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- Foreword

HYE STy, WLAH ASHOK DALWAIL, 145
W T sl Chiel Executive Offiger
] e Gowvernment ol India,

M TO [Ehan= Thedie] #= Minisiry of Agriculiure and Farmers Wellare
5l aennitar og fiwsra esams fBen Department of Agrcutium, Cooparation 4 Famers Welfare
wefy mwi RifEE e mftesen s Nationzl Rainled Ares Authority (MRAK}

The Agri-Business Promotion Facility (ABPF) under the World
Bank assisted Maharashtra Agricultural Competitiveness
Project (MACP) has pioneered one of the largest such
development interventions in the country and perhaps the
globe. This is by virtue of promoting over a thousand micro and
small enterprise start-ups and about 400 Farmer Producer
Companies (with common processing facilities). This Manual
draws extensively from learnings under this project and

interventions, and secks to disseminate various methodologies

and tools deployed particulatly for start-up promotion. The
authors and MACP have already published a manual for Board
of Directors for FPCs, which was released by the Hon. Minister
for Agriculture and Farmers' Welfare, Shri Radha Mohan Singh

in the presence of state agriculture ministers recently.

Itwill be quite apt to consider a National perspective on the agti-
business and food processing sector, as a foreword to this
manual for start-ups in Agri-business. India with the second
largest arable land in the world and diverse agro-climatic zones
has significant production advantages in agriculture. The
country has an advantage, in that more than 52 per cent of
India's land is cultivable, compated to the global average of 11
per cent. India produces 88.97 million tonnes of fruits and
162.89 million tonnes of vegetables. Also, it produces 6.23
million tonnes of meat and poultry, as well as 9.57 million
tonnes of fish per annum.' India has a wide range of climate and
soils enabling an array of horticultural crops such as fruits,
vegetables and other tropical tuber crops; ornamental,
medicinal and aromatic plants; plantation crops; spices, cashew

and cocoa are grown.
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India is also blessed with diverse agro-climatic conditions, around 46 soil
types, long sunshine hours and an extensive cropped area of 142 million
ha. This has helped the Nation emerge as the largest producer of milk in
the world, second largest producer of fruits and vegetables, third largest
producer of foodgrains and third largest producer of fish. Further, it is
home to the largest number of livestock in the world. On the demand side,
India offers a huge consumer base to the Agro & Food Industry with its
population of 1.28 billion and increasing income levels. The agri-business,
as also the Agro and Food processing industries in the country are
increasingly seen as a potential source for driving the rural economy as
they facilitate synergy between industry and agriculture and promote

investments in the agricultural sector.

Notably, food constitutes the largest chunk of Indian consumer spend, at
about 46.5 per cent share in the consumers' rupee! Reports estimate that
the size of the food market has grown at a CAGR of 7.86 per cent during
the last decade. Besides food, if one considers the consumers' spend on
other agricultural products from agro-industries, like fibre, leather,
chemicals, medicinal, floriculture, agro-forestry, etc., then the share of the

agricultural sector in the consumers' rupee will be much higher.

In food, India is witnessing dramatic changes in consumption patterns, in
the recent years. In just the last decade, it is seen that the share of cereals in
consumer food expenditure has dropped from 33.8 per cent to 27.5 per
cent, while on the other hand, the share of processed food and beverages
has increased from 8.5 per cent to 12.8 per cent. The highest increase in
value is in that of fresh Fruits and Vegetables (F&V) and that of animal
protein (egg, fish and meat), where there has been an increase from 12.6 to
15.8 per cent and from 5.4 per cent to 6.6 per cent respectively. These
trends signify that there is a consistent increase in the proportion of
spending on high value categories such as fresh foods such as F&V and

livestock products, fish, and processed food, including beverages.

In the light of the aforementioned consumption shifts, as well as resource
and demand conditions, vis-a-vis the agri-business sector, a range of
micro and small enterprises find increased scope in the gamut of agro sub-
sectors, ranging from livestock farming to hatchery, poultry, pulses and
cereals processing, carbonated beverages, spices, meat and fish processing,
edible and non-edible oil milling, vegetable dehydration, fruit processing,
fresh food supply chains, warchousing to cold-chain and other agri-
logistics.

At the national level, other developments such as the move towards a
unified national agricultural market, the promotion of village level
aggregation and marketing hubs, the push for small and medium scale
secondary agriculture, the recent reforms in shape of the Model

Agricultural Produce & Livestock Marketing (Promotion & Facilitation)
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Act (APLM, 2017) along with a revamped agricultural market architecture,
add to the potential and the opportunity for agri-business start-ups.

In this setting, integrated guidance and support need to be strengthened so
as to achieve a higher 'success-rate' among start-ups that venture into agti
businesses. Guidelines such as these, which help with the appropriate
identification and selection of potential entreprenecurs, facilitate enterprise
training and skill development, facilitate necessary credit and provide for

mentoring or incubation services are most welcomed.

Now taking the case of Maharashtra, its importance as an agro and food
processing destination in the country is well recognised. It has a large
production and processing base. Maharashtra registers the highest level of
production of fruits in India. It also accounts for much of the seed
industry in the country. Export of fresh horticulture produce and
procured food is in the range of 40-50 per cent of the country's total. The
State of Maharashtra has undertaken many initiatives to develop agri-
business enterprises and has met good success. The development of this

document, will move these initiatives further.

India's agricultural sector has a bright future, once all the farmers in the
country are income secured. For this to happen, the optimal communion
between farmers and businesses is necessary, to a level where even this
subtle difference is diluted. It is hoped that these Guidelines will bring
about such collaboration, to benefit many more tens of thousands of
farmers and generate scores of thousands of jobs through agri-business

start—ups.

It gives me great pleasure to commend this manual to the Nation and hope
that many other states will learn from the interventions taken in
Maharashtra and adopt them for an even greater impact in their own
regions. I congratulate the Grant Thornton team for bringing out this

highly aptand useful document.

#H-ﬁf.m'wlh.
New Delhi Dt. Ashok Dalwai (IAS)
August ,2018 CEO, NRAA and Chairman,

“Committee on Doubling
Farmers' Income”
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- Preface

An entrepreneur is one who organises, operates and assumes the risk of a
business ventute. S/he perceives a need in the market — place, and then
mobilises manpower, material and capital in such a manner that addresses the
need. Further, such an individual is not necessarily “born", S/he may be
moulded to assume the mantle of entrepreneurship.” With this belief, agencies
and practitioners of Micro, Small and Medium Enterprises (MSME)"
development in India have been pursuing interventions towards fostering
entrepreneurship. This circumstance is coupled with a growing realisation of
the importance of SMEs worldwide. They account for 95-99 per cent of firms
in most Developed as well as rapidly developing economies.” Evidently, in
India and Maharashtra the share of MSMEs in manufacturing is about 45 per
cent and in exports about 40 per cent. Notwithstanding interventions, while
the business environment and “entrepreneurial culture” in some locations
generate a supply of the entrepreneurial breed, dedicated initiatives and
programmes have yielded mixed results.” Despite interventions through a
plethora of policy — making and field level implementing institutions, the
impact of programmes in terms of SME start-ups is often lack-lustre with a
considerableloss by way of scarce resources. This manual secks to redress such
circumstance.” It is not only those of family business background who may
successfully initiate an enterprise. Learnings derived over interventions under
the World Bank supported Maharashtra Agricultural Competitiveness Project
(MACP) by the Agri-Business Promotion Facility (ABPF) serve as the

empirical basis of this manual.

Agri-Business Promotion Facility services under the MACP are provided by
the Grant Thornton India LLP. The interventions under the MACP have also
led to the evolution of over a 1000 start-ups in agri-business. The
methodology adopted in promoting such a large number of start-ups in a
short time frame is also presented in this volume. This manual also supports
the call for an integrated approach towards entrepreneurship development and
is to also serve as an operational manual for promoting start-ups in the agri-

business sector.

In Part-One chapter 1 of the manual considers the entrepreneurship start-up
eco-system and approach in terms of definitions, approaches, schemes and
institutions as well as approach under the MACP. An operational methodology
along with learnings under the MACP is also considered.
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The theories on entrepreneurship also comprise, psychological theories
such as those developed by McLelland which concentrate on personality
traits and strong Need for Achievement. For a self- employed worker, the
main expectation and objective may be to provide a reasonable standard of
living for her/himself. Therefore, constant growth need hardly be
necessary thrust. Notably, some socio- culture factors are internal such as
personality factors. Others such as family background, traditions and
perceptions towards entrepreneurship, and business environment in the
context of stable and attractive environment are external. Some individuals
embark on an entreprencurial adventure by virtue of a “positive — pull”
vis-a-vis the charms of being an entrepreneur as against the absence of
alternate avenues to earn a (desired standard of) living. Some entrepreneurs
are therefore born, while others evolve on the basis of the environment or
personality characteristics. All typologies of individuals participate in
government sponsored entrepreneurship development programmes in

Indiaincludingin Maharashtra.

Chapter 2 considers the incubation centre approach and some incubation
centres abroad and in India for start-up promotion. Incubators may
themselves conduct ED related training programmes. Scope for
synergizing incubator activities with existing EDP conducting institutions
also exists. This is likely to result in greater numbers of sustainable start-
ups. Anincubation centre may provide equipment and common facilities in
addition to shop-floor space to help assist entrepreneurs It may also help
small entrepreneurs develop and test their products in terms of quality
assurance, market acceptance and the like on a commercial scale. In many
cases, an incubation centre works in close association with concerned
academic, vocational and R&D institutions. In India, the National Science
and Technology Entrepreneurship Development Board (NSTEDB) has
promoted several Technology Business Incubators (TBls). TBIs foster
innovative start-up firms, thus the process of incubation is strongly
intertwined with the innovation process that occurs in the supported

enterprises.

Chapter 3 considers various Entrepreneurship Development (ED)
institutions in India and their Entrepreneurship Development
Programmes (EDPs). It considers the typical profile of ED institutions and
profiles institutions in Maharashtra.

Subsequently, chapter 4 presents the conventional EDP (Training input-
structure). It is ideal that EDPs are sector-specific (that is, for example,
food processing EDPs) than general as to ensure focus in inputs, support,
and therefore results in terms of sustainable start-ups. The duration of this
training phase is typically of about one-month. Class-room training inputs

offered in an EDP may be envisaged in terms of motivational,
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informational, opportunity guidance, legal and statutory system, soft skill
competency, as well as business plan and managerial inputs. Participants are
then technically trained by being placed as “interns” in an existing institute or
enterprise. If firms related to required technical areas are not available or
accessible, they may be trained in appropriate technical training facilities.
Thereafter, counselling is provided to trainees as they work in the field and
prepare a detailed business plan, usually seeking assistance from financial
institutions. Typical financing instruments offered for start-ups by Fls may
vary on the basis of moratorium, collateral requitements and promoter's

contribution, etc.

Chapter 5 considers the selection of potential start-ups. The selection
methodology may indicatively assess entrepreneurial competencies, and also
candidates from the point of view of business acumen and home-work and
resolve to pursue an entrepreneurial career. The latter may be in terms of a
preliminary or hypothetical business idea. In order to assess basic
competencies in a person, the candidate may provide one illustration each
from his/her past experience on displaying any few of entrepreneurial
competencies. The experience may be related to jobs, past or current attempt
at enterprise, over educational carcer etc. Individual interviews maybe
conducted for each candidate by an interviewer or panel of experts
representing related institutions. The interviews need to evaluate both the
entrepreneur as well as his /her preliminary business idea (even hypothetical,
if any). Other than soft skills, initiatives and resolve to pursue an
entrepreneurial career in terms of, in-principal support from FIs may be
given due weightage when selecting potential start-ups to be supported. A

Letter of Intent from Fls to support the project will be of some comfort.

Chapter 6 considers Business Development Service (BDS) and mentoring
needs for start-ups. The services of several public as well as private BDS
providers may be availed of by SMEs. Some of these institutions include the
National Small Industries Corporation, the Office of the Controller General
of Patents Design and Trademarks, large industry associations such as
Federation of Indian Chambers of Commerce and Industry (FICCI),
Central Food Technological Research Institute (CEFTRI), Mysore and the
Confederation of Indian Industry. Entreprencurship Development
Institutions such as NMSME and the Entrepreneurship Development
Institute of India, technical consultancy organizations such as the

Maharashtra Industrial and Technical Consultancy Organization.

Chapter 7 presents the profile of key institutions related to MSME
development and start-up facilitation. Several development agencies and
Ministries of the Central Government of India play a critical role in
promotion of start-ups and agri-business. These include the Ministry of
Commerce and Industry, the Ministry of MSME, the Ministry of Food
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Processing Industries, Ministry of Science and Technology, Ministry of
Entrepreneurship and Skill Development, etc. There are also state
government institutions like the Directorate of Industries and
Commerce/Small Industries Department which support employment
generation by means of implementing schemes for: training and financing
of educated unemployed youth in the context of self-employment and

entrepreneurship;italso offers a range of schemes for food processing units.

Thereafter, Chapter 8 considers elements of the business environment and
Ease of Doing Business in India. The government had introduced 37
reforms in areas such as insolvency resolution, protecting the interest of
minority shareholders and simplifying the process of taxes to ensure the
faster resolution of commercial disputes. The big jump in India's ease of
doing business ranking has a lot to do with the reforms undertaken by the
Maharashtra government. Since ease of doing business in India is assessed
based on data collected from Mumbai and Delhi, the performance of the
two cities is key to improving the rank.

Chapter 9 considers various institutions related to food processing. The
Ministry of Food Processing Industries (MoFPI) is a ministry of the
Government of India responsible for formulation and administration of the

rules and regulations and laws relating to food processing in India.

Chapter 10 considers the integrated approach adopted under ABPF-MACP
— Operational guidelines and methodology. The different approaches
towards promoting entrepreneurship development are initially considered
with their limitations. The approaches considered include the group
entrepreneurship approach, the incubation centre approach, the EDP
approach and the mentoring approach. There are a range of approaches and
strategies followed worldwide for entrepreneurship development. These
include: (i) The group entreprencurship and self-help group- SHG (and
today even FPO led approach sometimes supported through micro credit
and finance institutions or developmental or donor organizations). The
success of the Bangladeshi “Grameen Bank” model of micro enterprise
development through SHG's led to this approach being propagated and
formatted in many countries. In India, the emerging success stories of the
FPO led micro-enterprise development model in locations such as
Maharashtra under the Maharashtra Agricultural Competitiveness Program
(MACP) has led to this approach being propagated and promoted in many
regions by the state governments in India and the World Bank. However,
typically SHGs involved in income generating activities are limited and those
into processing (as against trading) activity are even more limited. (ii) The
incubation centre and pilot plant approach which has also been adopted by
many agencies including the Ministry of Science and Technology in India.

But, the scale of start-ups by virtue of these centres are limited. Also, they
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are typically either skewed towards more hi-tech projects or suffer from
limited mentoring, business plan or credit linkage capabilities. (iii) The
Entrepreneurship Development Program (EDP) approach through which
tens of thousands of trainees are trained every year in India alone. Such EDPs
invariably involve offer of training inputs in entrepreneurship competencies,
business opportunity identification, conduct of market survey, technical
training in some cases, basic book keeping, business plan preparation,
assistance (in some cases in securing loans).” These EDPs are of between 2
weeks to 2-3 months in duration. However, many such EDPs (there certainly
are exceptions) are seen to largely focus merely on success rate in “training”
than in terms of number of candidates who actually start up enterprise
operation. The latter at best varies from between 10-30 per cent at best. Also,
survival beyond the teething stage is often hardly even monitored. (iv)The
approach involving provision of mentoring services is undertaken by
organisations such as the Youth Business International (YBI) head quartered
in the UK and Bharatiya Yuva Shakti Trust (BYST) which is India based. Some
of them such as the BYST works closely with chambers /associates of existing
enterprises (such as the Confederation of Indian Industry) whose members
provide voluntary services in terms of mentoring support of 2 to 3 years for
new entrepreneurs. However, apparently related initiatives have limitations in
terms of limited number of start-ups and scale of operation and
interventions. It is in this circumstance that the search for ideal case
illustrations of a few successful start-ups catalysed through this facility is
captured in the following sections. In the light of limitations in these
approaches, an integrated approach comprising apt identification and
selection of potential entrepreneurs, facilitation of EDP training if not
already trained, facilitate necessary credit and provision of mentoring services.
The activity following identifying candidates is organising a start-up meet,
where selection is made. This is followed by provision of guidance to facilitate

start-up followed by incubation and mentoring services.

Part-II of the manual presents the scope of agri-business opportunities in the
sector and business plan and management inputs that may be provided to

potential start-ups and imbibed by facilitators.

In Part 2 chapter 1 in this part considers the scope of the food processing
sector in Maharashtra: production and processing base. Maharashtra has the
highest production of fruits in India. It is ranked first in grapes, pomegranate
and banana and onion production and ranked second in papaya and sapota
production. Maharashtra also ranks 9th in vegetable production with 5.6 per
cent of India's total vegetable production. With regard to fruit crops,
Maharashtra is virtually the fruit bowl of the country. In fact, production of
Alphonso mango in the state accounts for 75 per cent of India's export of

mangoes. The state is a leader in the sugar milling industry with more than 150
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co-operative sugar mills. The state also accounts for 40 per cent of total
turnover of seed industry of the country. Export of fresh fruits and
vegetables from Maharashtra accounts for 40 per cent of total export of
F&V of the country. Exportof processed food from Maharashtra accounts
for 50 per cent of total exports from the country. The state houses more
than 6500 MSMEs and more than 300 large scale food processing
industries. Some of the critical challenges faced by the sector in the state are:
inadequate farm proximate post — harvest infrastructure for handling and
storage of food items/ perishables; relatively low level of processing. This

validates the need for focusing on promoting start —ups in related activities.

Chapter 2 considers various entrepreneurial traits. Skills may be considered
as both hard as well as soft skills. Hard skills have a reference to managerial
and technical skills. Soft skills have more to do with the personality and

behavioural traits and characteristics of an entrepreneur.

Chapter 3 considers opportunity identification to specific location and
profiling of business idea. There are various phases in opportunity
identification such as, preparing a personal, that is, entrepreneur profile,
developing a list of basic criteria, study a location and generate an inventory
of ideas/opportunities, and conduct a quick scrutiny of ideas prior to
selection. The parameter on the basis of which an entreprencur may be
profiled may include education, work of professional experience,
professional and educational qualifications, the fundamental objectives (in
terms of perhaps, a means to living to be “one's own boss”, or nAch) for

establishing a firm.

Chapter 4 considers various legal constitutions of start-ups. Some basic
legal forms of business may be visualized in terms of sole proprietorships,
partnerships as well as limited companies and FPOs/Cs. A Limited Liability
Partnership (LLP) is a partnership in which some or all partners (depending
on the jurisdiction) have limited liabilities.

Chapter 5 considers economics and financials of a business plan. Analysis
of financial feasibility of a business plan considers the cost of establishinga
project, means of finance, and income and expenditure as well as
profitability projections on an annual basis. Income, expenditure and profit
projections are typically made till the period of repayment to financial
institutions. Capacity utilization and income estimates need be projected
over time, usually, at least till the period corresponding to the repayment of
term loans from institutions. Expenditure estimates may consider elements
related to raw material, consumables, power, fuel and utilities, wages and
salary, repairs and maintenance expense on fixed and other assets, rent,
taxes and insurance, administrative expenses, selling expenses (such as
commission to dealers), as well as interest on term loans. Basic data

requirements may be viewed in terms of product/s or services, (line-wise)
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installed capacity per annum on the basis of working in single/double (that is
eight or sixteen hour) shifts for (usually) 300 days a year. Further, operating

capacity estimates are required for about 3 years at the least.

Chapter 6 covers regulatory compliance requirements such as FSSAIL USFDA,
HACCP and Udhyog Aadhar.

Chapter 7 considers various schemes of the Central and State Government of
India. The important schemes of the MoI'Plinclude the Mega Food Park, Cold
Chain and Kisan Sampada schemes. The other important schemes of the Gol
include Prime Ministet's Employment Generation Programme, Credit
Guarantee Fund Scheme for Micro and Small Enterprises, Mudra Loan
Scheme, Agri-Clinics and Agri-Business Centres Scheme, Scheme of Fund for
Regeneration of Traditional Industries, Micro and Small Enterprises,
Development of Commercial Horticulture through Production and Post-
Harvest Management of Horticulture Crops, Capital Investment subsidy
scheme for construction/expansion/ modernization of cold storage and
storages for Horticulture Products and Venture Capital Assistance Scheme for
Agribusiness Development.

Part-111 of the manual presents case studies on successful start-up, those who
have commenced production as well as those who are just initiating the project.
This is to understand critical issues such as how is a business identified, how is it
finalised, what are the investment cost implications and what is the

manufacturing process and USP of arelated project.

In Part 3 Chapter 1 in this considers various case illustrations on start-ups. In
this chapter example of successful units into secondary processing are
presented. FPCs can learn with regard to opportunity identification and
management from these micro and small-sized start-ups catalysed under the
MACP. Subsequently, case illustrations providing a diverse basket of project

options are considered.

V.Padmanand  Sushil Khodwekar KunalSood Chetan Bhakkad
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