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Executlve Summary

1 USAID deslres to asslst the pr1vate agrlbuslness sector ln Ind1a
to 1mprove 1tS operat1ons to enable the sector to overcome some of
the ser10US constralnts that have been 1dentlfled 1n prev10us
stud1es and ln pronouncements from the Government of Ind1a A team
has been contracted to prov1de the framework for a ProJect
Identlf1cat1on Document (PID) and to develop gU1del1nes for further
proJect development

2 Ind1a 1S an agr1cultural country wlth over 70% of 1ts people
Ilv1ng 1n rural areas Over half of the some 329 m1lllon hectares
are cUltlvated, ma1nly w1th baS1C food crops Most of the
government's 1nvestment 1n agr1culture has been devoted to assur1ng
an adequate supply of these crops Wh1Ch form the maJor component of
the Ind1an d1et The program has been an outstand1ng success and
Ind1a has reached a level of self-suff1c1ency 1n food gra1ns

3 Desplte lmpress1ve ga1ns, Ind1a st111 lags beh1nd other
countr1es ln the reg10n 1n y1eld per hectare of most of the crops
grown. Th1S has placed Ind1a at a d1sadvantage 1n prov1d1ng 1tS
people w1th the lowest cost foods and 1n competlng 1n the export
market Except for the trad1t1onal export crops, such as Jute, tea
and sp1ces, exports have been only a very small part of domest1c
product1on

4 The government has provided 11ttle ass1stance to agribus1ness
act1v1tles 1nvolv1ng other crops Th1S has had a detr1mental effect
on the development of the agr1bus1ness sector Processed foods have
1n the past been cons1dered luxury ltems and have been dlscouraged
through h1gh taxes, restr1ct1ons on 1mports of mater1als, and lack
of government support

5 In recent years, there has been an 1ncreaslng recogn1tl0n of the
part that food processors can play in reduc1ng the very high losses
of farm products that now occur, espec1ally fru1ts and vegetables,
and the potentlal for forelgn exchange earn1ngs Also, there 1S a
growJng demand by the large mlddle class consumers for more and
better processed foods

6 A recent study comm1ss1oned by USAID 1dent1f1ed a number of
constra1nts hold1ng back agrlbus1ness development ln Ind1a,
espec1ally 1n the area of food processlng The ACE team has
1dent1f1ed add1t1onal constra1nts Wh1Ch need to be addressed MaJor
constra1nts are

- Unavallab1l1ty, unsuitab1l1ty or uncerta1nty 1n the supply
of raw materlals

- Inadequate or lneffect1ve Research and Development
- Land tenure restrlctlons
- Deficiencies in postharvest handling
- Lack of management capab1l1t1es
- Ineff1clent process1ng procedures, equ1pment and plant

deslgn
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- Weak Ilnkages between farm and market
- Hlgh cost of packaglng
- DeflClenCles In transport and marketlng
- Inadequate market lnformatlon and lntelllgence
- Restrlctlve government pollcles and regulatory

enVlronment
- Parastatal monopolles
- Lack of sUltable flnanclng

7 The GOI lS aware of these problems and has addressed a number of
them In a new lndustrlal pOllCy lntroduced In ParI lament In May,
1990 However, Ilttle actlon has been taken thus far and, wlth a
change In government In November, some of the provlslons In the new
lndustrlal pollCy may be not be approved.

8 The agro-processlng sector has falled to make slgnlflcant
advances In addresslng local or export market potentlals The
sector has capaclty to process only about 1 5% of the frults and
vegetables produced annually and has actually processed less than
1% ThlS lS In contrast to Brazll where over half of the frults are
processed

9 Losses of frults and vegetables are sald to run as hlgh as 30%,
due partly to the lnablllty of the processlng sector to handle the
large quantltles avallable at peak harvest perlods. Part of the
problem lles In the low processlng ylelds of some of the frults and
vegetables belng produced

10 There lS Obvlously much room for lmprovlng the agro-lndustrlal
sector and a number of the states In Indla have proJects underway
or are developlng agrlbuslness proJects, malnly lnvolvlng frults
and vegetables The Natlonal Dalry Development Board (NDDB), WhlCh
has developed a successful program for mllk, lS testlng the same
approach for frults and vegetables It lS llkely to expand lnto
processlng at a later date Some of these proJects are flnanced by
lnternatlonal donors such as the World Bank The lnterest shown by
these donors may offer USAID conslderable scope for collaboratlon

11. The team studled a wlde range of flnanclal lnstltutlons, state
development corporatlons, trade assoclatlons, consultlng flrms and
educatlonal lnstltutlons In searchlng for an approprlate mechanlsm
for managlng a prlvate sector agrlbuslness proJect The team
conslders that the Industrlal Credlt and Investment Corporatlon of
Indla (ICICI) and the Industrlal Development Bank of Indla (IDBI)
are prlme candldates to be the nodal agency wlth WhlCh USAID could
work In developlng and lmplementlng a prlvate sector orlented
agrlbuslness proJect

12 The team also studled state lndustrlal and agro-lndustrlal
development corporatlons, consultlng flrrns and lnstltutlons as
posslble lmplementlng agencles for the proJect
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13 three optlons are proposed for USAID's conslderatlon 1) The
lmplementlng unlt would be located wlthln the nodal agency as a
separate unlt to carry out the proJect 2) The lmplementatlon unlt
would be located outslde the nodal agency, but would be dlrectly
llnked to lt, operatlonally 3) The nodal agency/lmplementatlon
unlt would be located In one of the state-level
development/flnanclal corporatlons

14 An Advlsory Councll, conslstlng of representatlves of the
prlvate sector, trade assoclatlons, state corporatlons,
unlversltles, cooperatlves and perhaps U S buslnessmen, would
provlde gUldance at the nodal agency level

15 The team recommends that USAID conslder proJect actlvltles In
three of the seven states that were selected as meetlng speclflc
crlterla

16 A llst of commodltles for posslble proJect focus was analyzed
Glven the potentlal for lmprovement and the prospects for domestlc
and export expanslon of processed foods and agrlcultural products,
the team recommends that the proJect focus on frults and
vegetables

17 The actlvltles of the proJect should be demand-led In that
asslstance glven by the proJect wlll be In response to valld
requests from prlvate sector agrlbuslnessmen Focuslng on frults
and vegetables wlll enable USAID to provlde support In an area
where AID and the U S agrlbuslness sector have strong comparatlve
advantages

18 The team recognlzes the need for a more detalled study of some
of the areas where recommendatlons have been made These studles
should be lnltlated early In the process of preparlng the ProJect
Paper and should lnclude the followlng

a A detalled study to select the three states where the
proJect wlll have the greatest lmpact

b A more detalled study of potentlal nodal/lmplementlng
agencles, lncludlng a determlnatlon of the degree of lnterest
by those agencles and a commltment as to the resources that
wlll be provlded

c A study of the agrlbuslness actlvltles In the states
selected, especlally the asslstance requlred by the prlvate
sector In maklng necessary changes for lmprovement A
determlnatlon of the actual flnanclal needs of the
agrlbuslnesses wlll be an essentlal part of thlS study
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AGRICULTURAL COMMERCIALIZATION AND ENTERPRISE PROJECT

I Introduct1on

A Background

USAID has had a long assoc1at1on wlth Ind1a, espec1ally 1n
ass1st1ng the agr1cultural sector Most of the ass1stance has been
related to agr1cultural research on crops, water management, and
1nst1tut10n bUlld1ng L1ttle attent10n has been glven to the
agr1bus1ness subsector and related post harvest act1v1t1es Current
USAID strategy calls for prov1d1ng ass1stance to the pr1vate sector
1n agr1bus1ness related act1v1t1es

As a f1rst step 1n 1dent1fY1ng the areas In Wh1Ch 1t m1ght make the
most slgn1f1cant contr1but1on, USAID comm1ss1oned a study of the
constra1nts to agr1bus1nesses that are keep1ng th1s 1mportant
subsector from develop1ng to 1tS potent1al The constra1nts
1dent1f1ed 1n th1s study, by other reports, and by the team's
observatlons are shown 1n Chapter II, Sect10n B

Th1S study by the Agr1cultural Commerc1al1zat1on and Enterpr1se
ProJect (ACE) team has as 1ts purpose the 1dent1fY1ng of poss1ble
mechan1sms USAID m1ght use 1n develop1ng a proJ ect a1med at
1mprov1ng pr1vate agr1bus1ness act1v1t1es 1n order to ach1eve
h1gher goals 1n the economy

B Scope of Work

The scope of work requ1red that the team develop a rat10nale for
the proJect, look at constra1nts to agr1bus1ness development,
reV1ew programs of the GOI and 1nternat1onal donors, and to analyze
the 1nst1tut1onal context 1n Wh1Ch agrlbus1nesses operate

Once the above were undertaken, the team was to prov1de the
framework for USAID to develop a ProJect Ident1f1cat1on
Document (PID) that lS expected to lead to a ProJect Paper and
ult1mately to a proJect
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Th1S framework 1ncluded the follow1ng

-Goals
-Purpose
-MaJor outputs
-MaJor 1nputs
-Implementat1on mechan1sm
-Commod1ty focus
-Opportun1t1es for USAID 1ntervent1on
-U S./USAID comparat1ve advantages
-Recommended stud1es or further analys1s requ1red

C Plan of Work

The team rev1ewed all pert1nent documents, 1nterv1ewed USAID
personnel who have had a close assoc1at1on w1th the development of
the proJect, 1nterv1ewed pr1vate sector bus1nessmen, federal and
state government off1c1als 1nvolved 1n the agr1cultural sector,
V1s1ted managers of trade and 1ndustry assoc1at1ons, cooperat1ves
and producer assoc1at1ons, 1nternat1onal donor agenc1es, and
others knowledgeable of agr1bus1ness 1n the Ind1an context V1s1ts
were made to f1ve of the states. The publ1cat1ons rev1ewed and
persons met are 1ncluded at the end th1S report

II. The study

A. ProJect Rat10nale

1 The Place of Agr1culture 1n the Ind1an Economy

Ind1a lS a country of 329 m1ll1on hectares, almost half of Wh1Ch
lS cult1vated It has a populat1on 1n excess of 800 m1ll1on Wh1Ch
was grow1ng at an annual rate of 2 25% 1n 1981 and the growth rate
lS probably close to that today. In 1971, approx1mately 80% of the
populat1on res1ded 1n rural areas By 1981, the percentage had
decl1ned to about 73%, not a large decl1ne when Judged by other
areas of the develop1ng world where large m1grat1ons to urban areas
have taken place Wh1Ch have drast1cally changed the rural/urban
rat1os. Th1S development has also resulted 1n slgn1f1cant changes
1n the market1ng of agr1cultural products a~d 1n the form 1n Wh1Ch
these products are marketed

Ind1a's economy has trad1t1onally been based on agr1culture where
the maJor1ty of the people earn the1r Ilvel1hood In 1950,
agr1cu1ture's share of the GDP was 60 % and agr1culture had 70 % of
the total work force of the country' By 1980, agr1culture's share

'World Bank
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of the GDP had fallen to 38% and In 1989 lt was approxlmately 33%
However, ltS share of the work force remalned at around 70 % ThlS
lS somewhat of an anomaly Slnce one would have expected a decl1ne
l.n the rural labor force In response to the lnCreaSl.ng Job
opportunl.t1es l.n the non-rural sectors

The maJor portlon of Indl.a's farm lands are devoted to food graln
productl0n (Table 1) The area of these crops lncreased Sllghtly
between 1970/71 and 1985/86 Indla's agrlcultural sector grew at
an annual rate of 2 8% between 1965 and 1980, due malnly to the
"Green Revolutl.on" that took place durlng thl.s perl0d. As the Green
Revolutl.on slowed, the average growth rate decllned to 1 9%
between 1980 and 1986 Even wlth these growth rates, Indl.a ranks
below other countrles In the reglon (Table 2)

Ind1a's agrlcultural growth rate has been relat1vely low, the
adopt1on of H1gh Yl.eld1ng Varletles(HYVs), along wlth the 1ncrease
In area planted and lncreased l.rrlgatlon, has enabled Indla to
become self-suff1c1ent In food gralns durlng recent years The
total area In these crops under HYVs lS shown In Table 3

Part of the low rate of growth In agrlcultural output lS due to low
ylelds of lts maJor crops In comparlson wlth other countrles of the
world (Table 4) The low ylelds eXl.stlng for most crops glves an
lndl.catl.on of the dl.ffl.culty Indl.a faces l.n exportlng In face of
competltlon from more efflclent producers In other parts of the
world

Ind1a exports slgnlflcant quantltles of agrlcultural products, but
growth has been varlable, wlth rlce, coffee, tea, sugar and tobacco
showlng decllnes Slnce 1980/81 and 011 cake, flSh, fresh fru1ts and
vegetables, and ml.scellaneous processed foods showlng slzeable
lncreases In volume of exports (Table 5) However,
Indla's trade In most agrlcultural commodltles lS small In
relatl0nshlp to the total world trade (Table 6). Only In tea and
splces does Indla have a slgnlflcant share of the world market
Data In the table also show that Indla's share of lnternatl0nal
trade In agrlcultural products has generally decllned Slnce 1980
Some of thlS decllne 1S due to the grow1ng domestlc market for
agr1cultural products, but lS also due to competltlon from other
countrles that have lncreased productlon and exports ThlS lS
especlally true of tea and sp1ces And whlle the exports of frults
and vegetables have lncreased, Indla's share of the growlng world
market for these crops has decllned Trade In cereal crops has
decllned worldwlde as countrles have become more self-sufflclent In
wheat and rlce productlon

Indla's agrlcultural products are marketed worldwlde, but about one
thlrd go to the nearby Gulf States (Tables 7 and 8) Most of
Indla's exports are fresh frults, mangoes, fresh vegetables and
tubers, malnly onlons and potatoes RUSS1a has been a maJor market
for canned frult JUlces but thls market has been hlghly erratlc and
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has caused rna] or problems for processors who have attempted to
serV1ce 1t

2 Place of Agr1bus1ness 1n the Ind1an Economy

Agr1bus1ness can be def1ned 1n a number of ways but essent1ally 1t
1nvolves the system that 1ncludes all entrepreneur1al and
fac1l1tat1ng act1v1t1es 1nvolved from pre-product1on, product1on,
post-harvest handl1ng, process1ng, market1ng and the
1nfrastructures 1nvolved 1n these processes In other words,
agr1bus1ness lS 1nvolved 1n the plann1ng of product1on through to
the p01nt where the product lS consumed It lS also a part of the
processes of produc1ng and supply1ng of 1nputs and prov1d1ng the
coord1nat1ng mechan1sm that supports the system

Th1S broad def1n1t1on lS necessary Slnce what lS produced on the
farm and how 1t lS harvested and handled before leav1ng the farm
gate, lS of v1tal 1mportance to the overall success of an agro
1ndustr1al enterpr1se.

An attempt was made to obta1n a 11St of agro-1ndustr1es 1n Ind1a
but no systemat1c comp1lat1on was ava1lable Fa1rly good data was
ava1lable for some of the maJor agro-1ndustr1es such as sugar and
Jute L1m1ted data was ava1lable regard1ng agr1bus1nesses engaged
1n process1ng other crops

In general, 1t can be sa1d that some agro-1ndustr1es are very
large, e g , sugar factor1es and Jute m11ls Others are very small,
e g , one-person r1ce m1llers In a Ilm1ted way, one can get an
1dea of the Slze of the agr1bus1ness subsector engaged 1n export1ng
agr1cultural products from f1gures shown 1n Table 9 Wh1Ch glves a
breakdown by Slze and category of Scheduled F1rms reg1stered w1th
APEDA 1n 1984(the latest data from APEDA) These are f1rms that
obta1n llcenses to export Those process1ng only for the domest1c
market are not 1ncluded

These data show that pr1vate f1rms dom1nate 1n the process1ng and
market1ng of agr1cultural products for export and that the maJorlty
of the f1rms are small scale Fewer than 300 f1rms had a capac1ty
of over 250 mt. per year.

A breakdown of 520 slngle product merchants or manufacturers
reg1stered w1th APEDA 1n 1990 showed that almost two-th1rds were
merchants and only one-th1rd were manufacturers (Table 10) Of
those 1n manufactur1ng, about one-fourth were process1ng fru1ts and
vegetables, and one-fourth were process1ng guar gum.

Another 1nd1cat1on of the types of agr1cultural products be1ng
exported( other than the maJor parastatal-controlled products, such
as sugar, coffee, tea, Jute), can also be seen 1n the table Wh1Ch
shows that fru1ts and vegetables merchants head the 11st of those
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engaged 1n export1ng and those manufactur1ng agr1cultura products
for export

The value of Scheduled Product exports from 1980/81 to 1988/89 can
be seen 1n Table 11 Wh1Ch shows that exports 1n 1988/89 have more
than doubled Slnce 1980/81 However, these f1gures have not been
adJusted for the effect of 1nflat1on dur1ng th1S per10d and the
real 1ncrease at 1980/81 pr1ces was only 23%

The 1nstalled capac1ty, product1on and capac1ty ut1l1zat1on of Food
Process1ng Order (FPO) llcensees 1n the fru1t and vegetable sub
sector are shown 1n Table 12 Between 1981 and 1985, the 1nstalled
capac1ty 1ncreased from 275,000 mt to 379,000 mt Product1on
1ncreased from 90,000 mt to 155,000 mt , an 1ncrease of a Ilttle
more than 70% However, capac1ty ut1l1zat1on was less than 40%
dur1ng the per1od. Th1S 1S 1nd1cat1ve of one of the maJor problems
fac1ng agr1bus1nesses that process agr1cultural products There are
a number of reasons for th1s low ut1l1zat1on of capac1ty and these
w1Il be dealt w1th 1n the sect10n on constra1nts

However, some elements 1n the food process1ng 1ndustry operate at
much better rates as can be seen 1n f1gures publ1shed 1n the
BUS1ness Standard 1n "Ind1a 89" It should be noted that most of
these processed products would have a large consumer,potent1al,
e g , b1scU1tS, bread, wean1ng foods Breakfast foods (cereals,
etc ), on the other hand, have a very low ut1l1zat1on Foods of
th1s type normally have a low raw mater1al cost component and a
very h1gh packag1ng cost relat1ve to the total value

Products Mfd Installed Capac1ty
(In metr1c tonnes)

Capac1ty Use(%)

B1SCU1tS
Confect1onery
Bread
Breakfast foods
H1gh prote1n foods
Wean1ng food
Chocolate
Soft dr1nks(m11 bottles)

138,000
35,900

165,500
9,340

13,610
10,300
8,497
2,964

102
78
75
18
60

102
97
66

G1ven the Slze of the Ind1an market and relat1vely small role be1ng
played by agr1bus1nesses, espec1ally 1n the process1ng of food
products , one has to ask why the agro-1ndustr1al subsector lS not
larger Some of the maJor constra1nts are glven 1n the follow1ng
sect10n
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B Constralnts to Agrlbuslness

1 Introductlon

The foregolng sectlon made lt clear that agrlbuslnesses In Indla
have not developed or performed to the degree that one would expect
In an economy as large and dlverse as that of Indla The non
agrlcultural lndustrlal sector lS produclng a wlde varlety of
consumer and lndustrlal goods, many at very Sophlstlcated levels
And whlle the agro-lndustrlal sector has grown, lt has fa lied to
explolt the vast resources that are avallable In the country Those
that have been explolted, tea, coffee, fresh mangoes, etc , are not
keeplng up wlth competltlon from other countrles The volume of
productlon and exports has lncreased, due to overall domestlc and
export demand, but Indla's market share of practlcally all
agrlcultural products has decllned

The constralnts faclng agro-lndustrles have been hlghllghted In a
number of studles, lncludlng one commlssloned by
USAID (Chemonlcs,1990) Most of the studles come up wlth the same
concluslons In the team's travels around Indla and In dlScusslons
wlth prlvate sector agro-lndustry offlclals, government
agencles(both central government and state), flnanclal and
development lnstltutlons, and cooperatlves and through personal
observatlons, the team has crystalllzed the constralnts lnto a
number of broad categorles These are dlscussed below

B MaJor Constralnts to Agrlbuslness Development

a Lack of Avallablilty of Agrlcultural Products

All of the reports studled and many of the people lntervlewed
stated that the non-avallablilty, unsultablilty or uncertalnty of
raw materlal supply, whether for processlng or for domestlc or
export markets, lS a serlOUS constralnt to agrlbuslness
development ThlS may seem strange ln a country that can produce a
wlde varlety of agrlcultural products throughout the year and where
losses of food products may run as hlgh as 35 % for frults and
vegetables The problem lS not productlon or productlve potentlal
per se but the ablilty to produce the klnds of products requlred by
agrlbuslnesses, at the tlme and place where the products are
needed We heard reports that much of the losses lncurred by frults
and vegetables were due to a lack of processlng facliltles or the
lnablilty of processlng plants to utlllze economlcally the klnds or
varletles belng grown. Indla lS a large producer of mangos but many
of the varletles cannot be processed and exported economlcally

Indla has 15 cllmatlc zones WhlCh permlt lt to produce a wlde
varlety of agrlcultural crops throughout the year However,
seasonal factors llmlt agrlbuslness actlvltles Slnce facliltles
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(process1ng plants, storage warehouses, etc ) are slte spec1f1c and
econom1CS do not permlt the movement of raw products over long
dlstances for process1ng or preparat10n for fresh markets Th1S 1S
especlally true In Indla where the lnfrastructure (roads,
rallroads, storage facllltles, refrlgeratlon) are often 1nadequate
Many agr1cultural crops, such as fru1ts and vegetables, have short
harvest perlods, sometlmes as short as 2 to 3 months, and even less
for the hlghest quallty products ThlS creates many problems 1n
attemptlng to moblllze fresh or processed products for domestlc or
export markets

b Ineffect1ve or Inadequate Research and Development(R&D)
Actlv1t1es

The R&D to address the lack of raw materlal and other constralnts
1S often 1neffect1ve because of weak llnkages between the
government lnst1tutlons and unlverslt1es undertak1ng R&D and the
agencles that deal w1th farmers, both government extenslon agents
and agents of prlvate f1rms As a consequence, crop Y1elds 1n Ind1a
are often much less than those of other countr1es and affects
Indla's abll1ty to compete In world markets Varletal research
often does not address the problems faced by agro-1ndustrles 1n
that varletles released to farmers may not meet process1ng or
quallty and product standards demanded by export markets

c Land Tenure Restrlct10ns

Land tenure laws restrlct the Slze of holdlngs, mak1ng lt dlff1cult
to comblne farm areas for the optlmum economlC productlon requ1red
to support agro-processlng and other agrlbuslness actlv1tles In
some cases, cooperatlves have been successful In carrYlng out the
functlon of product mob1l1zatlon, but thls has been llm1ted to
certaln agrlcultural products such as the NDDB's mllk program NDDB
1S experlment1ng w1th the approach 1t successfully used for m1lk
for the collect1on, handllng and marketlng of fresh frults and
vegetables (and some frozen peas) for the domest1c market ThlS 1S
a p1lot proJect that has large lmpllcat10ns for frults and
vegetables Slnce a process1ng component 1S a llkely follow-on

d Deflc1enc1es 1n Post Harvest Handllng

The lack and knowledge and Skllls In the post-harvest handl1ng of
agr1cultural commod1t1es results 1n the del1very of poor qual1ty
products elther to the fresh market or to plants for process1ng
Th1S appears to be a pervaslve problem In Ind1a Most
agrlbus1nesses that deal wlth farmers have had to undertake spec1al
tra1nlng programs for f1eld personnel to overcome thlS problem

e Lack of Management Capabllltles

MaJor management constra1nts were ldent1f1ed by the team dur1ng ltS
1nterv1ews These 1ncluded lack of flnanC1al management In rural-
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based 1ndustr1es, cooperat1ves and small-scale 1ndustr1es, and
def1c1enc1es at the superv1sory level 1n the management of
technolog1cal packages and 1n the 1nab1l1ty to focus on the system
as a whole

f Ineff1c1ent Process1ng Procedures, Equ1pment and Plant
Des1gn

Most of the reports and many persons 1nterv1ewed by the team c1ted
the lack of knowledge of up to date process1ng procedures and
pract1ces as a maJor constra1nt to the growth and development of
agr1bus1nesses engaged 1n process1ng Def1c1enc1es 1n the type,
qual1ty and ut1l1zat1on of equ1pment as well as poor hyg1en1c and
san1tat1on standards Ilm1t processors' ab1l1ty to produce qual1ty
products meet1ng 1nternat1onal standards These def1c1enc1es may be
due to lack of awareness that better equ1pment eX1sts or they may
be due to restr1ct1ons on the 1mportat1on of cap1tal equ1pment or
h1gh eXC1se taxes on such 1mported 1tems

The lack of freez1ng fac1l1t1es and adequate warehouses are probl
ems faced by most agr1bus1nesses engaged 1n export1ng per1shable
products

g Lack of L1nkages between Product1on and Consumpt1on

The process1ng funct10n lS often v1ewed as a matter of bU1ld1ng a
factory and equ1pp1ng 1t w1th sU1table mach1nery to process the
products mov1ng through 1t Th1S concept has resulted 1n a great
many agr1bus1ness fa1lures Slnce the Ilnkages between product1on
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-
a plant bU1lt w1thout establ1sh1ng the bas1s for 1tS operat1on- the
raw mater1al sources and markets for the f1n1shed products The
1mportance of the process1ng funct10n act1ng as a br1dge be between
product1on and market1ng cannot be overstated It works 1n most
1ntegrated 1ndustr1es such as sugar, coffee, tea, m1lk and Jute
The problems currently encountered by some of the 1ndustr1es
ment10ned 1S not one of concept but of management. (See e above)
The GOI and the state governments are now tak1ng cogn1zance of the
1mportance of these backward and forward Ilnkages 1n agr1culture
and are promot1ng the process

h H1gh Cost of Packag1ng

Packag1ng 1S a spec1al problem Slnce 1t 1S essent1al for all
processed products and to some extent fresh products Current
custom regulat10ns and eXC1se rates make packag1ng very expens1ve
and reduce the process1ng 1ndustry's ab1l1ty to sell 1ts products,
e1ther domest1cally or abroad The GOI has made some changes 1n the
tax1ng structure and procedures, but packag1ng rema1ns a h1gh
percentage of the cost of the f1nal product
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1 Deflclencles In Transport and Marketlng

The scarclty and cost of refrlgerated transport has practlcally
prohlblted the transport of perlshable products over long
dlstances Consequently, such products must depend upon local
markets durlng flush productl0n perlods ThlS results ln low prlces
and a hlgh percentage of losses from unsold products

As mentl0ned earller, the transport lnfrastructure lS weak ThlS
llmlts the export of fresh perlshable products to areas nearest the
ports of eXlt Most of these ports do not have speclal faCl1ltles
for handllng perlshable products such as those that requlre
facllltles for products that must be refrlgerated or frozen Some
ports have electrlcal hookups for refrlgerated contalners, but
these are 11mlted

Alr transport presents a speclal case In that most lnternatlonal
fllghts are from New DeIhl and Bombay. The cargo handllng areas at
these alrports are congested and cargo space lS generally 11mlted
to that avallable on passenger alrcraft Also, the lack of cold
storage facllltles llmlts alr exports to the less perlshable
products Glven the chOlce of handllng perlshable agrlcultural
products or non-perlshable lndustrlal goods, the alrllnes generally
opt for the latter The above factors affect exporters' abllltles
In developlng export markets Slnce they cannot assure buyers that
they wlll be rellable suppllers No lmporter wl11 contlnue to deal
wlth an unrellable suppller, or lf he does, lt wl11 be on a very
low-prlce basls

J Inadequate Market Informatlon and Intelllgence

ThlS constralnt was mentloned In all the reports studled and by
those lntervlewed by the team Some lnformatlon lS avallable to
agrlbuslnesses through APEDA and some of the trade assoclatlons
WhlCh have access to sources such as the Internatlonal Trade Center
In Geneva However, lt lS the lack of tlmely lnformatl0n that can
be used on a day to day basls for maklng qUlck declsl0ns that lS
mlsslng ThlS type of lnformatl0n lS especlally lacklng on forelgn
market condltlons and prlces In the case of splces, there seem to
be adequate market lnformatl0n and lntelllgence system But, then,
Indlan splces are an lmportant commodlty on the world market and
the lndustry has bUl1t up an lnformatl0n system over the years

Although there are several export promotl0n agencles In Indla,
there does not appear to be a functl0nal research and development
program In place to asslst, elther those selllng In the domestlc
market or for export Llttle seems to be known about the domestlc
market, especlally about the demand structure of the relatlvely
large number of mlddle lncome consumers, sald to exceed 100
ml11lon ThlS group lS the maln target for products from agro
lndustrles produclng consumer goods for the domestlc market.
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Apparently, the most effectlve market research In forelgn markets
comes from non-resldent Indlans llvlng and worklng In other
countrles who see opportunltles and transmlt thlS lnformatlon to
contacts In Indla ThlS network could probably be strengthened wlth
government asslstance

k Government PollCles and Regulatory Envlronment

Indla's maJ or thrust ln the agrlcultural sector has been ln
promotlng the productlon of baslc food crops--gralns, pulses and
ollseeds Processed foods have been consldered luxury ltems for the
well-to-do consequently, only llmlted asslstance has been glven to
agro-lndustrles lnvolved ln food processlng and related actlvltles.
Also, the government's pollcy has focused on lmport Substltutlon
and most food ltems and products that compete wlth local productlon
have been prohlblted from enterlng the country Only recently have
there been dlScusslon toward sUbstantlally modlfylng pollcles to
encourage agrlbuslnesses, especlally those that export processed
agrlcultural products More detalls of the government's new pollCy
lnltlatlves( not approved at the tlme thls report was prepared)
wlll be glven later

The regulatory envlronment-- llcenslng, documentatlon, drawbacks,
and procedures have been the tOP1C of many trade assoclatlon
dlScusslons Llcenslng lS especlally cruclal Slnce a buslness
cannot begln operatlng wlthout one A survey of exporters by Desal
and others In 1989 showed that most of the exporters' complalnts
were about customs and the Chlef Controller of Imports and
Exports (CCI&E) The red tape lnvolved In transactlons was descrlbed
as exceSSlve Others have been less generous In thelr descrlptlons
of government procedures

In some areas of agrlbuslness, the lnablllty to obtaln clear-cut
lntellectual rlghts has been a constralnt to lmprovlng the
agrlcultural system ThlS has been true ln the development of
lmproved seed and cultlvars WhlCh could greatly lncrease ylelds and
quallty. It also explalns the reluctance of prlvate agrlbuslness
flrms to engage In R&D In a broad spectrum of actlvltles. The New
POllcy on Seed Development, promulgated ln September, 1988, lS
deslgned to make lt eaSler to have collaboratlve agreements wlth
forelgn flrms

Many trade assoclatlons have dlrect tles elther to the central or
to state governments, often recelvlng the maJor portlon of thelr
fundlng from these sources Consequently, pollcy dlalogue to remedy
lndustry problems lS often less rlgorous than mlght be expected
from assoclatlons that do not have such tles Industry trade
assoclatlons appear to be more effectlve at the state level In
obtalnlng pollcy changes.
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1 Parastatal Monopol1es

Some agro-1ndustr1es, such as sugar, have a large number of state
corporat1ons These corporat1ons rece1ve state fund1ng for start1ng
up and large 1nfus10ns of funds when 1t lS necessary to keep them
afloat Some of these state-owned operat1ons are effect1ve
monopol1es Slnce the pr1vate sector lS often reluctant to enter
1nto compet1t1on w1th them, and 1n some cases, are proh1b1ted from
d01ng so, e1ther outr1ght or by the d1ff1culty of obta1n1ng
llcenses Although the Jute 1ndustry lS pr1vate sector on paper,
government rules regard1ng wages, flex1b1l1ty 1n h1r1ng and f1r1ng,
and other act1vlt1es, make the Jute lndustry essent1ally a
government controlled operat1on In none of the team's d1Scuss1ons
w1th state and central government off1c1als d1d the problem of
parastatals In the agr1bus1ness sector ar1se Th1S may be
understandable Slnce most of them experlence large losses and are
a draln on the government's treasury To the extent that the state
governments own or control agr1bus1ness enterprlses, 1t w1ll be
d1ff1cult for the pr1vate sector to operate

m Lack of SU1table F1nanc1ng

The ACE team has rece1ved confl1ct1ng 0p1n1ons regard1ng the
sU1tab1l1ty of agr1bus1ness flnanc1ng ava1lable 1n Ind1a F1nanc1ng
lS ava1lable but may not always be appropr1ate for the proJect 1n
questlon Local f1nanc1al 1nst1tutlons are more 1nterested 1n
proJects Wh1Ch y1eld hlgher returns than lS typ1cal of
agrlbus1nesses, and llm1ted funds tend to be dlrected towards the
more profltable ventures Slnce f1nanc1ng lS cruc1al to the
successful development of agr1bus1ness proJects, we strongly
suggest that further analysls on th1s subJect be undertaken Glven
our lmpress10n that add1t1onal flnanclal means to support
agrlbus1nesses are necessary, we have 1ncluded a Flnanc1al
component 1n the ACE proJect

3 Summary Statement

There lS a slgn1f1cant potent1al for 1mprovlng rural 1ncomes and
employment, reduclng food losses, 1ncreas1ng food supplles and
generatlng addlt10nal forelgn exchange earn1ngs through the
promotlon of agrlbus1ness 1n Indla ThlS potent1al depends upon
lmprovements In the agrlbuslness system, from the post farm gate to
the consumer

The foregolng reV1ew of the place of agr1culture In the natlonal
economy, the trends wlthln the sector, agro-1ndustry's place and
role, the competlt1ve forces at work, and the constralnts to
agr1buslness, can be summar1zed as follows

-Agr1culture employs approx1mately 70% of the Ind1an
work-force However, agrlculture accounts for only about
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one-th1rd of the GDP and the percentage share lS
decl1n1ng

-The growth rate of agr1culture lS slow1ng down, 1n part
as ava1lable land and resources devoted to the "Green
Revolut1on" crops are ut1l1zed Growth 1n the foodgra1n
subsector may be more d1ff1cult 1n the future.

-Even w1th the 1ncreased crops y1elds 1n Ind1a, they are
below those of other countr1es 1n the reg10n Th1S makes
1t d1ff1cult for Ind1a to compete 1n world markets

-The agro-1ndustr1al sector accounts for approx1mately
50% of the total 1ndustr1al output and earns about one
th1rd of the country's fore1gn exchange Most of these
earn1ngs are from maJor crops such as coffee, tea,
sugar, Jute and cotton These crops are ma1nly
controlled one way or another by state governments

-The food process1ng subsector lS very small 1n relat10n
to potent1al markets, both domest1c and export For
example, there lS a process1ng capac1ty for only about
1 5% of the 65 m1ll1on tons of fru1t and vegetables
currently produced Even so, only about 30% to 40% of
the capac1ty 1S ut1l1zed

-Except for the large parastatal corporat1ons that
control the process1ng and market1ng of such maJor crops
as sugar, Jute, and cotton, agr1bus1nesses 1n Ind1a tend
to be small operat1ons, handl1ng less than 250 mt. of
product plant per year

-Plants and equ1pment used by food processors are
generally cons1dered to be obsolescent and 1neff1c1ent by
modern standards Part of th1S lS due to restr1ct1ons on
the 1mport of equ1pment Other reasons may 1nclude
1nab1l1ty to obta1n f1nanc1ng, the lack of knowledge of
more eff1c1ent equ1pment, the cost of modern1zat1on and
the reluctance to 1nvest 1n h1gh r1sk ventures

-A number of other constra1nts have been 1dent1f1ed Wh1Ch
are keep1ng agr1bus1nesses from develop1ng these can be
summar1zed br1efly below They are placed more or less 1n
pr1or1ty order but 1t must be emphas1zed that th1S lS
only a subJect1ve appra1sal by the team Others would
probably rank them d1fferently

L1ttle governmental ass1stance or encouragement
has been glven to the development of pr1vate
agr1bus1nesses
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L1nkage gap between producers and consumers

Lack of adequate raw mater1als

Def1c1enc1es 1n post harvest handl1ng

Inadequate research and development

H1gh packag1ng costs due to tax structure

Def1c1enc1es 1n transport and market1ng

Inadequate market 1nformat1on and 1ntell1gence

Apparent lack of f1nanC1al resources

Land tenure restr1ct1ons

Parastatal act1v1t1es

- The government lS now recogn1z1ng the role agr1bus1nesses
can play 1n the economy, espec1ally 1n generat1ng fore1gn
exchange earn1ngs. ( See Sect10n IIC on GOI 1n1t1at1ves) As a
consequence, some taxes have been restructured to lower taxes
on 1tems used by agr1bus1nesses Procedures are be1ng mod1f1ed
to reduce the t1me for approvals of proJects and act1v1t1es
Rules on fore1gn 1nvestment and technology 1mports are be1ng
llberal1zed

- A number of states have 1n1t1ated stud1es to look for
agr1bus1ness opportun1t1es ( See Sect10n IIC). Most of these
stud1es are focus1ng on fru1ts and vegetables as the area that
offers the most opportun1ty for 1mprov1ng employment and
1ncomes Donors, most prom1nently the World Bank, are glv1ng
ass1stance to agr1bus1nesses engaged 1n process1ng and
market1ng fru1ts and vegetables

- G1ven USAID's des1re to ass1st Ind1an agr1culture through
development of pr1vate sector agr1bus1nesses, and the large
number of constra1nts that need to be addressed, the team
feels a proJect that would prov1de a llnkage between the
farmer and the consumer would enable USAID to make the largest
1mpact w1th the resources 1t has ava1lable for th1S
1n1t1at1ve G1ven the 1nterest of other donors 1n agr1bus1ness
development, there appears to be cons1derable scope for
collaborat1on between USAID and these donors
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C Programs and Plans of the Government of Indla and Donors

1 Government of Indla

A new lndustrlal pOllCy was lntroduced In Parllament ln May, 1990
The government made known lts lntentlon to reduce procedural delays
and debts WhlCh are endemlc to the Indlan economy The proposed
pOllCy changes are deslgned to encourage entrepreneurs to speed up
lnvestments One of the features of the proposed new pOllCy
llberallzes forelgn lnvestments and the lmportatlon of technology
However, Indla had a change of government In November, 1990 and the
new government has made known lts lntentlons to reverse some of the
pollcy conslderatlons contalned In the May pOllcy statement,
especlally In the matter of forelgn lnvestments

Some hlghllghts of the May, 1990 pOllcy statement are glven below
as a way of showlng some of the constralnts buslnesses operate
under

-Forelgn lnvestors wlll be allowed up to 40% equlty In a
company on an automatlc basls, subJ ect to satlsfactlon of
certaln requlrements ThlS measure fell short of the 51%
equlty posltlon deSlred by forelgn lnvestors

-Acqulsltlon of forelgn technology wlll be made eaSler
Entrepreneurs wlll be allowed to conclude collaboratlons
wlthout referrlng to the government, provldlng some condltlons
regardlng royalty payments and exports are met

-The much expected changes In the Monopolles and Restrlctlve
Trade Practlces Commlsslon(MRTP)/Forelgn Exchange Regulatlon
Act (FERA) were not made

-New lncentlves wlll be offered to forelgn lnvestors such as
reduced corporate tax rates, lncreased repatrlatlon rates of
capltal lnvestment and lncome earned from these

The new agrlcultural pollcy calls for a buslness-orlented approach
to agrlbuslness, contlnuance of the present scheme of SUbsldlzed
lnputs and lncentlve prlclng I and a revamplng of agrlcultural
lnstltutlons

The Mlnlstry of Food Processlng Industrles (MFPI) was created to
fulflll the need for a catalyst to develop an agro-based pattern of
rural lndustrlallzatlon to transfer technology, lncrease lncomes
and create maJor avenues for lncreased rural employment for women

Whlle the scope of the Mlnlstry's responslbllltles lS qUlte broad,
lt currently has very llttle staff to cope wlth these
responslbllltles and lS not yet performlng as lntended
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One of the sal1ent p01nts of the E1ghth Plan (st1ll to be approved)
lS that food process1ng 1ndustr1es have been 1dent1f1ed as one of
the 14 maJor thrust areas for promot1on of exports The Cab1net
Comm1ttee has approved a number of pol1c1es to promote food
process1ng 1ndustr1es, lncludlng

- Plac1ng food process1ng 1ndustr1es, 1nclud1ng packag1ng and
preservat1on, 1n GOI Append1x I( Wh1Ch glves pr1or1ty to the
1tems 1n Append1x I)

-Treat1ng food process1ng 1ndustr1es as a h1gh pr10rlty sector
for the purpose of bank f1nance

-Encouraglng the format1on of cooperat1ves 1n rural areas for
the collect1on of raw materlals

-Perm1tt1ng food process1ng 1ndustr1es to acqu1re land for
demonstrat1on purposes, subJect to land ce1l1ng laws

-Encourag1ng 1nvestment In cold storage facllltles
Restructurlng dutles and other levles WhlCh currently
d1scourage lnvestment In such faCllltles

-Constltutlng a Natlonal Flsherles Development Board

-Permlttlng state-of-the-art technology for both capltal
equ1pment and processlng technology

-Provldlng lncentlves to Indlan lndustrles to form JOlnt
ventures abroad

-upgradlng quallty control laboratorles

The pollcles above focused attentlon on the need for allowlng large
companles to part1clpate In product1on, strengthenlng of the
transport network, lmprovlng raw materlal avallablllty, prov1d1ng
flscal lncentlves, and formlng JOlnt ventures

As mentloned above, the future of these pollc1es lS In doubt Slnce
some of them are deflnltely opposed by the new government Even so,
some donor agencles are pushlng for pollcy changes along the May,
1990 Ilnes The ASlan Development Bank (ADB) lS suggest1ng that the
government phase out the MRTP requlrement The ADB lS also
suggestlng that the government ellmlnate the reservatlon system for
small scale 1ndustry to allow competltlon by larger flrms at more
efflClent scales of productlon and reform the lncentlve system so
that small flrms are not dlscouraged from expandlng the scale of
thelr operat1ons. Slnce the new government glves top prlorlty to
small scale operatlons, 1t may be dlfflcult to obtaln these
changes
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2 state Government Inltlatlves

A number of states are actlvely promotlng agrlbuslnesses or are
explorlng opportunltles for lmprovlng or expandlng agrlbuslness
operatl0ns Informatl0n lS not avallable on the actlvltles of all
the states, but the lnformatlon provlded below can glve the scope
and thrust of these actlvltles

-Durlng 1988/89, a report was completed on processlng of
frults and vegetables In Jammu and Kashmlr

-A prellmlnary report on the prospects of settlng of frult and
vegetable processlng unlts In Andaman and Nlcobar Islands has
been prepared.

-Madhya Pradesh has carrled out a survey of the potentlal for
a frult and vegetable processlng lndustry

-A study of frult and vegetable processlng potentlal In Andhra
Pradesh has been conducted by Agrlcultural Flnance Consultants
Ltd In January, 1990

-The Government of Maharashtra has planned a number of
actlvltles lncludlng promotlon of agrlcultural processlng
lndustrles and creatlon of lnfrastructural facllltles such as
transportatlon, storage, and marketlng A very large frult
productl0n proJect lS already underway In the state WhlCh wll1
requlre a number of agrlbuslness components wlthln 3 to 4
years

-Haryana's plans for exportlng food gralns, and frults and
vegetables, wll1 requlre the establlshment of a number of new
agrlbuslnesses

-The Agrlcultural Industrlal Development Corporatlon In
GUJarat presented the team wlth a very ambltlouS program to
develop agro-lndustrles for a number of commodltles A pOllCy
paper has been prepared on the promotlon of agrlbuslnesses In
the state.

-The Natlonal Dalry Development Board (NDDB) has made a
comprehenslve study of the frult and vegetable productlon,
marketlng and consumptl0n system In New DeIhl and lts area of
lnfluence ThlS survey has served as the baS1S for a maJor
pllot proJect lnvolvlng frults and vegetables

-A plneapple processlng plant has been establlshed In Trlpura
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3 Donors

A number of donors are prov1d1ng Ind1a w1th ass1stance 1n the form
of loans and grants In 1989/89, comm1tments amounted to $5 4
b1ll1on An exact f1gure lS not ava1lable but 1t lS est1mated that
approx1mately $200 m1ll1on of these comm1tments are dlrectly or
lnd1rectly related to agrlbuslness A summary of 1dentlfled
actlv1t1es lS shown 1n Table 13 Detalls of these proJects are
glven 1n Annex 1

a The World Bank

The World Bank and lts affll1ate the Internat10nal Development
Assoclat1on(IDA) are the maJor donors, followed by the ASlan
Development Bank These agencles account for more than three
fourths of loan and grant commltments to Indla However, a number
of other donors, lncludlng the US, provlde funds or commodltles
to support varlOUS sectors ln the economy

Agrlbuslness ProJect

The World Bank
contracted wlth
Industry(FICCI)
pollCy reforms

lS conslderlng a proJect In agrlbuslness and
the Federatlon of Indlan Chambers of Commerce
to conduct a study In the areas of taxatlon
ThlS report lS due the end of December, 1990

has
and
and

Frult and Vegetable ProJect ln Bangalore

The Bank lS support1ng a proJect belng lmplemented by the
Hortlculture Producers Cooperatlve Marketlng Soclety(HOPCOMS) In
Bangalore ThlS proJect lnvolves frult drlnk productlon and the
marketlng of fru1ts and vegetables

Troplcal Hortlculture ProJect

A troplcal hortlcultural proJect lnvolvlng the productlon,
processlng and marketlng of fresh frults and vegetables In Andhra
Pradesh, Karnataka, Tamll Nadu, Kerala, and Maharashtra has been
proposed but has not been accepted by the states lnvolved

Nerkhed Food Processlng ProJect

ThlS proJect ln Maharashtra state lnvolves the productlon,
processlng and marketlng of processed frults and vegetables (mango,
oranges, lemons, guava, and tomatoes) The proJect has yet to be
approved by the Bank
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NDDB Frult and Vegetable ProJect

ThlS proJect WhlCh has been alluded to earller lS deslgned to test
whether the model used by NDDB for mllk productlon, processlng and
market1ng can be successfully applled to frults and vegetables The
pllot program lS underway In New DeIhl and lf successful, wlll be
expanded to other maJor cltles In the country

b Unlted Nat10ns Development Program (UNDP)

The UNDP has proposed four proJects and the GOI has accepted two.
One proJect lnvolves meat and poultry, the other lS a frult and
vegetable processlng proJect In Jammu and Kashmlr The latter wlll
be ln1tlated when condltlons permlt

c The Food and Agrlculture Organlzatlon

A proJect lS underway In Cochln, Bombay and Calcutta to strengthen
the export lnspectlon agencles In those ports FAO lS provldlng
technlcal consultancy 1n food quallty control

d The Canadlan Hlgh Commlsslon(CHC)

The CHC lS sponsorlng a large agr1cultural extenslon proJect WhlCh,
among other th1ngs, tralns farmers and proJ ect staff In post
harvest technology, storage of gralns and frults and vegetables
The proJect covers over a thousand vlliages In uttar Pradesh

A proJect coverlng elght states lnvolves the productlon, processlng
and marketlng of edlble olls It lS supported by the sales of
donated edlble olls from Canada and the U S

e The Australlan Hlgh Commlsslon(AHC)

A proposal has been made by the AHC to lntroduce approprlate
Australlan technology for post harvest handllng and dlstrlbutlon of
fresh and processed frults and vegetables In Bangalore

f The Brltlsh Hlgh Commlsslon(BHC)

No speclflc proJect In agrlbuslness

g The German Embassy

No speclflc proJects In agrlbuslness

h The Japanese Embassy

No speclflc proJects In agrlbuslness
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1 Bulgar1an Embassy

A fru1t and vegetable proJect 1n Jammu and Kashm1r 1S underway but
has been affected by unsettled cond1t1ons 1n the reg10n

J The Dutch Embassy

A seed proJect 1nvolv1ng NDDB 1S underway.

4 Key Lessons from Donors

The team has d1scussed w1th donors the var10US proJects they have
supported and asked about lessons learned dur1ng the preparat10n
and conduct of the proJects All proJects have had certa1n problems
1nvolv1ng governmental procedures 1n start1ng up Some of the more
spec1f1c comments are glven below

-States are often too opt1m1st1c as to the1r ab1l1ty to
prov1de counterpart fund1ng Consequently, they are unable to
meet the1r comm1tments and th1S results 1n proJects fa1l1ng to
meet targets

-Mult1-state proJects, espec1ally those cover1ng four or more
states, are d1ff1cult to mon1tor

5 Opportun1t1es for Coord1nat1on

The recent strong 1nterest by the GOI and the states 1n the
agr1bus1ness subsector has resulted 1n donors rece1v1ng a large
number of proJect proposals and 1n support1ng several agr1bus1ness
proJects The strongest 1nterest has been w1th fru1t and vegetable
product1on, process1ng and market1ng

Several of the donor agenc1es felt that there 1S ample scope for
coord1nat1on and co-f1nanc1ng of proJects If the ACE proJect 1S
approved, such coord1nat1on should be fully explored

D INSTITUTIONAL CONTEXT OF ACE

1 Range and Role
Agr1bus1ness

of Inst1tut1ons Concerned w1th

Th1S sect10n reV1ews some of the key 1nst1tut1ons concerned w1th
agr1bus1ness development 1n Ind1a, part1cularly the agro-1ndustry
sector ( A more deta1led d1Scuss1on lS found 1n Annex 3)
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There lS no central government agency that plans, coord1nates and
mon1tors all the act1v1t1es that encompass agr1bus1ness 1n Ind1a
In real1ty, 1t would be an almost 1mposs1ble task. For food
process1ng act1v1t1es, there lS the Mlnlstry of Food Processlng
Industrles, but lt has few responslbllltles except promotlonal
actlvltles and llcenslng of lndustrles for quallty control The
Mlnlstry of Commerce covers non-food agr1buslness actlvltles
Hortlculture falls under the Mlnlstry of Agrlculture and WhlCh
collects market lnformatlon and promotes the lndustry Packaglng
lssues are addressed by the Mln1stry of Industrles LeVles and
taxes remaln the responslbll1ty of the M1nlstry of Flnance and
state governments F1nally, research and development fall under
the Mlnlstry of SClence and Technology There lS also a new
Department of Small-Scale and Rural Industrles wlthln the M1n1stry
of Industr1es that covers some agrlbuslness areas

At the state-level, there are Agro-Industry Development
Corporatlons, Industrlal Development Corporatlons, and Industrlal
Investment or Flnanclal Corporatlons, WhlCh promote and provlde
serVlces to the agro-lndustry sector However, th1S lS a recent
d1rect1ve and the lntenslty of effort varles greatly from state to
state Most agr1buslness proJect act1vlt1es are add-ons rather
than spec1flc targets State governments play the largest role 1n
prov1dlng the lnfrastructure and raw mater1als necessary for the
food processlng lndustrles These corporatlons funct10n as
extended arms of the natlonal-Ievel lndustrlal development and
flnanclal lnstltutlons such as the Industrlal Development Bank of
Indla, Industrlal Credlt and Investment Corporatlon of lndla, and
others to coordlnate and lntegrate lndustrlal development
actlvltles at the state-level Generally, corporatlons promote
lndustrlal unlts through three dlfferent sectors Subsldlarles,
JOlnt ventures, and asslsted ventures

There lS no slngle trade assoc1atlon that lS the recognlzed body
for taklng up matters connected w1th agro-processlng However, many
buslness assoclatlons do take up some pollcy d1alogue lssues WhlCh
are targeted to thelr own constltuents Some of the more actlve
assoclatlons, such as Assocham and FICCl, co-sponsor workshops and
stud1es WhlCh are related to agro-processlng lssues such as export
potentlal for fru1ts and vegetables The Confederat1on of Indlan
Food Trade and Industry (CIFTl) caters spec1flcally to the needs of
food lndustry and trade The lnformal lnformatlon exchange between
lts members regardlng lnvestment optlons, market 1nformatlon
contacts and promotlng common pOI1Cy lssues, appears to be most
substantlve beneflt for members

Cooperatlves socletles vary substantlally from state to state and
from one lnstltutlon to another They have generally had mlxed
results Past experlence In varlOUS states, 1nclud1ng Maharashtra,
GUJarat, Tamll Nadu, Karnataka and Andhra Pradesh lndlcate that
when lt comes to voluntary wlthdrawal of state power and control,
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cooperatlves can be relatlvely successful The GOI malntalns a
strong commltment to the contlnued development and lmprovement of
the cooperatlve structure, partlcularly In the agrlculture and
agro-lndustrlal sectors The cooperatlve system functlons as a
multl-tlered system operatlng at vlllage, dlstrlct, and state
levels

In recent years, cooperatlve socletles have become actlve In
processlng a number of agrlcultural commodltles such as sugar, tea,
edlble olls, cotton, dalry, etc Indlan cooperatlve dalry
actlVltles are recognlzed allover the world as an example of
successful cooperatlve organlzatlon Many cooperatlves do not truly
functlon as cooperatlves and have a tendency to follow government
pollcles, followlng the "stlck and carrot" method Each state has
dlfferent by-laws that govern cooperatlves In all of Indla,
cooperatlve members provlde only 5% of the worklng capltal and the
rest lS provlded by state governments cooperatlves In the
agro-processlng area have not performed well Nevertheless,
cooperatlves provlde one of the most lmportant condults to provlde
technlcal asslstance, admlnlster tralnlng programs, organlze
farmers and act as a base for raw materlal procurement
Cooperatlves wlll partlclpate on a proJect by proJect basls,
follow1ng a pro] ect selectlon gU1de developed by the Pro] ect
Wlthln the last few years, cooperatlves have begun establlshlng
frult and vegetable processlng unlts In several states, e g , the
NDDB complex at Mongolpurl, New DeIhl and ltS afflllated
procurement centers recelves, sorts, grades and despatches to
retall outlets over 30 1tems a day from numerous productlon areas
obta1ned from 9 states

The banklng and f1nanc1al 1nstltut1ons WhlCh support the
agro-lndustrlal sector are many but few appear to have targeted
thlS sector as a pr1or1ty The agrlbus1ness sector and
agro-1ndustry In part1cular 1S seen bas1cally as less prof1table 1n
comparlson to the non-agr1cultural lnvestment opportunltles In
terms of return on 1nvestment and lower rlsk Nevertheless, IDBI,
ICICI, IFCI, NABARD all have the mandate to support the rural
sector, 1ncludlng small-scale and medlum Slze lndustrles For
example, IDBI's agrlculture-related lndustrles accounted for about
17% of sanctlons under D1rect Flnance Schemes In 1989-90 At the
state-level, lndustrlal lnvestment corporatlons have flnanclal
asslstance schemes, venture flnance, seed capltal asslstance
schemes and others to support the agro-1ndustrlal sector However,
the agro-lndustr1al portfollo of lnvestment proJects lS relatlvely
small The state corporat1ons that promote agro-1ndustr1es do not
have the lnvestment capltal but those that do have capltal appear
to take more passlve posltlon

There are numerous tra1n1ng and research lnstltutlons that have
techn1cal capabll1tles and Wh1Ch can lmpact on the agro-lndustr1al
sector The Indlan Instltute of Management/Center for Management 1n
Agr1culture, and the Instltute for Rural Management are two WhlCh
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have a good reputatlon bUllt on over 27 and 11 years of experlence,
respectlvely Such lnstltutlons provlded senlor level management
tralnlng and prepare professlonals for mlddle management rural
enterprlse proJects Agrlcultural unlversltles and consultant
groups can provlde lmportant lnputs related to tralnlng and
research These lnstltutlons have recelved support from
lnternatlonal agencles. 11M has conducted research on the
agro-lndustrlal sector NDDB has carrled out a study on the frults
and vegetable productlon-dlstrlbutlon and marketlng system servlng
DeIhl, and several state agro-lndustrlal corporatlons have
conducted studles of the agro-processlng at the state level,
lncludlng those In GUJarat and Tamll Nadu Haryana lS currently
carrYlng out a comprehenslve study on agro-processlng and
marketlng

The prlvate sector has been lnvolved In agrlbuslness for many
years However, the emergence of an organlzed agrlbuslness food
processlng lndustry In an organlzed manner lS of falrly recent
orlgln Industrles llke dalry, sugar, vegetable olls or carbonated
beverages, have been 1n eX1stence for a long tlme

The agrlbus1ness food processlng lndustry has baslcally three types
of unlts In operatlon

Prlmary processlng unlts
Cottage and household unlts In the unorganlzed

sector
Organlzed manufacturlng unlts

Around 60% of the un1ts operat1ng 1n the 1ndustry are reportedly 1n
the f1rst two categor1es Slnce the process1ng act1vlty 1S largely
concentrated In the unorgan1zed sector of the economy there lS no
sound data base on th1s 1ndustry One rough est1mate lS 575,000
for the pr1mary processlng sector (rlce hUllers, flour, dal and 011
mllls), 77,000 In the unorganlzed sector (baker1es, paste goods,
tradltlonal food, poha and processlng frults, vegetables and
sp1ces) The organ1zed manufacturlng sector reportedly compr1ses
of 18,000 food process1ng unlts The share of small scale sector
1n fru1ts and vegetable process1ng lS estlmated around 65% to 70%3
Some of the other companles Wh1Ch share the other 30% are All
Seasons Foods, K1ssan Products, D1PPY Ltd, H1ndustan Lever, Food
Spec1alt1es etc , are large and popular un1ts sell1ng a var1ety of
products wlth the1r own brand names In the market

2 Tarn1l Nadu Agrolndustrlal Industrles Corporat10n Ltd food
Processlng Sector In Tamll Nadu TAl as a Nodal Agency Madras, May
1990

3 Agro-1ndustr1al Researcher Fru1t and Vegetable Process1ng
Industry In Indla Vol VI, No C, October, 1989
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Slnce there lS llm1ted 1nformat1on on th1s sector, 1t lS very
d1ff1cult to determ1ne 1ts performance, and who does what There
are a several 1ntegrated 1n1t1at1ves such as WIMCO, NDDB (fru1ts
and vegetables proJect), Peps1, Food Pr1vate Ltd., K1ssan Products
of Bangalore, and other pr1vate sector 1n1t1at1ves related to mango
exports Wh1Ch are prov1d1ng 1mportant "lessons learned ll to the
agro-1ndustr1al entrepreneurs presently 1nvolved 1n the sector or
contemplat1ng such 1nvestments

The chart on the next page prov1des an over-V1ew of some key
1nst1tut1ons 1nvolved 1n agr1bus1ness/agro-1ndustry act1v1t1es,
the1r ma1n areas of focus, and means and mechan1sms of
1mplementat1on
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CENTRAL LEVEL

Mlnlstry of Food
Processlng
Industrles

APEDA

SIDO/SS-RI

ROLE

-Developmental
-Technlcal and
Advlsory

-Regulatory

-Export
promotlon

-Export Reglst
-Market lnfor
-SerVlces

-Promotlon
-Tech Asst
-Subsldles
equlpment

-Prod quallty
support

MEANS

-Semlnars
-Contacts

-Development
Counclls

-Falrs
-Modern Food

-3 reglonal
offlces

-state corps
-AFC

-130 unlts at
state level

-Testlng Ctrs
-Product dev
centers

-Tech. staff
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MECHANISM

Indlrect
Through

promotlon,
lobbylng for
p011Cy change
Dlrect.
Regulatory

Dlrect Export
llcenslng
Indlrect
Market lnfo

Indlrect
Promotlonal,
p011Cy dlalogue

Mlnlstry of
Agrlculture,
Hortlculture Bd

-Input supply, -Extenslon
data serVlces

-Market lnfo

Pollcy

Trade Assoclatlons
FICCI, CIFTI

state-level
Industrlal,
FlnanClal or
Agro-lndustrlal
Corporatlons

11M/IRMA

-Informatlon
-Promotlon of
agrlbuslness,

-Servlces

-Provlde loans
-Invest equlty
-Promotlon
-Development
-Escort serv
-Feaslblilty
studles,etc

-Research,
studles,
tralnlng

-Chambers of
Commerce
and Ind ,etc

-Promotlon
-Coordlnatlon
-Consultancy
-Tech. trans
-Dlr. lnvest
-Jolnt vent
wlth prlvate
sector

-Tralnlng
centers
courses,
etc

Channellng
studles,
workshops
PollCy dlalogue

Dlrect lnvolve
ment In ACE or
on Advlsory
Councll

Posslble Imple
mentatlon Agy

ACE/sub-pro)
contract as
needed, prl
marlly for
coop and mld
level mktg
managers



CENTRAL LEVEL

Cooperatlves

state-level/area
speclflcjtargeted
cooperatlves

lIP

AFC

NDDB

ROLE

-Tralnlng
-Promotlon
-Org of Pro-
ducers

-Polltlcal
leverage

-Llnkage to
farmers

-Tralnlng
-prod deslgn
-Advlsory
-Testlng serv

-ProJ ldent
-Consultlng
-Leveraglng
research

-Monltorlng/
evaluatlon

-Studles

-ProJect Dev
-Pllot ProJs
-Studles
-Tech experts

MEANS

-Cooperatlves
-Condult to
provlde
ass1St or
admlnln
tralnlng
programs

-Procure
ment of
raw mater
lals

-Agro-proc

-3 reglonal
lnstltutes

-Consultlng
serVlces to
banks, Int
Orgs and
prlvate
sector

-Tralnlng
-Coops

MECHANISM

Part on a
proJect by
proJect
speclflc
statlon and
coop basls,
not open
partlclpatlon

Contract when
needed

Contract as
needed
Partlclpatlon
on Advlsory
Councll

Contract
JOlnt Collab
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IDBI/ICICI/IFCI -Promotlon,
flnanclng
and deve
lopment

-Reglonal, Posslble
state and nodal agency
representatlve
entltles

Prlvate Consultant
Flrms

NGOs

-Speclallzed
serVlces

-Communlty
based ser
lces and
lnnovatlve
proJect exper
lence

-Contracts
and own staff

-Own staff
-Contract
-Jolnt part-
ners

Contracts

Contracts
Retalner
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Agrlcultural
Unlversltles

-Research
-Tralnlng
-Tech Asst

-Own faclll
tles

-Demonstra
tlon fleld
trlals

Utlllze
Skllls to
develop

cl1ent
relat1on
w1th agrl
bUSlnesses
selected by
ACE
Part1c1pate
1n Adv Coun

2 Selected Inst1tut1ons to Cons1der 1n ACE ProJect

There are a number of organ1zat1ons and 1nst1tut1ons that can make
pos1t1ve contr1but1ons to Ind1a's pr1vate sector agr1bus1ness
development (See Annex 3) The 1nst1tut1ons that m1ght be 1nvolved
1n the ACE proJect, and the spec1f1c means and mechan1sms for
1nvolv1ng them, w1ll ult1mately depend upon the flnal des1gn of the
proJect Nevertheless, there are several key ent1t1es that m1ght be
d1rectly 1nvolved 1n one of the followlng organ1zat1onal
components

a Nodal Agency
b Execut1ng Agency
cather support1ng 1nst1tutlons/organ1zat1ons

The team used the follow1ng cr1ter1a for the selectlon of
nodal/execut1ng agenc1es.

Reputat10n for performance
Management and staff1ng exper1ence, compos1tlon of
Board of D1rectors, organ1zat1on
Ownersh1p and resources
Relat1ve freedom from government d1rectlon/lnfluence
Strong pr1vate sector focus and outreach

NODAL AGENCY

The 1nst1tut1ons stud1ed as poss1ble nodal and/or execut1ng
agenc1es are shown 1n the table that follows It should be noted,
that wh1le the llSt conta1ns the pr1mary cand1dates, 1t lS by no
means def1n1t1ve



Posslble Nodal and/or Executlng Instltutlons

27

-USAID concentratlon In
one NODAL agency

-Posslble urban/large
proJect blas

-Need to bUlld agrl
buslness expertlse

-ACE proJect may be too
small to have spln-off
effect wlthln ICICI for
sustalnablllty

-New to USAID
-Management more condl-
tloned by publlC
sector demands

-Llttle experlence wlth
agrlbuslness

-start up tlme/cost

INSTITUTIONS

ICICI

IDBI

MAIN ADVANTAGES

-Industrlal development
and flnanclng

-Good management
-capaclty to manage
proJects

-Knows USAID/s external
requlrements

-Proven success PACT/
PACER

-Flnanclal stablllty
-Innovatlve, e g TDICI
-Broad prlvate sector
contacts

-Prlvate sector focus
board members and share
holders 20% ownershlp

-Multl-state coverage

-Promotlon of lndustrlal
growth
-Flnanclal stablllty
-Broad outreach 5 reg-
lonal and 21 branch
offlces

-USAID could develop an
agro-lndustry capaclty
wlthln IDBI
for future requlrements

-Marketlng and lnvestment
research

-SIDBI for small lndustry
development

MAIN DISADVANTAGES

IFCI -strong prlvate sector -Medlum and long term
Ilnkages(70% sanctlons credlt to large lndu-
to corporate sector) strlal concerns

-Encourage small and -Llttle agrlbuslness
medlum Slze enterprlse focus except In tradl-
development through tlonal lndustrles-Jute,
promotlonal actlvltles sugar, etc

-Multl-state representatlon
-Medlum and long term
credlt
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-Prlmarlly a "ball-outll
functlon for coops,
RRBs etc

-Llmlted prlvate
sector management focus

-Cllents who are condl
tloned to no-rlsk
capltal

-MaJor recovery problem

-PubllC sector lnfluence
could affect management
dynamlcs

-Llttle agrlbuslness
experlence'

NABARD
RRB

SIDCs

-Supervlsed credlt and
development banklng

-Dlrect llnkage wlth
agrlcultural sector

-Broad tles to rural
lnstltutlons,e g
cooperatlves

-Experlence wlth
World Bank, ADB, lADS,
and other donors

-Multl-state representatlon

-Access to IDBI reflnan
clng(SIDC,SFC)

-MaJor obJect lS promo
tlon of lndustrles at
state level proJect
ldentlflcatlon

-Investment catalyst
-Entrepreneurlal serVlces
-Industrlal escort serVlces
-Promotlon of agrlbuslnesses

(SICOM,GAIC)
-Package scheme of lncentlves
-Good outreach at state level
-Know maln agrlbuslness constralnts
at state level

-Smalljmedlum lndustrles lmportant target

Government
Cells

Mlnlstry of
Food Proc
esslng Indu
strles

APEDA

-Pollcy support from Gal
-Mlnlstry of Industry lS

forward looklng
-APEDA Export marketlng
support

-Can play an lmportant
role In pollCy dlalogue

-PubllC sector management
and resource allocatlon
-Focus stablllty
-Relatlvely new-trylng
to establlsh ldentlty

-Llttle lmapact wlth
state agro-lndustry
lnstltutlons

-Llttle authorlty
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POTENTIAL SUPPORTING INSTITUTIONS

INSTITUTION AREAS OF EXPERTISE ACE LINKAGE ALTERNATIVES

AFC

IIM/IRMA

-Consultancy serVlces
-ProJect ldentlflcatlon
-Technlcal & flnanClal
feaslblllty studles

-ProJect preparatlon,
appralsal, M & E

-Tralnlng

-Research
-Tralnlng
-Informatlon data base
-Technlcal asslstance

-Contract
-Retalner
-Member of
Advlsory
Councll

-Contract
-Retalner
-Member of Advlsory
Councll

Agrlbuslness -Speclallzed consultancy
Consultants-
Flrms/lndlvlduals
USA/lndla)

-Contracts

-Contract
-Retalner
-MOD wlth ACE
-Advlsory Commlttee

member

state-Level
Industrlal
Corporatlons
(e g ,SICOM,
GAIC)

-Pollcy dlalogue
-Coordlnatlon
-ProJ ldentlflcatlon

and feaslblllty studles
-Escort serVlces

-ProJect counsellng
-Contacts wlth agrlbuslnesses
-Flnanclng leverage

NDDB

Trade
Assoclatlons

-Integrated productlon,
processlng,marketlng
model

-Frult and vegetable
pllot proJect experlence

-Llnkage/ldentlflcatlon
of cooperatlves' con
stralnts to agrlbuslness

-Indlvldual expertlse

-Prlvate sector buslness
contacts

-Pollcy dlalogue between
publlC and prlvate sector

-Contract
-ACE Advlsory

Board

-Jolnt studles
-ACE Advlsory Board
-Jolnt workshops
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ACE LINKAGE ALTERNATIVES

Cooperatlves -Dlrect Ilnkage wlth
producers

-Organlzatlon of pro
producers

-Llnkage between farmers
and processors

-Raw materlal supplles

-SubproJects
-Target coops
as cllents based
selectlon crlterla

-Ad hoc advlsory
capaclty

III Proposed ACE ProJect

A. Goals

1 To lncrease rural employment and lncomes
2 To generate forelgn exchange earnlngs

B Purpose

strengthen the prlvate sector agrlbuslness system for
domestlc and export agrlcultural products

C MaJor outputs

The ACE team determlned by a process of ellmlnatlon that frults and
vegetables (F&V) should be the target commodlty group (see sectlon
F) We then determlned that slgnlflcant gaps eXlsted In the post
farm gate area (e g , agro-processlng In Indla creates only 12%
value added as compared to 64% In the U S 4) Worklng backwards,
we determlned what proJect outputs could ass1st In fllllng these
gaps

The purpose of our asslgnment lS to asslst the USAIDjNew DeIhl
M1SSlon In thelr preparatlon of a ProJect Identlflcatlon
Document (PID) for the ACE ProJect Even at the PID stage, a
descrlptlon of proJect outputs lS normally In very general terms
These are later fully developed at the ProJect Paper (PP) stage
Slnce we are the pre-PID stage, we wlll strlve to lndlcate In
general terms what the proJect wlll produce

Improved Appllcatlon and Management of Post Harvest Technologlcal
Packages ( e g , to reduce post-harvest losses)

4Semlnar on Industry, ASSOCHAM, November I, 1990
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One of the most overwhelming statlst1c pertalnlng speclfically to
frults and vegetables, and not as not1ceable 1n other agricultural
groups, 1S the exceSS1ve loss of raw mater1al from the tlme lt
leaves the farm unt1l the t1me 1t arr1ves at 1tS dest1nat10n The
team noted that the llterature was fa1rly cons1stent even 1n
express1ng the magn1tude of the losses The state of GUJarat, 1n
one of the1r publ1cat1ons, ment10ns that, liThe 1rony of the
sltuat10n 1S that unemployment 1S rampant here and more than 40% of
the populat1on llves below the poverty llne On the one hand our
food losses are as h1gh as 15 to 35% and on the other hand, we face
a ser10US challenges of feed1ng our populat1on 115 Individual
1nterv1ewees, both 1n the publ1C and pr1vate sectors, put these
losses at the upper end of the range

The ACE proJ ect should seek ways to reduce these losses 1n an
econom1C way The proJect w1ll f1rst set up a system for record1ng
a basel1ne 1n each of the target states It w1ll then put a
mon1tor1ng system 1n place so that progress can be noted It w1ll
be cr1t1cal to note the value of the saved raw mater1al as compared
to the cost of sav1ng 1t

The proJect w1ll ass1st 1n the establ1shment of fac1l1t1es and
support serV1ces necessary to 1mplement post-harvest technolog1es
These 1ntervent1ons wlll not only address losses 1n raw mater1al
but also the qual1ty and form 1n Wh1Ch the raw mater1al 1S rece1ved
at the factory

Processlng done at Satell1te Statlons 1S one poss1ble 1ntervent1on
and 1S discussed 1n section G The target group should be small and
medium Slze private sector ent1t1es

Agr1bus1ness Management Improvement

Th1S 1S a broad subJect Slnce 1t covers such a large spectrum of
act1vlt1es However, lt 1S one of the maJor constra1nts and must be
addressed by the ACE ProJect 1f the ProJect 1S to be successful It
w1ll be addressed through spec1ally des1gned tra1n1ng programs,
1ncludlng hands-on exper1ence 1n other plant operat1ons

5policy Paper on Hort1cul ture and Agro-based Industr1es 1n
GUJarat GAIC Ahmedabad
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Improved Market-Led Processlng Technology

The technology In Indla lS predomlnately towards cannlng Present
technology needs for the fruit and vegetable lndustry are generally
ldentifled as follows 6

-Dehydrated products
-Marmalades
-Frult drlnk powders
-Tomato products
-New processlng llnes

Based upon lntervlews wlth varl0US partlclpants In the lndustry and
VlsltS to retal1 sales pOlnts, we feel the last ltem lS most
crltlcal

The ACE ProJect should stlmulate the development of new agro
processlng 11nes uSlng the most modern technology avallable
Speclal emphasls should be pald to quallty control and packaglng
Both seem to be below lnternatlonal standards wlth the exceptlon of
the newly-lntroduced tetra packs These 11nes could be part of
eXlstlng buslnesses or new buslnesses The target for new
processlng 11nes ( other than the relatlvely small Satelll te
stations) would most probably be medium to large size facilities
Crlterla should be set up by the Pro) ect under WhlCh 1t would
entertaln requests for flnanclng of new 11nes wlth heavy emphasls
on lmproved technology The use of Pllot Plants, mentloned later as
a posslble lnterventlon, would provlde asslstance to entrepreneurs
In developlng thelr proJects so that they would be sUltable for ACE
proJect flnanclng and asslstance

Packaglng and processlng technlques could lnclude dehydratlng,
aseptlc packaglng, extrudlng, concentratlng, cannlng and lndlvldual
qUlck frozen (IQF)

Flnanclng

The ACE ProJect could provlded dlrect loans or could operate
through a loan guarantee program The latter lS probably a more
efflclent vehlcle WhlCh we understand lS already belng successfully
utlllzed by USAID/New DeIhl In other areas Loans and/or loan
guarantees could be used for new processlng 11nes, lncludlng
satelllte statl0ns, cold storage facllltles, transportatlon depots,
pllot plants etc
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Another means of flnanclng would be through a mechanlsm of
refundable grants for the preparatlon of feaslblllty studles The
request would be approved based upon the presentatl0n of a
satlsfactory pre-feaslblllty study If lt met certaln pre-set
crlterla, and lf the promoter had a record of lntegrlty, then the
flnal feaslblllty could be funded by means of a refundable grant
If the proJect lS not lmplemented, then the grant would be
forglven If the proJect lS lmplemented, then the grant would be
capltallzed as pre-operatlng expenses and repald parl passu from
equlty and other borrowed funds In elther case, the promoter
should be requlred to pay for a portl0n of the study expenses up
front, lncludlng pl10t plant runs lf approprlate

The ACE ProJ ect can also utlllze the mechanlsm of subordlnated
debt Subordlnated debt, WhlCh most bankers would classlfy as
quasl-equlty, lncreases the leverage of the lnvestor's cash equlty
ThlS may be the means of maklng certaln that deslrable proJects are
attractlve enough flnanclally to brlng ln the prlvate sector A
debt/equlty ratlo of, say 80/20, may lncrease the lnternal rate of
return (IRR) sufflclently to br1ng In 1nvestors, whereas 70/30 may
not

Subord1nated debt would be repald after all sen10r debt has been
repald to the banks If the senlor debt cannot be repald, and the
proJect falls, then the subordlnated debt 1S pald out of the sale
of assets on the same bas1s as other shareholders

Another form of flnanclng that could be prov1ded by the ACE
ProJect lS outr1ght grants These would probably be used to f1nance
traln1ng programs and technlcal asslstance

Mechanlsms to Even the Flow of Raw Materlal Del1very to the Factory

In conversat1ons w1th factory managers, we were frequently told
that thelr fac1lltles were often ldle ThlS 1S a problem WhlCh
could, to some degree, be solved by 1ncreas1ng multl-crop growlng
wlthln the vlc1n1ty of the factory Th1S, however, goes beyond the
scope of the ACE ProJect Wh1Ch does not deal w1th on-farm
agr1cultural matters

Although Indla has a var1ed agro-cllmate sUltable for many
dlfferent frults and vegetables, on a year around basls, the
processlng lndustry lS based prlmarlly on mango, guava, apples,
plneapple, cltrus frults and tomatoes Approxlmately 40% of the
area devoted to frult lS for growlng mangoes 7 In conversatl0ns
wlth three dlfferent mango processors ( Klssan, Suncrush and Sakthl
Beverages), we belleve that the annual mango crop can be processed

7 Asopa and Kalro
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1n 3 to 4 months Aga1n, fa111ng a mult1-crop process1ng sltuat10n,
th1S would tend to cause a two or three factory shift operation
dur1ng parts of the year and a complete down t1me dur1ng the rest
of the year

One of the outputs of the ACE ProJect would be to create
1nfrastructure and/or programs Wh1Ch would str1ve to keep
process1ng capac1t1es evenly occup1ed throughout the year th1s
could 1nvolve satell1te stat10ns and storage fac111t1es Both are
d1scussed 1n the "poss1ble 1ntervent1ons" sect10n

Increased Process1ng Y1elds Due to Intr1ns1c Qual1t1es of the Raw
Mater1al Enter1ng the factory

Th1S lS the only area Wh1Ch we feel that the ACE ProJect should be
concerned w1th pre-farm gate act1v1t1es Our reason1ng lS as
follows If a farm lS operat1ng w1th 1nsuff1c1ent capItal equ1pment
or a lack of 1nputs, th1S w1II show up d1rectly 1n the
profitab111ty of that part1cular farm un1t as compared to other
un1ts If, however, the farm lS creat1ng a product which is
1nfer10r by normal standards, and 1f th1s 1S the case for all the
farms 1n the area produc1ng that part1cular product, then th1S w111
d1rectly affect the prof1tab1l1ty of the factory Wh1Ch processes
that product We are mak1ng the assumpt10n that the factory w1shes
to compete 1n the 1nternat1onal market place, e1ther d1rectly or
1nd1rectly The example glven to us repeatedly 1S that of Ind1an
tomatoes Wh1Ch have a low percentage of SOllds (br1x) and therefore
give a poor y1eld when used for produc1ng pastes

The ACE ProJect should study var10US fru1t and vegetables,
espec1ally those Wh1Ch are exportable, 1n terms of the1r pos1t1on
V1s-a-V1S the genet1c y1eld technology ava1lable 1n the world
today A determ1nat1on should then be made regard1ng what 1tems can
be 1mproved, the means of d01ng so, and the means of d1ssem1nat1ng
th1S 1nformat1on The ult1mate obJect, of course, lS to get h1gh
y1eld1ng var1ety plant1ng mater1als 1nto the hands of farmers

Better Commercial and Informatlon LInkages to Markets

Th1S lS a very broad subJect WhICh almost by def1n1t1on must be
apart of the ACE ProJect due to the nature of the ProJect

We feel that the ACE contr1but1on here would be ma1nly w1th
1nternat1onal markets and not the domest1c Wh1Ch could be better
handled by local Ind1an ent1t1es L1nkage would be w1th the larger
non-mult1national firms such as Kissan, Modern Food Industries and
Kek1wal Enterpr1ses Non-process1ng f1rms such as trad1ng
compan1es, transporters and brokers would also ut1l1ze thIS
11nkage.
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The ACE ProJect should determ1ne, 1n consultat10n w1th spec1f1c
compan1es, what k1nd of 11nkages are needed and w1th Wh1Ch markets
The ProJect would prov1de th1s k1nd of ass1stance at concess1onary
fee Tra1n1ng of m1d-Ievel managers, espec1ally 1n packag1ng,
qualIty control and marketIng technIques, would be an excellent way
of creatIng 11nkages w1th markets

A Contr1but1on Toward POI1Cy D1alogue

An essentIal component for any agr1bus1ness proJect 1S to mod1fy
adverse pol1Cy USAID cannot real1st1cally prov1de the level of
funds necessary to br1ng structural adJustments 1n the agr1bus1ness
sector However, co-f1nanclng and cooperat1on w1th other donors,
such as the World Bank, could be a way to encourage polIcy
reform (See needed reforms 1n C 1) Add1t1onally, techn1cal
assIstance, studIes and workshops could ass1st trade assoc1at1ons,
cooperat1ves, and state agro-1ndustry corporat1ons 1n art1culat1ng
maJor pOl1Cy constra1nts and alternat1ve reforms Th1S could
prov1de product1ve 1nput to pol1Cy d1alogue Wh1Ch may lead to
pos1tlve reforms for the sector

told by food processors and exporters that government
regard1ng taxes were deb111tat1ng to the fru1t and
1ndustry The real problems seem to be w1th packag1ng
and to some extent w1th 1mport dut1es on mach1nery and
In the case of conta1ners and packag1ng mater1als, the
cond1t1ons eX1st B

We were
pol1cles
vegetable
materlals
equlpment
followlng

In the past decade

-Import duty on t1n plate has 1ncreased by 357%

-Exclse duty on glass bottles has 1ncreased by 118%

-Exc1se duty on cans has 1ncreased by 174%

Regard1ng exported products, we were told that obta1n1ng duty
drawback ( a return of duty pa1d on certa1n exports) 1S oftt1mes
such a lengthy procedure that 1t can actually take years to
complete processlng the papers requ1red

The loglcal progress1on of an argument for reduced taxes on
packag1ng could be as follows

-Fru1ts and vegetables requ1re packag1ng for market1ng
purposes and for preservat10n

BAll Indla Food Preservers' Assn



36

-A reduced cost of packag1ng would reduce the cost of the
fInIshed product and Increase consumptIon

The market for processed products IS generally elastIC and
prIce has an Important Impact on sales A recent study9 showed
that processed fruIt JUIces
had a prIce elastICIty of -2 24 and an Income elastICIty of
+2 09, both SIgnIfIcant at the 95% level The author stated
that "HIgher elastICItIes result from an Increase In demand
assoclated with a decl1ne In pr1ce, eIther when trade 18
liberalized In developing countries or when cost-reducing
technologIcal progress IS made In developIng countrIes " There
are two opportunItIes for ImprOVIng the cost structure of
packagIng materIals redUCIng dutIes on products used by the
processors , and encouragIng tIn plate manufacture In IndIa
The two go hand In hand

-Increased consumptIon of processed food products WIll
generate sales taxes for the government UltImately, the
revenue earned by the government through an Increased volume
of sales may more than offset the revenue lost from the
present exceSSIve leVIes WhICh are haVIng such a negatIve
effect on the proceSSIng Industry

We were told by varIOUS trade aSSOCIatIons that the government IS
somewhat short-SIghted The government IS more Interested In hIgh
revenue today than the prospect of even greater total revenues
tomorrow EffectIve polICy dIalogue could alter thIS attItude

We understand that the MInIstry of Food ProceSSIng IndustrIes IS
sympathetIC towards thIS packagIng problem However, polICy
dIalogue probably needs to be dIrected towards the MInIstry of
FInance

D MaJor ProJect Inputs

The preVIOUS sectIon descr1bed the outputs of the ACE ProJect Th1S
section w1ll descrIbe the Inputs WhICh will enable the Outputs to
be achIeved

The Inputs of the ACE ProJect are

-Refundable grants ( e g for feaSIbIlIty studIes)
-Loan guarantees ( e g for proceSSIng lInes, etc)
-SubordInated debt ( e g"" "
-DIrect loans (e g "" "
-Grants ( e g traInIng)

9Is l am , Nurul HortIcultural Exports of DevelopIng CountrIes
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Technlcal Asslstance(TA)

To be provlded for practlcally all the ACE ProJect sUb-proJects
requlrlng speclal asslstance Examples from the output sectlon are

-Contacts wlth englneerlng companles and suppllers of
machlnery for settlng up Satelllte Statl0ns and other
processlng 11nes Asslstance In preparlng buslness plans and
flnanclal forecasts

-Contacts wlth experts In cold storage and refrlgerated
transportatlon to set up facllltles Consultants for slte
selectlon

-Consultants to survey the genetlc resources of eXlstlng germ
plasm and other plantlng materlal, both In lndla and
elsewhere, to determlne where lmprovements can be made

-Food processlng experts to ass1st In the development of new
or lmproved products and packaglng All aspects of proJect
development from contacts wlth suppllers of machlnery to
marketlng and flnanclal analysls

As requlred, on an ad hoc basls, In all ACE ProJect sUb-proJects
Formal tralnlng wlll also be provlded to mld-Ievel processlng,
packaglng and cold store managers ThlS tralnlng could take place
In Indla, the U S or elsewhere

lnformatl0n Gatherlng and Dlssemlnatlon

ThlS refers to obtalnlng and evaluatlng market data to asslst both
eXlstlng and new buslnesses belng developed

Pollcy Dlalogue

ThlS refers to pOllCy dlalogue Wlth the GOl to asslst them In
understandlng and hopefully conslder taxatlon systems that have
worked In other countrles wlthout placlng undue stress on any
partlcular segment of the economy

lmplementatlon Mechanlsm

1 lnstltutlonal Framework

The entltles that could be dlrectly lnvolved In the ACE ProJect
are

-Nodal Agency
-Implementatlon Entlty
-Agrlbuslness Advlsory Councll
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a Nodal Agency

The prlnclpal functlons to be carrled out by the nodal agency could
be the followlng

-Promotlon of the ACE ProJect at the macro level

-Serve as USAID's flrst pOlnt of contact on pollCy matters
wlth other lnstltutlons

-Management of flnanclng for sub-proJect support

-Focal pOlnt for Advlsory Councll meetlngs

-Provlde overslght to the lmplementatlon unlt

-Provlde back-up expertlse to the lmplementatlon agency as
needed

-Provlde for
partlclpatlon

ACE ProJect evaluatlon wlth outslde

b Implementatlon Agency

The lmplementatlon agency's prlmary functlon would be to manage the
day to day operatlons of the ACE ProJect The speclflc functlons
could be the followlng

-Recelve requests for flnanclal and other asslstance from
prlvate sector entrepreneurs, aglbuslness flrms and
cooperatlves on a proJect by proJect baS1S

-Revlew the feaslblllty of the proposals--market analyses,
economlC and flnanClal analysls, technlcal feaslblllty and
level of entrepreneurlal capaclty

-Provlde flnanclng and flrm-level technlcal support and
tralnlng, lncludlng asslstance In accesslng resources to
lncentlves provlded through governmental programs

-Conduct economlC and market surveys of opportunltles for
agrlbuslness flrms

-Work wlth governmental agencles or lnstltutlons that are
promotlng agrlbuslness development

-Promote the development
agrlbuslness flrms

of market lntelllgence to

-Promote the ACE ProJect concept and beneflts, condltlons,
etc.



39

The lmplementatlon agency could be called the Agrlbuslness
Development center(ADC) It should have a senlor level professlonal
prlvate sector manager wlth a team of four senlor technlcal staff
The ADC would have four maln unlts or dlvlslons, each havlng the
technlcal staff as leader The technlcal unlts and examples of
thelr serVlces are as follows

1 Support Unlt

-Entrepreneurlal advlce
-Technlcal advlce-postharvest handllng, processing,etc
-Marketlng adVlce
-Advlce on avallablllty and locatlon of technology

2 ProJect Promotlon and Development Unlt

-ProJect plannlng, lmplementatlon, evaluatlon, trouble
shootlng, buslness plans, etc

-Develop gUldellnes for proJect selectlon for posslble
flnanclng under the ACE ProJect

-Act as a channel for provldlng proJect selectl0n for
fundlng conslderatlon

3 Market Inteillgence Unlt

-Utlllze eXlstlng marketlng lnformatlon sources

-Provlde selected market lnformatlon lnteillgence for
selected proJects to be consldered by ACE

4. Tralnlng and outreach Unlt

-Conduct tralnlng programs

-Promotl0n of ACE ProJect

-Identlflcatl0n and selectlon of consultlng flrms and
other resource agencles wlth professl0nal personnel WhlCh
ACE could contract and posslbly support and/or cooperate (
AFC, 11M, lIP, research entltles, flrm-level expertlse,
e g , packlng house management/operatlons )

c Advlsory Councll

In order that the ACE ProJect may beneflt from prlvate sector
development corporatlons' and development lnstltutlons' experlences
and to lncrease the V1Slblllty and extend the outreach of the
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proJect, an adv1sory counc11 should be establ1shed Cons1derat10n
should be glven for the 1nvolvement of representat1ves from trade
assoc1at1ons, development corporat1ons at the state level,
agr1bus1nesses and poss1bly U S part1c1pat1on

The Adv1sory Counc11 could reV1ew the progress of the ACE ProJect,
appra1se 1ts act1v1t1es and address, among other th1ngs, the sub
proJect select10n cr1ter1a, form of cooperat1on w1th other
1nst1tut10ns, techn1cal evaluat10n processes, and terms and
cond1t10ns for sub-prOJect techn1cal cooperat10n and f1nanc1ng

There are several opt10ns for 1mplement1ng the ACE ProJect They
are shown below (Note The team recommends that the Pro] ect
operate 1n three states See 3 for the cr1ter1a used to p1ck a
group of states from Wh1Ch the three states could be selected The
team feels that USAIO cannot effect1vely support proJects 1n more
than three states glven 1tS 11m1ted f1nanc1al and personnel
resources) .

OPTION 1 ACE Implementat10n un1t 1S located W1 th1n the Nodal
Agency, egan ICICI or lOBI type, Wh1Ch acts as the umbrella
organ1zat1on

Advantages of ICICI

-ICICI 10 has demonstrated a cons1stent w1111ngness to break
new ground, e g , PACT, PACER

-Operat10nal autonomy

-Close contact w1th the bus1ness commun1ty 1n Ind1a and U S

-A+ f1nanc1al rat1ng

-Good management

-Fam111ar w1th USAIO's 1nternal requ1rements

-ACE start-up t1me and cost could be reduced

01sadvantages of ICICI

-USAIO may not want to put too many proJects w1th one
1nst1tut1on

10 lOBI has many of the same character1st1cs as ICICI, but 1S
less fleX1ble 1n 1ts management, has 11m1ted knowledge of USAID
requ1rements, and llttle or no agr1bus1ness expert1se It does,
however, have a broader 1nst1tut10nal outreach through 1tS off1ces
and branches Oeta11s of each 1nst1tut1on are found 1n Annex 3
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-L1m1ted agr1bus1ness focus at present

-May have large proJect/urban b1as

-USAID may want to bU1ld agr1bus1ness capac1ty 1n var10US
1nst1tut1ons, e g , state corporat1ons

OPTION 2 ACE 1mplementat1on un1t lS located outs1de the Nodal
Agency, but has d1rect 11nkages to 1t

Advantages

-Greater flexlb1l1ty In management

-Freedom to select staff

-No lnst1tutlonal baggage or reputat10n to overcome

Dlsadvantages

-Confllct of lnterest w1th state corporatlons and others May
feel the1r functlons are be1ng dupllcated

-Llmlted 1nst1tut1onal backup

-Longer start-up and cost

-Posslbly lnst1tutlon-bu1ld1ng

OPTION 3 ACE 1mplementatlon un1t lS located w1th1n a state-level
corporat1on, e g., SICOM or GIAC

Advantages

-Inst1tutlon knows the problems

-May have backup expert1se

-Can access/leverage f1nanc1al resources

-Dlrect Ilnkage to state and central government and pOl1Cy
makers

-Broad base of contacts
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Dlsadvantages

-PubllC sector lnfluence ThlS could be a plus 1f state pOI1Cy
lS pro-agrlbus1nessjprlvate sector

-Selectlon of staff could be an lssue M1ght want to select
own staff or be bound by Clv11 serV1ce rules to malntaln
eXlstlng staff

-Mlght requlre cons1derable staff tra1n1ng

OPTION 4 Create a new 1ndependent ACE 1mplement1ng un1t Wh1Ch lS
monltored by USAID

Opt10n 4 1S deemed non-v1able by the team It would requlre
cons1derable start-up t1me, be d1vorced from some 1mportant
1nst1tut1onal support and have a lower 1mpact quot1ent w1th
1mportant agro-1ndustr1al and development corporat1onsjagenc1es
Furthermore, 1t would requ1re cons1derable 1nst1tut1on-bu1ld1ng
act1v1t1es.

OPTION 5 ACE nodal agency and 1mplementat1on agency would be
located w1th1n or d1rectly Ilnked to commerc1aljpr1vate banks

Opt10n 5 1S also cons1dered non-v1able even though commerc1al and
pr1vate banks can contr1bute to SOC1o-econom1C growth Commerc1al
banks (CBs) trad1tlonally flnance 1nventorles In urban trade and
lndustry Many CBs select lead banks to provlde reflnanclng to
selected cllent groups Frequently these banks are Reglonal Rural
Banks RRBs) WhlCh In turn provlde flnanclal asslstance to such
groups as cooperatlves In 1987, out of 196 RRBs operatlng In
Indla, only 45 earned proflts An analysls revealed that durlng
1987, the RRBs had a gross marg1n of only 3 8%, and after meet1ng
establlshment costs, they had a negatlve margln of a 86% The
performance of CBs has been stagnant wlth about 52% of the accounts
overdue 11

W1th regards to prlvate banks, there are approxlmately 100 In
Indla, of Wh1Ch about 24 are large enough to be cons1dered
slgn1f1cant players In the Indlan bank1ng lndustry 12 Most of these
banks are headquartered 1n the South 6 are 1n Kerala and 6 1n
Tam11 Nadu, 5 are 1n Maharashtra and the rest scattered Many of
these banks are trad1tlonally Chr1st1an-dom1nated and f1nance

11NABARD Annual Report, 1988-89

12 Bus1ness Ind1a, November II, 1990
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maInly small bUSInessmen, traders and farmers They tend to cater
to the bankIng needs of one partIcular communIty In sharp contrast
are those In the North WhICh here founded by royal famIlIes 13

WIth reference to IndIa's commercIal banks, a recent World Bank
report IndIcated that these banks are uncompetltlve, overstretched,
over staffed and often prOVIde poor serVIce, and are conSIdered
among the least effICIent In ASIa

The team recommends that OptIons 1, 2 and 3 be conSIdered VIable
optIons and that further InstItutIonal and organIzatIonal analySIS
be undertaken to defIne, WIthIn these optIons, the most approprIate
InstItutIonal mechanIsm for the ACE ProJect once ItS fInanCIal
deSIgn, focus and obJectIves have been deCIded

A graphIC presentatIon of the OptIons 1, 2 and 3 follow

b How to Implement

optIon 1

The proJect would be Implemented under the overall dIrectIon of the
Nodal Agency ( ICICI or IDBI) A proJect management group (PMU) or
AgrIbUSIness Development Center(ADC) would be establIshed for thIS
purpose. The PMU/ADC would have a number of functIons WhICh were
presented preVIously

The Nodal Agency would superVIse the ImplementatIon of ACE proJects
In three states There would be a PMU/ADC located In the Nodal
Agency faCIlIty In each state or In a deSIgnated locatIon related
to the Nodal Agency's actIVItIes The PMU/ADC would be responSIble
for ACE'S operatIons In the state

OptIon 2

The proJect would be superVIsed by the Nodal Agency but the PMU/ADC
would be located outSIde the Nodal Agency's faCIlItIes and act
relatIvely Independently For example, the PMU/ADC could operate
WIthIn the AgrIcultural FInance Consultants Ltd (AFC) organIzatIon,
WIth a trade assocIatIon, state corporatIon or wIth an agency
affIlIated WIth the Nodal Agency

OptIon 3

The Nodal Agency and PMU/ADC would be a state-level corporatIon
The selectIon of the corporatIon would have to be carefully
analyzed, takIng Into conSIderatIon such crIterIa as
progreSSIveness, prIvate sector focus, good management, fInanCIal

13 IbId
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vlablllty, etc Dependlng upon the state selected, one of the
followlng lnstltutlons could be the NodaljImplementlng agency

state Agro-Industrlal Corporatlon

state Industrlal Development Corporatlon

state Flnanclal Corporatlon

state Industrlal Development Corporatlon

There would be an Advlsory Councl1 for all three optlons, chalred
by a senlor person and made up of representatlves from the prlvate
sector, trade assoclatlons, selected state corporatlons,
unlversitles, U S buslnessrnen, and posslbly cooperatlves

3 Where Located

To ldentlfy posslble states for the locatl0n of the proJect
lrnplementatl0n unlts, the followlng crlterla were used

Progresslveness of state government

Agrlcultural growth rate

Attltude toward farmlngjagrlculture

Adequate lnfrastructure electrlclty, cornrnunlcatlons, roads,
etc

Quallty of the banklng system

Level of cooperatlvejfarrner organlzatlonal development

Experlence In rnechanlzatl0n

Polltlcal stablllty

Based upon the above crlterla, the followlng states are suggested
for USAID's conslderatlon

Maharashtra
Karnataka
Taml1 Nadu
GUJarat
Andhra Pradesh
Haryana
Madhya Pradesh
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4 Tlme Frame

LOP 5 years

5 Cost of ProJect

USAID Grant funded $------
GOI Matchlng funds $------

$ for establlshment and operatlon

$ for flnanclal asslstance to prlvate
sector agrlbuslnesses

6 Beneflclarles

a Owners, mld-level managers and employees of
agrlbuslness flrms

b Farmers produclng raw materlals used by agrlbuslness
flrms

c Supportlng elements In the agrlbuslness chaln
harvesters, truckers, merchants, etc

d The Indlan economy through a reductlon In loss of
products and an lncreased supplles for domestlc and
export markets

e Consumers through potentlally lower prlced products
and better quallty selectlon

f The GOI through lncreased tax revenues and forelgn
exchange earnlngs

g PubllC sector pollcy-makers through lmproved flow of
lnformatlon for declslon-maklng

7 Log Frame

(Note VI= Verlflable Indlcator)

PROJECT GOALS

1 Increase rural employment and lncomes

(VI Rural employment and lncomes wlll lncrease Means
of verlflcatlon basellne studles and GOI statlstlcS)
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2 Generate forelgn exchange earnlngs

(VI Forelgn exchange earnlngs lncrease Means of
verlflcatlon lncreased exports from agrlbuslnesses, GOI
export statlstlcs and data on forelgn exchange )

PROJECT PURPOSE

To strengthen prlvate sector agrlbuslness thereby lmprovlng the
postharvest handllng, processlng and marketlng of agrlcul tural
products for domestlc consumptlon and export

(VI Increased marketable fresh and processed food based
upon a "constant" on-farm productlon of raw materlal
Means of verlflcatlon GOI statlstlcs, sub-proJect
monltorlng and evaluatlon, annual reports lssued by
prlvate agrlbuslness beneflclarles )

PROJECT OUTPUTS

1 Improved appllcatlon and management of postharvest technologlcal
packages

(VI Reduced postharvest losses Means of verlflcatlon
surveys of recelvers of farm-produced raw materlal,
annual reports by postharvest facll1tles, on-farm
surveys, monltorlng and evaluatlon )

2 Improved market-led technology

(VI The lmplementatlon of new processlng and marketlng
facll1tles wlth ACE ProJect partlclpatlon Means of
verlflcatl0n ACE ProJect records, monltorlng and
evaluatlon by technlcal experts )

3 Flnanclng

(VI Dlsbursements of loan guarantees I loans and grants
Means of verlflcatl0n Flnanclal statements of
agrlbuslnesses and records of ACE proJects )

4 Mechanlsms to Even the Flow of Raw Materlals to the Factory

(VI Implementatlon of sub-proJect facliltles
ln total factory capaclty utll1zatlon, wlth a
ln production/processlng peaks and valleys
verlfication Factory productlon records )

Increase
reductl0n
Means of
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5 Increased Processlng Ylelds

(VI Introductlon of new varletles of plantlng materlal
lnto the area of proJect lnfluence Means of
verlflcatl0n Factory records WhlCh show lmproved ylelds
obtalned by factorles In convertlng raw materlal to
processed products )

6 Better Commerclal and Informatl0n Llnkages

(VI ACE ProJ ect reports Means of verlficatlon surveys
of lnformatlon reclplents )

7 Contrlbutlon Toward PollCy Dlalogue

(VI ACE ProJect reports Means of verlflcatlon Degree
of llnkage and partlclpatlon wlth agencles promotlng
pOllCy dlalogue )

PROJECT INPUTS (COMPONENTS)

1 Funds

(VI The ACE ProJect lS capltallzed )

2 Technlcal Asslstance

(VI ACE ProJect records of number of long and short
term professlonals utlllzed )

3 Tralnlng

(VI Long and short term tralnlng undertaken by ACE
ProJect, number of workshops and In-serVlce tralnlng
actlvltles )

4 Informatlon Gatherlng and Dlssemlnatl0n

( VI. Llnkages establlshed Wlth agencles lnvolved In
lnformatl0n gatherlng and dlssemlnatl0n Number of dlrect
contacts for lnformatlon needed by ACE cllents )

5 Pollcy Dlalogue

( VI Collaboratlon wlth other donors
assoclatlons In strlvlng for a ratlonal
agrlbuslness actlvltles )

and trade
pollcy for
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CRITICAL ASSUMPTIONS

1 The polltlcal cllmate wlil permlt the ACE ProJect to be
undertaken ln the selected states

2 Satlsfactory nodal and lmplementlng agenCleS wlll be
ldentlfled and wlll work wlth the ProJect

3 The GOI wlll contlnue ltS stated pollCy of encouraglng
agrlbuslnesses, especlally In the processlng of frults and
vegetables for domestlc consumptlon and export

4 Funds wlil be avallable for lmprovement and expanslon of
agrlbuslnesses

F Commodlty Focus

The team was asked to determlne what commodlty/les should be the
focus of the ACE ProJect We were glven varlOUS gUldellnes by USAID
to ass1st us In maklng thlS selectlon For example, USAID dld not
wlsh for the ProJect to lnvolve gralns, poultry, dalry products,
cotton, soybeans, tea or coffee Large agro-lndustrles, such as
Jute and sugar, were also excluded from our conslderatlons Frults
and vegetables were mentloned as a posslble focus and have
subsequently been consldered In detall All of the products
dlscussed below have growth potentlal 14 Our flndlngs were as
follows

Leather

Leather lS already a successful export ltem WhlCh has been promoted
by the GOI Slnce the early 1970s Export performance durlng the
past Flve Year Plans, especlally durlng the Seventh Plan, has
generally exceeded targets "The value of output has grown from a
base level of Rs 1670 crores In 1984-85 to at least Rs 4000 crores
In 1989-90 The annual growth rate of value of export has been at
an average of 42% at current prlces It has been estlmated that,
durlng the 8th Plan perlod, the value of output would grow to Rs
7838 crores by 1994-95, WhlCh would mean an annual rate of growth
of 19% at current growth ,,15

14world Bank and 11M, as per Chang, Oct 25, 1990

15 Address glven by R K Shrlvastava, Presldent of the Indlan
Leather Products Assn (ILPA) at ltS 3rd Annual General Meetlng,
New DeIhl 1990
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The trend lS for exports of flnlshed goods such as shoes and
garments Seventy two percent of exports to date for 1990 were In
those categorles The export sltuatlon has already been studled by
the World Bank WhlCh feels that the most dramatlc next stage would
be for Indla to move from exportlng for forelgn manufacture to
produclng name brands locally 16 To attaln thls goal there wll1
have to be conslderable adJustments In pollcy, especlally as they
pertaln to dutles on lmported components ThlS lS a constra1nt well
wlthln the control of Indlan authorltles and perhaps automatlcally
removes leather as a h1gh pr1or1ty for the ACE ProJect

There are certa1nly other
ava1lab111ty of h1des, lack
leather mach1nery However,
1ndustry, relat1ve to other
bel1eve a focus on leather
ProJect

Splces

constra1nts to growth such as
of tra1ned manpower, and outmoded

conslder1ng the success of the
agro-1ndustr1al sectors, we do not
would be approprlate for the ACE

Ind1a lS reputed to be the world's largest producer of sp1ces w1th
an 1mpress1ve var1ety grown allover the country The largest
slngle category lS black pepper Wh1Ch accounts for about 67% 1n
value of Ind1a's sp1ce exports and 30% of world trade Other maJor
types are cardamom, ch111es, glnger, tumer1c, curry powder, seed
sp1ces and sp1ce 011s, and 0leores1ns 17 Black pepper product1on
1n 1990-91 lS expected to be even greater than the record 80,000
mt produced the prev10us year 18

MaJor problems fac1ng the pepper 1ndustry are fa1rly standard to
many agro-1ndustrles 1n the develop1ng world these 1nclude low
product1v1ty, h1gh product10n costs and a lack of proper market1ng
fac1l1t1es Accord1ng to the USDA Agr1cultural Sltuat10n and
Outlook Report of July, 1990, these are be1ng addressed by var10US
Ind1an agenc1es, 1nclud1ng the Kerala state government

Cardamom product1on lS expected to 1ncrease 10% 1n 1990 to 4,200
mt ThlS a decl1ne from prev10us lncreases Poor ylelds and
uncerta1n suppl1es have resulted In maJor markets such as Saud1

16 Andrew Slnger, March 23, 1990

17 The Econom1c Tlmes, June 14, 1990

l8The Tlmes of Indla, September 29, 1990
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Arab1a preferr1ng the lower pr1ced Guatemalan var1ety 19Ind1an
glnger, already 35% of world product1on, cont1nues to show
1ncreased exports W

Accord1ng to chang, the only ser10US constra1nt 1n the sp1ce
1ndustry 1S market1ng 1n a consumer pack21 Ind1a has trad1t1onally
marketed sp1ces In bulk Th1S means they are loslng the value added
by reta11 packag1ng Wh1Ch 1S done 1n Import1ng countr1es Th1S
p01nt was emphas1zed at a recent spIce convent1on held 1n
Bangalore Tata Tea 1S sett1ng up a pepper process1ng plant 1n
Coch1n Wh1Ch w1II 1nclude reta11 packag1ng The team bel1eves that
the sp1ce 1ndustry 1n Ind1a 1S more equ1pped than others to address
Its own un1que problems and therefore ACE ProJect 1ntervent1ons are
not appropr1ate

F1sher1es

F1sher1es, Wh1Ch prov1de employment for about 7 m1ll1on people 1n
Ind1a, are second only to agr1cul ture 1n prov1d1ng employment
Fore1gn exchange earn1ngs from export of processed f1Sh products
have grown stead1ly reach1ng an all t1me h1gh of Rs 598 crores 1n
1988/89 It 1S presently the f1fth or slxth h1ghest forelgn
exchange earner ln the country 22 Block frozen prawns are the
slngle most lmportant 1tem even though growth 1S presently
stagnatlng Several programs are underway to promote other
exportable 1tems such as cuttlef1sh

Notwlthstand1ng 1ts relat1ve success, the f1sher1es lndustry has
areas WhlCh need 1mprovement Domest1c marketlng has been neglected
ln the effort to promote exports, cann1ng 11nes are often below
lnternatlonal standards, not enough deep sea trawlers are In
operatlon, and tuna products need to be further explo1ted Of key
1mportance to export markets 1S the present 1nsuff1c1ent capac1ty
of Ind1v1dual QU1ck Frozen (IQF) fac1l1t1es 23Th1S 1S an area Wh1Ch
could be addressed by the ACE ProJect as a secondary pr10rlty and
w111 be addressed later In the sect10n on Opportun1t1es for
Intervent10n

19The Econom1C T1mes, Nov 7, 1990

20The Tlmes of Ind1a, Sept 29, 1990

21 Chang, op c1t

22 M R
Technology
date

Na1r, Dlrector,
II Mar1ne Flsherles

Central InstItute of FIsherles
A Perspect1ve In Retrospect" No

23s1nger, op C1t
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Fru1ts and Vegetables

It may be useful to start th1s sect10n w1th some general stat1st1cs
relat1ve to fru1ts and vegetables 1n Ind1a 24

Product10n of fru1ts and vegetables
Product1on of fru1t
Product10n of vegetables
Product1on of potatoes
Installed food process1ng capac1ty

Fru1ts and vegetables processed

Ind1a produces

66 m1ll10n mtjyr
second only to Braz11
second only to Ch1na
4th largest 1n world
about 1 5% of prod of
fru1ts and vegetables

less than 1% of prod
(var1ous est1mates at
a 5% to a 8%)

7 6% of world's fru1t
and 10% of world's

vegetables) 25

The above stat1st1cs are purposely presented 1n a manner to
underscore the tremendous opportun1ty 1n terms of processed food,
espec1ally fru1ts and vegetables The data from the U S Consulate
1n Bombay emphas1zed the lost potent1al- an est1mated 35% of losses
of fru1 ts, vegetables and tubers annually ( an est1mated US$2
b1111on) These losses are due to poor storage fac111t1es, lack of
post harvest technology, weak 1nfrastructure and an 1nadequate food
process1ng 1ndustry

There are a number of reports that the ava1lable food process1ng
capac1ty( small as 1t 1S) 1S under-ut111zed These reports 1nd1cate
an under-ut111zat1on of 40-70% of eX1st1ng capac1ty Dr V N
Asopa, of the Ind1an Inst1tute of Management, feels th1S 1S due to
the low demand for Ind1an products Other author1t1es feel that the
demand 1S 1ncreas1ng, espec1ally from the emerg1ng m1ddle class
Wh1Ch lS var10usly est1mated to be between 100 and 150 m1ll10n
Regardless, 1t lS cr1t1cal that a deta1led look be undertaken as to
exactly why eX1st1ng capac1ty 1S under-ut1l1zed and what 1mmed1ate
correct1ve measures are necessary and poss1ble Th1S could be one
of the funct10ns of the ACE ProJect or through a separate study
There lS no quest10n that the domest1c market 1S potent1ally huge
and largely untapped

~U S Consulate, Bombay Oct 1989

25S1nger, op C1t
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Less than 10% of the process1ng 1S done by large scale 1ndustr1es
Most lS done by small, prlvately-owned operatlons Products
presently belng processed are

Jams and Jellles
JUlces, crushes, concentrates, nectars and syrups
Candled frults
chutneys and sauces
Canned and bottled frults and vegetables
Frozen fruits and vegetables
Dehydrated fruits and vegetables
Instant food mlxes
Preserves and soups

Mangoes account for 60% of the frult processed ln Indla, wlth
frults ln general accountlng for 75-80% of the total fru1ts and
vegetables processed Mangoes seem to be the only area WhlCh has
fulfllled ltS export potent1al

There lS a huge demand for fresh fru1ts and vegetables consumed
locally Th1S would tend to keep raw materlal away from process1ng
unlts Other problems faced by food processors are created by
wlldly fluctuatlng pr1ces and uneven dellvery due pr1marlly to
market arr1vals Farmers and lntermed1arles are unable to hold
excess product10n due to lnsufflC1ent storage fac1l1t1es ThlS
naturally creates an unstable market place

Marketlng 1S further compl1cated by the low qual1ty and h1gh cost
of packag1ng materlals ThlS exceSS1ve cost lS due to a var1ety of
f1scal reasons most of Wh1Ch have to do wlth 1mport dut1es, eXC1se
taxes, and delays 1n obta1nlng drawbacks These factors have been
dlscussed elsewhere ln the report

Generally y1elds on the farm are low Potatoes y1eld only 13 tons
per hectare as compared to 16 tons worldwlde In some countrles,
y1elds are as h1gh as 70 tons per hectare Other comparatlve y1elds
are on1ons 10 tons vs 30 tons, tomatoes 15 tons vs 60 tons,
p1neapple 10 tons vs 80 tons 26Not only are y1elds from the f1eld
low, but y1elds obta1ned from conversion of raw material to
fln1shed product are also low A speclflc example g1ven to us 1S
tomato WhlCh ln Indla has an unusually low percentage of SOllds
(br1x) ln ltS natural state These low ylelds translate lnto h1gh
pr1ces Certa1nly, lmprovement of y1elds, WhlCh d1rectly affects
prlces and therefore the agro-processlng lndustry, could be looked
at by the ACE ProJect

26c hang
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It would not be fa1r to leave th1S subJect w1thout ment10n1ng that
some y1elds are excellent Grape y1elds are reputed to be among
the h1ghest 1n the world

The government 1S aware of the need and 1S recept1ve to strateg1es
for an 1mproved food process1ng env1ronment
( See IIC) The secretary of the M1n1stry of Food Process1ng
Industr1es has called upon the 1ndustry to develop llnkages w1th
farm1ng commun1ty so that processed food output can be 1ncreased
He state, II the aim should be to help farmers lncrease the Yleld,
1mprove quality of produce, min1mize agro-production losses, and to
prov1de an assured market for the products II 27

Explo1tat1on of the export potentlal has been mln1mal to date Most
processed foods do not meet lnternatlonal standards 1n qual1ty or
appearance A Solutlon to th1S would be to concentrate on and
expand Ind1a' s exports of bulk fru1 t and vegetable products
Attract1ve export opportun1t1es w111 probably be w1th those 1tems
not generally consumed locally

Some 1terns Wh1Ch offer opportun1tles for processlng are fru1 t
concentrates and JUlces, canned and frozen vegetables, potato Ch1PS
and flakes, tomato powder, puree and paste

We certalnly agree wlth Chang's statement that II Wlth Indla's
success In achlevlng self-suff1clency ln foodgraln productlon

il
the

next loglcal step 1S to boost the food processlng lndustryll 8

G Opportunltles for Interventlon

Durlng our lnltlal meetlngs, USAID was very candld In that they
felt there was a need for 1ntervent10n In the agrlbuslness sector
but they were not sure what form 1t should take They felt that the
1nterventlons should take place outslde the farm gate That 1S to
say, they should fall w1th1n the agro-lndustrlal domaln of
agrlbuslness and not w1thln the agrlculture doma1n

USAID asked the team ,lf durlng our travels, lntervlews and
readlng, to see lf we could ldentlfy speclflc lnterventlons Th1S
lS an lnterestlng approach as In the process of ldent1fYlng
spec1flc 1ntervent10ns, a general proJect concept emerged The ACE
ProJect, ltS 1nputs and outputs have already been descrlbed Below
are some lnterventlons WhlCh could be performed by the ACE ProJect
as lt has been deflned by us

27Financlal Express, Nov 3, 1990

28chang, op Clt
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Sateillte Statlons

Some level of processlng could take place at sateillte statlons
after the farm gate but before arrlvlng ar the factory

These satelllte statlons would be close to the sources of raw
materlal productl0n and would lnvolve the lnltlal stages of
processlng An example would be the Northeastern reglonal
Agrlcultural Marketlng Corporatl0n( NERAMAC) plant at Trlpura The
plant was founded In 1982 to process plneapples lnto concentrate
Untl1 that tlme, the closest maJor consumer regl0n was Calcutta and
large amounts of fresh frult were lost enroute NERAMAC lS reputed
to have solved for the growers In the Trlpura area 29

We are not classlfylng thlS plneapple proJect as a Sateillte
Statlon Slnce lt lS a fully lntegrated operatl0n by ltself wlth the
capablilty to export a flnlshed product It does, however, serve as
an example of the creatl0n of an lntermedlary, close to raw
materlal sources, WhlCh cuts down losses Theoretlcally, a frult
JUlce blender In another reglon of Indla could purchase plneapple
concentrate from NERAMAC for further processlng lnto a mlxed JUlce
retal1 tetrapack

We spoke wlth a number of senlor executlves who conflrmed that such
operatlons would be valuable to the lndustry One In partlcular,
K K John, Vlce Presldent for Marketlng and Sales of Klssan
Products Ltd , has already dlscussed thlS matter In publlC forums
Seml-processlng (labor lntenslve) actlvltles could take place In
rural areas wlth the seml-processed product dellvered to
centrallzed factorles for flnal processlng and marketlng ThlS way,
the factorles could focus more on SOphlstlcated processlng and
marketlng, lncludlng packaglng and proper storage A useful by
product of the system, from the pOlnt of Vlew of the farmer, is
that there would be considerably less spollage and he could end up
seillng a larger proportlon of hlS fleld productlon

Advantages to the factory WhlCh utlllzes a sateillte statl0n are

-The factory would be conslderably cleaner as the raw materlal
wll1 have already gone through the lnltlal stages of
processlng prl0r to belng recelved Also, lf the factory lS
located In an urban area, the problem of waste dlsposal would
be greatly reduced

-The factory may be able to get product all year round Many
products, especlally frult concentrates, can be bulk stored In
long shelf llfe contalners such as aseptlc packs ThlS storage
could take place at the sateillte statlon These bulk packs

~Food Focus, No 1,1989 Alfa Laval
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could then be dellvered to the factory, as requlred, for
further packlng lnto shorter shelf Ilfe retall packs

-The factory can concentrate on the down stream processlng
chaln Wh1Ch lS oftent1mes slm1lar for many d1fferent var1et1es
of raw mater1al For example, an lQF factory Wh1Ch lS
process1ng p1neapple chunks, sweet corn and str1ng beans would
be able to ut1l1ze the same equ1pment for all three products
The up stream equ1pment, Wh1Ch lS d1fferent for the d1fferent
products, could be located at d1fferent satell1te stat10ns

Th1S type of spec1al1zat1on 1ncreases the eff1c1ency of all the
part1c1pants to the process1ng cha1n The ACE ProJect could be
1nstrumental 1n promot1ng satelllte statlons for the beneflt of a
reg10n or state the ACE ProJect could prov1de f1nanc1ng and
serv1ces, as prev10usly descr1bed, to fac1l1tate the 1mplementat1on
of such satell1te stat10ns

Cold storage and transport Fac1l1t1es

We have already ment10ned losses Wh1Ch occur subsequent to the farm
gate SlCOM speclf1cally relates 20 to 40% of these losses to be
caused by 1nadequate storage and transport facllltles 30SlCOM feels
that the state of Maharashtra has 1nsuff1C1ent cold storage space
espec1ally for fru1ts and vegetables WhlCh must compete wlth h1gher
value ltems such as flSh and meat We have heard from var10US
prlvate sector part1c1pants that the sltuat10n 1n Maharashtra lS
not unusual for the rest of lnd1a

Th1S lS another poss1ble 1ntervent1on for the ACE ProJ ect The
ProJect could be 1nstrumental 1n sett1ng up t1me- shar1ng
fac1l1t1es, perhaps on a subord1nated debt J01nt venture bas1s w1th
pr1vate sector entrepreneurs

The ava1lab1l1ty of cool1ng and freez1ng fac1l1t1es would serve the
dual purpose of reduc1ng post harvest losses and also create a more
favorable env1ronment for new 1nvestment 1n process1ng equ1pment

P1lot Plants

Because of the relat1vely large number of small operat1ng un1ts,
most fru1ts and vegetables are be1ng processed uS1ng convent1onal
cann1ng technology Wh1Ch lS often outdated Small factor1es are
unable to keep up w1th technolog1cal advances due to the cap1tal
1ntens1ve nature of such advances

30D1Scuss10n paper on Role of SlCOM, Nov 9, 1990
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InItIally, advances In technology utIlIzatIon WIll come from medIum
to large scale operatIons In the last 2 to 3 years, large scale
unIts have been modernIZIng by settIng up concentratIon and aseptIC
plants AseptIC fIllIng In IndIa IS a recent development WIth 4
aseptIC bulk packagIng and about 8 tetrapack lInes now In
operatIon 31 The largest aseptIC plant IS Suncrush located In
Bangalore We had a lengthy meetIng WIth the managIng partner who
spoke very optImIstIcally of the potentIal for bulk, aseptIC
packIng

There are many technologies, both in processing and packaging,
WhICh are probably not avaIlable to the small and medIum-SIzed
producer due the InItIal capItal outlay The avaIlabIlIty of a
pIlot plant faCIlIty would enable such entrepreneurs to test the
market, Its Infrastructure and perhaps theIr own Interest, prIor to
becomIng deeply Involved In any partIcular new process or
development

We enVISIon an InterventIon by the ACE Pro] ect whereby
strategIcally located pIlot plants could be made avaIlable on a
tIme share baSIS These plants would InItIally be operated by the
proJect but could later be sold or leased to the prIvate sector to
contInue operatIng for commerCIal productIon to make real tests of
the market, both for domestIC and export Actual operatIng results
would be an Invaluable source of data for the preparatIon of
fInanCIally VIable feaSIbIlIty studIes They could also serve as
traInIng centers for Industry personnel

It should be noted that the pIlot plants WhICh have IQF eqUIpment
should try to stImulate Interest from the prawn freeZIng sector

PIlot plants would probably need conSIderable fInanCIal conceSSIons
prOVIded by the GOI to make them attractIve to Investors The ACE
ProJect could aSSIst by prOVIdIng subordInated debt

YIelds and PlantIng MaterIals

ThIS refers to on-farm yIelds In terms of the IndIVIdual frUIts and
vegetables We are not referrIng to yIeld of produce per hectare
We are referrIng, for example, to the SOlIds content (brlx) of an
IndIan tomato as compared to an ItalIan or IsraelI tomato It IS
clear that the lower the SOlIds, the more tomatoes WIll be needed
to reach the InternatIonal standard of 28 degrees brlx for paste
and the more expenSIve thIS paste WIll be Other examples are

HIgh sucrose In potatoes WhICh causes a poor color In ChIpS
HIgh water content In onIons WhICh reduces yIeld when
dehydratlng.

31Asopa and Kalro, op CIt
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Non-unlform plneapples ThlS causes loss of hlgh value
products such as whole sllces

SICOM's Elghth Plan emphaslzes" plantlng materlal lS the slngle
most lmportant lnput ln the pre-harvestlng area 'I~ The Plan states
that conventlonal methods of plant propagatlon are predomlnant and
should be superseded by tlssue culture technlques

If other governmental programs do not address thls questIon, the
ACE ProJect could deslgnate monles to be used ln the tlssue culture
and hybrld propagatlon of hlgh yleldlng varletles for direct
commercIal applIcatIon

We feel that thIs pre-farm gate InterventIon must be looked at due
to Its dIrect Impact on the prIce of the fInIshed product produced
by the processlng faclllty

TraInIng

TraInIng of mId-level proceSSIng and other agr~busIness managers
would be a means of accomplIshIng a number of the outputs of the
ACE ProJect Managers would be traIned In all aspects of
agrIbuSIness, Includlng post harvest handllng, proceSSIng and
marketIng The emphaSIS would be on what IS reqUIred by export
markets WIth the VIew that thIS would also Improve the domestIC
market SpeCIal courses could be devoted to technIques of
dIsplayIng at domestIC and Internatlonal trade falrs

H U S /USAID Comparatlve Advantages

The U S lS a world leader In effICIent food productIon proceSSIng
and marketIng systems The SIze and breadth of U S agrIbUSIness
actlvltIes, and the avaIlabIlIty of hIghly tralned people, wll1
enable USAID to access a WIde varIety of aSSIstance from these
sources

USAID has Internal capabIlItIes ( e g , the Bureau of SClence and
Technology) and has developed strong lInkages wlth U S
InstItutIons ( e g , the Post Harvest InstItute, IFPRI) that can
dIrectly support the ACE ProJect

32DIScussIon paper on the Role of SICOM, Nov 9, 1990
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agrIbusInesses and AID Inputs
resources to accompllsh the

- Improved postharvest technology

- IntroductIon of market-led processIng technology

- Improved managerIal capacIty

- A levellng of raw materlal flow

- Improved processlng ylelds

- Approprlate flnanclng mechanlsms for agrlbuslnesses

- Informatlon linkages

- Effectlve pOllCy dlalogue

IV Recommendatlons for Further Studles and Analysls

The team has ldentlfled three areas that wIll requIre further study
and analysIs before a defInltlve proJect can be establIshed The
three areas are

1 Selectlon of the states ln WhICh the ACE ProJect wlll be
located ThIS IS essentIal before the other two areas can be
addressed The report provlded eIght key varlables for
selectIon of the states It also recommended that only three
states be chosen out of the seven llsted as meetlng the
crIterIa used SIX of these could be llsted as prIorIty states
and are shown below, more or less In prIorIty order

Maharashtra
Karnataka
TamIl Nadu
GUJarat
Andhra Pradesh
Haryana

2 Analysls of the Nodal and ImplementIng Agencles

The proposed nodal agencles need to be approached as to theIr
Interest ln partlclpatlng In the ProJect and the condItIons
under WhICh they would partIcIpate The questIon of the
mechanlsm for handllng the lmplementlng agencles lS crltlcal
Slnce lt may lnvolve the nodal agency worklng wlth a state
agency wlth WhlCh lt has no dlrect llnkage USAID has had
experlence ln worklng wlth ICICI as a nodal agency and the
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procedures establ1shed w1th that agency w1ll be helpful 1n
sett1ng up the nodal agency for the ACE ProJ ect It lS
poss1ble that USAID may not need outs1de ass1stance 1n mak1ng
th1s determ1nat1on but, glven the t1me requ1red, USAID should
cons1der br1ng1ng 1n a consultant for a three week per10d to
undertake th1s work

Select10n of the 1mplement1ng agency w1ll be the key to a
successful proJect 1n the state 1n Wh1Ch the 1mplement1ng
agency lS located It lS llkely that the 1mplement1ng agency
w1ll 1nvolve d1fferent 1nst1tut1ons 1n d1fferent states The
select10n of these 1mplement1ng agenc1es should be done w1th
care and w1ll requ1re a spec1al study A two person team,
work1ng closely w1th USAID, should be able to determ1ne the
capabllltles and 1nterest of prospect1ve 1mplement1ng agenc1es
1n each state w1th1n a 30 day perlod A general modus operand1
should be developed once the agenc1es are 1dent1f1ed

3 USAID must determ1ne the extent of agr1bus1ness act1v1ty
and f1nanc1al needs 1n the states selected for the ProJect
Th1S lS an essent1al act1v1ty 1n develop1ng the proper ProJect
focus 1n the states 1n Wh1Ch ACE w1ll operate Th1S
1nformat1on was ava1lable only on a llm1ted bas1s for the team
dur1ng the course of th1s study However, 1t lS strongly
recommended that a study of agr1bus1ness act1v1ty 1n each
state be undertaken dur1ng the early stage of the development
of the ProJect Paper A two person team, spend1ng 7 to 10 days
1n each state should be able to def1ne the parameters of
agr1bus1ness act1v1t1es Th1S w1ll enable USAID to work
d1rectly w1th the selected 1mplement1ng agency 1n the state(
or to help USAID 1n determ1n1ng the proper agency) 1n
develop1ng the appropr1ate thrust of the proJect

It lS essent1al that each team address the quest10n of
f1nanc1al needs of agr1bus1nesses 1n the states selected ThlS
should be done by the team study1ng the nodal/1mplementat1on
agenc1es as well as by the team study1ng agr1bus1nesses The
level of USAID fund1ng w1ll depend largely upon the f1nd1ngs
of these teams
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ATTACHMENT - TABLES

Table 1 Indla Area Under MaJor Corps

Crop 1970/71 1975/76 1980/81 1985/86 1988/89*

Mlillon hectares

Paddy 37 6 39 5 40 2 41 1 41 9
Wheat 18 2 20 4 22 3 23 0 24 1
Sorghum 17 4 16 1 15 8 16 1 14 8
Ollseeds 16 6 16 9 17 6 19 0 21 6
Sugarcane 2 6 2 8 2 7 2 8 3 4
Cotton 7 6 7 4 7 8 7 5 7 3
Malze 5 9 6 0 6 0 5 8 6 0
Jute 0 8 0 6 0 9 1 2 0 7
Potato 0 5 0 6 0 7 0 8 0 9

Source GOI Economlc Survey, 1989/90
* Provlslonal

Table 2 Indla Comparlson of Agrlcultural Growth Rate Wlth Other
Countrles in the Reglon

country Agrlcultural Growth rate (%)
1965-80 1980-86

Thalland 4 9 2 9
Malaysla 4 7 3 0
Phlllpplnes 4 6 2 0
Burma 3 7 4 7
Chlna 3 0 7 9
Indla 2 8 1 9
Srl Lanka 2 7 3 0
Bangladesh 1 5 2 7
Nepal 1 1 4 8

Source from Chang
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Table 3 lndla Area of Selected Crops Under Hlgh-Yleldlng
Varletles

Crop Area Under Hlgh Yleldlng Crops
1970/71 1975/76 1980/81 1985/86 1988/89

Mllllon hectares

Paddy 5 6 12 4 18 2 23 5 27 2
(15) (31) (45 ) (57) (65)

Wheat 6 5 13 5 16 1 19 1 20 7
(36) (66 ) (72) (83) (86 )

Sorghum o 8 2 0 3 5 6 1 6 7
(5 ) (12) (22) (38) (45 )

Malze o 5 1 1 1 6 1 8 2 2
(8) (18) (27) (31 ) (37)

Source GOl EconomlC Survey, 1989/90
( ) 9-- of total crop area under HYVs0

Table 4 lndla Ylelds of Selected Crops as Compared Wlth the
World Average

Commodlty lndla's Yleld World Average Yleld*

Metrlc Tons/has

Rlce 1 8 3 2
Wheat 2 1 2 3
Sorghum 0 6 1 4
Malze 1 4 3 6
Groundnuts 0 7 1 1
Tea 0 8 1 6
Soybeans 0 8 1 9
Potato 13 0 16 0
Sugarcane 60 0 60 0

Source Yang, October 1990

* Selected countrles
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Table 5 Indla Exports of Selected Agrlcultural Commodltles,
1980/81 & 1988/89

Commodlty

Coffee
Tea and Mate
011 Cakes
Tobacco
Cashew Kernels
Splces
Sugar and Molasses
Raw Cotton
Rlce

Exports 000 mt *
1980/81 1988/89

87 83
229 193
886 1243

91 56
32 38
84 94
97 94

132 14
727 158

Crores

Frults and Vegetables 56
Processed Frult JUlces 80
M1SC Processed Foods 36

Source GOl Economlc Survey, 1989/90
* Rounded

94
64

121

Table 6 Indla Share of World Exports of Selected Commodltles,
1980 & 1987

Commodlty/ World lndla % Indla World Indla % lndla
Commodlty Group of total of total

Mll $U S Mll $U S

Meat/Meat Prep 17832 67 0 4 22845 40 0 2
Marlne Prod 12258 242 2 0 23573 516 2 2
Cereals,Ex Rlce 41989 201 0 5 28709 60 0 2
Rlce 4355 160 3 7 2106 43 2 0
Frult & Veg 24018 259 1 1 20773 92 0 4
Sugar 16183 46 0 3 11225 14 0 1
Coffee 12979 271 2 1 11838 146 1 2
Tea and Mate 1631 452 27 7 1534 221 14 4
Splces 1072 156 14 5 1504 151 10 0

Source GOl Economlc Survey, 1989/90
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Table 7 Indla MaJor Export Markets for Agrlcultural Products

Area/Country 1979/80 1983/84 1987/88
Percentage of Exports

Gulf states 34 3 49 1 32 2
Western Europe 22 4 12 8 17 6
North Amerlca 15 4 5 6 16 6
ESCAP Countrles 12 2 17 1 22 3
USSR 4 0 8 1 2 4
Others 11 6 7 3 8 9

Total 100 0 100 0 100 0

Source APEDA

Table 8 Indla MaJor Destlnatlon of Agrlcultural Products,
1988/89

Commodltles MaJor Destlnatlon, by Share (%)

Fresh Mangoes
Other Fresh Frults
Fresh Vegetables
Fresh Onlons
Fresh Potatoes
Fresh JUlces
Can & Bot Frult
Canned Vegetables
Dehy Vegetables
Plckles & Chutney

Source APEDA

UAE (58%), Saudl Arabla (17%)
UAE (34%), Iraq (31%), Saudl Arabia(15%)
UAE (29%), S Arabla (24%), Kuwalt(17%)
Malaysla (27%), Slngapore (26%)
Nepal (69%), Maldlves (16%)
USSR (88%)
S Arabla (18, YAR (13%), UAE (10%)
Ger Fed Rep (19%), Denmark(17%) , UK(13%)
Ger Fed Rep (25%), UK (18%) ,Czech (17%)
UK (31%), USA (13%), UAE (12%)
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Table 9 Sector-Wlse and Categorles of Scheduled Products
Llcensees, 1984

category of Llcensee Prlvate Coop PubllC Total

Large Scale-Over 250mt 256 7 20 283
Small scale (B)-100-250mt 263 10 16 289
Small Scale (A)-50-100mt 186 5 7 198
cottage Scale-10-50mt 490 13 9 512
Home Scale-Less than 10mt 1254 16 28 1298
Re-labeller* 415 2 9 426

Total 2864 53 89 3006

Source APEDA

Table 10 Indla Exporters Reglstered Wlth APEDA, by Category

Products Merchants
Slngle Product

Frult and Veg 209
Meat/Meat Products 36
Poultry/Poultry Prod
Dalry/Dalry Prod 3
Conf /Bakery 3
Honey,Jaggery,Sugar 3
Cocoa/Cocoa Prod 1
Alcohol/Non-Alcohol 2
Cereal Products 4
Walnuts/Peanuts 7
Plckles/Chutney 28
Guar Gum 20
Hort /Florlculture 10
Herbal/Mediclne 2

Sub-Total 328

Multl-Products(Merchants)
Multl-Products(Manufacturers)

Total

Source APEDA

Manufacturers
Slngle Product

47
30

3
2
1

11
1
8
7
8

21
47
6

192

Total

256
66

3
5
4

14
1

10
11
15
49
67
16

2

520

529
83

1132
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Year

1980/81
1981/82
1982/83
1983/84
1984/85
1985/86
1986/87
1987/88
1988/89*

Source APEDA
* ProVISIonal

Value of Scheduled
Products Exported

(000) Lakhs)

19175
29783
27850
24230
31595
27850
31257
38478
41708

Table 12 IndIa Installed ProceSSIng CapaCIty and
UtIlIzatIon

Year

1981
1982
1983
1984
1985

Installed
CapaCIty
000 rot

275
300
330
379
379

ProductIon

90
137
120
140
155

capaCIty
UtIlIzatIon

33
46
36
37
41

Source Asopa and Kalro
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Donors HaJor
Co~ponents

Location Date started Funds USS

Wor Id Bank I HOPCOHS Fr uIt
and Vegetable
ProJect

Harkellng of frulLs and
vegetables In Bangalore

Processing FrulL drink, Bangalore,
marketing of frUits & Karnataka
vegetables

19B5 1990
Hlll be
ex tended to
1992

22.lIlion

2 Tropical al To Increase the Production, processing Andhra Pradesh Could not NA
Hortiultm production of fruits and mar keting KarnalAka start It My
PrOject and vegetables Tull Nadu start in next

HaharuhLra Ilx month.
bl To increase the Kerala

Income of growers

3 Nerkhed Food a) To Increase the Production, processing Nerkhed, Haharashlra Halling Lo be b ulllon
Processing productIon of fruits and narketing approved
ProJect and veg etab Ies Il ~ay also have an

export conponent
bl To Increase the

Income of growers

4 Fruits and al To Inmase the Prommnt and All HaJor cities In Planned (or NA
Vegetable production of frulls mkellng India Ahmedabad, 1992
Project and vegetables Post harvest handling, Bangalore, Hadras,

transportallon, cold Calcutta, Deihl,
bl To Increase the storages, distributIon Bombay

lncoae of growers cenLers, retail outieLs

United Nations FruI t and To Increase Pilot faclllty lor apple Jammu and Kashmir Could not 17 .lIlion
Deve lopaent Vegetable apple dehydrallon, JUice start due to +
Progru Pr~ceSSlng production In concentrate etc, R~D, disturbances I million Irol

Jammu &Kashmir packaging In J & K the BOI
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ANNEX -1

THE WORLD BANK

The World Bank plans to have a proJect In Agrlbuslness and has
contracted FICCI to conduct a study In the areas of taxatlon and
pollcy reforms FICCI was to submlt a report to the World Bank last
year The report lS expected by the end of December, 1990

The World Bank plans to suggest modlflcatlon of duty structure
affectlng the food processlng lndustry At present, the products In
the lndustry are subJect to hlgh eXClse dutles that average from 10
to 15 % ad valorem Key reforms In the commerclal development of
cooperatlves and cooperatlve serVlces have also been ldentlfled
The World Bank declded to focus on the duty structure after
conductlng several surveys on the constralnts to lncreaslng export
growth for speclflc commodltles

PRESENT PROGRAMS/PROJECTS

1 TITLE HOPCOMS Frult and Vegetable proJect

OBJECTIVES Marketlng of Fru1ts and Vegetables 1n Bangalore

MAJOR COMPONENTS HOPCOMS, Bangalore, lS act1ve 1n 1)
manufactur1ng of frU1 t dr1nk 2) market1ng of fru1 ts and
vegetables 3) supply1ng fert1l1zers and chemlcals 4) and
dlsburslng Government loans The soclety lS actlng as a nodal
agency for the proJect

LOCATION The proJ ect 1S located 1n Bangalore and nearby
areas

DATE STARTED AND DURATION 1985-1990 The proJect w1Il be
extended for two more years 1 e up to 1992

US$ VALUE The proJect has a value of $2 2 mllllon

2 TITLE NATIONAL SERICULTURE PROJECT

OBJECTIVES To 1mprove the sllk 1ndustry and lncrease the
1ncome of women

MAJOR COMPONENTS The proJect 1nvolves cult1vat1on of mUlberry
trees, reel1ng and sllk process1ng un1ts

LOCATION The proJect covers slxteen p1lot states and flve
maJor states

DATE STARTED AND DURATION The proJect lS two years old It is
co-sponsored by the SW1SS

US$ VALUE The proJect has a value of $250 m1lllon
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FUTURE PROGRAMS AND/OR PROJECTS

1 TITLE TROPICAL HORTICULTURE PROJECT

OBJECTIVES The proJect IS deslgned to Increase the productlon
of frults and vegetables and subsequently Increase the Income
of growers

MAJOR COMPONENTS The proJect Involves productlon, processlng
and marketlng of the processed frults and vegetables

LOCATION The states targeted are Andhra Pradesh, Karnataka,
Tamll Nadu, Kerala and Maharashtra

DATE STARTED AND DURATION The proJect could not start as the
concerned secretary of the state was more keen on havlng a
proJ ect In cut flowers Wl th the change In secretary, the
proJect IS expected to start agaln In next SlX months

2 TITLE NERKHED FOOD PROCESSING PROJECT

OBJECTIVES The proJect IS deslgned to Increase the productlon
of frults and vegetables and SUbsequently Increase the Income
of growers

MAJOR COMPONENTS The proJect Involves productlon, processlng
and marketlng of the processed frults and vegetables( mango,
oranges, lemon, guava, tomato) It may also have an export
component

LOCATION Nerkhed, Nagpur, Maharashtra

DATE STARTED AND DURATION The pro] ect IS wal tlng to be
approved by the Bank The declslon wlll be taken In December
1990 The proJect llfe IS approxlmately ten years

US$ VALUE $6 mllllon

3 TITLE FRUITS AND VEGETABLE PROJECT

OBJECTIVES The proJect IS deslgned to Increase the productlon
of frults and vegetables and SUbsequently Increase the Income
of growers

MAJOR COMPONENTS The proJect Involves procurement and
domestlc marketlng of frults and vegetables The maJor
components funded wlll be post-harvest handllng equlpment,
transportatlon, cold storages, dIstrlbutlon centers and retaIl
outlets In maJor cItles

LOCATION All maJor cItIes In IndIa - Ahmedabad, Bangalore,
Madras, Calcutta, DeIhl, Bombay, etc
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DATE STARTED AND DURATION NDDB the 1mplement1ng agency for
the proJect 1S conduct1ng a feas1b111ty study 1n ten states
The study 1S expected to be completed by early 1991 The
proJect may get approved by 1992 The proJect 11fe w111 be
approx1mately f1ve years

US$ VALUE The World Bank has funded the feas1b111ty study
Funds for other act1v1t1es w111 be allocated after the proJect
1S approved

UNITED NATIONS DEVELOPMeNT PROGRAMME

The UNDP has proposed four maJor proJects to the GOI based on

1 Fru1ts and Vegetables
2 Processed Food Products, meat and poultry etc
3 Fresh Flowers
4 Guar

The Government of Ind1a accepted two proJects

1 Meat and Poultry
2 Apple process1ng 1n Jammu and Kashm1r

The meat and poultry proJect w111 be worked out w1th APEDA The
proJect on apple process1ng could not start due to the pol1t1cal
d1sturbances 1n Jammu and Kashm1r

FUTURE PROGRAMS/PROJECTS

TITLE FRUIT AND VEGETABLE PROCESSING

OBJECTIVES To 1ncrease apple prOduct1on ln Jammu and Kashmlr

MAJOR COMPONENTS 1 Settlng up of a pllot faclllty for apple
dehydratlon, JUlce concentrate, by-products utlllty, etc 2
Research and Development ln productlon and processlng
technology 3 Consumer packaglng

LOCATION Jammu and Kashmlr

DATE STARTED AND DURATION The proJect could not start due to
d1sturbances In Jammu and Kashmlr The proJect wlll be taken
up agaln, 1f, GOI asks for lt

US$ VALUE UNDP funds of $1 17 mllllon wlth a matchlng fund of
Rs 17 mllllon ( approx1mately $1 mllllon) from GOI were
asslgned for the proJect
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THE FOOD AND AGRICULTURE ORGANIZATION

PRESENT PROGRAMS/PROJECTS

1 TITLE FOOD QUALITY CONTROL

OBJECTIVES· To strengthen the potentlal of the Export
Inspectlon Agencles at Cochln, Bombay and Calcutta In food
quallty lnspectlon and control

MAJOR COMPONENTS Technlcal consultancy

LOCATION Cochln, Bombay, and Calcutta

DATE STARTED AND DURATION August 1989 to December 1990

US$ VALUE $150 thousand

FUTURE PROGRAMS AND/OR PROJECTS

1 TITLE VILLAGE LEVEL PROCESSING OF POTATO

OBJECTIVES To extend the vlllage level technology ln other
parts of Indla

MAJOR COMPONENTS Processlng and Dlssemlnatlon of Technology

LOCATION Barellly, Uttar Pradesh

DATE STARTED AND DURATION Planned

US$ VALUE ProJect under reVlew

THE CANADIAN HIGH COMMISSION

PRESENT PROGRAMS/PROJECTS

The CommlSSlon has several proJects ln agrlculture The proJects
WhlCh are more closely related to agrlbuslness are llsted below

1 TITLE INDO-CANADIAN AGRICULTURE EXTENSION PROJECT

OBJECTIVES To lncrease agrlcultural productlvlty In the
proJect areas
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MAJOR COMPONENTS The proJect actlvltles are llsted below

-fertlllzer demonstratlons
-tralnlng of farmers and the proJect staff
-post harvest technology
-seed mUltiplIcatIon
-women traInIng
-farmers Investment programs
-health programs
-mother and Chlld care programs
-storage of gralns and frults and vegetables

LOCATION The proJect covers three dlstrlcts ln uttar Pradesh-

Meerut, Barabankl, and Sultanpur
thousand vlllages

It lnvolves more than a

DATE STARTED AND DURATION flve years

PROJECT VALUE The proJect value lS approxlmately US$25
mllllon

2 TITLE OILSEEDS GROWERS COOPERATIVE PROJECT

OBJECTIVES The proJect alms at stablllzlng the edlble all
prIces by IncreasIng ollseed productlon

MAJOR COMPONENTS Three maJor components
Productlon of ollseeds
Processlng of ollseeds
Marketlng of all

LOCATION The proJect lS located ln elght states
GUJarat
Andhra Pradesh
Madhya Pradesh
RaJasthan
Tamll Nadu
Orlssa
Maharashtra
Karnataka

DATE STARTED AND DURATION 1979 To 1997 The flrst phase of
the proJect was from 1979 to 1989 The second phase lS from
1989 to 1997 The proJect duratlon lS for a perlod of
seventeen years

PROJECT VALUE The flrst phase of the proJect lS US $62 5
mIlllon The second phase of the proJect lS US$ 72 mIlllon
The proJect was funded from 1979-89 by the sale of 160,000 mt
of U S donated soyabeen 011 CIDA began fundlng the proJect ln
1981
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THE AUSTRALIAN HIGH COMMISSION

PRESENT PROGRAMS/ PROJECTS

1 TITLE FRUIT AND VEGETABLE PROCESSING

OBJECTIVES· To lntroduce approprlate Australlan technology for
post harvest handllng and dlstrlbutlon of fresh and processed
frults and vegetables In the market

MAJOR COMPONENTS Post harvest handllng, processlng and
domestlc marketlng

LOCATION Bangalore, Karnataka

PROJECT STARTED AND DURATION 1990-1993 The proJect could not
take off as the AUSTRADE wanted to do lt commerclally
US$ VALUE $2 75 mllllon

2 TITLE FRUIT AND VEGETABLE PROCESSING

OBJECTIVES To lntroduce approprlate Australlan technology for
post harvest handllng and dlstrlbutlon of products ln the
market

MAJOR COMPONENTS
marketlng

LOCATION Assam

Post harvest handllng, processlng and

PROJECT STARTED AND DURATION 1990-1993 The proJect could not
take off as the proJect slte was not approved by AHC NDDB has
to come back to AHC wlth a new proJect area proposal
US$ VALUE $2 75 mllllon

THE BULGARIAN EMBASSY

PRESENT PROGRAMS/PROJECTS

1 TITLE THE INDO-BULGARIAN FRUIT AND VEGETABLE PROJECT

OBJECTIVES To lncrease apple productlon In Jammu and Kashmlr

MAJOR COMPONENTS Productlon Enhancement

LOCATION Jammu and Kashmlr

DATE STARTED AND DURATION The proJect actlvltles ceased due
to dlsturbances In the state
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THE DUTCH EMBASSY

PRESENT PROGRAMS/PROJECTS

1 TITLE VEGETABLE SEED MULTIPLICATION PROJECT

OBJECTIVES To lncrease seed productlon In DeIhl and adJolnlng
areas

MAJOR COMPONENTS Productlon enhancement

LOCATION DeIhl and adJolnlng areas

DATE STARTED AND DURATION 1989

US $ VALUE NA
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ANNEX 2

RANGE AND ROLE OF INSTITUTIONS'

The followlng sectlon provldes a brlef summary of the range of
lnstltutlons dlrectly concerned wlth agrlbuslness and the role they
play In the agro-lndustrlal system

1 Central Government Mlnlstrles

Mlnlstry of Industrles

The "New Industrial Pollcy Statement" for 1990 lssued by the
Industry Mlnlster In ParI lament on May 31, 1990 states that the
agro-processlng lndustry wl11 be glven hlgh prlorlty In credlt
allocatlon from flnanClal lnstltutlons The pollcy further states
that agro-processlng sectors regulrlng advanced technology,
approvals wl11 be granted wlthln 30 days of presentatlon to the
Department of Industrlal Development The pollcy statement stresses
that for agro-based lndustrles to be successful, close 11nks must
be establlshed between the growers and processor unlts Therefore,
the Industrlal POllCy lS partlcularly promotlng proJects formed on
the basls of JOlnt ownershlp

The New Industrlal Pollcy has not been approved as yet and, wlth
the change In government In November, many of lts provlslons may be
In Jeopardy.

The Mlnlstry encourages processlng unlts to be establlshed wlthln
the framework of cooperatlve socletles or a slml1ar group actlon
lnltlatlves. It argues that thlS wl11 also ensure the transmlsslon
of better technology transfer for enhanced agrlcul tural productlon
The Minlstry has recently created a new Department of Small-Scale
and Rural Industrles. The responslbl1ltles of thlS department are
stl11 belng deflned, but there lS already some apparent overlap
wlth the Mlnlstry of Food Processlng Industrles The future
development of thls department could affect the status of Mlnlstry
of Food Processlng Industrles slgnlflcantly

'Sectlon I of thls Annex lS based In part on Joyce Chang's
report "Issues In the Indlan Agrlbuslness Sector and
Recommendatlons " Prepared for USAID/New DeIhl October 25, 1990
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M1n1stry of Food Process1ng Industr1es

In July 1988, the Central Government created the M1n1stry of Food
Process1ng Industr1es to serve as a maJor catalyst for lay1ng down
an agro-based pattern of rural 1ndustr1alIzatIon, WhICh would
transfer technology, 1ncrease 1ncomes and create maJor avenues for
1ncreased rural employment The M1n1stry has establ1shed three
Development Counc1ls for food process1ng, fru1ts and vegetable
process1ng, and f1Sh process1ng The Counc1ls are respons1ble for
est1mat1ng demand and future product1on targets, study1ng
1nfrastructure and packag1ng requ1rements, rev1ew1ng current
technolog1es, and plann1ng for exports Wh1le the scope of the
M1n1stry's respons1b1l1t1es 1S qU1te broad, 1t has Ilttle author1ty
1n 1mplementat1on W1th the 1n1t1at1ng of the M1n1stry of
Industr1es Department of Small Scale and Rural Industr1es there 1S
poss1ble of overlap w1th the M1n1stry of Food Process1ng
Industr1es It 1S conce1vable that the M1n1stry of Food ProceSSIng
Industr1es could be merged 1nto the new d1v1s1on of the M1nIstry of
Industr1es

The MIn1stry has 11ttle author1ty at the state level It was
bas1cally set up to promote small scale 1ndustr1al employment un1ts
to help curb urban1zat1on It's future program focus w1ll be on
strengthen1ng of bas1c 1nformat1on, research proJects, and stud1es
1n the 1ndustr1al and hort1cul tural areas Its pr1or1t1es are
small-scale 1ndustry, 1mproved var1et1es and y1elds, 1ncreased
self-I1fe of products and rural market1ng One ma1n constraInt
1dent1fIed was the slow technology transfer to small-scale
processors

Agr1cultural and Process1ng Food Products Export
Development AuthorIty (APEDA)

APEDA was created In 1986 and rece1ves 1tS fund1ng from the
M1n1stry of Commerce It 1S respons1ble for export promot1on and
development of the follow1ng products Ilsted under the APEDA Act
meat and poultry products, confect1onery, b1scu1t and bakery
products, honey, sugar, cocoa, chocolates, alcohol1C and non
alcohol1C beverages, cereal products, groundnuts, flor1cul ture
products, papad and chutney, and herbal and medICInal plants APEDA
reqUIres by law that all exporters of the above products reg1ster
w1th them before they are allowed to export

APEDA offers ass1stance for export- related actIv1t1es encompass1ng
such areas as qual1ty control, 1nformat1on and adv1sory serV1ces,
market 1ntell1gence and 1nformat1on, packag1ng development,
research and development, etc

APEDA 1S closely aff1l1ated WIth the M1n1stry of Food ProceSSIng
M1n1str1es, and all b1lateral act1v1t1es WIth APEDA would also be
coord1nated through the M1n1stry of Food Process1ng M1n1str1es
APEDA has had dIff1cult1es 1n 1mplement1ng 1ts mandate due to
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lnter-lnstltut1onal coordlnatlon constra1nts and lack of SOlld
government backlng state level corporatlons have only used APEDA' s
serV1ces sparlngly Its lnvestment pr10rltles are vegetables,
frults and seeds

Mlnlstry of Agr1culture

The Mln1stry of Agrlcul ture lS prlmarl1y focused on the factor
market (lnputs) of agrlcultural productlon, 1 e seeds, fertl1lzer
and pest1c1des Most of the MOA l.nput dl.strl.butl.on efforts are
subsl.dlZed Slnce the Mln1stry of Agrl.cultural does not lmplement
any agro-processlng actlvltles and agrl.cultural commerclallzatlon
activities, this would not be a 11kely agency for the ACE project
However, l.t can promote targeted l.nputs and has d1rect ll.nkages
wlth the Natl.onal Hortlcultural Development Board and the Natl.onal
Dalry Development Board

Mlnl.stry of Plannlng

The Mln1stry of Plannlng recently developed a proJect on Regl.onal
Plannl.ng WhlCh dl.Vlded the country l.nto 15 agro-Cll.mat1c zones on
the basls of a commonal1ty of agro-Cll.matlc factors 11ke sOlI type,
ralnfall, temperature, water resources, etc One of the mal.n
obJectlves of the plan lS to attempt a broad demand-supply balance
of maJor commod1t1es at the natl.onal level but based on potentlal
and prospects of varlOUS zones The World Bank lS also l.nterested
l.n uSl.ng agro-cllmate zones and lS coord1natl.ng the deslgn to be
used for thel.r proposed agro-lndustry proJect

Khadl and Vl11age Industrles COmmlSSl.On (KVIC)

KVIC's ma1n role l.S to promote rural lndustrl.allzat1on by
encourag1ng self-employment opportunl.tles l.n the non-farm sector 1n
rural areas, lncludl.ng vl.llages ln small-scale 1ndustr1al
act1v1tles It lmplements 1ts program through 27 statutory state
boards and an advlsory board and operates through 1148 lnstl.tutl.ons
and 30,000 cooperatlve soclet1es spread over 150,000 v1llages 1n
the country However, the 1988 comptroller and Aud1tor General
report named KVIC as one of the worst managed publlC sector
organlzatl.Ons l.n India The Natlonal Front Government has allocated
Rs 7000 cores to KVIC as part of a pre-elect1on prom1se to promote
rural 1ndustrlal1zatlon

Mln1stry of Food and C1Vl1 Suppl1es

ThlS Ml.n1stry makes recommendatl.ons to the M1nl.stry of F1nance on
the amount of surplus agr1cultural products that should be exported
and recommends the level of l.mports for essentlal commod1ty l.tems
Wh1Ch Indla lacks ThlS M1nl.stry 1S partlcularly concerned about
ralslng fore1gn exchange to meet the demand for l.mportlng ed1ble
011
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2 State-level M1n1str1es

Industr1al Development corporat1ons (IDCs) and Agro-Industry
Corporat10ns (AIDCs) have been establ1shed 1n most states for
planned development of med1um-scale 1ndustr1es at the state-level
These corporat1ons functlon as extended arms of the national-level
industrial development and f1nanc1al 1nstltut1ons such as the
Industrlal Development Bank of Indla, Industrlal Credlt and
Investment corporat10n of Ind1a (ICICI), and others to coord1nate
and 1ntegrate 1ndustr1al development act1v1t1es at the state-level
The corporat1ons ass1St 1ndustr1es 1n obta1nlng letters of
lntent/llcenses from the Government of Indla for selected
1ndustr1es, extend terms loans and seed cap1tal, provlde asslstance
for modern1zat1on and rehabl11tat1on of problemat1c 1ndustr1al
un1ts Generally, corporat10ns promote lndustr1al un1ts through
three dlfferent sectors Subs1dlar1es, JOlnt ventures, and asslsted
ventures. There are two maln types of state-level corporatlons
which are described in the next section

Agro-Industry corporat10ns

State-level agro-1ndustry corporat1ons are government agenc1es, but
they often have J01nt ventures w1th the pr1vate sector Agro
1ndustry corporat1ons are not part of the state government
m1n1str1es but funct10n as government- promoted corporat1ons State
agro-1ndustry corporat1ons are respons1ble for all aspects of
agr1bus1ness, and make arrangements for the procurement, grad1ng,
packag1ng, and dlstrlbutlon of agr1cultural products Such
corporations can f1nance, promote agro-lndustr1es, whether owned or
run by government, statutory bod1es, company, co-operat1ve
soc1et1es, f1rms or 1nd1V1duals and prov1de such act1v1t1es and
1ndustr1es W1th cap1tal cred1t, means resources and techn1cal
ass1stance The GUJarat Agro-Industry Corporat1on even has close
t1es wlth pr1vate sector export f1rms 1n commerc1ally or1ented
enterpr1ses The exper1ence of agro-1ndustry corporatlons 1n Ind1a
lS mlxed

Industrlal Development and Investment Corporatlons

All states also have lndustrlal development corporatlons WhlCh
somet1mes 1mplement agro-1ndustry act1v1t1es The level of agro
process1ng act1vlt1es undertaken by these corporat1ons var1es from
state to state For example, 1n the state of Andhra Pradesh, the
range of act1v1t1es 1n agro-processlng w1th the 1ndustrlal
development corporatlon lS very extens1ve, hav1ng 65 J01nt ventures
wlth the pr1vate sector on a varlety of commod1t1es rang1ng from
ollseeds, to cotton process1ng to pasta products the APIDC (State
Industrlal corporat1on of A Pradesh) has promoted h1gh technology
proJects as an area for further lnvestment, and applled
blotechnology to agrlculture food processlng SICOM, ln
Maharashtra, prov1des expert1se In proJect 1dent1f1cat10n,
f1nanc1ng and co-ordlnat1on w1th government at the state and
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natlonal levels. IDC's also sponsor tralnlng programs on marketlng,
research, and evaluatlons The states with a tradltlon of
lndependence from the government tend to have lndustry development
corporatlons with stronger prlvate sector Ilnkages

Some states have a JOlnt sector pollCy The Tamll Nadu Industrlal
corporatlon wlll lnvest 26% In a proJect, the prlvate entrepreneur
contrlbutes 25%. Thrust areas In Tamll Nadu lnclude agro-based and
blotech lndustrles The prlvate sector flrm technlcally manages the
company whlle the state government retalns chalrmanshlp ThlS can
cause some controversy concernlng state government lnterference In
day-to-day management 2

3 Cooperatlves

Indla has one of the largest and most well-developed cooperatlve
structures In the world Agrlcultural cooperatlves are
partlcularly lmportant lnstltutlons In the agro-processlng sector
because they are the predomlnant organlzatlons that promote
actlvitles wlth strong backward Ilnkages to small farmers and
forward Ilnkages wlth marketlng and export. Cooperatlves playa key
role In promotlng lntegrated rural development Slnce there are
represented In the productlon, processlng and marketlng processes
ThlS lmportant role of the cooperatlves lS key for any successful
agrlbuslness proJect alternatlve WhlCh seeks to evolve the small
farmer and they small unlt of output wlth a larger-scale
transportatlon-dlstrlbutlon marketlng system

Indla's experlence wlth organlzlng and managlng cooperatlves has
been IDlxed, however The maJorlty of cooperatlves do not truly
functlon as cooperatlves, and cooperatlyes have a tendency to
support government pollcles Slnce the POllCY of the government
contlnues to be one of provldlng credlt to farmers through such
Instltutlons as cooperatlves The dlsbursement of agrlcultural
credlt by the government to cooperatlves In 1988-89 was Rs 5442
crores 3

Each state has dlfferent by-laws that govern cooperatlves Some
states, such as Maharashtra, Karnataka, Tamll Nadu, and GUJarat,
have tradltlonally had strong cooperatlves that functlon
lndependently from the government and have been able to protect
thelr autonomy In all of Indla, however, cooperatlves members
provlde only 5% of the worklng capltal and the rest lS provlded by
state governments. Cooperatlves In the agro-processlng area have
not performed as well as other cooperatlves In marketlng, credlt,
and productlon areas

2Buslness Indla, October 1990

3 Government of Indla EconomlC Survey 1989-90, Mlnlstry of
Flnance, EconomlC D1V1Slon
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There are some positive reforms underway to 11beral1ze cooperat1ve
by-laws and glve states 1ncreased autonomy A model state law w111
be cons1dered 1n the near future It was developed w1th input from
the progress1ve Nat10nal Da1ry Development Board and Samahkya
These laws would be at the d1scret10n of each state to adopt, but
would glve the states the author1ty to d1sband the current state
comm1ttee system that governs cooperat1ves. Add1t1onally, the
M1n1stry of Industry lS encourag1ng agr1cultural producers to
establ1sh process1ng un1ts w1th1n the framework of cooperat1ve
soc1et1es

a National Level Organizations

1) Nat10nal Cooperat1ve Development Corporat1on (NCDC)

NCDC lS a development f1nanc1ng 1nstltut1on and consult1ng body for
the agr1cultural cooperat1ve sector and lS respons1ble for
plann1ng, promot1ng, and f1nanclng cooperat1ves 1n product lon,
process1ng, storage and market1ng of agr1cultural produce,
d1str1but10n of essent1al commodlt1es, and d1strlbut10n of 1nputs
NCDC also works wlth the non-farm sector such as the flsh1ng
lndustry to promote 1ncome generatlon act1v1tles that benef1t the
rural poor NCDC provldes 70% of 1ts flnanc1ng as loans to
cooperat1ves, wh11e the state government contr1butes 22 5%, wlth
the cooperatlves prov1d1ng the balance The state government
guarantees a 70% repayment to NCDC NCDC has been part1cularly
act1ve 1n developlng ollseed and sugar cooperat1ves NCDC has
rece1ved donor ass1stance over the past years, part1cularly 1n
cotton and o11seeds commodit1es

2). Nat10nal Cooperat1ve Un10n of Ind1a (NCUI)

NCUI lS an apex body that coord1nates all nat10nal, state, and
multl-state cooperat1ves. It has over 150 m11110n members and 1ts
act1v1t1es range from promot1on of cooperat1ve 1deology and
pr1nc1ples to tra1nlng programs NCUI also prov1des consultancy
serv1ces to 1ts member organ1zatl0n and works to reduce 1mbalances
In cooperat1ve development It lS respons1ble for oversee1ng the
Nat10nal Councll for Cooperat1ve Tralnlng and Natlonal Institute of
Cooperatlve Management, which 1ncludes 19 cooperat1ve training
colleges and 92 junior cooperatlve tra1n1ng centers

3) Natlonal Agr1cultural
Federat10n (NAFED)

Cooperatlve Market1ng

NAFED lS the apex body of market1ng cooperatlves 1n Indla and the
central nodal agency for handllng GOI pr1ce support and market
1ntervent10ns

NAFED supports countrywlde programs for prov1dlng marketing support
to farmers. There are about 6000 pr1mary marketlng soc1et1es, 157
d1str1ctjcentral soc1etles, and 29 general purpose state
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cooperat1ve market1ng federat10ns at the state level Furthermore,
there are 16 spec1al commod1ty market1ng federat10ns Dur1ng 1988
89, cooperat1ves marketed produce worth approximately $3 2 m1ll10n
dollars Three maJor commodit1es which account for more than 75%
of total agr1cultural produce marketed were· food grains,
sugarcane, and cotton

NAFED 1ncludes a research body, the Assoc1ated
Development Foundat10n, and 1S respons1ble for
1nformat10n and pr1ce data to 1ts aff1l1ates

4). Food Corporation of India (FCI)

Agr1cultural
d1ssem1nat10n

FCI has conf1ned 1ts operat10ns to only wheat and r1ce. In most
states, cooperatlves must sell 50% of the1r produce to the Food
Corporat10n 1n order to rece1ve the r1ght to sell the same amount
on the open market GUJarat 1S one state that does not have to meet
th1s requ1rement FCI has subord1nate off1ces 1n the states and 1tS
own godowns and s1los for storage Recently, a comm1ttee on
agr1culture recommended that FCI's act1v1t1es be greatly reduced

b state Level Cooperat1ve InstItutIons

state level cooperat1ves have been more successful In certaIn
states and selected commodIt1es. In GUJarat, for example, Its
reputatIon for haVIng the best cooperatlve In IndIa IS largely due
to the Impact of the NatIonal DaIry Development Board, and a
tradItIon of Independence from the central government.

1). Nat10nal Da1ry Development Board (Amul CooperatIve
(GU] art) (NDDB)

In GUJart, cooperat1ves have created one of Ind1a's most effect1ve
m1lk procurement, processlng/manufactur1ng and market1ng systems
strong leadersh1p and management,a gradual evolut10n S1nce 1946,
and progress1ve state/prlvate sector l1nkages were 1mportant
factors In ach1ev1ng success The AMUL cooperatIve 1S based on
lntegrated rural development uS1ng farm-1ndustry l1nkages, and uses
agro-process1ng as an anchor act1v1ty to organ1ze other act1v1t1es
The AMUL proJect effect1vely commerc1a11zes da1ry productlon and
processing, and returns the prof1ts to farmers The effort of the
NDDB is considered in this report because of thelr success in
l1nklng the product10n-processlng-market1ng system effectlvely
WhICh Involves small farmers Furthermore. NDDB w1ll be
1mplement1ng a proJect 1n the near future to study the constralnts
and opportun1t1es for market1ng fru1ts and vegetables to urban
areas 1n Ind1a.
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2). Samakhya (Andhra Pradesh)

Samakhya was created ~n 1982 and ~ts goal ~s to strengthen rural
areas It ~s not a cooperat~ve but operates s~m~larly to a pr~vate

voluntary organ~zatlon on the behalf of cooperatIve members In
Andhra Pradesh. Samahkya provides trainlng consultancy services to
cooperatIves and charges a servIce fee It does not receIve any
government fundlng but It does ass1st cooperatlves In apply~ng to
recelve fundlng. Samakhya works to Influence pol~c~es and promote
new areas for cooperatlve reform, and asslsts rural farmers In
becom~ng members of cooperatlves It IS currently at the forefront
of fram~ng the new model state by-laws that wll1 be consldered by
ParlIament and has provlded traInIng to the managlng commlttee It
has lobbled on the behalf of 29 agrlcultural cooperat~ves wlth
2,000 to 3,000 members It has also collaborated wlth the Instltute
for Rural Management on developlng management and fInancIal
traInIng courses

3) Fresh Vegetable MarketIng CooperatIve (Andhra
Pradesh)

The Fresh Vegetable MarketIng Cooperatlve Soclety was establIshed
four years ago and now dIstrIbutes standardlzed and branded fresh
frult and vegetables through a reta~l network of 47 outlets In
Hyderabad. ThlS cooperatlve has marketIng, packaglng, processlng,
and transportatIon facllltles Th~s vertIcal Integrated food
marketlng system could prOVIde some Important lessons to cons~der

when outlln~ng the process for establlshlng an Integrated marketIng
cooperatlve. The cooperatIve has 660 members and IS In the process
of negotIatIng a JOInt venture wlth the Andhra Pradesh Agro
IndustrIes corporatIon and the A Pradesh IndustrIal Development
CorporatIon.

4 Trade Assoclatl0ns

a Confederatlon of Ind~an Food Trade and
IndustrIes (CIFTI)

CIFTI IS the only assocIatIon that IS offICIally sanctIoned by the
Federatlon of IndIan Chambers of Commerce and Industry to promote
the development of the food processIng Industry CIFTI was founded
In 1985 to represent the concerns of food processlng lndustr~es to
the Government. It Includes over 70 members from the food trade,
hotel Industry, and processed food Industrles manUfacturIng ,
manufacturIng a WIde range of products Includlng, 011, frUIts and
vegetable products, dalry products, and other supportIng Industrles
such as packagIng, machInery, and seed development. CIFTI has
strong tIes to the MInIstry of Food ProcessIng IndustrIes (MFPI)
Furthermore, CIFTI and MFPI co-sponsor conferences. CIFTI IS
represented In the followlng government organlzatlons Central
CommIttee for Food standards, Bureau of Indlan standards, and
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Development Counc~l for Food Process~ng Industr1es Add1t1onally,
1t also ma1nta1ns 11nkages w1th 1nternat10nal organizat1ons such as
WHO, FAa, and US/FDA

5 F1nanc1al Inst1tut~ons

a ) NABARD (Nat~onal Bank for Agr1cultural and
Rural Development)

NABARD prov1des ref1nance fac111t1es to state Co-operat1ve Banks
and state Land Development Banks It has been refash10n1ng 1tS
pol1c1es for extend~ng ref1nance support to the banks for var10US
development schemes and proJects, 1nclud1ng l~beral1zat~on~n terms
of loan1ng for plantat~on/hort~culture,vegetable cultlvat10n

L1m1ted support 1S prov1ded for tractors/power t1llers by state
Agro-Industr1es Corporat1ons for prov1d1ng custom services to
farmers, part1cularly small and marg1nal farmers 1n areas of low
tractor dens1ty NABARD lS dlrectly 1nvolved 1n proJect appralsal
funct10ns for those proJ ects that are to be sent to commerc1al
banks for re-f1nanclng purposes

b ) ICICI (Industrlal Credlt and Investment Corporatl0n
of Ind1a)

ICICI d1rects 1tS f~nanclal resources to support the development
pr1or1t1es of Ind1a, pr1mar1ly 1n the 1ndustr1al area, and reg10nal
growth and development of backward areas In 1987-88 ~t sanct10ned
Rs 565 crore for proJects located In backward d1str1cts, form1ng
49% of the total ass1stance

ICICI has demonstrated a cons1stent w1ll1ngness to break new
ground, such as the PACT and PACER proJects and the promot~on of a
new company called Technology Development and Informat1on Company
of Ind1a (TDlCI)

It 1S operat1onally autonomous and has close contact w1th the
bus1ness commun1ty.

A strong argument can be made for recommend1ng ICICI as the nodal
agency for the ACE ProJect It moves 1n the d1rect1on that the Gal
wants, but w1th a pr1vate sector focus New portfol10S are be1ng
added 1n the agr1bus1ness area It 1S look1ng for more connect1ons
w1th USAID/U.S pr1vate bus1nesses, and can handle add1t1onal
proJects of USAID ICICI has f1nanc~al stab1l1ty, good management
and works w1th small, med1um and large un1ts It has exper1ence and
is familiar w1th USAID's 1nternal requ1rements, e g , report1ng
The start-up cost would be low and, from a management p01nt of V1ew
and proJect ~mplementat1on, 1t would prov1de for a qu1ck start-up
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The maln draw-backs are

-ICICI may have a large proJect/urban blas WhlCh lS normal In
lnvestment actlvltles Slnce It costs almost as much to develop
a small lndustry as a large one

-USAID mlght not want to place all of lts eggs In one basket
Although the ACE ProJect lS not an lnstltutlon-bulldlng
proJect, USAID may want to bUlld agrlbuslness capaclty In
agencles such as ICICI

c Industrial Development Bank of India (IDBI)

Agrl-related lndustrles accounted for about 17% of sanctlons under
Dlrect Flnance Schemes durlng 1988-89 These lncluded, lndustrles
llke food processlng, vanaspatl, and edlble olls Asslstance to the
small scale sector accounted for 28% of total sanctlons durlng
1989-90 Asslstance to the prlvate sector represented 75% of total
sanctlons.

IDBI had a few medlum-slze ventures lnvolvlng new and untrled
processes under the Venture Capltal Fund Scheme These lncluded a
venture for extractlng splce olls and oleoreslns from glnger,
cardamom and tumerlc

Durlng 1989-90, IDBI provlded reflnanclng asslstance to State
Flnanclng Corporatl0ns (SFCs), banks and State Industrlal
Development corporatlons (SIDCs) IDBI's Seed Capltal Scheme lS
channeled through SFCs and SIDCs WhlCh assess entrepreneurs and
proJects, dlsburse asslstance, do post-sanctl0n monltorlng of
proJects, recovery of loans, etc

IDBI also provides resource support to other lnstltutlons such as
the State Small Scale Development Centers for financing thelr
schemes, raw materlal supply and marketlng support As part of
proJect appralsal and lnput to formulatlon of pOllcy, IDBI
lnteracts wlth ASSOCHAM, FICCI and other assoclatl0ns

The Small Industrles Development Bank of Indla (SIDBI) lS a wholly
owned Subsldlary of IBDI WhlCh commenced operatlon on Aprll 2,
1990 It focuses on coordlnatlon of lnstltutlonal asslstance at the
apex level It has set up a new scheme to ass1st women
entrepreneurs A reflnance scheme for modernlzatlon of small and
medlum lndustrles lS also belng lmplemented Speclal studles have
been undertaken concernlng food processlng unlts

IDBI's promotlonal actlvltles focus on provlslon of consultancy
servlces, entrepreneurshlp development, economlC support of the
weaker sectors of soclety and self-employment The Technlcal
Consultancy Organlzatlons (TCOs) carry out market studles, turnkey
proJ ects and ldentlflcatlon and tralnlng of entrepreneurs from
dlfferent target groups
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IDBI has a Ilne of cred1t of US$100 m1ll1on from ADB for an on
lend1ng to small and med1um scale 1ndustr1es through selected SFCs
It also has a Ilne of cred1t of US$13 5 m1ll1on for on-lend1ng to
Canara Bank and to the Andhra Pradesh Industr1al Development
Corporat1on for ventures 1nvolv1ng new processes and technology

IDBI should be cons1dered as a poss1ble nodal agency The bank has
recently ga1ned some exper1ence work1ng w1th USAID 1n the energy
area IDBI has an 1mpress1ve outreach mechan1sm and numerous
schemes that prov1de 1nst1tut1onal and techn1cal support to small
and med1um Slze 1ndustr1es but not much exper1ence W1th agro
1ndustry from a commerc1al focus The spec1f1c advantages and
d1sadvantages are summar1zed 1n sect10n II D of th1s report

d ) IFCI (Industr1al F1nance Corporat1on of Ind1a)

IFCI lS the f1rst nat10nal level development bank establ1shed 1n
Ind1a 1n 1948 Its bas1c obJect1ve lS to make med1um and long-term
cred1ts more read1ly ava1lable to 1ndustr1al concerns Presently,
50% of 1ts share cap1tal lS held by IDBI The fac1l1t1es and
serV1ces now be1ng prov1ded by IFCI cover pr1nc1pally proJect
f1nanc1ng (80% corporate), f1nanc1al serv1ces, and promot1onal
serV1ces such as r1sk cap1tal, venture cap1tal, and of upgrad1ng
manager1al Sk1lls These promot1onal act1v1t1es are also prov1ded
by ICICI and IDBI Th1S 1nst1tut1on works closely w1th the State
level Industr1al F1nanc1al Corporat1ons

6 Tra1n1ng and Research Inst1tut1ons

The follow1ng tra1n1ng 1nst1tut1ons are rank ordered accord1ng to
techn1cal capab1l1t1es and 1mpact of the1r programs on the agro
1ndustry

a Ind1an Instltute of Management/Center for Management
1n Agr1culture (IIM/CMA)

The Center for Management 1n Agr1culture (CMA) was establ1shed by
the Ind1an Inst1tute of Management (IIM)/Ahmedabad 1n 1963 to
expand the use of management SC1ence to agr1culture 11M lS
regarded as on of the top academ1c 1nst1tut1ons 1n Indla, and has
rece1ved support from lnternatlonal agenc1es, 1ncludlng USAID, the
World Bank, FAO, the Ford Foundat1on and others 11M lS conduct1ng
the most extens1ve techn1cal research on the agro-process1ng
sector For example, 1t was commlss1oned by the Department of
Industr1al Development, M1n1stry of Industry to conduct a study
"Fru1ts and Vegetables Process1ng Industry 1n Ind1a" Th1S study
has been completed but not yet formally publ1shed ThlS M1n1stry
and other 1nst1tut1ons , lnclud1ng the World Bank and numerous
cooperatlves, have contracted w1th lIM to complete technlcal
stud1es of the sector 11M also hosted a natlonal workshop ln 1988
on "pollcy Support for Agro-Processlng and Exports"
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lIM has conducted extens1ve tra1n1ng programs for part1c1pants from
rural cooperat1ves, market1ng federat10ns, rural banks and NCDC
Many cons1der that lIM/Ahmedabad 1S the most techn1cally competent
and well-respected tra1n1ng 1nst1tut1on 1n the agr1bus1ness f1eld
1n Ind1a.

b Inst1tute for Rural Management (IRMA)

IRMA was establ1shed 1n 1979 w1th the support of the Government of
Ind1a, Government of GUJarat state, Nat10nal Da1ry Development
Board, and the Ind1an Da1ry Corporat1on It was or1g1nally
establ1shed to prov1de management tra1n1ng and research support to
da1ry cooperat1ves be1ng establ1shed on the AMUL mode throughout
the country 1n the early 1980's Slnce then IRMA act1v1t1es now
1nclude tra1n1ng programs for several non-governmental
organ1zat1ons and government programs Most of IRMA programs run
for two years and include such courses as personnel management,
marketing, legal env1ronment, cost1ng and computers Graduates of
the tra1n1ng program are generally placed w1th agrlcultural
cooperatlves or rural development agenc1es that have been
des1gnated as under-managed Add1t10nally, IRMA has a good
reputat10n at the state level and unl1ke lIM, 1S perce1ved as
address1ng the 1nterest of smaller farmers

c. Nat10nal Counc11 for Cooperatlve Tra1nlng (NCCT)

NCCT was established In 1976 to formulate overall pollcles and
plans relatlng to cooperatlve tra1n1ng It has establlshed llnkages
w1th the Government of Ind1a, state governments, NABARD, and
agr1cultural un1vers1t1es to promote cooperat1ve tra1n1ng NCCT
also promotes educat10n 1n cooperat10n 1n schools and colleges and
suggest syllab1 and standards of exam1nat10n for cooperat1ve
educat10nal 1nst1tut1ons There are 19 cooperat1ve tra1n1ng
colleges, located ma1nly 1n the state cap1tals or pr1nc1pal c1t1es
These tralnlng colleges are des1gned to tra1n m1ddle-level
personnel of cooperat1ve 1nst1tut10ns, cooperat1ves, and other
related departments and var10US promotlonal bod1es Tra1n1ng
programs cover such areas as cred1t and bank1ng, market1ng and
process1ng, cooperat1ve law, and tra1n1ng on spec1f1c 1ndustr1es
and cooperat1ves Last year, a total of 9,339 part1c1pants
rece1ved tra1n1ng

NCCT also prov1des academ1C support and gU1dance to 95 cooperat1ve
centers for Junlor personnel These cooperat1ve centers are also
adm1n1stered by the state government and cooperat1ve unlons
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6. Private Agr1business and Consu1t1ng F1rms

a AFC (Agricultural Finance Consultants Ltd )

The FInance Corporat1on Ltd was orIg1na11y reg1stered 1n 1968 as
a f1nancIng agency, but was later converted to a consu1t1ng agency
for banks. It's mernbersh1p cons1sts of 37 commerc1al banks
1ncludIng the state Bank of Ind1a, 16 Nat10na11zed Banks and 7
foreIgn banks

AFC's act1vitles cover the entlre sector of agricultural and rural
development, including agro-industries, marketing and storage, and
rura1/v111age 1ndustr1es and hand1crafts One of 1t's f1e1ds of
spec1a11zatIon 1S agro-1ndustr1es, process1ng & marketIng

AFC undertakes proJect 1dent1f1cat1on actIv1t1es, studIes, proJect
preparat10n, appra1sa1, mon1tor1ng and eva1uat1on, and tra1n1ng
programs for upgradIng bank and government personnel It has been
engaged In 1nternatlona1 consultancy for over 10 years, prov1d1ng
consultancy serVlces in over 55 1nternationa1 ass1gnments

Dur1ng 1989-90, the Company earned a modest operatIng prof1t before
prov1sIon for Income tax The earnIngs from the proJects ass1gned
by prIvate partIes amounted to less than 0.18% whIle fees earned
from the Central and state Governments amounted to over 88% of the
total fees earned durIng the same per10d

b Other Consultant Agenc1es/lnst1tutlons

There are many agro-consu1tants throughout Ind1a some of WhICh are
prIvate fIrms, research 1nst1tut1ons, traIn1ng and academIC
Inst1tutIons and government- related act1vItIes such as AFC For
example, several Inst1tut1on V1sIted c1ted 11M, CFTRI, rIP, NPC
(NatIonal Product1VIty Counc11), Datal (computerIzatIon),
agrIcultural unIverSItIes, NDDB, and foreIgn consultants fInanced
by donor agenCIes, Internat1ona1 organ1zat1ons, and prIvate sector
fIrms as sources of ass1stance. What 1S 1mportant to recognIze, 1S
that these organ1zations, f1rms and Inst1tutes are condUIts or
change agents and need to be cons1dered as support entities in the
ACE proJect and/or close assoclates 1n promot1ng the ACE proJect
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Name

U. S • GOVERNMENT:

Posltlon Company Locatlon

Blumberg, Andrea

Becker, John A

Beckman, Robert W

Berry, Ram K

Deputy Dlrector USAID
Agrlcultural Res
& Educatlon

Offlce Dlrector USAID
Agrlculturl Res
& Educatlon

Offlce Dlrector USAID
Tech Dev &
Enterprlse

Offlce of USAID
Technology
Development
& Enterprlse

N DeIhl

N DeIhl

N DeIhl

N DeIhl

BallS, S John

Chhabra RaJesh

ChoJar, K Anll

Sr Agrlbuslness
Offlcer

Chlef Flnanclal
Analyst,Offlce
of Controller's

Agrlcultural
Speclallst

Bureau for Washlngton
ASIA

USAID N DeIhl

Amerlcan N DeIhl
Embassy

Conable, Dan Agrlcultural
Counselor

Freundllch, STeven Deputy Offlce
Dlrector,PDPS

Amerlcan
Embassy

USAID

N DeIhl

N DeIhl

Graham, Wm C Controller USAID N DeIhl

Grayzel,John A

Grant, John P

Gupta, M C

Offlce Dlrector USAID
Natural Resource
& Management

Dlvlslon Chlef, USAID
Program Plannlng
& Evaluatlon Dlvn

Econ Speclallst USAID

N DeIhl

N DeIhl

N DeIhl



Lutter, Dorothy Commerclal
Counsel

Mahoney, Tlmothy M Offlce Dlrector
PDPS

Amerlcan
Embassy

USAID

Bombay

N DeIhl
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Mamnanl, Nlna Trade Speclallst Unlted States Bombay
& Forelgn
Comml SerVlce

Pfelffer, Dale B Dlrector (Actlng) USAID N DeIhl

Perlanayagam, J

Purl, A S

Seshradl, N V

Slngh, SurJan

Slsson, Andrew B

Snyder, Mlchael H

Srlvastava, B P

Turner, Karen D

ProJ Dev Spec

Program Asst
Tech Dev &
Enterprlse

Prog Spec

Program Specla
11St Ag Res
& Educatlon

Chlef, ProJects
Dlvlslon

Reglonal
contractlng
Offlcer

Prog Spec (Agr

Reglonal Legal
Advlsor

USAID

USAID

USAID

USAID

USAID

USAID

USAID

USAID

N.Delhl

N DeIhl

N DeIhl

N Delhi

N DeIhl

N DeIhl

N DeIhl

N DeIhl



89

Name Posltlon Company Locatlon

GOVERNMENT OF INDIA.:

Asopa, N. Professor Indlan Ahmedabad
V1Jendra Instltute

of Management

Ampllll, M George Docks Manager

AneJa, R P Consultant

Bombay Port
Trust

Instltute
of Rural
Management

Bombay

Anand

Bhonsle, R.V S R

BalraJ, A

Bangchee, Aruna

Docks Manager

Chalrman

Jt Secry

Madras Port Madras
Trust

Madras Port Madras
Trust &
Madras Dock
Labour Board

Dept of Agr Bombay

Burde, S D

Bandopadhyay, R

Manager

JOlnt Deve
lopment Comml
sSloner(SSI)

Natlonal
Dalry
Development
Board

Mlnlstry of
Industry

Anand

N DeIhl

Chandrasekhara, M
the

R
Mysore
Technolory

Head of Proteln

Central Food
Technologlcal
Research Inst

(Rtd) for

Chawathe, D M Deputy General
Manager

The state Bombay
Industrlal
& Investment
Corpn of
Maharashtra Ltd

Chhaya, Jayant

Desal, J N

Manager
(Operatlons)

Dlvlslonal
Manager (MI)

Natlonal
Dalry Devpt
Board

GUJrat Agro
Industrles

Anand

Ahmedabad



Dogra, R N General Manager

Corpn Ltd

GUJarat Agro Ahmedabad
Industrles
Corp Ltd
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Garate, I A Dpty Mgr MDDB Anand

Gadkarl, V B General Manager The state Bombay
Industrlal
& Investment
Corpn of
Maharashtra
Llmlted

Gupta, B L Addl General GUJarat Agro Ahmedabad
Manager(Pro]ects) Industrles

Corpn Ltd

Gupta, Ramesh

Gautam, I P

Ghosh, N GOpl

Prof of Fln

Jt Managlng
Dlrector

Manager (Opera
tlons Research)

Indlan Inst
of Mgt

GUJarat
Industrlal
Investment
Corpn Ltd

Frults &
Vegetable
ProJect

Ahmedabad

Ahmedabad

Delhl

Jasol, Kr Fateh
Slngh

Kalro, Amar H

Krlshnaswamy, N

Karandlkar, P D

Kulkarnl, Satlsh

Chalrman

Prof Prod &
Quant Methods

Admlnlstratlve
Offlcer

JOlnt Managlng
Dlrector

Agrlcultural N DeIhl
& Processed
Food Products
Export Devept
Authorlty

11M Ahmedabad

Madras Port Madras
Trust

The state Bombay
Industrlal
& Investment
Corporatlon
of Maharashtra
Llmlted

NDRI Bangalore

Kumar, Anll Manager (Systems) RaJasthan
Coop DaIry



Lakdawala, D T

Modl., C M

Mehrl.shl., V M

MahaJan, A D

Patel, J N

Hon Dl.rector

I A S

Add General
Manager (MKT)

Sr Development
Offl.cer

Dl.vl.sl.onal
Manager (Fl.nance)
Agrocheml.cals
Dl.vl.sl.on

Federatl.on

Centre for Bombay
Monl.torl.ng
Indl.an Economy

Development N DeIhl.
Comml.ssl.oner
(SSI) & Addl
Secretary,
Ml.nl.stry of
Industry

GUJarat Agro Ahmedabad
Industrl.es
Corpn Ltd

The state Bombay
Industrl.al
& Investment
Corpn of
Maharashtra
Ltd

GUJarat Agro Ahmedabad
Industrl.es
Corporatl.on
Ltd
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Patel, Dl.Il.p

Shrl.vastava, R

Senl.or Manager The State Bombay
Industrl.al
& Investment
Corpn of
Maharashtra Ltd

Executl.ve (P&PR) Natl.onal Anand
Dal.ry
Development
Board

Subramanl.an, M R

Sondhl., S P

Dl.rector

Dl.rector(Food)

Indl.an Bombay
Instl.tute
of Packagl.ng

Offl.ce of N DeIhl.
the Develop-
ment Comml.
sSl.oner(SSI)

Salahuddl.n, Mh

Sl.ngh, Azad

Contal.ner
Terml.nal Manager

Manager
(Procurement)

Madras Port
Trust

Frult &
Vegetable

Madras

DeIhl.
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ProJect

Tlkku, Deepak

Unakar, D J

General Manager Frults &
Vegetable
ProJect

Centre for
Monltorlng
Indlan
Economy

DeIhl

Bombay

Varma, K S Managlng
Dlrector

GUJarat Agro Ahmedabad
Industrles
Corpn Ltd
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Awasthl, G D

Agnl, A D

Aranha, S. E

Chang, Joyce

Ganapathl, S

GunaJl, B P

Ganesan, K N

Secretary

Dy General

Managlng
Dlrector

Consultant

Consultnat
ASSOCHAM

Secretary
General

Vlce Presldent
SerVlces

The ASSOCla- N DeIhl
ted Chambers
of Commerce
& Industry
of Indla

Agricultural Bombay
Flnance Con
sultants Ltd

Agrlcultural Bombay
Flnance
Consultants

Salomon Bros USA

Ganesh N Delhi
Assoclates

The ASSOCla- N DeIhl
ted Chambers
of Commerce
& Industry
of Indla

Gordon Madras
Woodroffe
Ltd

Hendrlcks, Mlchael Presldent M H Assoc N DeIhl

John, K K

Keswanl, Tekan

Vlce Presldent
Marketlng &
Sales

Deputy Secretary,
Taxatlon &
Company Affalrs

Klssan
Products
Llmlted

The ASSOCla
ted Chambers
of Commerce
& Industry
of Indla

Bangalore

N DeIhl

Kundu, P S Deputy General
Manager

Agrlcultural Bombay
Flnance
Consultants

Krlshna, Srl M General Manager Samarpan
Fabrlcators
Ltd

Madras



Klnl, M G Managlng
Dlrector

Suncrush Bangalore
Frults P Ltd
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Lester, Mlchael

Murthy, K. P N

Manohar, K

lAS (Retd)

Factory Manager

AUSTECH

Sakthlge
Beverages
Ltd

N DeIhl

Bangalore

Madras

Mohan, V K

Nayak, P C.

Parlkh, M S

Prahlad, S N

Raghuramalah, B

Ra]araman

Ramachandran, V

Ra]agopal, D. S

Raghunandan, A

RaJasekharan, N

Ranganath, D R

Asst Executlve
- Sales

ProJec Manager

General Factory
Manager

Head of Food
Processlng
Focus Group

Dlrector

General Manager

Asst Executlve
Spares&Servlces

Consultant

Asst General
Manager

General Manager
- ProJects

Manager (Opera
tlons & R&D)

Alfa-Laval Madras
(Indla) Ltd

Ctr Tech Bangalore
Development)

Klssan Bangalore
Products
Llmlted

SNP Bangalore
Assoclates

Food Madras
lngredlent
Speclalltles
Pvt Ltd

Haner Madras
Tradlng Co

Alfa-Laval Madras
(Indla) Ltd

Sakthl Madras
Beverages
Ltd

Agrlcultural Bombay
Flnance
Consultants
Ltd

Klssan Bangalore
Products
Llmlted

Mysore Snack Bangalore
Foods Ltd



Slnha, Rekha

SondhJ., R K

Deputy Secretary Federatlon
of Indlan
Chambers of
Commerce &
Industry

Shapers
CorporatJ.on
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N DeIhl

N DelhJ.

Sane, M H General Manager
- Comml (Foods)

Wlmco Ltd Bombay

Shamsher, Sh SJ.ngh PresJ.dent

Suryanarayan Manager 
Research &
Development

Producers
AssocJ.atlon

Blocon Indla
Pvt Ltd

PanJ.pat

Hebbagodl
Bangalore
DJ.st

Taparla, Pramod ChaJ.rman WJ.nner
Teknology
Pvt Ltd

Bombay

BANKS & FINANCIAL INSTITUTIONS:

Godbole, Jayant

Gautam, I P

Gupta, G P

Deputy General
Manager

Jt Managlng
Dlrector

General Manager

Industrlal Bombay
Development
Bank of Indla

GUJarat Ahmedabad
Industrlal
Investment
CorporatJ.on
Ltd

Industrlal N DelhJ.
Development
Bank of Indla

Ramrakhlanl, P G ChaJ.rman & GUJarat Ahmedabad
Managlng Dlrector IndustrJ.al

Investment
CorporatJ.on Ltd

Rao, Rama P V A General Manager NatJ.onal Bombay
Bank for
Agrlcultural
& Rural
Development

Sharma, M R Dy Gen Manager Natlonal Bombay
(Tech ) Bank for

AgrJ.cultural
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& Rural
Development

Shah, B R General Manager GUJarat Ahmedabad
(EngIneerIng & IndustrIal
MonItorIng) Investment

corporatIon Ltd

Vora, P P ExecutIve GUJarat Ahmedabad
DIrector IndustrIal
(FInance) Investment

CorporatIon
LImIted

Vaghul, N ChaIrman & The Indus- Bombay
ManagIng trIal CredIt
DIrector & Investment

CorporatIon
of IndIa Ltd

DONORS:

Antholt, H Chas SenIor The World WashIngton
AgrIculturalIst Bank

Chaffey, Desmond AgrIculture BrItIsh N DelhI
CounCIllor HIgh

CommISSIon

Cantzler, MIchael Second Secretary Embassy of N DelhI
the Federal
RepUblIC of
Germany

Chobanlan, Edward SenIor Agrl- The World WashIngton
FIsherIes Bank USA
MarketIng
EconomIst ASTAG

Dehn AgrIculture Embassy of N DelhI
Councellor the Federal

RepublIC of
Germany

Hoffman, Peter Counsellor CanadIan N DelhI
HIgh
CommISSIon

Rayner, Margot FIrst Secretary AustralIan N DelhI
HIgh
CommISSIon



Slngh, Hardeep The World N DeIhl
Bank

Salgo Flrst Secretary Japanese N DeIhl
Embassy

Venkataraman, Agrlcultural The World N DeIhl
R Ravl Economlst Bank
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