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FOREWORD

Poultry meat is the fastest growing component of global meat production, consumption and
trade, with developing and transition economies playing a leading role in the expansion.
India, the world's second largest developing economy, now has a large and rapidly expanding
poultry sector. The share of poultry meat in total meat production has increased from 4.46 %
in 1981 to 12.10 % in 2002 in India. In India, the poultry sector growth is being driven by
rising incomes, together with the emergence of vertically integrated poultry producers that
have reduced consumer prices by lowering production and marketing costs. However, the
State of UP is a net importer of poultry meat as the per capita production and per capita
consumption of poultry meat in the state are 100 gm and 300 gm respectively. The present
Ex-post Evaluation Study on 'Poultry Farming (Broilers) in Uttar Pradesh' was undertaken to
study the implementation of poultry schemes by the banks, besides assessing the economics
of investment in selected districts of the State.

The study observed that in Uttar Pradesh, the growth of the poultry sector in eastern part of
the state is more pronounced than in western UP. The fluctuating price of broilers, high rate
of mortality due to various diseases, faulty site selection, lack of proper heating and cooling
systems, lack of proper awareness, under financing by banks, poor post loan disbursement
follow-up by banks, etc., were the main reasons for closure of many units, particularly in the
western part of the state. Keeping in view the vast consumer base as also the low level of
availability of poultry meat in the state, banks have an altemative sector for challenging
credit. SCARDB can professionalise its appraisal, sanction and monitoring systems to tap
this sector for quality credit.

I hope that the findings of the study will be useful to financing banks and the state
government in formulating their future strategy for extending increased credit needs for
supporting poultry activity, particularly the broiler activity. The findings of the present study
would also be of interest to the academicians, researchers and to the corporate world having
interest or engaged in the poultry sector.
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Y.L. Sapra
Chief General Manager
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BASIC DATA SHEET

Name of the Study

Period of Implementation

Financing Bank
Study Area
Sample Size

No. of units existing at the time of
field visits

Average number of hirds per unit
Smaller units (< 500 birds)
Larger units (> 500 {o 1200 birds)

Average loan disbursed vis-a-vis
Total investment Cost Rs.)
Smaller units

Larger units

Average live weight average sale
price at the time of sale

Smailer units

Larger units

Gross income
Smailer units ¢
Larger units

Net income per bird over -
Variable cost -

Gross cost excluding family labour
Gross cost including family flabour

Net income per unit over per
annum '
Variabie cost

Gross cost excluding family labour
Gross cost including family labour

Financial Analysis
Financial Rate of return (%)
Net Present Vaive (Rs.)
Benefit : Cost Ratio

Recovery percentage on sample
Macro Impact

Contribution to GDP
Employment generated (recurring)

Ex-post Evaiuation Study on Poultry Farming
{Broilers) in Uttar Pradesh

2001-02 to 2003-04

Uttar Pradesh Sahkari Gram Vikas Bank Lid.

Bareilly and Gorakhpur districts

60 {30 each in Bareiily and Gorakhpur districts)

03 and 25 out of 30 units covered each in Bareilly
and Gorakhpur districts respectively

Bareilly district
460 (3 units)
725 (10 units)

Loan disbursed

32,696/-
75,834/-

Avg. weight

1.79 kgs
1.83 kgs

Gl Per bird
Rs. 73.84/-
Rs. 72.32/

Smaller units
Rs. 6.69/-
Rs. 3.51/-
Rs. 1.54/-

Smaller units

Rs. 15,966/-
Rs. 8,376/-
Rs. 3,666/-

Smaller units
14.10 %
(-) 2614/-

Bareilly : 18.65%

Gorakhpur district
348 (08 units)
885 (17 units)

Investment Cost

63,381/
121,087/-

Avg. price per kg

Rs. 39.66/-
Rs. 37.77/-

Gl Per unit
Rs. 29,400/-
Rs. 59,718/-

Larger units
Rs. 7.26/-
Rs. 4.30/-
Rs. 2.41/-

Larger units
Rs. 35,994/-
Rs. 21,306/~ _
Rs. 11,934/-

Larger units

23 57%
(-) 4961/

Gorakhpur 27.80%

" Rs. 653.76 lakh
79,764 mandays (equivalent to 284 man-years)




EXECUTIVE SUMMARY

1. The Gross Domestic Product (GDP) from the Livestock Sector in India is estimated at
Rs. 120.94 thousand crore which accounts for 5.5% of country's total GDP. The share of
poultry meat in total meat production has increased globally from 19.79% in 1981 to 30.14%

2. The share of India in world poultry meat consumption is quite low and has only
increased from 0.85% during Trinnium Ending (TE) 1963 to 1.78% during TE 2002 in UP,
As per the 1998 Livestock Census, the total poultry broilers and poultry layers in Uttar
Pradesh was estimated at 32.32 lakh and 41.09 lakh respectively. The per capita per annum
production of broiler meat in UP is estimated at 100 gm meat whereas per capita
consumption is about 300 gm (All India avg. 786 gim} poultry meat. To meet this gap, about
2.20 lakh broilers are imported from the neighbouring states.

3. In Uttar Pradesh, the growth of the poultry sector in eastern part of the state is more
pronounced than in western UP.

4. The State LDB (SCARDB) accounts for 99.8% of total refinance to the poultry sector
in the State and therefore, only State LDB (SCARDB) has been covered in the present study.
Two branches in Bareilly and 04 branches of SCARDB in Gorakhpur district were selected
for the study.

5. A total of 60 sample units ( 30 each in Bareilly and Gorakhpur districts) financed
during 2001-02 to 2003-04 were covered in the present study. In addition to this, 10 other
entrepreneurs in Bareilly district who had not availed loan from any bank were also covered
as most of the units financed by SCARDB in Bareilly district were found to be inoperative at
the time of the field visits.

6. The process of identification of borrowers by the banks was found to be faulty due to
lack of knowledge/expertise amongst the officials of the financing branches. It was also
observed that most of the borrowers were not having any experience in poultry rearing.

7. Although loans were to be advanced against hypothecation of poultry sheds,
equipment, etc., in reality, the amount of bank loan was decided mainly upon the availabihty
of land with the borrower which was taken as collateral security and not based on actual
requirement of the beneficiary or on the size of the unit.

8. The loan sanctioned to poultry units by the bank was found to be ranging from Rs.
12,000/~ to Rs. 1.50 lakhs in Gorakhpur district and from Rs. 25,000/- to Rs. 1.00 1akh in
Bareilly district. Interest rate charged by UP Sahakari Gram Vikas Bank varied from 11 per
cent to 14.5 per cent irrespective of the loan amount.

9. In Bareilly district, only 03 out of total 30 units were found to be existing at the time
of field visits. However, in Gorakhpur district, 25 out of total 30 units covered in the districts
were found to be existing at the time of field visits.

10.  The fluctuating price of broilers, high rate of mortality due to various discases, faulty
site selection, lack of proper heating and cooling systems, lack of proper awareness eic., were
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the main reasons for closure of the units. The etflect of bird 1lu during 2002 had an adverse
impact on the poultry industry in the State.

11. The total sample in each district was divided into two categories (i) smaller units
-birds upto 500 and (ii} larger units -birds from 501 to 1200 in number. The average number
of birds per unit in these two categories was found to be 460 and 725 in Bareilly district and
375 and 885 birds in Gorakhpur district respectively. The average amount of loan disbursed
n case of these untis was found to be Rs. 39,400/~ and Rs. 65,000/- in Bareilly district and
Rs. 32,158/~ and Rs. 72,439/~ in Gorakhpur district respectively.

i2. The mmswrance of poultry sheds, equipment and birds was not done. Many of the
msurance agencies were reiuctant to inswee the birds in view of the technicalities involved in
it. There was a lack of awareness among the beneficiaries that even the shed can be insured.

13. The post disbursement follow-up by the bank officials was found to be lacking,
particularly in Bareilly district. The financing bank officials in Bareilly district were not
aware whether unit financed by them were exinting or not. The foliow-up and understanding
of the bankers with the borrowers was better in Gorakhpur district.

14. All the sample farmers in the study area were found to be following ‘alf in all out’
system of broiler rearing.

I5. The average investment cost was Rs. 63,381/ Rs.i21,087/- on totai sample of 500
birds (11 units) and 1000 birds (27 units). The major items of investment cost included Shed
Cost (51.9% of total investinent cost), Feed Cost {29.5% of total investment cost) and cost of
day old chicks (9.2% of total investment cost) over the entire sample sizc.

l6. A considerable portion (43.1% on an average} of investment cost had to be met by the
beneficiaries through their own contribution by way of margin money. The margin money
was found to be more in case of smaller units as the enirepreneures did not have sufficient
land to offer as security.

17.  The average gain in body weight in Gorakhpur district was higher (1.85 kg) than that
in Bareilly district (1.76 kg) although average number of days per cycle was higher in
Bareilly district.

18. No significant difference was observed in average sale price of broilers m Bareilly
and Gorakhpur districts and was found to be ranging from Rs. 37.04 per kg to Rs. 40.51 per

kg.

19.  The average gross income per bird in Gorakhpur district (Rs. 73.74 to Rs. 76.40) was
found to be slightly higher than that in Bareilly district ((Rs. 68.27 to Rs. 69.38).

20.  The net return over various cost items was found to be lower in Bareilly district as
compared to that in Gorakhpur district. In Bareilly district, the smaller units were able to
recover only variable cost and were found to be making losses when the value of their own
labour (family labour) was taken into account.
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21.  The average net return per bird over variable cost in case of smaller units and larger
units was Rs. 6.69 and Rs. 7.26 respectively. The average net return per unit per annum over
‘variable cost in case of smaller units and larger units was Rs. 15,966/- and Rs. 35,994/
respectively.

22.  The financial Rate of Return worked out to 14.1 per cent-and 23.57 per cent in case of
500 bird model and 1000 bird model respectively. The Net Present Values were estimated
negative at Rs. (-)2614/- and Rs.

23. Al the units covered in the study were found to have been managed by family
members only. The smaller units were found to be managed by owners single handedly with
occasional support from other family members. However, some larger units, were found to
have engaged more than one person.

24.  In both the districts, day old chicks (DOCs) are being supplied by hatchery units
through network of dealers on demand from the farmers. The supply was not regular. It was
found that DOCs are supplied without vaccination and it is done by the entrepreneurs at their
cost.

25.  Captive feed production was not practised due to the poor knowledge of the poultry
rearers. The situation is being exploited by the feed manufacturers in terms of the quality and
also the cost of the feed. A well knit trading activity for feeding ingredients is existing
especially in Gorakhpur district.

26.  Power supply in both the districts was irregular, with lack of power supply for long
hours. Most of the beneficiaries were using gas cylinders for lighting and heating purposes in
the sheds. Since, both the districts face extremes of climatic conditions, lack of regular power
supply is a major constraint to the development of poultry.

27.  Three marketing channels viz., (i} Producer- Wholesaler - Retailer - Consumer, (ii)
Producer - Retailer - Consumer and (iii) Producer - Consumer were found to be working
in Bareilly and Gorakhpur districts for the marketing of the broilers. The producer’s share
was found to be varying from 71% to 78% in  case of
‘Producer-Wholesaler-Retailer-Consumer’ channel, from 77% to 81% in case of ‘Producer -
Retailer - Consumer” channel.

28.  Branch-wise recovery performance of selected borrowers indicates that the general
recovery in the selected branches has been very poor (less than 15%), particularly in
Bansgaon and Sahjanwa branches of Gorakhpur district and the Bareilly branch of Bareilly
district.

29.  In Bareilly district, the question of debt servicing from income generated from the
units financed by banks to the borrowers establishing poultry units does not arise as majority
of units were either not established or had closed in the beginning itself. In case of Gorakhpur
district, on an average, farmers were generating sufficient net income (over variable cost) to
repay the annual instalment of the bank loan.

30. The contribistion of the broiler units to the Gross Domestic Product (GDP) was
estimated at Rs. 43.83 lakh in Bareilly and Rs 609.93 lakh in Gorakhpur district. Total
employment generation in Bareilly and Gorakhpur districts due to financing of broiler units
(adjusted to proportionate success rate) was estimated at 4590 and 75,174 mandays
respectively,
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ACTION POINTS

I. The state of poultry financing by SCARDB in Bareilly has to be viewed seriously as
only 3 out of total 30 units covered in the study were found to be existing. The bank has *o
set in place an effective post-disbursement monitoring system.

2. The disbursement of entire sanctioned amount has to be divided into number of
instalments depending upon the physical progress pertaining to establishment of units and the
same has to be monitored strictly by the financing branches of SCARDB.

3. There 15 a need to evolve a system wherein all proposals for financing of poultry units
received by SCARDBs should be scrutinised by the technical officer. The proposals should
also be scrutinised for aspects like existence of backward and forward linkages. Only
technically feasible and financially viable proposals having backward and forward linkages
should be recommended for sanction.

4, The bankers should try to finance the activity on a cluster basis as it helps attracting
the traders to lift the produce from the farm itseif on account of availability of broilers in
sufficient quantity 1n order to minimise the cost of transportation.

5. There is need to establish a 'Poultry Board' which will prepare a master plan to
develop the UP poultry market in an integrated manner. The backward and forward markets
need to be integrated on the lines that has now started working m some of the south Indian
State like Andhra Pradesh. The development of poultry chain will have to incorporate
developing methods to timprove the yields of major ingredients like soya and maize too.

6. Maize and soybean are the major ingredient of poultry feed. Any policy aimed at
boosting the growth in broiler sector will not yield the desirable results unless policy to
increase the production of maize and soybean is incorporated in the same. There 1s need to

7. The construction of "poultry shed' was found to be the major cost item. There is need
to develop low cost poultry sheds on scientific lines. This will reduce the total project cost of
poultry unit and will help small farmers who have less land to offer as security, particularly
to banks like SCARDB. There is also a need to review and revise the land valuation norms of
SCARDB.

8. The 'moneylender-producer relationship' which is existing m poultry sector,
particularly in case of small farmers needs to be converted into ‘contract farming' which will
help the farmer to sell a contracted quantity of his produce to a particularly buyer, and in
turn, help the buyer to buy from that particular farmer at the contracted price. This will also
enable the farmers to escape exploitation in the hands of feed suppliers who charge high
prices for feed and provide low prices for broilers sold through them.

9, Breeding farms, hatcheries, etc., require large tract of land. Therefore, to attract large
investors in the state of UP, the Government will need to simplify the land identification and
acquisition process.
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10. Initial working capital which is capitalised and given as part of the term loan shouid
be directly disbursed to small farmers to enable them to purchase and store feed ingredients
when their prices are favourable in the market.

1. Since the small farmers also experience shortage of working capital in the subsequent
periods, suitable tie up arrangement should be made by SCARDBs as per the existing
provisions to meet the working capital requirement in subsequent seasons.

12. Extension machinery of the State Govt. needs to be geared up to educate the poultry
rearer the importance of bio- security measures and other refated rearing practices. The
programmes like Integrated Poultry Development Programme should be provided with
sufficient fund to carry out the developmental work in true spirit.

13. In order to make their presence felt in the international market, it is necessary to
strictly adhere 1o bio - security measures and follow the recommended husbandry practices,
The various schemes of the central Govt. for establishment of cold storage can be made use
of in the state to strengthen the cold chain infrastructure vital to the development of poultry
industry through public and private sector participation.

14. In India, meat consumers usually prefer fresh slaughtered birds over the frozen meat,
If the required support system for frozen poultry meat is developed and are supplied at a
competitive prices, the market opportunities may expand sigmficantly which 1s limited to
metro cities only at present.

15, Consistent with the Uruguay Round market access commitment, India elimmated its
quantitative restrictions on poultry meat imports in April 2001. However, phytosanitary
regulations and clearance procedures applicable to poultry meat need to be clearly defined
and this could aim at keeping a check on imports. This will help to prepare the existing
poultry units to face such challenges in future, once the production prospects of poultry
sector improve in the State.
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