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Executive Summary

Venture Capital Assistance Scheme isa Central Sector Scheme for agribusiness
development imple ment ed by S ma l-Busifess rCansartiand (SAG)r The
scheme provides financial assistance to agriculture entrepreneurs by participating in
their equity component as interest free loan payable after repayment of term loan. The
scheme also provides the entrepreneurs/ potential entrepreneurs with Project
Development Facility to assist them in preparing the Detailed Project Report (DPR). The
VCA Scheme is implemented during the XII Plan Period (2012-2017). A mid-term
appraisal of the scheme was entrusted to NABCONS to evaluate the scheme
performance with reference to its objectives, evaluate the role of different stakeholders,
examine the adequacy of the scheme and suggest way forward to improve the
effectiveness and efficiency ofthe scheme.

Terms of Reference

The mid-term appraisal of the schemewasto be conducted on sample basis, selecting at
least 15% of the total projects assisted during the plan period. The study would bring
out impact of implementation of the scheme with reference to various objectives such as
setting up of agribusiness units near the farm gate, catalyze the private investment,
strengthening backward linkages and encourage progressive entrepreneurs to involve in
value chain.

Further, the study would also assess the aangement with farmers/ farmers group sand
metamorphosis of small farmers into agripreneur s, trends in terms of regional spread,
type/ legal status of enterprise, size of units assisted timeliness in grounding of project,
identify the factors responsible for delay in commercial production, adequacies,
initiatives, interventions required for policy measures, operational guidelines in respect
of involvement of entrepreneurs, acceptability by banks for enhancing credit flow to
agribusiness projects and issues if any.

Methodology

The study was conducted using well defined approach and methodology. The study
reviewed data/information available on records with SFAC such as list of projects
sanctioned till November 2014, their spread, DPR/Applicati on/Appraisal Notes etc.
Fifteen per cent covering 62 sample projects were drawn in proportion to the region
wise distribution from the list of 410 projects. The sample states were selectedfrom six
regions (North, East, West, South, Central and North-east) taking into consideration the
number of projects sanctioned during the period. The sample projects were further
distributed proportionately to the sample states to get the representative sample from
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each state. To study the cluster level impact as desiredby SFAC, three clusters of
geographically concentrated activities viz., Guar-gum in Rajasthan (Jodhpur),

Grapes/Raisin in Maharashtra and Cashew Processing Cluster in Karnataka (D.
Kannada and Udupi) were selected. The sample projects for three clustes were selected
purposively from the three states, while the remaining projects from other sample states
were selected randomly after sorting them in descending order based on the cost.

The study covered the major stakeholders such as promoters/entrepreneurs, banks,
PDF and farmers. In all, 26 variables across five parameters were studied using
structured questionnaires and FGD/Open discussions as primary tools for the study.
The testimonial s from entrepreneurs, farmers and observations during the field stud y
were also used.

Finding s of the Study
Size of Investment and Nature of Activity

i. As on November 2014, 410 projects spread over 20 states were sanctioned Venture
Capital Assistanceworth Rs.144.27 crore of the total allocation of Rs.500 crore for the
scheme during the XllI Plan Period. The total investment made in these 410 projects is
worth Rs.1919.94 crore. On an average the total project cost is Rs.468.27 lakh and
average VCA extended is Rs. 35.18 lakh, which is about 8% of the total project cost. The
range of VCA varies between minimum Rs.2.21 lakh for establishment of pulse
processing unit to maximum Rs. 300 lakh sanctioned for construction of cold storage in
Maharashtra.

ii. Out of the 410 projects, 170 projects were sanctioned in the Northem Region which is
about 41% of the total projects, followed by Western Region with 164 projects (40%).
The distribution of projects in southern states was 13% (54). Only one project from
Eastern region (Jharkhand) was sanctioned VCA under the scheme State wise analysis
revealed that Uttar Pradesh and Maharashtra got the highest number of sanctioned
projects, 92 and 80 respectively. The states like Gujarat, Rajasthan from West bagged 42
projects each,while Karnataka and Haryana bagged 35 and 32 projects respecirely. The
distribution in other states remained in the range of 1 to 15 projects. Only 7 projects
were assisted in the North -eastern region.

ii. A range of activities related to agriculture processing were assisted during the period,
but the activities r elated to storage and preservation (Cold Storages etg were highest
involving 175 projects,which is about 43% of the total projects. About 31% (126) of the
projects related to fruit and vegetable processing, followed by agro-processing used for
industrial purposes such herbal extraction, guar gum processing, fuel and waste
recycling etc, which is about 10%(43) of the projects. The information therefore , reveals
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that industries were set up based on the opportunity and available raw material in
region/state s.

iv. About 50.28% of the VCA sanctioned was forprojects in the storage and preservation
sector followed by 28% for fruit and vegetable processing units

Constitution and Location of Industry

v. Out of the total 62 sample units, 45% (28) were found to be registered as Private
Limited Co., 27.5% (17 each) were found to be registered as Proprietorshipand
partnership firms. 53% of these firms are set up in the Rural Areas, 40% in semiurban

area and remaining 7% were found to be located in Urban Areas. Tle data therefore
reveals that the industries are set up considering the availability of raw materials and

cost of establishment and operation of these units. The set up in rural and semi urban
location has also opened opportunity for off-farm employment ot her than value addition

in agriculture produc e. About 20 banks have financed the projects with highest number
of projects financed by Canara Bank (8), followed by Corporation Bank and Bank of
India with 7 projects each.

Size of Investment and Means of Fin ancing

vi. Out of 62 sample projects, 58% (36) units had project cost upto Rs.500 lakh and 24%
(15) units had project cost between Rs.500 lakh to Rs.1000 lakh. Therefore about 82%
of the projects were established with investment upto Rs.10 crore. There are two
projects with investment more than Rs.25 crore.

vii. Commercial Banks were the major financing institution, sharing about 51% of the

total project cost, followed by promoter& equity at about 29% while the VCA
contribution is estimated to be 6% of th e total cost. The portion of investment coming as
unsecured loan or subsidy contributed to 14% of the total cost.

Effectiveness and Efficiency of Implementation of the Scheme

viii. In 87% of the cases, the loans were sanctioned within six monthsfrom the date of
application, and 75% of the projects got sanctioned within three months period from the
date of application. In the 13% cases whereahe sanctioning time took beyond six months
the delay waslargely due to meeting the documentary needs by banks.

ix. Sanction of VCA in general took more than 100 days from the date of application. The
procedural changes such as introduction of Project Scrutinizing Committee, checklist

and application form has enabled the process of scrutiny and sanction speedier. Yet
there is scope to further streamline the process.
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Commencement of Commercial Production of ABUs.

X. Eighty seven per centof the ABUs have started commercial production as on the date
of visit. The financial position of most of the agribusiness units are found to be
satisfactory and are repaying the loan as per the schedule of banks.

Adequacy of Venture Capital Assistance

xi. The VCA extended to sample units ranged betweema minimum of Rs.6.15 lakh and
maximum of Rs.300 lakh to M/S Agra Ice & Cold Storage (Agra, Uttar Pradesh) and
M/S A B Refer Warehousing (P) Limited (Solan, Himachal Pradesh) respectively. The
averageVCA extended to sample units is Rs42.68 lakh. In 89% of the cases the VCA is
well within the prescribed limit of 26% of the promoter & equity, although the limits
exceeded the 26% cap in 07 cases, two from Maharashtra, two from J&K, one each from
Himachal Pradesh, Haryana and Rajasthan.

xii. With regards to the adequacy of the VCA, the entrepreneurs although expressed
their satisfaction on the current limits, they suggestedamendments to the prescribed

limits, such as extending the VCA to 50% of promoters equity, covering the portion of

guasi-equity/unsecured loan while calculating the VCA at the rate of 26% etc. Some of
the entrepreneurs also suggested increasing the limt of VCA.

xiii. Based on the discussions with the stakeholders of the scheme, it was suggested that
in order to incentivize the entrepreneurs bringing in more equity, the upper
ceiling/threshold limit of Rs. 50 lakh for f ixing the quantum of SFAC VCA may be
raised or dispensed with. The raised/ removal of ceiling will enhance the possibility of
extending higher Venture Capital Assistance in deserving cases.

xiv. In some cases stakeholders were also of the view that the clng of the eligible
project cost which at present is fixed at Rs. 500 lakh be also raised to Rs.1000 lakh as
applicable for NER.

Impact of the Scheme

xv. Ninety three percent of the industries/ABUs are setup in the rural and semi urban
location considering the availability of raw material, cost of operations and
establishment etc. These agribusiness units based on the nature of activity or value
addition has greatly benefited the agriculture in the project locations. The project has
helped in enhancing the preservation and storage capacity through cold storages
thereby giving fair price to the farmers for their produce by making sales decision at
right time. The backward linkages are also strengthened as 73% of the ABUs reflected
that they are procuring raw material from the farmers as well as from open market
depending on the requirement of the industry and availability of raw materials. About
39% of ABUs are procuring 100% raw material from the farmers. In nine cases, formal
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contract farming system is practiced. Therefore, the investment has resulted in
strengthening the backward linkages. One industry on an average is obtaining itd6 saw
material from 12 village spread within aradius of 78 kms.

xvi. The industries have created off farm employment in both contractual and

permanent category of skilled and unskilled labourers from rural and semi urban areas.

In the sample of 59 ABUsout of the total 62 sampled ABUs, a total of 2020 people are
employed permanently which means an averageemployment of 34 persons per ABU.

Assuming 300 operational days, employing an average of 34 persons by an ABU, total of
6,36,800 man days have been generated by the sample units alone.

Contribution of Venture Capital and Utility of Public Fund.

xvii. The Venture Capital Assistance in the form of interest free loan acts as a preferred
source of fund for the entrepreneurs as it helps the enterprise to ease the financial
burden in terms of fund requirement and cost of the fund. The VCA has helped the
entrepreneurs in meeting the resource gap and improving the liquidity of the firm. The
VCA has been utilized in different ways such asutilisation towards capital expenditure
or even used as working capital. In the absence of VCA, the entrepreneurs would have
resorted to private finance, selling of land or other properties to meet the resource gap.

Venture Capital Assistance and Bank Linkage

xviii. The aurrent arrangement of VCA- bank linkage seems to be the most practical and
appropriate option for extending the Venture Capital. This arrangement takes care of
appraisal of the project, monitoring the end use of the VCA and also recovery of VCA at
the end of the project period.

Awareness with regards to Scheme

xix. The awareness with regards tothe scheme appeas to be limited both among the
entrepreneurs and bankers. The information about the scheme was given by empanelled
consultants of PDF in 56% of the case followed by friends/chartered accountants/other
industrialist in 19% cass. In 73 % cases, there is n@warenessat the bank level.

Networking and Collaboration

xX. The cluster level analysis reflected that due to emergence of common activity in a
cluster, apart from strengthening the backward and forward linkages benefiting the
farmers and creating job opportunities, the benefits of other forms are also being
generated such as supporting business planning, specialized research and development
of non-market network. In clusters such as Cashew nut in Karnataka, KCMA (Karnataka
Cashew nut Manufacturer Association) is registered which is providing services in the
form of information to the cashew nut manufacturers related to development of Cashew
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nut industry in the region. The agency is also functioning as networking agency with
government/ non -government bodies and private firms for development of industry in
the region. Similarly, Guar Dal Manufacturing Association in Jodhpur is the formal
association which provides services like arbitration between buyer and sellers,
organizing trade fair etc. The association has also tied up with CAZRI (Central Arid Zone
Research Institute) for providing technology related inputs to industrialist and farmers.

Recommendation s

xxi. SFAC mayundertake a quick assessment to identify potential in the underserved
states and intensify the promotional activities in these states for supporting such
agriculture based industries.

xxii. Workshops and Seminars at district/state level with involvement of benefited
entrepreneurs, potential entrepreneurs, bankers, other government agencies involved in
similar schemes and empanelled consultants of SFAC may be conducted at regular
interval s.

xxiii. Special focus is also required to create awareness amongst registered Farmer
Producer Organisations regarding the scheme. Entrepreneurs from Dairy and Poultry
sector also need to be educated on the scheme. As dairy is one of the most popular
activity in the country and banks are well versed with financing the activity, awareness
at the level of banks would largely help in reaching these entrepreneurs.

xxiv. The option of online submission of Application form may also be explored.

xxv. The VCA assistance can be provided to the extent of 50 % of the margin prescribed
by the bank or 25 % of project cost whichever is lower.

xxvi. To enhance the overall quantum of VCA,the upper ceiling of Rs. 50 lakh for fixing
the VCA may be raised or dispensed with. The ceiling of the eligible project cost which is
fixed at Rs. 500 lakh may also be raised to Rs. 1000 lakh as applicable for North Eastern
region.

This will help to enhance the overall quantum of VCA that may be extended to deserving
entrepreneurs and incentivize them to bring in more equity.

xxvii. SFAC may consider decentralizing documentation, pre-inspection and monitoring
of projects under VCA scheme through the Stae SFACs wherever located or any other
nodal agency to be identified for the purpose. Sanction and disbursement may be
continued from the Corporate office of SFAC.
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xxviii. It has been observed from the data that numbers of projects from the North
Eastern Region and Eastern region are limited. Intensive promotional activities may be
undertaken in the underserved states. Despite the fact that the North Eastern states are
endowed with natural resources, produce lots of unique agriculture, horticulture and
plants of medicinal values, yet there are negligible agro- processing units and post
harvest management centres in the state. Poor road transport and market
infrastructure support has also undermin ed the agriculture development in the region.
Special focus andinnovative efforts are needed for the development of agri-business
sector in the North Eastern states and some eastern states like Bihar, Jharkhand,
Odisha and West Bengal.

SFAC maytherefore, also look into the feasibility for devising an alternate produ ct for
providing financial assistance to prospective entrepreneurs specifically in the North -
eastern region.

xxix. SFAC may consider entering into agreement with private commercial banks like
HDFC and ICICI banks also.

xxx. Overall, the performance of VCA Scheme during the period has been quite
satisfactory. The sdheme has incentivized the agrientrepreneurs to bring in more equity

and set-up agri-business units, thus creating employment opportunities in rural and

semi-urban areas. The scheme has resultd in strengthening the backward linkages and
achieves efficiency in the agriculture value chain. It is therefore suggested that scheme
may be continued and further strengthened by incorporating recommendations given in

the report.
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Chapter 1

Backgrou nd of the Scheme

Venture Capital Assistance Scheme isa Central Sector Scheme for agribusiness

devel opment i mpl ement ed-busigessTorasdrtium SBAC)MEhE s 6

scheme is designed in a way to provide financial assistanceto entrepreneurs who are
interested in setting up agri-business units for primary and higher level value addition
of agriculture produce and products. To assist new entrants and potential agri-
entrepreneurs who are interested in setting up any agri-business unit, the Schemealso
has provision to provide technical assistance for developing bankable Detailed Project
Report (DPR) through their Project Development Facility (PDF). The financial
assistance under the scheme is available to Individual entrepreneurs, Farmers,
Companies/Partnership/ proprietary firm s, Far mer so Producer
Producer Organization/ Self-help groups or any units located in agri-export zones etc.

1.1 Objective of the Scheme

With a broader perspective of reducing inequalities and deepening poverty, promoting
economic upliftment of farmers, the establishment of agribusiness units provides
resources to reduce wastage, enhanced shelf life and value addition, with the income
gained in such process, the producer share in consumer rupees also assungeto grow.
Hence, to achieve the broader objective, the scheme is implemated with specific
objectives and modalities:

I. To facilitate setting up agribusiness ventures in close association with all
banks/ financial institutions notified by Reserve Bank of | ndia (RBI), where
the ownership of central/ state government is more than 50% such as
nationalized banks, State Bank of India and its subsidiaries, IDBI, SIDBI,
NABARD, NCDC, NEDFi, Exim Bank, RRBs and State Financial Corporation.

il. To catalyze private invegment in setting up of agri -business project thereby
providing assured market to producer for increasing rural income and
employment.

iii. To strengthen backward linkage of agribusiness project with producers

iv. To assist farmers, producer groups and agriculture graduates to enhance their
participation in value chain through Project Development Facility.

V. To arrange training and visits etc. of agri-entrepreneurs in setting up identical
agribusiness projects.
Vi. To augment and strengthen existing set up of State and Catral SFAC.
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Venture Capital Assistance is provided to the agribusiness units on recommendation of
banks/ financial institutions financing the project and must meet the following
additional criteria:

I. Project should be in agriculture or allied sector relat ed to agriculture services.
The projects of dairy and poultry could also be extended the assistance.

. The project should be able to provide assured market to farmers/ producer
groups.

iii. The project should also be able to encourage farmers to diversify into hgh
value crops having potential to increase farm income.

1.2 Quantum of Venture Capital

As per the project guidelines, the quantum of VCA which could be extended is limited to
Rs.50 lakh or 26% of the promoter& equity whichever is lower. If the project is from
North - eastern region, hilly states such as Uttarakhand, Himachal Pradesh and Jammu
& Kashmir or promoted by registered Farmer Producers Organization, the quantum of
assistance could be 40% ofp r o mo teguitysod Rs.50 lakh whichever is lower. In
special cases, higher VC could be extended subject to approval from Executive
Committee of SFAC.

The VCA is extended to agribusiness units in the form of loan, repayable in one
instalment to SFACon the end date of term loan as per the original repayment schedule
fixed by the lending banks/financial institutions .
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Mid -term

Chapter 2

Study Approach and Methodology

appraisal of the Venture Capital Assistance Schemewas proposed by SFAC, to

evaluate the performance of the Scheme, in course of implementaton during the XiIl
Plan Period (2012-2017), with a view to assess the midterm impact, evaluate the roles
of stakeholders of the project, identify constraints and suggest mid-course correction in
the Scheme.

2.1 Scope of the Study

2.2 Term

Vi.

Desk review of VCA casescovering the DPR, Scruiny/Sanction notes,
discussion with key personnel of SFAC, HO and collection of required
information / documents.

Undertaking field visits on pre -determined sample projects assisted under the
scheme, interact with all stakeholders including consultants under Project
Development Facility (PDF).

Compilation of data, collection of information, analysis of data, preparation of
draft report followed by discussion with SFAC officials for refinement/
incorporations of suggestions.

s of reference

The evaluation of the schemeis to be conducted on sample basis, selecting at
least 15% of the total projects assisted during the plan period.

The study would bring out impact of implementation of scheme with
reference to various objectives such as setting up of agribusiness units near
the farm gate, catalyze the private investment, strengthening backward
linkages and encourage progressive entrepreneurs to involve in value chain.
Arrangement with farmers/ farmers group and metamorphosis of s mall
farmers into agripreneurs.

To ascertain the trends in terms of regional spread, type/ legal status of
enterprise, size of units assisted.

To study the timeliness in grounding of project, identify the factors
responsible for timel iness/ delay in commercial production.

To look into the adequacies, initiatives , interventions required for policy
measures, operational guidelines in respect of involvement of entrepreneurs,
acceptability by banks for enhancing credit flow to agribusiness projects.
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Vii. Issues, if any related to avenues for the FPOs to grow and thrive.

Taking into account the Scope of the Study and Terms of reference, scientific approach
was followed to conduct the study. In the initial stage, the list of projects assisted till
August 2014 was ddtained from SFAC to study projects by nature of its activity, regional
spread, project cost and important dates etc., and decide sample selection criteria.
Subsequently, the sample projects were selected from the list provided by the SFAC. A
detailed presentation on approach and methodology for the study was made to SFAC.
After approval of the methodology, documents such as DPR/ Sanction Note/Scrutiny
notes of sample projects, contact details of entrepreneurs, financing banks etc., were
obtained and studied. The questionnaires and study guide were preparedto capture the
information in customized form from entrepreneurs/owner /Key -officials of the agri-
business units, financing banks, farmers and PDF. Visits to agribusiness unit sites were
also made to see ad assess their operational status.

2.3 Sample for the Study

As on August 2014, 410 agribusiness projectswere assisted across 20 states. To assess
the impact and performance of the scheme on a parnrindia basis, the states were
segregated irto six regions (North, North East, East, West, South and Central).
Cumulative number of projects for states segregatedin six different regions gives the
total number of projects assisted in six regions. The sample of 62 agribusiness units
(15%) assistedwas distributed according to their actual distribution in six regions.

Table 1Region wise sample distribution

Region VCA Assisted Percent Distributed
Projects (No) (%) Sample (No)

North

West

South
Central
North - east
East

Total

The states with higher numbers of projects were selected for the study and the selected
sample were further distributed among the selected states proportionately to their
actual distribution. Th e selected states and sample distribution is given in the following
table.
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Table 2 Region wise and state wise sample distribution

Region Identified State VCA Assisted Percent (%)
Projects (No)

Distributed
Sample (No)

Uttar Pradesh 92 60% 16
Haryana 32 21% 05
Himachal Pradesh 15 10% 03
Jammu & Kashmir 14 9% 02
West Maharashtra 80 49% 12
Gujarat 42 25.5% 06
Rajasthan 42 25.5% 06
South Karnataka 35 78% 06
Tamil Nadu 10 22% 02
Central Madhya Pradesh 10 100% 02
North -east WACEEN! 03 100% 01
East Jharkhand 01 100% 01
Total 376 62

SFAC also desires to study the cluster level impact of the units which were assisted
based on geographically concentrated agriculture commodity. There are six such
clusters out of which 03 clusters, cashew, guargum and grapes/raisin located in

Karnataka, Rajasthan and Maharashtra respectively were purposively selected.

The sample units from 09 states other than the three states identified for cluster level

analysis were selected randamly after sorting th e projects based on cost. Every sixth unit
was selected randomly from the sorted list. From the remaining three states (Rajasthan,

Karnataka and Maharashtra), 05 projects of same activities were selected purposively to
assess the impactat the cluster level.

In total, the study was conducted in 12 States, covering a total of 62 projects which were
assisted under the VCA schemes Of these, 46 projects were of different activities of agro

processing and value addition while 16 were commodity specific pertaining to gu ar-gum

processing, grapes/raisin processing and cashew nut processing.The list of sample

agribusiness units is given in Annexure-1
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Table 3 Cluster studies and sample covered

Total No of
units

District Activity Sample

Studied (No)

Rajasthan Jodhpur Guar gum 18 05

Maharashtra Nashik GrapesRaisin, 48 05
Winery

Karnataka Udupi Cashewnut 36 06
processing

2.4 Selection of Farmers

In order to assess the effectiveness of thescheme in forging backward linkages,
interviews with farmers were also conducted. In the design, 05 farmers per agribusiness
units were targeted to be interviewed with structured question naire, however, during
the field visits it was found that there are activities which do not directly associate with
farmers of the region but related to agri business and agri processing addressing the
problems of these sectors at different nodes of the value chain. In such cases, the
gualitative assessments weremade rather than quantifi cation.

2.5 Types of Data

The study relied on both secondary and primary sources of information to arrive at
certain conclusion with respect to the Terms of Reference.

2.5.1 Secondary Information : The secondary information used for the study include
informat ion/data on records from SFAC corresponding to project lists, project
guideline, brochure, DPR, Scrutiny/Appraisal note, balance sheets obtained from the
agribusiness units, etc.

2.5.2 Primary Information: The primary sources of information were from
entrepreneurs/ promoters of agribusiness units, banks and consultants involved under
the Project Development Facility. The information was collected using the structured
guestionnaires from entrepreneurs, financing banks and farmers. Open interviews were
also organized with the officials of financing banks and empanelled consultants to gain
their feedback and opinion on the scheme, its implementation process and any
constraints towards implementation of the schemes. Their feedback and opinion also
proved helpful in providing policy recommendation towards improving the overall
effectiveness in implementing the scheme. Following table presents theparameters and
indicators in respect of the study.
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2.6 Parameter and Variables

Parameters Variables

Strengthening
linkages

Catalyzing private
investment

Legal status of

R INHES
Effectiveness in
implem entation of the
scheme

Performance of ABUs

Impact of the
VCA/ AB Us

= = = =2 =4 =8 -4 -9 =2 =4 =88 -8_-4_-4_-9 = = = = =a =9

=a =4

Location of ABUs, (Urban, Semi Urban, Rural)

Nearness of ABUs to farm gate (Distance, Number of
villages, Farmers covered)

Types of activities carried out by ABUs for strengthening
farmers such as training/ CB activities/ credit etc.
Supply of Agri inputs, Contract Farming,
arrangement etc.

Percent of promoter®& equity to total investment/project
cost

Registration type of the ABU as per the legal requirement

Buy back

Timeliness in grounding of the project

Date of loan application

Date of sanction of loan application.

Date of VCA application

Date of Sanction of VCA

Release of TL/ VCA/ CC limit etc.

Commencement of commercial production of ABUs
Project guidelines and its relevance
implementation of the scheme.

Appropriateness of the threshold limit of VCA
Whether ABUs have commenced commercial production?
Financial Performance

Repayment performance

How effectively, the backward and forward linkages have
been established.

Any formal buy back arrangement, payment process in
place.

Employment generation/ Man -month/ man -days generated
due to ABUs

Collaboration/ Networking with organization/ associat ions/
institutions towards reducing market imperfection, new
product development, enhanced production, export etc.

Effect on meeting the resource gap.
Options of meeting resource gap in absence of VCA Scheme

towards
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Chapter 3

Implementation of VCA Scheme during XII Plan Period

The Venture Capital Assistance Scheme is the flagship scheme implemented during the
XII Plan Period in continuation from the XI Plan Period. The budgetary allocation for
the implementation of the scheme was earmarked at Rs.500 crore which is to be utilized
in between 2012 to 2017. The revised guidelines have been approved with effect from
24.01.2014. This chapter elaborates the overall physical and financial progress of the
scheme till the period of mid-term appraisal.

3.1 Physical and Financial Progress

As on November 2014, 410 projects of agribusiness development were extended Venture
Capital Assistanceto an extent of Rs.144.27 crore, which is 29% of the total allocated
budget for the scheme. Out of the total 410 VCA assisted ag-business projects 57%
were assisted during the financial year 201314. However, only 73 units have been

extended VCA during the year 2014 15(till November 2014).

Table 4 No. of ABUs assisted and amount sanctioned under VCA Sc heme

Physical Percent Rs. in lakh

(No) Total Project Venture Average
Cost Capital VCA

2012-13 25% 45271.78 3447.45 33.47
2013-14 234 57% 115971.12 8512.55 36.37
2014 -15 73 18% 30750.71 2467.7 33.80
Total 410 100% 191993.61 14427.7 35.18

When compared to the achievement of the scheme implemented during the Xl Plan
Period, the achievements, both physical and financial seems significant till date as 410
units have been assisted with financial expenditure of 144.27 crore, while two more
years are still remaining.
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Table 5 Class interval of VCA and number of Ag ri business units assisted.

VCA Assistance Frequency Percent Cumulative
(N) €)) Percent

9 2% 2%

47 11% 14%
87 21% 35%
79 19% 54%
56 14% 68%
48 12% 80%
23 6% 85%
12 3% 88%
39 10% 98%
0 0% 98%
2 0% 98%
8 2% 100%
410 100%

The average Veature Capital Assistance is Rs35.18 lakh with minimum assistance of
Rs.2.21 lakh extended for establishment of pulse processing unit in Maharashtra and
maximum Rs.300 lakh sanctioned for construction of cold storage in Maharashtra.
From the Table 5 above, it could be inferred that 80% of the units were given assistance
well below the limit of Rs.50 lakh as prescribed in the guideline s, but there are 20% of
units which have been assisted with higher amount of VC. These projects with higher
Venture Capital Assistance than the prescribed limits must qualify the merit criteria to
avail the VCA above Rs.50 lakh.However, during the analysis it was found, that out of
84 projects with VCA above Rs.® lakh, nearly 50% (40) are such projects which are
neither located in the North eastern region/ Hilly district nor fall ing under the backward
district of BRGF Scheme. These projectsmust have qualified for higher VCA based on
the appraisal of the sanctioning authority of the financing bank .

3.2 Region wise and State wise Distribution of Projects

The highest number of projects assisted under the scheme are from the orthern region,
followed by Western Region. Only one project from the eastern region receved the VCA
assistance during the implementation period. About 8 2% of the ABUs receiving the VCA
remained confined to the states of Western and Northern region.
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Table 6 Region wise number of VCA assisted projects (Rs.Lakhs)

Region VCA Percent  Total Project Sanctioned  Average
Assisted (%) Cost VCA VCA

Projects (No)

North 95623.62 7273.13
West 164 40% 66882.32 4980.3 30.37
South 54 13% 16711.65 1213.7 22.48
Central 14 3% 5214.67 342.47 24.46
North - east 7 2% 635139 543.1 77.59
East 1 - 1210 75 75.00
Total 410 100% 191993.65 14427.7 35.18

West

South
13%

Central

North- east
0% 2%

Figure 1 Percentage distribution of VCA assisted projects in different regions

The ABUs in North eastern region on an average received the hignest VCA amounting to

Rs.77.59 lakh. In Western region, the average VCA sanctioned is Rs.42.78 lakh. The
lowest is among the units of southern region.
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Figure 2 State wise number of ABUs assisted under VCA Scheme

Among the six regions, as already stated earlier, Northern and Western regions arethe
two regions having highest number of projects which were assisted under the VCA
scheme. The analysis showsthat among the 20 states where the 410 projects are
distributed , Uttar Pradesh and Maharashtra have 92 and 80 projects respectively
totalling 42% of the total projects assisted during the period. The most deprived region
seems to be Eastern region, where only oneproject from Jharkhand has been
sanctioned. The participation from the eastern states such as Bihar, Odisha and West
Bengal is nil. Similarly the participation from the North Eastern region is limited to
three states out of seven However, it is not clear whether any such projects have been
formulated and submitted to banks including the VCA component in the DPR. During
the discussion with the entrepreneurs and empanelled consultants, it was found that
awareness among the entrepreneurs about the scheme is limited, and, therefore, the
desired number of projects are not being formulated and posed for assistance. The
states such as Andhra Pradesh inthe south, Bihar, West Bengal and Odisha in the east
are having substantial area under horticulture crops thereby offering potential for
setting up of agribusiness units who can availthe assistance under the scheme.

3.3 Bank wise distribution of the project
Currently the SFAC has agreement with about 40 Scheduled banks in India and at

present 30 such banks are particip ating in the scheme by sanctioning term loan and
recommending the projects to SFACfor VCA.
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3.4 Projects by T ypes of Activities

The assisted agribusiness units were categorized based on the activity of processing and
nature of agriculture produc e used for processing to analyze spread in terms of numbers
and financial assistance availed by category. A total of eleven categories were defined
and industries were placed under these categories. It is found that out of 410 agrt
business units assisted during the period of evaluation, about 43% (175) agribusiness
units were of Storage and Preservation category One hundred and seventy four were

cold storage and one wasfor reefer van. About 31% (126) of the ABUs were Fruits and
Vegetable processing units.

Table 7 Number of ABUs categorised based on t he nature of activity

Nature of Activities of ABUs Numbers Total Project Sanctioned

Cost (Rs. in VCA (Rs. in

lakh) EV)

‘* Storage & Preservation 175 98923.35 7254.01
Fruits & Vegetable Processing 126 54579.99 4040.94
Agro-processing for 43 15235.15 1295.81

Ind ustrial use

“~ | Nuts Processing 25 4599.02 445.29
Spices Processing 18 6414.04 529.14
. 5 Cereal & Pulse Processing 9 4195.9 274.75
Aquaculture/Fisheries 4 2133.53 165.49
* & Floriculture 4 598.5 69.91
. Others 3 1380.25 87.71
Bamboo based Industry 2 3812.12 255
Poultry Farm 1 121.8 9.65
L Total 410 191993.65 14427.7
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Out of total VCA sanctioned, about 50% (Rs.7254.01 lakh) have been expended towards
the establishment of 43% of ABUs for storage and preservation of agriculture products.
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Figure 3 Percent of total ABUs and % of sanctioned VCA of total under different
categories

About 28% have been expended for agribusiness units for fruits and vegetable
processing. Some innovative projects such as Chiory processing units, bio-fuel
production, and fuel production from agriculture wastes were also assisted during the
project period, which can be demonstrable models in agribusiness sector. Two chicory
processing projects in Etah district of Uttar Pradesh were assisted andare found to be
impressive in strengthening the backward linkages and new product promotion. The
investment in other sectors such as dairy, poultry, marine/aquatic food industry is
limited as fewer numbers of these projects have come forvard to avail the assistance of
VCA. Hence, in total about 74% (301 ABUSs) of the agribusiness units for preservation
and processing of agriculture produce were assisted with 78.29% (Rs.11295 lakh) of the
total financial assistance under the VCA scheme expeded during the period.
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A worker packing poultry feed in M/S Feed Pro Private Limited, Aligarh,
Uttar Pradesh

Dried and Roasted Chicory Roots used for processing manufacturing
chicory liquid and chicory powder
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Chapter 4

Finding s from the Study of = Sample Projects

4.1 Characteristics of Sample Agribusiness Units

As indicated in the Terms of Reference, 15% of the total 410 agribusiness units i.e. 62
units were evaluated. These sample units were selected as described in Chapter 2 using
stratified ran dom sampling methods. The section below deals with features and
characteristics of sample agribusiness units. These units were selected from among 12
states covering all the six regions of the country. The sample agribusiness units were
selected randomly from the sorted list of each selected states for the study.

4.1.1 Distribution  of agribusiness units by type of legal constitution

Out of total 62 sample units, 45% (28) were found to be registered as Private Limited

Company, whereas the remaining 34 agrbusiness units were registered as Partnership
firm or Proprietorship firms distributed equally, 27.5% (17) each. None of the assisted
agribusiness units were found to be registered under Cooperative, or public limited

company or Producer Companies.

Figu re 4 Dis tribution of sample ABUs by type of legal constitution

4.1.2 Distribution of Sample Agribusiness Units by States

The selection of sample ABUswas done taking into consideration the actual distribution
in different regions and states. Sample ABUs in Uttar Pradeshand Maharashtra is more
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as the number of units assisted in these two states during the Xl Plan Period were
higher. Six ABUs each in Rapsthan, Gujarat and Karnataka were covered followed by
Haryana (5), Himachal Pradesh (3), two units each in Madhya Pradesh, Tamil Nadu and
Jammu & Kashmir and one each in Assam and Jharkhand. However, one unit each in
Jammu & Kashmir and Tamilnadu could not be covered under the study due to non-
availability of promoters during the study period.
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Figure 5 Distribution of sample ABUs by sample states

With respect to distribution of sample ABUs in 06 different regions, 26 units were
located in North region (UP, HP, Haryana and J&K), 24 units in West region
(Maharashtra, Rajasthan & Gujarat), 08 units in South region (Karnataka & Tamil

Nadu), 02 from Central region (MP) and one each from East and North East. The
selection of units concerned to states Karnataka, Rajasthan and 05 units of Maharashtra
was done puposively from the same activities to study any impact due to geographically
concentrated activities such as Guar gum in Rajasthan, Cashew nut processing in
Karnataka and grapes/raisin in Maharashtra.

4.1.3 Distribution by type of Nature of Activity

Varied activities covering different types of Agriculture Industries have been supported
under the VCA Scheme. Many innovations were also noticed and innovative technology
based agriculture industries were also set up during this period such as energy
producing plants, product development using biomass and agriculture waste products in
the states like Rajasthan and Maharashtra. But a good number of agribusiness units
around preservation and storage have been supported during the plan period. About
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27% of the enterprises/industr ies assisted under the VCA are cold storages and 24% for
fruit and vegetable processing. Other important categories supported under the VCA
scheme are the industries which uses the agriculture produce to make products meant
for usage n other industri es such as gwar gum, oil, herbal extracts, energy production
using bio mass or agriculture wastages, chicory processing etc.The list of sample
agribusiness units is given in Annexure-1
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Figure 6 Sample distri bution by nature of activity

About 15% of the Agribusiness units which were assisted pertains to nut processing,
which are largely confined to states like Jammu & Kashmir and Karnataka. In addition
to these major activities, other agro based industries such as processingof pulses, cereal,
plantation crops, spices, fisheries etc, were also assisted. The percentage distribution
and numbers by nature of activity of assisted agribusiness units can be seen in Figure
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Figure 7 Percen tage distribution of ABUs by nature of activity

4.1.4 Participation by Banks

From the study of sample units, there are twenty banks, nationalized and commercial,
who have patrticipated in the scheme by financing the units and recommending to SFAC
to extend the VCA support to the financed projects. Out of the total 62 sample units,
eight projects have been financed by the Canara Bank and seven each by Corporation
and Bank of India. As such the participation from State Bank of India and its associate
banks during this period, is only 2-3% of the total projects. About 35% of the total
projects are shared by three banks viz., Canara Bank, Corporation Bank and Bank of
India.
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Figure 8 Number of sample projects financed by different bank S
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4.1.5 Size of Investment and Means of Financing

The investment for establishment of Agribusiness Industries ranged between Rs.55 lakh
to Rs.4280 lakh. About 58% of the projects assistedunder the VCA scheme hal a total

financial outlay below Rs.500 lakh while 24% had between Rs.500 to Rs.1000 lakh.
Therefore, majority of the projects (82%) assisted under the scheme had an investment
below Rs.10 crore. Only 8 out of 62 sample projects i.e 12.9% of the projects had an
investment above Rs.10 crore.Five projects had investment cost less thanRs.1 crore.

Table 8 Investment cost and percentage of ABUs

Cost of Project Frequency (N)  Percentage

Upto Rs.500 lakh 36 58%
Rs.500 - 1000 lakh 15 24%
Rs.1000 - 1500 lakh 3 5%

Rs.1500 - 2000 lakh 4 6%

Rs.2000 - 2500 lakh 2 3%

Greater Rs. 2500 2 3%

lakh

Total 62 100%

Commercial banks have remained the major financing institutions for meeting the cost
of establishment. The total investment for 62 sample units is estimated to be
Rs.41839.08 lakh of which 51% of the project cost is funded by the banks through term
loans, 29% by promoters themselves in the form of equity and 14% in the form of quask
equity/ unsecured loans/ financial assistance as subsidy etc., from other schemes.
Venture Capital Assistance of Rs.2646.24 lakh has been sanctioned and released to
these 62 sample units thus meeting the resource gap to an extent of 6% of the total
project cost. The breakup of total investment cost is given below.

Table 9 Descriptive statistics and means of finance

Particular s Total project cost Term Loan Equity (Rs. in VCA
(Rs. in lakh) (Rs in lakh) E14p)) (Rs. in lakh)

55.00 25.00 23.24 6.15

| Min
I E 4280.00 2350.00 1629.82 300.00

Total 41839.08 21249.01 11959.11 2646.24
Av erage 674.82 342.73 192.89 42.68

Out of 62 sample units surveyed, 45 have either availed subsidy or applied for subsidy to
different sources like National Horticulture Bo ard, Ministry of Food Processing,
APEDA, National Mission on Food Processing National Horticulture Mission, Bamboo
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Mission etc. On an average the estimated subsidy is Rs.112 lakh for the sample 62 units.
The share of different means of finance is presented in the figure below.

Term Loan
1%

Other
14%
Promoters

Equity

0
VCA 29%

6%

Figure 9 Percentage share of diff  erent means of financing

The interest rate for term loan and CC limit also varied from bank to bank. The
minimum and maximum interest range d between 10.5- 17.5%. The moratorium period
ranged between 1 to 24 months with average of 10 months.

4.2 Effectiven ess and Efficiency in Implementation of the Scheme

For an agribusiness unit to be eligible to avail financing under VCA Scheme, thg must
be bank linked and must have obtained term loan from the Nationalized/Commercial
Banks, RRBs, IDBI, Exim Bank, etc. The banks need to appraise the projects andsend
their recommendation to SFAC for consideration of the proposal and subsequent
sanction and disbursement. Therefore, the prime responsibility of appraising the loan
application lies with banks which is the major stakeholder in the scheme. The
implementation of the scheme depends @ several factors such as how digently the
appraisal and risk assessmenthas been done by the banks, the time lag in sanction of
loan, whether the commercial production of the agribu siness units have started or is
there any delay resulting in time and cost overrun. The subsequent sections deals with
how effectively the projects have been implemented.

4.2.1 Loan Application Vs Sanction of Loan
One of the most important aspects of any project is to adhere to the schedule of project

implementation with least deviations at different stages. The first and foremost of this
would be the sanction of loan from banks and the timely release of finance. In order to
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assess any delays in implememation schedule due to fund releases, the time lag between
the date of application of term loan and sanction was assessed. Oran average it took 2.5
months to get the sanction of loan from the banks, which can be considered reasonable.
The time taken for sanction of loan ranged between six days at the minimum and 10
months at the maximum .

Table 10 Time lag between loan application to san  ction of term loan

Months Percent of units
Less than 1 month
01 month to 2 months
02 m onths to 03 months

03 months to 04 months
04 months to 05 months
05 months to 06 months
More than 06 months
Total

Significant delays in obtaining sanction of more than 06 months from the date of
application of loan was observed only in 13% of the cases while in 75% of the cases it
took less than or upto 03 months to get the sanction. The delay in the case of ESES Bio
Wealth Private Limited (Assam) is found to be 10 months. The promoter had envisaged
to get subsidy under National Bamboo Mission, however the samedid not materialize
due to various reasons. The promoter had to revise his DPRand then submit the same
to bank, resulting in delay. Out of 04 cases where the sanction took more than 08
months, three projects belongs to Uttar Pradesh and one from Maharashtra. The
projects in Uttar Pradesh got delayed mostly because of the time taken by the
entrepreneurs in complying with the documentation requirements of the bank. The
sanction of loan in the case of M/s Sai Sayaji Dairy, Maharashtra was delayed mainly
because of the transfer of the branch manager before the sanction of the projectMost of
the entrepreneurs are carrying out the business and experienced in line for long time
and expressed their satisfaction dealing with banks except in the cases where the delay
was more than 8 months.

4.2.2 VCA Application Vs Sanction of VCA

The data for VCA application and sanction was analysed and it is found that the sanction
of VCA from the date of application took more than 100 days in majority of cases. Most
of the entrepreneurs confirmed their satisfaction regarding the functioning of SFAC and
release of the VCA.
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Table 11Time lag between the time of application and sanction of VCA

Months Percent of units
Less than 1 month

01 month to 2 months

02 months to 03 months

03 months to 04 months
04 months to 05 months
05 months to 06 months
More than 06 months
Total

Out of 62 cases,in 54% of the cases, the sanctioing of the VCA took less than six
months. The receipt of sanction of VCA for five ABUs took more than a year and for one
of the units it exceeded more than 17 months to get the confirmation of VCA. In few
cases, the performance in terms of processing the VCAapplication has been done
efficiently. Except for few cases, he entrepreneurs expressed their satisfaction regarding
release of VCA. Although, the setting up of Project Scrutinizing Committee and

development of check list and application format has enabled the process of scrutiny
and sanction faster, but there is scope to further streamline the overall process to
augment the overall efficiency of the scheme.

4.2.3 Commencement of Commercial Production of ABUs

Fifty four agribusiness units out of the sixty two units covered under the study have
started commercial production i.e ., about 87% of the Agribusiness Units which have
been assisted under the VCA Scheme have started its commercial production anchave
become operational. Eight units are yet to be completed out of which six are from

Maharashtra and one each in Haryana and Himachal Pradesh Out of the six units in

Maharashtra, four raisin units have been extended VCA during November 2014 and the
installation of plant and machinery is under process dur ing the time of field studies and

they are expected to start commercial production from the next grapes season. In the
remaining four cases, the construction work is underway at the time of field studies and

there has been clay in implementation due to management issues and also
mobilization of financial and material resources.

4.2.4 Financial Performance of the ABUs
The financial position of most of the projects are found to be sound as their financial

indicators have shown satisfactory performance. The agribusiness units which got
functional during the year 2012 & 2013 have shown impressive growth in their profits as
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reflected from their financial statements. The units which started their commercial
production during the year 2014 onwards are satisfied with their performance and they
are optimistic enough to meet their financial liabilities in the future as well. Out of the
operational units, 65 % of the units made net profits during the financial year 2012-13
with profits ranging from Rs.0.71 lakh to Rs.161.27 lakh, and an average profit of
Rs.22.98 lakh per unit. However, during financial year 2013-14, 87 % of the units had
made net profits with profits ranging from Rs.0.02 lakh to Rs.142.37 lakh, and an
average profit of Rs.20.54 lakh per unit.

The entrepreneurs expressed their contentment on the overall performance of their

units and they assured of repaying the VCA on time as it has helped the units in great
deal in meeting the resource gap. Most of the units have started repayment of their term

loan to the banks which is also an indicator of good performance of the industries

assisted under the VCA. All the operational units are classified as Standard Assets as
per the bankés records, even though one
though some of the units are loss making they are prompt in making repayments to the
banks as per the specified repayment schedule.

4.2.5 Adequacy of VCA for establishment of ABUs

As per the prevailing eligibility criteria towards extending the Venture Cap ital (VC)
Support, there are two possible alternatives as defined in the project guideline s, 26% of
the promoter's equity (40 % of equity for registered FPOs, and projects in NE region and
hilly areas) or Rs.50 lakh whichever is lowest. The VCA extended tosample units ranged
between a minimum of Rs.6.15 lakh and maximum of Rs.300 lakh to M/S Agra Ice &
Cold Storage(Agra, Uttar Pradesh) and M/S A B Refer Warehousing (P) Limited (Solan,
Himachal Pradesh) respectively.

The averageVCA extended to sample units is Rs.42.68 lakh. The VCA is well within the
prescribed limit of 26% of the promoter & equity in 89% of the cases, although the limits
exceeded the 26% cap in 07 cases, two from Maharashtra, two from J&K, one each from
Himachal Pradesh, Haryana and Rajasthan. The relevance of VCAhas been assessed
relatively high by more than 90% of the entrepreneurs except in few cases where the
VCA was reduced against the prescribed/assessed limits. Thee entrepreneurs expressed
their dissatisfaction on account, that the reasons for curtailment was not explained
clearly to them by the SFAC.

With regards to the adequacy of the VCA, although the entrepreneurs expressed their
satisfaction on the current limits, they wished amendments to the prescribed limits,
such asextending the VCA to atleast 50% of promoter& equity, covering the portion of
guasi-equity/unsecured loan while calculating the VCA at the rate of 26%. The venture
capital has generated the infusion of private investment by the entrepreneurs to an
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extent of 31% of the total cost of the project and has tried to develop adequate backward
linkages with the farmers depending on the position and level of value chain they are
operating.

Box 1 Impact of Cold Storages -Case of UP

One such classic example is the case of cold storage financingin UP. There are total
92 projects of different agribusiness activities which have been financed by the time
of study. Seventy nine of these projects are cold storages established considering the
potential of business and availability of potato crop in th e region. The cold storage
owners support the farmers by credit and information during harvesting and selling
their produce. Farmers in turn store their potato in the cold storage at the rates
decided by the Cold Storage Association (largely in range of Rs.172-200 per quintal).
The cold storage provides the farmers opportunity to hold its produce, while the
owner provides the price information and linkages across different markets in India
and facilitate selling their produce by helping them sales decision at right time . The
symbiotic association is helping out a large number of farmers in the region. An
estimated 372 farmers on average are benefiting from a cold storage in UP, which
means that approximately 30,000 growers are benefited due to enhancement of
value chain.
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4.3 Impact of establishment of ABUs

The impact due to intervention in the sense of its contribution to enhanced economic
security among the participants at the different level of value chain, particularly the

farmers are difficult to capture. However, during the project cycle, the inputs provided

and activitie s carried out results in different output and outcome level results, often two
most indicators, one the satisfaction expressed by farmers and entrepreneurs with
backward linkage arrangement and second, the offfarm jobs resulted from these
investments. The impact of the establishment of the ABUs in the entire value chain has
beenassessed on indicators such as locatiorof the ABUs-nearness to farm gae, number

of villages covered, procurement services, buy back arrangement, payment procedures,
etc.

4.3.1 Location of Agribusiness Units

Out of the total 62 sample agribusiness units, 53% and 40% are established in the
vicinity of rural and semi - urban areas. Only 7% are found to be located in the urban set
up. These agribusiness units are setup taking into consideration the availability of raw
material required for operations of ABUs. The availability of raw material has been one
of the most important criteria for location of the units and most of the units assisted
under the scheme have set up their units anidst the cluster where raw material is
available. Additionally , the units also considered the labour cost factor which is available
relatively at alower cost in the rural and semi urban set up than the urban set up.

Figure 10 Distribution of sample ABUs with respect to type of location
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4.3.2 Strengthening backward linkages - Mode of Raw Material
Procurement, Village and Farmers Catered

The procurement of raw material are done based on the nature of agribusiness units and
activities undertaken by the agribusiness units. Seventy three percent (73%) of the
agribusiness units are procuring raw materials using informal arrangement either
through farmers or through the open market/ contractors/ traders etc ., on the
prevailing mark et rates at that time. In 15%of the cases,formal contractual method is
adopted for meeting the raw material requirement for the operations of units. One case
was also found, in which the entrepreneurs practice both contractual farming method as
well as buy raw material from the open market, but the proportion of formal
arrangement is large. In some of the units set up in industrial area or estates, like in
Baddi, Himachal Pradesh, there are very few farmers in the radius of 75100 kms from
the unit and there is no direct linkages between the units and the farmers.

About 39% of the ABUs are procuring 100% raw material from the farmers directly
either under formal or non -formal buy back arrangements, while 31% of the ABUs are
procuring 100% of raw material from open market. There are industries which are also
dependent on the imports, the distribution of such industries in the sample is about 9%.
Therefore, it can be said, that the investment has resulted in strengthening the
backward linkages, but the exact extent to which these interventions have effectively
been able to strengthen the backward linkages varied from the type of industries set up.
For instance, the cold storage projects are providing services to farmers directly by
storing their produce and also providing credit. The second example are the aisin/
grape processing industries, where the entrepreneurs have formally entered into
arrangements with the owners of grape orchards. The Chicory processing units in Etah,
UP are directly procuring the raw material from the farmers under the contract farming
arrangements. Similarly , the procurement of raw material by guar gum industries set up
in Rajasthan are largely market dependent because of the high price volatility of guar
gum.

Distance of Raw Material Procurement: The distance of raw material procurement
ranged between 0 to 450 kms from the unit depending on the type of raw material, its
availability over seasons, perishability and also the type of industry. On an average the
distance from which the raw materials are procured in respect of sample agribusiness
units works out 78 kms. Most of the long distance transportation of raw material is
happening in the case of guar gum units, coconut oil process units, cashew processing
units and raisin making units where the storability of the raw material is comparatively
high.

Average mverage of farmers and village: Only 67 % of the operational units were
procuring the raw material directly from the farmers either through formal or non -
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formal ways. On an average 118 farmers are covered by each of the operational
agribusiness unit spread over12 villages

4.3.3 Creation of Off -Farm Employment  and Wage rate

One of the important indication of positive
impact which  could be captured
guantitatively is the extent of off-farm
employment generated by these
investments The  agribusiness  units
reportedly employed both skilled and
unskilled category of labour in permanent
and seasonal category. The seasonal
category employees are mostly thelabour
required for loadi ng/unloading job during
the peak operation time. These are mostly
the contractual arrangements made
through the contractors. For example, the
cold storages in UP hires labourers from
Jammu and Kashmir, West Bengal and
even from other eastern districts of UP
during the time of loading of potato. On an
average each cold storage requires 80120 labourers per day depending on the capacity
for loading potatoes in a season. For unloading, the local labourers are hired depending
on the situation. From the testimonials of cold storage owners, it can be inferred that
about 5,00,000 man days of employment is generatedin a season in a cluster of 80-:100
cold storages in UP.

The establishment of industries have also created employment opportunity for local

villagers who work in the industry under skilled and unskilled categories. Among the

sample units, a total of 2020 people are employed permanently which means an avelage
of 34 person per ABU. Assuming 300 operational days, employing an average of 34
persons by an ABJ, total of 6,36,800 man days have been generated by the sample units
alone. Considering the same trend, the total employment expected to be created in all
the 410 units assisted by the scheme so far in the XII plan would be about 13940 jobs or
4.18 million mandays. Considering employment creation as a ratio of investment, this

would mean 20 jobs or 600 mandays of employment created per crore of investment.

This translates to creation of 2880 jobs or 8.64 lakh mandays from the VCA provided

during the XlII Plan period.
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4.4 Contribution of Venture Capital and Utility of Public Funds

The major means of financing to these agribusiness units is the term loan from the
banks. The other major portion of financing is the promoter & contribution in the form
of equity and unsecured loans. Entrepreneurs are also aware of the financial incentives
in the form of subsidy given under different central government and state government
schemes andmajority of agribusiness units which are set up under the scheme have
availed certain proportion of subsidy or have applied for it. However, the subsid ies are
back ended and once applied it takes aconsiderable amount of time to get released. The
other means of financing, i.e. bank loan has a cost associated in the form of interest.
Hence, the Venture Capital Assistance in the form of interest free loan acts as a
preferred source of fund for the entrepreneurs as it helps the enterprise to ease the
financial burden in terms of fund requirement and cost of the fund . The benefits of VCA
could be elaborated in different ways:

1 The VCA has helped the entrepreneurs in meeting the resource gap and
improving the liquidity of the firm. The VCA has been utilized in different ways
such as spending as fixed capital or even used as working capital.

1 Many of the entrepreneurs felt that the VCA had come at the right stage of the
project implementation when the financial position of the promoter(s) are
constrained, thereby easing the financial situation and hastening the project
completion process.

1 In the absence of VCA, the entrepreneurs expressed that they would have
resorted to private finance which may affect the viability of the project
considering the cost of funds, selling of land or other properties to meet the
resource gap.

1 The absence of VCAcould have compelled the unit to scale down the project size
and further it would have resulted in non-availability of working capital as the
funds would have dried up for capital investment.

1 It has helped the entrepreneurs in reducing the interest burden in case of
personal financing obtained in the form of unsecured loan or in case of increased
term loan from the banks.

4.5 Venture Capi tal Assistance and Bank Linkage

The Venture Capital Assistance is one of the £hemesimplemented independently by the
Small Farmers Agribusiness Consortium to support setting up of agriculture based
industries. The industry is capital intensive and requires a considerable amount of
investment in fixed assets, funds for which needs to be met from the formal financial
institution s. Before the financing is made, firm undergoes strict financial and technical
scrutiny process which requires technical and financial skills as well as time. The
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objective of the VCA is to provide incentive to the entrepreneurs to establish the
financially viable agriculture based enterprise resulting in strong backward and forward
linkages.

Considering the current arrangement of SFAC, VCA bank linkages seems to be the most
practical and appropriate option for extending the Venture Capital. One of the major
aspects in financing a firm or an enterprise is the due diligence to be carried out on the
credentials and other aspects of the promoters. By complying with KYC norms, taking
CIBIL ratings and credit reports, banks are in a better position to assess the credit
worthiness of the enterprises, thereby allowing SFAC a high level of comfort in
extending their VCA. The current arrangement of VCA-bank linkage takes care of
appraisal of the project, monitoring aspects of the units, as the financing banks
undertake regular monitoring of the units. In the absence of the bank linkage, SFAC
wonodt be in a position to monitor the end
end of the project period may be difficult.

4.6 Awareness onthe Scheme

The awareness with regards to scheme appeas limited both among the entrepreneurs
and bankers. Out of the total responses of the entrepreneurs, the information about the
scheme was given byempanelled consultants of PDF in 35 cases i.e about 56% of the
cases. In about 19% of the cases, the information was obtained from friends/ chartered
accountants/other industrialist s. The internet had been the source of information about
the scheme for9% of the entrepreneurs. Therefore, the PDF has played a very important
role in popularizing the scheme among the existing and potential agri- entrepreneurs.

In about 73% of the banks there is no awareness about the scheme while in the
remaining 23%, some awareness with regards to the scheme exi#, that too mostly at
the controlling office level. The absence of projects from producer organisations, dairy
and poultry sector under the VCA scheme could be largely due to lack of awareness.
When dairy and poultry sector were covered earlier under the VCA scheme operated by
NABARD, such units were not eligible under the VCA scheme of SFAC. This scheme
was later converted into a subsidy schemei Dairy Entrepreneurship Development
Scheme. However, the entrepreneurs may not be aware of the changes made in the VCA
scheme of SFAC, wheein dairy and poultry sector units have been made eligible for
assistance now.
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4.7 Cluster Level Observations

A total of 16 purposively selected units of geographically concentrated activities, in three
clusters were studied. These clusters are GuaGum Cluster in Rajasthan, Cashew Nut
Cluster in Karnataka and Raisin/ Grapes in Maharashtra. Five units of Guar-gum
located in Jodhpur district of Rajasthan, 06 units of Cashew in Udupi and Dak shin
Kannada, and 05 raisin/grap es processing units in Sangli and Nasik districts of
Maharashtra were covered. However, only one out of the five raisin/grape processing
units have started commercial operation as the other four are at different stages of
construction. Therefore, the cluster level information in res pect of grapes could not be
compiled from all the units. The findings are presented as casestudies in the boxes
given below:

Cashew Processing Cluster - Udupi & Dakshin Kannada in Karnataka

Background

Total of 35 agribusiness units were set up in Karnataka which received VCA assistance, out of which
23 industries were cashew processing units. Total VCA sanctioned is Rs.661.93 lakh and share that
went to cashew processing is Rs.329.45 lakh which is 50% of the total sanctioned VCA of Karnataka.

Current Profile of Cashew nut Processing ABUs

The cashew processing units established in Karnataka depends on import other than procurement
from the local cashew farmers. The locally grown material accounts for only 10% of the total raw
material consumption, as the locally grown raw material availability is restricted to less than three
months (March to May ) due to its seasonal availability. The remaining 90% of the raw materials are
imported from the African countries throughout the year. The limited procurement of locally grown
cashew is further restricted due to replacement of cashew crop by rubber plantation and fall in prices
of cashew after 2008 -09. Thus cashew processing in Udupi and D. Kannada are primarily and
predominantly import driven. The total production capacity of six cashew processing units is about
5848 MT per annum and operates throughout the ye ar (Average. 975 MT/unit)

Impact

The impact in terms of backward linkages with farmers are only to some degree, but the setting up of
industry has been able to generate significant off -farm employment opportunities for rural women of
the surrounding vill ages. The total number of employed women in both skilled and unskilled category
is 6563 with average of 109 employees per cashew ABU. The women are able to get employed for
atleast 300 days in a year. Considering the estimates, total employment of 1.96 lakh man-days have
been generated. The women are able to earn an average wage of Rs.300/- a day against the earlier
wages of Rs.100/- a day for maximum of 120 days. Thus there is substantial increase in the income of
employed rural women in the industry as com pared to the locally employed persons. Extrapolating
these data for the 23 cashew industries, the total employment generated is about 7.5 lakh man -days
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Other Benefits

The industries have been able to organize themselves under the formally registered association called

disseminate information regarding any development in cashew industries among its members. The

association is also functioning as networking agencies with different government and non -
government bodies, business associations etc., for the development of cashew nut industry in the
region.
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Karnataka Cashew Manufacturing Association (KCMA). The association is functional and |
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