900 kg. / hr - input capacity, 66% and above milling recovery, 75% 
and above head rice recovery, equipped with diesel engine, manual starting 
system.

Technical Specifications of Equipment

Grain Center Construction

The dimension of the center is 10 x 13.5 meters. The storage area occupies 10 x 
13.5 meters while the processing area is 10 x 12 meters. An office with comfort room is 
also provided within the processing area with a dimension of 3 x 5 meters. The roofing and 
the right side walling are covered with corrugated G.I sheets gauge 26 and the three sides of 
the building are concrete hollow blocks with horizontal and veilical steel bars. In the 
processing area an accordance type of door will be installed. A series of wood jalousie 
windows will also be provided in the air vents or lowers for continuous flow of air inside the 
storage. The vents or lowers are installed near the floor level and near the top of the roof. 
To make the storage area free of rodents a mesh wire is placed on all opening or vents. A 
ledge will also be provided at the back and front sides of the building for rat control. To 
withstand the whole stmcture of incoming extenial forces, the trusses, beams and foundation 
shall be designed that it can resist the said unexpected forces.

The storage area is elevated by 0.8 meter, while the processing area is raised by 0.10 
meter above the ground surface. The flooring of the warehouse is reinforced concrete 
flooring with 0.10 meter thick resting on compacted earthfill and gi'avel above the ground. 
The storage area can accommodate more than 2,000 sacks if the maximum allowable height 
of 4 meters will be utilized.



CHAPTER IV

ORGANIZATION AND MANAGEMENT

A. Project Managemant Operation Schem e

The management and staff who will compose of the foEowing shall handle the 
management of the center:

General Assembly, Board of Directors ( 7 ) Professionalized Manager ( 1 ) Treasurer / 
Bookkeeper/Storekeeper (1) Operators (2) for rice mill and electrical dryer; contractuals for 
hauling and handling.

A. Duties and Functions of the Personnel
1. General Assembly -  decide on all aspects of operation on the financial 

and physical matters.
2. Board of Directors -  promulgate mles and regulations' governing the 

operation of the grain center.
3. Manager -  a professional manager will be hired by the center and shall 

take charge of the over-all management operation of the center.
4. Treasurer/Bookkeeper/Storekeeper -  shall maintain bookkeeping and 

accounting system, prepare monthly financial report and in-charge of the 
farm inputs disposal.

5. Operator -  operates and maintains the rice mill.
6. Contactuals -  will be utilized in the hauling, handling of paddy/rice 

during trading, milling, drying and other activities in the center.



CHAPTER V

MARKETING ASPECT

A. Market Study

1 . Su pply and D em and

Table 1 shows (Demand and Supply Estimates for 16 years) that there will be an 
average production (less wastage) of cavans of paddy per year in the municipality.
From the total production, it is estimated that on the early stage of operation only 7% or 
approximately mt of paddy is targeted to be stored in the center. The remaining
production could be stored or sold by the farmers to any warehouse and market outlets ol 
tlieir choice.

Table II shows the feililizer and chemical requirements of the farmei-s in the 
municipality which the project will be serving with farm inputs equivalent to a total of 
bags of fertilizers and quarts of chemicals for 14 years based on the total area to be 
cultivated at a minimum requirement of four (4) bags of fertilizers and three (3) quarts of 
chemicals per hectare of the total required farm inputs. The needed farm inputs from Iloilo 
City and other agricultural stores in the municipality. This shall be stored in the warehouse 
and made available to the farmers in the service area.

2. M arket P rojection

When more farmers shall avail of the Grain Center and its facilities and services, 
volume of paddy to be marketed maybe increased by increasing the number of turnover per 
cropping season.

In cases where the govemment’s buying price of paddy or rice is lower than that of 
the private tradere paddy/rice shall be sold to market outlets that shall give the highest price.

B. Marketing Scheme

As shown in Table III (Farm Grain and center Operation) harvesting for the first cropping 
season is on the month of August to October and January to March for the second cropping 
season.



PostharvGst processing of paddy like threshing, drying and milling by the center shall be 
done from August to November for the first cropping and Febmary to May for the second 
cropping season.

Disposal of the stored rice/paddy in the warehouse for the first cropping season shall be 
done from September to December. For rice/paddy stored from the harvest of the second 
cropping season, disposal shall be done within the month of March to August where prices 
of paddy are its peak.

After paddy/rice are disposed from the center, procurement of inputs shall be done 
immediately so that the warehouse storage facilities could be fully utilized. The acquired 
inputs shall be disposed within the period of two weeks to one month, so as not to create 
storage problem for the incoming paddy/rice for the succeeding cropping season.

Inputs procured by the farmers from the center can be paid in casĥ or in kind. If paid in 
kind, it shall be deducted from his/her delivered paddy to the warehouse.



CHAPTER VI

DETAILS OF OPERATION

Implementation Schedule

The project will take fourteen-and-onehalf months to finish. Details of the activities 
needed to implement the project.

Activity
Code

ACTIVITIES IP Duration
(weeks)

A Internal Decision Making - 3

B Getting the Gov’t, and NGO’s Support A 2

C Designing the IGC AB 4

D Secure permission for building EC 2

E ' Main design of building C 2

F Making a bid for construction E 1
G Award contract CF 2
H Construct building FG 20
I Specify machineries - . 2

J Procure machineries I 6

K Install machineries CJ 3

L Recruit personnel - 5

M Train personnel L 3
N Establish market linkages - 3

58 weeks/ 
14-1/2 months



Integration of Activities

To help member-farmers increase their income, integration of activities of the project will be 
implemented as follows:



CHANNEL OF PROCUREMENT AND MARKETJNG



FIN A N C IA L A S SU M PTIO N S
>Project life is expected for ten years
>No. of cavans miiled during tine year is 18,000 at P25.00 milling fee/cavan and the fee increasing by 10% every year 
>No, of cavans store in the warehouse is 12,000/year at warehousing fee of P2,00/cavan and fee increases by 10% every year 
>No. of cavans dried is 15,000/year at 2.00 drying fee/cavan and fee increases by 10% every year
>No of bags of rice sold is 1,800 during first year at average price of P750/bag and both volume and price increasing by 10% each year hereafter 
>No. of bags of fertilizer sold is 10,000/year at average price of P350/bag and price increasing by 10% each year hereafter 
>No of liters of chemical sold is 4,000/year at average price of P600/liter and price increasing by 10% each year hereafter 
>Average mark up price for all items Is at 10%
>Salaries & W ages and Labour Expense is as follows : (increases by 10% each year hereafter)

Manager = 36,000/year 
Treasurer/Cashier = 24,000/year  
Bookkeepers 18,000/year
(2)Machine Operators = 36,000each/year or 72,000/year 
^(2)Laborers =25,000 each/year or 50,000/year

>W ater, Power, Fuel and Lubricants is computed at P24,000/year and increasing by 10% each year hereafter 
>lnsurance and Licenses is computed at 2% of loan
>Supplies is at P20,000/year which includes sacks/trading and office supplies, increases by 5% every year 
>Repairs and maintenance is at P5,000 for the first year and increases by 20%  each year hereafter 
>Depreciation is computed at straightline method with 20%  salvage value at end o ften  years 
>lnterest of long term loan is at 14% /year payable in equal yearly installments 
>lnterest of working capita! loan is at 17% /year 
>EOUlly of the coop is the cost of the dryer (P 2 0 0 ,0 0 0 }„ _ x ^ » « /^  

f e e ^



)ETAILS OF FINANCIAL PROJECTIONS

JALCULATION OF TH E O PER A TIN G  CASH FLO W S  
SC H ED U LE OF RE VEN U E S  

i/lilling Fee/Cavan
#  of cavans milled

/Varehousing Fee/Cavan
#  of cavans stored

Drying Fee/Cavan
#  of cavans dried
Q j V i n g ^

W e. Selling Price of Rice/sack
#  of sack sold

r ,

W e .Selling Price of Fert /bag
#  of bags sold
isttjJizMriJlpglsgyfnue • . , '  ̂ .
W e. Selling Price of Chem ./liter
#  of liters sold

Year 1 Year 2 Year 3 Year 4 Years Year 6 Year? Year 8 Year 9 Year 10

25 00 27 50 30 25 33 28 36 60 40 26 44 29 48 72 53 59 58 95

18,000 18000 18,000 18000 18,000 18,000 18 000 18,000 18,000 18,000

450,000 485,000 ' 544,500 598,950 6W,845i 724,730 797,202 876,923 ̂ ^964,615 , 1,061,076,

200 2 20 2 42 2 66 293 3 22 3 54 390 4 29 4 72

12,000 12000 12,000 12000 12,000 12,000 12,000 12000 12,000 12,000

24,000 23,400,.̂ ,; 29,040, 31,944 _̂ 35,138 , „ 38,6521 ; 42,517 }  > ̂ ,769 j .  ̂'‘56,a f .

200 2 20 2 42 2 66 293 3 22 3 54 390 4 29 4 72

15,000 15,000 15,000 15000 15,000 15,000 15,000 15,000 15,000 15,000

30,000 33,Cp0^f 38,3q0 3 9 , ^ 143,923■X -h' 48,315 53,147 58,462 16^,308., ' 70,73?^

750 00 825 00 907 50 998 25 1 098 08 1,207 88 1,328 67 1,461 54 1,607® 1,768 46

1,800 1,980 2,178 2,396 2,635 2,899 3,189 3,508 3,858 4,244

1,350,000 . 1,633,500 1, 1,976,535-, 2,391,607- 2,893,8-te.ii ^3,501,552;. 4,2^,678 »5,126,623 “6,2C0i2t4t>. 7,505,888 f

350 00 385 00 423 50 465 85 512 44 553 68 620 05 682 05 750 26 825 28

10,000 10,000 10,000 10,000 10,000 10,000 10000 10,000 10,000 10000

3,500,000 3,850,0q0j\ , 4,235,qp0 f,658,^ 5,636,785̂ ' 6,200,464 f 6,820,519^ -•,7(502,5011, §.252,8,17,1

600 00 660 00 726 00 798 60 878 46 966 31 1,062 94 1,169 23 1,28615 1,414 77

4,000 4,000 4,000 4000 4,000 4,000 4,000 4000 4000 4,000

.I ? t  f >-2,400,000 2,6f3,OOp̂ ,5|1

TOTAL REVENUES FROM TRADING 7,250,000 8,123,9D0 9,115,535 10,244,507 11 532,035 13,003,561 14,689,088 16,624,054 18,850,388 21,417,780



W O R K IN G  CAPITAL R E Q U IR E M E N TS

C O S T  O F SALES  
Cost of Rice

Cost of Fertilizer

Cost o f Chem icals

^t p t a l  r u r g H^s e s  ,■

PU R C H A S E IN VE N TO R Y

681.82 750.00 825.00 907.50 998.25 1,098.08 1,207.88 1,328.67 1,461.54 1,607.69

:v, ?' 1'.?27,273 \ :i , 4 8 5 , ^ % i ; - M i ^ , 8 ^ g ; ; i | 2 , : i >7^ 5,̂ ,28§;;,

318.18 350.00 385.00. 423.50 465.85 512.44 563.68 620,05 682.05 750.26

ii\Â RKfNC3-̂ JAI?!ML'LOAN

IN TE R E S T RA TE ON W O R K IN G  
CA PITAL LOAN (%)

IN TE R E S T O N  W O R K IN G  CAPITAL  
LOAN

3,181,818 . 3 ,^ ^ '; ; ;  ■-?,;̂ qpO,;';;r?.; 4i2^J)qd; ' ?!§2p,510 ; ' 7,^,561;

545.45 600.00 660.00 726.00 798.60 878.46 966.31 1,062.94 1,169,23 1,286.15

; ;2,181,818' , 2,400.(^,|52,64p,OOpLi^g?2^ipro,qiji3,^^^;;|||^,513>^

; '6,5M,909 ■ ■ ■ 7,^5,000^;.;-8,286,850;'9,313,189;- , 10,4j^,6K ;;;M1;821 ,fl9^^3,353J17j(y 5,112,776 17,136̂

(O N E C R O P P IN G ) 3,295,455 3,692,500 4,143,425 4,656,594 5,241,834 5,910,710 6,676,858 7,556,388 8,568,358 9,735,354

SALES C R E D IT  (3 Mos)
M IN IM U M  CA SH BALANCE REQ D

1,812,500

50,000

■ 2,030,875 

50,000

2,276,884

50,000

2,561,127

50,000

2,883,009

50,000

3,250,890

50,000

3,672,272

50,000

4,156,013

50,000

4,712,597

50,000

5,354,445

50,000

TO TAL C U R R E N T  A SSET 5,157,955 5,773,375 6,472,309 7,267,721 8,174,843 9,211,600 ■10,399,130 11,762,401 13,330,955 15,139,799

W O R K IN G  CAPITAL M ARG IN AT  
20%  O F M A X C U R R E N T A S SET 3,027,960 3,027,960 3,027,960 3,027,960 3,027,960 3,027,960 3,027,960 3,027,960 3,027,960 3,027,960

:2 ,1 2 9 ,^ , . .  2 ,7 45 ,41 p^-+ -|:3 ,4 ^,3^A ;.,i.4 ;2 39 ,761 ,P :j;5 ,£ ;5 j|6 ,889 if3 ,'1 83 ,6 jto ,g ;^

17,00

362,099

17,00

466,721

17,00

585,539

17.00

720,759

17.00 17.00 17.00 17.00 17.00

874,970 1,051,219 1,253,099 1,484,855 1,751,509

17.00

2,059,013



R E P A Y M E N T  O F  C A P IT A L  A N D  IN T E R E S T

Loan at the Beginning of the year 
Building 
Rice Mill 

tI# lk L % n ;§ t§ fg ip jiin g  of Year 
Interest rate (in%)
Interest Payable 
Repayment of principal 

Building 
Rice Mill

iM M Iiik V r n e jiM  End of Y p aj ■

1,000,000 900,000 600,000 700 000 600,000 500 OQO 400,000 300,000 200,000 100,000
500,000 450,000 400,000 350,000 300,000 25O,0CX) 200,000 150,000 100,000 50,000

1,500,000 1,350,000 1,200,000 1,050,000/ '̂ 750,0TO 6CM,000 ^ ' 450,000 300,000̂ 150,C»0
14 14 14 14 14 14 14 14 14 14

210,000 189,000 168,000 147,000 126,000 105,000 84,000 63,000 42,000 21,000

100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000
50,000 50,000 50 000 50,000 50,000 50,000 50,000 50,000 50,000 50,000
150,000 150,0X1 150,000 < 1̂ ,000̂ ĵ ,̂ooq  ̂150,000  ̂ j 150,000 150,000 J 50,000' ,. 150,000

SC H ED U LE O F D E PR E C IA TIO N  
Building

Less: depreciation , 
Accumulated Depreciation

Solar Dryer 
Less : depreciation 
Accumulated Depreciation

Rice Mill 
le s s : depreciation 
Accumulated Depreciation

----- ..................................

1,000,000 1,000,000 1,000 000 1,000,000 1,000,000 1,000,000 1 000,000 1,000,000
80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000
80,000 160000 240,000 320 000 400 000 480,000 560,000 640,000
920,000 , , 840,TO t 7̂60,000 ■* V 680,000. 520̂ 009 i , ‘̂ ,000 ^ ,0 9 3

200,000 200,000 200,000 200,000 200,000 200,000 200,000 200 000
16,000 16,000 16 000 16,000 16000 16,000 16,000 16000
16,000 32 000 48,000 64,000 80,000 96,000 112,000 128 000

'184,000 168̂ 000 152,009̂ 136,000  ̂'120,000̂ , 104,000 88,000 ' , 72,000V  ̂K, v-X /■ S (I

500,000 500,000 500,000 500,000 500,000 500,000 500,000 500 000
40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000
40,000 80,000 120,000 160,000 200,000 240,000 280,000 320,000

"460,000 420,C»0 380,oqo 340,000  ̂ i ^ , 090^ i " 260,^ ‘ 220,000 180000

1,CX)0,000
80CX30
720,000

1,000,000
80,000
800,000

V280,00pc,'‘t i ^  200,000 ■

200,000
16,000
144,000

i,

500.000 
40,000
360.000
140.000

200,000 
16,000 
160,000 

'V , 4pop^

500.000 
40,000
400.000
100.000



OPERATINGS COSTS & EXPENSES

OPERATING COSTS 
Purchase of stocks 
Salaries & Wages 
Labour Costs 
Water,Power & Fuel 
Insurance & Licenses 
Supplies
Repairs & Maintenance 
Interest on working Capital

^.EXPENSES

e f|P |IW ^ ,9 F ? E  DEPRECIATION

INTEREST

Yean 
6 590 909 

140,000
50.000
24.000
30.000
20.000 
5,000

362,099

531,092

210,000

Year 2 
7,385 000 

154000
55.000 
26,400 
31 500
21.000 
6000

466,721

Year 3 
8,286 850 

169 400 
60,500 
29,040 
33 075 
22,050 
7,200 

585,539

Year 4 
9,313,189 

186,340 
66550 
31,944 
34,729 
23153 
8,640 

720,759

Year 5 
10,483,668 

204 974 
73,205 
35,138 
36,465 
24,310 
10,368 

874,970

Year 6 
11,821,419 

225,471
80.526 
38,652 
38,288
25.526 
12,442

1,051,219

Year 7 
13353,717 

248,019 
88,578 
42,517 
40,203 
26,802 
14,930 

1 253,099

Year 8 
15,112,776 

272,820 
97,436 
46,769 
42,213 
28,142 
17,916 

1,484,855

Year 9 
17,136,716 

300,102 
107,179 
51 446 
44,324 
29,549 
21,499 

1,751,509

532,279 i 531,721 530,028  ̂ 526,^42 ;; 521^15

189 000 168,000 147,000 126,000 105,000

514,091 r S^,280 r >^,431 

84,000 63,000 42,000

Year 10 
19 470 709 

330,113 
117,897 
56,591 
46,540 
31,027 
25,799 

2,059,013

7,222,008 S,145,6|1  ̂ 9,1^,654 10,385,:^ H.7f3,099 13,293,543, 15,067,864 17̂ 102,927 ' 19,442,325 22,137,688

21,000

DEPRECIATION 136,000 136,000 136,000 136,000 136,000 136,000 136 000 136,000 136,000 136,000



Building and Rice Mill 
Solar Drier (Coops' Equity) 
Operating Casli Flow 
Net salvage value of bidg/drier 

and rice mill 
Recovery of Equity

C A S H  F L O W  O F  T H E  P R O J E C T
YearO

(1,500,000)

(200,000)

Yean

531,992

Year 2

532,279

Year 3

531,721

Year 4

530,028

Years

526,842

Year 6

521,715

Year?

514,091

Years

503,280

Year 9

488,431

.(1,700,000) ^1,992 532,279^Jii 531̂ ,721 r  iV.530,026 < ^'t/,526,8̂ 42 , ^15 -̂, ■'514,091 S 503,^0 ,

Year 10

468,498

340.000

200.000

,4,008,493

C O M PU TA TIO N  O F C O S T O F CAPITAL  
Equity
Net Cash Flow
Less ; Interest and Repayment
Net Cash Surplus
Dividend @  50%  of cash surplus
Dividend as a fraction of equity
Percentage Dividend
Average Dividend
Debt
Interest on Debt (%)
Weighted cost of capital (%)
Weighted average cost of capital (%) 

Weighted Average cost of capital

PR O JECT CO STS YEAR 0

Building & Dryer 1,200,000
Rice Mill 500,000
Working Capital Margin 3,027,900

C O S T S  4,727,960

200,000 200,000 200,000 200,000 200,000 200,000 200,000 200 000 200 000 200,000

531,992 532,279 531,721 530,028 526,842 521,715 514,091 503,280 488,431 1,008,498

360,000 339,000 318,000 297,000 276,000 255,000 234,000 213000 192,000 171,000

171,992 193,279 213,721 233,028 250,842 266,715 280,091 290 280 296,431 837,498

85,996 96,640 106,860 116,514 125,421 133,358 140,045 145,140 148,216 418,749

0430 0 483 0 534 0 583 0 627 0 667 0 700 0 726 0 741 2 094

43 00 

75 85

48 32 53 43 58 26 62 71 66 68 70 02 72 57 7411 209 37

1,500,000 1,350,000 1,200,000 1,050,000 900,000 750,000 600,000 450,000 300,000 150,000

1 4 1 4 1 4 1 4 1 4 1 4 1 4 1 4 1 4 1 4

1741 

34 82 

035

1843 1963 21 08 22 86 2509 28 01 32 02 38 04 125 64



CALCULATION O F NET PRESENT
YearO

VALUE AT
Yearl

20% 
Year 2 Years Year 4 Year5 Year 6 Year? Year 8 Year 9 Year 10

Cash Flow 1,700,000 531,992 532,279 531,721 5.T),026 526,842 521,715 514,091 503,280 488,431 1,008,498
Discount or present value Int. factor 0.8333 0 6944 0.5787 0.4823 0.4019 0.3349 0.2791 0.2326 0.1938 0.1615
Present Value of Cash Flow 443,327 369,638 307,709 255,608 211,726 174,721 143,473 117,047 94,661 162,878

N E T  P R E S E N T  VALUE 580,788

C A LC U LA TIO N  O F INTERNAL RATE O F RETURN
Cash Flow 1,700,000 531,992 532,279 531,721 530,028 526,842 521,715 514,091 503,280 488,431 1,008,498
Present value interest factor at 30%  i ,ooo 0.769 0.592 0.455 0.350 0.269 0.207 0.159 0.123 0 094 0.073
Present value at 30%  i,7oo,ooo 409,224 314,9Ffl 242,021 185,578 141,894 •• 108,087 81,929 61,697 46,nfs.q 73,155
Present value interest factor at 29%  i ooo 0.775 0.601 0.466 0.361 0 280 0.217 0.168 0.130 0.101 0.078
Present value at 29%  1,700,000 412,397 319,860 247,693 191,399 147,480 113,213 86,479 65,628 49,374 79,027

Internal Rate of Return =

IRR  =

30%

30%

30%

1,664,602 1,700,000
1,712,551

X

1,664,602

(35,393)
(47,949)

0.74

1%

1%

IRR = 30.74%



CHAPTER V m

SOCIO-ECONOMIC STUr"'} L J  I

A. Economic Benefits

With the establishment of the Grain Center Project, the toilowing economic benefits 
shcul be obtained by the target project beneficiaries:

1. Increase in farm income through minimized farm wastage. Marketing of palay / 
rice at better price and acquisition of farm inputs at farm level at a minimum 
price.

2. Improved farmers postharvest handling activities, such as the provision of milling, 
drying, and storage facilities; establishment of a good market outlet.

3. Solve the milling, drying, storage and marketing problems of the larmers in the 
community.

4. Make use of opportunity to avail the services and benefits of government and 
private institutions and get involve in development programs.

5. Generate employment opportunities.
6. Enhance economic growth of the community.

B. Social Desirability

Aside Irom the economic benefits mentioned above, the following social benefits 
could also be derived from the project;

1. Promote cooperation, self-reliance and discipline among cooperative members.
2. Enhance development of their managerial capability and competence.
3. Promote people’s participation in the development activities.
4. Improve the quality of life of the people in the service area.
5. Provide as a model or demonstration to other organizations in nearby barangays 

or municipalities.



CHAPTER IX

RECOMMENDATIONS

The establishment of the Farmers' hitegrated Grains Center in Barangay Badiang, 
New Lucena, Iloilo is shown to be financially viable at the same time solve the post harvest 
problem of the cooperative members and non-membei-s in the target area to be served.

The project would increase the income of the target beneficiaries through the 
acquisition of farm inputs at minimal cost, minimized wastage of farm produce and the 
marketing of their paddy at a higher price. With the establishment of the project, the 
marketable surplus of their farm produce (paddy) could be dried, stored and properly 
processed at the grain center which could be directly sold to the center or other rice traders 
when prices are favorable.

The project would likewise generate employment oppoilunities to the members 
of the cooperative as well as develop their managerial skills and capabilities during the 
project operation.

Through this project the farmer-beneficiaries could avail the maximum services 
of the government and private institutions involved in economic development programs, 
thus, they shall become partners in economic development activities for their social well 
being.

It is therefore strongly recommended that this project should be financed so that 
it could be established. Evidences are strong for its viability.

It is further recommended that govemment and private institutions involved in 
the realization of this project should be sincere in extendiiig their full support and assistance 
to the target beneficiaries for the successful implementation of the project. Evaluation and 
monitoring of the project activities and progress should be done regularly to prevent or 
coiTect loop holes in the process of project implementation.
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PROJECT PROPOSAL

A. Basic Information

1. Title of the Project

Establishing A Model Fishery Cooperative 
Federation in the Bicol Region

2. Implementing Agency: FDSSD, BFAR
3. Head of Agency: Dennis B. Araullo

Director
4. Address: FDSSD, Estuar BIdg.

BFAR, Quezon Ave,
Q.C.

5. Collaborating Agency: CUP, CDA, LGU, NGO &
PFDA

6. Target Beneficiaries: Fisherfolks
7. Expected Output:

Organized Fisheries Cooperative/Federation 
Number of Fisheries Coop Assisted 
Number of Trainings Implemented &

Number of Participants 
Development of Good Leaders/Managers 

of Fisheries Cooperative 
Fisheries Cooperative Operation of 

Camaligan Fish Port



B. Technical Description/Background

1. Situation Analysis
2. Project Significance
3. Objectives
4. Strategy and Implementation
5. Cost and Return Analysis/Project Activity
6. Manpower Requirements
7. Support Facilities (Laboratory, Equipment etc.)
8. Workplan Schedule
9. Project Budget Estimate

a. Budget estimate/Major activity
b. Summary Budget Estimate/Major Activity

10. Proponent/Implementing Agency



INTRODUCTION

The Philippine is bestowed with rich aquatic and 
marine resources and the fishing industry is one of the 
frontiers of the Philippine economy.

The Bureau of Fisheries and Aquatic Resources 
(BFAR) is one of the bureaus under the Department of 
Agriculture (DA) mandated to support the responsibility 
of providing fishing development through proper 
conservation, utilization and management of the 
country’s fishery resources.

Considering the vast fishery resources of the 
Philippines, the marine resources consist of 
220,000,000 ha. territorial waters which was both 
coastal and oceanic, 27,000 square kilometer corral 
reef area within 10-20 fathoms where fisheries occur, 
shelf area (depth of 20 fathoms) of 18,460,000 ha. 
and 17,460 km coastline and inland resources 
consisting of swamp lands of 338,393 ha., existing 
fishponds of 253,954 ha. and other inland resources of 
250,000 ha. which consist lakes, rivers and 
reservoirs, yet the fishery sector has not fully tapped 
its full potential due to the fact that fisherfolks still 
remain to be the poorest of the poor.

According to the Philippine Fisheries Profile of 
1996, the Philippines ranked no. 12th among the 
largest fish producers in the world for 1994. It was also 
the second biggest producing tuna and tuna like fishes 
in the Indian Ocean and Southeast Asia Region in 
1991 and 3rd biggest producer of seaweeds and other 
aquatic plants contributing 5.2 % (0.405 million metric 
ton) in the world production of 7.893 million metric ton 
in 1994.



It also accounted for a 3.5% (P 2.19 billion) and 
3.9% (P 32.9 billion) of our country’s Gross Domestic 
Product (GDP) at current and constant price. It has 
also given the largest share of the Gross Value Added 
(GVA) of 16.2 % (P 76.2 billion) next to agricultural 
crops and provided employment to about one million or 
5% of the country’s labor force as well as there 
dependents.

About 258,480 fishfarmers depend their 
livelihood on aquaculture, municipal about 675,677 
and commercial fisheries , 56,715 which does not 
include the members of fishermen families and others 
who are engaged in related activities such as 
processing, selling and many other fishery activities 
who are the potential benefactors and supporters of 
fishery cooperatives.

As to the performance of the fishing industry, the 
average annual growth rate from 1987-1996 was 2.5%. 
Positive growth rate of 6.4% and 4.5% were although 
municipal fishing has been declining 1.7% due to 
coastal depletion and illegal fishing.

Output of the fishing industry slightly decreased 
by 0.5% for 1996 in contrast to the 3.5% growth rate in 
1995. Fishery sectors that posted decrease were 
commercial fisheries, 1.6% municipal fisheries 6.5%  
but on the other hand 96.7% increased in production 
was realized in aquaculture fisheries which contributed 
35% and commercial fisheries, 32% in the production.

In terms of value, the highest share of 40% was 
in aquaculture followed by municipal of 31% and 
commercial, 29%.



The Philippines exported a total of P 15.110 
Billion in 1996 (P 104,633,000) decrease of almost 
3.5% in value and volume while imports of fish and 
fishery products likewise decreased by almost 8% in 
terms of value.

With the size of the average of the Filipino 
people dependent on the fisheries industry, our 
government thru BFAR has realized the need for 
effective programs in answer to the plight of the 
fisherfolks.

Through coordination with CDA and CUP, BFAR 
has recognize the urgency in assisting in the 
organization of the fishery sector into cooperatives. 
Our government thrusts are directed towards enabling 
them to explore the unlimited opportunities provided by 
unity and cooperation.



BACKGROUND & TECHNICAL DESCRIPTION

I. Situational Analysis
A. Environmevit

The Bicol Region (Region V) is a conglomeration 
of several sub-peninsulas with a very lengthy coastline. 
There are several coastal embayments all of which 
penetrates deep into the main land mass. Six (6) 
provinces compose the region. Albay, Camarines 
Sur, Camarines Norte, Catandunes, Masbate and 
Sorsogon. Comparatively, it’s mineral resources are 
little but these are compensated by large quantities of 
land, extensive on rich fishing grounds, large coconut 
and abaca plantations.

Fishing, logging, saw-milling, livestock, poultry 
and handicrafts are the main economic activities of the 
region. Fishing is a very important industry in the 
region which is bestowed with significant marine 
resources and excellent fishing grounds.

Although the region is very rich in fishery 
resources, the fisherfolks are still generally poor due to 
lack of knowledge and skill to increase production and 
income.

B. Resources

The fishery resources of the region particularly 
Camarines Sur and Camarines Norte have the best 
fishing grounds like San Miguel Bay, Lagonoy Gulf, 
Lamon Bay, Ragay Gulf and the Pacific Ocean which 
yield one of the highest harvest in the country. Aside 
from that, they had one of the fishing port which is the 
Camaligan Fishing Port which has cold storage, ice



plant and other facilities best suited in the preservation 
of fish, fish storage and processing. The fishing port 
complex is not operational due to lack of good 
managers and lack of funds for operation.

Generally, the region derives its fish production 
from commercial and municipal fisheries with an 
average production of 2,625,607 metric tons annually 
with agrrculture sector contributing 0.07% of the total 
production.

C. Present Trend of Resource Exploitation

Due to deforestation and intense logging in the 
region, the forests have been denuded which resulted 
in the depletion of natural resources. It also affects the 
destruction of natural habitat of fish and corral reefs. 
Adding to this, is the unabated illegal fishing and the 
use of prohibited explosives which cause economic, 
social and health crisis to the people who are already 
living in poverty.

D. What Is Being Dofie?

The Philippine Government through the 
Department of Agriculture and the BFAR and other 
concerned agencies are working together to address 
the worsening poverty in the region. It is extending 
support services and helps spread the benefits of 
development particularly the small-scale fisherfolks. It 
is envisioning to increase their real income generating 
projects such as fish processing and other profitable 
projects that will improve their standard of living. This 
goal can be achieved through the development of 
fisheries cooperative/federation.



II. Project Significance

The DA is mandated by the government to 
promote agricultural and fishery development and 
growth through increased productivity. The BFAR as a 
staff agency of the DA, extend support services 
necessary to help spread the benefits of development 
particularly to the small scale fisherfolks shall be 
pursued to achieve the national goal of poverty 
alleviation, generating production opportunities and 
promoting sustainable economic growth.

The ultimate goal is to increase the real income 
of the less generating fishery projects and should be 
introduced so that they will be profitable through the 
development of fishery cooperatives/federations. 
Fisherfolks shall be organized/reactivated into 
cooperative/fftderation under the guidance of the 
government in whatever form of service.

III. Objectives

The main objective of the program is to establish 
a model Fishery Cooperative Federation as a tool in 
developing the capability of the fisherfolks to engage 
jointly rather than individually in productive endeavor 
as a means of improving their standard of living.

Specifically, it’s objectives are:

1. To collaborate/coordinate with other government 
and private agencies and international institutions 
involved in the organization and development of 
fisheries cooperative/federation.



2. To help the fisherfolks organize or reactivate 
into fish cooperative / federation.

3. To help identify problems in the 
management of fisheries cooperative.

4. To work out if not partially turn
over and operation of the Camaligan 
Fishing Port to the fisheries federation 
management.

5. To provide training/assistance in 
the development of proper management of 
fisheries cooperative/federation.

6. To develop global competitiveness in the 
expire market.

IV. Strategy of Implementation

The project will be undertaken in collaboration 
with CUP, CDA, LGU and NGO’s and other agencies 
involved in the organization of fisheries 
cooperative/federation.

The Bicol Region has been chosen as the pilot 
area for cooperative organization/ federation. Initially 
fisheries cooperative shall be organized/ reactivated in 
each province without existing organization. 
Identification shall be based on fishery resources 
available for the introduction of livelihood projects and 
member of small-scale fisherfolks benefited. One of 
the main reason for the selection of Bicol Region as 
the pilot seen is to be able to make operational the 
Camaligan Fishing Port Complex which has the 
facilities that will benefit the fisherfolk members in their



fish production and processing whicli eventually will 
increase their real income.

The prograna will be implemented by BFAR in 
collaboration with CUP and other cooperating 
agencies, lV5G0’s and LGU’s. BFAR staff in 
coordination with CUP will monitor the progress of the 
program implementation.

The training program management will be 
divided into three (3) phases.

A. Pre-Training Activities

Training need assessment of the targeted 
clientele in six (6) provinces shall be conducted to 
determine the pre-entry level of the participants and to 
consider the pre-requisite of trainees before availing 
the training course. This will be accomplished through 
the administration of survey questionnaires coupled 
with individual interview of prospective clients. 
Corollary to this, community baseline survey for every 
targeted community shall be conducted in coordination 
with local government units to serve as bench mark of 
the project.

Survey of the training site, information 
dessimination and coordination with the local officials 
to tap their support services well and likewise be 
conducted in the target area. Other activities includes 
the preparation of training plan, course design, 
reproduction of hand-outs, instructional aids 
development and processing of needed training 
supplies and materials.

B. Training Activities



Training approaches are combination of 
traditional and experiential or “learning by doing”. The 
bigger percentage of the training is concentrated in 
actual job application or practicum based on theories 
discussed in the lecture. Medium of instruction will be 
in English, Filipino and dialect used in the area.

Periodic training session evaluation will be 
undertaken by the BFAR staff to determine the level of 
knowledge ana skills gained by the participants and the 
applicability of the subject matter to them. At the end 
of the course, an evaluation to determine the over-all 
effectiveness of the training program will be conducted. 
Data to be gathered shall be serve as a basis for the 
revision/improvement of the future training activities. 
Evaluation of methodology is through administration of 
questionnaire.

C. Post-Training Activities

After of period of six months to one year a follow- 
up monitoring and evaluation will be conducted to 
assess the impact of the program and determine the 
status of the training. Methodologies to be used in the 
evaluation is the administration of questionnaires 
coupled with interviews with the assistance of the 
extension worker and local officials in the area.

All evaluation activities will be undertaken by the 
BFAR staff In coordination with CUP staff. After 
evaluation and when the result is favorable then a 
replication in other regions/ area will follow.



The FDSSD, BFAR in collaboration with CUP will 
provide the necessary manpower to implement the 
project. However, resource person from other 
agencies will be hir«d in the implementation of the 
program.

V. Manpower Requirement

VI. Support Facilities

The FDSSD, BFAR and CUP will make available 
all the existing training equipment, materials and 
facilities that may be needed for the implementation of 
the project.



Annex:

Course Title: Training Course on Cooperative
Education

Course Description: Tlie training aims to impart
knowledge and skills on basic requirements and 
qualification on how to organize cooperative. Also it 
aims to organize and register fisherfolks cooperative 
federation to CDA. Output of training is the finalization 
of basic requirement for registration.

Trainees/Duration: 50 trainees for 3 days duration

Course Content: Topics will include the ff.:

1. Cooperative Principles & Practices
2. Cooperative Code of the Philippines
3. Allocation & Distribution of Net Surplus
4. Sources of Financing
5. Factors of Success of Cooperative
6. Requirements for Registration

Target Areas: Bicol Region/6 Fisheries Cooperative
in 6 provinces



1. Traveling Expenses

- Plane fare RT for 4 
Persons & 2 training staff
(P1,800 X 6 persons x 6 provinces) P 64,800

- Bus fare (P300 X 6 X 6) P 10,800
- Taxi fare (P200 k 6 x 6 persons) P 7,200
- Per diems fP135 x 5 days x 6 x 6 persons P 24.300

P107.100

2. Honoraria for 4 Resource Persons

(P1,000x4x6) P 24,000

3. Meals & Snacks for trainees/staff

(P300/person for 50 x 3 days x 6) P270,000

4. Training Supplies & Materials P 30.000

TOTAL P431.100

10% contingency cost P 43.110

TOTAL P474.210

Budgeting Requirements:



Annex:

Course Title: Training Course for Strengthening 
Managenrsent of Fisheries Cooperative

Course Description: The training aims to develop
capable managers of fisheries cooperative which 
eventually will help strengthen and improve fisheries 
cooperative performance and bring about qualitative 
and quantitative improvement in cooperative services 
to member fisherfolks to the grass root level with 
ultimate objective of increasing members income and 
ensuring active participation in cooperative business.

It will be conducted through participative 
methods, group works based on assignments given by 
resource persons such as case studies, group 
exercises, lectures and discussions, field visits and 
preparation of model plans for their cooperative, 
prepare budgets, financial statements and field 
situation reports.

Training/Duration: 30 trainees for a 5 day duration

Course Content: Topics will include the ff.

1. Management Principles, Methods and 
Techniques with special reference to management 
leadership development on fisheries cooperative

2. Workshop
( Case Writing Method & Techniques)

3. Field Visits.



Target area; Bicol Region
(5 Coop Leaders in Eacli Province)

Budgetary Requirements:

1. Traveling Expenses
-plane fare P 64,800
-bus fare P 10,800
-taxi fare P 7,200
-per diems P 24,300
-bus h\re P 12.000

P119,100

2. Honoraria P 24,000

3. Meals & Snacks
(P300X 30x5x6 )  P270,000

4. Training Supplies & Materials P 30,000

TOTAL P443,100
10% contingency cost P 44.310

TOTAL P487,410



Annex:

Course Title: Training on Fish Processing

Course Description: The training aims to
develop/upgrade the knowledge and skills of the 
participants in different fish processing methods. It will 
be conducted through lecture and/or discussions, 
demonstrations and practicum.

Training/Duration; 30 trainees for 3 days

Course Content: Topics will include the ff.

1. Fish Handling
2. Fish Sanitation and Hygiene
3. Traditional Methods of Fish Processing
4. Bangus Deboning
5. Shrimp Kropeck Manufacture
6. Fish balls Manufacture/Spicy Dills
7. Basic Accounting./Bookkeeping



Budgetary Requirement

1. Traveling Expense
-plane fare foi 3 resource persons

and 2 staff P 54,000
- bus fare

(P300 X 5 X 6 )  P 9,000
- taxi fare P 6,000
- per diems P 20.250

P 89,250

2. Honoraria P 18,000

3. Meals & Snacks
for 30 pax x 5 x 6 P 270,000

4. Training SupplieiJ & Materials P 30.000

TOTAL P 407,250
10% contingency cost P 40.725

TOTAL P447.975



WORKPLAN SCHEDULE

ACTIVITIES TARGET
AGENCY

CONCERNED
1998

1
jan-feb-mar apr-may-jun jul-aug-sept oct-nov-dec

1999
1

jan-feb-mar apr-may-ju jul-aug-sept oct-nov-dec

1. Coordination
2. Identification/ 

Assessment
3. Organiztion
4. Preparation of 
Training Materials
5. Training
6. Monitoring and 

Evaluation

15 coops
s
e
e

L
&
g
e
n
d

LEGEND
PFDA
BFAR

CUP
CDA
LGU
NGO

: Philippine Fisheries Development Authority 
: Bureau of Fisheries and Aquatic Resources 
: Cooperative Union of the Philippines 
: Cooperative Development Authority 
: Local Government Unit 
; Non-Government Organization



PROJECT BUDGET ESTIMATE

Items 1998 Amount 1999 Amount TOTAL
I. Personal

A  SalariesA/Vages
B. Honoraria
C. Others 

Sub-total

II. Maintenance & Other 
Operating Expense (MOOE)

A. Travel
B. Communicating
C. Supplies & Materiais
D. Conduct of Training. 

Seminar, Workshop
E. Printing

III. Equipment Outlay
IV. Additional Costs

A. Administrative
B. Contingency (10%)

TOTAL

BFAR Existing 
Plantila

BFAR Existing 
Plantila

P 33000

157725

45000

810000

70480

P 33000

157725

45000

P 66,000

P315,450 

P 90,000 

P810,000

70480
128145

P140,960 
PI 28,145
P I,550,555



SUMMARY OF BUDGET ON THE CONDUCT OF 
TRAINING, WORKSHOPS AND SEMINARS

1. Training Coopertive Evaluation P 474,210

2. Training Course for Strengthening
Management of Fisheries Cooperative P 487,450

3. Training Course on Fish Processing P 447,975

P1,409,595

Administrative Cost (10%) P 140,960

Total Budget P 1,550,555



BUDGET ESTIMATES OF MAJOR ACTIVITIES

Major Activities MGOE"' Additional Grand
Cost Total

1. Coordination 1.281.930 268,625 PI.550.555

2. Indentification/
Assesment

3. Organization

4. Preparation of 
Training Materials

5. Training

6. Monitoring and 
Evaluation

Total Budget 1.281.930 268,625 PI.550.555

'MOOE = Maintenance and other operating expenses



SUMMARY OF COURSE
FDSSD Program for Bicol Region 

CY 1998-1999

COURSE TITLE NO. OF COURSES TARGET NO. OF TRAINEES

1. Training on 
Cooperative Education 6 300

2. Training Course for 
Strengtening Management 
of Fislieries Cooperative 6 180

3. Training on 
Fish Processing 6 180

TOTAL 24 660
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Chapter - 1

SUMMARY

The small farmers Development Project is prepared for poor small farmers in 
Badulla District. The project will be implemented and nm  by National 
Cooperative Council o f Sri Lanka; Collaborate with two multipmpose 
Cooperative Societies in Badulla District.

The main objectives o f this project are:

to introduce small farmers about the m odem  agricultural methods to 
increase productivity,

to change their attitudes towards the modem  technology, that are 
environmentally sustainable and

to motivate them to face the predicted famine which the whole world 
will experience in the year 2005.

The target group, small farmers has been selected from 20 villages which are 
located in two multipurpose Co-operative Society areas in Badulla district.

Total investment for the project will be 2.1025 million m pees (35 thousand 
Us $) Donation will be expected from Peoples Bank, Agriculture Ministry of 
Uva Province, and the Cooperative Fund.

This project will be expected to begin in 1999 amd completed by 2004. A 
demonstration farm will be conducted during the project period.



2.1 Over all situation

Sri Lanka is a small beautiful Island situated in the Indian Ocean. From North 

to South the Island is 425 k.m. long and W est to East it is 225 k.m. wide. The 

Island has tropical climate.

The Population of Sri Lanka is 18.2 million. The economy of Sri Lanka is 

both agricultural and trade based.

The m ost important feature of the economy o f our country is Agriculture.

M ain Agricultural products are paddy cereals Spices, Vegetables and Fruits. 

Tea, Rubber and Coconut products are important exports and Spices are also 

exported to overseas markets. Agriculture as the Single largest productive 

sector in Sri Lanka economy accounts for 27% G. D. P. The decreasing of 

agricultural lands with increase o f population is a prominent feature in the 

agricultural sector. 44% of the land cultivated are around four acres each. 

The per capita land size in 1949 was 1.35 He. It decreased to 0.95 in year 

1973. During this period it has become 0.47. This can be specially noticed in 

the paddy production sector.

The main food of Sri Lanka is rice and vegetables. Considering the above 

factors, agriculture should be further developed.

The majority of the fanners in Sri Lanka are small farmers. There fore the 

contribution o f the small farmers to the National Economy is considerably 

high. 80% o f our population lives in the rural area and their main livelihood 

is agriculture.

Chapter - 2

BACK GROUM)



In the Cooperative movement too the main source o f living of the majority of 

the members is agriculture.

Out o f the total membership in the Cooperative in Sri Lanka 84% are from 

agriculture Cooperative directiy or in directly related to the agricultural field.

The main types o f cooperatives are the multipurpose Cooperative Societies 

and Thrift and Credit Societies. As the activities o f these two types of 

Cooperatives also include providing credit facilities, inputs marketing and 

purchasing for agricultural activities. Another important cooperatives are milk 

producers and agricultural small cooperative societies.

The milk producers societies are situated at Village Level and district level. 

There are 265 milk societies in Sri Lanka at present. Sri Lanka’s milk 

production has stagnated and as our population growth is on the increase per 

capita consumption of milk has dropped precipitously.

Multipurpose Cooperative Societies & Sanasa Cooperative Societies were 

provided farm credit and chemical fertilizers. They were also given 

incentives by way of commissions on fertilizer distribution and farm credit 

disbursement with the objective of strengthening their capital base and 

business operations. The economic situation of the M. P. C. S. are 

considerably weakened since the introduction o f the open market economic 

system; with drawal of farm subsidies and restricted purchase of agricultural 

products from the local farmers. With the deregulation of farm chemicals, 

chemical fertihzer except urea, seeds, the business level of M. P. C. Ss in 

rural agricultural area have gone down considerably.

Multipurpose Cooperative Societies in Agricultural area and agricultural 

Cooperative Societies (those are primary societies) have several limitations for 

examples, limited number o f members, limited range of farm products, lack of 

farm machines, in experienced leaders and untrained employees and lack of 

infrastructure. Due to inadequate business operations above cooperative's



have lost credibility in certain areas. They lack capital, equipment and market 

access. Not only this factors but also credit supply has become expensive and 

deposit received from members are not productive due to no interest or very 

law interest given. Voluntary deposits in rural banks are negligible. Farm 

credit on concessional term is not available to the farmers. Finding market for 

the members product is becoming difficult. There are no value addition or 

agro processing activities undertaken by M  P C S or any other agricultural 

societies. As a result much of farm products become unremunerative for the 

farmers. Looking at this situation it can be seen that small farmers in rural 

areas o f Sri Lanka face poverty, illiteracy and ill-health.

The m ain objectives of the National Cooperative Council o f Sri Lanka are to 

promote and develop the cooperative movement and to serve as an exponent 

o f cooperative opinion to express views on behalf o f the movement and 

represent it nationally and internationally.

As a national level organization National Cooperative Council o f Sri Lanka is 

intervening to develop agricultural Cooperative movement. NCC has 

identified the problems faced by the agricultural Cooperatives as follows.

On the credit area inadequate working capital o f the Cooperative 
Societies resulting in delays in releasing loans to members.

Lack o f loan supervision and weak loan repayments and competition 
from privately owned financial institutions.

Delayed receipt o f fertilizer, Agro chemicals and Lack o f agriculture 
equipment too are draw back.

Lack o f adequate and suitable transport facilities poses problems to the 
efficient marketing operations.

Short comings in planning and plan implementation.

Lack o f cordination and inefficient and incompetent management,

Lack o f suitable market outlets.

Lack o f proper cordination and planning has hindered the development 
o f this sector.



Limited aptitude of the rural people to take advantage o f science and 
technology.

Comparatively low agricultural productivity by many farmers.

Comparatively low rate capital information due to low savings and low 
investments.

Population explosion a very high growth rate due to high birth rate and 
declining death rate due to various health measures under taken.

2.2 Area of the Project

Sri Lanka is divided in to 8 provinces. Badulla district which is 200 km., 
away from Colombo, is in Uva province.

The population is 750 thousand in Badulla district. The male population is 
412.5 thousand, and the female population is 337.5 thousand.

The temperature ranges between 20 to 40 centrigrades. The climate is cooler 
and equiable temperature. There are precious, natural resources for 
agricultural sector in Badulla district for example water falls, mountains, 
organic resources, soil, Jungles, climate, etc.

The selected project area is Dehiwinipalatha (Atampitiya) and Uva 
Paranagama, (Ambagasdowa) multipurpose Cooperative society areas. The 
climate o f this area very advantageous for agriculture.

The most important feature of the economy of this area is agriculture. Main 
agricultural products are Tea, Paddy, Vegetables, Fruits, Flowers and Spices. 
M ost o f the Land cultivated are less than 2 acres. The per capita land size in 
this area is 0.35 acres. So the majority o f the farmers are small farmers. 
There fore contribution of these small farmers to the national economy is 
considerably high.



Number o f Cooperative Societies in Badulla District

Society Number of 
Societies

Number of 
Members (thousands)

Multipurpose 12 138.2

Thrift and Credit 227 28.3

Agricultural 38 3.1

Small industries 2 1.8

Current situation of selected area

A rea Num ber o f  

Farm  Families.

D ry

Land

M uddy

Land

Population M embers o f  

Coop; Societies

Hac, H e c , M ale Fem ale

Am bagasdow a 6877 1914 814 15129 12378 9452

D ehiwinipalatha 4087 5112 1291 13153 12876 8483

Ten villages has been selected in each cooperative societies as follows.

S o c ie ty S e lec ted  A re a

I'^year 2"‘‘ year year 4*̂  year 5“̂  year

Dehiwini

palatha

Abhayapura

W arakadanda

Dehiwinna

Kurukudegama

M aliththa

K atugam a

N eluw a

Perahettiya

Uva Mahawela 

Gawela

U va

Paranagam a

Perawella

Galahagama

Laddum a 

Um a - Ela

A m bagasdow a

K adadoragam a

K um arapattiya

K aragaha

U lpatha

M adaw ela

Dangam uwa



Although many natural resources are available in this area farmers have not 

being able to utilise them to the maximum. Further although traditional 

agricultural families are found they also no development. The main economy 

of the families within the above Cooperative area is agriculture, they also 

resort to rearing milk cows as Cattle farming. The income per each family in 

around Rs. 2000 - 2500.

Other facilities in this area

Dehiwinipalatha U va Paranagam a

Schools 11 15

Temples 18 20

Hospitals 02 02

O ther organisations

Environment project - 01

Farmers organizations 30 18

Retail shops 22 24

M ilk Collection Centres - 03

Rural Banks 07 05

Cultivated Area

Project Area Paddy

Hec.

Vegetable

s

Hec.

M ilk

Fanners

Total Land 

Hec.

U n cultivat 

Land

U va Paranagam a 998 2278 1172 3896 620

Dihiwinipalatha 658 5112 360 6403 633



2.3 Problems faced by farmers and Cooperatives of the Area

The problems faced by fanners and cooperatives in this project area are as 
follows:

Limited capacity of the farmers to take more yields by using new 
technology.

Lack of knowledge, skills of farming methods.

Lack of adequate and suitable transport facilities poses problems to the 
efficient marketing operation.

Misuse of Chemicals, fertilizer and pesticides.

Vulnerable situation from intermediaries to farmers. Most of small 
farmers depend on private money lenders.

Poor knowledge of better health conditions and sanitary systems

Poor knowledge of home budgeting

Lack of women participation in the agricultural sector.

Inadequate working capital of the cooperative societies to give loans to 
farmers to release loans in time.

Lack of loan supervision and weak loan repayments.

Delayed receipt of fertilizer, agro chemicals and lack of agricultural 
equipment are draw back.

Lack of suitable market out lets.

Increase, of suicide rates among law income groups.
Agriculture lands are getting destroyed due to careless farming

Lack of broader perspective to problems and all effects of superstitions.



Looking at the current situation of small fanners in selected areas and to solve 

above problems it is essential to launch a wide programme as follows.

to develop leadership qualities and organizational capacity of 

agricultural cooperative societies which is very essential for developing 

social and economic awareness.

to imderstand ill effects of superstitions, prejudices and to develope a 

broader perspective to problems.

to encourage and motivate farmers which enhance mutual cooperation 

and understanding between individuals and within community and their 

help in reduction of tension and conflict.

to develop knowledge and skills for productivity

to encourage women for income generation, activities and better 

farming methods.

to encourage youth farmers to take advantage of organic farming and 

for using new technology.

to develop sense of responsibility and accountability which help in 

developing self rehance.

2.4 Project rationale and Design Considerations;



3.1 Objectives

The objectives of the project are as follows.

To introduce small farmers to modem agricultm-al methods to increase 
productivity.

To change the attitudes of small farmers to use modem technology that 
are environmentally sustainable.

To motivate small farmers to improve agricultural activities in order to 
face the predicted famine which the whole world might experience in 
the year 2005 as indicated by the world food programme.

The secondary objective will be to improve the health, living 
conditions and economy of the small farmers of the project areas and to 
encourage women to get involved in the agricultural sector.
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3.2 Component o f the project.

To accomplish the above objectives, the following activities will be 
implemented.

To provide knowledge and technical know - how on modem farm 
methods, systematic handling of chemicals and fertilizers, setting up a 
bio-gas plant and promote organic farming.

Inculcation of cooperative action and small group activities.

Education on income generating activities, nutrition, family economics, 
health and hygiene for women.

Reduce the loss of production of agricultural products through effective 
post harvest management.



1. To select five fanner families from two villages within the areas of 
operation of the two selected multipurpose cooperative societies and 
setup model agricultural small farms.

2. To organize a systematic traiiiing programme for the small farmers 
with the assistance of the Department of Agriculture and in conjunction 
with the on-going National Cooperative Council of Sri Lanka 
environment project.

3. To organize well planned self employment and social development 
programs for women members of the farmer families.

3.3 Methodology

3.4 Action Plan

Keeping in view the specific requirement of an area, project has devised 
various programmes for the benefit of the farmers.

These programmes are divided in to two categories

1. Demonstration

2. Education programmes

3.4.1 Demonstration

Conducting farm demonstration is the most effective method of 
convincing the farmers on the adoption of agricultural technology to 
improve crop-yield, fertilizer use efficiency, and set up bio-gas plant. 
This demonstration farm will be prepared in a acre land ovraed by 
kahagolla Cooperative Development Centre.



Education programmes are mider three categories.

1. Field Level

2. Class Room Level
3. Demonstration Level

Under the field level programme the following areas will be covered, 
only for selected farmers group from 10 villages.

1. Importance of organic farming

2. Systemetic handling of chemicals and fertilizers.

3. Soil conservation

4. Enviroimient conservation

5. Cooperation and small groups activities

6. Income generation project plaiming

7. Consumer protection and agricultural production

8. Family health and drug abuse

9. Nutrition

10. Home budgetting

11. Organic fertilizer

A part from that five farmers selected by “Grama Niladhari” and “the 

representative of multipurpose Cooperative Society” in each village, will be 

trained in kahagolla cooperative development centre under the same tropic by 

using printed materials and demonstration farm.

3.4.2 Education Programmes



TRAINING PROGRAMMES

These training programmes are sheduled for one year

To Whom Quantity Where Duration About What Method By Whom
01 Village leaders from 

selected villages for 
1st year

20
Kahagolla 
Cooperative 
Development centre

One
day

Identify the project
Lectures and 

discussion
N. C. C.

02 Selected farmers 
group from 4 
villages for 1st year 
(include youth & 
women)

20 do
two
days

1. Importancy of organic 
farming

2. Cooperation & small group 
activities

3. Environment conservation

do
N. C. C. 

Agriculture 
Department

03 Same group 20 do
two
days

1. Systemetic handling of 
chemicals and fertilizers

2. Soil conservation
3. Family health

do

N. C. C, 
Agriculture 
department 

Healtli 
department

04 Same group 20 do two
days

1. Income generation p roject 
planning

2. Drug abuse
3. Organic Fertilizer

do
Video

N. C. C. 
Agriculture 
department

05 Same group 20 do
two
days

1. Home budgetting
2. Nutrition
3. Consumer protection and 

agricultural production

do N. C. C. 
Agriculture 
and Health 
department

Till t le end of this project, eveiy year the training programmes will be done above this stiiicture.



FIELD PROGRAMMES

To whom Quantity where Duration About what Method By whom
01 Farmer Family Dehiwini palatha 1. Soil conservation Lectures N. C. C.

members selected 2 40 MFCS area One 2. Organic farming and Agriculture
villages (20 from each day 3. Consumer protection & discussion department
villages 10 women agriculture production
will be selected in this
group)

Uva Paranagama One
02 do 40 MFCS area days do do do

1. Cooperation & small groups N. C. C.
03 do 40 Dehiwini palatha one activities do Health

MFCS area days 2. Family health department
3. Income generation activities

Uva Paranagama
04 do 40 MFCS area do do do do
05 do 40 Dehiwini palatha 1. Systematic Handling of N. C. C.

MFCS area one chemicals and fertilizer do Agriculture
days 2. Environment conservation department

Uva Faranagama
06 do 40 MFCS area do do do do

07 do 40 Dehiwini palatlia one 1. Home budgeting do N. C. C.
MFCS area days 2. Drug abuse Healtli

3. Nutrition department
Uva Faranagama

08 do 40 MFCS area do do 1 do do



DEMONSTRATION TRAINING PROGRAMME

This training programme will be continued each yeai'.

To whom Quantity where Duration About what Method By whom
01 Selected farmers 

group-I. Same group 
of participated 
training programme.

20
Kahagolla
Demonstration
Farm.

Two
day

1. How to set up bio gas plant.
2. How to make organic 

fertilizer.
3. How to get good yield by 

using low production cost.
4. How to use new technology.

- discussion 
■demonstra
ting

Agriculture
department

&
National

CooperaJ:(ve
Council.

02 Second group 20 do do do do do

03 Third group 20 do do do do do

04 Fourth group 20 do do do do do

05 Fifth group 20 do do do do do



A member of Board of Directors of National Cooperative Council of 
Sri Lanka.

The principal of Kahagolla Cooperative Development Center.

Two representatives from multipm:pose Cooperative Societies of 
selected areas.

Two members from Govijanaseva Department of selected project area.

One member of Environment project of National Cooperative Council

The advisory committee expects to meet once in three months and discuss for 
the process of monitorinig activities.

3.5 Advisory committee

The advisory committee of this project is endowing with following persons.

3.6 Employment of Manpower

1. Regular Employees

The principal of National Cooperative Council will be assisted by two 
education officers in the implementation and monitoring of project. 
The two education officers will be paid an allowence as incentive.

2. Contractual employees

Two labourers will be employeed on a five year contractual basis to 
work in the demonstration farm.



BUDGET

4.1 Investment of the Proj ect

The total project cost is estimated at 2.103 million rupees.
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Classification Amount
Rupees

Remarks

01 Demonstration farm 602,500 See Annex I

02 Training Programmes 600,000 See Annex II
(Rs. 120000 X 5 years)

03 Field programmes 490,000 See Annex TIT 
(Rs. 74000 X 5 years)

04 Demonstrating programms 350,000 See Annex IV 
(Rs. 70000 X 5 years)

05 Printed materials 60,000 See Annex V

TOTAL 2,102,500

4.2 Capital Cost Requirements

The total capital cost will be required from the education ftmd of Peoples 
Bank, Cooperative Fund and Agriculture ministry o f Uva Provincial Council.

The working capital requirment during five years are estimated as follows.

Year Total
Rupees

1
Rupees

2
Rupees

3
Rupees

4
Rupees

5

Rupees

Peoples Bank 66,000 180000 120000 120000 120000 120000

Cooperative Fund 490,000 98000 98000 98000 98000 98000

Agriculture ministiy 952,500 396500 139000 139000 139000 139000

TOTAL 2102500 674500 357000 357000 357000 357000



Summary

INVESTMENT OF THE PROJECT

Details Year 1 
Rupees

Year 2 
Rupees

Year 3 
Rupees

Year 4 
Rupees

Year 5 
Rupees

Total
Rupees

01 Demonstration Farm 326,500 69,000 69,000 69,000 69,000 602,500

02 Training programmes 120,000 120,000 120,000 120,000 120,000 600,000

03 Field programmes 98,000 98,000 98,000 98,000 98,000 490,000

04 Demonstrating programms 70,000 70,000 70,000 70,000 70,000 350,000

05 Printed materials 60,000 60,000

Total 649,500 332,000 332,000 332,000 332,000 1,977,500



Project Implementation Plan.

Sr.
No.

Activity. Duration
weeks.

1. Legal acknowledgment/approval/discussion with the 
funding agencies.

12

2. Preparation for demonstration farm:
■ Selected Labourers.
■ Land preparation.

04
10

3. Set up demonstration farm. 12

4. Preparation for Training Programmes. 12



BENEFITS

Agricultural Development and Financial Result

After five years small farmers will,

reap better harvest at a lower production cost

use enviromnent friendly, health - friendly agrochemicals and reduce 
ill effects to environment as well as themselves.

increase the family economy.

identity markets for their products.

improve family health and nutrition status.

use the demonstration farm as a model to initiate farms of such nature.

understand the important of soil conservation and contribute to control
the earth slips,
and;

Specially 80% of women will be involved in farming and hence input 
family economy.

Reduce family problems & rate of suicide at least 80%.
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RECOMMENDATION

The small farmers in this project area are facing a lot of problems. Due to 

these problems some of the farmers even commit suicide. The multipurpose 

Cooperative Societies in this project area are also facing many economic 

problems. So it is essential that some organisations should come to the aid of 

these farmers.

The National Cooperative Council of Sri Lanka has the necessary resources to 

help these poor farmers, but they have a very difficult task to find the fimds, 

for this project.

Once the problems of these poor farmers are identified by the funding 

agencies the National Cooperative Council can launch the project.
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TRAINING PROGRAMMES AND FIELD PROGRAMMES 
(Time Frame)

1̂ ' March, 1999 to 2004.

Details Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec. Jan. Feb.

01 Trainine pro grammes

Village leaders training 

Selected faiiuers group

X

X X X X

02 Field programmes

Farmer family members 

Dehiwini Palatha 

Uva Paranagama

X

X

X

X

xr

X

X

X

03 Demonstration Proerammes

Selected farmers group X X X X X
I.



Estimate for the demonstration farm

Annex I

Description Size and 
Quantity

Total
Rs.

Remarks

01 To construct a barbed wire 
fence arround the farm 1.5 acre 80,000

02 To construct a small 
building 10’x l5 ’ 50,000

This building is to 
use for lectures 
and discussion 
and to store seeds 
and chemicals.

03 Small irrigation system 25000 with a tank to 
stock water.

04 Small plant to prepair 
compost 10,000

05 Equipment and tools 85,000 Memoties, Rekes, 
Spray cans, 
Polythine to 
cover nursussiries 
Glass, boxes, 
botles, buckets.

06 Timber to prepare 
vegetable beds 7500

07 Labour charegs 2 Labours 69,000 include ETF & 
EPF 2500 per 
month for one 
person.

Total 32,6500



Expences for Training Programmes

Annex I I

Description Food Lodging
Allowence 
s Resource 

Person

Travelling
for

participants

Conference 
hall charges Stationaries

Other
expences Total

Village
leaders
programme

20 2500 - 2000 2000 1000 1000 1500 10000

Farm family 
members 
programme 
(l^^Prog.)

20 6000 5000 3000 2000 2000 2000 2000 22000

do
(2"' Prog.) 20 6000 5000 3000 2000 2000 2000 2000 22000

do
(3"* Prog.) 20 6000 5000 3000 2000 2000 2000 2000 22000

do
(4"’ Prog.) 20 6000 5000 3000 2000 2000 2000 2000 22000

do
(S'l'Prog.) 20 6000 5000 3000 2000 2000 2000 2000 22000

Total 32500 25000 17000 12000 11000 11000 11500 120000



Annex I I I
Expences for Field Programmes

This is sheduled for one year - every year it will be expaned same budget.

Description Quantity
Food & 

Refreshment
Allowences

Resom'ce
Person

Travelling 
for Field 

visits

Stationaries Other
expences Total

01 Farm family 
(1®‘ Programme) 40 4000 3000 1000 500 8500.00

02 do
(2"“ Prog.) 40 4000 3000 1000 500 8500.00

03 do
(3"* PrOR.) 40 4000 3000 _ 1000 500 8500.00

04 do
(4“' Prog.) 40 4000 3000 _ 1000 500 8500.00

05 do
(5“ Prog.) 40 4000 3000 _ 1000 500 8500.00

06 do
(6“‘Prog.) 40 4000 3000 . 1000 500 8500.00

07 do
(7"’Prog.) 40 4000 3000 1000 500 8500.00

08 do
(8'^Prog.) 40 4000 3000 . 1000 500 8500.00

Field visits for project cordinator 
Rs. 500 per one month 500 X 12 6000.00
Allowences for the Education 
Officers - two MPCSs 2000 X 12 1 24000.00

Total 32500 25000 17000 12000 11000 11500 120000



Demonstrating progrannne

Expenses for Training Programmes

Annex IV

Description Quantity Duration
Food & 
Lodging

Resource
Persons

Travelling
for

Participants
Stationaries

Other
expences Total

01 Selected
fanners

Group I
20 02 days 10,000 1000 2000 500 500 14,000.00

02 Group II 20 02 days 10,000 1000 2000 500 500 14,000.00

03 Group III 20 02 days 10,000 1000 2000 500 500 14,000.00

04 Group IV 20 02 days 10,000 1000 2000 500 500 14,000.00

05 Group V 20 02 days 10,000 1000 2000 500 500 14,000.00

Total 50,000 500 10000 2500 2500 70,000.00



Annex V

Expenses for Printed Material Production

Material Quantity
Allowances 
for writers Stationers Printing

01 Organic Farming 150 1,000 1,000 15,000

02 Cooperation & 
small group 
activities

150 1,000 1,000 7,500

03 Family health 150 1,000 1,000 7,500

04 Drug abuse and 
Prevention 150 1,000 1,000 7,500

05 Soil conservation 
and environment 
conservation

150 1,000 1,000 15,000

06 Nutrition 150 1,000 1,000 7,500

TOTAT, 900 6,000 6,000 60,000
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CHAPTER -  1

SUMMARY

Tlie small farmers Development Project is prepared for poor small fanners in 
Badulla District. The project will be iinplemented and mn by National 
Cooperative Council of Sri Lanka; Collaborate with two multipurpose 
Cooperative Societies in Badulla District.

The main objectives of tliis project are:

to inti'oduce small farmers about the modem agricultural metliods to 
increase productivit}',

to change their attitudes towards tlie modeni technolog}', that are 
environmentaly sustainable and

to motivate them to face the predicted famine which the whole world 
w'ill experience in the year 2005.

Tlie target group, small fanners has been selected from 20 villages wliich are 
located in two multipuipose Co-operati^'e Society areas in Badulla district.

Total investment for tlie projcct will be 2.1025 million rupees (35 thousand Us 
S) Donation will be expected from Peoples Bank, Agriculture Ministiy of Uva 
Province, and the Cooperative Fund.

Tliis project will be expected to begin in 1999 a nd completed by 2004. A 
demonstration fann will be conducted during the project period.
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2;1 Over all situation

Sri Lanka is a small.beautillil Island situated in tlie Indian Ocean. From North 
to South the Island is 425 k.m. long and West to East it is 225 k.m. Wide. The 
Island has tropical climate.

The Population of Sri Lanlca is 18.2 million. The economy of Sri Lanlca is 
botli Agricultural and ti'ade based.

The most important feature of the economy of our countjy is Agiiculture.

Main Agricultural products are paddy cereals Spices, Vegetables and Fruits. 
Tea, Rubber and Coconut products ai'e import and exports and Spices are also 
exported to overseas mai'kets. Agi'iculture as tlie Single largest productive 
sector in Sri Lanka economy accounts for 27% G. D. P. The decreasing of 
agricultural lands witli increase of population is a prominent feature in tlie 
agricultural sector. ' 44% of the land cultivated arc around four acres each. 
The per capita land size in 1949 was 1.35 He. It decreased to 0.95 in year 
1973. During this period it has become 0.47. This can be specially noticed in 
the paddy production sector.

The main food of Sri Lanka is rice and vegetables. Considering tlie above 
factors, agriculture should be further developed.

The majority of the farmers in Sri Lanka arc small farmers. There-fore the 
contribution of the small fanners to the National Economy is considerably 
liigh. 80% of our population lives in the rural area and their main livelihood is 
agriculture.

CHAl̂ TKR - 2

BACK GROUND
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In the Cooperative movement too the main source of living of the majority of 
the members is agriculture.

Out of tlie total membership in the Cooperative in Sri Lanka 84% are from 
agriculture Cooperative directly-or in directly related to the agricultural field.

The main types of cooperative are the multipurpose Cooperative Societies and 
Thrift and Credit Societies. As the activities of these two types of 
Cooperatives also include providing credit facilities, inputs marketing and 
purchasing for agricultural activities. Another imporUint cooperatives are milk 
producers and agricultural small cooperative societies.

The milk producers societies are situated at Village Level and district level. 
Tliere are 265 milk societies in Sri Lanka at present. Sri Lanka’s milk 
production has stagnated and as our population grow1;h is on the increase per 
capita consumption of milk has dropped precipitously.

Multipurpose Cooperative Societies & Sanasa Cooperative Societies were 
provided fann-credit and chemical fertilizers. They were also given incentives 
by way of commissions on fertilizer distribution and farm credit disbursement 
witli the objective of strengthening tlieir capital base and business operations. 
The economic situation oftlie M. P. C. S. has considerably weakened since the 
introduction of the open maikel economic system; with-drawal of fann 
subsidies and restricted purchase of agiicultural products from the local 
farmers. With tlie deregulation of fann chemicals, chemical fertilizer except 
urea, seeds, the business level of M. P. C. Ss in rural agricultural area have 
gone down considerably.

Multipui-pose Cooperative Societies in Agi'icultural area and agricultural 
Cooperative Societies (those are primary' societies) have sê êral limitations for 
examples, limited number of members, limited range of fann products, lack of 
farm machines, in experienced leaders and untrained employees and lack of 
infrasti-uctiire. Due to inadequate business operations above cooperatives have
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lost credibility in certain areas. They lack capital, equipment and market 

access. N ot only this factors but also credit supply has become expensive and 

deposit received from members are not productive due to no interest or very 

law interest given. Voluntaiy deposits in niral banks are negligible. Farm 

credit on concessional term  is not available to the famiers. Finding market for 

the membei'S product is becoming difficult. There are no value addition or 

agro processing activities undertaken by M P C S or any other agricultural 

societies. A'! a result much of fami products become um'emunerati\'e for the 

farmers. Looking at this situation it can be seen that small fanners in I'ural 

ai'eas o f Sri !-vanka face poverty, 'illiteracy and ill-health

The m ain olyectives o f the National Cooperative Couni.:il o f Sri Lanka are to 

promote anc develop the cooperafve movement and to serve as an exponent o f 

cooperative opinion to express views on behalf of the movement and represent 

it nationally and internationally.

As a national level organization National Cooperative Council o f Sri Lanka is 

intei"vening o develop agiicultuial Cooperative movement. NCC has 

identified the problems faced by the agiicultural Cooperatives as follows.

On tliii credit area inadequate working capital of the Cooperative 
Societies resulting in delays in releasing loans to members.

Lack o f loan supei-vision and weak loan repayments and competition 
from privately owned financial institutions.

Delayed receipt o f  fertilizer, Agi'o chemicals and Lack o f agiiculture 
equipment too are draw back.

Lack o f adequate and suitable transport facilities poses problems to tlie 
efficient m arketing operations.

Short comings in planning and plan implementation.

Lack o f  cordination and inefficient and incompetent management,

Lack o f suitable market outlets.

Lack o f proper cordination Mid planning has hindered Uie development 
o f this sector.
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Limited aptitude of tlie rural people to take advantage of science and 
technology.

Comparatively low agricultural productivity by many farmers.

Comparatively low rate capital infonnation due to low savings aiid low 
investments.

Population explosion a very liigli gro^ t̂h rate due to higli biilli rate and 
declining death rate due to various health measures under taken.

2.2 A rea of the P roject

Sri Lanka is divided in to 8 provinces. Badulla district which is 200 Ian., 
away from Colombo, is in Uva province.

The population is 750 thousand in Badulla district. Tlie male population is
412.5 tliousand, and the female population is 337.5 thousand.

The temperature ranges between 20 to 40 centrigrades. The climate is cooler 
and equiable temperature. There are precious, natural resources for 
agricultural sector in Badulla district for example water falls, mountains, 
organic resources, soil, Jungles, climate, etc.

The selected project area is Dehiwinipalatha (Atampitiya) and Uva 
Paranagama, (Ambagaadowa) multipurpose Coopeiative society areas. I'he 
climate of this area vei^ advantageous for agriculture.

The most important feature of tlie economy of this area is agriculture. Main 
agricultural products are Tea, Paddy, Vegetables, and Spices. Most of the 
Land cultivated are less than 2 acres. The percapita land size in liiis ai'ea is
0.35. So the majority of the fanners are small farmers. There fore 
contribution of these small farmers to the national economy is considerably 
higli.
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Number o f  Cooperative Societies in Badnlla District

Society Niuiiber of 
Societies

Nimiijei- of 
Members (thousands)

Multipuipose 12 138.2

Thrift and Credit 227 28.3

Agricultural 38 3.1

Small industries 2 1.8

Current situation of selected area

Area Nmnber Drg

Land

Muddy

Land

Population Members

Male Female

Ambagasdowa 6877 1914 814 15129 12378 9452

Dehiwinipalatha 4087 5112 1291 
1.. ............

13153 1 12876 8483

Ten villages has been selected in each cooperative societies as follows.

Society Selected Area

2 ”' year 3̂ " ycai- 4‘"year 5"' year

Dehiwini

palatha

Abhayapura

Warakadanda

Dehiwinna
Kurakudegama

Mali tilt ha 

Katiigama

Neluwa

Perahettiya

Uva Mahawela 

Gaweia

Uva

Paianagama

Perawella

Galahagama

Ladduma 

Uma - Ela

Ambagasdowa

Kadadoragama

Kumarapattiya

Kai-agaha

Ulpalha

Madavvela

Dangamuwa
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Althougli many natural resources are available in this area fanners have not 

being able to utilise them to the maximum. Further although traditional 

agricultural families are found they also no development. The main economy 

of the families within the above Cooperative area is agriculture, they also
I

resort to rearing milk cows as Cattle farming. Tlie income per each family in 

around Rs. 2000 - 2500.

Other facilities in this area

Dehiwinipalatha U va Paranagam a

Schools 11 15

Temples 18 20

Hospitals 02 02

O ther organisations

Environm ent project - 01

Famaers organizations 30 18

Retail shops 22 24

M ilk Collection Centres - 03

Rural Banks

Cultivated Area

P roject Area Paddy

Hec.

Vegetables

Hec.

Milk

Fanners

Total Land 

Hec.

Un c u l t iv a t^  

Land

U va Paranagam a 998 2278 1172 3896 620 ^

Diliiwinipalatlia 658 5112 360 6403 633
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2.3 Problem s faced by farmers and Cooperatives o f the Area

The problems faced by farmers and cooperatives in this project area ai'e as 
follows;

Limited capacity of the farmers of take more yeilds by using new 
teclinology.

Lack of knowledge, skills of farming methods.

Lack of adequate and suitable transport facilities poses problems to the 
efiicient marketing operation.

Misuse of Chemicals, fertilizer and pesticides.

Vulnerable ■ situation from intermediaries to farmers. Most of small 
farmers depend on private money lenders.

Poor knowledge of better health conditions and sanitaiy systems

Poor knowledge of home budgeting

Lack of women participation in the agricultural sector.

Inadequate working capital of tlie cooperative societies to give loans to 
farmers to release loans in time.

Lack of loan supei'vision and weak loan repayments.

Delayed receipt of fertilizer, agro chemicals and lack of agricultural 
equipment at'e draw back.

Lack of suitable market out lets.

Increase, of suicide rates among law income groups.
Agriculture lands are getting destroyed due to careless farming

Lack of border perspective to problems and all elTects of superstitions.

0 8



Looking at the current situation of small fanners in selected areas and to solve 

above problems it is essential to launch a wide programme as follows.

to develop leadership qualities and organizational capacity of 

agricultural cooperative societies which is very essential for developing 

social and economic awareness.

to understand ill effects of supei-stitions, prejudices and to de^̂ eIope a 

border perspective to problems.

to encourage and motivate farmers which enliance mutual cooperation 

and understanding between individuals and within community and their 

help in reduction of tension and conflict.

to develop knowledge and skills for productivity

to encourage women for income generation, activities and better 

fanning methods.

to encourage youth fanners to take advantage o f organic fanning and 

for using new technology.

to develop sense of responsibility and accountability which help in 

developing self reliance.

2.4 Project rationale and Design Considerations:

0 9



PROJECT

3.1 Objectives

The objectives oftlie project are as follows.

To introduce small fanners to modem agricultural methods to increase 
productivity.-

To change the attitudes of small farmers to use modern teclitiology that 
are environmentally sustainable.

To motivate small fanners to improve agricultural activities in order to 
face the predicted famine which tlie whole world will experience in the 
year 2005.

A secondaiy objective will be to improve the health, living conditions 
and economy of the small farmers of tlie project areas and to encourage 
women to seek in Hie agiicultural sector.

CHAP1TK - 3

3.2 Component of the project.

To accomplish the above objectives, the following activities will be 
implemented.

To provide knowledge and teclmical know - how on modern I'ann 
methods, systematic handling of chemicals and fertilizers, setting up a 
bio-gas plant and promote organic farming.

Inculcation of cooperative action and small group activities.

Education on income generating activities, nutrition, family economics, 
health and hygiene for women.

Reduce the lost of production of agricultural products.
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3.3 Methodology

1. To ^ ^ c tj iv e  farmer families from two villages within tlie areas of 
operation of the two selected multipurpose cooperative societies and 
setup model agricultural small farms.

2. To organize a systematic ti'aining programine for the small fanners with 
the assistance of tlie Department of Agriculture and the on-going 
National Cooperative Council of Sri Lanka environment project.

3. To organize well planned self employment and social de^^elopment 
programs for women members of tlie farmer families.

3.4 Action Plan

Keeping in view the specific requirement of an area, project has devised 
various programmes for the benefit of the farmers.

These programmes are divided in to two categories

1. Demonstration

2. Education programmes

3.4.1 Demonstration

Conducting farm demonstration is the most effective method of 
convincing the fanners on the adoption of agricultural teclinology to 
improve crop-yield, fertilizer use efficiency, and set up bio-gas plant. 
Tliis demonstration farm will be prepared in a acre land owned to 
kaliagolla Cooperative Development Center.

1 1



Education programmes are under two catergories.

1. Field Level

2. Class Room Level

Under the field level programme the following areas will be covered, 
only for selected famiers group from 10 villages.

1. Importance of organic farming

2. Systemetic handling of chemicals and fcrtili/ers,

3. Soil conservation

4. Environment conservation

5. Cooperation and small groups activities

6. Income generation projcct planning

7. Consumer protection and agi'icultural production

8. Family health and drug abuse

9. Nutrition

10. Home budgetting

11. Organic fertilizer

A part from that -five famiers selected by '‘CTi-ama Niladhari” and ‘1he 

representative of miiltipuipose Cooperative Socicty” in each village, will be 

trained in kahagolla cooperative development ccntrc undci the same tropic by 

using printed materials and demonstration farm.

3.4.2 Education programmes



TRAINING PROGRAMMES

These training programmes are sheduled for one year

To whom Quantity where Duration About that Method By whom
01 Village leaders from 

selected villages for 
1st vear

20
Kahagolla 
Cooperative 
Development centre

One
day

Identify the project
Lectures and 

discussion
N. C. C.

02 Selected farmers 
group from 4 
villages for 1st year

20 do
two
days

1. Importancy of organic 
fanning

2. Cooperation & small group 
activities

3. Enviroranent conservation

do
N. C. C. 

Agriculture 
Department

03 Same group 20 do
two
days

1. S3'stemetic handling of • 
chemicals and fertilizers

2. Soil conservation
3. Family health

do

N. C. C. 
Agriculture 
department 

Health 
department

04 Same group 20 do - two
days

1. Income generation proj ect 
planning

2. Drug abuse
3. Organic Fertilizer

do
Video

N. C. C. 
Agriculture 
department

05 Same group 20 do
two
days

1. Horae budgetting
2. Nutrition
3. Consumer protection and 

agricultural production

do N. C. C. 
Agriculture 
and Health 
department
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FIELD PROGRAMMES

To whom Quantity where Duration About tliat Method By whom
01 Farmer Family Dehiwini palatha 1. Soil .conservation Lectures i N. C. C.

members selected 2 ' 40 M FCS area One 2. Organic farming and Agriculture
villages (20 from day 3. Consumer protection & discussion ; department
each villages) agriculture production

Uva Paranagama One
02 do 40 M PCS area days do do do

1. Cooperation & small groups N. C. C.
03 do 40 Dehiwini palatha one activities do Health

IvIPCS area days 2. Family health department
3. Income generation activities

Uva Paranagama
04 do 40 MPCS area do do do do
05 do 40 Dehiwini palatha 1. Systemetic Handling of N. C. C.

MPCS area one chemicals and fertilizer do Agricultiire
days 2. Environment conservation department

Uva Paranagama
06 do 40 MPCS area do do do do

07 do 40 Dehiwini palatha one 1. Home budgetting do N. C. C,
M PCS area days 2. Drug abuse ' Health

3. Nutrition department
Uva Paranagama

08 do 40 1\4PCS area do do do do
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A member of Board of Directors of National Cooperative. Council of 
Sri Lanka.

The principal of Kaliagolla Cooperative Development Center.

Two representatives from miiltipuipose Cooperative Societies of 
selected areas.

Two members from Govijanaseva Department of selected project area.

One member of Environment project ofNational Cooperative Council

The advisory committee expects to meet once in tlii'ee months and discuss for 
the process of monitoring activities.

3.5 Advisory committee

The advisory committee of this project is endowing with following persons.

3.6 Emplojiiieiit of Manpower

1. Regular Employees

The pricipal of National Cooperative Council will be assisted by two 
education officers in the implementation and monitoring of project. 
The two education officers will be paid an allowence as incentive.

2, Contractual employees

Tv^o labourers will be employeed on a five year contractual basis to 
work in the demonstration fann.



BUDGET

4.1 Investm ent o f the Projecr

The total project cost is estimated at 2.105 million rupees.

CHAP'FIilR -  4

Classification A m ount
Rupees

Rem arks

01 D em onstration fam i 602500 See Annex I

02 Training PrograiTuncs 600000 See Annex II
(Rs. 120000 X  5 years)

03 Field programmes 490000
1

See Annex HI 
(Rs. 74000 X  5 years)

' 0 4 Dcmonsti'atiiig progiam m s 350000 See Aimex W  
(Rs. 70000 X  5 }'ears)

05 Printed materials 60000 See Annex V

T O T A L 2102500

4.2 W orking Capital Rcquirmcnts

The total working capital will be required from Peoples Bank, Cooperative 
Fund and /Vgi'iculture minisli-}/ of Uva Provincial Council.

The working capital requimient during five years are estimated as follows.

Y ear Total

Rupees

1

Rupees

2

Rupees

3

Rupees

4

Rupees

5

Rupees

Peoples Banlc 66,000 180000 120000 120000 120000 120000

Cooperative Fund 490000 98000 98000 98000 98000 98000

Agriculture ministry' 952500 396500 139000 139000 139000 139000

T O T A L 2102500 674500 357000 357000 357000 357000
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Summary

IIWESTMENT OF THE PROJECT

Details Year 1 
Rupees

Year 2 
Rupees

Year 3 
Rupees

Year 4 
Ru[)ees

Year 5 
Rupees

Total
Rupees

01 Demonstration Fann 326500 69000 69000 69000 69000
1

602500

02 Training programmes 120000 120000 120000 120000 120000 600000

03 Field progi'ammes 98000 98000 98000 98000 98000 490000

04 Demonstrating programms 45000 45000 45000 45000 45000 225000

05 Printed materials 60000 60000

Total 649500 332000 332000 332000 332000 1977500
j
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BENEFITS

A gi icultural Development and Financial Result 

After five years small farmers will,

reap better haivesl at a lower production cost

use environment friendly, health - friendly agi'ocheniicals and reduce ill 
effects to environment as well as themselves.

increase the family economy.

identify markets for their products.

improve family health and nutrition status.

use the demonstration farm as a model to initiate fanns of such nature.

understand the impoilant of soil consen^ation and contribute to
controlle the earth slips.
and;

Specially ^ '̂omen will be involved in fanning and hence input family 
economy.

Reduce family problems & rate of suicide.

CH APrai -  5
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RECOIMMENDATION

The small fanners in tliis project area are facing a lot of problems. Due to 

these problems some of the farmers even commit sucidc. The multipurpose 

Cooperative Societies in this project area are also facing many economic 

problems. So it is essential that some organisations should come to the aid of 

these fanners.

The National Cooperative Council of Sri Lanka has tlie necessaiy resouices to 

help these poor fanners, but tliey have a veiy difficult task to find the funds, 

for this project.

Oncc the problems of these poor fmners are identified by the funding agencies 

the National Cooperative Council can launch tlie project.

CHAPTER -  e
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TRAINING PROGRAMMES AND FIELD PROGRAMMES
(Time Frame)

Details Jan. Feb Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec.

01 Training programmes

Village leaders training 

Selected farmers group
X .

X X X X X

02 Field programmes

Famier family members 

Dehiwini Palatha 

Uva Paranagama

X

X

X X

A

X

X

03 Demonstration Programimes 

Selected fanners gi'oup y X X X X



Annex I

Estimate for the demonstration farm

Description Size and 
Quantity

Total
Rs.

Remarks

01 To construct a barbed wire 
fence arround the fann 1.5 acre 80,000

02 To consti'uct a small 
building 10’x l5 ’ 50,000

This builciing is to 
use for lectures 
and discussion 
and to store seeds 
and chemicals.

03- Small irrigation system 25000 with a tanlc to 
stock water.

04 Small plant to prepair 
compost 10,000

05 Equipment and tools 85,000 Memolies, Rekcs, 
Spray cans, 
Poljlhine to cover 
nmsussiiies 
Glass, boxes, 
botles, buckel-s.

06 Timber to prepare 
vegetable beds 7500

07 Labour charegs
1

2 Labours

i

69,000

i

include ETF & 
EPF 2500 per 
month for one 
person.

Total 32,6500



Expeiices for 1 i-aiiiing Progi anmies

Annex I I

Description Food Lodging
Alio we aces 
Resoiu'ce 
.Person

Travelling j 
for

paiticipants

Conference 
hall chai'ges Siationaries

Other
expences Toial

Village
leaders
programme

20 2500 - - 2000 2000 1000 1000 1500 10000
1

Fann family 
members 
progrtimme 
Cr^Prog.)

20 6000 5000 3000 2000 2000 2000 2000 22000

do
(2"̂  Prog.) 20 6000 5000 3000 2000 2000 2000 2000 22000

do
(3'“ Prog.) 20 6000 5000 3000 2000 2000 2000 2000 22000

do
(4'*’ Prog.) 20 6000 5000 3000 2000 2000 2000 2000 22000

do
(5“-Prog.) 20 6000 5000 3000 2000 2000

i
2000 2000 22000

Total 32500 25000 17000 12000 11000 11000 11500 I 120000



Annex I I I
Expences for Field Programmes 

This is slieduled for one yeai' - eveiy year it will be expaned same budget.

Description Quantity
Food & 

Refresliment
iVllowences
Resource
Person

Travelling 
for Field 
■ visits

Stationaries Other
expences Total

01 Farm family 
(r'^ ProCTamme) 40 4000 3000 1000 500 8500.00

02 do
(2”“ Prog.) 40 4000 3000

t)1
1000 500 8500.00

03 do
(3'“ Prog.) 40 4000 3000

1
1000 500 8500.00

04 do
(4"' Prog.) 40 4000 3000 1000 500 8500.00

05 ■ do 
(5“" Prog.) 40 4000 3000 _ 1000 500 8500,00

06 do
(6'*'Prog.) 40 4000 3000 _ 1000 500 8500.00

07 do
(7“ Prog.) 40 4000 3000 1000 500 8500.00

08 do
J 8 ‘'Prog.) 40 4000 3000 _

1

1000 500 8500.00
Field visits for project cordinator 
Rs. 500 per one month 500 X 12 6000.00
AUowences for the Education 
Officers - two MPCSs 2000 X 12 24000.00

Total 32500 25000 17000 12000 llOOO 11500 120000



Expences for Training Progi airanes

Demonstrating programme

Annex IV

Description Quantity Duration
Food & 
Lodging 1

i Resource 
Persons

11

Travelling
for

Participants
Stationaries

j Other 
expences

1
Total

1
01 Selecled

tanners
Group 1

20 02 days 10,000

!
i

1000 2000
1

500 500 14,000.00

02 Group II 20 1 02 days
1.... ....... ..

10,000 1000
1

2000
1

500 500 14,000.00

03 Group III 20 02 days
i

10,000 i 1000!1 ;
1 1

2000 500 500 14,000.00

04 Group IV 20 I 02 days
i

10,000 1000 2000 500 500 14,000.00

05 Group V 20 02 days 10,000 ■ 1000
1

_̂_____________
2000 500 500 14,000.00

Total : 50,000 5001 i 10000
!i . !

2500 2500
i

70,000.00



Annex V

Expences for Printed Material Production

Material Quantity
Allowen 
ces for
Avritcrs

Station
aries

!............
Printing

01 Organic Farming 150 1,000 1,000 15,000

02 Cooperation & small group 
activities 150 1,000 1,000 7,500

03 Family healtli 150
1

1,000 1,000 7,500

o T " Dmg abuse and Prevention i " 
i

1 150
1

1,000 1,000 7,500

05 Soil conser>^ation and 
environmem conser\'ation

i

150
1

1.000 1.000
i

15,000

06 Nutrion 1 150
1

1,000
1

1.000 ■ 7,500

TOTAL 900
1

6,000 6,000
1

60,(f00
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INTRODUCTION

D evelopm en t o f the cooperatives and sm all &  m ed ium  sized  en te rp rises  (SM Es) is 
one o f  the  co n cern ed  issues in the developm ent stra tegy  o f  any  eco n o m y , especially  of 
tra n s fo rm in g  one . P reviously , in V ietnam , the C ooperatives SM e had n o t been  taken into 
the G o v e rn m e n t’s concern  o f  developm ent. T he w hole econom y had  concen tra ted  only 
in to  the fo rm atio n  and  developm en t of the large en terp rises w ith  the im portan t industries 
such  as : e lec tric ity , m in ing , eng ineering  ... S ince that period  w hen the co u n try  started  its 
ren o v a tio n  up to now , specia lly  after having various law s on the co m p an ies , the sm all 
and m ed iu m  en terp rises have been  really  recogn ized  and  taken  in to  the G overn inen t’s 
c o n s id e ra tio n  o f  d e v e lo p m e n t.

C oopera tives  and SM Es in V ietnam  w ere F o u n d ed  b y  various resources witli 
d iffe re n t cap ita l and technical levels, at p resent, there are abou t 24 ,0 0 0  Sm all & M edium  
E n te rp rise s  and  24 ,000  C ooperative o f  all types( o f  w h ich  17 ,000  A gricultural 
C o o p era tiv es). A lthough  SM Es do not occupy a very h igh  ra te  in the G D P, but they play 
a very  im p o rtan t position  in the jo b  creation  and con tribu te  p rac tica lly  to the hunger 
e lim in a tio n  and poverty allev iation  p rogram  as w ell as to increase  incom e for the 
w o rk in g  peop le . F o r the export activity , they have m ade e ffo rt in ex p an d in g  the m arket, 
h o w e v e r th e ir  po ten tia l w as no t fully exp lored  due to som e d ifficu ltie s  such  as ; poor 
m an a g e m e n t, o ld  and back-w ard  technology, low  quality  and high p rice  p roducts, lim ited 
re so u rc es , lack  o f  up-date info rm ation  on the m arket, w eak  com petitive  capab ility  and so 
on. R e c o g n iz in g  these d ifficu lties  and know ing  that overcom e them  is ex trem ely  heavy 
task  ex c ee d in g  their capab ility , the C ooperatives and  SlVlEs find  the need  o f having a 
se p ara te  o rgan ization  to support their export activity . T herefo re , th e 'fo u n d a tio n  o f  an 
“ E x p o rt p ro m o tio n  house”  is necessary .

T h e  pu rpose  o f this p ro jec t is to b u ild -up  an “E x p o rt p ro m o tio n  h o u se ’ with good 
e n o u g h  cap ab ility  to help  the C ooperatives and SM Es in  the ir expo rt activ ity .

T he  p ro jec t is consis ted  o f 8 m ain  parts. T he  parts I and II study  the real 
d e v e lo p m en t s itua tion  o f  SM Es in the econom ic  sec to r in genera l and  the  export activity 
in p a rticu la r. T he streng ths and w eakness o f the C oopera tives and  N on-sta te  Small & 
M ed iu m  en te rp rises  reflec t the need  o f  having  an “expo rt p rom o tion  h o u se ” . Tlie part III 
c o n c e rn s  the functions, responsib ilities and m ethods o f  w o rk in g  o f  the “E xpoit 
p ro m o tio n  h o u se” . T he part IV  presents the construction  loca tion , arch itec tu re  and 
b u d g e t fo r the bu ild ing  up an “E xport p rom otion  h o u se” . T he P erso n n e l structure, 
m an a g e m e n t and form  o f  paym ent (sa lary ) are m en tioned  in the part V. T he last 3 parts 
c o n ta in  analyzes o f the p ro jec t’s effectiveness and  re la ted  suggestions.

A t p resent, in V ie tnam , m any theory  and p rac tice  i s s u ^  o f  C ooperatives and 
SM E s still liav en 't been solved ye t.(F o r exam ple : th e ir concep tion , c rite ria  identity, 
c la ss if ica tio n  e tc ...). T hese issues strong ly  influence to the g a thering  and  co llection  data 
fo r an a ly z in g . T herefore, we do not have enough  detail figu res on the C ooperatives and 
S M E s ac tiv ities  in the w hole  country  econom y.

B ecause o f the tim e lim itation, the p ro ject is not com ple ted  p roperly . It need to be 
im p ro v ed  du ring  the process o f preparation .. A n w orkshop  on the co m m e n t gathe iing  for 
the p ro je c t is necessary  and benefit fo r the es tab lishm en t o f “ E xport p rom otion  house” 
fo r the  C ooperatives and SM Es in V ietnam .
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P a rti 

Evaluation on the real situation of business operation 
in general and export activity in particular of the 
Cooperatives and Non-State Small and Medium  

Enterprises.

In order to define the right objects o f '^^xport Promotion 
House 7 the most necessaiy thing is how to define the small and 
medium sized Enterprises in Vietnamese Economy and it 
operational characteristics. On the basis o f understanding real 
situation o f Enterprises, "‘Export Promotion House ''will be able 
to operate in uniformly and effectively (1)

I.Concept of Vietnam Small and Medium Enterprises. I'heir foundation and 
role in Vietnam Economy.

a! Concept:

T h e re  a re  various defin itions on the  Sm all and  M ed iu m  E n terp rises (SM E s) w hich  
have b e e n  d o n e  b ased  on the characteristic  c rite ria  such  as : d y n am ism , p ro d u ctio n  
c rea tiv e  c a p ab ility  o r m arke t share. T he o th e r qu an tita tiv e  c rite ria  such  as : tu rnover, 
lab o re rs , e x p o rts  ... a re  also  b e ing  used to d e fin ite  the  SM E s.

In the V ie tn am  L aw , the regu la tions fo r the  State an d  P riva te  E n te rp rises  as w ell 
as L im ite d  and  S hareho ld ing  Com panies a n d  coopera tives a re  s tip u la ted  c learly . T h e  L aw  
a lso  s tip u la te  th e  m in im um  legal capital (o r  even  low er ca p ita l ra th e r  the lega l one) fo r 
e ach  ty p e  o f  co m p an ies  in  each  sector. H ow ever, there  is no  any exact d e fin itio n  or 
sy s te m  o f  c r ite r ia  to c lass ify  the SM Es. In  f a c t , the  SM Es are  ex is tin g  in  b o th  S tate  and  
N o n -S ta te  e co n o m ic  sec to rs , b u t m ost o f  them  are  in  the N o n -s ta te  one.

F o r  the m ark e t econom y, the SM E s are  quite  popu lar. B ut fo r so m e  o th er 
e c o n o m ies , esp ec ia lly  fo r the transform ing  one, the S tate E n te rp rises  are  still p lay in g  
d o m in a n t ro le  an d  k ey  position  . In V ie tnam , the N on-S ta te  E n te rp rise  se c to r  has ju s t  
d e v e lo p ed  on ly  recen tly .

A t p resen t, the  concep t o f the P riva te  o r N on-S ta te  sec to rs  to b e  u sed  in the 
v a rio u s  re se a rc h in g  docum en ts in V ie tnam  includes the  g en u e  private en te rp rises , 
co o p e ra tiv e s  an d  en te rp rises  in w hich the S tate o r S tate E n te rp rise s  con trib u te  50%  o r less 
th an  50 %  o f  to ta l cap ita l. H ow ever, acco rd ing  to the s ta tis tic  on the su rp lu s va lue  and 
G D P, the  jo in t-v e n tu re s  se tting  up by the S tate E n te rp rises  and foreign C om pan ies  (w ith  
an y  o w n ersh ip  ra tes)(l)  are  considered as the S tate E n te rp rise  secto r. Som e s tu d y in g  
w o rk s  d o n e  b y  the In ternational econom ic o rgan iza tions on the V ie tnam  SM E s w ere  
n o rm a lly  b ased  on the analyses which jo in tly  m ad e  by  the  C ham ber o f  C o m m erce  and 
In d u str ie s  and  S tate P lann ing  C om m ittee ( M in is try  o f P lan n in g  and  Investm en t) in w hich  
the  e x is tin g  d e fin itio n  o f  the SM Es in the S ocialist R epub lic  o f  .V ie tnam  is used . H ere ,



than VND 100 Mill. Capital. The small enterprises are those which have 5-50 employees 
with VND 100-300 Mill Capital. The Medium enterprises are those which have 50-300 
employees with VND 300 Mill capital. According to these definition, some Vietnam 
Medium Enterprises are considered as the Large Enterprises in other countries. In some 
studies on SME of Vietnam recently, two criteria on number of labours and capitals are 
being used. These criteria on number of labours and production capitals are being used. 
These criteria are widely used because all enterprises have two creteria and able to 
define them in all levels (economy, branch or each enterprise). Definition of SME has 
been used as follows : “SME is a production - business unit which has a legal status with 
the purpose of mutual profits and having size of enterprise (mentioned in different 
criteria). In the limitation of certain periods”.

Criteria used to defined SME mentioned in table 1 :

Sector Industry Trading, Services

Criteria
SMEs in which 

small 
enterprises

SMEs in which 
small enterprises

Production
capital
(VND)

under 5 bil under 1 bil under 2 bil under 1 bil

Full-time
workers

under 300 under 50 under 200 under 30

Note 1: Source from report No 14645 VN Vietnam Economic report on the 
Industrialization and Industrial Policy, dated Oct.17,1995 by the National General 
Section, Department Region 1, South-east Asia and Pacific. World Bank. Hereafter called 
the World Bank’s Report.

2. The very small enterprises are considered those having less than 5 employees 
with capital of less than VND 100-300 Mill. The small enterprises are those having 5-50 
employees with capital of VND 100 - 300 Mill. The medium enterprises are those having 
50 - 30 employees and VND 300 - Ibill. capital.



Table2 : Number of the State Small and Medium Enteprises,1995.

Classifying 
according to capital.

Number . 
of enterprises
Quantity Ratio

Average 
I enterprise
Capital . 
Bill.VND

Ratio

A verage  1 laborer 
( I  b ill.V N D )
Capital Turnover Profit

Total 6,544 100 6.9 278 24.7 59.7 1.8
Less than 1 bill VND 3,266 49.9 0.4 96 4.3 23.0 0.4
1-5 Bill. 2,281 34.9 2.3 239 9.6 40.5 0.8
Industry 2,271 100 9.6 327 29.4' 39.0 1.5
Less than 1 bill.VND 1,055 46.4 0.4 101 4.3 14.6 0.4
1-5 Bill 845 37.2 2.3 247 9.3 23.2 0.7
Commerce 1,774 100 5.3 149 35.5 236.7 3.9
Less than 1 Bill.VND 844 47.6 0.4 59 6.3 75.8 0.5
1-5 Bill.VND 582 32.8 2.4 150 16.9 148.8 1.3

Source : National Politic Institute and Friedrich Ebert Institute (Federal Republic of 
Gennany). Project Science Year Book on the policy for promotion o, SMEs in Vietnam : 
Research’s result of stage I (August December 1996), Hanoi Dec. 1996

According to the above table, in 1995, size of Enterprises is as follows:

State Enterprises : In average one enterprise has 278 employees (327 people in 
the Industry.and 149 people in the commerce sector) with average VND 6,9 Bill. Capital 
( VND 9,6 Bill in the Industry and VND 5,3 Bill, in the commerce sector). The statistic 
shows that more than 84,4 % of the State Enterprises have small and medium size of 
which the small enterprises occupy 49,9%. In the industry sector, 83,6 % of 2,271 
enterprises are SMEs, of which small enterprises occupy only 46,4%. In the commerce 
sector, 80,4% of enterprises are SMEs, the small ones occupy 47,6 %.

Non state economic sector: the similar indicators non state economic sector is 
much lower than the above mentioned. As in the facts, enterprises have been newly 
developed since the reform processs of Vietnam. Due to newly development, small 
capital, lack of business and management experiences. So out of the non state enterprises, 
there are also small amount of large sized enterprises but very few.

Table 3 ; Number of laborers, capital, average income per an enterprise in the Non- 
State sector.

Total Limited
companies

Shareholding
companies

Private
enterprises

Cooperatives

No.of 
laborers

31.3 33.0 56.2 10.6 102



Real capital 1,165.5 1,498.1 32,176.8 211.1 757.2
Turnover 3,122.4 5,150.4 20,003.1 1,736.5 957.4
Contribution 
to National 
budget

91.5 183.9 853.1 21.2 20.2

Source : National Politic Institute and Frederick Ebert Institnte(Federal Republic of 
Germany). Project Science Year Book on the policy fpr promotion of SlVLEs in Vietnam: 
Research’s result of stage 1 (August-December 1996), Hanoi Dec. 1996.

b! Establishment and development process o f SMEs.

The SMEs in Vietnam have been founded and developed by various resources ;
+ The Department of small and handicraft industry which had been v̂ âs 

established and developed for a long time under the Central Planned Economy.
+ The State enterprises which were set up in old mechanism at both Central and 

local levels.
+ The new enterprises which were set up during the renovation period as a result 

of State Enterprise’s reorganization, under the laws issued in 1990.

During period from 1960 to 1986, SMEs mainly were State Enterprises, small 
handicraft cooperatives and individual economic households, among them only State 
enterprises and cooperatives were encouraged to develop.

From early of 1986 up to now, with the new policy of economic renovation, all 
economic sectors have been accepted and exist on the long term base. A range of 
documents on the economic sectors have been issued, especially laws on the private 
enterprises, companies, domestic investment encouragement . This creates legal 
installation for the production and business development of enterprises . SMEs are 
really in the concern of development.

/

During the past years, although the number of State enterprises and cooperatives 
has been drooped sharply, but if we take a look at the whole economy, we can see that 
number of SMEs has been increased rapidly, especially companies and private 
enterprises.(See table 4).

»

Table 4 : Number of enterprise types in the industry.

Types 1986 1988 1990 1991 1992 1993 1994 1995
State
enterprises

3,141 3,111 2,762 2,599 2,268 2,030 2,002 2,000

Cooperatives 13,068 8,829 5,723 5,287 1,648 1,199
Companies,
private
enterprises

567 318 770 959 1,114 3,322 4,904 6,311

-Source : National Politic Institute and Frederick Ebert Institute(Federal Republic of 
Germany). Project Science Year Book on the policy for promotion of SiVlEs in Vietnam: 
Research’s result of stage 1 (August-December 1996), Hanoi Dec. 1996.



SMEs operate in all aspects of economy. This is reflected in the number of 
enterprises in each aspect and their contribution to GDP of Vietnam.

d  Operational aspects ofSMEs :

Table 5: Number of enterprises in the whole economy, accounted up to July
1,1995.

Type of
enterprises

Whole National 
economy

Dividing into industries

Industry,
construction

Commerce,
hotels

Other

% % %
Total
enterprises

100 11,229 100
23,411

10,227 100 1,905

State enterprises 25 .5 3,291 29.0
5,962

1,84^ 18.1 822

Collective
enterprises

7.7 1,199 10.7 282
1,810

2.8 329

Private
enterprises

46.2 4,568 40.7
10,818

5,918 5 7 .9 332

Shareholduig
companies 138

0.6 51 0.5 30 0.3 57

Limited
companies

17.2 1,692 15.1
4,015

2,036 19.9 260

Enterprises with
foreign
investment

2.9 428 3.8
668

135 1.3 105

Individual
economy

1,882,798 707,053 940,994 234,751

Source ; Statistic year book 1995, Statistic publication, H, 1996, P. 196-389.

State owned enterprises only accounted for 25% in the total of enterprises 
ingenerall and the rest are collective enterprises and non state enterprises (table 5). 
However, according to the Report and Lesson with drawing from “bright cooperatives” 
meeting of VCU in the reform process, up to 1/10/1997, there are 17,432 cooperatives in 
nationwide. There fore, number of collective enterprises is not small, most of these 
cooperatives have met constraints in business operations, especiallly in Import-Export 
activities that required the support of VCU.

The fact shows that, in term of quantity, the State Enterprises are concentrated in 
the heavy industry, while private economic sector(mainly SMEs) are concentrated in the 
production and light industries which require a lot of laborers such as : food processing, 
garment production ect ... The Srhall factories having 10-15 workers are more 
concentrated in the industries (wood processing, textile, food processing, transportation 
and other services. Many newly registered companies also operate in this aspects.



- In  the  L aw  on the private en terprises and  re la ted  docum en ts , the State 
e n c o u ra g e s  the  p riv a te  en terp rises to do business in som e industries  such  as : food & 
fo o d -s tu ff  p ro d u c tio n ; E xp lo ring  and  P rocessing  the ag ricu ltu ra l, fo restry  and m arine 
p ro d u c ts  fo r  d o m e s tic  consum ption  and exporting ; P roducing  p roducts  fo r rep lacing  the 
im p o rted  ite m s ... T h e  State also has taken som e m easu res to en co u rag e  en terprises by 
p ro v id in g  them  p rio ritie s  in land  using  (fo r construc tion ), p roduction  expanding , loan 
b o rro w in g , tax  red u c in g , in  com fom ity  w ith  the  recen t law s and  tax  regu lations. In 
ad d itio n  the  S ta te  c rea tes  favorab le  conditions fo r en te rp rises in im porting , exporting 
an d  in  se ttin g  up jo in t-v e n tu re  o r coopera ting  w ith  fo re ign  com pan ies. <

- A il d o m e s tic  and  fo reign  investors u nders tand  tha t the SIVIE secto r has som e 
ad v a n tag es  su c h  as : low  investm en t and  m ore  labo ring  use. In th is w ay, they can 
o v e rc o m e  the  fin a n c ia l d ifficu lty  and  at the sam e  tim e ex p lo re  ch eap  lab o r fo rce  i;i 
V ie tn am .

- M o re o v e r, business  aspects w hich  coopera tives and  SM Es d ea ling  w ith, are 
u su a lly  h ig h  c o n su m e d  p roducts in the dom estic  m arket. T hey  can  also be used fo r 
e x p o rtin g  a n d  rep la c in g  the im ported  item s and  are  in  a favor o f  tax  reduction .

A c c o rd in g  to the sta tistic  provided  by  the  C ham ber o f  C om m erce  and  Industry , up 
to  M arch  1995, th e  p ro fessio n  ratios o f SM Es in the Industry , tran spo rta tion  and services 
a re  as fo llo w s :(T h e  State en terprises are not d iv ided  separa te ly  from  the  N on-State ones)

The reason why SMEs concentrate hi these aspects are as follows :

- W o o d  p ro d u cts 26 ,6%
- T e x tile  an d  G arm en t 22 ,2%
- P ro c e ss in g  food 17,0 %
- P o tte ry  a n d  po rce la in 1 ,4 %
- P a p e r  p ro d u c ts 0 ,8 %
- L e a th e r  p ro d u c ts 0 ,5 %
- O th e rs 3 1 ,5 %

H o w ev er, i f  w e take a look  at the G D P stru c tu re  in the  w ho le  N ational E conom y,
W e  can  see  th a t the State en terprises occupy  b ig g er m ark e t share  than  o ther econom ic 
se c to rs . T h is  is c le a rly  reflec ted  in  the G D P stru c tu re  in  the tab le  6.

II/ Role of Non-state SMEs in the National Economy.

R ole  o f  the N on-S tate  en terprises in the N ational econom y  is increasing  g radually . 
It is re f lec ted  in th e ir con tribu tion  ratio  to G D P and nu m b er o f  jo b s  created  by them  as 
w ell as in th e ir co n trib u tio n  to the p rocess o f  incom e red is tribu tion , hunger elim ination  
a n d  poverty  a llev ia tion  in  the coun try , especially  in the rural and  m ountainous and 
rem o v e d  areas.

a/ C rea ting  m ateria ls  and property  fo r society ; A cco rd in g  to the Statistic in the 
tab le  6, w e can  see  that the m arket share  o f  the private sec to r in G D P structure  had



increased from 55,3% in 1-986 to 59,8% in 1994. However, during the period from 1990 
to 1991, the private sector occupied 2/3 of total GDP.

According to the GDP structure, role of the private sector in each economic aspect 
is different.

In the industry : The Sate sector occupies 2/3 of total market share while the 
private sector only 1/3. There is a tendency that the market share of the private sector is 
reducing. In the heavy industries (mining) the State sector occupies almost total market 
share, but in the light industries (textile, garment, leather processing, forest and wood 
processing, wood products ... ) the Non-state sector’s market share is increasing.

In the Construction : The Private economic sector’s market share is increasing 
gradually and it may exceeds the State one.

In the forestry : the private sector occupies almost total market share. This is 
because of character of agricultural economy with mainly cooperatives and economic 
households. But the number of SMEs in this sector is not so big.

In the service: during over the past ten years, the contribution rate of service 
industry to the economy has increased from 20,3% in 1986 to 41,6% in 1994, Its growth 
rate has been mainly made by the Non-state enterprise sector. According to the statistic 
in the table 5, the service rate of the private economic sector has increased from 0% in 
1986 to 21,6% in 1994, thus, this was the main factor which leads to the growth of the 
service industry. Up to 1994, the State economic sector still remained the same rate as it 
was in 1986. This rate even went down during the period 1990-1992.

Table 6 : GDP structure based on economic industries(Bill.VND)
(Accounted based on the current monetary unit - Bill.VND)

1986 1990 1991 1992 1993 1994
Total 100 100.0 100.0 100.0 100.0 100.0
State 44.7 32.5 33.3 36.2 39.2 40.2
Private 55.3 61.5 66.7 63.8 60.8 59.8
State enterprises 29.2 22.9 23.5 26.4 . 27.5 28.5
Forestry & 
Agriculture

43.3 37.5 39.5 33.0 28.a 27.7

State 2.2 1.0 1.1 0.9 0.7 0.7
Private 41.2 36.4 38.4 32.1 28.0 26.9
Industry & 
construction

36.4 23.9 24.8 28.2 30.0 30.7



State 22.3 14.4 15.2 17.7 19.1 19.4
Private 14.1 9.6 9.6 10.5 10.9 11.3
Industry 31.0 18.8 19.8 21.7 21.5 22.0
State 19.9 12.3 13.3 15.1 15.3 15.9
Private 11.1 6.5 6.5 6.6 6.2 6.2
Construction 3.4 3.8 4.0 5.6 7.4 7.6
State 2.2 2.0 1.8 2.5 3.7 3.5
Private 1.2 1.9 2.2 3.1 . 3.7 4.1
Service 20.3 38.6 35.7 38.8 41.2 41.6
State 20.3 17.1 17.0 17.6 19.3 20.0
Private -0.0 21.5 18.7 21.2 21.9 21.6

Source : Statistic General Department.

Table? : Growth rate of economic sectors based on the economic industries (%)

1987 1990 1991 1992 1993 994
Total 3.7 5.1 6.0 6.8 8.1 8.8
State 5.9 2.5 8.9 12.4 11.6 12.8
Private 2.5 6.4 4.7 6.8 6.2 6.7
Agr.& forestry - 0.6 1.5 2.2 7.2 3.8 3.9
State 13.1 -22.9 2.1 1.7 6.3 6.3
Private - 1.0 2.3 2.2 7.3 3.7 3.8
Industry 8.8 2.9 8.7 13.5 12.8 13.6
State 7.9 5.4 10.4 18.6 14.7 14.5
Private 10.2 - 0.8 6.0 5.0 9.1 11.8
Service 5.5 10.8 8.3 7.0 9.2 10.2
State 3.3 2.1 7.4 7.5 8.8 11.3
Private 7.8 19.4 9.0 6.6 9.6 9.2

Source : Statistic General Department.

According to the table7, the growth rate of various economic sectors are rather 
different. During the period from 1993-1994, the National economy increased 8%/year, 
of which the State economic sector increased over 11%, while the Private sector had 
very low growth rate (below 6,5%).

During the period of early 90s, although the enterprises and households 
developed quite fast, the State enterprise sector still remained higher growth rate to 
compare with the Non-state sector thanks to the high growth rate of some industrial 
products such as : oil, steel, cement, fertilizer ... In the World Bank’s report, it was 
mentioned :”We haven’t known how much the growth of the Private enterprises and 
households influences to the growth of the whole Gross Industrial products and how it 
reflects the cooperative sector’s changes yet . However, products made by the private 
enterprises had risen up in almost all aspects while the products made by the cooperatives 
had gone down”.



T h e  w orld  B ank’s report also po in ted  ou t tha t the p rivate  eco n o m ic  sec to r has 
b e e n  c re a te d  a lo t o f  jo b s  in the recen t years, w h ile  jo b s  in  the S tate  se c to r  have been  
red u c e d  g rad u a lly .(4 )

F o r V ie tn am  - an A gricu ltu ral coun try  w ith  70%  o f  p o p u la tio n 'l iv in g  on the 
fa rm in g  w o rk , the  ex is t o f  SIVIEs and coopera tives is necessa ry , as they  c re a te  add itional 
jo b s (e x c e p t s tab le  one) to a ttract unem ployed  p eo p le  in the ru ra l a reas , espec ia lly  in 
m o u n ta in o u s  &  rem o v ed  ones. By this w ay , the SM Es and  co o p e ra tiv es  m ak e  an active 
co n tr ib u tio n  to the  unem ploym ent p roblem  so lv ing  and  in creasin g  in co m e  to the farm ers. 
G e n e ra lly  sp eak in g , the liv ing conditions o f  fa rm ers  in the areas w ith  add itiona l jo b s  
(e x c e p t the  m ain  ag ricu ltu ra l jo b )is  be tter th an  o th er ones.

T h e  above  conclusion  show s that the n o n -sta te  en te rp rises  have developed  very 
fa s t although they  started from very poor hifrastructure. Their  a iw u a ily  average  grow th  
ra te  on  the  su rp lu s  value is about 6,5 % . It w as even  h ig h er in the  in d u stry  sec to r in 
1 9 9 3 -1 9 9 4 , a b o u t 10%  in. H ow ever the en te rp rises  s till h a v e n ’t re a c h e d  the  grow th  rate 
m ad e  by  the S tate en terprises.

M o st o f  the N on-sta te  en terprises have  been  se t up rec e n tly  and  are m ain ly  
c o n s is te d  o f  h o u seh o ld s  w ith low er cap ita l than  the S tate ones. T h a t’s w h y  the N on-sta te  
e n te rp rise s  have  tendency  o f  co n cen tra tin g  in to  the lig h t in d u strie s , w hile  the State 
e n te rp rise s , esp ec ia lly  jo in t-ven tu res are co n cen tra tin g  in to  the  heavy  industries .

O v er the  p as t period , num ber o f  coopera tives  and  th e ir  o p e ra tio n s  have red u ced  
rap id ly , in s te a d  o f  this, the private en te rp rises have deve lo p ed  q u ite  fast.

T h e  N o n -s ta te  enterprises w ith  SM Es ju s t  on ly  ap p eared  recen tly  a fte r 
ap p ro v e m en t o f  som e S tate’s L aw s an d  do cu m en ts  re la ted  to th is fo rm  o f operations. 
H o w ev er, this econom ic  form  is still fac in g  w ith  m any  d ifficu ltie s  in  i t ’s deve lopm en t 
p ro ce ss , e sp ec ia lly  w hen the legal fram e is s till no t c o m p le ted  a n d  e ffec tiv e ly .

B riefly  speak ing , the active co n trib u tio n  o f  non  s ta te  SM Es has m ade econom y  
s tro n g e r  an d  c rea tes jobs  by  the fo llow ing  w ays;
- A ttra c tin g  cap ita l
- S tren g th en in g  d inam ic and e ffec tiveness o f eco n o m y . C o n trb u tin g  to the industria l 
d is tr ib u tio n  in d ifferen t residen t areas, p ro m o tin g  the s tab le  d e v e lo p m en t am ong  reg ions 
in  the  co u n try .
- P la y in g  suppo rting  ro le to the large in d u stria l zons. M ak in g  c o n fu n c tio n  fo r coo p era tio n  
an d  c o m p e titio n  for com m on developm ent.
- E x p lo rin g  rich potentions in the people; using  n a tu ra l an d  m ateria l resou rces 
e ffe c tiv e ly , includ ing  w aste m aterial in p roduction  o f  living.
- In c re a se  p eo p le ’s incom e, con tribu ting  to the tran saction  o f  eco n o m ic  m echan ism .
'  C o n trib u tin g  to m ain tain ing  and  deve lop ing  p ro fessio n a l v illag e  and trad itional 
h a n d ic ra f t  industries to produce p roducts  w ith  trad itional an d  n a tu ra l characto r.

b /C re c it in g  jobs  :

“ T he*private econom ic sector has been  c rea ted  a lot o f  jo b s  in the recen t years, recru ited  
all p eop le  w ho are w illing  to w ork, includ ing  the d em o b iliz e d  so ld e rs  and  w orkers w ho 
w ere  d ism issed  from  the w ork by the S tate en te rp rises, a lth o u g h  th is sec to r had  low er 
g ro w th  then  the State enterprises.



- A lo n g  w ith  ac tive  co n trib u tio n  to econom y, SM Es also have so m e obstac les and 
w eak n e ss  th a t the “ E x p o st p rom otion  h o u se” need  to re lieve  in o rd e r  to d ev e lo p  
s tre n g th s  an d  lim it w eaknees.

T h e ir  w ea k n e e s  are  as fo llow ;
- L im ite d  cap ita l, back  w ard  technology.
- W e ak  cap ab ility  o f  w o rk er tra in ing . T hey  m ain ly  use sim ple  labourers, therefo re  

p ro d u c tiv ity  is low .
- L a c k  o f  aw ereness on the low  and  policy .
- H ir in g  tax.
- H ir in g  reg is tra tio n  fo r d o ing  business.
- M a k in g  b ad  q ua lity  o f  products.
- B u sin ess  hav ing  sm all size  and uneffec tiveness.

HI/ Import and export activities of the Non-State SMEs.

In the  s ta tis tic  sy stem  o f  V ie tnam , there is no detail figu re  ne ither on the 
o p e ra tio n s  o f  SM E s in gen era l n o r on th e ir fo re ign  trade  ac tiv ity  in  particu lar.

T he  V ie tn am  fo re ign  trade sta tis tic  at p resen t ju s t on ly  c lassifies  the C entral 
im p o rt-e x p o rt fro m  the loca l ones. T he sta tistic  on the C en tra l im port-expo rt is div ided 
in to  2 types  : d irec t and  in d irec t ones w hile  the local im port and  ex p o rt cover a lso  the 
S ta te  and  P riv a te  en te rp rises , b u t n o t d iv ide in to  d irec t and  in d irec t ones.

A lth o u g h  the s ta tis tic  d o e s n 't  help us to c lassify  the co m m erce  activ ity  o f the state  
s e c to r  fro m  the  N o n -sta te  one, b u t the fac t show s that the State en te rp rises  obtain  a lm ost 
a ll im p o rt -ex p o rt quo tas as w ell as export-im port value. T here  a re  m an y  reasons fo r this, 
b u t  the m ain  reaso n s  are  as fo llow  :

* The foreign trade m onopo lized  system  which existed for a long time in 
Vietnam economy has partly prevented the SMEs from involving the import-export 
activity.

* The Non-state enterprises have been newly existing in the market economy, just 
only since the renovation period started (1986-1989) Therefore, their activities in all 
aspects, including import and export are still very weak.

* T h e  business  o pera tion  o f the N on-sta te  en terp rises is uneffective due to the 
s tr ic k  re g u la tio n s  on issu in g  im port ex p o rt licences.

* In fac t, the N o n -sta te  en terp rises still have advan tages in expo rting  w ith  h igh 
g ro w th  sp eed  thank  th e ir advan tages in capital, laborers, techn ique  and m arke ting  
ex p e rien ces .

* In the past period , the w e ll-runn ing  N on-sta te  en te rp rises a lso  had go t license on 
d ire c t im port and  export. H ow ever, m ost N on-sta te  en terp rises had  to export and im port 
th ro u g h  the S tate  en te rp rises  and  paid  them  very h igh com m ission .

A lth o u g h  the nonsta te  SM Es do not occupy a has big share  in the d irec t im port- 
ex p o sts  as the been  p lay ing  an im postan t role in tlie im post-expost activ ity  by provid ing



reso u rc es  q u ie t m any  good  resou rces in the free  labour fo rce , e sp o c ia lly  forestry of 
ag ricu ltu ra l p ro cess in g  products and  A rt- A rtic le  Item s.

A s re su lt o f  survey  in 22 N on-sta te  SM ES recen tly  by  V ie tn a m  cooprative Union, 
their E x p o rt va lue  has reached  USD 10,981.605. If  w e have e n o u g h  in fo rm ation  and data, 
w e ca n  see  th a t ex p o rt value o f  the N on sta te  SIVlEs is no t sm all.

N o te : (5) p rev iously , only S tate-en terprises w ere a llow ed  to ac t in the  export aspect, but 
now  p ro d u c tio n  o f  business units in all econom ic  secto rs  are  a llo w ed  to export and 
im p o rt m ate ria l fo r p roduction  d irectly . A lth o u g h , there  are  a lread y  som e active 
im p ro v em en ts  in im port-export pocily , sozne obstac les are s till e x is tin g  as follow ;

- Im p o rt and  export Item s are ch a ing ing  every  year
- M an y  regu la tions are n o t resonab le  such  as: m in im u m  lev e l o f  en terp rises w hich

are  new ly  en te r in g  into im port-export secto r. A cco rd in g  to the  re c e n t regulations, the 
en te rp rises  h av in g  exporting  rig h t are those, w hich  can  p ro d u ce  e x p o rt Item s com pletely  
atid  hav ing  a s tab le  export m arke t in the n ea r fu tu re-w ith  the reg is tra tio n  capital o f m ore 
than  V N D  2 bill at the m o m en t o f export reg is tra tio n . T h is  regu la tion  has given
ad v an tag es  fo r  the  large com pan ies in th e ir expo rt activity .

- T here  are not regu la tions on expo rt p rom o tion  y e t-  A t p resent, donation 
ac tiv itie s  fo r expo rt are lim ited  on ly  in  p rov id ing  sh o rt term  lo an  (3 -6  m on th ) to the large 
en te rp rise s  fo r p roduction  o f export Item s.
( F rom  rep o rt on “ C om pleting  M acro econom ic  po licy  fo r  p ro m o tin g  developm ent o f 
la rg e  o f  SiVlEs in V ie tnam ” by  Dr. L e D ang  D oanh , D ire c to r  o f  C entral E conom ic 
m .anagem ent In stitu te .)

IV/Import and export products :

B ased  on the structu re  o f econom ic  e lem en ts in  the G D P , th e  m ain  im port-export 
goods o f  the  N on-sta te  SM Es are  as fo llow  :

- R a w  and  p rocessed  fo rest an d  m arine  p roducts.
- T he  A rt-A rtic le  hand icraft p roducts  (w ooden  scu lp tu re , scu lp tu re  and engraved  

w o o d en , em bro idery , bam boo  and ra ttan  , a rt-artic le , s ilk  ...
- L ig h t industry  products (shoes, garm en t, c a r p e t ...)

In G eneral, the export p roducts  that SM Es d ea l w ith  are  th o se  w hich require low 
cap ita l and  techno logy  and a lot o f  laborers. Surplus va lue  o f  so m e  k inds o f product is 
no t very  h igh , bu t the im portan t th ing  is that the p roduction  and  m ark e t o f these products 
c rea te  jo b s  fo r and  increase  incom e to the p roducers  m o st o f  w hich  are ecoriom ic 
h o u seh o ld s .

T h e  products m ade by the N on-sta te  SM Es have g en e ra l ch a rac te rs  of the sm all 
s ized  p ro d u ctio n  process w hich  use sim ple  and back -w ard  m ac h in e ry  & technique and a 
lo t o f laborers . R ecen tly , thank the econom ic  renovation  p ro cess  and  open door policy, 
the SM Es can produce som e kinds o f  p roduct w ith  industria l ch a rte rs , bu t the num ber o f 
en te rp rises  w hich w ork in these industries  is very sm all. T h e re fo re , excep t products m ade 
by  u sing  industria l process such  as ; textile , g a rm en t, sh o es, ... the quality  o f o ther 
p roducts  is no identical and stab le , espec ially  the h an d ic raft an d  trad itio n al a iticle  ones



B ecause  o f  the  above m entioned  c h a ra c te ris tic s , the  p ro d u c ts  m ad e  by the N o n 
s ta te  s e c to r  w ith  poor design  and h igh co s t a re  not cap ab le  to c o m p e te  in the m arket. O n 
the o th e r  hand , the en terprises them selves are  h a rd ly  to g e t the  m ark e t in fo rm ation  
b e cau se  th e ir  p roducts  are not w ell-know n in the m arke t. F o r o th e r  k inds o f  product 
w h ich  req u ire  fas t chan g in g  design  for m ee tin g  the c u s to m e r’s d e m a n d  such  as : textile , 
g a rm e n t o r sh o es  ... the en terp rises m ake a c co rd in g  to the c u s to m e r’s design  and  quality  
b e c au se  th ey  are  lack o f  m arket in fo rm ation  and  o p p o rtu n ity  o f  m ark e t pene trating  as 
w ell as  sk ill fo r  d esign ing  new  products.

V/ Import and export forms :

R e c e n tly , the m ain  im port and ex p o rt form s w h ich  have  been  -using in V ie tnam  
are  as fo llo w  :

* D ire c t im port and export.
* E n tru s t im port and export.
* S e lling  to the foreign  custom ers in  d o m estic  m ark e t, u s in g  fo re ig n  currency .

H o w ev er, fo r the SM Es, all above  m en tio n ed  fo rm s are at d iffe ren t levels. 
M o reo v e r, a t p resen t, there is no detail s ta tis tic  on these  im p o rt-e x p o rt fo rm s. B ut the fact 
sh o w s t h a t :

T he d irect im port and export form : is no t popu lar an d  is u sed  in  som e en te rp rises  
only . In  o rd e r  to g e t d irec t export licen se , the  en te rp rises  m u s t m ee t som e req u irem en ts  
su ch  as : cap ita l, turnover, personnel ... R ecen tly , in so m e  p laces they  loosen  the 
reg u la tio n  on the  im port-export license , so  the p ro d u c tio n  c o m p an ies  can  d irec tly  ex p o rt 
th e ir  p ro d u c ts  and  im port raw  m ateria ls  fo r p roduction . U p  to M arch  1995, 15%  o f  
ex p o rt licen ses  w ere  hand led  by  the p riv a te  sec to r. N u m b e r o f  the coopera tives w h ich  
had  ex p o rt licen ses  w as m uch sm alle r than  en te rp rises  ones. S upposing  that , even they  
h ad  lic e n se  th ey  still cou ld  not ex p lo re  th e ir  po ten tia l. O n e  o f  the  obstac les w hich  
p reven ts  the  en te rp rises  from  d irec t im p o rt and  ex p o rt is th a t th ey  are  lack  o f  w ell tra ined  
s ta f f  on  the  fo re ig n  trade.

E ntrust im port and export form  :

M o st N on-S tate  SM Es do n o t have im p o rt-ex p o rt licen se , th ere fo re , they  m u st go 
th ro u g h  the  S tate en terprises and pay th em  co m m iss io n  w ith  s tip u la ted  ra te . In  d o in g  
th is, th ey  fac e  w ith the fo llow ing  d iff ic u ltie s  ;

- T h e re  is no export m arket fo r them  and  thus, th ey  a re  to ta lly  depend  on the 
o rd ers  fro m  exporters .

- T h e re  is no active resea rch  on the  m arke t, c u s to m e rs , designs or partners  
find ing .

W ith  this form , the dynam ism  o f  en te rp rises  is not b e in g  as m uch p rom o ted  as 
the d ire c t im port-export form . In g en e ra l, SM E s o ften  p u rch ase  m ateria ls  and  sell th e ir  
p ro d u c ts  defin itively . T h a t’s w hy they  are  lack  o f  m arke t u n d ers tan d in g .

Selling to the fo re im  custom ers in the dom estic m arket, ii.sinfj foi ei^n rui'rencv : 
W ith  th is form  the en terprises p u rch ase  m ate ria ls  from  and  se ll their p roducts  to the



fo re ig n  custom ers. B ut there  is no detail figu re  on th is aspect. T h is  fo rm  o f  p u rchasn ig  
an d  se llin g  is very  passive  because the suppliers do  no t have eno u g h  m a rk e t in fo rm ation , 
c u s to m e r’s lik ing  and  they  produce products acco rd ing  to th e ir th in k in g  b u t not to 
c u s to m e r’s dem and .

A s the W o rld  B ank reported , the N o n -sta te  sec to r is a ffo rd  o f  a  lo t b en e fit from  
the  free  fo re ign  trade  m echanism , but they are  still h ard ly  d ea ling  w ith  the  q u o ted  item s 
o r th o se  assu ran ted  by  the G overnm ent b ecau se  there  are still so m e  b e n e fic ia l po in ts  for 
th e  S tate E n terp rises in  the policy  fram e.

A s  the re su lt o f  survey  in 22  N on-sta te  E n te rp rises  rec en tly  b y  V C U , the export 
v a lu e  o f  these  en te rp rises increased  up to U SD  10 ,981 .605 , o f  w h ich  the  va lue  o f  d irec t 
im p o rt ex p o rt occcup ied  only  USD 209 .845 , w hile  value o f  the e n tru s t im p o rt expo rt 
in c re a se d  up to U SD  3 .137 ,118  and value o f  s e lf  m ade  p roducts  is in c reased  up  to USD 
5 9 7 ,6 4 2 . The to tal value o f  products selling  at the p lace is reached  U SD  7 ,0 3 7 .0 0 0 . So w e 
c a n  say  tha t the en tru s t im port and export and  se llin g  at the p lace  (se llin g  to the  fo re ign  
c u s to m e rs  in the dom estic  m arket, using fo re ig n  cu rrency ) hav ing  im p o rtan t position  
am o n g  th ese  en terp rises.

VI/ Valuation on the competitive capability of the Non-State enterprises in 
the market.

I f  w e sim ply  take a  look  at the econom ic  e ffec tiveness b a se d  on  som e trad itional 
c rite r ia  on ly , w e can see that the o p e ra tio n ’s effec tiveness o f  the N on-S ta te  SM Es is 
m uch  lo w e r than  the large enterprises. H ow ever, if  we c o n s id e r  the  so c io -eco n o m ic  
e ffec tiv en ess  in  the w ho le  also, we w ill see  tha t th e ir b u s in ess  e ffec tiv en ess  is m uch  
h igher. T h is  is re flec ted  in  the follow ing aspects ;(3)

* A ttrac tin g  a b ig  quantity  o f free  cap ita l from  p o p u la tio n (w h ich  is no t cap ab le  to 
c rea te  p ro fit, o r  i f  yes, very sm all portion  o f  p rofit) and  use it in  the b u sin ess  opera tion  
to  c rea te  b ig g er profit.

* C reating  m any  jo b s  with low  expend itu res, using  m ain ly  p o p u la tio n ’s cap ital, 
o th erw ise  the State m ust provide very b ig  investm en t fo r so lv ing  u n em p lo y m en t p roblem .
( In  average, the State has to invest m ore  than  V N D  10 M ill to c rea te  1 jo b  only).

* H elp ing  the w hole econom y, e spec ia lly  the  large  en te rp rises  to w o rk  m ore 
e ffec tiv e ly . T he  SM Es can operate as supporting  un its , an d  p ro v id e  m ate ria ls  to the 
large  industries . T he experience from  o th er coun tries  show s tha t the  SM Es play an 
im p o rta n t ro le  by  w ork ing  as supporting  industries. In th is w ay  th ey  im prove the link  
am o n g  the  large  en terprises and p rom ote  th e ir  p roduction  cap ab ility  and  the p rocess o f 
in d u stria lism .

* P rom oting  com petitive  capab ility  in the econom y  by  in creasin g  nu m b er o f  
en te rp rise s  and products.

* Increasing  the security  rate , reducing  risks in the f luc tuation  m arke t econom y. 
T h is  is flex ib le  ch arac te r o f  SM Es fo r the m arke t and g o o d ’s ch a n g in g  capab ility .

* M eeting  the co n su m er’s dem and  w ith  cheaper p rice  and  b e tte r  serv ices.

* C ontribu ting  to the m ore equa lly  d istribu tion , h unger e lim in a tio n  and  poverty 
a llev ia tio n  .



A m o n g  the sm all and  m edium  en te rp rises , w e can  d iv id e  in to  2  types : good 
w o rk in g  ( in c lu d e  m o st lim ited  and  private com pan ies) an d  b a d  o n es(in c lu d e  m ost of 
c o o p e ra tiv es  an d  eco n o m ic  househo lds). T h e ir  w o rk in g  c a p a b ility  is defined  by 
a n a ly z in g  va rio u s fac to rs such  as ; sk ill o f  lab o re rs , m an a g e m e n t cap ab ility , equ ipm ent 
an d  in d u s tr ia l  s itu a tio n  ...

M o reo v e r, as the w orld  B ank assessed , a lthough  the  d e v e lo p m en t o f  investm ent 
an d  fo re ig n  trad e  has p lay ed  an im portan t ro le  in  the  e co n o m ic  g ro w th  in general, bu t it 
has n o t in flu e n c e d  d irec tly  to the p rivate  e co n o m y  rec e n tly . T h e  V ie tnam  foreign 
p a rtn e rs  in  a lm o st all jo in t-v en tu res  are s ta te  en te rp rises  an d  m o s t th e ir  im port-export 
ac tiv ities  are  c o n cen tra ted  into the industries  in  w h ich  the  s ta te  en te rp rises  occupy  the 
b ig g es t ra tio  o f  products .

H o w ev er, all above do n o t m ean  tha t the  SM E s hav e  no obstacles. T heir 
w eak n esses  in  the transforming econom ies can be sum m arized  as fo llo w s :

* W e ak  capab ility  o f  m arke t pene trating .

* L a c k  o f  cap ita l resource.

* W e a k  cap ab ility  o f  new  techno logy  pene tra ting .

* P o o r o rgan iza tion  and  m anagem en t.

* B ad b u s in e ss  re la tion  and  p ro d u ct m ark e tin g  ne tw ork .

T h ese  w eak n esses  are  qu ite  com m o n  fo r the V ie tn am  SM E s.

A s the  resu lt o f  survey  and ana lyze  o f  184 SlVLEs m ad e  b y  the D epartm en t o f  
L e g is la tio n  and  P oIicy (V IC O O P S M E ).T he ob stac les  o f  S M E s in  V ie tnam  are lis ted  
be lo w  (ra n g in g  from  the m o st d ifficu lt to  the less d ifficu lt on e).

- M a rk e tin g  o f  p roducts in b o th  d o m estic  an d  in te rn a tio n a l m arkets . C oncretely , 
th ey  a re  lac k  o f  m arke t in fo rm ation .

- L a c k  o f  research  and  deve lopm en t c a p ab ility  to m e e t th e  ch an g es in the m arke t 
eco n o m y .

- F o r  financial resou rce  ; th ey  are  fac in g  w ith  d iff ic u ltie s  in  bo rrow ing  long  term  
loan  as can  n o t m eet the B an k ’s req u irem e n t on the b o rro w in g  m oney . A nd  the in terest 
ra te  is ra th e r  h igh fo r them .

- P ro d u c tio n  o rgan ization  : o ld  m ach in ery  and  e q u ip m en t, back -w ard  p roduction  
tech n o lo g y , lack  o f space  fo r  p roduction  expand ing ; p o o r p ro d u c t design , w eak  capab ility  
in reach in g  the m ark e t’s dem and .

- L ack  o f  favorab le  cond itions fo r w orker v o c a tio n a l tra in in g  to im prove their
sk ill.

- P o o r o rgan ization  and m anagem en t.

1 /c



- Lack of knowledge about legislation as regulations are not clear ana oiien 
changed.

- Export : lack of market information and understanding. Product’s quality does 
not meet the market’s demand.

- Advertisement : lack of finance resource and experience in the product 
advertisement.

Source : National Political Institute and Frederick Ebert Institute (Germany).Project 
Science Year Book on Policy of promotion for the SlVLEs in Vietnam; Research result of 
stage I(August-December 1996), Hanoi Dec.l996;F.35-36



Part 2
The necessity of project on “Export promotion house”.

1. F or the cooyeratives and SMEs :

T h a n k  to  the  con tribu tion  o f SM Es and  coopera tives to e co n o m y  and soc ie ty , the 
d e v e lo p m en t o f  SM E s is an im portan t s tra tegy  o f  m any  co u n tries  in the w orld , e spec ia lly  
o f  e c o n o m ies  in  the  transfo rm ing  process. D iffe ren t from  la rg e  en te rp rises and  huge 
g ro u p s, th e  S M E s’ capab ility  o f  so lv ing  p rob lem s and  overco m in g  d ifficu ltie s  by  
th em se lv es  is v e ry  w eak . T herefore, im pac t and suppo rt from  ou tside  are n ecessary . In 
g e n e ra l th ere  h av e  been  alw ays support from  d iffe ren t p ro m o tio n  o rgan iza tions  , 
how ever, it is n e c essa ry  to have a  separa te  p rom otion  o rg an iza tio n  fo r  SM Es to help  
th e m  w o rk in g  m o re  effec tively . T hus, th ere  is a  need  to have  a  p ro jec t on “ E x p o rt 
p ro m o tio n  h o u se ” .

N o rm a lly , the “E xpo rt p rom otion h o u se ” p rov ides the SM E s suppo rt in th e ir bo th  
p ro d u c tio n  an d  exporta tion . But here, “E x p o rta tio n ” is chosen  as the m ajo r ob jec tive  , in 
l in e  w ith  the  ex p o rt prom otion s tra teg y  o f  V ie tnam  w h ich  is m en tio n ed  in the 
re so lu tio n  8. H o w ev er, it does not m ean th a t the “E xpo rt p ro m o tio n  h o u se” w ill no t 
p ro v id e  the  S M E s suppo rt in their p roduction  ac tiv ity  as ex p o rt ac tiv ity  can no t b e  done  
e ffec tiv e ly  w ith o u t p roduction . T he export ac tiv ity  m u st be  d o n e  to im pact b a c k  to the  
p ro d u c tio n  an d  se ttin g  goal fo r it. T hrough expo rt activ ity , the  en te rp rises  have to  face  
w ith  the w o rld  m ark e t com petition  in  the  g lo b a l s itu a tio n  to  m ee t the fo llo w in g  
re q u ire m e n ts  :

* P ro d u c ts  m u st m eet the cu sto m er’s dem an d . F o r  SM Es, they  have  advan tages in 
p ro d u c in g  v a rie d  - d iversifica tion  products.

* P ro d u c ts  m u st have good-enough  com petitive  cap ab ility  fo r expo rting . T he  
re q u ire m e n t fo r  the  export p roducts is o ften  h ig h er  than  o th e r ones (ow ing  to h ig h er  
liv in g  leve l in  fo re ig n  coun tries) and p rice  m u st b e  reaso n ab le , so m etim e  even lo w er than  
p ric e  o f  s im ila r  p roducts .

T h e  su p p o rt o f  “E xport Prom otion  H ouse  “  to the coopera tives and SM E s is 
n ec essa ry . T h ro u g h  th is the C ooperatives and  SM Es w ill ga in  m o re  and b e tte r  k n o w led g e  
on  the  im p o rt-e x p o rt business, experience in o rgan ization  and  m anagem en t, they  w ill 
a lso  have w id e r  re la tio n sh ip  w ith  clients and  have m ore  p rac tica l in fo rm ation  fo r the ir 
b u s in ess .

M o re o v e r, e s tab lish m en t o f  the “E x p o rt p rom otion  h o u se” u nder m an ag em en t o f  
V C U  w ill b r in g  a b o u t benefit to SM Es as they  are  m em bers o f  V C U  . Both V C U  and  
SrvlEs u n d e rs ta n d  c lea rly  abou t capability  and  d em an d  o f  each  other.

2. C on tribu tin s to the socio-econom ic developm ent o f  the counti'y.

T h e  “ E x p o rt P rom otion  H ouse” ,th rough  its activ ities w ill con tribu te  to the so c io 
e c o n o m ic  d e v e lo p m en t o f  the coun try  by  the fo llow ing  w ays :
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- C o n tr ib u tin g  to  tlie m ateria l c rea tion  fo r the so c ie ty  and  increasing  the 
c o n tr ib u tio n  ra tio  o f  this econom ic  sec to r to  GD P.

- C re a tin g  s tab le  jo b s  and  exp lo ring  free labo r fo rce, in tiiis w ay , con tribu ting  to 
the  h u n g ry  e lim in a tio n  and  poverty  allev iation ; m ak ing  the in co m e  d istribu tion  p rocess 
m o re  eq u a lly .

- C o n tr ib u tin g  to the  soc io -secu rity  s tab ilization  and soc ia l ev il allev iation .

By e s ta b lish in g  the “ E xport p rom otion  h ouse” , im port ex p o rt activ ity  o f 
e n te rp ris e s  w ill be  p rom o ted  as the expo rt p rom otion  house  w ill p rov ide  help and 
su p p o rt to  “ en te rp rises  in  overcom ing  d ifficu lties  tha t they are u nab le  to solve at this 
m o m e n t. A t p resen t, in V ietnam  there  is no any o rgan isa tion  w o rk in g  in the export 
p ro m o tio n  sec to r.(S ee  N o te  5) fo r en terp rises in  genera l and fo r the N on-sta te  SM Es in 
p a rticu la r.

W ith  the  e s tab lish m en t o f  “E xport p rom o tion  h ouse”  en te rp rises  w ill be  ab le  to 
fa m ilia r  w ith  w o rld  m ark e t in fo rm ation , so that they  w ill have m o re  com prehensive  
o b se rv e  a b o u t th e  w orld  m arke t th rough  reports  on s tudy  o f  reg io n a l m arket. T hey  w ill 
a lso  have  e n o u g h  necessary  in fo rm ation  abou t each  reg ion . B ased  on th is, they can  m ake 
a  p lan  a n d  co n c re t steps fo r exporting  to d iffe ren t m arkets.

W ith  the  cen tra l ro le  o f  con tac ting , the expo rt p ro m o tio n  house w ill be 
o rg a n isa tio n  ca rry in g  o u t fun tions such  as: a rrang ing  m ee tin g  fo r fo re ig n  and dom estic  
e n te rp re n e u rs , p rov id ing  en terpre ter, p reparing  d ocum en t and  c o n trac t and s tra teg y  o f  
n e g o tia tio n s  fo r  dom estic  en terp rises w ith  fo reign  partners  co n d u c tin g  tra in ing  courses to 
im p ro v e  k n o w le d g e  o f  en trep reneurs on the na tiona l an d  in te rn a tio n a l law s and 
re g u la tio n . T h ro u g h  these  activ ities, the “ E xpo rt P rom otion  H o u se ” w ill s tudy  its tra in ing  
a c tiv ity  an d  m ak es su itab le  con ta in  o f tra in in g  p rog ram , m ee ting  d e m an d  o f  en terp rises.

E s tab lish m e n t o f  the “E xpo rt P rom o tion  H o u se” , E n te rp rise s  can  apply for 
c o n su lta n c y  on  im p o rt - expo rt ac tiv ities w ith  subsidy  o r reso n ab le  expenses.
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Part 3
Functions, tasks and operational mode of tlie 

“Export Promotion House”

l.Concept and lunctions :

1. C o n c e p t:

T h e  “P rom otion  Export C enter”  or the “ E xport P ro m o tio n  H o u se” is an 
o rg an iza tio n  w hich  provides support to the coopera tives and  SM E s in their export 
ac tiv ity  (in o rd e r to avoid unnecessary  inequality , d ispu te  an d  p reven ta tion ) to get 
h ig h er effec tiveness in the export business.

A  such  C enter will be  a supporting  clue fo r the co o p era tiv es  and SM Es in 
v a rious  links, rang ing  from  m arket research , p roduct design , p ro d u c tio n  organization 
to  p ro d u ct m ark e tin g  in  the in ternational m arket.

T h e  “E xport P rom otion H ouse” is an adm in istra tive  un it u n d e r  m anagem ent 
o f  V ie tnam  C ooperative U nion, having legal s ta tu te , separa te  accoun t, seal and 
in d ep en d en t econom ic  accounting system  w hich  use its  incom e to cover 
o p e ra tio n a l expenditu res. Its m ain incom e sou rce  is from  ex p o rt p ro d u ct value(a 
ce rta in  ra tio  d educted  from  the export value) and from  co n su lta tiv e  an d  educational 
se rv ices  p rov ided  by  the “Export P rom otion  H o u se ” to cu s to m e rs(m o st o f  w hich are 
m em b ers  o f  V C U ).

2. The m ajor function o f the "Export Prom otion H o u se " .

- Supporting  V ietnam  SM Es to enhance  their p ro d u c tio n  and export 
c ap ab ility  th rough  consultative and educational activ ity .

- H elp ing  foreign enterprises in  s tudy ing  V ie tnam  m ark e t as w ell as in 
f in d in g  and  se lec tin g  V ietnam  suppliers.

- W o rk in g  as a contact clue betw een  fo re ign  and  do m estic  en terp rises.

3. B udget fo r carrying out activ ities o f the “ E xport P ro m o tio n  H o u se”

- D onation  and supporting fund o f  in ternational o rgan isa tions.

- C ontribu tion  o f  enterprises through using  serv ices p rov ided  by the “Export 
P ro m o tio n  H o u se”

- E qu ity  o f the “Export P rom otion  H ouse”



1. O bjective :

O b jec tiv e  o f  the  “E xport p rom otion  h o u se ” is to im prove  q u a lity  o f  p roducts 
a n d  ex p a n d  do m estic  and  foreign m arkets. I t ’s c lien ts  a re  a ll s ta te  and  non -sta te  
en te rp rie se .

T he  ou tpu ts  o f  activ ities o f  the “E x p o rt p ro m o tio n  h o u se ” as fo llow s;
- E n te rp ren eu rs  w ill be able to d esig n  new  p roducts .
- P ro d u c in g  and  m arketing  products in the fo re ig n  m arke t.
- In c re a s in g  q uan tity  o f products.
- In c reasin g  tu rnover in the dom estic  and  o v e rsea  m arke ts .
- O p en  new  m arket.
- In crease  m ark e t share  in  the e x is tin g  m arke ts .

2. O perational orientation o f  the “E xyort P rom otion  H o u se” :

C o n sid e rin g  all above m en tio n ed  o b jec tives , o p era tio n  o f  the “E x p o rt 
P ro m o tio n  H o u se” can  be  concen tra ted  on  the fo llo w in g  m ain  d irec tio n s  :

a .H u m an  reso u rce  d e v e lo p m e n t:

D esig n in g  and  conducting  tra in ing  and  p rac tica l ex p e rim en ta l p ro g ram s fo r 
th e  SM E s at hom e and  in oversea.

b. H e lp ing  SM Es to access cap ita l re so u rces  :

c. M arke ting :

^D esig n in g  and  conducting  su p p o rtin g  p ro g ram s on  the  b u s in ess  ne t-w ork . 
G a th e rin g  in fo rm atio n  on the dom estic  an d  fo re ig n  g o o d s  d ea lin g  assoc ia tions .

* O rg an iz in g  fo rum s and m eetings fo r  the b u s in ess  en te rp rises .

* P rov id ing  m arke t in form ation .

* P ro m o tin g  the trad ing  activ ities an d  ex h ib itio n .

d . T ech n o lo g y  :

* Setting  up research  C en ter to s tu d y  p ro d u c t desig n s, p roducts  and  
ad v e rtise m e n t m ode.

* C onducting  technology  tran sfe rrin g  p rog ram s.

* D esign ing  and  conducting  o th e r s tu d y in g  and  d eve lop ing  p rogram s.

e. E nhancing  the SM E s’o rgan isa tional and  m an ag em en t capab ility .

Il.Objective, orientation and tasks :



* In tro d u c in g  su ccessfu l o rgan izational s truc tu res  o f  SM Es in  the m arket 
e c o n o m y  an d  in the  expo rt operation o f  V ie tnam  and  o f  som e o ther countries 
w h ich  have  s im ila r  con d itio n s .

* P ro v id in g  an d  enhancing  basic k n o w le d g e  on the m an ag em en t such as 
L a b o r  m an a g e m e n t, ca lcu la tion  o f expenses and  p ro d u ctio n  e ffec tiveness, stra tegy  
d e c is io n  in  p ro d u c tio n  and  export.

* E n h a n c in g  k n ow ledge  on M arketing  and  export.

5. T asks :

W ith  the  above  m en tio n ed  objectives, the “E x p o rt P rom o tion  H o u se ” has the 
fo llo w in g  c o n c re te  tasks :

1.C rea tin g  fav o ra b le  cond itions fo r the Sm all and  M ed ium  E n trep reneu rs and 
C o o p era tiv es  so  th a t they  can m eet each  o th e r and  ex change  b u s in ess  &  export 
in fo rm a tio n  a n d  experience .

T h e  “E x p o rt P ro m o tio n  H o u se” needs to have  an ex ac t in fo rm ation  system  on the 
d o m es tic  e n te rp rises  in  o rder to w ork as lin k in g  c lu e  fo r the en te rp rises to associate  
them  to g e th e r, esp ec ia lly  in the case w hen  one  en te rp rise  uses p roducts  o f  ano ther 
en te rp rise  as m ate ria l fo r their p roduction . T here  is a  need  to c lass ify  en terprises 
ac co rd in g  to  g o o d  g roups based  on th e ir b u s in ess  re su lt (good, n o rm al o r bad).

T h e  en te rp rise s  also  shou ld  have ch an ces  to  m ee t each  o ther and  exchange 
e x p e rien ces .

2. P ro v id in g  c o n su lta n cy  and  m arket in fo rm a tio n  on the export aspect fo r the Sm all 
a n d  M ed iu m  E n trep ren eu rs  and  C ooperatives.

P ro v id in g  p e rio d ica l, in fo rm ation  v ia m ag az in es , new s-paper, b u lle tin  pub lished  by 
the  “E x p o rt P ro m o tio n  H o u se” .

P ro v id in g  sp e c if ic  in fo rm ation  acco rd ing  to  the  o rders  o f the  en terp rises on the 
p a y m e n t b a s ic  o r  free o f  charge.

T h e  in fo rm a tio n  p rov ided  by  the “E x p o rt P ro m o tio n  H o u se” to the SM Es can be 
d e v id ed  in to  various g roups depend  on the c lass ifica tio n  o f  goods. T here is 
in fo rm a tio n  fo r  the en trep reneurs w h ich  sp ec ia lized  deal w ith  som e k inds o f 
p ro d u ct. B ut there  is also  ano ther in fo rm atio n  on the ex p o rt m arket fo r the 
en te rp rise s  w h ich  are w illing  to expo rt to tha t m ark e t (in fo rm ation  on the dem ands, 
c u s to m e r’s lik in g  or regu la tions re la ted  to the im port and  e x p o r t , m ain com petitors, 
in  th a t m ark e t, com parison  about the s tren g th s  and  w eakness o f  com petitive  products 
in  th e  m ark e t) .

3 . M a k in g  d ire c t co n tac t w ith in te rnationa l o rgan iza tions and  foreign econom ic 
o rg an iz a tio n s  o r fo re ign  custom ers in o rd e r to in troduce  en te rp rises and  support 
th em  in fm d in g  m arke t opportun ities and  s ig n in g  export con tracts  w ith foreign 
c u s to m e rs .



4. S uppo rting  e n te rp rises  in m ak ing  p repara tion  to take part in  the trad e  fairs at iiome 
and  ab ro ad . M ak in g  p lan  to study  m arke t in  oversea  and  find ing  the  w ay  to access 
th e  m ark e t.

5. H e lp in g  e n te rp rises  in the m arke t research ing ( s tudy  on d e sk  and
in  p rac tice ). F in d in g  new  m arke ts  fo r exporting  and exp an d in g  the ex is tin g  ones.

6. S tu d y in g  the  p ro je c t on assoc ia ting  the SM Es w ith  the large  g roups b a sed  on the 
sa te lli te  s tru c tu re  and  p roduch ig  parts o f  the last p ro d u c t (th is ex p erien ce  is very 
c o m m o n  in so m e  coun tries  in  the region, the A u to m o b ile  industry  o f  Japan have 
b een  a lso  d e v e lo p ed  based  on the SM Es).

7. A d v e rtis in g , in troduc ing  p roducts  o f  the SM Es and  C oopera tives in the country  
an d  o v ersea . S etting  up the C en ter fo r sh o w in g  and in tro d u c in g  p roducts  i f  possible

8. C o n d u c tin g  w orkshops, sem inars, voca tional tra in in g 's  on  the im port-expo rt and 
m ark e tin g  fo r  the  en trepreneurs.

9. T o g e th e r  w ith  the SM Es and  C ooperatives, ca tch in g  up tim ely  the changes on 
th e  p o lic y  an d  regu la tions; tak ing  p a rt in  the am e n d m en t and  suggestions  to the 
re sp o n s ib le  S tate agencies on the issu es  re la ted  to the p o licy  on the trading 
d e v e lo p m en t and  export; w ork ing  as lin k in g  clue b e tw een  the en te rp rises and the 
S ta te . ,

10. Invo lv ing  in  m ak ing  im port-export s tra teg y  fo r  the N o n -sta te  se c to r  by  m ak ing  
im p o rt-e x p o rt s tra tegy  fo r the VCU.

111/ Operational Mode.

I . “Product” of the “Export Promotion H ouse” :

T h e  “ P ro d u c t” m ade  by  the  “E x p o rt P ro m o tio n  H o u se ”  is a k ind  o f  new  
p ro d u c t in  the  V ie tnam  M arke t recen tly . In  the  co u n trie s  w ith  the m arke t econom y, 
th is  k in d  o f  “p ro d u c t” had  appeared  long  tim e ago an d  q u ite  com m on .

T h e  “P ro d u c t” o f  the  “E x p o rt P ro m o tio n  H o u se ” w ill in c lu d e  the fo llow ing  
se rv ices  :

a) Consultancy Service on carrying out the import-export activities ;

* C onsu ltancy  on the im p o rt-ex p o rt goo d s b u sin ess  and  sk ill.

* M ak ing  goods stra tegy  fo r ex p o rtin g  ; f in d in g  and developing  export 
m arke t.

* D esig n in g  products; deve lop ing  raw  m ate ria l and p roduction  Providing 
co n su lta n cy  fo r en te rp rises in the deve lop ing , p ro d u cin g  special p roducts on the 
o rd er basic ; rep resen tin g  for fo re ign  cu sto m ers  and  V ie tnam  producers as their 
o rders.

* M aking  nego tia tion  p lan  fo r each  type o f  p ro d u ct concre te ly .



* W o rk in g  as c lue  fo r the p roducers and  b u y e rs  on the b as ic  o f  com parison  
o f  fo re ig n  c u s to m e r’s o rders w ith  V ie tn a m  P ro d u c e r’s c a p ab ility  and  con trary ; 
a rra n g in g  m ee tin g s  fo r them  so that th ey  can  m ee t each  o th e r  and  nego tia te  w ith 
e a ch  o th e r  d irec tly .

* P ro v id in g  legal support to fo re ig n  c u s to m ers  w h en  they  m ake  trips to 
V ie tn am  to w ork  w ith  en terprises; m ak in g  w o rk in g  p rog ram s and  n ecessa ry  
a rra n g e m e n ts  such  as : lo d g in g , board in g , tran sp o rta tio n , in te rp re te rs , in fo rm atio n , 
c o n tra c t p rep a ra tio n  ... fo r them  during  th e ir  s tay in g  in  V ie tnam .

* C h eck in g  p ro d u ct q ua lity  a c co rd in g  to  the c u s to m e r’s o rder, in c lu d in g  ail 
re la te d  ac tiv ities  to ensu re  that the  su p p ly in g  g o o d s  w ill have r ig h t q u a lity  as o rders. 
T h is  ac tiv ity  w ill be done through  c o n tro llin g  the  m ate ria l u se , labo rer sk ill, 
p ro d u c t q u a n tity , sizes, de livery  term , p a c k ag in g  ec t...

* P ro v id in g  gu idance  to SM Es in  c o m p le tin g  d o c u m e n t and  p rocedu res  
re la te d  im p o rt and  export o f  goods. M ak in g  n ecessa ry  p ro ced u re  fo r exporting .

b. Studying, surveying and  defining difficu lties and  lim ita tions o f  enterprises  
in goods production ; suggesting solutions f o r  solving these prob lem s.

H e lp in g  en terp rises to define  :

* S treng th s  and  w eaknesses o f  en te rp rise s  acco rd in g  to  e ach  k in d  o f  p roduct.

* S tu d y in g  the s treng ths and w e a k n e sse s  o f  co m p etitiv e  p roducts  in  the  
m arke t.

B ased  on the above analyses, the  “E x p o rt P ro m o tio n  H o u se ”  w ill he lp  the 
en te rp rise s  in  m ak in g  m arke ting  s tra teg y  fo r  e ach  type o f  p ro m o tin g  expo rt p ro d u c t 
co n c re te ly .

c. C onsultancy service on the education  a nd  hum an resource d e v e lo p m e n t:

* C o n d u c tin g  su rveys, s tudy ing  tra in in g  cap ab ility  an d  d em an d  o f  the 
en te rp rises ; c la ss ify in g  such  dem ands; c o n d u c tin g  co u rses  as a g re e d  to se le c te d  
su b jec ts  a n d  m arc h  su itab le  tra in ing  o rg an iz a tio n s  to  e ach  type o f  en te rp rise .

* O rg a n iz in g  specia lized  sy m p o s iu m  on  m ark e t in fo rm a tio n , g o o d s , 
e x p e rie n c e  h i ex p o rt and im port activ ities.

* A c tin g  as a  c lue  o f  business c o n ta c ts  fo r  SM Es, p a rticu la rly  fo re ign  trad e , 
in  o rd e r  to a ttrac t m ore in ternational p a rtn e rs .

* D ev is in g  export o r im port p lan  fo r  sp ec ific  goods, e sp ec ia lly  for the ex p o rt
g o o d s .

* O rg a n iz in g  sho rt term  courses on  :

- G oods p roduction  and m arke t e x p an sio n .



- M a rk e tin g  activ ities supporting  d irec t expo rt o f  the  business com m unity  
th ro u g h  p o llin g  suggestions on product deve lopm en t, rep lacem en t, in ternational 
m ark e tin g  o n  in d u stria l p roducts  and serv ices.

- V ie tn am ese  im port and export law  and  po lic ies.

- C o m m erc ia l po licy  o f concerned  coun tries .

d. Business information service :

O p era tin g  as an instructor; gu id in g  en terp rises in  search in g , using  efficien tly  
in fo rm a tio n  sou rces; m arke t valuation  and  ana ly sis  ex p erien ce , d is tribu ting  useful 
in fo rm a tio n  so u rces  to in terested  en terp rises on order.

T h ese  serv ices can  be p rov ided  to SM Es free ly  o r ch arg e  them  upon their
o rder.

2. PHcins “products” supplied by the “Export Promotion House"

Serv ice p roduct p rov ided  by  the “E x p o rt P ro m o tio n  H o u se ” on the basis o f  
o rd er o r c o n tra c t s igned  w ith  cu sto m er w ill b e  p riced  as fo llow ed :

D em an d  fo r  sim ple  in fo rm ation  w ill be supp lied  a c co rd in g  to fixed  p rice  list.

P ro d u c t/cu sto m er study  co n trac ts  w ill reco m m en d ed  and  p riced  on the basis 
o f  s in g le  p ro d u c t o r a group o f  p roducts  ag reed  by  bo th  sides.

S eparate  consu lta tion  con tacts: p rice  w ill b e  d ec id ed  upon  specia lization  o f  
e ach  co n trac t.

S ta ff tra in ing  contracts w ill be p riced  upon  type' o f  cou rse , its tra in in g  
p ro g ram , du ra tion . C osts shall b e  ca lcu la ted  to cover ren ta l o f  m eeting  ro o m , 
lec tu re r  h iring , p rin ts , ect...

T rade  fa ir  partic ipa tion  co n trac ts  w ill b e  reco m m en d ed  an d  p riced  upon the  
n a tu re  o f  the  trade fair. C om plete  package  fo r a SM E to p a rtic ip a te  in  dom estic  trad e  
fa ir is US$ 400. E xpenses to b e  co llec ted  by  the “E x p o rt P rom o tion  H o u se” is US$ 
5 0 /p erso n (ex c lu d in g  lodg ing  an d  acco m m o d atio n  ex penses) fo r fo re ign  trade fair.

3. Customers of the “Export Promotion House

a) SM Es w hich  w ant to access to o r ex pand  th e ir  ex p o rt activ ities, p e rso n s  
w ho  a re  in te rested  in  business m an ag em en t tra in ing  to s tart, expand  their b u sin ess  o r 
to ra ise  business efficiency .

b) F ore ign  en terprises w h o  are  look ing  fo r trad in g  partners  in V ietnam .

c) Bodies, o rgan izations w h ich  are in te rested  in assis ting  SM Es to c rea te  jo b s  
and  goods fo r socie ty  such as P rov incia l, C ity  C om m ittees, M in istries, P rov inc ia l, 
C en tra l bod ies or m ultila te ral o rgan iza tions such  as W orld  Bank, EC , or b ila te ra l 
o rgan iza tions  or N on-G overnm en t O rgan iza tions (N G O s).

d) O ther o rgan izations w h ich  are in te rested  in business re la ted  issues.



T o d a y , in V ie tnam  M arket, ex p o rt and  b u sin ess  d ev e lo p m en t supporting  
ac tiv itie s  are  sca tte red  and  poorly  o rgan ized . M ain  suppo rte rs  are  G overnm en t 
B odies. F o r recen t years, a num ber o f  new  o rgan iza tions  have  b een  tak ing  part in 
su p p ly in g  so m e serv ice  “p ro d u c ts” s im ila r to those  o f  the  “E x p o rt P rom o tion  
H o u se ” .

T h e  “  E xpo rt P rom otion  H ouse” w ill face  co m p etitio n  in supp ly ing  their 
p ro d u c ts . T he  com petition  can  be in various fo rm s and  co m e from  sides. P ro spec t 
c o m p e tito rs  o f  the “E xpo rt P rom otion  H o u se ” are  :

»

* C om pan ies w hich  conduct th e ir ow n ex p o rt an d  im p o rt and tra in ing  
ac tiv itie s .

* L o c a l consu lting  firm s.
* F o re ig n  con su ltin g  firm s.
* G o v ern m en t, N on-G overnm en t co n su ltin g  and  tra in in g  C enters,
* V ie tn am  C ham ber o f  C om m erce  and  Industry .

T h e se  co m p etito rs  have d iffe ren t s tren g th s  an d  w eak n esses . A n d  the “E x p o rt 
P ro m o tio n  H o u se ” i tse lf  also  has d isadvan tages an d  advan tages over h is com petito rs .

a. Large im port export companies.

T h e se  com pan ies  co n d u c t suppo rting  o r tra in ing  ac tiv itie s  and  ex p o rtin g  
o p e ra tio n  b y  them selves and consider those  as one o f  th e ir fu n c tio n s.

V ie tn a m ese  large  im port export co m p an ies  are ex p e rien ced  in o rgan iz ing  
th e ir  im p o rt a n d  export and  s ta ff  tra in ing  ac tiv ities. H ow ever, SM E s have not enough  
re so u rc es  to  do  this. M oreover, no t all co m p an ies  have cap ab ility  to conduct these 
ac tiv itie s .

b. Loca l consulting firm s.

T h is  type  o f  com pan ies has appeared  in  rec e n t years. Som e have ga ined  g o o d  
rep u ta tio n  su c h  as IN V E ST C O N SU L T , IN V E S T IP , C F T  ec t... an d  num erous sm all 
firm s.

T h e se  firm s also  have ab ility  to p rov ide  im port-expo rt, tra in ing  re la ted  
se rv ices . T h ey  usually  co n d u c t serv ices co n c ern in g  im p o rt-ex p o rt p rocedu res upon 
c u s to m e r’s d em and .

T h e  advan tage  o f  these firm s is that they  have flex ib le  p rice  b enefited  from  
low  co s t o f  serv ice . O ther advan tage o f  local firm s is that they have insigh t expertise  
o f  d o m es tic  m arket, they  can conduct su rveys easily . In g en era l, large com pan ies 
o p era te  q u ite  w ell, espec ially  in investm en t aspect.

T h e  d isad v an tag es  o f  these firm s, p a rticu la rly  sm all ones is that they  are 
new ly  e s ta b lish e d , lack  o f  w ell tra ined  and  ex p erien ced  s ta ff  and  m ark e t research .

4. Competitors of the Export Promotion House
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T h e ir  m ain  se rv ices usually  rela te  to adm in istra tive  p ro ced u res  o f  im port-export and 
in v es tm en t w h ich  can  be se ttled  th rough  th e ir ow n  co n tac t, and  lack o f the 
sp e c ia liz ed  expertise .

c. Foreign consulting firm s.

F o re ig n  consu lting  firm s w h ich  have g o o d  rep u ta tio n  in  p rovid ing  quality  
se rv ices  su ch  as P rice  W aterhouse , K P M G , ec t... have  estab lished  their 
rep re sen ta tiv e  o ffice  in  V ietnam .

S treng ths o f  these  firm s are :

* G o o d  expertise  and  experience  in expo rt su p p o rtin g  and  hum an resource 
tra in in g . T h ey  are  strong  in c o n su ltin g  b ecau se  o f  th e ir  g o o d  expertise and 
ex p e rien ce  in  m arke t research , p ro d u c t d eve lopm en t an d  m an ag em en t skill. Such 
firm s are  favo red  by  fo reign  custom ers fo r their repu ta tion .

* G o o d  u nderstand ing  o f in te rn a tio n a l trad ing  p rac tices .

* G o o d  u nderstand ing  o f fo re ig n  m arkets.

W eak n esses  o f  these firm s are  :

* T h e ir  serv ices prices a re  h igher than  th o se  p ro v id ed  by  local firm s. 
T h e re fo re , it is d ifficu lt fo r SM Es to  approach  these se rv ices.

* W ith o u t a p roper rep resen ta tive  o ffice  in  V ie tn am , theses comjpanies will 
h a rd ly  access to the loca l m arket.

d. G overnm ent consulting bodies and  organizations :

M o st o f  m in istries  have co n su ltin g , tra in ing  cen te rs  to  serve  their operation 
su ch  as C onsu lting  and  T ra in ing  C en te r o f  the M in is try  o f  P la n n in g  and  Investm ent, 
the  M in is try  o f  T rade, the M in istry  o f  C onstruc tion , e tc ...

T h ese  C enters have their ow n advan tages w h ich  the  “  E xpo rt Prom otion 
H o u se ” ob ta in . F o r exam ple, C onsu lting  C en ter o f  the  M in is try  o f  C onstruction  can 
also  p ro v id e  expo rt supporting  serv ices to SM Es d o in g  b u s in e ss  in  bu ild ing  m aterial 
p ro d u c tio n  an d  im port-export.

H ow ever, the qua lity  o f  su ch  C enters depends on q u a lif ica tio n s  o f  their staff. 
N o t all C en ters  can provide h igh  q ua lity  serv ice. T h ese  C en ters  m ay not have 
c o n su ltin g  and  tra in ing  experience  to apply  to SM Es an d  coopera tives as good as 
th a t o f  the  “E xpo rt P rom otion  H o u se” .

e. Vietnam  C ham ber o f  C om m erce and Industry.

T h is  o rgan ization  also prov ides expo rt su p p o rtin g  activ ities, conducts 
sp e c ia liz ed  courses for its m em bers; a rranges p a rtic ipa tion  o f  en te rp rises to dom estic  
and  fo re ign  trade fair and  co llects fees fo r such  ac tiv ities.



V ietnam  C h am b er o f  C om m erce  and  Industry  has a  large m em bersh ip , 
in c lu d in g  all eijterprises o f  all sizes and  sec to rs  and  m ain tain  w ide re la tion  w ith  
fo re ign  business com m un ity .

N evertheless, so m e  activ ities o f  the C h am b er on E xport consu lting  are  not so 
stro n g , particularly  sp ec ia lized  in fo rm ation  fo r  specific  en terprises.

A t the  present, V ie tn am  C ham ber o f  C o m m erce  and Industry  is p reparing  
specia l business o rien ted  in fo rm atio n  se rv ices  w ith  focus on the large com panies.

T h ro u g h  the above analysis o f  com p etitio n , the  “E xport P rom otion  H o u se” o f 
the C ooperatives and  SM Es appears to have ce rta in  advan tages over its com petito rs  : 
it know s w ell each o f  its cu sto m ers  as w ell as th e ir dem and. However^ the “ E xport 
P ro m o tio n  H ouse” has advan tage  on  the m ark e t resea rch  because it has estab lished  
and  h ad  a  good u n d ers tan d in g  o f its m em b er ne t-w o rk  w hich  consist o f  the SM Es 
and  C ooperatives. H ow ever, as a re su lt o f  la te  inco rporation , it has to carryou t se lf 
in tro d u c tio n  activities and  su itab le  ad v ertisem en t cam paigns and to set up a flex ib le  
and  h ig h ly  responsive m ech an ism  to  sa tisfy  c u s to m e r’s needs.

5 . Factors a ffec tin g  com petitive edge o f  the “E xport Prom otion H o u se ”.

P ro d u c t of the  “ E x p o rt P ro m o tio n  H o u se ” com petitiveness depends on the 
fo llo w in g  elem ents :

* Q ualitr  o f  se rv ices  ; p ro v id ed  b y  the “E xport Prom otion  H o u se” in 
co m p ariso n  to  those  o f  o th er supp liers . T his e lem en t is de term ined  by the 
q u a lif ica tio n  o f  its staff. T h erefo re , ex p o rt su p p o rte r w ill have to choose experienced  
s ta ff  w h o  are  specialized lec tu re r, co n su ltan ts , in fo rm atics experts and business 
execu tives.

* T im e  of se rv ice  ; punc tua lity , responsiveness o f  in form ation , serv ice 
supp lied  to custom ers. In  o rd e r  to ach ieve  th is goal, the “E xport Prom otion H o u se ” 
w ill have to apply new  tech n o lo g y  in in te rn a tio n a l com m unication . This is necessary  
w o rk in g  too l w iich  sh o u ld  b e  equ ipped  a t the in itia l stage o f  the p ro ject. A  w ell 
w ired  c o m p u te r  system , a d ivers ified  and  update  d a ta  bank(w hich  can be connected  
to  b u s in ess  inform ation su p p lie r such  as C en te r fo r business In form ation  o f the 
M in is try  o f  T rad i to p u rch ase  new s) w ill be  se t up first.

* Serv ice  price : sh o u ld  b e  c o rre sp o n d  to the quality , how ever no t too  h igh  
than  o th e r sources.

* A d v e rtig m en t activ ities : shall be  sp read  bo th  nationw ide and w orldw ide.



PART 4
CONSTRUCTION SITE - ARCHITECT 

I. Site and place

Head Office: The total area is 250m  ̂at 62 Giang Vo Street. The above area will 
be allocated as follows:

Table 8: Constructioii site of the “Export promotion house” at 62 Giaiig'Vo Str.

STT Room Kind Square
(m^)

Director Office Fix 10
Vice Director Office Fix 14
Administration Office Fix 14
Consultancy Division Fix 14
Training Division Fix 14
Information Division Fix 14

7 Meeting hall and showroom Fix 30
3 small meeting rooms, which are 
divided by flexible glass windows______

Flexible

II. Construction - Arcliitecture:

The above area of 250m^ will be divided into some fixed room and 
flexible meeting hall as indicated in the above table. As for showroom at 
80 Hang Gai street, there will be another separate project. In this site, 
special note should be paid to the way of displaying each particular 
product in order to show their own beauty and unique.

III. Facilities and equipment for operation:

Desk and furniture for staff.
Fumiture in meeting hall of about 50 persons.
Computers, printing machines, telephones and faxes;
Documentation shelves, board, audio and video equipment, over head- 
projector.
Displaying and showroom: shelves, cabinet, and other facilities for 
displaying goods.
Vehicles for business trip.
Detailed expenditure for reconstruction, equipment and facilities will be 
mentioned later.
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1. Reconstmction of office: 45000'USD
2. Facilities and equipment

Table 9: Equipment of the “Export promotion house”

IV. Initial construction cost of the Export Promotion House

Item Quantity Unit Price Total
1. Director Board
Table and chair 1 325 325
Documentation cabinet 1 265 265
Telephone 1 200 200
Air Conditioner 1 LOOO LOOO
Computer 1 2.200 2.200
Table and chair for receiving 
guests

1 LOOO 1.000

4990
2. Vice Director's Board
Table and chair 2 325 650
Documentation cabinet 2 265 530
Telephone 2 200 400
Computer 1 2.200 2.200
Air Conditioner 2 LOOO 2.000

5780
3. Administration Division
Table and chair 2 325 , 650
Documentation cabinet 2 265 530
Telephone 1 200 200
Fax machine 1 700 700
Photocopy machine 1 2.500 2.500
Computer 1 2.200 2.200
Laser printer 1 500 500
Air Conditioner 1 1.000 1.000

- 8.280
4. Consultancy Division
Table and chair 2 325 650
Documentation cabinet 2 265 530
Telephone 1 200 200
Computer 1 2.200 2.200
Laser printer 1 500 500
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Air Conditioner 1 LOOO LOOO
5.080

5. T raining Division
Table and chair 2 325 650
Documentation cabinet 2 265 530
Telephone 1 200 200
Computer 1 2.200 2.200
Laser printer 1 500 500
Air Conditioner 1 LOOO LOOO

5.080
6. Inform ation Division and 
Data Bank
Table and chair 2 325 650
Documentation cabinet 2 265 530
Telephone 1 200 200
Computer 2 2.200 2.200
Laser printer 1 500 500
Documentation cabinet with many 
sections

1 500 500

Air Conditioner 1 LOOO LOOO ,
5.580

7. Small Meeting Room
Funiture LOOO LOOO
Chair and table for 8 people 800 800

- 1.800
8. Meeting Hall
Table and chair for 50 people 8.000
1 set of television and video 1 L700 1.700
Amplifier, sound and lighting 
systems---------

1 2.000 2.000

1 headprojector and screen 1 LOOO 1.000
Flexible board 1 100 100
Floor carpet 50 m" 200
White board 1 50 50
Air conditioner 2 LOOO 2.000

15.050
Total costs of equipment 51.640

The total costs of USD of the above two main items will be
covered by the capital of the project “Promotion and Development of 
Small & Medium sized Non-State Enterprises “ (GTZ) -  Qrcinan^
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PARTS 
ORGANISATION, ADMINISTRATION, LABOUR AND SALARY

I. The administration and managing modelling of "Export Promotion 
House”

Director Board and functioning Division 
Director Board consists of:
- One general director.
- 2 vice general directors: 1 person in charge of consultantcy and 
infoiination, research; 1 person in charge of training and showroom. 
Functioning Divisions:
General Division: In charge of general issues, accountancy and 
administration (2 persons).
Showroom and advertisement (2 persons).
Consiiltancy Division: adviser on general issues and export and import 
issues in particular (2 persons).
InfoiTnation and research Division, including data bank (2 persons). 
Training division, upgrade export and import techniques, organisation of 
seminars (2 persons).
hi order to support activities of the “Export promotion house” and 

.explore its potendon, it is necessary to have quality and experience 
manager and staff, hi the early stage of its establishment, income will be 
very limited, number of employees will be also small, and it will be 
increased gradually in the follow years. At the beginning, some good 
staffs of VCU will work for the “Export promotion house”. Beside that, 
some other outside people will be employed to caiTy out some activities 
such as: specialised study training, ect . . . to provide sei-vices with good
quality and price. - _____ - ____
Number of employees of the “Exportpromotion house” in the first 3 years 
are given in the table 10. Whenever, there is a demand of having more 
people for some specific activities, these employees can mobilise the 
associated people to fulfil services required by customers.

II. Personnel plan:
Personnel of the “Expoit promotion house” will be changed through the 
years according to its operation. Tentatively personal in the first 3 years is 
as follow:
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Table 10: Personnel plan of the “Export promotion house’

‘ 1998 1999 2000
Director 3 3 3
General Administration Department 1 2 2
Consultancy Department 2 2 3
hTforaiation Department 2 2 3
Tiaining Department 2 2 2

10 11 13

III. Annual Salary Fund:

Armuai Salary Fund will be changed annually based on personal plan. 

Table 11: Salary plan of the “Export promotion house”

1998 1999 2000 1998 1999 2000 1998 1999 2000
Director 1 1 1 150 180 200 1800 2160 2400
Vice
Director

2 2 2 120 150 180 1440 1800 2160

Specialist 7 8 10 80 100 130 6720 9600 156000
Total 10 11 13 9960 13560 20160

These salaries will be abstracted from the total earnings of the Export 
Promotion House. In the following years, the number of staff may 
increase depending on the operation of the Export Promotion House or at 
least it will be the number in the first year.
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PART 6
FINANCIAL ASPECTS OF THE PRO JECT FOR 

"EXPORT PROMOTION HOUSE"

I. Revenues of Export Promotion House:

1. Revenues of the “Export promotion house” is a piace to intioduce 
export items of cooperatives and non - state SMEs. The “Export 
promotion house” will provide support to import - export'activities of 
enteiprises in concentrating many quahfied items for 
exporting,strengthening their reputation in the intemational maricet.

Table 12: Activities related to the revenues of the “Export promotion 
house”

Supporting activities of the 
“Export promotion house”

1998 1999 2000

Total export value of enteiprises 15.500.000 18.000.000 20.000.000
Training courses with duration of
1 week

5 9 12

Number of reports on market, 
goods/ region

5 8 10

Consultancy sei-vices for each 
concrete work specialzed 
consultancy based on orders of 
customers (prices are according to 
character of work)

6 10 [4

Organizing for enterprises taking 
part into hitemational trade fairs 
number of people taking part into 
trade fairs through the year

70 80 90

Selling goods at the showroom 
(USA)

3.000 4.500 6.000

hicome from giving meeting hall 
for rent number of days through 
the year

30 35 40

Other activities such as: 
Administrative procedures, export 
and import procedures (USD)

2.000 2.500 3.000
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Table 1 3 :  E s tim a te d  revenues from  activ ities o f  ttie “ E x p o rt p ro m o tio n  h o u se ”

Revenue 1998 1999 2000
Commission from export 15.500 18.000 20.000
Training activity 2.000 3.600 4.800
Research market and providing 
infomiation

2.500 4.000 6.000

Consultancy sei-vice for each 
enterprise according to their order

1.500 2.500 3.500

Organising a group of enterprises 
to take part into the hitemationai 
trade fairs

3.500 4.000 4.500

Selling goods at the showroom 
(whole sale and retails)

3.000 4.500 6.000

Give for meeting hail for rent 1.500 1.750 2.000
Other activities such as: Making 
administrative procedures, export - 
import procedures

2.000 2.500 3.000

Total revenues 31.500 40.850 49.800

II. Expenses.

Table 14: Expenses of the “Export promotion house”

1998 1999 2000
Depreciation buildings, workshops ■ 2.250 2.250 2.250
Depreciation machinery of equipment 10328 10328 10328
Salary 9960 13560 20160
Electricity 1.000 1.200 1.500
Advertisement of insurance- ■—  800 900 1000
Payment for loan (6,5%/year) 6.500 6.500 6.500
Telephone and fax payment 1.000 1.500 2.000
Expenses for buying document for study 1.000 2.000 3.000
Other expenses 500 500 500
Total expenses 33338 38738 47238

Table 15: Balance

1998 1999 2000
Total revenue 31.500 40.850 49.800
Total expenditure 33338 38738 47238
Profit -1838 2112 2562
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PART 7
EFFECTIVENESS VALUATION OF THE PROJECT

I. Financial Valuation of tlie project:

Generally speaking, in the first year of operation, the export promotion 
house aims mainly to build the infrastructure but not to get profit. From 
the 2sd year upward, whenever the operation is smoothly carrying on 
with high reputation and large scale of business, the House may get 
increasing profits gradually year by year.
According to the above calculations, the establishment of the export 
promotion house can bring back real benefit as analized, however the 
hnalcial benefit is not the puipose of the project, but its main benefit is 
resulted from the operation of Non- State SMEs through the active 
suppport of the House.
Thus the benefit obtained by the cooperatives. and SMEs through the 
support of the House again affiim the willing of all these enteipriese to 
establish the Export Promotion House and also the necessity of its 
existahce.

II. Economic-social valuation of the project

The project of Export Promotion House, besides of material profits it 
bring about as mentioned above, can bring economic-social benefits 
through its active assistance to non-state co-operatives and SMEs, 
particularly:
Contribute to increase the national GDP as a whole, contribute the process 
of transfoiTnation from a centrally planned economy into a state-govemed 
market economy and help enteiprises to growth up to the export-oriented 
direction, upgrade technology, e^ an ce  competitiveness of their products 
and. exploit each enterprise! s strength. The Export Promotion House will 
maintain a team of staff and collaborators with knowledge, experience in 
export-import trading,to help enteiprises to marketing their products.on 
both foreign and domestic markets, of which the more important are 
foreign markets.
® Create more jobs for a large group of underemployed labours in rural 
and urban areas. The Export Promotion House can assist enteiprises to 
enlarge their export markets and therefore enhancing job opportunities for 
labours. If the labours can directly involve in the process of producing 
goods for exports, their knowledge will rise together with the increase in 
their income. By this way, it . can contribute the program of poverty - 
alleviation, raising labours’ income.
• Contribute to stabilise security and social order by create more 
employment, reduce social evils' created by poverty and jobless.
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PARTS
COMMENT AND RECOMMENDATION

I. The feasibility and effectiveness of the project

This project is fully feasibility and can bring about real benefits for the 
users. After several initial years of operation, if special consideration is 
placed on quality of sei-vices, the benefits of the Export Promotion House 
will be higher.
The project is interested by international organisations, research institute, 
therefore, the project of Export Promotion House receives strong mental 
supports. Further more. Export Promotion House belongs to the Vietnam 
Co-operative Union, having a large number of members, who will become 
potential customers buying sei-vices of the Export Promotion House. 
Through the results of intei-view co-operatives and SMEs in mid-1997, 
nearly 100% of interviewed enterprises speak out their demand for an 
Export Promotion House. These enterprises are very small, therefore they 
want to have quality sei-vices supplied by the Export Promotion House 
belong to VCU. These establishments have limited finance, therefore they 
are unable to buy sei-vices from consultancy companies and foreign 
companies.

II. Impacts of the "Export Promotion House" Modelling

i .  Im pacts on the economy:

- Create material wealth for the society, that is to contribute to the 
increase of national GDP. This direction occurs in two directions. The 
first one is helping enterprises to understand market, introduce their 
products and create demand for their products. When demand grows up to 
a limit, it will encourage"production of the products. Therefore, the wealth 
created by SMEs increase and the national GDP will increase. The second 
direction is that with the help of Export Promotion House, enterprises can 
create high value-added products, saving natural resources as well as 
labour resources. The production of enterprises will not develop at the 
level of producing primary products, it will develop to produce labour- 
intensive or higher processing products.

- Contribute to speed up the process of economic structural 
transfomation. Build an outward-oriented economy, raise the technology 
level and competitiveness of commodities, and reasonable usage of 
natural resources and advantages of Vietnam. Export Promotion House 
will be a point for contact between SMEs and foreign enterprises, To 
reach modem production, advanced tecimology.
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- Actively participate in poverty alleviation program by creating more jobs 
and raising income of labours.

2. Im pacts on non-state SMEs

With the help of Export Promotion House, difficulties and weakness of 
SMEs will be gradually overcome. Particularly:

- Strengthen enterprises' capability produce and export by supplying 
enterprises of inforaiation on commodities, markets and demand of 
consumers. Help enteiprises to produce the right goods demanded by the 
markets, not produce passively based on their ability.

- Technology of production will be raised through new investment and 
changes of technology of each enterprise.

- Strengthen quality of staff through training and consultant activities or 
participating in trade fair, special seminars on international commodities. 
Enteiprises will have opportunities to export and import directly to exploit 
their knowledge instead of indirect and passive export in the past.

- Strengthen the creativeness of enterprises in export. Through 
participating in training courses organised by Export Promotion House, 
capability of their staff will be gradually raised. Knowledge on markets, 
commodities will be steadily equipped and will be used as a base for their 
future development.

III. Conclusion and Recommendations.

1. F or the Export promotion house.

The existence of Export Promotion House-belonging to VCU is necessary 
for non-state co-operatives and SMEs. However, in the process of 
constmcting the Export Promotion House, the strategic steps are very 
important.

a! Determination o f steps fo r  Export Promotion House

- Complete the establishing organisation structure and skilled staff of 
Export Promotion House. The qualification of its staff will be the most 
decisive factor to deteraiine the quality of services supplied by Export 
Promotion House as well as the competitiveness and existence of Export 
Promotion House in a market economy with fierce competition. This need

38



to be done right after the foimulation of Export Promotion House and 
maintained in the development process based on certain criteria.

- CgnstiTict technical infrastmcture of Export Promotion House, 
particularly offices and equipment, computer system, data bank. In the 
first year, it is required that the relationship between Export Promotion 
House and institutions supplying inforaiation, research institution must 
be established in order to have good infonnation to sei-ve customers.

- Enlarge relationship, co-operation with intemational organisations and 
utilise their support in all aspects (finance, experience...).

- Determine the enterprises who will receive Export Promotion House’s 
assistance. At present, there are about 25,000 non-state enterprises and 
nearly 25,000 co-operatives being the members of VCU. It is necessary to 
classify these enteiprises into different categories such as who has 
demand for export support, training need. Considering this classification, 
there will be different suitable program of training for different groups of 
enteiprises.

- Search for and construct projects to develop sub-contracting activities for 
co-operatives and SMEs in the economy. Other countries' experience 
shows that co-operative and SMEs account for a very important place in 
the economy through their sub-contracting services, supplying parts and 
components for large producers. Export Promotion House, starting from 
its contact with large groups, will help SMEs to bring into full place its 
role in the economy.

b! Propogaiiding, advertising and seeking support from  state 
responsible agencies.

The “Export promotion house” can operate and fully utilise-its capacity 
when it gets support from the sate - agencies. Therefore, the “Export 
promotion house” should concentrate on propoganda of advertisement 
activities, so that different agencies and industries at different level 
recognise the necessity of the “Export promotion house”

2. Recommendation to VCU.

VCU should consider this as an important task and provide material of 
human support to the “Export promotion house” by different forms such 
as: providing location (office) initial capital (loan), and provide human 
resources ,to the “Export promotion house”.
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3. F or the state and local specialised organisation

These organisations should pay attention to activities of the '‘Export 
promotion house” as its existence will benefit not only to enterprises but 
also to each industry and localities in their implementing common 
economic task.
For the state agency, there should be reasonable policies to promote 
establishment and development of the “Export promotion house”. There 
should be also policy on finance support to the “Export promotion house” 
in its early stage of establishment of development. It should be understood 
that the house will mainly providing support to SMEs. Therefore, there 
should be a priority in tax mechanism (or free of tax) for the “Export 
promotion house” so that it can work effectively and invest rightly to its 
size and activities and provide some sample sei-vices to SMEs on the free 
of charge basic.

4. F or other ministries, agencies

These agencies of ministries should have cooperation with the “Export 
promotion house’’ in order to strengthen export activity. Competition 
among them should be avoided. Other agencies having seminar function 
like “Export promotion house” should cooperate with each other in their 
operation so that they can reach common target of promoting import- 
export activities of Non - state SMEs.
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1/ GENERAL VIEW OF VIETNAMESE FINE ART HANDICRAFTS.

It has been in people's mind for a long time that Vietnam is agricultural 

country characterized by Rice Civilization and Village culture or in another 

way, by Rural Civilization with thousands - years history traditional 

handicraft. Only in the Red river delta, there are approximately 200 villages, 

where agriculture exist together with famous traditional handicraft as;

- Silk weaving in Van phuc.

- Pear carving in La xuyen, Chuon...

- Polished lacquer in A i tliai - Ha tay...

- Silver and gold fine art in Dong san - Thai binh...-

- Stone car/ing in Ninh binh. Da nang...

- Ceramic in Bat trang, Quang ninh.

- Brass ware in Ngu xa...

- Embroidery in Ha dong...

Practices o f these villages exist in various forms as households, groups, 

cooperatives, corporations, companies which are suitable in each different 

period o f Vietnam's economic development.

Developing together with the society's general trend each traditional 

handicraft has its Golden time and many o f them became National heritage. 

However there were also some periods when the traditional handicraft had 

difficulties even some wem forgotten. Wooden fine art is an example.

Viet Nam a a caunth^. ffl/. aht erk^a^ecl ut

iectofi . TAa IS , fy liu ib fu i^ t i-s im f-hbuit J k

1/ BACK GROUM3



the National economy. There is big number o f workers working in this 

bringing economic ejffective’̂  well as cultural value and increasing farmers' 

income.

21 VIETNAMESE GOVERNMENTS POLICY TOWARDS THE 

TRADITIONAL HANDICRAFTS DEVELOPMei\iT 

Realizing the important role o f traditional handicraft, since 1986 

Vietnamese government paid more attention in recovering traditional 

handicraft and developing the new. The government launches policies to 

encourage domestic capital and foreign investment in traditional handicraft 

in general and in wooden fine art in particular baseiion conserving and 

succeeding the National traditional elite and heritage.

The Vietnamese government issued some favorable policies to facilitate and 

encourage import-export these products as:

- Export tax is totally exempted

- Capital is grated to manufacture with low rate.

- Suitable regulations wŝ a issued in favor o f export.

According to 1995’s statistic study release by Vietnam's Statistic Department 

there was :

- Total cooperatives : 20,250*

- Total farmer : 38,462,000 co-operators.

- In there : 14,762,000 co-operators ( 64% ) had handicrafts activities.

In its plan to develop the export o f main items in the period from 1996 to 

2010 Vietnamese government advocates to focus and stimulate investment 

in some manufacturing and processing sectors which operate as following:

- Attracting a large number o f worker

- Small capital



- Taking advantage o f the domestic available materials.

In this//e<^ handicraft in general and wooden fine art in particular have new 

ii-end o f development in fiiture , however  ̂ it needi to le-oi'cjaridse 

manufacturing base on skillful works with mode/* technology and machine in 

order to increase the high quality as well as big quantity ^

in/., *•

3/ CURRENT SITUATION OF WOODEN FiNE ART 

A / Conception:
o j

Wooden fine art is famous art product producmg base on combination the 

following traditional handicrafts;

- Furniture manufacturing

- Carving

- Pear inlaying

- Polish lacquer

- Knitting

Wooden fine art uses various kinds o f materials such as stone, wood, 

bamboo, pear, snail shell, eggs cover...making together by skillfu l workers. 

Vietnamese wooden fine art really attract a lot o f foreign custome/iand many 

contracts have been signed with regular customers

In the last 5 years, thanks the Vietnamese government's opening policies 

wooden fine art has found its place in the cconomy and increase both quality 

and quantity. The products are sold not only in the domestic market but also 

exported to the Asian market as Taiwan. Chine, Japan as well as European 

market as France, Italy...



B/ Main export items :

List o f export 

products

unit 1991 1992 1993 1994 1995

I/Main products 1000$ L2470 3,454 4,4 3,335 2,625

- Wooden fine arc - 0,3668 1,256 1,870 2,084 1,375

- Embroiderinĝ 1
1
1 -[ 0,489 0,3768 1,311 1,667 1,25

- Ceramic - 0,3423 1,1932 1,779 1,251 1,00

- Others -

IV T o ta l: 2,445 6,280 9,361 8,337 6,250

Ill'W ooden ( ra tio ) 51 55 47 40 42

C/Main foreign market importing wooden fine art products :

List o f countries impcrting

1993 1995

Unit Sale

1000$

Share

(% )

Sale

1000$

Share

(% )

Singapore 1000$ 0,484 11 0,210 8

Taiwan - 1,320 30 0,972 37

France - 0,352 8 0,131 5

German -
A 5 0,079 3

Japan - 0,528 12 0,473 18

Chine 0,836 19 0,656 25

Others countries ... 0.660 15 0,105 4

Total : 4,4 2,625



Side by favorable polities and market the Vietnamese wooden fine art's 

manufacturing has new trials.

Because o f the Wooden fine art's peculiarity its products have been made
'hvnru

by hand^ousands years. In the last few years in order to increase the art 

value the processing has been mechanized but only in some parts. In other 

hand due to small capital and low level o f technical and tcchnolog>’ the 

wooden products although are skillfu l and high quality can not exist in 

inclement weather o f others countries.

These reasons make many difficulties to keep the regular parents and 

find the stabilize consumers' market. Its influence in the following items:

- K in d  o f  produ cts:

Although there are some different sorts and kinds o f products but it's hê

simple in order to go with hand-processing, so the

abihties o f skillfu l workers- w'iM he. .

-  M anufacturing organ izin g:

Make by hand with simple machine can not mafc  ̂produce. Each product is 

complicated. It make more difficulties and in transportation, special

for export.

- Productivity and quality :

The products are made with different • quality, low producing capacity can 

not respond the big order.

- Delivery iime:

Making by hand can not respond the stick requests about the quality, 

quantity and delive^time.

- P rices  :

Only small number o f the hand products are high quality, so that its ' very



expensive can not support the large numbers o f consumers in domestic and 

foreign m arket.

^  Base on ahve ' tiiat reorganizing produce handicraft in

general and wooden fine art in particular is necessary with new technical
jo

and technology suitable our condition together with keeping traditional 

work in order to build the small production enterprise whcĉ . can increase 

capacity and quality o f products. It can reduce the working time, the prices 

o f products to respond the high requests o f art, quality and quantity o f 

domestic and foreign consumers , markets.

This is the model o f new cooperative in order to ĵn̂ hoyê  both quality and 

quantity processing,organizing, using the national skillfu l uy

traditional handicraft' villages:

WOODEN FINE ART MANUFACTURING COOPERATIVES

ITEMS OF NEW INVESTMENT ITEMS OF TRADITIONAL 

HANDICRAFT

- Modem technology - Traditional handicraft

- Modem machines - Using the skillfu l workers in

- High standard o f quality and different" ages at village :

quantity + Work in cooperatives

-SPECIALV EDUCATED

Management and marketing + Phocessi^^ the -

officers are educated. products at home

- Increasing skillful workers

- Designers educated and making

trials.



- Build one wooden fine art cooperative as an example in order to continue 

study the abilities to keep and develop traditional handicraft in Vietnam.

- Apply modem technology in manufacturing hand fine art combine with the 

skillfu l o f workers, using local available material to make a good product 

w ith high quality to respond art requests and big quantity o f domestic and 

foreign markets.

- Increase workers' income, guarantee their stabilize works, attract big work 

force.

Base/on practical activities o f this cooperativ'e' y -Wô :
ynoht-

experiment in building'̂ cooperatives in different regions o f countri^ ’ for 

different fields of traditional handicraft.

1/ MODEL OF COOPERATIVE
-io ^

- Invest capital to build a small factory manufacture wooden fine art using 

the modem technology combine with hand works.

2/ MANUFACTURING PLAN

This factory is invested to manufacture the following traditional products:

- Wooden carved and mother - of - pearl inlaid furniture.

- Wooden fiiraiture with stone - carving .

- Lacquer wood: Polish lacquer, lacquer with golden carver...

- Wood combining with cane, bamboo...

- Bamboo products with cane.

SyTECHNICAL STANDARDS 

A- Planing productivity :

500 m  ̂ o f finished products / year ,

n / THE TARGET OF PRO.IECT



B - Estimated capital investment:

- Machine : USD 200,000

- Main building; USD 60,000

- Production for experiment: USD 20.000 US

Tota l; USD 2|0,000 US

c- Estimated pay back period : 5 years 

4/ BASIC OF EXPENDITURES FOR PRODUCTION.

A - Standardize normative of technical and raw materials, fiiel:
- Following the statistic o f 14 years experience working in wooden fine 

art's production.

- Following the document o f Vietnamese A.cademic Institute, Central 

committee o f Vietnamese Cooperative Union and Agricultural ministry.

B - Price of raw material
Following the present price o f raw material in domestic market and 

importing material with 15% increasing price per year.

C - Salary and management expenditure
Following the Vietnamese government's policy.

D - Bank interest for capital investment 
Estimated maximum 6.5% per year.

Period o f repayment: 5 years 

E - Bank interest for short term working capital:

Following the regulation o f Vietnamese National bank.

G - Selling price of product:
Following the experience selling in International market for last 5 years o f 

export product and product selling in domestic market.
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H - Tax :

Following the tax law of Vietnamese government.

5 / INVESTMENT FORM

Long tenn investment, applying nev/ technology and machine in order to 

improve processing wooden fine art' production.

6 / e s t im a t e d  ,. . SOURCES OF CAPiTAL INVESTMENT.

- Estimated loan firom abroad ( Ob^annicdwi iofv development support 

for medium and small cooperatives ) ;

200,000 U ^w iih  loan interest 2,5% -  6.5% per year.

- Government' s loan ( Vietnamese National bank ) :

30,000 US^with loan interest 6.5 -  8.5% per year.

- Share Capital from Cooperators ; 40,000 US^

K T/M A R K E TIN G  RESEA.RCH

1 /MARKETS STRATEGY

- Domestic consumer ; 30-40% productivity's.

- Export: 60-65%

In there: A*sian market: 40%

European market: 20-25%

21 COMPETITIVE ABILITIES IN MARKET 

A  -Resent view o f manufacturing and selling products :

- Before 1995 the production o f wooden fine art had been relative^stabilize. 

But after 1995 the production and export has comedown because o f higher 

and higher request o f quality and rational price. By the time Vietnamese 

products can not respond the order o f customer about quality, quantity and

9



deliver time, so the prestige o f Vietnamese products reduce in the 

market. In order to keep high quaUty, most o f Vietnamese wooden fme art 

products export to Taiwan, Chine and Thailand to refine and polish the face 

of products and after that re-export to other market.

Many foreign customer-want to import direct from Vietnam but complicated 

technology is still not high enough to support the request o f custome>̂ 5 

Now in Vietnam there are some jo int enterprise furniture production o f 

Taiwan, Japan has effective actions.

B - Comparative abilities

Base on producing situation applying new machine and technology with 

increasing skill.  ̂ the wooden fine art has a good market in 5 years.

io h e ^ r )y  cL fim . am iirm i'S>  d c iA u j, .

- The high quality wooden fine art product with rational price \,anei ' '

Sihe.d(MpoA-im  ̂ firom Vietnam, where has a rich local material and work

force, has competitive abilities in International market.

3/ DEVELOPING ABILITIES OF MODEL

Nowadays only in Red river delta there are approximately 200 

that can use this model for production different/ products. For 

wooden fine art in particular there are hundreds coopei-atives because this 

model is suitable with practiccti'condition in Vietnam now and in 10 years 

future.

4/ ESTIMATED SELLING PRICE:

- Wooden carving ; 25,000,000.00 VND/ m"’ product

- Bamboo and cane product: -9',000,000.00 VND/ m  ̂product,

10



IV/ TECHNICAL AND TECHNOLOGY

1 / PRODUCTION PLAN.

A  - Building place :

- Production line o f wooden fine art is placed in Giap bat town ( surtboard o f 

Hanoi 11 km from the city center. It is situated near some traditional 

handicraft villages as wooden carving, lacquer o f red river delta in 50 km 

diameter ),

- Comfortable transportation both by road and by train.

- Water and communication system is available and respond the modchfp 

request o f communication.

- Total land is : 10,000 m"

In there ; work shop and store area is 9000 m"

B - Production program:

Base on material and work force abilities, consumers' market and 

management abilities and capital investment now cooperatives' productivity^ 

is 500 in’’ o f finished products per year.

- The production lines are placed in 4 departments:

-r Wooden machine department 

+ Bamboo and cane production department 

+ Handicraft work shop: Carving, lacquer, stone... 

+ Fitting and decorating, package department.

- Worldng regime : 2 shifts x 8 hours / day

260 working days per year

- Products' structure :

+ Wooden fine a r t: 60% output.

+ Bamboo and cane; 40%

11



C - Estimated production plan for first 5 years :( / year )

No Production lines First Second Third Fourth Fifth

1 Production line for 

wooden details

180 210 240 270 300

2 Production line for 

bamboo and cane details

120 140 160 180 200

3 Manual production line
1

300
1

350 400 450 500

4 Production line for 

assemblage, decorating 

and package

300 350 400 450 500

i

1

' 1 ’.̂ +o Ii. WL4XJ.
i
i 1 
1 I

300 i 350 400
1
i1

450 500

21 PRODUCTION SYSTEM AND TECHNOLOGY

a - sketch o f production line ( Appendix 03 )

b - List o f machine and price (Appendix 04 )

c - Implementation schedule o f project (Appendix 05 )

3/ REQUIREMENT- MATERIAL - ENERGY - WATER - ELECTRiCiTY 

AND OTHER ENERGY.

A / M ateria l:

The main material for production line of wooden iine art includes ; 
cf^nadn-

- Wood \/ in Vietnam include' forest and garden trees as ....

Dalbergia, canan/, Ironwood......

- Bamboo, canes in different kind .

12



Although now Vietnamese government has closing forest policy and lim its// 

export'̂ raw wood and wooden material, but for wooden fine art in particular 

the government still encourage produciion and export. Each year ihe 

government permitsto and manufacture fix  number o f wood for each

region.

The necessary' wood quantity for one factory production wooden fine art 

is 1,000 m' o f log per year is not big, so that supporting material for stabilize 

production is guarantee^.More-ever, nowadays Vietnamese government has 

permission to import raw wood and material from Mianma and Laos in next

10 years for production and re-export wooden products .

i f  Is
Even’̂ this m*odel"'deveiopW all'/country the material support is still 

guarantee^

- Bamboo and cahes ^

This is a big source and easier to reforest. Deve^iiwi^cycle, is 5 years 

maximum. Following the experience and document o f A_gricultnrai ministry 

now the capacity o f bamboo is 5.5 billion trees, in there the forest bamboo 

approximately is 3,9 billion. Only in 150 km diameter around Hanoi now 

there is 120,000 ha with capacity nearly 1.8 billion trees can be used.

For the canes because during 20 years the exploitation had not been 

limited so that the capacity' is not big. But this is only 1 0 ^^  all material. 

Cane supporting is not difficult. In other hand canes can be imponed from 

Laos with a big quantify.

-r The requirement o f material fo r prodncf.on:

- Wood: 1,000 m" o f log per year

- Bamboo : 300 tons per year ( approximately 25.000 trees )

13



- Canes ; 20 tons per year

+ Ratio o f main materials' diminish :

2.0 m' material per Im^ product 

1.6 tons bamboo, cane per Im^ product 

+ Present price o f material:

- Wood ( Average price ) :  7,500,000 VND/m'

- Bamboo: 1,000,000 VND/ Ton 

-Cane: 1,500,000 VND/Ton

B/Other accessories for production

Included the following :

- Chemical liquid agaiiinvhite ant and musty.

- Chemical to handle bamboo, canes material ( H2O2, Borax, S )

+ O ther m ateria l f o r  d ecora tin g  :

- Mother-of-pearl , stone , cover cloth, false leather cloth , Natural paint, 

chemical paint, Synthetic varnish , Shellac , Glue, ...

+ The accessories f o r  f i t t in g  a n d  p a ck a g e  produ cts:

- Metal material: nail, hinge, lock, hand holder

- Cover, paper material again hitting and moisture 

-f The m ateria l f o r  p ro cessin g :

- Emery paper for polishing

- Cutting tools

- Pohshed stone

- Oil for machines

- Replacing spares

14



A ll these material are supported by domestic market both quality and

quantity, even by importing its.
_  . iAe . .
jholiowing^'statisticsand experience from 10 years practicstproduction,other 

materials only 2.5-3.0%''production

C / Requirement o f electricity and other energy supporting

- Requirement of electricity ; 150 kw

- Other energy : 40 tons o f wooden coal per year.

D / Requirement o f water supporting :

- Cleaning water for experiment: 100 1/day

- Living water; O.Sm'/person x  50 person/'day = 25 m  ̂ /day

- Waier for production ( Handle material...) 25mVday

- Water against fwe-100 m"

4 / EXTEND BUILDING AND LIST OF PROJECTS 

A / Requirement o f land :

Using all area in Giap bat town is 10,000 m"

B / Plan fo r processing department placed : ( Appendix 02 )

C / L ist of projects and contractors :

Name o f projects Quantity Price Amount

- W ork shop with 720 m^ 01 420.000.000,00 420.000.000,00

- Rebuilding store 240 m" 01 60.000.000.00 60.000.000.00

- Repair tlie inside road 1000 m- 100.000,00 100.000.000,00

- Drying kiln 01 90.000.000,00 90.000.000,00

- Proteciion against fire 20.000.000,00 20.000.000,00

- Main .building and other 

office's equipment.
1

60.000.000,00
i

60.000.000,00

Total 750.000.000,00

15



D / Structure of project:

The work shop and store are used metal frames, wall made by brick, 

roofing iron roof energy rerlecied with area 720 m2 and 240 m2 ( following 

Vietnamese standard )

6/ ENVlRONrvlENT PROTECTiON.

- The Environment protection method has been studied following the 

standard o f Vietnamese Technology and Environment Ministry.

- Handle the waste gas

- Handle the waste water

- Protection against noise (/W  ^<^W/Mijicluderfin the price o f machine and 

transfer technology )

V/ Q RG m ZE  PRODUCnCN MANAGEMENT.

1 ■ ORGAN !Z477w STRUCTURE

Name ; Wooden line art production cooperative.

O r2aniz< :?i/W  mG.de.l-

16



In there  : W ork shop includes;

- Wooden production work shop

- Bamboo and cane production work shop

- Manual production work shop .

- Fitting, decorating and package work shop

2. ORGANIZED MANAGEMENT PRODUCTION SYSTEM

a. Management and operation: 09 persons

- ■ 01 person

manager: 0^ -

- : 06

15. UciiiaJifl Oi work lorce:

Total o f co-operators : 89 persons 

In there:

- Indirect production works 17 person

- Direct production co-operators 72 -

- Estimated number of working hou sehold in home :

70-100 families

3. WORKING REG!ME

- 2 shifts/day and 8 hours /shift

- 260 worldng days / year

4. SALARY

Salary depend on number of products :2,500.000.VND/m^ product

17



1/ !NVEST^y^ENT CAPITAL OF THE PROJECT

- Production lines for wooden and bamboo, cane detail; 2,5 billion VNP

- Main building : 0,75 billion VND

- Education and experiment for production: 0.125 billion VND

Total: 3.375 billion VND

W  FINANCIAL ^ALYSIS ;

2/ ESTIMATED FiNANCiAL RESOURCE :

- Loan from abroad : 200,000 USf= 2.5 billion VND ( 5 years )

- Govemmet's loan : 30,000 USf = 0.375 billion VND

- Share capital from farmer ■ 40,000 U S ^ 0.5 billion VND

SOURCES
j
I AMOUNT 

(VND)1

INTEREST RATE REP.mffiNT

SaTFDULE

1-loan from abroad. 1 cz.jwu Diuion 6.5 % Period o f

2-Goverament's loan U.375 billion 6.5 % payment: 5 years

3-Share capital 0.500 billion 0%
!

Total :

1

3375 billion VND

The weighted average cost o f capital:

2.5 billion 0.375 billion 0.5 billion

--------------  X  6.5% + ----------------  X  6.5% + ----------------- X  Ô-o = 6.5%

3.375 b ill 3.375 b ill 3.375 b ill

18



3. ESTIMATED ANNUAL EXSFENSES . 

A - Fixed cost.

Content Unit Quaniity

Volume

Price

( ^ O O O V N P y

Amount 

(1000 W D  )

1- Depreciation o f work shop for VND 20% ^ . b O O . O / ) V 675.000

5 years period
1 1

2- Long term ioan interest - 6.5% 186.875

3- Consumption expenses - 12% 162.,144.652

4 - Managerment expenses •» 3%
1

248,081.318

Total ; V*ND i 1
1
1

1272,100,970

B - Variabe cost: ( j?e/L ?

Content Unit

i

Quantity

Volume

Price
1I

{ Amount
1

(1000 D )

1 .Material ii
j

-W ood 111
cc\r\ 7,500 4,500,000

- Bamboo Ton 300 1,000 300,000

- Cane 1 20 1,500 30,000

2. Chemical 1

- Glue UF Ton 0.75 8,000 6,000

- Lecture ( P.E, P.U, P.V ) - 0.54 60,000 32,400

- Other chemical (H 2O2, Borax,.. - 2 5,750
1

11,500

3. Cutting tool, emer>' paper.

pohshed stone VND 500 90//n^^Ffi 45,000

4.Other accessories

(n a il, hinge, h an d  h o lder...) - 500 350 /;;,-'^^ 175,000
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5. E lectricity:

- For mother-of-pearl inlaid Kwh/m^ 18.600 1.00 18,600

wooden furniture

{62]cyvh/m^ p ro d u c t X 200

/y e a r  X 1000 VND/kwh )

-For Bamboo and cane products - 8400 1.00 8,400

(4 2 k w h /n / x 200m^ / y e a r )

6. Water; M" 12.500 1.00 12,500

( 5 0  m^/day x 250  d a ys /yea r  )

7. Firewood , coal Ton 40 200 8,000

8. Salary 500 2,500 1,250,000

9. Interest on working capital VND 12%
1

1 767,688

10. Expending for stop - 1% ! 80,269.630

procession and wrong product

11. Tax o f total revenue - 6% 4000.000
1

240,000

( For 40% product selling in -

domestic market)

Total

1

7485,357.63

VND/m^

C. Total of Estimated annual esspenses .

Content Amount ( VND ) Remarks

1- Fixed cost 

2 - Variabe cost

1,272,100.97

7,485,357.63

Total

8,757,458.601

VND
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4. ESTIMATED ANNUAL WORKING CAPITAL

Content Unit Quantity

Volume

Price Amount 

(1000 VND)
1. Material 

-Wood m" 600 7,500 4,500,000
- Bamboo Ton 300 1,000 300,000

- Cane - 20 1,500 30,000

2. Chemical 

- Glue UF Ton 0.75 8,000 6,000

-Lecture ( P.E, P.U, P.V) - 0.54 60,000 32,400

- Other chemical (H2O2, Borax... - 5,750 11,500

3. Cutting tool, emery paper, 

polished stone VND 500 90

1

45,000

4.Other accessories 

(n a il  hinge, hand holder...) 500 350 175,000

5. Electricitv:

- For mother-of-pearl inlaid Kwh/m^ 18.600 1.00 18,600

wooden fiiniiture

{62kwh/in^ product X 200 /year 

X I ODD VND/t\vh )

-For Bamboo and cane products 8400 1.00 8,400

{42kwh/'m^ X 200m^ /y e a r ) 

6. Water; 12.500 1.00 12,500

(5 0  /day x 250 days/year) 

7. Firewood, coal Ton 40 200 8,000

8. Salary VND 500 2,500 1,250,000

Total 7485,357.63

VND
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PRODUCT: 
A - Cost price of wood product:

5 /ESTIMATED COST PRICE AND SELLING PRICE OF

N. Content Amount
(W D /m ')

1 Main material:
( Price increasing ratio 15%  ) = 2.00m  ̂wood /m  ̂
SP X 6,500.000 D/m"

15,000,000.00

2

1

Chemical:
- Glue U F : 1.5 kg /m' x S.OOG D/kg
- Synthetic varnish ( PE, Pu ..)
1.08 k^/m 'SPx 60.000 D/kg

12,000.00
68,400.00

3 Cutting tool 90,000.00

4
1

Other accessories 350,000.00

11
blectr.cir/: t>2 kwh/m^SP x 1000 D/kwh 62,000.00

i 6 Water;( distributed for wood product 60S'o) 25,000.00

7 fuel: 16,000.00

8 Salar>' - Insurance 2,500,000.00

Total: Z1 ^ 8 1 ^,J55,^{OO.00

9 Depreciation of work shop :

( distributed for wood product 60%)

1,350,000.00

10 Long term loan interest: 

distributed for wood product 60%)

373,750.00

11 Interest on working capital 

12%/yearxZl ^ 8 = 18.123.400 VND '

2,174,808.00

12 Expenses for stop procession and wrong product 1% 220,217.00

13 Consumption expenses ( 2% ) 444,838.50

14 Managerment expenses ( 3%) 680,602.90

Total: Z1 14 23,367,366.00

15 Tax of total revenue :
25.000.000 VND/m" x 6% xl00mV300m' Pr 400,000.00

Total cost: 23,767,366.00
VND/m'
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Estimated selling price ; 25,000,000.00 VND / production.

Estimated profit befop<etax : 1,132,633.00 VMD / m  ̂product

Estimated annual profit ; 339,790,053.00 VND/year

B. Estimated price o f bamboo and cane product:

N. r\r\ Amount
(W D/m ^)

1 iv'Iain m aierial; r  ■ ■

- Cane : 6.6%xl.6 ton/'m’'' x  1,500,000.0 DVN 160,000.00

- Bamboo; 93.4% x 1.6 ton./m^ x 1,000,000 1^494,400.00

2 Chemical;
1
- Glue U.F: 1.5 kg/'m' pr. x 8,000 .00 VND 12,000.00

i

1

- Synthetic varnish ( P.E, P.U...) 

1.08 kg./m\x 60,000 V N D /kg

- Other chemical ( H2O2, Borx...) 

lOks:/ x 5.750 D W

1

64.800.00

57.750.00
n Cutting tools, emery paper 90,000.00

4 Other accessories 150,000.00

Electricity: 42kwh/'m" x LOOO DVN /kwh 42,000.00

6 Water 25,000.00

7 Energ>’ ,Fuel 16,000.00

8 Salary' - Insurance 2,500,000.00

T o ia i; L  1 8 4,611,200.00

9 Depreciation o f work shop; (distributed 40% 

for bamboo and cane product )

1,350,000.00

10 Interest on working capital 12% per year 553,344.00

11 Long term loan interest (distributed 40%o for 373,750.00
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200 m  ̂ / year o f bamboo and cane product )

12 Expend for wrong product and stop work : 1 % 68,882.90

13 Expend for marketing 2% 139,143.54

14! Management expend 3% 212,889.61

15 Tax revenue ( 6% x20% revenue selling in 
domestic m arket) 300,000.00

Total cost: 7,609,210.00 
VND / m  ̂Pr

Estimated selling price: 1000 USD/m^ product = 12.500VND/m^ . 
Estimated profit before tax ( Im^ product): 4,890,789 VND/m^

Estimated annual profit before tax : 978,157,981 VND/year

6.E3T1MATED REQUIREMENT OF ANNUAL WORKING CAPITAL

Year of pro ject
Estimated

productivity
Quantiiy 
m3/year

working capital 
• ( 1000 VND)

Year I 60%
- Wooden product 180
- bamboo and cane product 120

Total ; 300 3.838.440,00
Year II 70%

- Wooden product 210
- bamboo and cane product 140

Total : 350 4.478.180,00
Year III 80%

- Wooden product 240
- bamboo and cane product 160

T ota l: 400 5.117.920,00
Year IV 90%

- Wooden product 270
- bamboo and cane product 180

Tota l; 450 5.757.660,00
Year V

- Wooden product
- bamboo and cane product

T o ta l:

100%
300
200
500 6.397.400,00
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6 - ESTIMATED ECONOMIC EFFECTS: 

A - Estimated annual revenue - profit:

Year I II III IV V Total

Total revenue 

mV year

300 350 400 450 500

Working capital 3.838.440 4.478.180 5.117.920 5.757.660 6.397 400

Interest on 

working capital

460.612,8 537.382,32 614.150,4 690.919,2 767.688,0 3.070.752.7

Depreciation 405.000 472.500,00 540.000,0 607.500,0 675.000,0 2.700.000,0

Expenses 5.254.475,16 6.130.221,02 7.005.966,88 7.881.712,74 8.757.458,6 -

Revenue 6.000.000 7.000.000 8.000.000 9.000.000 10.000.000 -

Profit before tax 745.524.84 869.778.98 994.033,12 1.118.287,26 1.242.541,4 4.970.175,6

Income tax 30% 223.657,45 260.933,69 298.209,94 335.486,17 372.762,42 1491.049.67



B - Estimated repayment plan :

REPAYMENT PLAN FOR LONG TERM LOAN CAPITAL

( i n ;  1000 V N D )

Year y e a r  I Year II Year III Year IV YearV Total

Loan capital /  year 3375.000 3000.000 2500.000 1900.000 1000.000

1-Aimuai payback 

fo r loan capital 

- Total loan capital 375.000 500,000 600,000 900,000 1000,000 3.375,000

- Long term  loan 219,375 195.000 162.500
1

123.500 65,000 765,375

interest (6.5% )  

Total I ; ' 594,375
j

695,000 762.500 1023,500 1065,000 4140,375

2- Annual 

R q3a}^en t sources 

- F rom  depreciation 405,000.00 472,500.00 540,000.00 607 ,500 .00 675,000.00

- From  incom e50% 372,672.42 434,889.49 479,016.56 559,143.63 612,270.73

Total U; 777,762.42 907,389.49 1037,016.56 1166,643.63 1287,270.73 5175.992,83

Note : Distributing the profit as follow :
- Income tax : 30%
- Loan capital repayment : 50%
- Reproduction and allocated profit for farmers : 20%

As above mentioned , annual repayment sources for loan (6.5 % interest) including : 
+ from annual depreciation value o f workshop in the production cost 
+ From 50% annual p ro fit.
- Total long term loan capital and interest for repayment in 5 years :

4,140,375,000.00 VND = Nvno
- Total repayment sources in 5 years ; 5,176,082,830.00 VND = Tno

Tno = 1.25 xNvno
Conclusion :

Repayment abilities is viable .
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C -Break - even point analysis :

- P ; Profit

- S ; Revenue

- FC ; Fixed cost

- VC : variabe cost

- p : ratio o f variable cost and selling revenue ( p = VC/S ) 

From the data o f total annual expenses for both kind product;

- Revenue o f wooden product: 300 /year

- Revenue o f bamboo and cane product: 200 /year 

The break - even point as follow :

FC = 1.272.100.970 VND 

VC = 7.485.357.631 VND

S = lO.OOO.OOO.OOO.VND

p = 7.485.357.631 VND /10.000.000.000 VND = 0.7485 

a - Breaken - even revenue :

P = S - ( FC + p.S )

( Profit at the breaken-even point = 0 ) Therefore ,

P = S - ( F C  + 0.7485 x S ) = 0

0 = S - ( 1.272.100.970 VND + 0.7485 x S )

8 = 5.058.055.546 VND.

Revenue at the breaken - even point = 5.058.055.546 VND.

B - Output :

The output at the breaken-even point = 50.58% = 252.9 m'' Pr /year 

In there at the breaken - even po in t:

- Output o f the wooden product: 151.74 m3 Pr /year .

- Output o f the bamboo and cane product: 101.16 Pr/year .
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- G raph ica lly  b rea k  - even  p o i n t :

IGO
1 , 0 0 0 . 0 0 0 , 0 0 0  Y N D  ( U N I T )



v n / SOCIEIY ADVANTAGE :

The traditional handicraft cooperatives in general and wooden fine art 

cooperative in particular have an active role in economy development and 

increasing cultural life of Vietnamese country. It help to improve the living 

standard, winding local business and establish cultural handicraft region 

with special attraction for economy and tourist development.

in present time the Vietnamese government has policy to keep and 

develop the traditional handicraft base on studying and experience in 

practice of long time working, finding the best creation and skillful work 

encourage to build the new region of handicraft production in all country.

More over this mcdej expect to build one cooperative of wooden fine arc 

production using the hi.gh technical and technology together with keeping 

the skiilftil of hand making in order to have the high quality product can ' 

respond the request of foreign consumers in international market. From this 

we can develop more cooperatives in different traditional handicraft 

production.

Beside this arm the production model attract approximately 100 

workers working dircct in production line and hundreds families c.an have 

work at their home making the products' details.

Nowada^/s the Vietnamese natural resources has been down. Using 

These resources to make the high quality and cultural value is necessar\^ and 

urgent. On the other hand we should change from using the precious 

material to using the material with a big capacit>-' and easy to restore as 

bamboo, cane, stone... in order to develop country' and environment protect. 

This is the urgent and important problem not only in Vietnam but also in all 

the world.
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0  -

* N O T E
1 laT E R T A L  AND ACCESSO RIES
2  DRYING K ILN  M l  3
3  P R O C E S S  R A N  PRODUCT

i f f ,  M 2 , M 3 , M 4 .  M 5 . M G . M 7 , M 8 , M 9 , M 1  0 , Mi Z
4  A SSE M B LE  AND COMPLEEATE PRODUCT M 14
5  PO LISH  PRO D U CT M l 5',
6  MANUAL PROCESINQ : CARVING,WICKERWORK,LACQUER. 

7 - 8  QUANLITY CONTROL
9  PACKAGING

1 0  STORAGE
11 CONSUMPTION



APPENDIX 04

LIST OFTHEMACHIN ES AND EQUIPMEN TS
No Marks Machines and equipments Quantity LYiit price 

(IJSD)
Ajnount
(USD)

1 M l Groos cutting sirculai Saw 
(T ip .O M G A -350)

01 2,960.00 2,960.00

2 M2 Sircular Saw 
( Tip. PAOLONI - 1300 )

02 8,400.00 16,800.00

3 M3 Band fret - Saw 
{ Tip. PAOLONI ^

04 9,600.00 9,600.00

4 M4 Planing machine 
(E L  Pip .PAOLONI)

01 13,200.00 13,200.00

5 M5 Thickness planing machine 
( Tip.PAOLONI)

01 7,400.00 7,400.00

-C M6 4 - Sides planing machine 
( Tip.SMC . 005 )

01 20,44-0.00 20M0.GG

-T/ \ Xfrii IVi/ universal processing machine 
(Tip. SCM'mod. BAaC.2.) '

01 31,200.00 31,200.00

8 M8
1
1

29 head d rill machine (Tip. 
MASrhkWOOD - Mod.B29 )

01 11,200.00 11,200.00

9 M9 Praise machine 
( Mod. 1140 Tip. PAOLO^^ )

01 6,640.00 6,640.00

10 MIO Machine
( Tip. MEMBER - 3000 )

01 4,720.00 4,720.00

11 M i l Copy lathe machine 
( Tip. Brusa)

01 18,600.00 18,600.00

12 M12 Polishing machine 
(Tip. Brasa)

01 6,800.00 6,800.00

13 M13 Drying kiln 01 10,000.00 10,000.00
14 M14 Compressor 03 2.500.00 7,500.00
15 M15 Surface kandling and 

lacquerring equipment
01 9,800.00 19,800.00

16 M16 Stick polishing machine 
( Tip. Brasa )-

01 1 6,800.00 6,800.00

17
1

Hand machines and hand 
cutting tools

20 sets 582.00 11,640.00

18 Sfare farts v ,̂000.00 5,000.00
T ota l: 200,000.00

USD
200,000.00 USD = 2,500,000,000.00 VND



a p p e n d ix  05 :

GRAPH FOR lA/lPUEMENTATrON SCHEDULE OF PROJECT

Content

Implementation schedule 
( month)

8 10-12

1- Solution formalities :

( loan capital, leg a l...)

2- Contract to import the machine 

,equipment for production .

3- Building workshop

4 - Control, transportation machine

equipment.......

5- Specialty educated

6 - Assemblage, testing and putting 

production line into operation .
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Signing contracts for composing, restoring, producing and exporting line 
irt and handicraft products made by wood, wood painted with vermilion 
jnd giit. lacquer, ceramic, ceramic, stone, mother of peartl...'
^ackinq services and delivery to any countries in the world by air or by 
;ea for further information, please conlact to KIMA 
-ax no : (34 - 4) 3.21111 2 - (84 - 4) 9.725566

sad offica ; 11 Thi Sach S i r  - Hai f3a Trung Dist 
anoi Vietnam
n/Fax : 84 - 4 - 9.725565 Tel/Fax : 84 - 4 - 8.211112
orks ; 46 Bach Khoa District Hai Ba Trung - Hanoi
anch ; 25/Y2 Lane Cuu Long - Tan Binh Dist - Ho Chi Minh City



Signing coniracts for composing, rss!or:ng. producing and exporiing fin?? 
art and handicraft producis made by wood, wooa p.-iinted wuh vermiiion 
and gi't. iacquer. ceramic, ceramic, sione rnoiher o? psart!...
Pack ing  Jiervices and ceiivery ?o any ccuntriGS world by air or b /
S8S ior further informaiion. pleasG conlact  !0 KiFi/fA

-  F a x  n o  : ( 6 4  - 4 )  8 . 2 1 1 1  ! 2 - [SA - 4 )  9 . 7 2 5 G 6 6

iaad off:.C8 : 11 Thi Sach Sir - Hai Ba Trung Dist 
lar,ol '• Vietnam 

■^'ei/Fax : 34 - 4 - 9.725355 ; Tel/.Fax : 04 » 4 - 8.211112
's'orks : 46 B a c h  Khoa District Hai Ba Trung  - Hanoi 
: r a n c h  ; 2 5 ' Y 2  Lanti Cuu Long - Tan Binh Dist - Ho Chi iVlinh City 

' n A  - A .  n  d 9 0 c ; m



1/ INVESTMENT CAPITAL OF THE PROJECT

- Production lines for wooden and bamboo, cane detail; 2.5 billion VND

- Main building : 0,75 billion VND

0.125 billion VND

3,375 billion VND

W  FIN^CIAL ANALYSIS ;

-

Total:

2/ ESTIMATED FiNANCiAL RESOURCE :

- Loan from abroad : 200,000 USf= 2.5 billion VND ( 5 years )

- Govemmet's loan ; 30,000 U S f =  0.375 billion VND

- Share capital from farmer : 40.000 U S ^  0.5 billion VND

SOURCES 1 AMOlNT

!  (VND)
1

INTEREST RATE RERAKVTFNT

Sa-IEDULE

i-loan ijom abroad.

1
1

1  r v  1 ’1 z.juu omion 6.5 % Period of

2-Govemment's loan 0.375 billion 6.5 % payment; 5 years

3-Share capital 0.500 biliion 0%

Total ; 3,375 billion VND

TJie w eigh ted  average cost o f  c a p i ta l:

2,5 billion 0.375 billion 0.5 billion

-------------- x 6 . 5 % + ---------------- X 6.5% + -----------------X 0% = 6 6 0 Z

3.375 bill 3.375 bill 3.375 bill

18



Financial Analysis:

( Figures in '000' VND).
Details Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

PROJECT COST:
Capital Cost. (3,250,000)
Working Capital Margin. (125,000)

Total Cost:- (3 ,375,000)

Per Year Production (m®):
W ooden Carving. 180 210 240 270 300
Bamboo & Cane. 120 140 160 180 200

Total:- 300 350 400 450 500
Sales Revenue;
W ooden Caiving @ 25,000  V N D  M^' 4,500,000 5,250,000 6,000,000 6,750,000 7,500,000
Bamboo & Cane @ 12,500 VN D  M''- 1,500,000 1,750,000 2,000,000 2,250,000 2,500,000

Total Sales Revenue:- 6,000,000 7,000,000 8,000,000 9,000,000 10,000,000

Cost of Production and Sales:
Raw Material @ 9,660  VN D  1/M^’ 2,898,000 3,381,000 3,864,000 4,347,000 4,830,000
Chemicals @ 99.8  1/M^ 29,940 34,930 39,920 44,910 49,900
Cutting Tools, etc. @ 90 1/M^' 27,000 31,500 36,000 40,500 45,000
Other Accessories @ 350 1/M^' 105,000 122,500 140,000 157,500 175,000
Electricity @ 54 1/M^' 16,200 18,900 21,600 24,300 27,000
W ater @ 25 1/M^' 7,500 8,750 10,000 11,250 12,500
Firewood, Coal @ 16 1/M^' 4,800 5,600 6,400 7,200 8,000
Salary @ 2500 I/M " 750,000 875,000 1,000,000 1,125,000 1,250,000

Sub-Total-1 3,838,440 4,478,180 5,117,920 5,757,660 6,397,400
Expenses for Stoppage and Wrong Products
@ 1%  (1/M^) of Sub-Total-1 Cost. 38,384 44,782 51,179 57,577 63,974
Packing Cost @ 1%  (I/M ") of Sub-Total-1 Cost. 38,384 44,782 51,179 57,577 63,974

Sub-Totai-2:- 3,915,209 4,567,744 5,220,278 5,872,813 6,525,348



W o rk in a  Caoital R eauirem ents:

Total Cost of Production and Sales (Sub-Total-3). 4,110,969 4,796,131 5,481,292 6,166,454 6,851,615
Half Year Requirement. 2,055,485 2,398,065 2,740,646 3,083,227 3,425,808
Working Capital Margin. 125,000 125,000 125,000 125,000 125,000
Working Capital Loan. 1,930,485 2,273,065 2,615,646 2,958,227 3,300,808
Interest on Working Capital @ 12%  p.a. 231,658 272,768 313,878 354,987 396,097

Lona Term  Loan R eoavm ent & Intt. S chedu le ;-

Loan at the Beginning of the Year. 2 ,875,000 2,300,000 1,725,000 1,150,000 575,000
Repayment of Principal. 575,000 575,000 575,000 575,000 575,000
Cash Surplus. 1,183,223 1,464,309 1,622,929 1,781,550 1,940,170
Net Cash Surplus. 608,223 889,309 1,047,929 1,206,550 1,365,170
Repaym ent of Interest @ 6.5%  pa. 186,875 149,500 112,125 74,750 37,375

Break-even Point:

Sales Revenue. 6,000,000 7,000,000 8,000,000 9,000,000 10,000,000
Variable Cost. 3 ,396,867 3,965,511 4,534,156 5,102,800 5,671,445
Contribution. 1,652,635 1,772,887 1,893,139 2,013,391 2,133,642
Fixed Cost (Depreciation + Interest on Long Term  Loan). 706,875 669,500 632,125 594,750 557,375
Capacity used at Break-even point ( % ). 0.43 0.38 0.33 0.30 0.26
Number of Products at Break-even point.
Wooden Carving. 77 79 80 80 78
Bamboo & Cane. 51 53 53 53

Total;- 128 132 134 133 131

D eoreciation  Schedule:

Cost of WorKsKofj & Building. 3,250,000
Salvage Value @  20% . 650,000
Depreciation @  20%  p.a. on remaining balance. 520,000 520,000 520,000 520,000 520,000



Selling & Distribution Expenses @ 2%  of Sub-Total-2 Cost. 78,304 91,355 104,406 117,456 130,507
Managem ent Expenses @ 3%  of Sub-Total-2 Cost. 117,456 137,032 156,608 176,184 195,760

Sub-Total-3:- 4,110,969 4,796,131 5,481,292 6,166,454 6,851,615
Interest on Working Capital Loan @ 12%  p.a. 231,658 272,768 313,878 354,987 396,097
Total Cost of Production and Saies:- 4,342,627 5,068,899 5,795,170 6,521,441 7,247,712
PBDIT. 1,657,373 1,931,101 2,204,830 2,478,559 2,752,288
Depreciation @  20% . 520,000 520,000 520,000 520,000 520,000
PBIT. 1,137,373 1,411,101 1,684,830 1,958,559 2,232,288
Interest on Long Term  Loan @ 6.5%  p.a. 186.875 149.500 112.125 74.750 37.375
PBT. 950,498 1,261,601 1,572,705 1,883,809 2,194,913
Income Tax @ 6%  on 40%  Local Sales. 270,000 126,160 157,271 188,381 219,491
Profit after Tax on Local Sales. 680,498 1,135,441 1,415,435 1,695,428 1,975,421
income Tax @ 30% . 204,149 340,632 424,630 508,628 592,626
PAT. 476.348 .._ „ 7 9 4 .8 0 9 990.804 1.186,800 1,382.795

Net Cash Flow. (3,375,000) 1,183,223 1,464,309 1,622,929 1,781,550 1,940,170
Salvage Value. 650,000
Margin Money Released. 125,000
Project Cash Flow. (3,375,000) 1,183,223 1,464,309 1,622,929 1,781,550 2,715,170

Net Present Value (NPV) @ 6.5%. 3,509,070
Internal Rate of Return (IRR). 37%

Variable Cost:
Cost as per Sub-Total-2. 3,915,209 4,567,744 5,220,278 5,872,813 6,525,348
Plus Interest on Working Capital Loan. 231,658 272,768 313,878 354,987 396,097
Less Salaries. 750,000 875,000 1,000,000 1,125,000 1,250,000
Total Variable Cost. 3,396,867 3,965,511 4,534,156 5,102,800 5,671,445

Fixed Cost:
Salaries. 750,000 875,000 1,000,000 1,125,000 1,250,000
Selling & Distribution Cost. 78,304 91,355 104,406 117,456 130,507
M anagement Cost. 117,456 137,032 156,608 176,184 195,760
Depreciation. 520,000 520,000 520,000 520,000 520,000
Interest on Loan Term  Loan. 186,875 149,500 112,125 74,750 37,375
Total Fixed Cost. 1,652,635 1,772,887 1,893,139 2,013,391 2,133,642



1/ iNVESTMEMT CAPITAL OF THE PROJECT

- Production lines for wooden and bamboo, cane detail; 2,5 billion VND

- Main building : 0,75 billion VND

0.125 billion VND

VI/ FINANCIAL ^AiYSIS :

- Mi.

Total: 3,375 billion VND

21 ESTIMATED FiNANCiAL RESOURCE :

- Loan from abroad : 200,000 USf= 2.5 billion VND ( 5 years )

- Govemmet's loan : 30,000 (JSf = 0.375 billion VND

- Share capital from farmer : 40.000 U S ^  0.5 billion VND

50U R C ES 1 A.MOUNT 

(VND)
1

INTEREST R A IT R E P .A M InT

Sa-ffiDUT.F,

1-loan Ixom abroad.

1

1 c" r\r\ \ •z.juu oiiiion 6.5 % Period of

2-Govemment's loan 0.375 billion 6.5 % payment;5 years

3-Share capital 0.500 biiiion 0 %

Total ; 3,375 biiiion VND

The yveighted average cost o f  c a p i ta l:

2.5 billion 0.375 billion 0.5 billion

----------------------------------------------------------  X  6.5% - r  -----------------------------------------------------------------  X  6.5% + -----------------X  0% =

3.375 bill 3.375 bill 3.375 bill
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Financial Analysis:

( Figures in '000' VND).
Details Year 0 Year 1 : Year 2 Year 3 : Year 4 Year 5

PROJECT COST:
Capital Cost. (3,250,000)
Working Capital IVIargin. (125,000)

Total Cost:- (3,375,000)

Per Year Production (m®):
W ooden Carving. 180 210 240 270 300
Bamboo & Cane. 120 140 160 180 200

Tota!;- 300 350 400 450 500
Sales Revenue:
Wooden Carving @ 25,000 VN D 4,500,000 5,250,000 6,000,000 6,750,000 7,500,000
Bamboo & Cane @ 12,500 VN D 1,500,000 1,750,000 2,000,000 2.250,000 2,500,000

Total Sales Revenue:- 6,000,000 7,000,000 8,000,000 9,000,000 10,000,000

Cost of Production and Sales:
Raw Material @ 9,660 VN D 1/M^' 2,898,000 3,381,000 3,864,000 4,347,000 4,830,000
Chemicals @ 99.8 1/M^' 29,940 34,930 39,920 44,910 49,900
Cutting Tools, etc. @ 90 1/M^' 27,000 31,500 36,000 40,500 45,000
Other Accessories @ 350 1/M^' 105,000 122,500 140,000 157,500 175,000
Electricity @ 54 1/M^’ 16,200 18,900 21,600 24,300 27,000
W ater @ 25 1/iVI -̂ 7,500 8,750 10,000 11,250 12,500
Firewood, Coal @ 16 1/M^' 4,800 5,600 6,400 7,200 8,000
Salary @ 2500 1/IVl''- 750,000 875,000 1,000,000 1,125,000 1,250,000

Sub-Total-1 3,838,440 4,478,180 5,117,920 5,757,660 6,397,400
Expenses for Stoppage and Wrong Products
@ 1%  (1/M^) of Sub-Total-1 Cost. 38,384 44,782 51,179 57,577 63,974
Packing Cost @ 1%  ( I /M ”) of Sub-Total-1 Cost. 38,384 44,782 51,179 57,577 63.974

Sub-Total-2:- 3,915,209 4,567,744 5,220,278 5,872,813 6,525,348



W o rk in a  Caoital R eauirem ents:

Total Cost of Production and Sales (Sub-Total-3). 4,110,969 4,796,131 5,481,292 6,166,454 6,851,615
Half Year Requirement. 2 ,055,465 2,398,065 2,740,646 3,083,227 3,425,808
Working Capital Margin. 125,000 125,000 125,000 125,000 125,000
Working Capital Loan. 1,930,485 2,273,065 2,615,646 2,958,227 3,300,808
Interest on Working Capital @ 12%  p.a. 231,658 272,768 313,878 354,987 396,097

Lon a Term  Loan R eoavm ent & Intt. S ch ed u le :-

Loan at the Beginning of the Year. 2,875,000 2,300,000 1,725,000 1,150,000 575,000
Repayment of Principal. 575,000 575,000 575,000 575,000 575,000
Cash Surplus. 1,183,223 1,464,309 1,622,929 1,781,550 1,940,170
Net Cash Surplus. 608,223 889,309 1,047,929 1,206,550 1,365,170
Repayment of Interest @ 6.5%  pa. 186,875 149,500 112,125 74,750 37,375

B reak-even Point:

Sales Revenue. 6,000,000 7,000,000 8,000,000 9,000,000 10,000,000
Variable Cost. 3,396,867 3,965,511 4,534,156 5,102,800 5,671,445
Contribution. 1,652,635 1,772,887 1,893,139 2,013,391 2,133,642
Fixed Cost (Depreciation + Interest on Long Term  Loan). 706,875 669,500 632,125 594,750 557,375
Capacity used at Break-even point ( % ). 0.43 0.38 0.33 0.30 0.26
Number of Products at Break-even point.
Wooden Carving. 77 79 80 80 78
Bamboo & Cane. 51 53 53 53 52

Total:- 128 132 134 133 131

D epreciation  Schedule:

Cost of WorKshflfj & Building. 3 ,250,000
Salvage Value @  20% . 650,000
Depreciation @  20%  p.a. on remaining balance. 520,000 520,000 520,000 520,000 520,000



Selling & Distribution Expenses @ 2%  of Sub-Total-2 Cost. 78,304 91,355 104,406 117,456 130,507
Management Expenses @ 3%  of Sub-Total-2 Cost. 117,456 137,032 156,608 176,184 195,760

Sub-Total-3:- 4 ,110,969 4,796,131 5,481,292 6,166,454 6,851,615
Interest on Working Capital Loan @ 12%  p.a. 231,658 272,768 313,878 354,987 396,097
Total Cost of Production and Sales:- 4,342,627 5,068,899 5,795,170 6,521,441 7,247,712
PBDIT. 1,657,373 1,931,101 2,204,830 2,478,559 2,752,288
Depreciation @  20% . 520,000 520,000 520,000 520,000 520,000
PBIT. 1,137,373 1,411,101 1,684,830 1,958,559 2,232,288
Interest on Long Term  Loan @ 6.5%  p.a. 186.875 149.500 112.125 74.750 37.375
PBT. 950,498 1,261,601 1,572,705 1,883,809 2,194,913
Income Tax @ 6%  on 40%  Local Sales. 270,000 126,160 157,271 188,381 219,491
Profit after Tax  on Local Sales. 680,498 1,135,441 1,415,435 1,695,428 1,975,421
Income Tax  @ 30% . 204,149 340,632 424,630 508,628 592,626
PAT. 476,348 . 794,809 990.804 1.186.800 1 382.795

Net Cash Flow. (3,375,000) 1,183,223 1,464,309 1,622,929 1,781,550 1,940,170
Salvage Value. 650,000
Margin Money Released. 125,000
Project Cash Flow. (3,375,000) 1,183,223 1,464,309 1,622,929 1,781,550 2,715,170

Net Present Value (NPV) @ 6.5%. 3,509,070
Internal Rate of Return (IRR). 37%

Variable Cost:
Cost as per Sub-Total-2. 3,915,209 4,567,744 5,220,278 5,872,813 6,525,348
Plus Interest on Working Capital Loan. 231,658 272,768 313,878 354,987 396,097
Less Salaries. 750,000 875,000 1,000,000 1,125,000 1,250,000
Total Variable Cost. 3 ,396,867 3,965,511 4,534,156 5,102,800 5,671,445

Fixed Cost:
Salaries. 750,000 875,000 1,000,000 1,125,000 1,250,000
Selling & Distribution Cost. 78,304 91,355 104,406 117,456 130,507
Management Cost. 117,456 137,032 156,608 176,184 195,760
Depreciation. 520,000 520,000 520,000 520,000 520,000
Interest on Loan Term  Loan. 186,875 149,500 112,125 74,750 37,375
Total Fixed Cost. 1,652,635 1,772,887 1,893,139 2,013,391 2,133,642



1/ INVESTMENT CAPiTAL OF THE PROJECT

- Production lines for wooden and bamboo, cane detail; 2.5 billion VND

- Main buildina : 0,75 billion VND

0.125 billion VND

VI/ FIN^CIAL ^ALYSIS :

-  C jjdpotaJl

Total; 3.375 billion VND

21 ESTIMATED FiNANClAL RESOURC

- Loan fr-om abroad : 200,000 2.5 billion VND ( 5 years )

- Govemmet's loan : 30,000 USf = 0.375 billion VND

- Share capital from farmer ; 40,000 U S ^  0.5 billion VND

SOUROES j A.MOUNT 

(VMD)
j

INTEREST RATE EFP.̂ KMENT

SaiF.D(j7.F,

i-loan ixom abroad. 1 /*• c* r v  11 •[ z. juu Diuion 6.5 % Period of

2-Govemment's loan 0.375 billion 6.5 % payment; 5 years

3-Share capital 0.500 biliion 0%

Total : 3,375 billion VND

JJie w eigh ted  average cost o f  c a p i ta l :

2.5 billion 0.375 billion 0.5 billion

---------------------------------------------------------- X  6.5% + ---------------- X  6.5% + ----------------- X  0% = 6 ‘S ^ Z

3375  bill 3.375 bill 3.375 bill
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Financial Analysis:
1

( Figures in '000’ VND).
Details Year 0 : Year 1 Year 2 Years : Year 4 Year 5

PROJECT COST:
Capital Cost. (3,250,000)
Working Capital Margin. (125,000)

Total Cost;- (3,375,000)

Per Year Production (m®):
W ooden Carving. 180 210 240 270 300
Bamboo & Cane. 120 140 160 180 200

Total;- 300 350 400 450 500
Sales Revenue:
Wooden Carving @ 25,000 VN D 4,500,000 5,250,000 6,000,000 6,750,000 7,500,000
Bamboo & Cane @ 12,500  VN D  M"' 1,500,000 1,750,000 2,000,000 2,250,000 2,500,000

Total Sales Revenue:- 6,000,000 7,000,000 8,000,000 9,000,000 10,000,000

Cost of Production and Sales:
Raw Material @ 9,660 VN D 1/M^’ 2,898,000 3,381,000 3,864,000 4,347,000 4,830,000
Chemicals @ 99,8  1/M^ 29,940 34,930 39,920 44,910 49,900
Cutting Tools, etc. @ 90 1/M^’ 27,000 31,500 36,000 40,500 45,000
Other Accessories @ 350 1/M^' 105,000 122,500 140,000 157,500 175,000
Electricity @ 54 1/M^ 16,200 18,900 21,600 24,300 27,000
W ater @ 25 1/M^' 7,500 8,750 10,000 11,250 12,500
Firewood, Coal @ 16 1/M^ 4,800 5,600 6,400 7,200 8,000
Salary @ 2500 1/M''- 750,000 875,000 1,000,000 1,125,000 1,250,000

Sub-Total-1 3,838,440 4,478,180 5,117,920 5,757,660 6,397,400
Expenses for Stoppage and Wrong Products
@ 1%  (1/M^) of Sub-Total-1 Cost. 38,384 44,782 51,179 57,577 63,974
Packing Cost @ 1%  (I/M " ) of Sub-Total-1 Cost. 38,384 44,782 51,179 57,577 63,974

Sub-Total-2:- 3,915,209 4,567,744 5,220,278 5,872,813 6,525,348



W o rk in a  Caoital R eauirem ents:

Total Cost of Production and Sales (Sub-Total-3). 4,110,969 4,796,131 5,481,292 6,166,454 6,851,615
Half Year Requirement. 2,055,485 2,398,065 2,740,646 3,083,227 3,425,808
Working Capital Margin. 125,000 125,000 125,000 125,000 125,000
Working Capital Loan. 1,930,485 2,273,065 2,615,646 2,958,227 3,300,808
Interest on Working Capital @ 12%  p.a. 231,658 272,768 313,878 354,987 396,097

Lona Term  Loan R eoavm ent & Intt. S ch ed u le :-

Loan at the Beginning of the Year. 2,875,000 2,300,000 1,725,000 1,150,000 575,000
Repayment of Principal. 575,000 575,000 575,000 575,000 575,000
Cash Surplus. 1,183,223 1,464,309 1,622,929 1,781,550 1,940,170
Net Cash Surplus. 608,223 889,309 1,047,929 1,206,550 1,365,170
Repayment of Interest @ 6.5%  pa. 186,875 149,500 112,125 74,750 37,375

Break-even Point:

Sales Revenue. 6,000,000 7,000,000 8,000,000 9,000,000 10,000,000
Variable Cost. 3,396,867 3,965,511 4,534,156 5,102,800 5,671,445
Contribution. 1,652,635 1,772,887 1,893,139 2,013,391 2,133,642
Fixed Cost (Depreciation + Interest on Long Term  Loan). 706,875 669,500 632,125 594,750 557,375
Capacity used at Break-even point ( % ). 0.43 0.38 0.33 0.30 0.26
Number of Products at Break-even point.
Wooden Carving. 77 79 80 80 78
Bamboo & Cane. 51 53 53 53 52

Total:- 128 132 134 133 131

DeDreciation Schedule:

Cost of WorKshflfj & Building. 3,250,000
Salvage Value @  20% . 650,000
Depreciation @  20%  p.a. on remaining balance. 520,000 520,000 520,000 520,000 520,000



Selling & Distribution Expenses @ 2%  of Sub-Total-2 Cost. 78,304 91,355 104,406 117,456 130,507
iVlanagement Expenses @ 3%  of Sub-Total-2 Cost. 117,456 137,032 156,608 176,184 195,760

Sub-Total-3:- 4,110,969 4,796,131 5,481,292 6,166,454 6,851,615
Interest on Working Capital Loan @ 12%  p.a. 231,658 272,768 313,878 354,987 396,097
Total Cost of Production and Sales:- 4,342,627 5,068,899 5,795,170 6,521,441 7,247,712
PBDIT. 1,657,373 1,931,101 2,204,830 2,478,559 2,752,288
Depreciation @  20% . 520,000 520,000 520,000 520,000 520,000
PBIT. 1,137,373 1,411,101 1,684,830 1,958,559 2,232,288
Interest on Long Term  Loan @ 6.5%  p.a. 186.875 149.500 112,125 74.750 37,375
PBT. 950,498 1,261,601 1,572,705 1,883,809 2,194,913
Income Tax @ 6%  on 40%  Local Sales. 270,000 126,160 157,271 188,381 219,491
Profit after Tax on Local Sales. 680,498 1,135,441 1,415,435 1,695,428 1,975,421
Income Tax @ 30% . 204,149 340,632 424,630 508,628 592,626
PAT. 476,348 794.809 990.804 1,186.800 1.382.795

Net Cash Flow. (3,375,000) 1,183,223 1,464,309 1,622,929 1,781,550 1,940,170
Salvage Value. 650,000
Margin Money Released. 125,000
Project Cash Flow. (3,375,000) 1,183,223 1,464,309 1,622,929 1,781,550 2,715,170

Net Present Value (NPV) @ 6.5%. 3,509,070
Internal Rate of Return (IRR). 37%

Variable Cost:
Cost as per Sub-Total-2. 3,915,209 4,567,744 5,220,278 5,872,813 6,525,348
Plus Interest on Working Capital Loan. 231,658 272,768 313,878 354,987 396,097
Less Salaries. 750,000 875,000 1,000,000 1,125,000 1,250,000
Total Variable Cost. 3 ,396,867 3,965,511 4,534,156 5,102,800 5,671,445

Fixed Cost:
Salaries. 750,000 875,000 1,000,000 1,125,000 1,250,000
Selling & Distribution Cost. 78,304 91,355 104,406 117,456 130,507
M anagement Cost. 117,456 137,032 156,608 176,184 195,760
Depreciation. 520,000 520,000 520,000 520,000 520,000
Interest on Loan Term  Loan. 186,875 149,500 112,125 74,750 37,375
Total Fixed Cost. 1,652,635 1,772,887 1,893,139 2,013,391 2,133,642


