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A Study on Management and Appraisal
Indicator System of Vertical Integrated
Project of Animal Husbandry
( Project Outline)

——Chinese National Natural Science Foundation

Project (Project sanction; 70372030)

by (A Study on Management and appraisal indicator system of
Vertical Integrated Project of Animal Husbandry ) research group

The project with the number of 70372030 is one of Chinese National Natural Sci-
ence Foundation Projects, which lasts for three years from January in 2004 to Decem-
ber in 2006. During the period, all the members of the research group made succes-
sive investigations in Inner Mongolia, Hebei, Tianjin, Shandong, Fujian, Beijng,
Guangxi and other provinces. In addition, the research group made in — depth fixed
point survey and study on vertical integrated project of Chunxue Group in Shandong,
and management and evaluation of industrial vertical integrated project of Huai pig in
Shanghang County of Fujian province. Meanwhile, a large number of literatures relat-

ed to the project were collected by the research group and the synthesis report of the

project {Innovation on Management and appraisal indicator system of Vertical
Integrated Project of Animal Husbandry) was made.

During the research, the group members officially published 22 papers with the
research result from the study of the various aspects. Furthermore, three Doctor’ s
theses on management, one MPA Master’ s thesis and one Bachelor’ s thesis were ac-
complished by the support of the project ( please look for attachment 2). Among
them, one of the authors obtained the MPA Master’ s degree in 2005, three authors
obtained Doctor’ s Degree in Management and one author obtained Bachelor’ s Degree
in Economics.

The abstract of the major research project

1. The background to the project and the innovative concept in the design
of animal husbandry investment project

During the period of “the eleventh five year plan”, the key point of industrial
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structure adjustment of our country is to increase the proportion of animal husbandry.
In the years to come, the key issue will be the problems related to the restructuring of
animal husbandry and regionalization process and the development of animal product
processing industries and the application and animal husbandry production on a larger
scale and other problems about accelerating the vertical integrated project of animal
husbandry in the development of animal husbandry. At the same time, in the forth-
coming ten years or so, the consumption of animal product by our rural and urban
residents in the country will be on a steady increase ( Han Jun and Pan Yaoguo,
2005)®. The development of animal husbandry will be faced with a wide domestic
market with a population of 130 million people and will meet the chances and chal-
lenges brought by the economic globalization. Therefore, in the macro — environ-
ment, the vertical integrated project of animal husbandry which aims to improve the
comprehensive production ability and strengthen the competitiveness of animal prod-
ucts and develop the high efficiency of animal husbandry is the effective approach to
the promotion of the development animal husbandry in realizing the goal of “the elev-
enth five year plan”.

However, at present, little consideration has been given to the design, organi-
zational mechanism, marketing management and investment evaluation of projects and
other aspects, especially the industry integration, in our country’ s vertical integrated
projects of animal husbandry. As a result, the investment projects can hardly boost
the industry. Based on the above contemplation, this research with a clear orientation
is of significance in both theory and reality.

The outstanding issue of our design concept of the animal husbandry investment
project lies in the single link idea of the design. The single link projects pursue the
maximum of individual benefits.” In fact, the effect of other links in the industry chain
also has a close bearing on itself, which can not be ignored. So if the requests of oth-
er links are not coordinated, single - link projects are bound to end in low benefits as
a result. The vertical integrated projects of animal husbandry are based on the whole
project coordinating the benefit of every link and exercising comprehensive manage-

ment and stringent screening, which will lead the animal production and operation

(@ Han, Jun & Pan, Yaoguo. The developing prospect and key point of our country’ s animal husbandry
during the period of “the eleventh five year plan” . Anhui agricultural web. Analysis and forecasting,
2006. 4. 20 :
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from individual and splitting links to a united chain. Finally, a vertical integrated
production system will be formed to embrace the means of production supply, pro-
cessing, transporting and selling.

The innovative design concept of vertical integrated projects of animal husbandry
falls into the following aspects

1.1 The design of vertical integrated projects of animal husbandry must take
the “the marketing demand of project production” as the center. In designing the
vertical integrated projects of animal husbandry, the adaptability of project production
to marketing demand must be taken into consideration. On the basis of market inves-
tigation and analysis, the project product with market potential and comparative ad-
vantages should be made certain so as to guide and coordinate production operation
activities at other links to improve the market competitiveness and obtain the social
benefit and economic benefit.

1.2 A complete industry chain should be established in accordance with the
project design idea of vertical integration. The vertical integrated project of animal
husbandry was a kind of social economic activity in which natural re — production and
economic re — production mingled together. The regional, professional, social, inten-
sive nature of animal husbandry production and the merchantability of product deter-
mine that the vertical integrated project of animal husbandry is a kind of industry in-
volving the primary industry, secondary industry, and tertiary industry. Hence, in
designing animal husbandry investment project, we must consider the idea of vertical
integration and establish the complete industry chain to integrate resources effectively
and improve its utilization rate, reduce the link friction and decrease the transaction
costs. In actual designing, it is essential to extend the industry chain according to the
actual situation and avoid the possible risk of failure due to the absence of an operat-
ing link in reality.

1.3 To realize the maximum benefit of the whole project and the benefit coor-
dination of benefit subjects among different links, a close attention should be paid to
every link’ s coordination and to the manipulation of vertical integration project as a
whole. As far as the vertical integrated project of animal husbandry is concerned,
there are strong consecutive links and interdependent “upstream and downstream”
connections in the industry chain between every subject and link, due to multiple
links in project operating and benefit subject. The vertical integrated project of ani-
mal husbandry assumes the function which originally belonged to every subject of the
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