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EXECUTIVE  SUMMARY


The Indian fruit & vegetable processing industry in India bears a highly fragmented structure as a large number of units belong to the cottage/home and small scale sectors. As per available statistics from the Ministry of Food Processing, Government of India, the total number of organized sector fruit & vegetable processing units licensed under FPO exceeds 5293. The industry is still in a nascent stage of development but there is a huge potential for growth considering the steeping growth rates being experienced lately by the industry. Private final consumption expenditure (PFCE) on fruit & vegetable products aggregated Rs. 2,040 billion in FY2006, accounting for around 10% for total PFCE in the country. 
The earlier UNIDO intervention in the Pune fruit & vegetable processing cluster focused mainly on bridging of the knowledge and information gaps in various laws and legislations related to food industry for enhancing their markets. This had inevitably culminated into lack of the desired use of testing & analysis facilities. The initiative revealed a lack of a dialogue process with the government agencies on regulations/laws related issue due to fragmented associations/bodies. So an umbrella organization named COFIT was created for wider representation. A lack of reliable & independent testing and analysis facilities was also noted for monitoring subsequently during consultations with the authorities, and for which NAFARI was created.

The current intervention for BDS development is on the other hand, a much wider attempt to solve the cluster issues. An attempt under the project will be made to take up those BDS development issues which have an intrinsic relationship with the growth of the fruit & vegetable processing units in the cluster. BDS development, therefore, under the project prognosis will be a gamut of initiatives which have either a cost saving effect on the cluster products and/or have a direct or indirect market expansion impact. 

The Pune fruit & vegetable processing cluster consists of around 550 units mainly located in District Pune and the Panchgani, Mahabaleshwar tracts. The cluster is endowed with vast tracts of arable, agricultural land in the Pune district as also in Satara and Nasik districts providing it with ready availability of fresh raw materials. Pune District and Panchgani-Mahabaleshwar are thriving hubs of Food Processing units due to local demand impulse in Pune emanating from changing life styles giving way to ready to eat  off the shelf products. Proximity to urbanized markets such as Mumbai, Nasik, Nagpur, Aurangabad etc. and connectivity to JNPT (Jawaharlal Nehru Port Trust, Navi Mumbai) for exports etc. are some of the other positive factors that have provided this sector an additional growth impetus. Exports are quite small as compared to the domestic market and there are hardly 25-30 firms into direct exports. 

The total turnover of the Pune fruit & vegetable processing sector is around Rs. 850 crore which is about 48% of the total turnover of the food processing cluster in Pune. The sector is a major employer of manpower within the Pune food processing cluster with an employment level of around 13000 constituting about 44% of the total manpower in the Pune food processing cluster. 

The spices & pickles segment with about 65% share in employment within the sector is the major employer. The share in this segment is buoyed up due to the inclusion of Lijjat Papad in this category, which has a huge household women labour force on its rolls. Given the natural orientation of women to food products, there is a perceived need for higher women labor employment in the cluster. As per a recent MCCIA study, the ratio of male to female workers in the industry is at around 2:1, though in the spices & pickles category, the same is found to be nearly reversed at 0.4:1. Only in the laboratory related jobs, the proportion of women has been found to be higher.

A major feeling is that the local markets based growth cannot carry the cluster units very far in pursuit of larger share of value added products and alternative markets is the need of the hour as a medium term strategy. Currently, only a select few firms have their presence at the state level and a very small number have a national reach. The small/micro size of a large chunk of the cluster units is yet another reason for evolving unique strategies which can induce growth impulses for these units within the cluster through lateral/ horizontal cooperation.

A chronic lacuna facing the Pune cluster is the issue of developmental cooperation. Stakeholders are generally caught in low turnover & growth spiral and the vision to look beyond one’s neighbours for a bigger piece is found missing. Lack of a joint cooperation and trust has led to absence of successful business strategies within the cluster. Rarely smaller units are found to be suppliers to the bigger units within the cluster which can obviate their need for going into expensive quality and testing operations. There have also been little linkage synergies with the backward supply chain with the result that assured supply of the required standard of raw material has been found wanting. Infact, linkages ensuring complete post harvesting infrastructure are one of the bare necessities for cost competitiveness of this cluster in wider markets. 

The associations have been providing technical, marketing, training, advisory and legal services to its members on a highly skeletal note. A general impression carries that business associations have been playing a rather minimal role in the new liberalized scenario, and the diagnostic survey has revealed that only 12% of the Pune cluster firms rely heavily on the association & other support institutions for its guidance on markets, new business laws, new business ideas etc.  Infact, the weak networking linkages among the cluster players and the absence of a proper cluster association, except Maharashtra Papad Manufacturers Association and Maharashtra State Masala Producers Association, is one of the major missing factors in the cluster market development. 

The Pune fruit & vegetable processing cluster has a number of providers of business development services offering different types of services such as management, marketing, accounting, legal advice, food consultants, certification agencies, transporters, suppliers, cold storages, advertising and others. The BDS market is however still very weak on both the supply and demand sides. 

The Banking & Financial services are the most widely used services by small & medium firms followed by transportation & testing labs. The low-tech nature of the cluster is reflected by only a small percentage of firms using regular machinery suppliers/manufacturers & computer supplier services. Semi-automated and automated machines are used only by select large/medium units. Similarly, only a small percentage of firms are utilizing the services of marketing agencies & food consultants. Packaging material supplies are one important service used extensively in the cluster. The prominent BDS used by the micro firms include packaging, training services, & machinery suppliers followed by marketing consultants & agencies. The least used services by micro firms are those of Bar coding, cold storage chains & food technologist which indicates their cottage & household nature of manufacturing,  catering to the local markets.

Raw Materials availability at reasonable prices is a major problem. Because of a lack of a proper backward supply chain infrastructure, there is a lot of wastage and pilferage in raw materials leading to wide fluctuation in their prices which squeezes the margins of small & micro firms in a highly competitive market. Since these firms source mainly from the retailers and also through the hawkers, high retailers' margins become an additional cost to them. The reason is their inability to stock on account of lack of sufficient credit. Sensitisation of the banks on such issues can be major cost cutting breakthrough for these firms. Besides, a common intermediary sourcing organization can be brought into play so that these firms can either source from the farm gate through contract farming or through wholesale markets.


Pune has a number of large capacity cold storages, mostly running run much below their capacity levels most of the year. However, these are technologically suited in terms of temperature requirements for storing Grapes, Onions, and Potatoes and related products. So during the season of such crops these cold storages are full for around 3-4 months in a year, while rest of the year about 80% of their capacities go unutilized.  This leads to high cost of these services not really affordable by small units. Food and Technology Consultants’ role in this domain will have to be brought in through proper sensitization of the issue. 

Cluster entrepreneurs currently rely mainly upon embedded or referral services for marketing information, so there is a lack of professional value addition through these services in terms of outreach to global markets. There is a deep concern in the exporters that merchant exporters provide low margins to the manufacturers and pass on all the rejection share to the manufacturer. Export is mostly indirect. The cluster firms making low end processed products like fruits pulps and basic vegetable processing like simple dehydrated products can be linked as backward supplying units for the medium and large cluster firms into higher end products. 

Overall, there has been lack of relevant marketing and export consultancy BDS in the cluster for expanding in the domestic & international markets. Currently, there are about 100 food consultants in the cluster but barely 12-15 of them provide a complete range of services of which marketing consultancy is an important facet. So differentiated supply of services in the desired range is not forthcoming from them.
Packaging has become important for showcasing the quality with market linkage of the retail chains appearing to be the preferred marketing strategy. Low grade packaging of Pune firms erodes the quality and nutritional value of the products resulting in their low marketability  and poorly propagated brand  value. 
Since the micro & small units are unable to track the regulatory changes, there is ignorance on procedural, compliance, and penalty related changes brought in by Food Safety & Standards  Act (FSSA). Therefore, there is an imminent need for awareness and capacity building programs covering salient features of the law and other procedural changes, particularly, PFA Vs FSSA. Shallow awareness on regulatory/legal issues has also curtailed market expansion for these firms. Many of the pan-national distributors and stockiest would shirk from taking the onus of canalising the products which have not complied with such regulatory standards because of the market risks attached to selling such products. Training and sensitization on such issues is, therefore, also a foremost concern for marketability of cluster products in other domestic markets. 

Lack of adequate Training Institutes and the range of courses provided in the existing institutes is another major area requiring attention under the project. Lack of formal training for the entrepreneurs and the supervisors and/or masters is quite a handicap in development of manufacturing best practices and quality products. The cluster lacks institutions like a specialized ITI in food processing as a result of which, a suitable labor force minimally sensitized to Good Hygiene Practices and skilled in value addition processes in food processing is difficult to get. Moreover, untrained supervisors/masters act a weak link between the entrepreneur, food technologist and the labor which is crucial. Central Food and Technological Research Institute based at Mysore can prove to be an effective support organization in providing consultancy services and can provide a branch running in the city. 


There are only few private laboratories that carrying out upper end tests needed for exports as also domestic markets. However, most specialized tests cannot be undertaken in Pune as none of the laboratories are equipped with the necessary equipments. NAFARI is perhaps the only institute which is providing a full range of testing and analysis services. There are a few other private labs but they provide limited services and their pricing level is monopolistic with respect to many scarce services which makes them unaffordable for small and micro firms. 
The Certification consultants and agencies are also in short supply with not more than 10-12 certification agencies and quality consultants in Pune and as compared to the growing demand the number falls much short of the requirement. There is also a lack of adequate facilities in Pune cluster for training in hygiene, HACCP, and risk management etc. Moreover, existing consultants are an expensive proposition for MSMEs due to short supply.
A unique bottleneck faced by Pune units in marketing their products outside Pune pertains to getting the FPO (Food Products Order, 1955) authorization. The FPO office is located in Mumbai. The medium & large units have their agents/sub-offices in Mumbai for liaison work, and it is the smaller firms which suffer in approaching FPO office for its license, as they do not either have sub-offices or some agency arrangements at Mumbai. A via media will have to be worked out.

The locally supplied machinery from Pune is mostly unbranded and without any guarantee which becomes a cost to the processing companies in case of any eventuality. Maintenance services of these machinery products are also much to be desired. So quality of service is a major issue for such BDS which is why many units source their requirements from other major distant cities. As regards ICT low usage, sensitization & training programmes followed by pilot interventions on supply chain management and inventory control management for medium firms to begin with appears to be an ideal solution. 
The packaging materials supplied in the cluster  is of poor quality. Packaging material is a high cost and a strategic proposition as almost 35-40% of the total sales turnover is ascribed to this factor. So many processors source this from other cities. Smaller firms have to make do with local but poor quality material which affects their marketability. Lack of canning industry in Pune has resulted in processors (mainly exporters) sourcing the cans mainly from the Mumbai markets. This erodes their competitiveness in global markets. The services of Bar-coding printing/labeling services are available in Pune only and this works to the disadvantage of the firms operating outside Municipal limits.
The BDS services are impacted by a  lack of demand, lack of supply and absence of institutional super structure. There are services such as Information & Communication Technology as well as Development of new products for which there is no manifest demand in the cluster. Both of these services are critically important for the competitiveness of the cluster. Currently, awareness about the use of new ICT tools and solution for complete value chain are completely missing. Similarly, development of recipe for new products is not conducted scientifically. These are traditionally memorized and highly personalized. In the absence of modern kitchen in the cluster such recipe development work is even difficult to take up. In areas such as marketing, raw material, food technology, and packaging material suppliers, though there is sufficient demand to utilize BDS services, the availability of such BDS  services is either missing or limited resulting into deficient supply. Quality BDS have a weak demand due to unaffordability. From the other side again, the the supply is low as potential market is not visible to the service providers in an underdeveloped market. Finally, there is complete absence of proactive cluster level association. In such a situation availability of common modern/ advance training and analytical facilities is missing from the cluster.


The demand and supply side interventions under the project will include increasing awareness and understanding of services; assistance in the development of service products, emphasis on quality issues such as  training consultants, improvement in qualification of service providers through training in skill upgrading, institutionalize referral systems, develop embedded services etc.

Growth and potential wise, the market for processed fruit & vegetable products from Pune cluster is vibrant. Many units contacted have shown a growth rate of 25-50% over the last two years.. There is also a huge growing demand for the frozen and dehydrated products which requires professional consultancy to be tapped. Growing export demand for the organic  food need quality testing and certifications. 

In the current scenario, when the prospects of implementation of  the Food Safety and Standards Act (FSSA) are looming large, the interventions may take the shape of sensitization & training on food quality and safety standards including HACCP. With FSSA implementation, training institutes for analysts/operators in testing/analysis labs will also be in great demand. In the backward supply chain, inadequacy of cold chain infrastructure erodes the competitiveness of the cluster units. Similarly the lack of Cleaning in Place (CIP) infrastructure needs to be set up in the rural areas as per global practice, of which training in cleaning, grading, sorting, packaging and labeling will be a critical area to be addressed.
The small as well as micro firms are more dependent on the referral & embedded sources for market linkages, a business strategy which can work only in a local market scenario. The firms will have to be sensitized on the need and urgency of using marketing consultants to come out of the local market syndrome which has so far resulted in a myopic growth outlook. The cluster portal will be an important tool not only for marketing purposes but also as an information repository as well as putting in place various business linkages from one end of the supply chain to another. 

There is a deep scarcity of training resources, for which the range of training modules of the existing institutions will have to be strengthened. Skill building has its impact on the product quality, and in a low margin & competitive scenario of this sector it is essential to have captive pockets through quality and customized products for market retention and curtailment of market risk. Banks in the cluster are also eagerly participating in the training scenario through their sponsored institutes. Three such institutes exist in the cluster. It is imperative that such resources be capacitated particularly in the backward supply chain where they are active, and such efforts are linked up with the existing financing schemes of the leading banks. Yet another of the important BDS issues to be looked into are environmental, mainly related to waste water management.

MAJOR ISSUES IN DIAGNOSTIC STUDY AND  INTERVENTIONS PROPOSED

	BDS AREAS
	MAJOR ISSUES
	INTERVENTIONS PROPOSED

	CLUSTER ASSOCIATION
	Lack of an associative relationship within the cluster
	Creation of a Meso Organisation - Creating of a new umbrella association for the cluster

	BROAD PARTNERSHIPS


	Lack of information and marketing networking, inadequate and untimely finance to processing units, lack of investment in cold chain infrastructure, dearth of export market consultancies on various issues, inadequate direct access to raw material markets for bulk sourcing, service & infrastructure deficiencies in quality, testing labs, and related training, and inadequate R & D facilities for tapping new markets
	Cluster Portal - Broad Partnership - Technology hosting on Portal

	
	
	Broad Partnership with NCDC - Finance to cluster units and cold chain infrastructure under Cooperative structure

	
	
	Broad Partnership with APEDA  - Training on export market issues, Subsidy for cold chain infrastructure, labs, and other infrastructure, and R & D Support; and export consultancy for portal

	
	
	Broad Partnership with MSAMB/Growers’ Associations -  for Raw material Supplies

	
	
	Broad Partnership with IIFT, New Delhi - Export market forecasting data, Export markets' information on portal, Trainings, WTO and environmental issues, IT softwares on agro-processing exports

	
	
	Broad Partnership with NAFARI - Overall Training & Quality Development

	
	
	Broad Partnership with CFTRI -  for R & D, consultancy, and training of trainers

	CLUSTER PORTAL
	Absence of a cluster portal as a marketing tool and information repository for the cluster
	Stakeholders' sensitisation on cluster portal, Creating portal as an information repository on food adulteration & additives, and on FSSA & other regulatory requirements, Matchmaking of subcontracting arrangements, Creating networks in export markets, Internet marketing, E-exhibitions, and Llnking of the backward supply chain thru the portal

	BACKWARD SUPPLY CHAIN
	Dearth of sorting, grading, cleaning infrastructure, high cost raw material procurement making pdts uncompetitive, and lack of HACCP conducive (organic) raw material supplies 
	Sensitisation on bottlenecks in raw material supplies, Training of intermediary operators, Setting up of pack houses in rural backyard, Sensitisation of APMC  on raw material prices, Pilot initiative on sensitizing farmers on organic farming and then linking them to select processors through contract farming

	LOGISTICS
	Inadequate cold chain infrastructure affecting production and marketing schedules andstructure ultimately impacting profit optimisatrion
	Stakeholders' sensitisation on Cold chain issues, Conversion of cold storage(s) services into storage cum distribution facility (and arranging finance), Increasing IQF facilities (and arranging finance), Synchronising technology availability for product storage in cold storages (& arranging finance), Arranging finance for smaller cold storages in rural areas, Pallatisation of transport facility, Increasing supply of transporters, Increasing supply of refrigerated transport fleet in Pune

	FINANCE
	Inadequate and untimely working capital finance, lack of sensitization of bankers on fruit/vegetable processing issues like technology and finance requirements (particularly seasonality aspect), and collateral based financing adversely fund flow from banks to MSMEs
	Improved Working capital finance for firms – sensitization as well as training & capacitation of banks, transparent discussions on other financing problems of the cluster units thru Banker-Borrower interface meetings, Capacitation of small firms in Loan proposal documentation for small firms, Study of micro firms problems, and sensitization/training of banks on shifting to receivables based financing

	TECHNOLOGY
	Lack of branded and good quality machinery and irradiation facilities, and non-awareness in the cluster on environmental, and wastewater issues
	Creating Irradiation facilities for cluster firms (and arranging finance), Branding of a local machinery suppliers thru a pilot initiave, Creating markets for local machinery suppliers via building linkages for new processing firms, and sensitization workshops (and arranging finance) on Wastewater recycling

	MARKETING
	Lack of reachout to  wider domestic and export markets, efforts required for tapping the emerging marketing potential to the retail chains, limited marketing outreach due to inadequate branding and advertising strategy, Poor quality packaging material available, and Lack of supplies of food consultants in marketing
	Sensitisation  workshops on Domestic marketing,  Increasing marketing of small firms thru marketing agencies, Promoting Single brand name for micro firms, Developing linkages of the cluster with the retail chains, Sensitisation workshops on branding for cluster firms, Establishing market linkages for small firms as suppliers/sub-contractors to regional processing firms, Organising Exhibitions/exchange programmes for matchmaking thru marketing consultants, Pilot initiatives on quality packaging material supplies, and on canning material supplies, Creation of a labelling cum bar coding supplier in Panchgani, Sensitisation workshops on Export marketing, Instituting indirect methods of quality certifications for small firms promoting exports through a canalisation agency, Capacitation/sensitisation of existing food consultants for developing cost effective export market consultants, Capacitation of two local distributors into distributors for other domestic markets

	QUALITY
	Lack of awareness on quality issues, limited quality certification agencies, Lack of access of small units to FPO office in Mumbai, inadequate testing & analysis labs and full range of services lacking 
	Sensitisation on bottlenecks in quality issues, Pilot initiative for increasing demand for quality certification, Providing quality certification services for outside Pune firms, Creating an agency cum consultancy arrangement for FPO licensing, Capacity building of local lab full range facilities for specialised testing / analysis Iabs, Increasing the scalability for local labs, Accredition of Pune testing labs.

	TRAINING
	Lack of training and skill upgradation infrastructure, lack of awareness on legal/regulatory infrastructure, training facilities for trainers in testing/analysis labs absent,  and inadequate training for micro firms in packaging and product development
	Sensitisation on skills & training issues in the cluster, Instituting Food related training programmes with local institutions, Training on cleaning in Place (CIP) infrastructure, Training of micro firms in Packaging, Training in ICT for small/medium firms, Training on skill building in ICT for micro firms, Awareness/ training programmes on legal and regulatory changes, Training institute for trainers / processing technicians (and arranging finance), Training workshops for small firms on International quality management concepts, Training micro firms in quality concepts & product development, Training workshops on promotional & good packaging practices, Training workshops on marketing strategies for the firms, Training workshops on new emerging demand for exporters, Training and Capacity building of existing training institutes, Training of the rural processing firms

	EXIT STRATEGY
	To ensure sustainability after exit of the facilitation agency from the project
	Consolidation of activities and Building Exit Strategy, Working on a Future Road Map, and  Handing over the project deliverables and further onus of facilitation to a Meso Organisation or Intermediary Organisations/ Project Partners.


CHAPTER: 1   METHODOLOGY AND OBJECTIVE
1.1 Background
Cluster development processes hinge upon productive business development environment which are capable of increasing employment & incomes in MSMEs by increasing their competitiveness. Relevant BDS offering demand driven products & services to MSME clusters have been observed to be enablers of growth & competitiveness converting them into financially viable and economically rewarding units. 

Hitherto, approach to BDS enablement has been proved to be generally unsustainable. Such approaches  provided in the form of subsidies or finance by the state, or directly assisted by donor agencies have not been successful due to limited outreach and implementation without a proper needs-analysis of the concerned SMEs/cluster. The renewed interest in BDS development for MSME clusters has its genesis in the latter strategy which charts a market oriented approach for BDS provision . The new approach, therefore, focuses on creating a demand oriented strategy for their development and sustainability. BDS markets have often suffered from imperfect competition due to lack of information flow on account of excessive dependence on external sources. It is important from the long run sustainability perspective of the cluster that BDS provision should focus on developing capacity and building the human and entrepreneurial capacities of MSMEs for increasing their self-reliance. Moreover, by involving the local service providers, particularly those, which are closest to MSMEs both geographically and socially, BDS development activity can result into one which is more effective and having a higher synergy level with the cluster activities.

BDS engagement with MSMEs and their sustainability is hampered as the latter are mainly concerned with transaction-related activities like book-keeping, filing tax returns and complying with local and international regulations while having little interest in long-term strategic services such as BDS which would have a future impact on their growth  but with no visible short-term results. Continuous evaluation too is lacking, which prevents the modification of services as required from time to time with changing market conditions. Further, the informal sector is ignored in the development process which is significantly instrumental in providing business services like finance to small enterprises in rural areas. 

1.2 Objective 

The diagnostic study aims is to map the market of Business Development Services, to device an action plan for  enhancing the access to quality services so as to  increase access in underserved market segments. This will help in outreach and competitiveness by institutionalization of BDS at cluster level under commercial conditions along with  cost effectiveness and improved satisfaction of local cluster actors.
1.3 Methodology 

To understand the different pressure points of the BDS development the diagnostic study conducted is based on the following methodology:

1. PACA (Participatory Appraisal of Competitive Advantage) analysis. The PACA involves a virtuous circle which is initiated with learning and growth interspersed with feedback from participants throughout the process. 

2. Case studies

3. Semi- structured questionnaire

A Primary Survey was  conducted in  Pune Fruit & Vegetable (F & V) cluster in the month of June and July 2007.  As a part of the study, a comprehensive semi structured questionnaire was administered to mid and upper management personnel of nearly forty three micro, small and medium scale firms. Besides these, twenty BDS including four technical Institutions, three support organizations and one local association was also studied. A list each of these firms and BDS is provided at annexures I & II respectively. 
To map the usage of BDS along the value chain of the firms 7 case studies were conducted. These case studies are based on one to one interaction with the owners of the firms and BDS working in the cluster.

PACA exercise was conducted to further validate the results of diagnostic study with the following stakeholders in the cluster:

Box: 1.1
	Stakeholder
	Nos
	Dates

	Banks
	7
	26 July 2007

	Firms
	18
	30 July 2007

	BDS
	25
	31 July 2007


4. Implementation

Various dominant associations/firms/Bodies etc. have the potential of influencing the project programme, and are instrumental in achieving a proper momentum for the project. These will be identified in the cluster by the Cluster Development Manager through bilateral meetings with the firms, industry associations and local support institutions. 
The implementation would comprise BDS demand propagation with the MSMEs mainly through sensitization workshops and cluster portal based activities, augmentation of BDS supplies through pilot initiatives to be replicated through market forces, and strengthening and capacity building of the various associations and organizations in case of BDS supplies where joint action is required.  
     5. 
Preparing an exit strategy  

After the intervention phase, a clear exit strategy will be evolved for the sustainability of such activities which will present the mirror image of the intervention logic. In principle in a mature market segment the matching grant for BDS transactions should be reduced to zero as continuation of subsidy constitutes a market distortion. After the formation of the Meso organization and other partners and their effective linkages with the BDS development established on a self sustaining basis, the requirement of handholding will no longer exist, and so the exit strategy implementation.

CHAPTER 2: SECTOR AND CLUSTER ANALYSIS 

2.1 Sector Analysis 

The food processing sector in India ranks fifth in the country and employs 16 lakh workers, comprising 19% of the country’s industrial labour force. It accounts for 14% of the total industrial output with 5.5% of the GDP. Its turnover is estimated at Rs.1,44,000 crore, of which Rs.1,11,200 crore is in the unorganised sector. 

India is the world’s second largest producer of food and has the potential to become the food basket of the world. The food production in the country is expected to double in the next 10 years, and the consumption of value-added food products will also grow corresponding to growth in its disposable incomes. Growth in this sector has the potential of bringing immense economic benefits by raising agricultural yields, enhancing productivity, employment generation and raising life-standards of a large workforce, particularly in rural areas. The liberalization of the economy and world trade, and rising consumer incomes further provides new opportunities for diversification and growth in the food-processing sector. The industry has started producing many new items like ready-to-eat products, beverages, processed frozen fruit & vegetable products, marine and meat products, IQF products, etc.

2.2 National Environment

India has a total annual production of horticultural crops touching over 149 million tones.  India today is the second largest producer of the fruits (45.5 Million tones) and vegetables (90.8 Million tones) in the world, contributing 10.23% and 14.45% of the total world production of fruit & vegetable respectively. Mango, Banana, Citrus fruits, Guava and Apple accounts for 75–80% of total fruit production in the country. It is also the largest producer, consumer and exporter of spices. 
Only 2% of fruits and vegetables is processed in India compared to up to 80% in many developing countries. The domestic consumption of value added fruits and vegetable products is very low compared to the primary processed food in general and fresh fruits and vegetables in particular which is attributed to higher incidence of tax and duties including that on packaging material, lower capacity utilisation, non-adoption of cost effective technology, high cost of finance, infrastructural constraints, inadequate farmers-processors linkage leading to dependence upon intermediaries.
The fruit & vegetable processing industry in India is highly decentralized. A large number of units are in the micro and small scale sector, having small capacities upto 250 tones/annum though big Indian and multinational companies in the sector have capacities in the range of 30 tones per hour or so. The prominent processed items are fruit pulps and juices, fruit based ready-to-serve beverages, canned fruit & vegetable, jams, squashes, pickles, chutneys and dehydrated vegetables. More recently, products like frozen pulps and vegetables, frozen dried fruit & vegetable, fruit juice concentrates and vegetable curries in restorable pouches, canned mushroom and  mushroom products have been taken up for manufacture by the industry. Since liberalisation and withdrawal of excise duty on fruit & vegetable products there has been significant rise in the growth rate of the industry. Number of F&V processing units licensed under FPO exceeds 5293. 
The domestic consumption of value added fruits and vegetable products is very low compared to the primary processed food in general and fresh fruit & vegetable in particular which is attributed to higher incidence of tax and duties including that on packaging material, lower capacity utilisation, non-adoption of cost effective technology, high cost of finance, infrastructural constraints, inadequate farmers-processors linkage leading to dependence upon intermediaries. The inability for market promotion is also an important reason for inadequate expansion of the domestic market. Other main reasons are economic (high cost factor) and also due to habit Indian consumers by and large prefer fresh fruit & vegetable.
2.3 Global Environment 

The commercial processing of fruit & vegetable in India is less than 2 per cent. This compares very unfavourably with countries like Malaysia (83 per cent), Philippines (78 per cent), Brazil (70 per cent) and US (70 per cent). Its share in the world trade of horticultural processed products is also miniscule, i.e., less than 1 per cent. India’s major exports are in fruit pulp, pickles, chutneys, canned fruit & vegetable, concentrated pulps and juices, dehydrated vegetables and frozen fruit & vegetable . 

The reduction in subsidies by the EU and US, however, are likely to provide new opportunities for exports of Indian processed food products over the next ten years of which the fruit & vegetable based food will form a substantial chunk. Supply chain efficiencies together with a focused market approach to enhance exports will be the keys to ensuring India's successful tapping of new product/market opportunities. India has the potential to achieve a 3% share in the world trade of agricultural and food products by 2015. India aims to garner 2% share of world exports by 2010 and 3% share by 2015. This implies an annual growth rate of 14% till 2010 and 15% annual growth from 2010 as tabulated below:
Box: 2.1
                                                                                                                                       In US Billion $
	Year
	World Exports*
	India’s Exports
	India’s Share (%)
	Growth Rate (%)

	2003
	522
	8
	1.5
	-

	2010
	770
	15
	2.0
	14

	2015
	1020
	30
	3.0
	15


*World Exports of 2010 & 2015 are projected on the basis of CAGR of 6% for the 5year period (1999-2003)

Source: Vision Strategy & action Plan for Food Processing Industries in India. Prepared by Rabo India Finance Pvt Ltd for Ministry of Food processing Industries, Government of India April 2005
2.4 Major Challenges, Constraints and Concerns

Despite policy initiatives, growth potential and significant achievements, there are major challenges and constraints for the fruit & vegetable processing industry as delineated hereunder :

· In India, the value addition to food fortification is only 7% compared to as much as 23% in China, 45% in Philippines and 188% in the UK. The small-scale and unorganised sectors account for 75% of the total industry.

· External liberalisation poses threats of stiffer competition under a new world trade order with WTO agreements relaxing quantitative restrictions and non-tariff/sanitary barriers on importing countries which exposes the Indian farmer to world market forces. So the food exports regime will be confronted by challenges of trade related Intellectual Property Rights, comprising patent laws, copyrights, trade links, etc.


· The inherent strength of high raw material production and large domestic market base has to be buttressed with operating processing units at optimum capacity levels as per economies of scale for achieving a competitive edge.. 

· Advances in bio-technology have enabled production of Genetically Modified (GM) foods. GM foods need be critically examined on their good and adverse impacts on human health.

· Taxes on processed food in India are among the highest in the world. No other country imposes excise duty on processed food (CENVAT 16%) and distinguishes between branded and unbranded food sectors for taxation. Besides there is sales tax, octroi, mandi samiti, entry tax and customs duty on material, levied by the Central/State/Local bodies. The net effect ranges from 21% to 30% on various food items. 

· Commercial R&D activities have scarcely emerged from the laboratory to be extensively adopted on the field and remained confined to only a few areas.  

· Indian brands have yet to acquire an image in the international markets because of poor global marketing. 

· Most Financial Institutions lack capacity to appraise hi-tech export-oriented projects. There are no suitable insurance schemes for such projects, most of which deal in export of perishables. In financing such projects the banks face considerable risk like credit risks. With new technology, the risk perception is higher than the existing one.

· The sector has been characterised by poor marketing, transport and communication infrastructure. The market density of fruit & vegetable is low and facilities for storage and cold chains in the hinterlands are woefully inadequate. Erratic and inadequate power supply, lack of roads, education and health facilities and no or low rural industrialisation accentuates the problems.  

2.5 Regional Background 

Food processing industries in Maharashtra consists of very basic processing, there are only few big integrated units in the State. The main processing industries in the Stare are in the sectors of Sugar, Milk, Poultry, Rice Mill, Flour Mill, Meat, Edible Oil, Vanspati, fruit & vegetable  units, Milk processing units etc. 

On the basis of various studies conducted by CII, Hindusthan Lever etc. on the production and marketing trend of the agriculture and horticulture produce in the State, rice, wheat, soyabean, jawar, grapes, pomegranates and mangoes are the main crops that are available in the Maharashtra for primary and secondary processes. Fruit juice pulp and concentrated units, Winery, Distillery, pickles, rice mill, flour mill, dal mill, soyabin extraction and refining units etc. can be set up in MIDC Industrial Areas. Similarly, there is a vast potential for development and setting up processing units for tomatoes, onion, cabbage, okra, cauliflower. 

Pune /Panchgani-Mahabaleshwar as food processing hubs

Pune District and Panchgani-Mahabaleshwar are thriving hubs of Food Processing units today. Pune/Panchgani- Mahabaleshwar is surrounded by vast tracts of arable, agricultural land and is known for its agriculture and agro-business. Proximity to urbanized markets such as Mumbai, Nasik, Nagpur, Aurangabad etc., changing food habits, cosmopolitan city profile, connectivity to JNPT for exports etc. are the factors that have given the required boost to make this segment a fast-growing one in Pune.

As per a recent MCCIA study, there are around 1700 "food processing units" registered with different authorities and many more units in the informal, unregistered segment. Of these around 1300 are “live” and about 800 are home-scale or cottage-scale industries whereas the rest operate out of "industrial” premises that are distinct from the home kitchen. These operate in a variety of segments such as milk and milk products, fruit & vegetable processed products, bakeries, confectionaries, spices, pickles, ready-to-eat foods etc.. Apart from these, there are also a number of suppliers, wholesalers, retailers, dealers and distributors involved in the logistics of the industry. There are a number of allied machinery and service providers that are important for the viability and working of this segment. There is also a significant presence in the packaged drinking water category.
2.6 Pune Fruit & Vegetable  (F & V) Processing cluster

The Pune Fruit & Vegetable processing cluster produces a range of products comprising semi-processed ready mix products, pickles, jams, jellies, squashes & syrups, Ready to Eat/Ready to Cook products ground & processed spices and papad. 

Location
The cluster has been identified as the F & V  processing units existing in the District Of Pune and others agglomerated in and around Panchgani- Mahabaleshwar.(DistrictSatara) 
Product Segmentation 

The products covered under these various segments (fruit & vegetable base) for the purpose of the diagnostic study are given below. 

· Spices & Pickles: This segment covers basic raw spices, spice mixtures (powders and pastes), pickles as well as papads. There is also a trend to move towards Ready-to-Cook Spice gravies or powders; which are also included in this category.

· Basic Fruit & Vegetable processing: Products such as dehydrated vegetables, vegetable and fruit powders, jams, sauces, purees, etc. are included in this segment. All products covered in this segment require an FPO license.

· Ready-to Eat (RTE)/ ready-to-cook products (RTC): Heat-and-eat products are classified as Ready-to-Eat or RTE products. These are in the form of cooked curries or frozen pulps, frozen foods on which no further processing is required. Ready-To-Cook or RTC products are those on which some final level of cooking is required before they can be consumed. Ready-to-cook spice mixes have been accounted for under the Spices category and not RTC because they are an ingredient rather than the final product.


Structure of the Industry

In terms of the size of the market segment, low income segment is estimated to be at least 3 times the size of the upper end of the market. The technology used, marketing channels employed, pricing of the product and packaging of the product is driven accordingly. In terms of geographical reach, the market for most manufacturers in Pune comprises of the city base while only a select few have their presence at the state level and a very small number have national reach. Exports are quite small compared to the domestic market. There are hardly 25-30 firms into direct exports. 

A strong linkage with the local consumer obviates the need for small and tiny units to advertise and promote their products formally. Also, there are no visible and easily measurable standards which necessitate special testing of the products by the technical laboratories. Brand consciousness among the local consumers is also low. 

2.7 Cluster Profile
No statistical estimates of the no. of units processing fruit & vegetable are known so far conducted through any of the published sources. The MCCIA study also talks of only the break-up of “Total Food Processing” in Pune district.  However, most oral interviews have revealed the following tentative guesstimates on no. of units within the defined geographical locations of this cluster :

i) Micro – about 400 units

ii) Small/Medium – About 150 units

iii) Total – About 550 units

The total investment in plant & machinery of Pune food processing industry is to the tune of Rs 300 crores of which 51 % is in the non F&V segment. 49 percent is accounted for by the F&V segment out of which 21% is in spices & pickles, 22% in F&V (basic) and 6% in the RTE/RTC category. Of the total investment in F&V segment 45% is accounted for by the F&V (basic) sector, and 43% by the spices & pickles. Total investment in Pune fruit & vegetable sector is around Rs. 147 crore.
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Fig. 2.1
Of the 48% turnover accounted for by the F&V segment of the cluster 69% comprises of spices & pickles, 23% of F & V  (basic) and remaining 8% of RTE/RTC categories. Out of the whole Food Processing sector turnover in Pune, fruit & vegetable (basic) comprises 11%, spices & pickles 33% and RTE/RTC 4% (fig. 2.1 above). The total turnover of the Pune F & V  sector is around Rs. 864 crore.
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Fig. 2.2
Similarly the total F & V processing segment employs about 44% of the total manpower employed by the Pune food processing cluster. Of the total employment in the food sector, 56% is in spices & pickles sector, 29% in F&V (basic), 10% in RTE/RTC sector, and remaining 5% in the non-F & V segment (fig. 2.2). According to MCCIA study, the total employment in Pune F & V cluster is around 13000 out of a total employment of around 30000 in the overall Food Processing cluster.

There is also a very low presence of women workers in the industry. It is only in the spices category that healthy representation of women labor can be found and this result naturally has to do with the fact that Shri Mahila Gruha Udyog Lijjat Papad was included in the spices segment.

2.8 Overall competitiveness of the cluster 
As per a recent MCCIA study on the “Pune Food Cluster”, 64% of the units are proprietary concerns, 17% are partnerships, around 8% of the units are Private Limited companies and 1% is Public Ltd. Companies. The micro units are almost entirely proprietary concerns in the Pune Food Processing Industry. Public Limited companies are only few among the medium/large scale units. With most products being bought and sold as commodities in the local market by the smaller (small & cottage) units rather than branded, differentiated and quality based products, price competitiveness and meeting of local requirements are major marketing factors. Such value additions are not that important in a low price market.
Growth and potential wise, the processed F & V industry in Pune is vibrant.  The ratio of the processed F & V manufacturers to the raw material suppliers is around 60:40 which itself speaks for this fast growing industry.

Institutional Set-up in the cluster

A number of government institutions and associations exist in Pune catering to the needs of this industry. Some of the major institutions are as under :

1. Maharatta Chamber of Commerce & Industry:

Established in 1934 MCCIA is recognized as one of the most prominent chambers of India at the regional level. The chamber provides services to its members in the form of assistance and advice, and also represents the views & interests of the business community at the state and central government levels. The association has a separate Agri-Business, Environment, and Bio-Technology Cell operating in this segment.


2. Public Health Laboratory:

PHL is a Government laboratory based in Pune with the primary role of undertaking tests on behalf of the Public Health departments that monitor the quality of water supply and samples drawn from the food manufacturing units. It also undertakes testing directly on behalf of the entrepreneurs at a nominal fee. It has a very strong testing and analysis infrastructure.

3. Maharashtra State Institute of Hotel Management & Catering Technology:

Set up in 1974 the institute offers full time training programs in hotel management and catering technology, Travel & Tourism', minimum competency vocational courses in Cookery, Bakery and Institutional housekeeping. Besides, a one year diploma in housekeeping and Front office management, it also undertakes community polytechnic projects, sponsored by the Government of India for upliftment of rural community through transfer of technology, manpower development, training, technical services and dissemination of information.

However, the interface between the agribusiness community and the institute through consultancy, training and information dissemination appears inadequate. 

4. Community Food & Nutrition Extension Unit:

This unit provides training to the local persons especially women from rural and urban areas for starting their own enterprises for manufacturing food items at household level with a view to supplement their incomes. Demonstration is given for making pickles, chutneys, tomato ketchup, jellies, jams, squashes etc.

5. Maharashtra Papad Manufacturers Association:

This association came into being during late 1995 with the objective of lobbying with the state government against imposition of sales tax on Papad. 

6. All India Food Preservers Association
7. Maharashtra State Masala Producers Association

8. All India Food Scientist and Technologist Federation
9. NAFARI (National Agriculture & Food Analysis & Research Institute)

The National Agriculture & Food Analysis & Research Institute was set up jointly by MCCIA (Mahratta Chamber of Commerce, Industries and Agriculture) and COFIT (Consortium of Food Industries & Trade) and registered as an autonomous non-profit organization registered U/s 25 of the company’s ct 1956. It is mainly into training and tests & analysis and is accredited by NABL, Dept. of Science & Technology, and GOI. Currently it has around 250 clients. NAFARI is the only Institute which is providing a full range of testing and analysis services.  There are few other private labs but they provide limited services. 
A Case Study

Box: 2.1

	NAFARI

With the coming in of Food & Safety Standards Act 2006, certifications like nutritional labeling will become necessary which may lead to a mushrooming of such labs.  NAFARI is therefore planning to expand its training facilities for food lab specialists (operators and analysts) but suffers from financial constraints. Some firms like Akash Agritech did try to collaborate with NAFARI for this institute by share funding but it came a cropper with MCCIA and some other important stakeholders. The idea was to provide marketing and consultancy training institute along with training through pilot plants and model kitchen facility. The issue of funding infrastructure building and pilot plants for training can be covered within the ambit of this project. 

Such a training institute can be instrumental in regular & adequate supplies of testing experts, production and quality control experts. The skilled staff of NAFARI is recruited from local colleges like SNDT and Pune university with background in Microbiology and Chemistry. Such staff is abundantly available in Pune. However, this staff is expected to be trained for at least a year before they are equipped to carry out the tests successfully. So there is a dire need of one professional training institute for training not only the operators and analysts for local labs but also conducting short term training courses for the skilled staff being currently utilized by the existing labs and firms. Apart from general tests and analysis provided by them (most chemical/microbiological parameters, toxin, pesticide residues, vitamins, trace elements etc.), currently, the following specialized tests and training are provided by NAFARI :

a) Training on hygiene related issues to small and medium firms

b) Training on technical know-how to specialized and skilled staff like ITI trained persons

c) Training for home science graduates

d) Testing of genetically modified food substances and adulterants

e) Testing portability of water for medium firms;  though small firms are also interested in this, ability to pay becomes an obstacle for them

f) Setting up in-house labs

It also provides consultancy services on product development & packaging, and runs a mobile sample collection facility from site.


10 MAEER'S MIT College of Food Technology

The college has introduced a course in Food Technology (B.Tech.) which is an amalgamation of Science, Technology, and Education pertaining to the Food Sector.
11 College of Agriculture, Pune 

The college has a separate Horticulture department under which there is a distinct functional head (Associate Professor) for food processing. The department conducts training (agri clinics) of various farmers’ clubs for various backward supply chain activities particularly semi processing related.
12 Maharashtra State Agricultural Marketing Board (MSAMB), Pune
The MSAMB, Pune was established on 23rd, March 1984, under section 39A of Maharashtra Agricultural Produce Marketing (Regulation) Act, 1963. MSAMB is having an important role in developing and coordinating agricultural marketing system in  Maharashtra Its main functions include to co-ordinate the functioning of the Market Committees including programmes undertaken by them for the development of markets, management of propaganda/ publicity relating to marketing of agricultural produce, to grant subventions or loans to Market Committees, To arrange or organise seminars, workshops, exhibitions relating to agricultural marketing & giving, and to provide training to members and employees of marketing committee. 

13 Directorate of Horticulture, National Horticulture Mission (NHM), Pune
This state government directorate functions under the National Horticulture Mission. It carries out execution, monitoring and evaluation of various centrally sponsored and state sponsored scheme in the state . It also conducts survey of area/production of horticultural crops, decide strategy for sectoral development of horticulture, promotes agro-based industries, works as linkage between agricultural universities and farmers for the transfer of technology, and conducts trade fair, crop shows, exhibitions, workshops, educational tours etc.
The Government of India pays focused attention for the overall development of horticulture in the country by launching a National Horticulture Mission in all states of the country.
14 National horticulture Board, Pune Office
The National Horticulture Board (NHB) is involved in the development of high quality horticulture farms in identified belts and make such areas vibrant with horticulture activity which in turn will act as hubs for developing commercial horticulture Development of post harvest infrastructure, strengthen market information system and horticulture data base, assisting Research and Development programmes to develop products suited for specific varieties with improved methods and horticulture technology, providing training and  education to farmers and processing industry personal for improvement of agronomic practices and new technologies are also being pursued by the Board. It also provides Capital Investment Subsidy Scheme for Construction/ Expansion/ Modernization of Cold Storages and Storages for horticulture produce.
Besides the above mentioned technical institutes, there is SNDT Women's College and Pune University running courses in Home Science, M Sc (Bio-Chemistry & Chemistry). Passed out students are invariably recruited in the local Food Processing industry.
2.9 Cluster Linkages
The structure of food processing industry in Pune is highly heterogeneous in terms of the range of products, technology used, problems faced and facilities required therein. The level of organization, type and strength of linkages that exist within the various processing units do not reflect cohesiveness among themselves. Some of the other important characteristics of the industry are highlighted below:

a) Absence of subcontracting :

Sub Contracting  leads to mitigation of market & risk on the raw material side. F & V products being perishable in nature require processing under controlled parameters which are best carried out at one set of premises. The medium scale and upper end of the small scale units manufacturing instant mix powders, custard powders and spice processing have therefore linkages limited to supply of preservatives, additives and packaging material. The other possible areas of sub contracting linkage include cleaning and cutting of raw material such as cereals, fruits, vegetables and spices, which the entrepreneurs do not believe substantially reduce costs. So most units get processes done in-house rather than from the smaller units.

b) Lack of  co-operation:

The business dynamics of the smaller and tiny units also do not reflect the need to cooperate on process parameters. The units producing pickle, tomato ketchup, jams and jellies all undertake processing within their own premises with little or no affiliation to the other smaller and tiny units. The domestic and external market pressures have also not been conducive to developing linkages for joint marketing. The only exception to this exists in the case of papad manufacturing, undertaken generally at the own premises of the workers themselves from the prepared dough that is provided from the centralized premises of the unit. The finished product is then packed manually in the centralized premises in simple polythene sheets and then marketed through appointed agents who directly transport it to the institutions and retail shops on cash basis. 

c) Absence of raw material standardization:

Very few units have developed linkages with the farmer to get assured supply of the required standard of raw material. There is the need to not only develop linkages with the raw material supplier but also ensuring complete post harvesting infrastructure necessary to keep the produce in a standardized form which is cost efficient to the industry. This is important in order to ensure uniformity in the taste and quality of the final product.

Rarely the associations provide technical, marketing, training, advisory and legal services to its members which is mainly due to lack in faith among the office bearers who would corner away any such benefits that the members may seem to get in future. 

D) Cluster Map
There are eight main stake holders in the cluster namely BDS firms, BMOs, Banks, retail chains and marketing organizations, National support organization, Analytical Labs and Legal governance system.
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Fig. 2.4
2.10 Previous Interventions in the Cluster: Key Learnings
The earlier UNIDO (United Nations Industrial Development Organisation) intervention in the Pune F & V  processing cluster focused mainly on bridging of the knowledge and information gaps regarding the various laws and legislations related to food industry which inevitably culminated into lack of the desired use of testing & analysis facilities for enhancing their markets. The initiative also revealed a lack of a dialogue process with the government agencies on regulations/laws related issue due to fragmented associations/bodies. So an umbrella organization named COFIT was created for wider representation. A lack of reliable & independent testing and analysis facilities was also noted for monitoring subsequently during consultations with the authorities, and for which NAFARI was created.
A Case study

Box: 2.2
	UNIDO Initiative in Pune Food Processing Cluster

When UNIDO started a project (1998) to support the food processing cluster of Pune, local entrepreneurs indicated that the stringency of the Food Adulteration Act was the greatest obstacle to the growth of the cluster. Consequently, their major request was to relax the legislation and grant them exemption from audits. As the cluster diagnostic study advanced and included local governments and providers of business services, especially product testing facilities, a more complex image of the cluster became apparent. Institutions believed that local entrepreneurs did not adequately value the importance of product safety and that they were excessively reliant on traditional operating practices to understand the use of modern testing equipment. 


UNIDO, therefore, undertook an intensive awareness-building initiative – through bilateral as well as group meetings – to help various cluster actors to share their perceptions, refocus their problem analysis and identify in greater detail what prevented Pune entrepreneurs from making use of existing testing facilities to meet government regulations. As a result, the majority of cluster entrepreneurs were prepared to admit their ignorance about the law and their inability to keep up with its continuous amendments. When this issue was further discussed with local service providers, the focus increasingly shifted towards the need for an information point within the cluster where all relevant legislation could be consulted. 

Furthermore, it emerged that the cluster producers lacked any opportunity for dialogue with the food regulation agency at the federal level because of the intense fragmentation of their representative associations. As a result, the demand was increasingly raised for the establishment of an umbrella organization with sufficient critical mass and representation to liaise directly with New Delhi. The consultations also disclosed that the lack of sufficiently reliable and independent testing facilities reduced the capability of local producers to monitor their compliance. This realization led to a broader demand for the creation of a technical centre in Pune and helped introduce the producers to the more general issue of quality control.


Source: UNIDO, Development of Clusters and Networks of SMEs: the UNIDO Programme (2001)
2.11 Categorywise BDS usage

To understand the current BDS usage in the cluster, two separate surveys of small & medium and micro enterprises gave the following results :
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Fig. 2.5
a) Small & Medium enterprises :

Based on our survey findings, the type of BDS used (fig. 2.5) in the Pune F&V cluster reveals that banking & financial services are the most widely used services by firms. This was followed by transportation & testing labs. The low tech nature of the cluster is well reflected by the small percentage of firms using regular machinery suppliers/manufacturers & computer supplier services. Packaging material supplies is another important service used extensively in the cluster. The local clientele catering nature of the cluster can be noticed from the small percentage of firms utilizing the services of marketing agencies & food consultants. 
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Fig. 2.6
b) Micro enterprises : 
A sample survey of micro firms was also undertaken for the Pune F&V cluster. The prominent business development services used by the micro firms include packaging, training services & machinery suppliers. This is followed by marketing consultants & agencies. The least used services are those of Bar coding, cold storage chains & food technologist. This could be an indication of the fact that the micro firms are predominantly cottage & household units catering to the local markets.

CHAPTER 3:  VALUE CHAIN OF FRUIT & VEGETABLE PROCESSING

The Value Chain in the F & V Processing cluster in Pune goes through many stages. Detailed value chain product movement and incremental value addition at each stage in the value chain is given in fig. 3.1 and 3.2 separately for fruits & vegetables. Major steps in the value chain have been described in seriatim as under :
i) Farmers

ii) Pre-Harvest Contractor/Consolidator

iii) Traders/Wholesalers

iv) Retailers

v) Cold Storages

vi) Transportation (Raw materials)

vii) Processing

viii) Packaging

ix) Transportation (Finished Products)

x) Stockiest/Merchant Exporters
xi) Wholesalers/Importers/Retail Chains

xii) Retailers
3.1 Value Chain Analysis
Sourcing of Raw Materials
Pune F & V processors get their major raw material locally  like Guava, Banana, Custard Apple,  and Pomegranate. Procurement is done by processors through farms directly as well as through traders in Pune. Custard Apple is procured from Saswad Area where pulping is done by cottage industries locally. Peas is also procured from Saswad area by NGOs  which are sorted, graded, cleaned, and packed and then sold in the form of pearls to micro units for processing. Similarly, tomatoes are procured from Ranjangoan, Narayangaon, and Junnar while Chikkoo is procured from Yavat and Daund areas. The bigger units procure the ingredients from the manufacturing units directly. Units at Panchgani- Mahabaleshwar source their raw materials from the Wai markets and only the medium type units source from the farmers directly or through their own pack house arrangements with the Krishi Vigyan Kendra (KVKs).

The Cold chain provides a series of facilities for maintaining ideal storage conditions for perishables from the point of origin to the point of consumption in the food supply chain. These start at the farm level (e.g. harvest methods, pre-cooling) and cover up to the consumer level or at least to the retail level. A well organized cold chain reduces spoilage, retains the quality of the harvested products and guarantees a cost efficient delivery to the consumer. The main feature of the chain is that if any of the links is missing or is weak, the whole system fails. In Pune, there an inadequate dispersion of the cold chain infrastructure in the rural backyard which alone can enable off season supplies of the raw materials. In the city, only a few medium units have their in-house cold storages.
The cold chain logistics infrastructure generally consists of

· Pre-cooling facilities

· Cold Storages

· Refrigerated Carriers

· Packaging

· Warehouse and Information Management systems

· Traceability

· Financial and Insurance Institutions
Main Suppliers 
Lack of adequate transportation infrastructure in rural areas makes it extremely difficult to move perishable agricultural items to cold storage in a timely manner. Currently, it is illegal to use large refrigerated trucks (over 9 tons) in India. Interstate movement is often unreliable due to the failure of shipping companies devote attention and resources to product handling. 

The cluster mainly use the raw material locally available from in and around Pune through the local wholesale markets or the retail markets. Raw materials are sold by farmers to the pre-harvest contractor before harvest or they sell it in the nearby Agricultural Produce Market Committee. However, the pre-harvest contractors while delaying payment to the farmers sells cash down in the Market Yard at Pune. There are two main mandis for raw materials, viz., Hadapsar Market and the Gultekdi Market Yard. 

Processing
The processing is very basic in the cluster. Traditional and dominant methods of processing include Mango/ tomato, pulp, canning of fruits, jam, pickles, and fruit juices. Recently, innovative technologies such as vacuum preservation, aseptic filling, packaging, freeze drying and industrial quick freezing plants have come up. 
Marketing
A large chunk of the processed items sales takes place to the Institutional buyers, viz., hotels & restaurants, defence institutions, and BPO & MNC canteens etc.  Apart from this a major portion of the sales takes place directly to the retailers. Much of the sales skips the normal distribution channel of suppliers like stockiest and wholesalers. Most of the exports go to the USA, UK, Gulf countries and South East Asian markets.
3.2 Stages in the Value Chain

A major outcome of the value chain analysis is that in broad terms around 35-40% of the total value added in the products is captured in the cost of raw materials, while another around 35% goes towards packaging costs. These are only very basic and broad estimates captured by us, otherwise with such a wide range of processed products in the cluster, there going to be certain manifest variations in each value chain. As regards the processing, if the item undergoes some actual processing, the processing costs would be in the range of 10-12%, though if one takes the sorted, graded & subsequently packed products also into consideration 15% is a little too less and processing (sorting grading etc.) would be in the range of  15-20%. Commensurately in the latter case, the packaging and marketing contributions in the overall value chain would come down. However, we have taken processing at 15% as a broad cluster representative figure since including too many product based value chain formulations will make the value analysis a lot complicated for a broad cluster understanding.
Broad %age value additions in business processes
Processed Vegetable Products, Pune cluster























   (*) The selling costs expenditure in the domestic market will be around 35% of the Marketing Value Addition (E)  
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CHAPTER 4: BACKWARD SUPPLY CHAIN

4.1 BDS in Raw Material Supply
Regional Supply of Raw Material

The area under fruit crops in Maharashtra is 12.89 lakh ha and under vegetable crops is about 4.04 lakh ha The State contributes 6% of production of vegetables in the country. Today Maharashtra stands first in terms of area, production and productivity in the country. It is proposed to bring additional 2 lakh ha. under fruit crops during the next 25 years, thus covering total area of 50 lakh ha. The major fruit crops cultivated in the state are Mango, Cashew, Pomegranate, Citrus, Sapota, Banana, Grapes and Guava. The productivity in case of Cashew, Citrus, Grapes, Guava and Banana is higher than the national average. It is also one of the important spices growing states. The area under spices crops is about 1.62 lakh ha. and production is 13.46 lakh MT. The major crops grown are chillies, ginger, turmeric, black pepper, cardamom, etc. The Government is laying emphasis on post harvest handling of F & V . The various sourcing areas within Maharashtra for major raw materials are as under: 
Box: 4.1
	Products
	Geographical Areas

	Grapes & grapevine
	Nasik, Sangli, Pune, Satara, Ahmednagar, & Sholapur

	Alphonso Mango


	Ratnagiri, Sindhudurg, Raigarh & Thane

	Kesar Mango
	Aurangabad, Jalna, beed, Latur, Ahmednagar & Nasik

	Onions
	Nasik, Ahmednagar, Pune, Satara & Sholapur

	Pomegranate
	Sholapur, Sangli, Ahmednagar, Pune, Nasik, Osmanabad, Latur

	Banana
	Jalgaon, Dhule, Nandurbar, Buldhana, Parbhani, Hindoli, Nanded & Wardha


The agro marketing activity in the state is regulated as per the Maharashtra Agriculture Produce Marketing (Regulation) Act of 1963. There are more than 800 regulated markets in the state, 285 main market yards & 585 submarket yards in Maharashtra. Besides these, the state also has 3500 unregulated markets or the weekly markets. It is also introducing alternative systems of marketing the raw produce. Specifically the State has proposed an 'Integrated Maharashtra Horticulture Marketing Infrastructure' at an estimated cost of Rs. 1400 crores, which is a Terminal or a Modern market for Horticultural crops for Mumbai city and other Markets across the State.

Quality & Price of Raw Material


Raw Materials availability at reasonable prices is a major problem for the F & V Processing firms in Pune. Because of a lack of a proper backward supply chain infrastructure, there is a lot of wastage and pilferage in Raw Materials leading to wide fluctuation in their prices. In the Agricultural Produce Market Committee (APMC) markets the farmers face problems like high commission charges, high transportation and loading and unloading charges, no guaranteed remunerative prices, delayed payment by commission agents etc which adds to the costs of the processor ultimately. Also almost all units face problems in procuring raw material of uniform quality. The impact of rising raw materials prices is not felt by the medium type firms due to scale advantages whereby they can operate even on thin margins,  and it is the small & micro firms which are feeling the pinch of thinning margins in a highly competitive market. The exports firms are also affected due to their thin margins.

So far very few units have developed linkages with the farmer to get assured supply of the required standard of raw material. There is not only the need to develop linkages with the raw material suppliers but also educating the farmers on harvesting & post harvesting techniques, and ensuring post-harvesting infrastructure for supply of quality raw material to the industry.

Constraints

The pre-harvest contractors/consolidators face various constraints such as poor raw material management by farmers resulting in deterioration of fruits quality, problems due to natural calamities such as theft of fruits, losses due to rains, pest, problems related to storage facilities, packing problems, high transportation cost and non-availability of transport in time, non-availability of suitable mechanical graders etc. Wholesalers in the Market Yard face problems relating to transport, inadequate labour supply during season, costly packing material, lack of finance and lack of infrastructural facilities in the market yard.  Costly packing material, inadequate and inefficient/untrained labour supply for packing work, lack of infrastructure facilities like cold storage, telephone, finance are some of the constraints faced by the packing centre owners in the backward supply chain.

Retailers purchasing from the Hadapsar Market or the Gultekdi Market yard too face the risk of spoilage of fruits   due to their perishable nature, costly transport and lack of proper shops / space in the local market to display the fruits.

Problems in supply depots
The Hadapsar Market is a marked favourite of most of the processors due to its well oiled management. Besides, an added advantage is the absence of the middlemen and total transparency in transactions. A common problem faced by the direct market systems is the infiltration of the bazaars by middlemen in the guise of farmers. Though identity cards have been introduced and there are periodical checks, the problem still persists in many bazaars.
A Case Study
Box: 4.2
	Hadaspar Fruit/Vegetable Market in Pune

Hadaspar vegetable market is a model market for direct marketing of vegetables in Pune city. This sub-market yard situated 9 kms away from Pune city belongs to the Pune Municipal Corporation and fee for using the space in the market is collected by the Municipal Corporation from the farmers. This is one of the ideal markets in the country for marketing of vegetables. In this market, there are no commission agents/middlemen. The market has modern weighing machines for weighing the products. Buyers purchase vegetables in lots of 100 kgs or 100 numbers. The produce is weighed in the presence of licensed weighmen of the Market Committee and sale bill is prepared. The purchasers make payment of the value of produce directly to the farmer. The purchaser is allowed to leave the market place along with the produce after showing the sale bill at the gate of the market. Payment is made in cash. Disputes, if any, arising between buyers and sellers are settled by the supervisor of the Market Committee after calling the concerned parties. The Market Committee collects one per cent sale proceeds as market fee for the services and facilities provided by the Committee to the farmer-sellers and buyers.



The Gultekdi Market Yard, Pune is an agriculture produce trading hub controlled by the APMC. Since most of the F & V processors are small/micro, they play in the hands of intermediaries and get little transparent information on the prices. By restricting marketing to the notified market yards only, the APMC Act has led to an environment of regulation creating monopoly of existing traders as other traders are prohibited by artificial entry barriers. The need is to create a market place, which works, in its natural form where large number of buyers and large number of sellers participate in transactions and decide price without monopoly of any single community with total transparency.

A fully-automated four-storied structure in the market Yard is being set up by APMC to trade, auction and showcase horticulture products in a year’s time. Once ready, the traders would be able to use the high-tech space for not only handling of products but also get a fully automatic auctioning and grading system for their horticulture products.
Financial constraints 
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Fig. 4.1
Inspite of the two major wholesale markets for procuring the Raw Materials in Pune, a large no. of the cluster players (about 49%) still procure through the retail dealers due to their lack of financial wherewithal to stock a quantum amount and hold it till processing. As raw materials are a huge proportion of the sales turnover (about 40%), financing requirement becomes huge. As a result, about 47% (see fig. above)  of the units were  able to store raw materials upto one month only. 

4.2 Status of  Cleaning in Place (CIP)
Nearly 65% of the industry see sorting, grading, cleaning and packing raw material as their main problem in procurement and having serious implications for further production. Further, sorting and grading of the procured raw material currently happens at the level of the food-processing unit itself. However, world-over these are distinctive backward supplies activities in the value-chain between farm to processed food and treated separately as economic, revenue-yielding businesses separate from processing foods. Such a strategy leads to lesser wastages, better prices, low transportation costs and good quality raw material for the F & V processing industries. Most major processing firms (few in no.) have their own sheds in the rural backyard, where they run their pack houses with the help of KVKs and also train workers on hygiene and packing practices. The objective is ease of handling in loading and transit to the destination as well as minimizing loss or damage to the horticultural produce.


The infrastructure for Cleaning in Place (CIP) is necessary to ensure minimal cost and optimal quality for marketability. Professional bodies/consultants/associations will have to be associated with the pack houses.The Horticulture dept., Govt. of Maharashtra is prepared to come forward in the project through extension activities, organizing farmers in groups and clubs and initiating them in best practices (Agri., Hygiene, Semi-processing activities). 

Labeling of raw material products after sorting/grading etc. too is getting mandatory with growing concern over genetically modified organisms in the food chain and concerns about threats to the environment. Suitable interventions in this area of Packaging & Labeling can enable household producers to cater to the needs of the market in a better way besides adhering to the standards of health and hygiene (HACCP). 

Since the investments required for such interventions are minimal, these activities can be taken up with the help of bank financing also. Bank of Maharashtra (Lead Bank, District Pune-Rural) has come up with a large financing plan during the year 2007-08 for such an infrastructure. 

4.3 Status of Storage/Preservation in rural areas
At the backward supply chain end, simple and low cost refrivans are needed apart from low capacity cold storages across the rural backyard for holding the supplies. One of the leading food consultants also suggested that a distribution facility network can also be started by the cold chain cos. and it will be easy for the processing firms to purchase standardized products through them. So far this kind of service is not provided by the cold storages who charge rentals for providing their storage space for certain kind of commodities. However, in order to evolve such a service in the cluster, cold storages will need large working capital finance in order to purchase and store raw (or semi processed) fruit & vegetable. Secondly, the items to be stored having a short shelf life, a networking window through a portal or a common website of the cluster will also be required so that their off take to the processing firms takes minimal time as also cuts down any exploratory time taken.

Case Study

Box: 4.3
	Interaction with Dr. K B Jagtab, Head of Food Processing Dept.  College of Agriculture, Pune

According to Dr. Jagtab, there are three drawbacks in the backward supply chain which are as under :

· Lack of Pulp extraction machines with the NGOs/Farmers’ Societies for primary processing in the rural areas itself

· Lack of Storage and Preservation in the Rural/semi-urban areas

· Lack of electricity for semi-processing activities in the rural/semi-urban areas.

These facilities if can be provided under the project can help in conserving lot of wastages due to perishability and will bring down the prices of the raw material for the Pune F & V  processors making them more cost competitive. Another initiative which can be cost cutting for the processors in the medium term by increasing the acreage under horticulture crops is the assurance of markets from the processors through some agency arrangements or some kind of contractual arrangements. This kind of an initiative will also require linking up of some association or an intermediary organization or a group of NGOs for setting up of the infrastructure for pulping, sorting, grading, cleaning etc.. 

The cluster portal suggested under the project was accepted as a welcome step by him for providing information connect between the Backward Supply Chain, Processors, and the forward Marketing Supplies. Dr. Jagtab also mentioned about private Cooperatives for such marketing initiatives and tying up with the Pune processors. According to Dr. Jagtab, such initiatives are very much needed in the cluster as currently only about 10% of the fruits/Vegetables grown in the area reach the Pune processors. Regarding the Cold Storages in Pune and some others in various Talukas, he was of the firm view that these were running below capacities in Rabi season when the crops of grapes, onions, and potatoes are not being kept.




4.4 Contract Farming

Contract farming is emerging as an important institutional arrangement that enables integration of the supply chain for timely availability of quality & quantity of raw material and reduction in procurement cost by doing away with the middlemen. Government's main concern is that smallholders should not be left out in the process. Therefore, agro-business firms need to integrate farmers on their supply chains involving institutions like cooperatives, and producers' associations. Contract farming involves a pre-agreed price between the company and the farmer. The agreement is defined by the commitment of the farmer to provide an agricultural commodity of a certain type at a time and a price and in the quantity required by a committed buyer, mostly a large company.

The model which is most popular in the country today is the one in which the contractor supplies all the inputs required for cultivation, while the farmer supplies land and labour. There are only 5 or 6 units that are into contract farming for procurement of raw materials in the Pune cluster. While only 1-2% of the cluster firms sourced raw materials through contract farming, around 25% sourced from the dealers and about 49% directly from the retail markets. Currently, contract farming activity in Pune cluster is mainly limited to Potato and Poultry but can be extended to other crops as well through the 199 Farmers’ clubs in the District which are being trained by NABARD.
Micro Firms

The raw materials for the micro firms are sourced from Market yard/Ravivar peth/Bhosari peth etc. The Raw materials are Pomegranate, Tomato, Aonla, Jambul, Strawberry, Chickoo, Supari, Khajoor, Chatni, Raw mangoes, and Red Chilli from the retailers. Since these firms source mainly from the retail markets and also through the hawkers, retailers' margin is an additional cost to them. The reason is their inability to stock for a few days on account of lack of bank funding. At the same time they cannot bear the cost of holding the raw material stocks in the cold storages.  

Chapter 5: BDS USED IN PRODUCTION TECHNOLOGIES

5.1 BDS Used in Production

Major BDS used in production related activities are machinery suppliers/manufacturers, packaging raw materials, Food Technologists, and Bar-coding  and Labeling service providers.

Technology Profile of the Cluster
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Fig. 5.1
The fig. 5.1 illustrates the inventory holding pattern in the cluster and highlights upon the low technological level of its processing activities, having implications on the shelf life of its products. Low shelf life due to inadequate technological applications forces the firms to keep inventory requirements at a low level which would otherwise be higher for seasonal industries like this one as production activities are concentrated during harvesting season while marketing/sales could be spread throughout the year. Low holding capacity, thus, due to technological infirmities places the cluster firms in a weak position in terms of their pricing and marketing strategy. The pie diagram below indicates that about 30% of units hold finished stocks for less than one month and about 31% between 1-3 months. 


Machinery & Parts

Since most of the F & V processors in Pune are small or micro in scale there is little demand for good and high end machinery suppliers in Pune. The limited range of machinery and equipment required for F&V processing such as mini boiler, steam jacketed pans, pulveriser, fruit mill, cutter and peeler are easily provided by local suppliers. Some of the machinery which is being used by the units is an innovation using local material and ingenuity of the fabricators.

The Pune supplied machinery is mostly unbranded and generally without guarantee which becomes a cost to the firms. The maintenance services, however, are generally provided by the manufacturer itself though such services are far from satisfactory for outside Pune firms.  Generally, the outside Pune firms feel a lack of such service providers. Large/Medium firms are procuring their machinery from Mumbai, Chennai, Ambala, Delhi and Mysore based machinery manufacturers/suppliers. The computer parts/ PCs are purchased from the local retail markets in Pune and in Panchgani- Mahabaleshwar firms from Wai.

The machinery used by the micro firms are only basic things like Pulpers, Juicers, Sealing Machines, Canteen grinder, Gas burner, Weighing and Packing machines etc. are procured from the local retail markets. 


According to one of the machinery manufacturers, small firms are into a low equilibrium trap where they are serving low end products to the local market and work with traditional technology. This is on account of the lack of linkages to other domestic markets. As a  result, though some good machinery manufacturers exist in Pune cluster, these are mainly supplying to markets outside Pune currently, due to inadequate demand for their products in Pune itself.
Case Study
Box: 5.1
	Firm Name: - Hardikar’s Fruit processing Pvt. Ltd. (HFP)

BDS category: - Machinery supplier, dehydration, Product development, export.

Place meeting: - Office on Kurve Road, Pune.

Person(s) met: - Govind Hardikar, MD, and Sanjay Orpe, Jt. MD.

Keywords: - Dehydration machinery, process machinery, F & V powders, product development, technology transfer, common branding. HFP is a small F & V process machinery manufacturer based out of Pune. Their primary business is manufacturing F & V processing machinery. Although they have catalogue products, most of their machinery is custom made as per the client’s requirements. They make machinery for washing, blanching, cutting, stripping and dehydrating fruit & vegetable . They also undertake turnkey projects in setting up factories with all the process equipment in place. During this, they take care of all the aspects from the design and layout of floor and the machinery to the certification requirement of the firm. 

The founders of HFP have an engineering and automation background. They moved into F & V processing with a view of developing innovative food processing technologies. In this direction they have developed food products like powdered soups, powdered raw vegetable juices etc. Eventually they came up against marketing limitations and decided to concentrate on their F & V processing machinery business as this was their core competence. They have a small factory in Pune that manufactures a variety of powdered vegetable and fruit products for export. Their primary export market is South Africa. These products are used in naturopathy system of medicine. In the local market, they sell directly to retailers and have also developed a vending machine platform for wider distribution of their fruit juice powder based drinks. They have not made any marketing breakthroughs in this direction so far.

HFP have faced no problems in acquiring orders for their machinery business and have a full order book. But most of these orders are from outside the Pune cluster. According to them, most of the demand from Pune is for small scale machinery, which is not economical. Many manufacturers have bought machinery that their production cycles cannot justify and as a result have excess capacity. Their feeling is that most small firms do not have the capacities required to sustain automation of their processes. 

In terms of their F & V processing business they feel that if their marketing problems are solved they will be able to survive the highly competitive processed food market owing to the nature of their products. They feel that they have a great opportunity in the coming of large retail chains as they will be able to get their niche products to market more easily now.


The production technologies being used in the F & V sector can be grouped into traditional and modern technologies.
5.2 Traditional technologies used in processing

a) Freezing : Freezing is a fairly widespread technology which when properly carried out causes minimal changes in the shape, texture, flavor and color of foods. Most F & V will retain good quality for up to 12 months, when stored at temperatures of –180C. 

b) Thermal Processing : Thermal processing is applied in the shelf-stable preservation of F & V. Thermal processing is widely applied in the production of jams, jellies and canned and bottled F & V. Recent developments in thermal processing technologies include the use of aseptic processing systems which make use of sterile laminated packaging. 

c) Drying Technologies : Drying technologies applied in F & V preservation range from simple and appropriate technologies such as sun and solar drying to state of the art technologies such as freeze drying, drum drying and spray drying. Most of the conventional drying techniques applied in the preservation of F & V  lead to losses in nutritional value, color, flavor, aroma and texture. 

d) Dehydration Treatments : Salting, and brining of F & V, and the candying of fruit are dehydration treatments based on the principle of osmosis. Dehydration treatments of this can be applied in combination with other technologies such as drying and freezing, to reduce cost. When combined with refrigeration, these treatments increase the shelf-life of F & V over that of fresh produce. 

e) Fermentation : Fermentation is the slow bioconservation process of foods induced by microorganisms, or by enzymes of microbial, plant or animal origin. A variety of F & V are preserved by fermentation

5.3 Modern technologies used in F & V processing

a) Minimal Processing : Minimal processing employs an integrated approach wherein the handling, processing, packaging and distribution of raw F & V is properly managed with the application of appropriate food safety principles of Good Manufacturing Practices (GMP) and Hazard Analysis and Critical Control Point (HACCP). The basic principle of this approach being that microorganisms are inhibited by combined preservative factors (referred to as hurdles). 

b) Irradiation : Food irradiation is the process of exposing food to a controlled source of ionizing radiation for the purposes of reduction of microbial load, destruction of pathogens, extension of product shelf life, and/or disinfestations of produce.  The Ministry of Food Processing Industries, GOI provides loan to private sector organisations for capital equipment. Under another scheme grant is given to entrepreneurs for creation of common irradiation facility in food parks. APEDA too provides financial assistance for setting up of irradiation facilities. Irradiation has a stabilizing effect on market price of foods by reducing storage losses resulting in increased availability of produce. 

Box: 5.2
	IRRADIATION OF ONION
A Maharashtra State Agricultural Marketing Board Initiative
1. Object is to control losses due to sprouting of onions during prolonged storage. 

2. Irradiation facility is planned to be setup at key onion growing centers in the State. 

3. Farmers co-operative societies and or private entrepreneurs are encouraged to take up such projects. 

4. The irradiation technology has been developed at BARC (Bhabha Atomic Research Center). 

5. Benefits include economic gain due to reduced sprouting losses which could be as 10 - 15%. 

6. A pilot unit has been set up at Lasalgaon by BARC and ready for imminent operation. 

7. A farmer's cooperative in Ahmednagar district comes forward to set up a project. 

8. Govt. of Maharashtra has accepted a proposal for funding from NCDC for the project 


c) Freeze Dehydration of F & V : Freeze-dried or dehydrated F & V  retain their nascent texture and color and reconstitute fairly rapidly even in cold water owing to their porous structures. It is widely used in pharmaceutical and biotechnological applications to dehydrate and thereby conserve and preserve certain pharmacological and biological materials and formulations. These processes are generally microbiologically stable and remain shelf-stable under ambient conditions for more than one year without spoilage when properly packaged. Polymeric films with aluminium foil, which provide adequate barrier protection against oxygen, water and light are best suited for the packaging of freeze dehydrated F & V and beverage mixes. 

5.4 New Technology and Acceptability
a) Dehydration : Technology is available for dehydration and powder making of various fruits like ripe mango, awala, kokam, banana and chikkoo etc.. Similarly the dehydration and powder or flakes making technology is available for various vegetables like Palak, Gobhi, Gajar, Kothimbir, Pudina, Tomato etc. These powders are also totally natural and the technology developed low cost and user friendly.  A number of end products such as sarabat & soup mixes have been developed from the powders of various F & V  in the powdered form. Though there is no formal data on dehydration units, there are around 10-15 dehydration units in Pune District, as per MCCIA sources. The small units do not have the basic financial wherewithal to create market linkages on their own for such products. 
b) Frozen Products : Presently, frozen foods mean green peas business. However, a big change is being witnessed in the market and customers are now asking for perennial vegetables and not just green peas. For the supply of perishables like such as sarabat & soup mixes right through the year the only way out is to keep them frozen. In Pune, Temptation Foods Ltd. uses the Individual Quick Freezing (IQF) method to process a variety of such as sarabat & soup mixes and exports the same to the several users in developed markets of USA, UK, Europe and the Middle East. Another small firm Meera Enterprises is leveraging on the growing demand from the retail chains and Mall culture for fast expanding its frozen snacks products with the use of new technology like Blast Freezers which has helped in increasing the shelf Life of these products apart from longer retention of the product attributes like flavour, taste, colour, and shape. However, such visionary firms are far and few in the cluster.
c) Irradiation : Irradiation facility under BARC is available at Nasik which is difficult for the cluster units to approach due to the issue of distance involved. A mobile facility, therefore, can be conjecturised under the project. Alternatively, a branch office of the Nasik center can also be opened at Pune.

5.5 Other technologies

a) Aseptic Filling : Through aseptic filling method, processors can achieve a shelf life without the use of preservatives or refrigeration, and can also extend the shelf life of products. allowing companies to consolidate operations and extend their distribution chain. Aseptic Filling is now globally accepted being a zero bacteria technology. However, the hiccup for the Pune units in adopting this technology is the cost factor which is not affordable for small units. The Tetrapak machinery costs about Rs. 12.00 crores while the Chinese one costs about Rs. 3.00 crores though the latter has quality issues. Another constraint quoted by some units was bank finance for such machinery.
b) Packaging: With organised retail coming up as a potential market, it has become imperative for food manufacturers to focus on product differentiation and value proposition achieved through innovative product packaging developments in order to survive. Packaging innovation in terms of newer materials, structural systems, opening and closing mechanisms, dispensing systems and graphics are being introduced. Packaging impacts aspects such as increasing shelf life, ensuring food safety through control of the environment within the package, and minimizing damage resulting from microbial attack. The packaging industry needs solutions to ensure effective promotion of WTO compliant, yet cost effective solutions for export of food.

Packaging material for the Pune processors is a high cost and a strategic proposition as almost 35-40% of the total sales turnover can be ascribed to this factor. Most of the packaging in the Pune cluster is done in-house. The packaging materials are either purchased from the Pune markets or by medium units from distant places like Nasik, Ahmedabad (Crown Caps), Kolkata, Mumbai, Nasik, Ahmedabad (Other Material), Glass Bottles (Hyderabad), Plastic containers (Chiplun), Pet bottles (Mumbai, Wai), and Corrugated boxes (Mumbai). Infact, most of the larger firms purchase in bulk directly from the manufacturers outside Pune to reap the cost advantage. Most other firms purchase from the Pune, Wai markets as per requirements. One issue of importance is the lack of canning industry in Pune. Currently the cans are mainly supplied from Mumbai. This has a cost involved for the units which erodes the units’. A medium sized unit selling canned products is even going in for its own canning line in order to cut costs.

The micro firms, were contacting local packaging supplying firms for pacxkaging material.  A large no. had their packaging machines, and did packaging in-house. However, packaging remains a major issue with these firms in marketing their products outside Pune or linking them up to the retail chains.

c) Palletization : Loading and unloading are very important steps in the post harvest handling of F & V. With the introduction of CFB boxes, serious consideration should be given to the introduction of palletization and mechanical loading and unloading in order to minimize produce mishandling in order to curtail to high post harvest losses.
d) Labeling & Bar-coding : Labeling and bar-coding are one of the important compliance parameters in export and retail chain markets. The incapacity to adhere to the stringent quality standards and labeling requirements and the lack of economies of scale also poses a major barrier to accessing foreign markets. The Ministry of Food Processing Industries is operating a Plan Scheme in the 10th Plan with the following objectives:

1. To popularize the concept of bar coding system following National/International Standards and to encourage food processors to affix bar codes on their processed food packages. 

2. To avoid any non-tariff barriers in future, as bar coding has become an important requirement in the context of the stringent food safety standards. 
Under this Plan Scheme, the Central/State Government organizations, IITs and Universities are eligible for 50% of the registration fees to be paid to EAN – India and 50% of the cost of the capital equipments subject to maximum of Rs.3.00 lakhs. 

There is sufficient supply of labeling and bar-coding service providers in Pune, the city being an industrial hub catering to a wide variety of other industries as well. However, the services of Bar-coding printing/labeling are available in Pune only and thus work to the disadvantage of the firms operating outside Pune Municipal limits. A couple of Panchgani firms were also found to be availing these services from Mumbai service providers because of the cost factor. Since the micro firms are not linked to the retail chains, no bar-coding requirement is there as yet, while their price list/labeling is got done from outside.



CHAPTER 6:  BDS IN ICT AND LOGISTICS


6.1 Information & Communication Technology  usage

The level of ICT usage in a particular industry can be viewed as a rough indicator of its complexity and maturity. On this scale, the F & V processing cluster in Pune ranks very low. However, there are a variety of factors that affect the ICT usage in a cluster. It is essential that these be studied before the ICT usage levels in the industry are discussed.

As far as Technology Infrastructure in terms of availability of local ICT solution providers, local hardware solutions providers, and availability of technology partners etc., is concerned, Pune being a major IT hub has a sufficient amount of these BDS providers but there are none that are specifically focused on the food processing cluster. Most units in Pune have low levels of operation hence very low production volumes. Since process automation levels are very low, ICT usage is also observed to be very low. 

Secondly, technology upgradation is a direct function of the availability of local support and services. As far as ICT services are concerned these are quite sufficient in Pune including internet related services. As a matter of fact even the smallest of units have their own websites. 
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Fig. 6.1
As regards e applications in business, 72 per cent of the surveyed units reported non application of such facilities. Only 28 per cent of units suggested of using any e-applications like e-commerce portal, video conferencing, e-exhibitions etc. for marketing of clients’ products. 
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Fig. 6.2

The survey of small and medium firms revealed low ICT penetration judged from the number of PCs used in the units. 64 per cent of the units mentioned usage of less than 3 computers in their units. The main applications include accounts (34%), sales and marketing (34%), product development record (17%),  inventory control (13%) and supply chain management (2%).
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Fig. 6.3
Hardly 2% of the firms surveyed used ICT for supply chain management. A large proportion of the firms (34%) used computers only for accounting purposes.

Many people use some basic form of ICT in their daily work but none of these uses are specific to food processing. Tally is widely used for accounting and inventory control. Documentation management software for managing export documentation is also available locally and is being used by many local firms. MS-office is also used for managing daily workflow in most units. No need for resource planning or CRM level solutions is felt in Pune. However, this may change as more and more people learn the benefits that these solutions can bring to their businesses. A case study of an ICT progressive entrepreneur is given below.
Case Study


Box: 6.1
	Firm Name: - Meera Enterprises (ME)

Person Met: - Mr. Vilas Agate

Place Met: - Office at Sinhagad Road, Pune

Keywords: - Branding, Franchisees, American corn, Frozen foods, marketing

ME is a small food processing units based in Pune that specializes in marketing and manufacturing frozen foods. They manufacture frozen ready to eat food items that have a very long shelf life. They have a 100% vegetarian product portfolio. Their primary focus is on processing American corn kernel which they ship in a frozen state. This is usually steamed before consumption. 

ME does its own marketing for its products and have chosen to take the franchisee route. They have created Retail fast food counter branded “CornPlus”. Each counter is manned by one person and has a steaming, frying and baking station. Each of their products can be made ready for consumption at these counters. Currently ME is looking for franchisees all over India and abroad.  The market for ME’s products is quite large but also crowded as there are a lot of other players who offer similar products. But ME believes that its product portfolio and business model is quite competitive. ME faces a lot of issues finding franchisees as they are unable to finalize a common advertising channel. According to them the available channels are either too expensive or do not provide sufficient reach. They feel a B2B portal would be of great help if it provided an active online marketplace. According to ME, the food processing industry faces its greatest challenges in marketing to a wider audience and access to finance.

Information gap is another issue that is hampering the growth of ME. They have been trying to upgrade their manufacturing facilities for a while now but have been unable to do so because of unavailability of information. Food processing technology information is not readily available and a similar situation exists for information on latest machinery. A central source of information on these issues would act as a big boost.

The CEO is very ICT savvy and the use of e-mail and MS-Office is central to the day to day business activity. They use tally for basic inventory control and MS- Excel for basic budgetary control. Beyond this there is hardly any ICT usage at ME. But there is a huge scope for basic CRM and SCM applications as ME has to deal with a large number of retail outlets on a daily basis. In addition to this ME manages it own packaging and signage design using coral-draw. They feel packaging design is very expensive when handled by external agencies. However, they are satisfied with the plastic printing service provider.




In addition to this it was found that most people had very low levels of knowledge in the technology domain. There is no source of information on technology advances or even basic technologies available to the food processing sector. Access to latest R&D news is very limited and innovations in the cluster are very limited.
Case Study
Box: 6.2
	Firm Name: - Aakash Agritec (AA)

Person name:-

Place met: - Office on Karve road, Pune

Keywords: - Branding, Contract manufacturing, RUSS, Software solutions, B2B Portal


AA is a medium sized Pune based manufacturer of tropical fruit juices, concentrates, fruit pulps, purees, juices and wines. They have a well equipped plant in Ananda Valley on the outskirts of Pune. This plant has been set up in technical collaboration with CFTRI and is certified by FPO. They have their own branded range of fruit juices called ‘RUSS’. These juices do not have any artificial flavoring and are targeted at the health conscious market. The pricing is also very competitive. In addition to this, AA also manufactures fruit pulps and concentrates that are used as intermediaries by other food processing units.

According to AA, the major challenge facing the food processors is the lack of direct access to markets.  They have to go through a variety of intermediaries for accessing the market for their goods and as a result their margins are severely restricted. Currently, there is no mechanism or marketplace that might allow them to sell their goods directly to their target customer. There is a very clear lack of the end user visibility for their products and according to AA the trader community is actually widening this gap. They feel that a B2B portal, especially targeted towards food processing industry, and restricted to manufacturers on the seller side, will benefit them immensely. They feel that an online marketplace will allow them access to international markets and help them in eliminating the middleman.

The ICT usage levels in the Pune F & V processing industry are quite low. According to AA, this is not a problem as the potential areas of ICT applications are very few. Most processes are quite easy to manage and inventory control is fairly simple. For most accounting and inventory purposes Tally is the preferred solution. For export documentation, MITCON offers a documentation management solution that is quite sufficient for their needs. Currently, ICT is not a priority investment in the F & V processing sector. They realize that in terms of online collaboration and marketing as well as CRM, ICT can provide a big boost to their business. However, they do not have the investment capability required to acquire full fledged ICT infrastructure.


Micro firms
Most of the micro firms do even their accounting work on notebooks, and only one firm was found having one PC. They can however, be initiated into basic ICT training and concepts through the NGOs handholding them. If an entrepreneurship incubation center is designed under the project for these enterprises, it may well include the infrastructure for the suggested ICT training which helps them in efficiently work out their accounts and inventory cost management. The following observations can be made about the Pune F & V processing cluster :
1. The cluster needs a lot of knowledge induction to improve competitiveness. The levels of technology knowledge are very low and need immediate upgradation.

2. The cluster needs access to information on various issues like technology, innovations in F & V processing, ICT usage in food processing sector etc. This can be achieved through a cluster portal.

3. The cluster needs grass roots level ICT intervention. The micro enterprises need models that allow them access to benefits of ICTs at a very low cost.

6.2 Logistics

Cold Chain

There are several food temperature levels to suit different types of products. Lack of modern refrigeration in warehouse facilities and delivery trucks is one of the most constraining factors in continual supplies of fresh F & V. Besides, Post-harvest produce losses (which run as high as 35-40 percent) are quite significant. Logistics challenge is huge in food chains, a cost conscious industry. 

Government of Maharashtra through Maharashtra Industries Development Corporation provides 25% of capital cost of pre-cooling, cold storage, refrigerated van, etc. subject to a limit of Rs.30 lakhs. For Cold Chain infrastructure, the National Horticulture Mission also provides 25% subsidy for Cold Storages upto a max. of Rs. 67 lacs, and for Refervans upto a max. of Rs. 6-8 lacs.

Pune has a number of large capacity cold storages which run much below their capacity levels most of the year. These cold storages have been mostly set up under the subsidy received under the National Horticulture Mission scheme. However, while setting up the cold storages, a long term planning for a multi product facility was not envisaged with the result that most of these cold storage facilities are technologically suited in terms of temperature requirements for storing Grapes, Onions, and Potatoes and related products. So in the current situation there is a mismatch in terms of the capacities and cooling technologies available in these cold storages and the cooling technologies of the products that have to be stored. While during the season of the certain suited crops these cold storages are full for around 3-4 months in a year, rest of the year about 80% of their capacities go unutilized.  This leads to high service prices of these services in Pune which are really not affordable by small units. Some medium level units have their own in-house facilities. Synchronizing both the Technological and Capacity availability of the cold storages with the demand pattern of the storable products is the need of the hour for which consultancy services from food and horticulture experts are required. 

Similar is the case of cold storages outside the Municipal Corporation limits within Pune district. Low capacity levels and high service charges lead to F & V processors procuring most of their raw materials from the farm gates. As a result, firms outside Pune, have to incur about 3-4% of their turnover on transportation. What is required is a large network of smaller and decentralised cold storages in the backyard of Pune in rural/semi urban areas which can run at higher capacity utilisation levels and supply services at competitive prices. In fact, at Jejuri, an industrial belt around 60 kms from Pune, a couple of units were found to be placing their products with an in-house cold storage of another neighbourhood unit. The only cold storage at that location did not have any space in the mango season, and the former did not have any facility of its own. 

IQF Facilities
Another major bottleneck in the development of the frontier markets for the Pune processors is the lack of Individual Quick Freezing (IQF) facilities in the Cluster Cold Storages. IQF facilities have the qualities of retention of flavour, odour, shape and colour of the products apart from increasing their shelf life. This technology individually freezes each individual item within the package/container block. This helps expand the market space for the firms by impacting the quality and shelf life of the products. This technology is widely accepted in the export markets, and even when marketed in the domestic terrain, can do a lot in upstaging the price of the product. 

IQF production is more capital intensive, but for many end-uses is preferable to block frozen. Currently, only some medium firms into frozen products have this facility in-house, while others in small category cannot afford the capital cost. For such firms, it is important that cold storages in the cluster have this facility. Currently, there are around 2 cold storages within the Pune Municipal limits having IQF facilities, while another 3-4 are there in the districts outside the Municipal limits.

Transportation

There are generally two constraints in the transportation BDS within the cluster, i.e., licensing generated short supply and as a result expensive pricing, and secondly lack of segmented spacing in the transport vehicles to avoid pilferage and juice losses (in fruits) due to load weight factor. There is an ample evidence of a deep scarcity of transport companies in outside Pune areas, as a result of which even medium level companies avails transport services from Pune. Even a company of Mapro’s stature, procures transportation services from Pune. Smaller companies at places like Jejuri at the same time have to do with expensive local transporters as they often do not get timely bookings with the Pune transporters, which add to their cost.


The monopolies due to licensing have also added to the transportation costs in Pune which is detrimental to Fruits & Vegetable processors. A typical example is that of transport charge from the principal market (Gultekdi Market yard) in Pune to various centers in the city. The transporters here have an unwritten agreement that no outsider would be allowed to enter into transport activity. As a result, transport charges from Pune Principal Market for a distance of about 3 or 5 kms are more than transport from upcountry areas like Solapur, Nasik , etc. In the process the processing firms as well as the farmers supplying the raw materials suffer. In both cases, this market distortion kills the cost efficiency of the processor. Hence, instead of license, registration with APMC should be enough for any body to trade/operate in the market. 

Refrivans
In the developed countries of the world, at least 50% of the food manufacturers, transport their food products through refrigerated transport fleet. There are not enough pre-coolers, reefer vans, refrigerated trucks and display chillers as common service facilities in the cluster. Currently, there are only two major frozen transport fleets servicing in Pune, R K Foodland and Snowman. The services of snowman are used more because of their refrigerated transportation network across the country. For Mumbai markets, the services of M/s Thermocol (Mumbai based) are also being used. Some firms are also using their own insulated vans for supplying to cold storages and locally to distributors due to shortage of refrivans.  Most of the frozen products are either being supplied to export markets or to major cities in the domestic markets. Splinter demand for a frozen product in a small town is not economical for a company to transport  due to low tonnage (capacity) consumption of the refrivan, and so the frozen transport chain costs are not able to bear with small tonnage business to a small town. In big cities like Mumbai, Pune, Nashik, Nagpur, Delhi, Bangalore, etc. such a supply chain issue doesn't crop up as there is enough tonnage for the refrigerated transporters to make their services viable. This problem arises only with Tier II cities.

80% of the refrivan business in Pune comes from the processed food sector. Apart from the cold chain business, some of the refrigerated transport fleet are also into pack house activity as an ancillary business because it leads to subsequent storage/transport business from the semi processed and packed F & V after shredding, ripening, and cutting activities. Such a business model has a tremendous potential in increasing the cold chain service providers in the cluster for which the demand is continually growing.
Case Study

Box: 6.3


	Snowman - Refrigerated Transport Fleet Co.

Sector of Business - Cold Storage & Cold Chain

Apart from Mulshi, the company has one more branch in Pune which is located at Chiphali phata. There are 16 branches all over India in places like Mumbai, Hyderabad, Chennai, Calcutta, Bangalore, Vijaywada, Cochin, Guwahati, Allahabad, Delhi etc.. Their head office is in Bangalore.

The total employee strength in this office is 26 including 14 permanent employees and 12 part time employees. Most of the manpower is from far off places like Assam, Nepal, Himachal Pradesh as their bodies can accept temperature resistance. Only 4 persons are from local area. Local employees are required to pass general medical test before joining. Some employees are ITI diploma holders in Electrical & refrigeration courses and are using Calibrated Vehicle from Data Loggers. Such employees are recruited on yearly contracts and are taken through a HR agency called Jackson company. 

There are a few competitors outside Pune in the line of refrigerated transport business. While they are using R-404 Gas for cooling, some others are using Ammonia bases gases. However R-404’s consistency is better. 

The major Customers of the company are retail chains like Reliance, Aditya Birla, Moore etc. The company also serves small entrepreneurs like Meera Enterprises, Trimurti Corns, and Manju Enterprises etc.. and the services are provided to them at discounted prices provided the product capacity is min. 20 to 25 tone. During grapes season, farmers also keep their products. Information on new markets is obtained from known people in different businesses. At Chiphali phata branch they are also doing shredding, ripening, cutting business apart from the cold chain business.

80% of the services provided by the company are for Processed Food, mainly Indian food, and also sea food. The remaining 20% services are for Semi Processed Food like Corn, Fruit pulps etc. If some contaminated product is found, customers are immediately asked to take back their products. 


Micro firms
Most of the transportation is done through auto, local buses. Only one woman respondent said that she had her own Maruti Van for transporting goods. The smaller turnover and as a result unsubstantial orders make procurement of large transport vehicles uneconomical. However, joint procurement of large transport vehicles can be a source of cost cutting particularly for raw materials. 
There is a big need for sensitization of the small micro units in storage and cold chain related knowledge dissemination so that they could plan for their sales turnover escalation. This would also lead to other finance related issues in stock holding for its proper funding. So finance related issues of the micro units will also have to be studied with the help of collaborating NGOs and a case to be built up with the banks to finance a few pilot micro units together who could be possibly manufacturing different products. These products then could be sold under a single brand name marketed through one of the NGOs or a suitable intermediary organization.

CHAPTER 7: BDS IN QUALITY CONTROL, HYGIENE & SAFETY

With the liberalisation of Indian economy and the onset of WTO regime, quality competitiveness is going to matter the most for the food industry. Moreover, in today’s global market, quality and food safety have become the competitive edge for the enterprises producing foods and providing services. HACCP  is a quality assurance system which provides a systemic approach to address other dimensions of quality as well. This system has also become a de-facto mandatory system for food companies in the new WTO regime. HACCP is recommended by the Codex Alimentarius Commission (CAC), and, the CAC recommendation has been endorsed by the Agreement on Sanitary and Phytosanitary Measures (SPS) reached under the auspices of WTO.Ministry of Food Processing Industries has a Plan Scheme to motivate the food processing industries for adoption / implementation of food safety and quality assurance mechanisms such as Total Quality Management (TQM) including ISO-9000, ISO - 14000, HACCP, Good Manufacturing Practices (GMP), Good Hygienic Practices (GHP) and prepare them to face the global competition in International trade in post WTO era.  
An established food safety program requires appropriate food safety legislation that assures food safety and consumer protection.  Certification of processed food is based on a range of inspection activities including on-line inspection, auditing of quality assurance systems and examination of finished products. Issues in food safety arise from microbial contamination of food due to unhygienic conditions of food preparation and food storage; fungal and insect contamination due to bad storage and poor harvesting practices; due to industrial pollutants being discharged in water sources causing metallic contamination of foods; improper or non-permitted use of insecticides, pesticides and food additives; untested and unproven newer technologies of genetic modification of foods, and willful adulteration of foods- the last being quite rampant in the country. 

7.1 Food Sector Governance
There have been considerable efforts in improving food safety/quality scenario in the country by various Governmental agencies. These include grading, certification and inspection measures such as those under AGMARK, BIS, FPO, MMPO, EIC (Export Inspection Council), as well as the developmental activities of agencies like APEDA, MPEDA, Ministry of Food Processing Industries, Commodity Boards etc. 

FPO-1955, promulgated under section 3 of the Essential Commodities Act, 1955, provides for regulating sanitary and hygienic conditions in manufacture of F & V products. Licensing under this Order lays down the minimum requirement for the following items:

1. Sanitary and hygienic conditions of premises, surrounding and personnel.

2. Water to be used for processing 

3. Machinery and equipment

4. Products specifications

In addition, maximum limits of preservatives, additives and contaminants have also been specified for various products. 

The Indian food safety & control system is bogged down by a number of laws, control orders, legislative and administrative directives at the central and state level. This leads to duplication, lack of coherence and they are not cost-effective. Codex, WTO (SPS & TBT Agreements) and the demands of international food trade are compelling the countries to seriously consider revising and updating their food control system to improve food safety and provide better protection to the consumer. 
7.2 Food Safety and Standards Act (FSSA) 2006 & Challenges
The Indian Food Safety & Standards Bill 2006 has been signed into law, promising a major impact on the Indian food processing industry. The FSSA aims to integrate the food safety laws in the country in order to systematically & scientifically develop the food processing industry, a paradigm shift from a regulatory regime to self compliance. As part of the process of consolidation, the Act proposes to repeal eight existing laws related to food safety.

The prime benefit of the Act expected is reduced confusion and hassles of multiple laws & help in regulation of food manufacturers objectively. Several features of the Act like establishment of an autonomous Food Safety and Standards Authority and a separate judicial process through Food Safety Appellate Tribunal, raises the hopes that inspector-raj will come to an end leading to speedy and fair resolution of cases & disputes.  Establishment of science-based standards is another major advantage expected. Further, implementation of FSSA is expected to create a platform wherein industry can look forward to alignment with international standards.

The tiny, small and medium scale units do not vigorously track the regulatory changes and may find it difficult to identify with the procedural, compliance, and penalty related changes brought in by the Act. The industry feels that too many gradations in penalty under FSSA that are not always at par with the severity of the offence will be difficult to manage at the field level. Therefore, there is an imminent need for awareness and capacity building programs covering salient features of the law and other procedural changes, such as PFA Vs FSSA. For this role of legal and regulatory consultants is going to be strategic in the Pune cluster. 

Meetings with various Testing & Analysis Labs reveal that the Act excludes plants prior to harvesting from its purview hence, any harmful input (such as pesticides in vegetables or antibiotics in animal feed) that could affect the safety standards of food products is not effectively covered. Therefore it would be difficult for processing industries to take the onus for ensuring that standards pertaining to pesticide residue etc due to poor quality standards of raw materials. Also standards setting exercise for foods requires availability of authentic and continually updated data not only on consumer related indicators but also on the ingredient related indicators. This would need a comprehensive monitoring of data on food consumption pattern, food additive & contaminant levels. 
7.3 Quality Issues in Cluster

A major quality issue in the F & V processing cluster is of good packaging practices. These practices will have to be developed in the cluster with respect to emerging marketing opportunities in the retail chain and export markets. Moreover, WTO regulations in sanitary and Phyto Sanitary practices also require packaging as an integral part of the export marketing.
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Fig. 7.1
The product knowledge is generally taken in a referral form through large/bulk customers like Reliance and Deep Foods, and also through in-house experts. Other bulk customers like ice cream manufacturers also provide some referral services in terms of applications, and samples. Some of these interact with firms’ staff on product development and quality issues. Some firms also outsource their RTE (e.g., paranthas) products to women in the rural areas who are trained on hygiene/quality issues by the former. 
About 33 per cent of the surveyed SME units depended upon their own recipe for products & quality development, and another 22% depend upon the referral feedback from the retail customers. Only a meager 1 per cent made use of the services offered by recipe experts for product & quality development. There is ample scope of capacity building of food consultants in the cluster in sensitizing firms for quality F & V products & packaging. Quality consultants are also required to be roped in for this purpose.

Testing & Analysis

Testing and Analysis activities by the firms do not fall into the mainframe business policy of the cluster units. Some of the units do resort to testing for an understanding of their manufacturing problems. 

Besides, certain specialized tests need to be conducted on the finished products to conform to the specifications required by the importer. These tests such as upper end of the micro-biological tests and pesticide tests are not stipulated according to the national standards and are neither warranted by the domestic markets. Though there exist some public and private laboratories that carry out some of these upper end tests needed for exports as also domestic markets, none of the laboratories are equipped with the necessary equipments. The Government laboratory (Public Health laboratory, Pune) though having the facilities is not very useful for  exports as it takes two to three weeks to get the reports from them.

Accredited labs

Implementation of FSSA in its true spirit requires setting up infrastructure i.e. accredited and fully equipped laboratories with trained manpower. With the advent of Food Safety and Standards Act, need of accredited labs both for domestic as well as international markets will be imminent. 

There are a few (8-10) other private labs but they provide limited services and their pricing level is monopolistic with respect to many scarce services which makes them unaffordable for small and micro firms. Even NAFARI’s pricing is considered exorbitant for small and micro firms. Another drawback with NAFARI is that it is not approved by FPO. Some of the private labs like Desai Lab are, however, approved. NAFARI is also not approved for exports as well under various countries’ regulations. These drawbacks when clubbed with its upscale pricing makes the business model of NAFARI a loss making proposition as it cuts into its clientele demand. However, the silverlining is that with the coming in of Food & Safety Standards Act 2006, certifications like nutritional labeling will become necessary which would set off a huge demand for these labs. So the question arises whether NAFARI will be able to capitalize on this opportunity and come out of the financial crunch that it is in currently? Will a switch to a wholesale pricing model like annual subscriptions for some reasonable no. of tests provide a solution to its crisis? A study on the product & pricing pattern of NAFARI and other private labs in the cluster is definitely required to assess this issue.

Quality Consultants & Certification agencies

There are not more than 10-12 certification agencies and quality consultants in Pune and as compared to the growing demand. The demand of genuine certification agencies is expected to grow 10 fold on implementation of the FSSA. Moreover, most of these agencies are only 2-3 years old and also do not provide complete range of services. Most of the current clients are from Medium and large companies, as the small/micro firms are not able to afford such costs. About 20% of the business of certification agencies/quality consultants come from the F & V  processing sector.
Case Study

Box: 7.1
	Acuman/Phoenix Progressive Certifications Systems Pvt. Ltd.

Acuman/ Phoenix Progressive Certifications Systems Pvt. Ltd. are sister concerns and are into Quality Certification. They are one of the leading Quality Certification experts with head office in Pune with two regional offices at Pune & Ahmedabad. They also have three franchisee agencies at Kolkata, Chennai, and Kochi. All the three companies also provide training programmes in certification with Kochi providing training in Malayalam also. The company is looking for more franchisees in other parts of Maharashtra. 

Acuman provides consultancy and training in ISO 9001, quality management. ISO 14000, environmental management, HACCP, ISO 22000, Food safety mgt. systems, ISO 18000, and Occupational Health and Safety standards 9000. Phoenix Progressive Certifications provide certifications in ISO 9001, HACCP, and TQCSI (Advanced certification). The company follows good practices and is a member of the Stringent Certification Bodies. It provides certification for three years and conducts a surveillance audit every 6 months. The company has 15 auditors all over India, of which 7 are full time. There are other 25-30 staff in the company.

As per estimates from the certification agency, there are more than 40 such agencies in Maharashtra of which 10-12 would be in Pune. Most of the certification agencies in Pune are 2-3 years old. Most of the other agencies also don’t have the full range of certifications. At present the company has about 200 clients in Pune. The main reason for the increase in clients in increasing quality consciousness in various markets. There has been a sudden surge in the number of SSI clients in the last two years due to SSI subsidy by NSIC. However, on account of this sudden surge, the Quality Council of India has become very conscious as lots of fake certifications have also come to the fore.  About 20% of the company’s total business comes from the F & V  Processing firms in entire Maharashtra. However, with the implementation of the FSSA, their business is expected to grow about ten times. Most of the existing clients are from the large and medium companies while the small companies are not able to afford the costs of certification.


As regards their business growth dynamics, most of the information on markets and growth comes through its nation wide sales network. They also promote their logos in various exhibitions. It also interacts with business associations, media, customers, and friends on various kinds of certification requirements for different markets. Most of the training of their staff is done by themselves as they are also trainers in their respective field (trains staff into Lead Auditors course). 


As there is a large export demand for Indian F & V products, particularly the organic food for which quality testing and certifications are mandatory, NAFARI may be considered for upgradation into an approved certifying agency by other countries for which its up scaling of skills and standards is needed. Even for this initiative, NAFARI would need additional finance as currently it operates on thin margins. A study may be conducted on how much such additional certification demand can be created for a viable return on investment in case NAFARI goes in for such an upgradation.

For ISO certification, the outside Pune firms have to visit Pune which is time taking and expensive. If certification agencies can open their outlets in distant places like Panchgani and Jejuri, this will greatly expedite their quality certification processes an important requirement for market expansion strategy in the current context.

Training of Operators & Analysts in Labs
Very often it is difficult to identify, recruit and continually train people for the accredited laboratories. Most Testing/Analysis labs in Pune recruit staff from local colleges like SNDT and Pune University with background in Microbiology and Chemistry. Though such staff is abundantly available in Pune and subsequently trained in-house for professional competency for at least an year before they are equipped to carry out the tests successfully, their skill levels and numbers fall short of the professionalism required post implementation of the Food & Safety Act 2006. 
There is currently  no training institute of note to train the laboratories' staff in Pune.  Some firms did try to collaborate with NAFARI for this institute through shared funding but it came a cropper with non-cooperative attitude in the cluster. The plan included providing a marketing and consultancy training institute along with training through pilot plants and model kitchen facility. This issue can be taken up with banks for funding infrastructure building and pilot plants for training. Such a training institute can be instrumental in providing adequate supply of testing experts, production and quality control experts. 

Under UNIDO initiative for the Food Processing cluster in Pune, a consultant was called (FICCI, Quality Forum, New Delhi) to introduce HACCP. A food-testing laboratory (NAFARI) was also established not only to carry out testing facilities but with the objective to carry out research and to work on the areas of product testing, (quality control & quality assurance), product development and training in an integrated manner. The Food Research and Analysis Centre (FRAC), New Delhi, signed an MOU with MCCIA to pursue initiatives which helped the Pune laboratory in the selection of right machinery, staff and in training. SIDBI and the Ministry of Food Processing Industries provided financial support while MCCIA provided finance and management. The FRAC also provided finance and management support while CFTRI provided training. However, under the subsidy based approach, things have since gone back to slumber post completion of the project. Such interventions for the benefit of enterprises in Pune will have to be again catalyzed and re-energized in order to bring the cluster units at par with the international standards. This time a market oriented demand led approach is required with similar initiatives so that their sustainability is ensured even after the project is over.  


Role & Availability of Quality Certification and Global Challenges
WTO, to which India is a signatory, has initiated a number of steps for smooth export/import of food without any technical barrier. Agreement includes following a system so that SPS requirements, pesticide residues, packing materials, nature of additives and freedom from the contaminants, are observed. Under TQM, HACCP is recognized as a tool of food safety to minimize contaminants in food crops and food. Th. HACCP establishes control system that focuses on preventive measures rather than relying mainly on end product testing. Preventive approach to the safety of food has proved to be more effective than the end product testing. 

The application of HACCP is also compatible with the implementation of Quality Management System such as ISO 9000. Implementation of HACCP also involves providing facilities and extensive education and training to farmers, food handlers, and food industries so that good practices are adopted for producing a wholesome and safe food within the framework of SPS agreement. Better knowledge of International Codex standards and codes of good practices, along with internationally accepted accredited systems of food marketing is going to be an essential feature for export development of the cluster to enable it to tap the export markets. Further, comprehensive system of certification for reducing the risk, damage and for continual improvement in food quality through HACCP can fine tune identification systems of quality and safety hazards.

The survey has revealed a lack of adequate training facilities in Pune cluster for training in hygiene, HACCP, and risk management etc.. Quality management practices in Pune are common in established manufacturing industries and also in MNCs. However, majority of the remaining units are oblivious of various quality management practices w.r.t. WTO requirements. An attempt has to be made to relate the WTO accepted quality management concepts to local industry to give them a competitive edge over others. At this time there are a few  consultants in Pune who specialise in development of HACCP system for individual firms. However, these consultants could be an expensive proposition for MSMEs. Therefore, some training programmes on HACCP may be initiated which impart HACCP training to employees and entrepreneurs of F & V processing units in the Pune cluster. In fact, with the long-run perspective in mind, there is a need to conduct management development programmes on F & V processing quality issues. Such programmes will not only sensitise the entrepreneurs to quality as a competitive asset, but prepare them to develop their own strategic quality management practices.

Micro firms
Most of the testing for Micro firms is done in-house and some testing is done based on inputs from MCCIA floated NAFARI training. However, there was little evidence of standardized tests and analyses which is a big handicap in their business growth objectives.
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The micro firms depend upon their own recipes of products. This was pointed by nearly 60 percent of the units. Other sources of product quality & design include seeing other products locally available in the market, media including catalogues, TV, recipe books, and feedback from retail customers.
CHAPTER 8:  BDS IN DISTRIBUTION AND MARKETING

8.1 Marketing Analysis

The market of the Pune medium and upper end small firms has been growing quite rapidly, and most firms have quoted a healthy growth over the last two years. In terms of geographical reach, the market for most manufacturers in Pune comprises of the city base while only a select few have their presence at the state level and a very small number have a national reach. Growth pattern in new emerging segments like frozen products, RTC & RTE products is much steeper. Export markets being beset with razor thin competition from products exported by South East Asian and Pan American countries, price and quality based competition both are important market strategy ingredients there. Important reasons for increase in product demand by some of the major (small & medium) companies are elicited hereunder :
Box: 8.1
	
	Major Reasons for Increase in Demand

	1
	a. Increasing Processed fruits & vegetables consumption

b. Growing demand due to increase in Pune population

	2
	a. Exports have increased in last two years 

b. Consumer preferences in domestic markets changing in favour of RTE/RTC products

	3
	Increasing shops / Networks & directly approaching customers in regional markets

	4
	New type of frozen food product are coming;  no. of Malls increasing in India

	5
	Quality of products at reasonable rates and timely delivery in a growing markets has helped

	6
	Improved Quality being preferred for fresh products

	7
	Now Domestic Mkts. In south & east Indian regions; overall consumer demand has also increased

	8
	Increase in Markets in two major cities in Maharashtra, Pune & Nasik apart from Mumbai

	9
	Good sales & Marketing network

	10
	Increase in market coverage (Maharashtra)

	11
	Marketing strategies & Brand Name has helped

	12
	Increasing awareness of brand in Maharashtra
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Fig. 8.1


The survey findings confirm that retailers are the main point of sale for the cluster SMEs. Nearly 40 per cent of the small & medium units surveyed sell through this route, and this combined with 9 per cent selling to individual traders & roaming vendors is indicative of about half the units selling into the local Pune market. Wholesalers are being utilised as a distribution channel by only about 29% of the sample firms. Thus, just less than under one-third of the firms are seeking market support from the regional/national domain. Some 14 percent of the units sold to merchant exporters (which may be considered as indirect exports) while only 6 per cent resorted to direct exports. 

Local Pune Market
The upper end of the small scale units and the medium scale units cater to the needs of the more affluent sections of the society and are relatively more brand and hygiene conscious. The pricing of such products are accordingly higher and packaging superior. Most of the smaller units compete with each other for their market share through lower prices and thin margins. Bulk of the market consists of the low income segment that buys non-branded, low priced products. Smaller units do not have their own marketing networks and undertake distribution through local shops/ hawkers. 
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Fig. 8.2

The institutional (local) market segment is estimated to be at least 75% of the total market in the cluster. Therefore, the technology used, marketing channels employed, pricing of the product and packaging of these products are not tailored for reach out to larger markets. So being virtually locked in a vicious circle of a local markets syndrome, the firms lose the vision towards such developmental needs for reach out to larger markets. However, even among the institutional buyers, there is no stable clientele which puts pricing pressure on the smaller firms for fear of non- renewal of orders. Only 11 per cent units received bulk orders/contracts (indicating stable clientele) while 89 per cent of the units manufactured & marketed on their own. Almost all the units servicing the bulk orders received product templates from the parent company.
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Packaging
There are no good quality packaging material firms in Pune. This assumes significant importance in the current marketing paradigm as packaging costs about 30-35% of the total sales value for most small and medium firms. With market linkage of the retail chains appearing to be the preferred marketing strategy, packaging has become an important proxy for showcasing the quality. Currently, most of the products are packed manually in simple packing material with a label of the manufacturer tucked inside partly due to mandatory considerations and sometimes for promotional purposes. The small and cottage units package their products for protecting the food items from dust and moisture rather than to enhance shelf appeal for the consumer. Semi-automated and automated machines are used only by select large units. Low grade packaging thus leads to poor maintenance of the product attributes and also erodes the quality and nutritional value of the food packed inside. The whole issue boils down to low marketability of the products in distant markets and poor propogative value of its brand.

Domestic Competition
For the medium units there is hardly any problem in combating thinning margins owing to competition. However, most of the smaller units who face competition from medium & large units also vie with each other for their market share through price cutting end up with thinner margins. Diversification in product range and expansion in domestic market frontiers has helped most of the firms. For example, one of the company Adinath Agro’s marketing strategy is focused on diversifying its products to garner a broader profile of customers and extend to new tastes like the Chinese Sauces. He has also appointed its own sales team along with a network of wholesalers/distributors for effectively pursuing the marketing strategies, which costs the company about 2-3% of its total revenues. A major learning from the survey is that to tap the pan-national markets the product has to be quality competitive. A couple of the firms which can sustain quality and supplying in the domestic markets are running full capacity and mounting with orders. maller and new entrants like Urvi Agro Ventures products however face competition from the already established branded national firms. 

Local distributors
Local distributors in Pune market for F & V processing units are burdened with insufficient growth potential due to large number of such suppliers in a highly competitive market vis-à-vis business available. The emerging Retail Chain linkage preferences of the processing units of late is also eating into their business while many small processors like to sell directly to the retailers. They therefore are affected due to low margins and are looking to regional markets like Mumbai and Satara for supplies. These BDS are required to be sensitized on the emerging marketing and distribution needs of the Pune products vis-à-vis the availability of the huge potential in various domestic market pockets. They also need domestic market information dissemination on market opportunities so that these opportunities can be translated into alternative business plans for the local distributors. Tie ups with existing large pan national distributors or stockiest and involvement of these local distributors under the project for brand building of the Pune products is a potential possibility in making them embedded partners in the market development networking.
Case Study

Box: 8.2

	Meeting with M/s Bhattad Agency – Local Distributors for Processed F & V products in Pune

M/s Bhattad are dealing into various processed food products from firms like Adinath, Haldiram and Mapro. A classification of its products into F&V vis-a-vis snacks category revealed that approx. both the stocks were kept in 50: 50 ratio. They are mainly dealers in Pune markets only and operate  from the Market Yard, Pune.  As per information provided by him, there are more than sufficient no. of such dealers in the Pune markets which did not have any scope for market expansion. Most of these dealers were single branch dealers in Pune. 

The facts given out by Mr. Bhattad were corroborated with the stocks being kept by him which were maximum for an order of 2-3 days. Business for most local dealers in processed F & V operating in Pune was not a thriving proposition due to excess supply of operators. The level of business was also verified by the low manpower being engaged by him - there were around 5 persons working for the dealer of which at least two could be part time. According to Bhattad Agency, there would be around 100 such dealers in F & V segment in Pune itself with annual turnover of approx. Rs. 50 crore taken together. The margins of these local dealers were getting subdued due to the impact of retail chain linkages of the F & V processing units. Otherwise also, local markets provided wafer thin margins due to high level of competition on account of large number of MSME players manufacturing and selling in Pune. The dealer was, however, in lookout for markets in Mumbai and other cities in Maharashtra.

Information on market enquiries are received mainly over telephone and mainly in the form of embedded information through friends and relatives as also from business acquaintances. Most of the retailers were contacted through local exhibitions and also used local sales persons on commission basis off and on. M/s Bhattad keeps their accounts and inventory records on their single PC and are using Tally for the purpose.

The dealer provided embedded services on product designs and passed on such product design recipes from retailers/customers to the SME units.


Marketing consultants

There has been lack of relevant marketing consultancy BDS in the cluster for expanding in the domestic & international markets. Currently, there are about 100 food consultants in the cluster but barely 12-15 of them provide a complete range of services of which marketing consultancy is an important facet.
Case Study
Box: 8.3

	Meeting with Dr. V. V. Karnik, Sygnet Consultants

According to Dr. Karnik of Sygnet Consultants, the food processing industry announced a lot of initiatives over the last few years but there has been very little ground level work to implement these initiatives. Well trained and professional manpower remains a perpetual problem for expanding into the retail chain and export markets which are high quality and product design conscious markets. Pune does have a large number of good Food Technologists, but hardly 12-15 of a lot of around 75-100 have a holistic development perspective for the industry. Most of them provide consultancy on project initiation and product development aspects, but very few have any inkling on the market linked approach/requirements for the industry. People are yet to be educated on the difference between selling and marketing concepts. An average small and medium firm in Pune is not willing to spend money on marketing. There is also a lurking fear in the minds of the entrepreneurs whether their marketing efforts will fructify in view of the competing efforts by MNCs for the same markets. There is a need for such an embedded service to be provided by the Food Consultants in Pune. The consultants are required to be sensitized on this issue and convinced that such efforts are likely to build for them future business linkages as and when the markets of their clients grows. Moreover, the industry in Pune is yet to wake up to emerging need of market research in view of the cutting edge competition within the sector both within and abroad.

According to Mr. Karnik, market planning should be done right at the beginning of the project rather than post set up. The marketing of the spices is however easier in this respect these being not so perishable. However, the problem in the marketing of spices is that it has strong characteristics of a monopolistic market, being dominated by brands like MDH. Pune brands lack similar strength in branding.

According to Dr. Karnik the number of Food Technologists in the cluster may not yet be a major issue, and quality is currently a more important issue. Issues which will have to be delved by the Pune Food Technologists for market expansion are PH value, Acidity, Syrup thickness and colour etc. It is anticipated that with the advent of FSSA and taking into account the normal growth pattern in the sector, the cluster will require about 250 such people in five years time with the normal growth pattern in the industry as well as with introduction of the Food & Health safety Act 2006.


Emerging  Market segments

According to estimates by various agencies like Ernst & Young and Rabobank, the domestic frozen foods business size is in the region of Rs200-Rs250 crores. In terms of the amount of freezer space that is coming up, and the number of modern retail stores that are opening the market figure may overshoot the Rs10bn estimate by a couple of fold by 2010. In Pune, some producing in these high growth frontier segments like Ready to Eat (RTC)/Ready to Cook (RTC)/ Frozen products/ Dehydrated products are also supplying to the Retail Chains like True Mart. Outside Pune, a few medium and upper end small firms are using a network of distributors at Major Cities apart from the services of  their marketing executives. 

The survey has revealed that the knowledgeable marketing agents in the frozen products field are in short supply affecting the sales growth though there is an abundant and growing demand. One of such small but highly motivated & progressive firms operating from residential premises has quoted an increase in demand of the order of 13 times during the last 6 years due to introduction of new products in Frozen Food and increase in frozen food culture as well as mushrooming no. of Malls in India. However, the pressure of competition from big companies is a big threat to Pune firms operating in this segment.

There is lot of growing demand for products of dehydration units especially by the candy manufacturers for dehydrating the fruits. Entrenching the Pune brands in this segment is important for the firms in order to take on the competition from the already established brands. Pune brands lack strength in branding as against a couple of dominant brands like MDH, Maggi, and Hindustan Lever which affects their salability. This market has strong characteristics of a monopolistic market.  Otherwise the marketing of the dehydrated and spices related products to other domestic market locations is easier as these are not so perishable. Addressing such an issue would require major marketing digs particularly into the retail chain networks, and secondly, connecting to the sales and distribution conduits for ultimately reaching the retail customer. Both the above issues need to be addressed through appropriate marketing consultancy services.

In view of the monopolistic market structure, Pune based dehydrated and spices products are looking to increase their demand via increasing their retailers’ networking in nearby areas (shops in Pune, Mumbai, & Satara) and direct marketing & sales to customers. The change in marketing strategy has also helped in increasing demand as retailers are being directly contacted bypassing the mark-ups for the distributors. 

Exports Markets – Low margin domain

Processed food industry segments from Pune that are steady exporters and have an established reputation are spices, pickles, papads and the F & V  processors. There are nearly 10 firms from the spices segment and another 12 F&V processing firms that are currently exporting. Amost 80% of the exports  from the Pune food cluster would be that of product segments chosen for the purpose of this diagnostic study. From this viewpoint, the export turnover of  the Pune F & V processing  cluster would be  just under Rs. 120 crore.

Percentage of Exports to Sales Turnover
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(*) Of firms which have export turnover to sales ratio of  0-10%, about 85% have zero exports and are selling only in the domestic markets  
The above chart shows the export to turnover ratio of the surveyed firms. Only about 16% of the firms showed any significant proportion (> or =10%) of their turnover in exports. As the export market is a highly price and quality competitive markets, adherence to the latter requires substantial skill building and  a professional Institutional setup for training and sensitisation, which the cluster evidently lacks.Lacking in the quality domain, the cluster exporters become vulnerable on the price front, and so in order to hedge their export market risks they are also tapping the domestic markets. One such exporter company is also a vendor to  major juice manufacturer for their pulp requirements, which provides them 25 – 30 % margin of profit. A firm of the genre of Temptation Ltd. with 100% exports is also entering the domestic markets through a strategic tie up with Karen's is enough indication of the margin differential in the two sectors, i.e., domestic and external. Temptation Foods is acquring a 26% stake in Karen's Gourmet Kitchen, and will help Karen in procurement of fruit & vegetable and in distribution, marketing, exports, etc. In exchange, the former will get access to the latter’s domestic market for its jams, sauces, purees, etc...

Issues in Export Market Growth

Progressive exporter entrepreneurs do attempt to move out in order to reap economies of scale. This puts pressure on them to package the product better, brand it and promote it. Such training is not easily available from formal sources as yet. Besides, entrepreneurs currently rely upon references from distributors, friends and relatives for export markets as embedded or referral services, so there is a lack professional value additions through these services in terms of outreach to global markets. There is a deep concern in the exporters that merchant exporters provide low margins to the manufacturers and pass on all the rejection share to the manufacturer. 
The survey results have also shown that there is a huge probability of export growth in the niche emerging segments such as baby foods. Another noteworthy aspect from the product development point of view is that none of food consultants have focused on ethnic foods related tastes & preferences like Indian curries (a whole range), papad, pickles, etc. while designing products. There is a big need for the local entrepreneurs and industry to be associated with Food Technologists in Pune for development of such products to cater to the ever growing Diaspora from the subcontinent. 

There are huge deterrents that micro and small scale entrepreneurs face while exporting. The first important problem is to locate the initial breakthrough clients. Small entrepreneurs find it very expensive to do the prior networking in terms of visiting resource persons, foreign clients, international fairs etc. that becomes a cost without promising any sure business. The procedural formalities like documentation for exporting are also cumbersome and exhaustive for small exporters which serves as a major deterrent to new export activities. Issues of understanding international food safety and hygiene standards and confirmation therewith are also stumbling blocks for the small firms. Consultants available  in the cluster for the export markets though the cost and affordability are major issues.
8.2 Product Promotion Strategies & Regulatory Compliances


The local market syndrome puts the small and tiny units into a myopic vision w.r.t. advertising and promotional value of their products formally for better outreach to wider markets. The local sales also does not require standards mooting special testing of the products and mainly the word of mouth publicity suffices. The brand consciousness among the consumers too is low. 

The business information sources for most of the units (over 40 per cent) continue to be family & friends. Customers also constitute the other important source. Lately, media & internet have gained into prominence. A general impression carries that business associations have been playing a rather minimal role in the new liberalized scenario, and only 12% of the Pune F&V cluster relies heavily on the association & other support institutions for its guidance on markets, new business laws, new business ideas etc. The weak networking linkages among the cluster players and the absence of a proper cluster association, except Maharashtra Papad Manufacturers Association and Maharashtra State Masala Producers Association, is one of the major weak factors in market development. 
The Sub-Contracting companies also provide these firms with samples and product profiles. Similar referral services are also provided through the distribution chain (see customers 18% in fig below).
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Institutionalization of the business information networking was found to be a major requirement of the cluster. Application of internet or websites are used by very few and portal are not used at all by the respondents in the cluster. A B2B portal in the cluster is the need of the hour and a majority of the respondents quite agreed to this view point. Currently only 11% of the respondents have indicated use of internet for marketing information.
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For sales promotion, participation in exhibition appears to be the most popular means of attracting customers. Nearly 60 per cent of the units applied this means. However, this is not to be taken on the face value, as many of these exhibitions are local level promoted by MCCIA, meant for Pune and Mumbai markets. However, a few firms have admitted to participating in exhibitions like Aahar in Delhi. Only about 9 per cent of the units used sales people on a commission basis for this purpose so distribution networking appears on a low scale. One of the innovative firms uses labels on its products containing full array of product details, as an embedded advertising mode. 
A classic case of a successful marketing strategy in the domestic markets is that of Mapro foods Ltd. Its strategy has resulted in incredible results in its business growth. The company has seen about 40% sales growth on the average in the last two years. 

Case Study

Box: 8.4
	Mapro Foods

The company was set up in the year 2000, though the date of incorporation is 04-01-1990. The company is a manufacturer having its own distribution networks in western and northern India. It is a medium firm having about 100 full time and 100 part time employees, of which about 175 are skilled and experienced in F & V processing techniques.

Major markets are in western and south India. In north the products are supplied to Delhi, Chandigarh, Jullandhar, Ludhiana, and Kolkata. The company sells through its own marketing and distribution networks through super stockiest, stockiest, and retailers. It is also in the process of hiring a Bangalore based marketing consultant for expanding its operations.

The company has resorted to diversification in product range and expansion in market frontiers though domestically. The demand of the company has increased by about 40% in the last 2-3 years. Major reasons being expansion of markets in southern states and Kolkata and in general also there is increase in consumer demand for these products provided the quality of the products is acceptable. As regards technology, the company has gone in for faster filling line for bottles so as to cater to increased turnover to meet market demand.


The company manages to keep its stocks position to the minimum by properly tying up with the marketing channels strengthening its networking with these channels. Apart from its distribution network, a large chunk of its sales is also channelised to larger companies such as HLL, Cafe Coffee Day, and Phrama cos. in case of fruit flavours and retail chains like Big Bazaar, Subhiksha, and Reliance.

Business information on markets, strategic inputs and product profile are generally sought from family and friends, net and media. Sources from the business associations are also used though not frequently. It also has its own sales team for a marketing strategy.

For its product development strategy, the company prefers to have its own recipes, it also takes cues from others' products, media as well as feedback from the customers. A major shift from the other companies is the exhibitions/fairs it holds for promotion. It also maintains the Mahabaleshwar lake as a CSR initiative where it places its company's logo on the tickets. Local ad boards and advertisement are also placed in Panchgani and Mahabaleshwar. It also has its own website. These marketing channels are also supplemented by e-mails.


The medium & large units have their agents/sub-offices in Mumbai for liaison work, and it is the smaller firms which suffer in approaching FPO office for its license, as they do not either have sub-offices or some agency arrangements at Mumbai. A via media can be worked out through an institute like NAFARI which can not only educate the cluster players on the requirements of FPO, but also provide them application forms, get them filled up and also get these submitted at the Mumbai FPO office. These smaller firms are also not duly sensitized on the requirements of selling in wider domestic markets, in terms of obtaining such standards.

In order to ensure compliance of compulsory standards like that of FDA, many entrepreneurs have little knowledge/information on the rules, amendments, and compliance thereof. Such ignorance has been quite instrumental in lack of market expansion for these firms. In fact, many of the pan-national distributors and stockiest would shirk from taking the onus of canalizing the products of units which have not complied with such regulatory standards because of the market risks attached to selling such products. People are more relying on Marathi newspapers like Vyapari Mitra for such issues which counsels on business laws.
8.3 Planning Sub-Contracting Markets & Retail Chain Linkages 
Barring 30-40 medium and small firms which are into high value added and branded products into niche and emerging market segments, most Pune F & V products are low margins and high working capital types, and are trapped in a situation where about 40% of the turnover is ascribed to raw material costs. The interest cost on such a huge proportion of working capital is not easy to maintain and becomes a major source of margin thinning. So it becomes imperative that firms move into high volumes profile in order to be able to manage their long term gross profits. In the emerging market situation, there appear two avenues for the Pune firms as a viable marketing strategy :

a) Develop linkages to emerging retail chain markets in Pune, Maharashtra, and nearby regions. In order to be able to attain a sustainable outreach to these retail chain markets a prior requirements will be higher end products, requisite quality and standards, labeling priorities, and bar-coding in the format desired by the sourcing retail chain. However, these could be additional costs to the small firms in terms of high end food technologies, training, certifications, licensing standards, and labeling & bar-coding services. There is a large presence of TruMart, Pantaloon's Food Bazaar, Reliance's Staples, Subhiksha, Spencers Daily and a host of other big retail giants on Pune's landscape, to which supply by the smaller players has been increasing. 


b) Alternatively, the cluster firms would have to make do with low end processed products like fruits pulps and basic vegetable processing like simple dehydrated products without any of the above value additions, and then serve as backward supplying units for the medium and large cluster or regional firms into higher end products like canned F & V, new trend exotic juices, ready mixes like soups, frozen products  etc.. Such processes would mean continuing with low technologies and therefore low overheads but lower turnover and scales initially as compared to the retail chain alternative. Such an arrangement, however, provides the small firms a stable market to cater to, which can provide higher price returns as compared to the local markets due to the absence of  significant selling costs. Moreover, this arrangement can also in the medium run allow the advantage of technology adoption and transfer from the sub-contracting firms and set the subcontracted firms on course for further extension/diversification of their activities to reap the scale advantages subsequently.

However, in order that both these arrangements fructify for the Pune firms, linking them to such readily available markets requires a platform of an intermediary organization which can play a role of match maker in the cluster. Such a role making organization has so far been found missing in the cluster and needs to built up either intertwined with the existing dormant organisations in the cluster, or with a new viable set up.
8.4 E –Solutions
Cluster Portal- a Virtual BDS
Though the market demand (global as well as domestic) is fast growing and remains unfulfilled, lack of information/ data on market forecasting remains a major gap area for the Pune cluster for tapping these markets which is hindering the growth for forward looking entrepreneurs. 

In marketing development, sales promotion and branding occupies a highly strategic role. But sales and brand promotion activities require huge investments and smaller entities generally don't have enough surpluses for such purposes. Further, there is a need for linking the small and micro units as sub-contractors to the backward supply chain of the regional medium units and MNC’s. This is important as the reach out of these smaller enterprises to larger markets has its own limitations. Besides,  for linkages with distribution and logistic chains, these units lack adequate financial muscle. 

The stakeholders feel that a cluster portal in the form of a marketing tool and information repository will go a big way in creating a brand value for cluster products, particularly for small and micro units. The portal should have relevant information on intra cluster supply feeds, i.e., from small to medium/large as also on retail chain demand in the region and its quality, packaging, and other requirements like bar-coding. The portal can also function as a training and sensitisation tool on such issues in the cluster. Besides, the portal can also be effective tool for cross linking the process requirements with the raw materials and BDS availability.

In the food-processing cluster of Pune, IT has been used as a pilot initiative to develop linkages between food-processing units and agriculture producer. The GIC (Grameen Information Centre) is a concept developed to provide information to facilitate better linkages. Information is provided on technology, prices, demand and supply situation in the international scenario, rules and regulations for exports, import duties,  standards and specifications. The cluster portal can also become a similar prototype for the F & V  processing activities in the cluster with related information dissemination at both its end, i.e., forward and backward supply chains encompassing within its ambit all the related BDS activities.


ITC's e-Choupal model is on the other hand a successful backward supply chain information linked model for the processing activities. Farmers have benefited from more accurate weighing, faster processing time, and prompt payment, and from access to a wide range of information, including accurate market price knowledge, and market trends, which help them decide when, where, and at what price to sell. ITC has also benefited from net procurement costs that are about 2.5 per cent and it has more direct control over the quality of what it buys. A similar initiative can be envisaged in the Pune cluster by linking the cluster portal with the existing e-kiosks set up in Pune and Satara Dists. for an online information set up in the backward supply chain in the cluster. Such a backward linked e-kiosk based model can be an effective channel for cost savings for the fruits/vegetables processing cluster. 
Box: 8.5


In fact, management efficiency at the enterprise level needs to be clubbed with efficient networking. Established food-processing clusters but with a weak technical knowledge base and weak information channels ultimately lack consistency in competing within low margin markets. Legal compliance, support in HACCP certification and need for establishing food-testing laboratories are also critical information. An information portal www.foodindia.org with information on international product standards has been developed by the ‘Mahratta Chamber’ (MCCIA) in Pune. But, awareness level on this facility is low given the low proactiveness of the association. Information gaps need to be reduced for the F & V  processing cluster through a more focused BDS centric portal by networking with different support institutions and service providers.

Though some of the companies resort to e-applications like e-commerce,  website and video conferencing as marketing tools, such firms are far and few. The entrepreneurs are quite vocal that the traders tend to eat large margins out of the manufacturer’s cake and needs to be eliminated. E-commerce based activities would help in achieving this. 

Internet Based Marketing BDS must however, focus on the following issues :

· Efficient Internet BDS Portals should be based on concrete BDS structures on the ground and business advisors using information in daily business consultancy work on enterprise level. 

· Direct target groups of Internet based BDS portals are not only business owners (with less Internet use) but intermediaries like business consultants, BDS facilitators, partners etc. 

· By Media mix of Internet, BDS newsletter, CD-ROM, printed handbooks and sales in bookshops, information via intermediaries trickles down to enterprise level. 
· Using WebPages with simple html code that can easily be updated by local low-cost personal and partners. 
8.5 Survey Results of Marketing – Micro Enterprises
Most of the micro enterprises are single person run firms with manufacturing being done in-house. The demand of the firms have increased by 30% in case of fruit based products, 80% in case of chatnis & suparis, 25% in case of khajoori pan, 80% in case of papads, and 15% in case of pickles. Major reasons cited by most firms (in Pune) for increase in demand are SMILE NGO network, product range, tasty products, prompt supplies, and reliable quality.

The marketing of these firms is only through NGOs, Khadi Bhandars or through direct retailers within Pune city. Some of the firms are also selling to caterers, and chains like Desai Bandhu, Chitalebhu these cases are far and few (one for these two chains and one for Apna Bazaar).The NGOs also organize exhibitions but these are limited to Pune district. Marketing through posters is done only in the local areas (firm locality). These firms also form selling groups with SHGs which sell in nearby localities. The firms also resort to attractive packages like in jute form, a marketing tool applied for attracting new customers. Some of the firms advertise in the local newspapers also.
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Fig. 8.7
The survey findings of micro firms confirm the various methods used to find new customers. These include participation in exhibitions, promotion through banners & posters, usage of attractive packaging material, direct contact with customers or through word of mouth. Some 55 per cent of the units participated in exhibitions to attract new customers. This was followed by advertising at 18 per cent & direct sales method at 9 per cent.
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Fig: 8.8
As is the case with small & medium firms, the micro firms too depend heavily upon their family & friends for business related information. This was indicated by over 40 per cent of the units. Customers are an important information source. Media including, TV, newspaper, internet & business associations are equally important for information access.

Tapping of the market through sales persons on commission basis was tried by one respondent but did not work. Agents/distributors ask for very high mark ups, so they are generally not resorted to. Some firms have distribution networks in Gujarat/Mumbai and Delhi and other places in Maharashtra. In fact there is a great need for linkages to the retail chains and supplies to institutions and corporations.

Branding is another pain issue for these firms in market expansion. Though outlets like SMILE are doing marketing for these firms, there is a need for giving a direction to such efforts so as to migrate these micro firms from the local markets to regional and national markets. Branding and quality will be major issues for linking these firms to the retail chain and other wider domestic market. Marketing of frozen F & V processing products to the retail chains is also one of the major issues for such firms. 

Most of these firms are using local packaging supplying firms for material. However, good packaging symbolizes quality of a product and remains another major issue with these firms in marketing their products outside Pune or linking them up to the retail chains which needs sensitization. The micro firms also receive some embedded/referral services such as from NGOs, family friends, lawyers, suppliers/distributors, retailers etc. Only in one case there were suggestions from MCCIA.


Box: 8.6

CHAPTER 9: BDS IN INSTITUTIONAL, FINANCIAL, AND OTHER INFRASTRUCTURE INCLUDING ENVIRONMENT & INDUSTRIAL SUPPORT ORGANISATIONS

9.1 Employment

Spices & pickles are the biggest employment creators in the Food Processing industry in Pune cluster\ followed by dairies and F & V processors. This is because of Lijjat Papad and its huge labor force being accounted for in this segment. 

There is also an apparent need for higher women labor employment in this sector given their natural orientation to food products, still it is difficult to source women labor from the market except in the spices segment.  Generally no. of women workers was higher in the lab work domain. As per a recent MCCIA study, the ratio of male to female workers in the industry is at around 2:1, though in the spices category, the same is found to be nearly reversed at 0.4:1. 
Higher Women employment can have a cost efficient impact on the industry units in two ways :

a) Better quality & process efficiencies as women better tuned to food related aspects.

b) Increase in cost efficiency for the units as women are available at lower wages then men.
9.2 Training Institutions and Skill issues 

Pune lacks good technical and training institutes for the F & V Processing. Most entrepreneurs have either been trained in the parental units since childhood or have learnt in another unit before setting up their own. Most small/tiny category entrepreneurs have had no formal training and upgraded their skills subsequently through short term courses with little awareness on food fair, local training institutions or an exhibition to update their knowledge on recipes, technology or packaging issues. Though the Food and Nutrition extension unit has trained a small number of entrepreneurs as per MCCIA sources, management skills of entrepreneurs were found wanting, e.g., costing of the product was not undertaken for product pricing and accounts were also not properly maintained either for taxation or banking/finance. 

Lack of formal training is also true for the supervisors and/or masters (skilled foreman) in SMEs who generally graduate from the position of an unskilled worker. The supervisors/masters perform important functions of exercising control over the labor including recruitment, and also do the task of raw material/ finished goods movement, packing and other sundry jobs. Associations have made little efforts in providing various services on account of a lack of a cooperative and constructive approach to skills and training problems. Untrained supervisors/masters pose a problem of creating a line of professional supervisors, who can act as the crucial link between the entrepreneur, food technologist and the labor for ironing out many of the issues on quality and hygiene. 
There is just one Govt. ITI (girls) at Aundh, Pune which runs a single one year general course in Food

Processing. The cluster definitely lacks institutions like a specialised ITI in food processing. As a result, a suitable labor force minimally sensitized to Good Hygiene Practices and skilled in value addition processes in food processing is difficult to get. Moreover, there is acute shortage of skilled staff in Food Technology and Processes in units situated outside Pune city, as most of this staff are women or girls who really do not like to travel outside the city. So, mostly industry gets raw labor which take around a year's time to train on industry practices. So the entrepreneur has to compromising on key business areas such as marketing or sales due to paucity of time. This requires strengthening of existing institutions or creating a network between all such agencies that can contribute to the training issues of F & V  processing units. 
Management skills of entrepreneurs is also limited, e.g., Costing is not undertaken for pricing the product, and accounts are maintained primarily for taxation and  finance. Further, most entrepreneurs have to themselves emphasize the need to educate the workers to maintain cleanliness and hygiene as there is little appreciation of such values in the cluster
9.3 Survey Results

The survey has shown that skilled staff of NAFARI as well as other labs in Pune is recruited from local colleges like SNDT and Pune University with background in Microbiology and Chemistry. Most of the skilled staff in firms were also trained in-house as product development experts and were either M.Sc. (Micro Biology) or M.Sc. (Chemistry) passed out from Pune University or SNDT women’s college. 

As regards the product development, this is done through own recipes, seeing others' recipes or feedback from the retail customers. The general impression is that for firms outside Pune, the Association training schedules do not come handy due to distances. The in-house staff get updated on product requirements through books by chefs like Sanjeev Kapoor and Tarla Dalal. They also do not generally use services of any external food technology consultant .
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Fig. 9.1
52 per cent of the small & medium units reported participation of themselves or their staff in the training programmes conducted by associations primarily the MCCIA. However, these training programmes were not conducted on regular basis and the domain coverage of the programmes is very limited. 11 percent indicated undergoing training conducted by private institutes & 13 percent mentioned the training was provided by the parent company through its agents. A bulk of the units also participated in the business based training programmes conducted by NAFARI, CFTRI etc. conducted only sometimes. A handful of the units also reported conducting their own training programmes for its staff.
Lack of skilled workers though have not been a constraint for the medium as well as the high end small firms which pay well. These companies are also send their staff to MCCIA based NAFARI and CFTRI, Mysore for training. 

Micro firms
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Fig. 9.2
For micro firms also, training is one of the major missing links in an expansive marketing strategy and firms do find the need of training for better understanding of quality, hygiene, sourcing and marketing issues. Many firms attended training seminars held by MCCIA, College of Agriculture Pune, Zila Udyog Kendra, MARKET Yard, All India Women’s Conference Aga Khan Palace, Center for Entrepreneurship Development, and MITCON organised programmes. Training by All India Women’s Conference Aga Khan Palace has helped these people in innovative product ideas like product development without sugar syrups which are mixed at a subsequent stage. The major sources of updating their skills, keeping abreast with the new developments in the sector as witnessed from the survey are association conducted training programmes & activities. This was pointed out by nearly 70 per cent of the units though such programmes were far and few. A few of them have also indicated of utilizing the services of private training institutes (other than MCCIA programmes mentioned above). These appear to be an important source for the micro firms of the cluster. 

Other Government Support Institutions and training infrastructure required

Bigger units face problems relating to Government policies, lack of testing equipment specially required for exports, lack of training facilities and provision of timely and correct information. The support institutions set up by the Government are too generic in nature to be of any help to the industry. The institution such as 'Maharashtra State Institute of Hotel Management & Catering Technology' confines itself to regular graduate and post graduate courses meant for new comers. The short term courses conducted by the institute don’t have much reach out to the existing entrepreneurs. The Public Health Laboratory takes long to deliver the test reports though it has one of the best testing facilities in Pune. Central Food and Technological Research Institute based at Mysore with excellent infrastructure could prove to be an effective organization in providing consultancy services to the industry provided it has some branch running in the city. 

The traditional knowledge of F & V processing used by many processors needs to be blended with latest innovations in the processing technology. This will result in product innovations and new product development in the sub-sector. 
Box: 9.1

Proposed Training Intervention in the backward supply chain

A few medium and upward small companies are already getting the cleaning, cutting, sorting and grading operations in the nearby rural areas through their own sheds, where such operations are supervised through training on hygiene and quality related practices. Local village level workers do this work through the network of Farmers' societies. This exercise is required to be replicated on a large scale in order to upgrade the quality of the raw materials being supplied to the other cluster processing firms also for cost efficiency and is also globally the standard practice for saving the cost and turnover time to the processing companies. These household production centers in the food processing industry broadly classified as Self-employed Non-farm Enterprises do not generally follow hygienic ways of producing, mostly because of lack of awareness, non availability of a working platform in the household etc. These investments being very minimal can be easily financed by banks in Pune which are eager to take up such loans.


In both Pune & Satara (incorporating Panchgani, Mahabaleshwar) disricts. the respective Annual Credit Plans have adequate provisions during the current year (2007-08) for financing of pack houses. For the plan of Pune district the target is to finance 95 pack houses in the 13 blocks. It is assumed that 12-13 rural SHGs will come together under an umbrella of “Economical SHGs” for each pack house activity that will purchase the various products prepared by the SHGs as well as the fresh farm produce. After getting cleaned, sorted, graded, and packed with labels under the financing scheme, the fruits and vegetable products in the rural areas are then to be transported to Pune City by the “Economical SHGs” in refrigerated vans which would also be financed. These will then be sold to SHGs of the Pune Municipal Corporation, Pimpri Chinchwad Municipal Corporation, Hawkers’ Association, Big bazaar/Malls and also marketed directly to the retailers/wholesalers. The block development officer under each block is entrusted with the job of managing these “Economical SHGs”. 

Labeling of several products in the backward supply of semi processed raw materials is also being made mandatory with growing concern over genetically modified organisms in the food chain and concerns about threats to the environment. Suitable interventions in the area of packaging & labeling can enable household producers to cater to the needs of the market in a better way. Similarly, packing of F & V in the backward supply chain can be done manually or by machines. Packaging material can consist of plastic/polythene material or aluminum foils, fiberboards or cardboard material of durable quality. The objective is ease of handling in loading and transit to the destination as well as minimizing loss or damage to the horticultural produce. 

Training and capacity building in these activities is a necessary input for the success of such endeavours and also for secured repayment of the bank loans disbursed by them. The project can thus empower the rural poor through establishing commercial viability of their household enterprises and through capacity building. Nationalised banks in the cluster have undertaken a noble developmental initiative in the district by setting up three training institutes which can provide training for the pack house or related activities in the district These institutes are as under : 

a) Maha Bank Self Employment Training Institute (MSETI), Hadapsar, Pune – set up by Bank of Maharashtra and NABARD (in all disricts. of Western Maharashtra)

b) Baroda Swarojgar Vikas Sansthan, Tal. Haveli, District Pune – Set up by Bank of Baroda

c) Rural Development and Self employment Training Institute (RUDSET), Talegaon Dabhale, Tal. Maval, Pune  – Set up by Syndicate bank & Canara bank

However, these training institutes lack adequate staff and training resources at their end. Under the project, the abovementioned training institutes can be tied up with the professional training institutes present in the cluster for regular training of the manpower involved in the pack house initiatives.

9.4 Financial Institutions and Banks

Food industry being a seasonal industry requires increased working capital to procure raw material during the season. Several units, both small and medium face difficulties in dealing with the banks who fail to appreciate the working capital needs of the industry due to the nature of industry. This is particularly important for F&V processing units which need to procure raw material in bulk due to seasonality factors. Irrespective of the size, the units face financial constraint to run operations due to the inflexible approach of local banks to provide working capital finance to cater to the seasonal requirements. On the banks’ side, due to high cost of market development, the profitability of F & V processing companies is under pressure in the initial years of their operation. This does impact the risk rating and leads to high cost of borrowing. Even temporary adversities in market conditions can lead to defaults and eventually the loan can become a non performing asset for banks.


Industry version on Financial Services
The Pune units have to give immediate payment to their raw material suppliers. But since the small and micro units are mostly selling in the local markets, most customers - hotels and industrial canteens have to be given credit of at least 3-4 weeks. Some of these canteens also default in payments. So while it is imperative to give credit to the customers, the recovery of receivables is not proper and in time. This results in immediate cash needs for which bank finance is needed in the form of working capital which is generally more than funding raw material stocks. Banks will be required to fund this kind of genuine trade finance and should fund the same through suitable loan mechanisms. 

[image: image23.emf]Financial Institutions Preference 

Public and 

Cooperative

6%

Public & Private

8%

Private & 

Cooperative

6%

Private

22%

Public 

28%

Others

30%


Fig. 9.3
As regards the banking practices, the public sector banks are the most preferred banking BDS in the cluster with about 28% firms banking with them. This is followed by private sector banks at 22 per cent. Some of the difficulties confronted by units in getting term loans from the banks & FIs include inadequate sanction, long time taken in processing, extra burden of interest, over draft facility not provided, and working capital problems. Besides, there were instances of some private and foreign banks deliberately hanging on to the enhancement proposals of the SME units. In fact credit provided is often short of the unit’s requirements thus resulting in poor operational growth leading to the repayment problems for the borrowing manufacturer. Though under such a situation some units mentioned Cooperative Banks to be a better option, these banks were also no better in terms of delayed sanctions and clubbed with their higher rates of interest, were in fact as a matter of choice only a last resort for the SMEs.

Finance and Credit growth in Pune Cluster 
In both the districts Pune and Satara (incorporating Panchgani, Mahabaleshwar), the Bank of Maharashtra is the Lead Bank. Other major banks providing credit to the F & V  processing sector  included SBI, CBI, BOB, and BOI. The credit growth in the District was quite high at 326% during the last year as compared to 31% in the previous year and 6% the year before that. However, in Pune district., it has been observed that the finance to Small and Medium enterprises has been coming down over the last couple of years. However, the total credit of the Pune Rural District As on 31.03.2007 was 22,300 crore and the CD ratio at 71%. As regards the credit to the BDS services in the F & V  processing sector, banks in the district were financing only the transporters and cold storages where too the recovery %age was quite low.


The Bank of Maharashtra had one SSI branch in Pune and District. each. The bank had 242 SSI accounts in Pune (Rural) District with outstanding loans at Rs. 645 crore. It mainly targets Sugar, Gur and khandsari sector in Food processing. We enquired at the SSI branch Gultekdi who informed that the average time for processing the working Capital loans were 3 weeks. The SSI portfolio of the branch was Rs. 82 lacs with 1310 accounts as on 31.03.2007 which appeared quite low. The branch had only two accounts in the F & V processing sector, which failed (NPAs) and as such currently there were no such performing accounts. The recovery rate of the bank Pune (Rural District) was 49%, which again was below average. During the previous year the growth in MSME advances was only Rs. 11 crore. As regards the credit expansion campaigning for MSMEs, no sectoral campaigns have so far been taken up in the district. The bank resorts only to general credit campaigns.

So, on the one side the rate of growth of the credit to MSMEs was low and virtually negligible, on the other the recovery rates were abysmally disappointing. This clearly indicates not only the unwillingness of the banks to extend credit, but whatever credit has been extended has not been assessed discreetly. This means that credit has really not been extended to the deserving borrowers in terms of their financial viability and growth potential as seen from their product profile, market linkages, and level of skills & quality of management available. The banks perhaps do not push too hard to expand credit to the SME segment as these are seen as low return & high operating cost (in terms of cost of processing time taken vis-a-vis returns)  businesses . Change of such an opinion would require a lot of sensitisation of the banks in the cluster. 
Method of loan assessment for SMEs 
Moreover, with raw material availability often being seasonal, and/or concentration in demand, inventory holdings are high and thus the working capital finance issued through normal Maximum Permissible Bank Finance" method does not address the funding requirements adequately. An assessment/study should also be made whether banks are mainly into collateral based lending in Pune or are they gradually switching to receivable based lending. The MSMEs are at a strong disadvantage while their loan-worthiness is being assessed through the former , as they have not much to offer by way of collaterals. As a matter of fact, in most developed countries, MSMEs' loan applications are assessed on a receivables based criteria which is a better method as it assesses the future receivables flow of these units based on various parameters. Infact, the RBI has prescribed a similar method of loan assessment for MSME loaning under Nayak Committee Recommendations which prescribes lending at least 20% of the annual gross turnover of the SME units.


Micro Finance : SHG-Bank linkage model, a success story

Under the Annual Credit Plan 2007-08 (Pune- Rural Distt.), the Bank of Maharashtra has set a huge target for loaning to the Self Help Groups (SHGs) in the rural areas doing activities cleaning, sorting, grading, and packing with labels.  During the year 2006-07, 15, 230 SHGs were financed a loan amount of Rs. 42 crore by banks in the district averaging into an amount of Rs. 27,500/- per SHG. During the year 2007-08, a  financing target of 10,000 SHGs has been kept for financing upto Rs. 30,000/- per SHG. For repeat finance, a max. of Rs. 50,000/- per SHG has been envisaged under the plan for a target of 5000 SHGs. There is also a provision of a cash credit limit finance of Rs. 25,000/- through the Savitri Credit Card (Bank of Maharashtra) for marketing initiatives of these SHGs, from where these SHGs can meet their working capital needs. This SHG linkage model is highly successful with a 100% recovery record. The private banks are not much into the SHG linkage micro finance model, except HDFC bank which is financing the NGOs. However, such a model of finance does not fulfill the requirements of progressive units who wish to move into a higher turnover loop. Moreover, there are some others who would wish to pursue the collective processing model in order to reap the economies of scale. Finance requirements of similar ventures would also require enhancement of the minimum threshold finance eligibility by banks.
New emerging markets in fruit & vegetable sector for bank finance

There are new emerging markets coming up for the F & V industry in the Pune cluster, which have a high growth trajectory. Some of these like dehydration technologies are quite cost effective and can be fruitfully utilised by the F & V processing units for expanding their business. The machinery for this production activity costs in the range of Rs. 20 lakhs and can be easily affordable with the help of bank loans even for the micro units. This activity can be easily taken up by a group of micro units through a SHG. 

Other Financial Assistance

A number of schemes, short term and long term, exist for providing financial support to the food-processing industries. These are offered by:

1. Ministry of Food Processing Industries (MoFPI) 

2. Small Industries Development Bank of India (SIDBI) 

3. Agriculture and Processed Food Products Export Development Authority (APEDA) 

4. National Horticulture Board (NHB) 

5. National Small Industry Corporation (NSIC) 

6. Maharashtra Small Scale Industries Development Corporation (MSSIDC) 

7. Commercial / Co-operative Banks.

8. District Industry Centre (DIC)

Whereas SIDBI, MSSIDC and NSIC sanction term loans against collateral of fixed assets such as land, plant and machinery, etc., commercial and co-operative banks provide short term working capital finance to industrial units. These working capital loans are normally secured against pledging of stocks, raw materials etc. or advances against bills or work-in-progress. However, approaching two different institutions for different loan requirements can be tedious and costly. Instead, it is now possible to avail of both kinds of loans from a single institution that has been notified to be an "eligible" institution for a "Single Window Scheme" floated by SlDBI. SIDBI also provides immediate assistance to SSI units either in the form of Direct Finance or through Bills Discounting. 
9.5 Infrastructural Facilities
The F & V processing industry cannot survive and grow without basic infrastructure connectivity such as roads, ports, airports etc. in Pune district as well as that between Pune and other cities. Processed F & V products are delicate and sensitive to moisture, temperature and pressure. The transportation time factor is hence more crucial for the success of these industries as compared to some other industries and is intimately connected to the availability of good roads, bridges, ports and airports. This will certainly help in curtailing unnecessary delays and avoidable costs.

Industrial Estate Infrastructure Facilities 
The creation of food parks as single centre hubs for preservation, cold storage, refrigerated transport, rapid transit, grading, processing, packaging and quality control are going to be key success determinants of cost effectiveness. In Pune also, a food park has come up promoted by Chordia Food Products. The park has got common facility centers to facilitate the small and micro enterprises in their business processes. 

Box: 9.5
	Chordia Food Park

One of its kinds in Maharashtra, the food park has been conceptualized by the Chordia group. Spread over a vast expanse of land Chordia Food Park, is located at Shirwal; 55 kms. from Pune on the Bangalore-Pune highway (NH-4), it is about 200 km from the international Airport and from the all weather seaport at Mumbai. Peaceful and located amidst the rich and fertile belt of Maharashtra where skilled and unskilled labour is available in plenty. 

The facilities provided within the Park include, Product Development Centre; Pilot Plant; Analytical and Quality Control Laboratories; Cold Storage and Warehouse; Effluent Treatment Plant; Engineering and Maintenance; IQF Line etc

The Company has secured the ISO – 9001-2000 certification thus adhering to all the Quality systems. Close watch on all HACCP system is being given by special internal HACCP team throughout the year to ensure 100% food safety.  With installation of additional production facilities, the Park is in a better position to look for newer market for branded products. To capitalise on its core strength of manufacturing quality products, it is looking for newer business opportunities in terms of marketing tie-ups with overseas companies of repute. Chordia factory premises have their own waste water treatment plant. The wastewater collected from different processing areas is being treated and checked for the COD levels which are further used for plantation. Recently it has entered the Frozen products category.  Regular training and development programs as per the requirement of staff as well as workers is conducted to improve their efficiency  &  knowledge.

Other facilities provided include:

· Cold storage  

· Common storage facility/ warehouse 

· Separate production hall 

· Internal facilities/infrastructure like streetlights, water, and electricity 

· Marketing Network 

· Raw materials from Pune – Shirwal & Shirwal to distributors 

· Packing materials 

· Tetra package facility 

· Frozen food facility & Canning facility 

Chordia's Food Park model is as under :

 Entrepreneurs send business plans, or alternatively Chordia's hand-pick budding businesspersons to execute proposals. The Food Park provides the infrastructure, which has been set up with an investment of Rs 16 crore, half of which came from the Chordia Group's internal resources. The entrepreneurs then sell their products to group company Chordia Foods, which markets them via its retail outlets. The plan is to have 15 such outlets in Pune shortly.


Power 
Frequent power cuts disrupt the production cycles. The capital cost of gen-sets is quite high and the running cost works out to nearly double the cost of regular power supply. Hence, it is imperative that the power crunch be resolved immediately. Particularly, for the units operating from outside Pune city limits areas like Jejuri, Indrapur, and Haveli, this is a serious problem as the power cuts last for as long as 12 hours. 

Provision of Quality Water 
Water is also an important part of processed F & V  products. Most rural areas are deprived of safe and hygienic quality of drinking water. As a result, the units functioning outside the city limits of Pune are not able to adhere to the quality and safety standards which affects the marketability of their products. Some Medium units do have their own water treatment plants but adds to their cost. Further, the onus of getting the water treated to the standards prescribed by the WHO will be put on the industry under the new FSSA. Water used in processed F & V products therefore has to be of the safest and most hygienic quality. However, would not be correct to put such a burden on the industry. The local bodies will have to be sensitized to the water quality that they provide.
9.6 Industry Organization
A basic problem besetting the Pune cluster players is the issue of developmental cooperation. People being caught in low turnover and growth spiral don’t look beyond their neighbours for competitions which leads to this developmental bottleneck. This issue in the cluster of forging a trust level between the major stakeholders is a prior requirement before the cluster can set off on any developmental initiative. Such a joint cooperation and trust can help evolve successful business strategies within the cluster. For example, the smaller units can be induced to become suppliers to the bigger units within the cluster which will obviate their need for going into expensive quality and testing operations.
9.7 Water & Waste Water Management – Environmental Issues
F & V processing plants have numerous operations that use water and discharge skins, juices, bits of flesh or rejects which can contribute to pollution. Food handled in any form such as processing, packaging and storage have an inherent generation of wastewater. The quantity of this processing wastewater that is generated and its general quality (i.e., pollutant strength, nature of constituents), has both economic and environmental consequences with respect to its treatability and disposal. Major water use and waste generation points associated with the F & V  industry include the washing steps for raw and processed produce, peeling and pitting practices, blanching, fluming the produce after blanching, sorting, and conveying the product within the plant. Reducing size, coring, slicing, dicing, pureeing, and juicing process steps, as well as filling and sanitizing activities after processing, also contribute to the waste stream. The environmental consequences in not adequately removing the pollutants from the waste stream can have serious ecological ramifications.

An air system instead of a water system should be used for cooling products. Studies comparing hot air blanching of vegetables with conventional hot water blanching show that both product and environmental quality are improved by using air. Segregating wastes within a plant can be important in optimizing the least-cost approach to waste treatment. It is usually less expensive to treat small flow separately than to mix it with the entire plant waste flow, and then attempt to treat the much larger volume.

Many factors determine the final effectiveness of proper water use. For example, tomatoes spray-washed on a roller belt where they are turned over are almost twice as clean as the same tomatoes washed on a belt of wire mesh construction. Also, warm water is about 40% more effective in removing contaminants than the same volume of cold water. The last major source of liquid wastes is the washing of equipment, utensils and cookers, as well as washing of floors and food preparation areas. The wastewater from clean-up periods is likely to contain a large concentration of caustic, thus increasing the pH above the level experienced during processing.

Use of waste monitoring equipment such as temperature recorders, conductivity measurements, flow measurement devices, and turbidity measurements can be used to conduct mass balances at a processing plant, and to pinpoint potential improvements in processing operations. Such techniques can help in reducing waste handling costs, water conservation and enhanced reuse and savings of raw materials.

F & V processing waters however, cannot be reused indiscriminately. Their recirculation in contact with F & V products must allow satisfactory product and plant sanitation such as:  

· The water should be free of micro organisms of public health significance.

· The water should contain no chemicals in concentrations toxic or otherwise harmful to man, and no chemical content of the water should impose the possibility of chemical adulteration of the final product.

· The water should be free of any materials or compounds which could impart discoloration, off-flavor, or off-odor to the product, or otherwise adversely affect its quality.

· The appearance and content of the water should be acceptable from an aesthetic viewpoint.

Consideration should be given to steps that can be taken within a plant to conserve water, thus enabling the liquid waste disposal system to operate more efficiently and thereby reduce water pollution. As an example of water conservation methods the steps possible in a F & V processing plant include 1) using automatic shutoff valves on all water hoses to prevent waste when hoses are not in use (a running hose can discharge up to 300 to 400 gallons of water/hour), 2) using low-volume, high-pressure nozzles rather than low-pressure sprays for cleanup, 3) avoiding unnecessary water overflow from equipment, especially when not in use, and providing automatic fresh water makeup valves, 4) avoiding using water to transport the product or solid waste when the material can be moved effectively by dry conveyors, and 5) reducing cooling water flow to the minimum to accomplish product cooling.


Eliminating water in certain unit operations also eliminates attendant problems of treating the wastewaters, which were generated by those operations. Wherever possible, food should be handled by either a mechanical belt or pneumatic dry conveying system.  An alternative available for eliminating or reducing the wastes created during processing involves the modification or elimination of the step or steps which are producing the wastes. For example, since the peeling process is one of the greatest sources of wastes in most F & V processing plants, efforts have been directed toward modifying the peeling process so that the peel waste can be removed without using excessive amounts of water. 

Business Development Services for effective water treatment, waste water management, sensitization & training in plant process management, technology providers etc is highly desirable in Pune F & V processing cluster. Water is an absolute necessity in most F & V processing operations, and by practicing its conservation and reuse, the amount of liquid waste from these operations can be reduced. Until recently, little consideration was being given to water reuse because it was cheap and relatively abundant; reuse was considered hazardous because of bacterial contamination. However, now even units are willing for this as water does not come free anymore and they have to pay huge amounts for its usage. Such considerations are important even to address the Environmental concerns under the WTO regulations for export units.
CHAPTER 10: PACA (PARTICIPATORY APPRAISAL OF COMPETITIVE ADVANTAGE) EXERCISE

As a sequel to the validation of the diagnostic study, a PACA exercise was conducted in the form of three workshops held with the Bankers, Processing firms, and the various Business Development Service (BDS) providers. These workshops were conducted on 26th July, 30th July, and 31st July respectively. These feedback workshops have helped in fine tuning our implementation plan to the ground level Business Dynamics of the stakeholders. The major points emerged during PACA feedback from the three workshops are given as per matrices hereunder :
Table: 10.1

	10.1 Banks



	Suggestions for Pune Micro, Small & Medium firms in the fruits / vegetables to improve their bankability.
	Main hindrances in offering loans to MSME's in Pune F&V Processing clusters.


	Banks’ customized financing Scheme for F&V Processing cluster / MSME's particularly its ability to fund the requirements in time in view of the seasonal production pattern of industry.

	· For improving bankability study of marketing systems/ marketing linkages should be carried out first. Tie up arrangements for marketing (forward linkages) should be created
· In Pune district there are different pockets for various fruits viz Purander, Bhor Block specializes in cultivation of Fig fruit and custard apple, Baramati, Indapur Block in Pomegranate & Grape, Junnar Block in Vegetables specially Tomato, Khed Ambegaon Block in Potato, onion etc. Block level progressive Farmer's meet cum Workshop should be organised to get their suggestions on semi-processing activities like syrups. Formation of farmers clubs should be propagated.
· Involving Bank Branches in coordination with / Govt. agencies / NGO / Contract farmers right from identification of activity to marketing for linking up the entire supply chain. This will create a more transparent relationship between the bankers and the processors.
· The processors should contact bankers without hesitation & provide information on detailed processes & product range, as also their capacity and clarification on their stake in the following business lines :
· Strategic product development

· Marketing arrangements
· Storage & Distribution Channels
· Advertising modalities
· Chilling plants, godowns and small vehicles are required for transportation of the product from rural market to semi-urban/urban areas

· Proper training facilities to be provided to the entrepreneurs.

· Easy licensing process – Delayed licensing puts (interest cost) pressure on the firms once their moratorium period is over; they are required to pay the installments while the production/marketing is held up due to incomplete licensing
· Proper/latest technology of finished product

· Tie-up or contractual arrangements with the raw material producers/suppliers for quality raw material.


	· Timely release of subsidy is essential. The subsidy part is already factored in at the time of assessment of the loan proposal. So delayed arrival of subsidy leads to resource crunch and therefore time & cost over-run of the project.
· Liberalized policy for licensing for the proposed units

· No proper association for vegetables & fruits other than grape, pomegranate & pear in the Pune district Such associations make common raw materials sourcing/information hubs for the processors.
· No special and well established brands in Pune cluster which makes it very difficult to market their products

· F & V are perishable in nature, so very short period is available or converting into finished products as there are no proper cold chain facilities available.
· Marketing chain/facilities/linkages are not available.

· Non availability of cold storage facility at affordable costs.

· Non availability of proper gradation., cleaning, sorting of raw materials.
· Lack of proper Financial data/study on the project, so accurate assessment of the proposal is not possible resulting in rejection/delays in many cases 
· Financial Management failure due to lack of sensitization in financial issues.

· Little  problems if such units are from Pune itself. But if such clusters are from rural areas then there are issues of adequate collateral security  and storage arrangements. For such distant units, frequent assessment of stock position is not possible and therefore higher collaterals are asked for.
· Seasonal Production cycle requiring higher working capital than permissible during season.
· Lack of brand building /development of market for products.

· Delays in fund flows from govt schemes apart from subsidy i.e. venture capital etc. 

· Lack of Technology

· Lack of availability of quality raw material
	· Currently most banks don't have any financing profiles (F & V  processing) in surrounding areas. However, finance can be made available finance through bank branches in Pune with the help of specialized agricultural advances branches

· Financing of the seasonal production pattern will be successful only after survey of availability of infrastructure.

· The seasonal financing pattern is being considered for the following products :

Raw Product    Value Addition
Fig                     Dry Fruit                
Onion               Powder, flakes
Milk                  Paneer, Cheese
Custard Apple   Pulp   for                                                              Ice Cream                                    Banana              Chips, Pulp
Leafy veg.         Powder 
Papaya              Small Cubes
Chilies              Green Powder               Cabbage/          Ready-to-

Cauliflower       Eat Product

· Following points will be considered in evolving a scheme :
· Economic Survey of Entrepreneurs - their interest and capacity

· Probability judgement of group forming and tie up with a mediatory agency for marketing/sourcing
· Market awareness to be assessed
· Dehydrated vegetables / fruits
Natural fruit drinks i.e. mango, Kokam, Amla etc. are being considered for seasonal financing pattern




	Comments : Bankers’ assessment of the fruit and vegetable  processing bankability provides us a deep insight into their critical success factors as bankers being financiers tend to very critically evaluate the loan  proposals in view of their strengths & weaknesses. The PACA exercise reveals that Banks as such are not too hesitant in lending to the sector .However, most banks do not  have schemes for financing the various products of the cluster keeping in view the seasonal character of the industry Advances to the sector are  also not taking place at a fervent pace. Lack of specific schemes appears to be a major factor in banks adopting a very cautious approach towards lending this sector as also many banks not having any financing scheme for the cluster. A couple of banks though are financing the seasonal processing pattern for certain products. Major factors responsible for banks shying away from lending to the cluster includes no special brand, perishable nature of products, lack of infrastructure such as cold storage, marketing linkages, poor financial management, lack of technology etc
However, a number of suggestions were made to improve the bank ability of the cluster units. These include study of marketing systems/ marketing linkages of units, focus on pockets of fruit & vegetable , a more transparent relationship between banks & borrowers etc

	10.2 BDS Providers

	How do BDS providers perceive fruits & veg. processors in Pune cluster as a market for its services?


	Do the fruit & vegetable  processors approach BDS providers for its services OR they have to market their products? 


	Can BDS services help increase the cost efficiencies or market expansion for the Pune F&V processing industry? Sharing of any such experiences in the last two years. 



	· There is unexplored / potential market for project management services in F&V processing sector. 
· Market -  potential huge for food consultants; penetration very limited Very good market for these services. Some of  the clients are interested in IQF, Aseptic lines, Pre cooling / Cold Storage
· Issues for analytical service

· Up-to-date Instrumentation

· Trained analyst

· Credibility - NABL Certification

· Calibration with other labs

· Cost effectiveness

· Vast scope for Training in respect of  state of art know-how , value chain evaluation, Trainers’ skill upgradation

· Training & Awareness workshops are required for small / micro firms on Nutritional, Labeling requirements  even though food  safety & standards act is around & service is easily available ( affordable )

· Excellent market though shortcomings such as cost, quality of raw material supply, quality of fruits / veg. products

· People not coming forward to start FVPP units as they think it is very difficult to get FPO.
· Huge demand for minimally processed foods (FRUIT & VEGETABLE  ) in Pune cluster especially in malls.

· Developing market though a lot slowly.

· Knowledge of regulatory affairs is seriously required
· Laboratory tests which are relevant to market requirements
· Huge Market which requires quality and food safety services and their need will get much more urgent within the next 5 years after FSSA implementation. However, the suppliers of this sector are largely unorganised and this makes meeting of certain certification requirements difficult.

· A major area that poses a problem during compliance audits is that infrastructure required for compliance is usually very old or non -existent. As a result, access to the small scale sector market for certification agencies is not readily available.
· 
	· Testing/Analysis Labs : Yes. F & V  processors approach us to know about our services. Cost effectiveness will come through larger volumes e.g. Pesticide Residue Analysis costly but costs can be reduced if volumes go up.

· Certification Agencies : Need to market services to them. Probably needs will increase as industry grows to demand desired results.
· Food Consultants : They have a lot of walk-in enquiries; Many F & V Processing Units go to them for information & guidance
· Project Consultants : Expansion requires people to be made aware of  our services 

· Economies of scale needed for transporters.
· Training Institute/Consultant : Before starting the business they go to them for especially training rural women members of self help groups and potential entrepreneurs.

· Advertisers : Fruits/Vegetables processors go to them to see advert. in yellow pages & word of mouth publicity.

· Legal/Regulatory Consultants : A few processors approach, but generally it is other way round.
· Industry Association : Many F&V processing factories seeks their services with respect to :

· Regulatory affairs

· Laws,  Food Safety Act 2006 

· Tests to be done

· Marketing Consultants : How to market :

· Trans- fatty acid estimation is very costly, but it is necessary to print on product.

· Transporters & Cold Storages : Processors Approach, but only a handful of the medium and high end small units.
· Exporter : Yes, but the ones that operate on a larger scale usually mango pulp units in India approached them through APEDA. Usually they operate on too small a scale to be able to meet the good manufacturing practices required internationally.

· Technical consultants : Yes, some of their clients are interested in F&V processing plants (Technical Consultancy, Aseptic plates/Blast Freezers/Cold storage upto -35 degree Celsius.)


	· Training Consultants : Our services such as trainings in Management Development Programmes & Consultancy Services can definitely prove to enhance cost effectiveness in this sector. Training is very essential for this industry. Working manpower should be educated & trained; it will increase quality & productivity.
· Food Consultants : Tremendously. The cold - chain development from farm to mall is the only problem.
· Technical Consultants : The cultivation of technical and business aspects are the need of the hour.

· As they are giving services from concepts to commissioning, many customers are interested. New Technologies for energy savings are required to get better efficiencies and lower cost of production.

· Certification Agencies :  Revision of  their prices twice in the last 3 years. Market expansion is possible if people from the micro / small units take  their services and go for increasing their turnover by providing certified good quality and better packaged products. 

· Marketing Consultants: Their services definitely help in market expansion around Pune. e.g. sweetener  powder from Stevia plant which is really an innovative development. Similarly essential oils extracts from plant origin.

· By providing single brand, large production, food cluster incubation facilities

· Exporter/Marketing Agent : There is a scope farmers can have primary processing centre and secondary processing and value addition can be done in a city like Pune.

· Industry association : They are contracting many institutions (NGOs) for deputing people for training. Also working with Dept. of Agriculture and giving training to women.  In agriculture gave training to women SHGs in pickle making and they produced 1 ton pickles and sold it out very easily.

· Machinery Suppliers : Through R&D and dialogue with the buyers we design our machines to improve efficiency.

· Legal & Regulatory Consultant : N.A. for my services. (Services w.r.t.Food Laws Only) as impact not measurable
· Testing/Analysis Lab : How to produce safe food for  consumption to human being & maintain the quality of TASTE after testing of products as per the current Law 2006

· Ex-FDA joint commissioner (Consultant) : There is a huge potential for cost saving through greater efficiency and prevention of law suits and customer complaints. However these are difficult to convert in figures and take time to pay off. So most companies operating on such a small scale can not transparently see the gains in it.

	Comments : The BDS Providers analysis reveals an excellent market for such services in a number of areas. These include good potential market for technology consultants, regulatory services consultants not only for the exports market but more so in view of implementation of FSSA. This also results in increased demand for certification agencies & testing & analysis labs in view of greater emphasis on quality, safety & hygiene factors. Training services are in huge demand in the cluster. With greater government focus on promoting the food processing sector & in view of the huge potential the cluster exhibits immense demand potential for technology providers such as IQF, aseptic packaging  etc.
However, a major concern is that most of the entrepreneurs are unaware of such services available in the cluster. Excepting certain basic services such as regulatory issues, technology etc most service providers have to market their services. Besides, a number of services are utilized as a one time service. While on one hand it signifies a great potential for initiating a lot of services both basic & strategic in the cluster, on the other hand it also shows that the cluster is in its infancy stage with very basic level of value addition activities thereby restricting the introduction of a number of services. As regards the enhanced productivity & efficiency of cluster due to BDS it is felt that services such as training & consultancy services can definitely prove to enhance cost effectiveness in this sector. Market expansion is also possible through services like quality certification and better packaging, new technology providers etc. 

	10.3  Feedback from Firms

	Five most critical Business Development Services for Micro, Small, and Medium units in Pune fruit & vegetable  Processing Cluster.
	Two main pain areas of your firm with the banks for funding.  


	Which is an effective approach to improve BDS–a prominent food consultancy, consortium of stake holders, or an intermediary association?



	· Lack of finance; seasonal  financing by banks
·  Consultancy on Legal aspects - octroi, sales tax etc.

· Transport Facilities

· Information - Export etc.       ( Market identification ); proper information is not available on -  Export potential data (like quality standards, rates, knowledge & reliability of the importer)
· In domestic/Export market important issues are Branding, Handling of Legal issues, Banking, Govt. Support (single window system required)

· Export market dominated by merchant exporter, hence MSMEs have no direct access to customers outside India

· Lack of knowledge of the markets & its system; marketing knowledge i.e. Methods & Ways of Marketing
· Support for export marketing is not available

· Project Implementation

· Trained / Skilled Workers / Staff

· Proper packaging

· Lack of raw material suppliers; raw material availability through  out the year not available, hence difficult to quote for exports
· Expensive Supply of Electricity

· Information on subsidies

· Licensing requirements Information

· Economical Lab Services

· Economical food consultant Services
· Availability of Technical (on Hi-Tech issues) information 

· Equity participation through various medium information not available

· Lack of Cold Storage space; cold storage facilities suitable for particular product say custard apple pulp; Proper location of cold storage
· Short availability of Refrigerated Cold transport fleet; chains from Pune to all cities

· Manufacturers for F.P.Units / services for repairs & maintenance

· Legal Consultancy & guidance to micro clients & SHG's

· Facilities for Packaging for micro clients

· Lack of hi tech units. Hi-tech units have their own network 

· Timely finance availability to suit industry requirement.

· Lack of regular consultant. In most of the cases consultant gives rosy picture initially and when he gets his consultancy charges he disappears.

· Training/workshops to farmers on demand linked from the processing sector. 
· Training/sensitisation of banking personnel on Industry dynamics
· Cheap Transportation facilities for cluster; transportation from 30/40 KM distance to Pune retailers

· facility/refrigerated transport

· Linkages to retail chains creating better access for products like dehydrated sapota, amalgamated candy 

· Today procurement of raw material is not an issue but after two years it will be very difficult to get right raw material due to huge collection by big corporates for their Retail Chains. So an intermediary procurement platform will be required to take care of the interests of the small processor. 
	· F&V industry require the finance during seasons (Like mango, peas) wherein it becomes difficult to convince the banks regarding urgency of finance within the season only
· High cost of land & building resulting in higher cost of the project. Thus the industry becomes less profitable and hence unable to repay the loan in time

· Proposal processing time taken by banks is very long.

· Banks need to understand the volume requirement of funds in F&V processing sector as it is a seasonal industry

· ROI affordability

· Collateral security requirements should be reduced

· Banks do not know much about F & V Processing products like dehydrated products which we manufacture.

· There are not many competitors within each product segment hence banks do not understand the product dynamics
· If a particular company gets good export order (one time) there is no provision / sanction of funds for temporary storage of raw material 

· Adequate Finance; adjusting finance requirements to suit as per different requirements in time for a seasonal industry like this. Generally banks fix the CC limits annually.
· Frozen F & V product is stored for more than 9 months, while finance is given for 3 months

· Project Report preparation
· Equity Mortgage against loan is asked by banks

 
	· Through an intermediary association who has good knowledge about F & V processing industry

· Intermediary Association

· Through good Consultancy

· Intermediary association and consortium of stake holders

· Consortium of stake holders followed by intermediary association; communication between industries should increase so that BDS services can be economical. 
· Through food consultancy

· There is need of intermediary association who can be actively involved with various authorities regarding issues of SSIs.

· Through good consultancy

· Intermediary association and consortium of stake holders

· Hi-tech food & fruit processing facilities at No Profit - No Loss basis to MSME by Govt. / Semi Govt. agencies

· Intermediary association will improve BDS

· Simultaneous consultancy in food & banking is also important

· Consortium of stakeholders e.g. Frozen Food Manufacturers Consortium



	Some of the critical BDS services for Pune F&V cluster as identified by firms include legal consultancy services, transport and cold storage infrastructure, trained & skilled manpower, finance to suit industries requirement in time, lack of marketing knowledge & information  particularly pertaining to export market identification 

The main banking area concerns of the cluster firms include their lack of appreciation for finance keeping in view the industry’s seasonal nature, need for speedy approvals, lack of understanding of the nature of F & V products & hence designing of funding schemes

As regards an effective approach to improve BDS the firms are of the opinion that an intermediary association with good knowledge about F & V  processing industry should be adopted. Some firms are also of the view that Consortium of stake holders would be an effective model. However, information of BDS should reach to every MSME so that BDS services can be economical. 


Chapter 11: BDS MARKET ANALYSIS


11.1 Market Analysis of various BDS in the cluster
i) Cold Chain Infrastucture : Major users in rural areas are pre-harvest contractors; major users in Pune Municipal limits are food processors, big hotels/ restaurants, and pharmaceuticals sector. Major chunk of demand (75-80%) comes from fruits/vegetables sector. Unsatiated demand for stocking raw materials and semi finished products exists from the firms, but matching supply of services are absent due to mainly undifferentiated supply of services, which are suited only for particular products related to grapes, potatoes, and onions. Also, large unrealised potential demand from the processing sector which is subject to adequate working capital finance from banks for keeping stocks on account of weak ability to pay of small/micro firms. Large demand exists in the rural areas which is not met due to large absence of properly distributed supply of these services in various fruits/vegetables related pockets. Moreover, such a geographically well-distributed availability is required as low capacity storage plants for which technology is available. In order to ensure ownership of farmer groups for such small capacity plants available government subsidies clubbed with bank finance can be utilized.

ii) Packaging Material Suppliers : Large no. of packaging material suppliers are available but with low quality products. Therefore, market for quality raw material supplies is undeveloped which is a barrier for small processing firms in their outreach to wider markets. Large demand exists. The market for local suppliers can be strengthened by diversion of existing demand of the medium & some progressive firms which are sourcing supplies from other major cities, once the local quality aspect is taken care of. Supply of canning material is virtually non-existent so manufacturers (mostly exporters) source their canning requirements from Mumbai affecting their cost competitiveness. Capacity to pay is not an issue for such BDS.

iii) Training Institutes : There is a large demand for training in various areas like  food laws and regulations, hygiene, safety and quality issues, and on new technologies in processing and packaging. Training demand also exists for export market opportunities and systems. Supply of institutes (services) is feeble lacking full-fledged (wholistic) courses on food issues are conducted. Around one-third of the market still has training from embedded (e.g., food technologists, machinery suppliers) or referral (e.g., sub-contracting firms) sources which are informal in nature. So potential demand is there. Of the other two-third of the market, the full range of differentiated services (as per requirement) are not provided. There is a lot of scope of developing/sensitizing the food technologists and certification agents for  providing the training services, on a “Mutual Benefit” plank. Such an exercise can increase demand for their inherent transactional services through better information and knowledge exchange. Market mode of trainings are both transactional as well as sponsored/subsidized (e.g., Association, NGOs, Government Agencies). Hardly 11% of the market is currently in a pure transactional mode.

iv) Marketing Consultants : Marketing consultancy is mainly dominated by referral sources (> 50% market). Embedded services are also being availed though on a much smaller scale. Barely 30% of the marketing efforts are through media/advertisments. which is indicative of the undeveloped market from the demand side for such a consultancy. On the supply side,  complete services are provided by only 10-12% of the 100 odd consultants in the cluster.

v) Marketing Agencies : Since more than 75% of the market is dominated by local institutional and retail level sales, current demand for marketing agencies is weak. Only 29% of the market supplies are routed through distributors many of which cater to the local markets. On the supply side, though there are a large no. of local distributors, marketing channels are required for other domestic markets, particularly for frozen foods and dehydrated products demand for which is brewing up. The local distributors have low margins due to large no. of suppliers and therefore low average market turnover. The mode of transaction for the existing distributors is on a commission basis. Lack of FPO registration and weak branding are major reasons why products have to be dumped in the local markets.

vi) Transporters : Though there are large no. of transporters in Pune, the licensing system has led to a kind of cartelization which is an entry barrier for new players in the market, paving way for monopolistic prices. On the other hand, there is a short supply of transporters in rural areas like Jejuri, Indrapur, Mahabaleshwar and Wai etc. leading to high transportation costs for the small processor. Medium firms, however, are able to get transporters from Pune due to their regular supplies with them. Because frozen foods is a growing segment, there is an increasing demand for  refervans. Though such refrigerated transport fleet have adequate infrastructure at their disposal, their capacity utilization is low. So one of them has also moved into ancillary business of Pack House activities to attact simultaneous business for their mainstream activity. There are only two major refrigerated transport fleet in Pune. The mode of transaction is mainly cash.

vii) Testing and Analysis labs : There are only 10-11 testing and analysis labs in Pune and none outside as against about 150 medium/small firms which would be interested in availing such services. Apart from short supply, the product/service types matching with the demand requirements is missing. As a result, the pricing is exorbitant for most services and does not match the paying capabities in the cluster. Skill level of the labs is also not conducive to a globally competitive infrastructure. A wholesale pricing model (annual subscription type) can be implemented on a pilot basis to overcome the valuation problem. The transactions are mainly cash basis.

viii) Machinery/ Computer HW  Suppliers : Though the supply of food related machinery suppliers in Pune is adequate and large (>30), service quality of the supplies is the main issue due to lack of branding, warranties and post installation services. The upper end market segment are sourcing quality/branded machinery from other big cities. The demand for good quality machinery is shaping up fast with the industry reflecting strong growth with assured markets, yet bridging the gaps in market linkages for processing firms come in the way of articulated demand for the machinery. Moreover, once such quality aspects are addressed the market suppliers can be benefitted with a higher demand through diversion of exsiting supplies coming from other cities. Since the IT usage in the sector is low end, there are only infrequent purchases on this front. However, Pune being an IT hub, such markets are developed and supplies are not a problem at all. Such transactions are also mainly on cash basis.

ix) Software Vendors : Low automation levels have a direct repercussion on the low ICT usage among the cluster firms though there is a highly comfortable supply situation in terms of available software & support services. Low technology knowledge in the sector domain and paucity of investible funds on account of small turnover levels for such applications also blur the vision and hence the low demand emanating from this sector.
x) Banks/Financial institutions : Though the overall market for financial services in Pune is well developed, the empirical evidence hints at a lack of qualitative support from the bankers in terms of processing time, mindset for sanctioning loans to MSMEs, and a proper understanding of seasonal stocking requirements of the units. The concentration levels of such working capital requirements of firms are much higher during the product season which is not in tune with the assessment methods of the banks for MSMEs. Such factors result in seasonal demand-supply mismatch for the cluster units. Pricing of loans is also an issue and a re-look into the credit risk assessment is warranted as the latter determines the credit pricing for banks with the Basel II accord implementation by RBI for banks in India.


xi) Food Technologists/Product Development : A weak demand is assessed for the food technologists and product development experts due to a large existence of embedded and referral services. There is currently an abundant supply of service providers (about 75-100 food technologists) but the range of services from most is limited which limits the effectiveness of supply. Only about one-third of the firms have their own product development and only 1% use transactional services in this field. Since the F & V processing market is on a high growth path and with the impending FSSA, the current demand is seen to be burgeoning. There is a clear mismatch coming up in near future between the demand and supply growth (alongwith its quality) which may affect a proper functioning of the market.

xii) Bar Coding & labelling suppliers : There is an abundant supply of such service providers, Pune being an industrial hub for many other industries as well. Demand for such services from the cluster emanates from the few Small & Medium firms which are linked to the Export and Retail Chain markets. The demand level in the market will have to be articulated to meet the growth potential of the cluster by sensitizing the remaining firms on their effective market linkage (Exports & Retail Chains) strategy, of which labeling/barcoding are important ingredients.

xiii) Certification Agencies/Consultants : The demand of the Certification agencies/consultants mainly comes from a varied industrial customer base, and around 20% of the demand emanates from the F & V processing units. So in terms of demand, their market risks are well spread out. A big chunk of demand also comes from the Pune automobile industry. As regards the supply, currently there are not more than 10-12 such service providers in Pune and there is every likelihood of the growth in demand from the cluster firms with the implementation of the FSSA., and as such a ten fold demand scenario in four years time is not impossible. While there is a probability of the demand-supply mismatch, the exorbitant pricing levels can be a hurdle for this service’s market development. It is important to note that the pricing of this service is determined by an aggregated demand of all industry customers taken together, so a differential pricing for the F & V processing may not be possible. Another via media for its market development is the information dissemination on the SSI subsidy available for quality certifications through SISI. 

xiv) Pesticide Control Agencies : Currently only 2-3 labs conduct such tests, so an embryonic supply situation exists. Observing pesticides and contaminants related norms will be mandatory under WTO, use of HACCP and TQM as preventive control systems cannot be avoided in the exports markets. Though exports in the cluster are currently only 12-14% of its turnover, probability of growth in this market is quite high. So a step up of the supply situation is required in a graded strategy so as to match the gradually increasing demand for this service.

xv)  Raw Material Dealers/Suppliers : There are a large no. of raw material dealers and suppliers in the Pune market which include those from the wholesale markets, retail markets and the Hawkers; Association. The demand base of the wholesale dealers is mainly the medium and some leading small processors while for the remaining majority set, the demand comes from the Retailers & Hawkers’ Association. As regards the market dynamics, the market is well developed but with a seasonality constraint which can only be managed with a well developed cold chain infrastructure. The second important factor which affects the cost efficiency of the small processors is their sourcing from retail markets where higher price mark ups are factored in. The multiplicity of the middlemen tiers further aggravates such a situation. The possible solutions can be in the form of an intermediary sourcing body which can source from the wholesale markets or directly from the farmers through contract farming, and provision of adequate stocking finance from banks so that procuring from wholesale markets can be made possible for the small processor. The transactions are both cash and credit basis.


xvi) Legal/ Regulatory Consultants : A large no. of generic (muti-industry serving) service providers exist in the legal and regulatory consultancy in the cluster. However, there is a dearth of persons with specialized knowledge in the F & V processing field. There would hardly be around ten such expert consultants existing in the cluster currently. With the advent of FSSA, the demand for such consultants and practitioners will surely swell up, even for sensitization purposes. So there is going to be a demand-supply growth mismatch. There is a need to get more such experts into the fruits &  vegetables processing consultancy to bridge the short supply position. Moreover, demand will also have to be articulated simultaneously by sensitization of the firms.

xvii) Others : Apart from the above, the cluster units also  need counselling on environmental issues, particularly environmental pollution on account of wastewater. Such an intervention is especially sought for exporting units. The WTO regulatory set up places huge premium on environmental issues which if ignored can function as another form of non-tariff barriers for exports to developed countries. However, BDS market for such technology consultants needs to be articulated both from the demand & supply sides as it is currently non-existent.
A representation of the above market situation is provided in a tabular form at Annexure III.
11.2 A Comparative Chart of the UNIDO initiatives and the Current proposed BDS initiatives in the cluster
A broad comparision of the UNIDO initiatives and the proposed initiatives under the ensuing project is depicted as under :

	S. No.
	UNIDO Intervention
	Proposed BDS Project Intervention

	1.
	Whole Food Processing sector, Pune Cluster
	Only Fruit & Vegetable processing sector, Pune Cluster

	2.
	Broad Objective : Exploring major obstacles to growth for cluster SMEs viz., lack of awareness on regulatory issues and finding solutions
	Broad Objective : Development of demand induced Business Development Services (BDS) in the cluster for  inducing cost efficiency and market development for the fruit & vegetable processing units 

	3.
	The initiative centered on developing awareness on food legislations, dialoguing with government on such issues,  and setting up of pilot projects viz., creation of an umbrella organization, setting up of a dedicated info point about food legislation, and a feasibility study for a technical center
	The proposed BDS initiative is likely to focus on training and quality issues in the backward supply chain, processing & marketing operations, development of a suitable cold chain & transport infrastructure, developing quality and marketing related BDS for market linkage to wider domestic and export markets, addressing environmental and regulatory/legal issues through adequate BDS supplies, portaying a cluster portal as a marketing tool and information repository and setting up/capacitating  of meso bodies within the cluster


 
	

	S. No.
	Company Name
	Person Contacted

	1
	Aakash Agritec*
	Anand Kataria

	2
	Adinath Agro Processed Foods Pvt. Ltd.*
	Mr. Rajesh Gandhi

	3
	Agaraj Food Selectives
	Balkrishna Thatte

	4
	Anup Foods
	Sullbha Hemant Babaz

	5
	Chordiya Food Products*
	Pradip Chordiya

	6
	Deepak Caterers
	Prabhudas J. Malani

	7
	Desai Brothers Ltd.
	Deshmukh (G.L.)

	8
	Four Star Co.
	Milind Sonnane

	9
	Hardikar's Fruit Processing Pvt. Ltd.*
	Govind Hardikar

	10
	Kaka Halwai Sweet
	Sachin Gadve

	11
	Kokan Agro Foods
	Ankita Anil Charan

	12
	Kashav Lakshmi Pradarshan
	Madhav M. Walimbe

	13
	Mother's Kitchenette
	Mihir Parekh

	14
	Micro Firm*
	Mr. & Mrs. N.K. Vaidya

	15
	Micro Firm*
	Mr. Jyoti Vidhyadhar Dongre

	16
	Urvi Agro Ventures Pvt. Ltd.*
	Mr. P.R. Kulkarvi

	17
	PKM Foods Pvt. Ltd.*   
	Mr. Rahul Jadhav

	18
	Meera Enterprises*
	Mr. Vilas Agate

	19
	Micro Firm
	Mrs. Jayashree Jadav

	20
	Micro Firm*
	Mrs. Laxmi Kailas Chaudhary

	21
	Micro Firm*
	Mrs. Maneesh Pande

	22
	Small Firm*
	Mrs. N. Fernandes

	23
	Micro Firm*
	Mrs. Prerna Karnis

	24
	Micro Firm*
	Mrs. Sadhana Gujarathi

	25
	Micro Firm*
	Mrs. Sharada Undre

	26
	Mala's Fruit Products*
	Murtaza Mala

	27
	Mapro Foods Pv. Ltd.*
	Mustaq Shaiq

	28
	Neela Mahila Grih Udyog
	Neela P. Kumta (Owner)

	29
	Petonia Foods Pvt. Ltd.
	Mihir Parekh

	30
	Purva's Khajur Pan Masala
	Mrs. Priya Pramod Khopade

	31
	Rama Agro Foods
	d) Mr. Ravindra Birole

	32
	Shinqote Agro Foods
	Mr. Nilesh

	33
	Shree Rutumbhan Mushroom Pvt.Ltd
	Gadekar Prashant

	34
	Sohum Udyog
	Mr. Vinay Gargate

	35
	Supreme Foods
	Tarique Sayed

	36
	Suruchi Food & Milk Products
	M.S. Kadam

	37
	Suyash Agro Industries
	Ramesh K. Sonone

	38
	The Pioneer Medicals
	Rajesh D. Chordia

	39
	Trimurtee Conrs.
	Santosh G. Shinde

	40
	Temptation Foods*
	Udai Ragde 

	41
	Vrindavan*
	Mr. Joglekar

	42
	Micro Firm*
	Vilas Bhalchandra Aturkaz

	43
	Weikfield Agro Products Ltd.*
	A. B. Bhosale


Annexure I
List of firms contacted (* denotes firms with which detailed meetings held)
Annexure II

List of BDS Contacted  (Detailed meetings held with all these)
	S. No.
	BDS Name
	Person Contacted

	1.
	Natural Agriculture & Food Analysis & Research Institute (NAFARI)
	Mr. Zaved Khan Director

	2.
	Mahashtra State Agricultural Marketing Board Gultekdi Market Yard Pune (Govt. Marketing Board)
	Mr. R. Shingte, General Manager

	3.
	Deptt. of Horticulture Govt. of Maharashtra
	Mr. DN Gaikwad Additional Director

	4.
	Bank of Maharashtra
	Mr. GHY Teerandaj, Lead District Manager Pune.

	5.
	Deptt. of Food Processing, College of Agriculture Pune
	Dr. KB Jagtap Head of Deptt Food Processing

	6.
	Hardikar’s Fruit Processing Pvt. Ltd. (Fruit / Vegetable Processor Cum. Machinery Manufacturer)
	Mr. Govind Hardiker, Manager Director

	7.
	Amod Enterprises (Exporter Marketing Firm and Consultant)
	Ajit Keskar, MD

	8.
	MITCON (Marketing, Training and Food Consultancy)
	Dr. Pradeep Bavadekar, MD.

	9.
	M/s Snowman (Refrigerated transport Fleet and Cold Storages)
	Mr. Sachin Wachasunder, Manager

	10.
	Acuman / Phoenix Certifications Systems Pvt. Ltd.
	C. S. Shah Chief Auditor

	11.
	Ms. Bhattad Agency (Local distributor for Fruits / Vegetable Processed Products)
	Mr. Hemant Bhattad

	12.
	Sygnet Consultants (Food Consultants)
	Dr. V.V. Karnik, MD

	13.
	SMILE (Marketing Consultant, NGO)
	Ms. Vandana Chavan, Chaiperson

	14.
	Govt. ITI (Girls) Aundh, Pune
	MR. R.K. Ghadge, Principal

	15.
	Chordia Food Park
	Mr. Pradeep Chordia, MD.

	16.
	Food & Drugs Administration Dept. Pune
	Mr. S.S. Urunkar, Jt. Commissioner

	17.
	Sunrise Cold Storage Company
	Mr. Rajendra Parekh, MD.

	18.
	Process Master Equipments (I) Pvt. Ltd. (Machinery Manufacturers)
	Mr. Sharad Ravale

	19.
	BAIF (NGO, Marketing Consultant)
	Dr. D.V. Joglekar, Sr. Programme Coordinator

	20.
	Natural Horticulture Mission
	Ms. Ujjwala Bankhele Asstt. Director


Annexure II A
List of Banks Contacted (A separate PACA workshop held with bankers)
1.Central Bank Of India

2. Bank of Maharashtra

3. Vijaya Bank

4. Industrial Development Bank of India

5. Ratnakar Bank

6. Dena Bank

7. Pune Dist. Central Cooperative Bank

Annexure III
BDS analysis – Who does, who pays

	S. N.
	Type of business Development Services used
	Who Does
	Who Pays
	Place
	Remarks

	1
	Cold Storage Chains
	Private, Cooperative Cold chains
	Farmers, Pre harvest contractors, Suppliers (Raw Materials), Food Processors (mainly medium & upper end small)                                                                 Transaction  Type - Mainly Cash                                                                    
	PMC, PCMC, Other Talukas in Pune District                 
	

	2
	Packaging Material Suppliers 
	Private Suppliers/manufacturers of  : Polythene sheets, Pet & glass bottles, Plastic Containers, Corrugated boxes, Canning material 
	All firms (Large, Medium, Small, and micro)                                                 Transaction Type - Cash & credit
	 Pune, Nasik, Ahmedabad (Crown Caps), Kolkata, Mumbai, Nasik, Ahmedabad (Other Material), Glass Bottles (Hyderabad), Plastic containers (Chiplun), Pet bottles (Mumbai, Wai), Corrugated boxes (Mumbai), Cans (Mumbai).                                                                  
	In Pune almost all packaging materials are available except canning materials. However, most Medium & Upper end small firms purchase directly from the manufacturers from other cities in bulk as Pune packaging materials are considered low quality

	3
	Training institutes
	a) All Firms :NAFARI, MIT college of Food Technology Pune, SNDT College for Women, Govt. ITI (Girls), 'Maharashtra State Institute of Hotel Management & Catering Technology, MITCON, and CFTRI 
                                                                b) Micro firms : College of Agriculture Pune, Zila Udyog Kendra, Gultekdi Market Yard, All India Women’s Conference Aga Khan Palace, Center for Enterprieneurship Development, Yashda, Maha Bank Self Employment Training Institute (MSETI), Hadapsar, Pune, Baroda Swarojgar Vikas Sansthan, Tal. Haveli, District Pune, Rural Development and Self employment Training Institute (RUDSET), Talegaon Dabhale, Tal. Maval, Pune, and Community Food & Nutrition Extension Unit, Aundh
	All firms (Large, Medium, Small, and micro) - Association based 52%, Other trg. institutes 11%, Embedded 24%, and Referral 13%.                                  Transaction Type - Cash, Association sponsored,  & Govt. subsidised (for micro)
	Pune District,  Mysore (CFTRI)
	Association based training is used by 52% firms and other trg. institutes by 11% firms, Embedded training by 24%, and in Referral form by 13%

	
	
	
	
	
	

	4
	Marketing consultants
	MITCON, Sygnet Consulting, SMILE, BAIF, SAVITRI and some other Food Consultants 
	All firms (Large, Medium, and Small) 
Transaction Type - Cash, & NGOs on no profit/loss basis (for micro)
	Pune
	Embedded services are used by 12% firms, Referral services by 59%, firms, Virtual services by 11% firms, and Media/Advt Market  services by 11% & 18% firms respectively.                                                        

	5
	Marketing Agencies
	Large no. of distributors for Pune market (about 100); very few (about 25-30) firms using distributors for selling in national/regional markets; 
	All firms (Large, Medium, and Small) are using one or the other channels;.                      Transaction  Type - Cash/Credit, or on Commission basis
	a) Pune
                                                                                   b) Most distributors/ stockists for domestic markets at other major metros & leading cities

c) Merchant Exporters - Mostly at Mumbai
	For micro firms NGOs like SMILE, BAIF also function as marketing outlets
About 45% firms are selling to retailers, 29% through the distributors, 6% are sub-contracts for larger firms, 14% are selling to Merchant exporters, and 6% exporting directly

	6
	Transporters
	Large no. of  private transporters in Pune and in  areas like Jejuri, Indrapur, Mahabaleshwar and Wai etc.; only two major refrigerated transport fleet in Pune.
	All firms use transportation services; however, mainly medium and upper end small firms into frozen products;                                             Transaction  Type - Cash
	Pune, Baramati, Indrapur, Junnar, Haveli, Jejuri, Purandhar, Shirur, Mulshi, Maval, Khed, Ambegaon and Bhor
	There are hardly around 15-20 frozen product firms in Pune. This segment has a lot of potential for export market growth

	7
	Testing and Analysis labs
	10-11 Testing and analysis labs in Pune; none in outside area
	Around 150 firms (Medium, and Small)                                          Transaction Type - Cash, Annual Wholesale basis
	Pune
	

	8
	Machinery/Computer suppliers
	Around 30 odd Machinery Suppliers in Pune; large no. of computer HW suppliers in Pune
	All firms (Large, Medium, Small, and micro)                                                 
Transaction  Type – Cash, hire-purchase
	a) Pune for machinery & computer HW

                                                                                b) Some players are procuring machinery from Mumbai, Chennai, Ambala, and Delhi, and Mysore based machinery manufacturers/suppliers
	Most Pune machinery suppliers are unbranded and without warranty; so most players selling branded products in large domestic markets or export markets are procuring their machinery from Mumbai, Chennai, Ambala, and Delhi,and Mysore based machinery manufacturers/suppliers

	9
	Software vendors
	Large no. of software vendors in Pune,
	About 34% of the firms use SW in accounts, while another 13% use it for inventory control.
Transaction  Type - Cash
	Pune
	Pune being an industrial and educational hub.supply of SW vendors is sufficient



	10
	Banks/Micro Finance Institutions
	23 banks in Pune District
	Around 75% of the medium and small firms and 36% of the micro firms are using banking/finance facilities
	Pune district, Panchgani, Mahabaleshwar
	

	12
	Food technologists/Product Development
	Around 75-100 Food consultants in Pune Market 
	Hardly 1% of the surveyed firms using Food Consultants as a BDS service                                      
Transaction  Type – Cash, salaries
	Pune
	The Pune Food technologists also includein-house technologists hired by some firms. At present only 12-15 provide complete range of services
Most Pune firms make use of embedded and referral services for product development; about 33% of the firms have their own product

	13
	Bar Coding & labelling suppliers
	Sufficient no. of labeling and barcoding service providers in Pune (around 20-30) 
	Most Medium and Small firms (about 50-60 firms) catering to exports and retail chain markets use barcoding service; however all firms use labelling services also; micro firms generally use the pasted labels and do themselves                            

Transaction Type - Cash
	Pune, Mumbai
	

	14
	Certification Agencies/Consultants
	Around 40 such agencies in Maharashtra, and 12 in Pune
	Not more than 30-40 firms use certification services 
Transaction  Type - Cash, subsidy based (SISI)
	Pune
	Only firms supplying in the export and retail chain markets use these services                                                    

	15
	Pesticide control Agencies
	2-3 testing labs do these tests
	Only exporting firms (25-30) take up pesticide testing 
Transaction Type - Cash
	Pune
	

	16
	Dealer/Suppliers for Raw Materials 
	Suppliers, Dealers in wholesale markets, Retailers, Hawkers' Association 
	Most Medium and Upper end small firms purchase from the wholesale markets; smaller firms purchase from Suppliers and Retail markets, and Micro firms mostly from the Retail markets
Transaction Type – Cash/Credit
	Pune district
	

	17
	Legal / Regulatory
	 Around 10 expert Consultants
	Very few firms demand such services;  embryonic market
	 Pune
	

	18
	Environmental consultants
	Not more than 4-5 such consultants catering to food industry in Pune
	Rarely Pune firms uae these services
	Pune
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Annexure V
Questionnaire for 

Fruit and Vegetable Processing Firms, Pune

1  Business Details

1.1 Name of interviewee: ……………………………………………………………………………………………….

1.3 Company address and location: ………

1.2 Position of interviewee: (If Visiting card available, need not fill)…………………………………………………

1.4 Telephone: (If Visiting card available, need not fill)  

Fax :(If Visiting card available, need not fill)

1.5 Other contact details: (If Visiting card available, need not fill

1.6 Date company established: 
……………………………………………………………………………………………….

1.7 Sector of business (Product manufactured / Brands):



1.8 Type of business*:
  Manufacturer

                       Supplier



Retailer


          Marketing and subcontracting

Wholesaler 

Other (specify) : ……………………………………………………………………………

* E.g., if  manufacturer cum retailer, the top two boxes are to be filled.


1.9 Business Premises* :


Own premises


Market stall

Rented building

Formal shop, workshop or office


  Workplace at Residence 
1.10 Approximate Turnover:


Below Rs.10L
     10L to 25L        25L to 50L         50L to 1 Crore          1 to 5 Crore             5 Crore & above

1.11 What percentage of the above is in exports? _____________  % approx.

1.12 Number of Types of BDS (Business Development Providers) used by you

	Serial No.
	Type of business Development Services used
	Comments on BDS uses, advantages, difficulties faced in BDS cost and procurement etc.
	Contact numbers of BDS being used

	1
	Cold Storage Chains


	
	

	2
	Packaging firms


	
	

	3
	Training institutes


	
	

	4
	Marketing consultants/Agencies


	
	

	5
	De-hydration firms


	
	

	6
	Transporters


	
	

	7
	Testing and Analysis labs


	
	

	8
	Machinery/Computer suppliers


	
	

	9
	Software vendors


	
	

	10
	Banks/Micro Finance Institutions


	
	

	11
	Product Development / 

nutritional Experts


	
	

	12
	Food technologists


	
	

	13
	Bar Coding printer suppliers


	
	

	14
	Certification Agencies


	
	

	15
	Pesticide control Agencies
	
	

	16
	Others

(HACCAP / Certification Agencies / Govt. Labs /  NABL)
	
	


1.13 Number of people who work in the business:        a) Full time : ………………………………………………







b) Part time : ……………………………………………..


1.14 Compared to last two years ago, what %age of the number of clients of your products (demand) increased, stayed the same or decreased? 

1.15 According to you, what are the two main reasons for this trend in number of clients? 

Main Reasons: 

1. 

 
2. 

1.16 Please mention against each of the following factors, your comments on how they have contributed to the increase, decrease, or staying the same over the last two years.

	#
	Factors
	Comments

	1 
	MARKET opportunities (including change in demand for the services, change in number of people who want to start a business or have a business)
	

	2
	Change in PRICES for our products
	

	3
	New/Less TECHNOLOGY (including internet)
	

	4
	More/less market linkages (more/less links with clients and other businesses)
	

	5
	Offered new/fewer products (DIVERSIFICATION)
	

	6
	Change in MARKETING (e.g. better marketing) strategies
	

	7
	Access/lack of access to skilled WORKERS and staff
	

	8
	Attitudes and support by GOVERNMENT (including taxes, policy, laws, regulations, direct support)
	

	9
	Better QUALITY of products
	

	10
	More/less FUNDS from donors/government/NGO etc to carry out activities / provide services
	

	11
	Don’t KNOW
	

	12
	Other (specify) 


	

	13
	
	


2.  Business Inputs : Stock, raw material, component and equipment inputs  

2.1 Average stock holding (say a type and qty. of a raw material/product is held in stocks for how much period, 7 days, one month, 2 months)

	
	What and how often do you purchase these? (type and avg. period of stock holding)

	Stock (finished products)
	

	Raw materials
	

	Components (parts)
	

	Equipment
	


2.2 Have you ever received any of the following from your suppliers (in case of products which are produced by sub-vendors and then packed and marketed by the surveyee company/firm)? :

	
	Please Describe

	Advertising materials (posters, signs, display cabinets etc.)
	

	Training from a regular supplier, say recipe supplier
	

	Training with the purchase of machinery or equipment.
	

	Information on  markets or new business opportunities.
	

	Any other support for your business from suppliers
	


2.3 Are you a licensed agent for any other company (as in the case of above arrangements or a franchisee arrangement)?



          Yes

                            No 
2. What products?  ……………………………………………………………………………………………………

3. What support does the parent firm; provide to assist in selling the product?

…………………………………………………………………………………………………………………………………

2.4 Have you ever utilised any buyers from outside your business area to buy products, components, stock etc.?

(e.g. To purchase from outside Pune or nearby locations or to find a rare component or piece of equipment.)

        Yes                       
  No
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

3. Transport and Travel

3.1 Do you use the services of any transport company to bring raw materials, stock or components to your business? 
          







       Yes                     
   No 
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

3.2 What are the methods you use to transport your products to the market? Rail, Road or Air. If by road, own transport or hired transport. 

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

4. Sub-contracting


4.1 Does any company place bulk orders with you?

       Yes

  No 

· What are the orders for :   

	
	please describe

	Final Products
	

	Semi-finished products / components
	

	Other
	


10. Do any of these companies provide you with the templates for the products? 


       Yes (please describe)

  No

Describe how the product profiles are given to the company.

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

· Have any of these companies provided you with training?

Yes (please describe)

  

No

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

4.2 Do you sub-contract any work to other companies? 

         Yes        
                                   No 
4.2.1 Please describe what is subcontracted and why you do this?

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

· Do you provide any training or other supports to these companies ? 

        

         Yes(please describe)       
       No 

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

5.Product Recipe and Development. 

· Do any of the profile (recipe) of your products come from the following sources :

	
	Importance 

(1=most important, 2, 3 etc.)
	description (if required)

	Own recipe or traditional recipes
	
	

	Seeing other products locally
	
	

	Media, including catalogues, TV, books.
	
	

	Retail customers
	
	

	Business customers (those purchasing in bulk)
	
	

	Other (from other companies, recipe experts, pl. name)
	
	


6.Training

1. Have you, or your staff ever used the following for training

	
	Please describe

	Association based training programmes
	

	A private training company 
	

	A partner company (e.g. an agent, subcontractor etc.)
	

	Any other business based training
	


6.2 Are you aware of any of the above sources for training?
         Yes(please describe)       
       No 

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

7. Business Information

1. Which are the most important sources of information on :

	
	Markets for your products/services
	New business laws 
	new business ideas
	New Recipes / Certification Agencies

	Family and friends, other business people
	
	
	
	

	Thru the net
	
	
	
	

	Customers
	
	
	
	

	General media - radio, TV and newspapers.
	
	
	
	

	Business associations / support organisations
	
	
	
	

	Other (please specify)


	
	
	
	


7.2 Are you aware of any publications, radio or television programmes or any website/portal which are particularly interesting and useful to your business (say training, exports, regulations, lab testing etc.), pl. name? 

         Yes (please detail)
       
       No 

………………………………………………………………………………………………………………………………………

7.3 Are there any business to business links which have been missed? If yes, please detail.

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

8. Equipment and Machinery

9. Do you rent or hire any machines, tools, equipment from other businesses (including vehicles) ?

         Yes(please detail)
       
       No 

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

8.2 If you have a problem with a piece of your machinery or equipment which you were unable to solve yourself, what would you do? 

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

9. Office and Management Support

5. Do you use any of the following services for your business:

	
	Please describe

	Accountant book keeping
	

	External fax or telephone lines i.e. at another business location.
	

	E-mail or internet
	


9.2 Who are you most likely to seek advice from on a business issue from the following :

	
	Notes

	Family
	

	Business acquaintances 
	

	Government 
	

	An accountant
	

	Association
	

	Lawyer
	

	Others (Pl. name)
	


10. Markets and links to Customers

· What different methods do you use to find new customers? Say, promotion campaign, advt., banners, posters, Tv ads, internet based media, others (etc.)…………………………………………………………

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

10.2 Do you sell wholesale to any of the following business people? :

	
	Please give details

	Retailers
	

	Wholesalers/Distributers (those supplying other companies)
	

	Other manufacturers (what do they do with the products?)
	

	Individual traders and transporters (i.e. roaming vendors)
	

	Exporters
	

	Importers in other countries
	

	Thru E-Commerce
	

	Any other type of businesses 
	


10.3 Are there any traders/Distributers who purchase your products and transport them more than 100km to sell? 

 







          Yes(please detail)
       
       No

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
10.4 Are you aware of any company or retail chain which displays your product in a showroom (a place where samples are displayed and purchases are made through orders)?

 







          Yes(please detail)
       
       No

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
10.5 If your customer is unable to visit your business directly, what are the ways in which orders could be placed by them?…………………………………………………………………………………………………………………………

………………………………………………………………………………………………………………………………………

10.6 Have you ever tried to find new customers in any of the following ways?

	
	Description

	Advertised in the press (newspapers, TV or radio)
	

	Exhibited at an exhibition
	

	Used salespeople on a commission basis
	

	Through internet, i.e.e-mails or websites/portals
	

	Used any other method of attracting or finding new customers
	


11. LINKAGES WITH FINANCIAL INSTITUTIONS (Banks/Micro Finance Institutions/NBFCs)

11.1 Do you have arrangements (agreements) with financial institutions/banks  to access loans? 

	Yes
	1
	Go to Q.11.2 

	No
	2
	Go to Q.11.1.1


11.1.1 Which bank/financial institution do you bank with, Private banks, Public sector banks, Cooperative banks or others. Any particular reason for preference.

11.1.2 If yes, what kind of facility do you generally avail? (please tick )

a) Term Loan    b) Working Capital Limits    c) Personal loans    d) Cash credit limits    e)Over Draft

11.1.3 What kind of difficulties have you faced in getting Term Loans? Pl. describe. (Say, higher interest rates, delay in processing, inadequate sanction, denial of term loan facilities etc. If term loan, WC, CC facilities have been denied or curtailed, then on what grounds. Please explain in detail.

11.1.4 Do Cooperative banks process the applications faster?

11.1.5 What is the reason for not banking with the private banks, if not banking?

11.1.6 Have you ever applied for restructuring of loans? If yes, then with which bank. What was the result and reasons provided by the bank if not allowed.

11.1.7 If no arrangement Would you like to have an arrangement with financial institutions/banks that make it easier to access loans? 

	Yes
	1

	No
	2

	I don’t know
	9


11.2 Do you meet regularly with financial institutions, to make it easier to access credit?

	Yes
	1
	

	No
	2
	


11.2.1 [If yes] Last year, how often did you meet? Tick

	12 times or more (Once a month or more)
	

	6 to less than 12 times (between every two months to every month or irregularly)
	

	2 to 6 times (About once in six months, once in three months or every two months, etc…)
	

	Once
	

	Never (Did not meet since 2006)
	


11.3 Are you overall satisfied with your relations with financial institutions? What are the problems faced by you in obtaining loans from the banks. Pl. specify.

	Yes
	1

	No
	2

	I don’t know
	9 


.......................................................................................................................................................................................

.......................................................................................................................................................................................

12. ICT USAGE

12.1 Do you use any e-applications like e-commerce portal, video conferencing, e-exhibitions etc. for marketing of clients’ products? 

                          Yes (please describe)
  
                      No 

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

12.2 How many PCs do you have in your office ? 

                           Yes (please describe)
  
                      No
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

12.3  Do you have computers in your organisation? If yes, then in what areas these are used, say, accounts, inventory control, sales and marketing, product development records, supply chain management. Pl. specify.

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

12.4 What kind of software do you use for online marketing and selling of products? 

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

13. Other BDS Services 

13.1 Which of the following BDS services you feel are the most important for improving your firm's market competitiveness and revenue growth?



Cold Storage Chains


Packaging firms


Training institutes

             Marketing consultants/Agencies

De-hydration firms


Transporters

             
             Testing and Analysis labs


Machinery/Computer suppliers


Software vendors


Banks/Micro Finance Institutions

             Product Development/nutritional Experts

             Food technologists



             Bar Coding printer suppliers





Certification Agencies














Pest Control Services 

Others (HACCP / Certification Agencies / Govt. Labs / NABL)
13.1.1 What are the problems you are facing in procurement and cost of these services?

13.2 What proportion of your revenues do spend on procurement of BDS services?

13.3 Which are the areas of BDS services (you can name a few from the above list) lack of development of which you feel is a bottleneck for growth of firms with your product profile? Also give reasons.

13.4 Are there any other BDS services which in your opinion are important for your firm's revenue growth, and same not given in the above list?

......................................................................................................................................................................................

………………………………………………
……………………………………..……………………………………………..

Respondent Name





Date


Signature

Name and signature of interviewer: …………………………………………………………………………………………

Annexure VI
Questionnaire for Business Development Services (BDS) Providers
in Fruit and Vegetable Processing Cluster, Pune

1. BUSINESS DETAILS

1.1 Name of interviewee:…………………………………………………………………

1.2 Position of interviewee:  …………………………………………………………….

1.3 Company address and location: …………………………………………………….

1.4 Telephone:…………………………….……   Fax : …………………………………

1.5 Other contact details: ………………………………………………………………..

1.6 Date company established: 
……………………………………………………..

1.7 Sector of business*: …………………………………………………………………

1.8 Type of business: 
Manufacturer




Supplier



Retailer





Marketing and subcontracting

Wholesaler 

Other (specify) : ……………………………………………….


1.9 Business Premises* :

No premises


Market stall


Temporary building


Formal shop, workshop or office

1.10 Number of people who work in the business :


Full time : ……………………………………………… (excluding subcontractors)

Part time : ……………………………………………..
1.11 Which type of organization is it? 

	Government 
	1 

	NGO  
	2 

	International NGO 
	3 

	Private sector 
	4 

	Private-Public partnership 
	5 


1.12 What is the constitution of your company? 

	Cooperative
	1 

	NGO  
	2 

	Partnership Company
	3 

	Pvt. Ltd. Company
	4 

	Public Ltd. Company
	5 

	Government Deptt./Organisation (Pl. State)
	6

	Charitable Organisation
	7


1.13 Is your organization, member-based organization? 

	Yes 
	1 

	No 
	2 


What about your competitors?

1.14 Do you provide services for your members only or also for businesses who are not members? 

	Members only 
	1 

	All businesses member or not 
	2 


What about your competitors?

1.15 Is your office a head office or a branch office? If a branch office, is it a project, district, state or another branch office? 

	District Office 
	1 

	State Office 
	2 

	Head Office 
	3 

	Other branch office (e.g. Village, Divisional, etc..) 
	4 

	Project Office 
	5 

	Other (Specify) 


1.16 Does your organization have other branch offices in this district? 

	Yes 
	1 

	No 
	2 

	Don’t know 
	9 


What about your competitors? How many competitors/similar service suppliers exist?

1.17 If yes, state the number…..

1.18. Which geographical area does your office cover? 

	More than one province 
	1 

	Province or more than one district 
	2 

	District or more than one DS Division 
	3 

	DS Division or more than one GN Division 
	4 

	GN Division 
	5 

	Other (Specify) 
	


1.19. Do your competitors have branch offices?

	Yes 
	1 

	No 
	2 


2. CLIENTS 

2.1 What is your organization’s target group and sectors? 

        A. Target group :

	
	       No 
	Yes 

	1 
	Potential entrepreneurs 
	1 
	2 

	2 
	Self Employed and micro enterprises (less than 5 workers) 
	1 
	2 

	3 
	Small enterprises (5 to 15 workers) 
	1 
	2 

	4 
	Medium and large Enterprises (more than 15 workers) 
	1 
	2 

	5 
	Farmers 
	1 
	2 

	6 
	Women entrepreneurs 
	1 
	2 

	7 
	Youth (Less than 30 Years of age) entrepeneurs
	1 
	2 

	8 
	Low income or poor or marginalized entrepreneurs 
	1 
	2 

	9 
	Potential or existing entrepreneurs who are Internally displaced persons in the cluster 
	1 
	2 


 ______________________________________________________________

B. Target Sectors (name) :

C. Approximate %age of business coming from Fruits & Vegetables Processing units in Pune and surrounding areas :

2.2 What is your estimate of the percentage of your clients who were from nearby townships/areas, as opposed to those who were from Pune? 

	% clients 

	From nearby townships/areas 

	From Pune

	Total 
	100% 


3. BACKWARD/FORWARD LINKAGES 

3.1 What kind of backward linkages do you have with other institutions, consultants and experts for knowledge and skill updation? 

	
	Please describe

	Training from a regular Institution/Consultant
	

	Sourcing skilled manpower from local/nearby institutions
	

	Training on purchase of machinery or equipment.
	

	Information on markets or new business opportunities.
	

	Any other support for your business from these sources
	

	Training from a friend or acquaintance who is in business 
	


3.2 What are the linkages associated with other such training agencies/institutes?

3.3 Are you a licensed agent/franchisee for any other company ?

Yes                              

                                  


 No 

3.4 What support you receive from the principal (as a licensee) in your venture?

3.5 Do you sub-contract any work to other companies?


Yes
  
  


No 

3.3.3 Do other companies also adopt similar methods.

3.3.4 Do you provide any training or other support to these companies ?


Yes
  
  


No ……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….......................................................................................................................

4.  Business Inputs : Stock, raw material, component and equipment inputs

4.1 What do you purchase for your business (No. of avg. months stocks required) :

	
	What and how often do you purchase these?

	Stock (finished products)


	

	Raw materials


	

	Components (parts)


	

	Equipment
	


4.2 Have you ever received any of the following from your suppliers ? :

	
	Please describe

	Advertising materials (posters, signs, display cabinets etc.)
	

	Training from a regular supplier
	

	Training with the purchase of machinery or equipment.
	

	Information on markets or new business opportunities.
	

	Any other support for your business from suppliers
	


4.3 Are you a licensed agent for any other company ?

Yes

 


No 
4.4 What support does the licensee provide to assist in selling the product?

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

4.5 Do you utilise any suppliers from outside your business area to buy products, components, stock etc.?


Yes 


No 

5.Sub-contracting AND OUTSOURCING

5.1. What are the orders for :   

	
	please describe

	Final Products
	

	Semi-finished products / components
	

	Other
	


5.1.1 Do any of these companies provide you with the design/recipes for the products? 

Yes
  
  


No 


5.2 Have any of these companies provided you with training? 
    

Yes
  


No 

5.3 Do you sub-contract any work to other companies (have agency arrangements)?

Yes
  


No 

5.4 Please describe what is subcontracted and why you do this?

………………………………………………………………………………………………………………………………………………………………………………………………

5.5 Do other companies also adopt similar methods?

Yes
  


No 

5.6 Do you provide any training or other support to these companies ?

Yes
  


No 

6. EquipmenT & ICT USAGE

6.1 Do you use any visual or digital technology for training purposes? 

Yes
  


No 

6.2 How many PCs do you have in your office ? ………………………

6.3 What kind of software do you use for development of training products? 

…………………………………………………………………………………………………………………………………………………………………………………………

6.4 Do you use e-learning modules for training ? If yes, describe, what kind and where do you source them from. …………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

6.5 If yes, what kind of problems do you face from clients in disseminating training knowledge through ICT applications?

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….

7. Business Information AND MARKETS

7.1 Which are the most important sources of information on :

	
	Markets for your products/services
	New business laws 
	New business ideas
	New product design

	Family and friends
	
	
	
	

	Other businesspeople
	
	
	
	

	Customers
	
	
	
	

	General media - radio, TV and newspapers.
	
	
	
	

	Business associations / support organizations
	
	
	
	

	Other (please specify)
	
	
	
	


7.2 Have you ever tried to find new customers in any of the following ways?

	
	Description

	Advertised in the press (newspapers, TV or radio)
	

	Exhibited at an exhibition?
	

	Used salespeople on a commission basis
	

	Used any other method of attracting or finding new customers
	


8. DEMAND PATTERN

8.1 Compared to two years ago, has the number of clients of your office increased, stayed the same or decreased? 

	Increased 
	1 

	Stayed the same 
	2 

	Decreased 
	3 


8.2 According to you, what are the two main reasons for this trend in number of clients? Main Reasons: 1.______________________________________________________________________    ______________________________________________________________________ 2.______________________________________________________________________ ______________________________________________________________________ 

	
	
	Your Case
	Others' (say competitors) case, if you can quote

	1 
	COMPETITION from other organisations
	
	

	2
	MARKET opportunities (including change in demand for the services, change in number of people who want to start a business or have a business, OR in terms of availability of required scale in Pune Markets for viable operations)
	
	

	3
	PRICING for your services
	
	

	4
	New/Less TECHNOLOGY (including internet)
	
	

	5
	More/less market linkages (more/less links with clients and other businesses)
	
	

	6
	More/less market linkages (more/less links with clients and other businesses)
	
	

	7
	Offered new/fewer SERVICES
	
	

	8
	Change in MARKETING (e.g. better marketing)
	
	

	9
	Access/lack of access to skilled WORKERS and staff
	
	

	10
	Attitudes and support by GOVERNMENT (including taxes, policy, laws, regulations, direct support)
	
	

	11
	More/less FUNDS from donors/government/NGO etc to carry out activities / provide services
	
	

	12
	Don’t KNOW
	
	

	13
	Other (specify) 

	
	


8.3 Are you doing something to make sure that your services are what businesses want?

Yes
  


No 

8.4 (If yes) What are you doing? 

	Ask clients whether they are SATISFIED
	1

	Ask clients what they WANT
	2

	Follow GOVERNMENT policy and advice
	3

	Look at what my competitors are doing
	4

	Read literature on economics, small enterprise development, services
	5

	Ask advice from other people (business people, business service providers, associations, etc..)
	6

	Visit trade fairs
	7

	Ask client to fill satisfaction questionnaires or assess the impact of the services
	8

	Other, please specify –


	

	Can’t say, can’t explain
	99



8.4 In your organization, do you use the following tools? 

	
	
	Yes
	No

	1
	Ask clients to fill a satisfaction/evaluation questionnaire just after they have received your services
	1
	2

	2
	Ask clients to fill a satisfaction/evaluation questionnaire on a regular basis, some time after they have received your services
	1
	2

	3
	Assess impact of your services
	1
	2


9.  INCOME

9.1 Do you charge a fee for services or other things that you provide to small and micro enterprises or business starters? 

	Yes
	1

	No
	2


9.2 How do you decide the size of the fees? 

	On a cost basis
	1

	Decided by the Government
	2

	Based on what people can afford
	3

	Look at what others charge
	4

	Other (specify)
	5

	Don’t know
	9


9.3 Has the income from fees increased, stayed the same or decreased as compared to two years ago? 

	Increased
	1

	Stayed the same
	2

	Decreased
	3

	I don’t know
	9


9.4 As of two years ago, did you receive income from the following sources? 

	
	
	Yes
	No
	Does Not know

	1
	Service and other charges (Fees)
	1
	2
	9

	2
	Funds from Government
	1
	2
	9

	3
	Funds and / or Donations from non- government organizations
	1
	2
	9

	4
	Own institutional profits
	1
	2
	9

	5
	Membership fees
	1
	2
	9

	6
	Others (Specify) 
	1
	2
	9


10. LINKAGES WITH FINANCIAL INSTITUTIONS 

10.1 Do you have arrangements (agreements) with financial institutions that make it easier for your clients to access loans? [Instruction: If hesitate, give explanation: These arrangements can include for example MoU (Memorandum of understanding), train clients of financial institutions, referral] 

	Yes
	1

	No
	2


10.2 If no arrangement] Would you like to have an arrangement with financial institutions that make it easier for your clients to access loans? 

	Yes
	1

	No
	2

	I don’t know
	9


10.3 Do you meet regularly with financial institutions, to make it easier for your clients to access credit?

10.4 Two years prior, how many of your clients got loans from financial institutions after receiving your services?

Number of clients _______________________ 

Do not know (tick below) 


11. Most important business Relationships

11.1 Are there any business to business links which have been missed? If yes, please detail.

11.2 What are your most valued business contacts and links?

	Most important


	

	Second most important


	

	Third most important


	


11.3 Any other comments or suggestions

THANKS

Dated : …………………….

Signature : …………………..

Annexure VII
Questionnaire for Banks in Fruits & Vegetables Processing Cluster, Pune
1. BUSINESS DETAILS

1.1 Name of interviewee :
……………………………………………………………………………………………….

1.2 Position of interviewee : 
……………………………………………………………………………………………….

1.3 Bank/FI address  and location: ………………………………………………………………………………………….

1.4 Telephone :
…………………………….……………..   

Fax : ………………………………………………….

1.5 Other contact details : ………………………………………………………………………………………………………..

1.6 Date bank/FI established : 
……………………………………………………………………………………………….

1.7 Major Sectors served in Pune/Maharashtra :

…………………………………………………………………………………….........................................................................................................


1.11 What is the constitution of your company? Tick.

	Cooperative
	1 

	NGO  
	2 

	Partnership Company
	3 

	Pvt. Ltd. Company
	4 

	Public Ltd. Company
	5 

	Government Deptt./Organisation (Pl. State)
	6

	Charitable Organisation
	7


1.13 Is your office a head office or a branch office? If a branch office, is it a project, district, state or another branch office? [Single code – If Multiple, put under other] 

	District Office 
	1 

	State Office 
	2 

	Head Office 
	3 

	Other branch office (e.g. Village, Divisional, etc..) 
	4 

	Project Office 
	5 

	Other (Specify) __________ 


1.14 Does your bank have other branch offices in this district? [Single code] 

	Yes 
	1 

	No 
	2 

	Don’t know 
	9 


What about your competitors? How many competitors/similar banks  exist?


1.14.(a) If yes, state the number…..

How many specialised SME branches does the bank have in Pune & Satara Distts.?

Question 10. Which geographical area does your office cover? [Single code] 

	More than one province 
	1 

	Province or more than one district 
	2 

	District or more than one DS Division 
	3 

	DS Division or more than one GN Division 
	4 

	GN Division 
	5 

	Other (Specify) __________ 
	


Do your competitors have branch offices ?

2. CLIENTS

2.1 What is your bank's target group and sectors? 

        A. Target group :

	
	       No 
	Yes 

	1 
	Potential entrepreneurs 
	1 
	2 

	2 
	Self Employed and micro enterprises (less than 5 workers) 
	1 
	2 

	3 
	Small enterprises (5 to 15 workers) 
	1 
	2 

	4 
	Medium and large Enterprises (more than 15 workers) 
	1 
	2 

	5 
	Farmers 
	1 
	2 

	6 
	Women entrepreneurs 
	1 
	2 

	7 
	Youth (Less than 30 Years of age) entrepeneurs
	1 
	2 

	8 
	Low income or poor or marginalized entrepreneurs 
	1 
	2 

	9 
	Potential or existing entrepreneurs who are Internally displaced persons in the cluster 
	1 
	2 


 ______________________________________________________________

B. Target Sectors (name) :

C. Of b), approximate %age of business coming from Fruits & Vegetables Processing units in Pune and surrounding areas :

Comments on other major competitor banks' credit profile

2.2 What is your estimate of the percentage of your banks' customers (Fruits & Vegetables processing firms) who were from nearby townships /areas, as opposed to those who were from Pune? 

	% clients 

	From nearby townships/areas 

	From Pune

	Total 
	100% 


Comments on other major competitor banks.

2.2 What is your estimate of the percentage of your banks' customers (Fruits & Vegetables processing firms) who were either micro or small? 


Comments on other major competitor banks.

2.3 What is your Bank's Credit Deposit (C/D) Ratio in Pune & Satara Distts?

Pune -

10. Your Bank's

11. System's

Satara-

4. Your Bank's

5. System's

2.3.1 Can we have the sectoral C/D ratio in Pune & Satara Distts.?

2.4 PROCESSING TIME

2.4.1 How much time do you normally take to process the loan applications?

	
	Working Capital
	Term Loans

	Micro Enterprises
	
	

	Small enterprises
	
	

	Medium enterprises
	
	


3. NPA & RECOVERY RATES

3.1 What is the NPA level in Fruits & Vegetables sector (Pune & Satara) in the last three years?

3.1.1 2004-05

	
	Pune
	Satara

	Micro Enterprises
	
	

	Small enterprises
	
	

	Medium enterprises
	
	


3.1.2 2005-06

	
	Pune
	Satara

	Micro Enterprises
	
	

	Small enterprises
	
	

	Medium enterprises
	
	


3.1.3 2006-07

	
	Pune
	Satara

	Micro Enterprises
	
	

	Small enterprises
	
	

	Medium enterprises
	
	


3.2 What is the recovery percentage of the bank in Pune & Satara Distts in Fruits & Vegetables sector?

	
	Pune
	Satara

	Micro Enterprises
	
	

	Small enterprises
	
	

	Medium enterprises
	
	


4. CREDIT GROWTH PATTERN


4.1 Compared to two years ago, the quantum of your bank's credit has increased, remained the same or decreased in Pune & Satara in the Fruits & Vegetables processing sector? 

	Increased 
	1

	Stayed the same 
	2

	Decreased 
	3


4.2 According to you, what are the two main reasons for this trend   

Main Reasons: 1.______________________________________________________________________ ______________________________________________________________________ 2.______________________________________________________________________ ______________________________________________________________________ 

4.3 What in your opinion is the reason for the growth or otherwise of the Fruits and Vegetables sector in Pune And Satara Distts.?

	
	
	Fruits & Vegetables
	Spices & Pickles
	RTE/RTC products

	1 
	COMPETITION from other organisations
	
	
	

	2
	MARKET opportunities (including change in demand for the products, change in number of people who want to start a business or have a business, OR in terms of availability of required scale in Pune Markets for viable operations)
	
	
	

	3
	PRICING for your products
	
	
	

	4
	New/Less TECHNOLOGY (including internet)
	
	
	

	5
	More/less market linkages (more/less links with clients and other businesses)
	
	
	

	6
	More/less market linkages (more/less links with clients and other businesses)
	
	
	

	7
	Offered new/fewer products
	
	
	

	8
	Change in MARKETING (e.g. better marketing)
	
	
	

	9
	Access/lack of access to skilled WORKERS and staff
	
	
	

	10
	Attitudes and support by GOVERNMENT (including taxes, policy, laws, regulations, direct support)
	
	
	

	11
	More/less FUNDS from donors/government/NGO etc to carry out activities / provide services
	
	
	

	12
	Don’t KNOW
	
	
	

	
	Other (specify) 
-----------------------------------------------------------------------------------
	
	
	


4.4 Have you been making credit campaigns for the MSME sector? Has there been any special campaign for the Fruits & Vegetables processing MSMEs in the last two years? 

4.4.1 If yes, what was its impact on the credit growth of your bank in the last two years?

4.4.2 If no, why in your opinion these enterprises are not coming forward to avail loans?

4.4.3 If no, what in your opinion are the major reasons for the major reasons for the credit not picking up in this sector?

	
	RTE/RTC
	Spices & Pickles
	Fruits and Vegetables processing

	Micro Enterprises
	
	
	

	Small enterprises
	
	
	

	Medium enterprises
	
	
	


5. UNDERLYING SECURITIES


5.1 To overcome the shortcoming of lack of collaterals in the small and micro units, are you contemplating sanction of loans on the method..................?

5.2 How many of the small and micro units in this sector were sanctioned loans by your bank based on the Nayak Committee's gross turnover method in the last two years (no. & Amount)?

5.3 Has your bank made any effort in the last two years for linking SHGs with banks for extending credit to the Micro enterprises? How many of the Micro units under the Fruits and Vegetables processing micro units (give amt. of credit extended also).

5.3.1 What are the underlying advantages and disadvantages under this model? How much rate of interest are you charging to the SHGs (and then that being charged to the Micro enterprises, in turn) vis-a-vis other Micro Finance Institutions in Pune and Satara?

5.4 What is the method of credit risk rating of MSME accounts in your bank? Is it internal model based or outsourced to some agency like SMERA or CRISIL? Kindly enumerate.

5.4.1 If it is internal rating based model, then is it based on individual assesment of the MSME accounts or the sectoral wholesale (portfolio) model?

6. OTHER SERVICES

6.1 Are banks bank providing financial services to Business Development Services of the Fruits & Vegetables processing MSMEs also? If yes, then to which all BDS. Describe the kind of facilities being extended to them.

6.2 Are any of the  Fruits & Vegetables processing MSMEs in Pune & Satara providing suppliers' credit from your bank? 

7. OTHERS

Any other major reasons, why banks are not coming forward to finance these Fruits and Vegetables processing units in Pune & Satara? Please describe in detail.

THANKS






Analysis of Business Development Services (BDS)





in 





Pune FRUIT & VEGETABLE   Processing Cluster





























Prepared for





Small Industries Development Bank of India





UNDER SMEFDP

















Prepared by

















Apex Cluster Development Services Pvt. Ltd


New Delhi





August 2007





www.punebds.com


�








Retailers (35-40% of E





Farmer (20-25% of A)





Transportation cost 4 % of A





Cooperatives (2.5% of A)





Consolidator/Pre-harvest contractor (2.5% of A)








Wholesalers (10-15% of E)





Wholesalers (8-10% of A)





Dealers  (8-12% of E)





Merchant


Exporters        (15-20% of E)





Retailers (55-60% of A)








C. Processing


15%





D. Packaging (30-33%) & Freight


(1-2)%





E. Marketing (*)


5-7%





Retail Chains/Malls (35-40% of E)
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Wholesalers (8-10% of A)
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Exporters        (15-20% of E)





Retailers (45-50% of A)








C. Processing


15%





D. Packaging (35-40%) & Freight


(1-2)%





E. Marketing (*)


5-7%





Retail Chains/Malls (35-40% of E)





Importer (20-25% of E)





A. Raw Material Purchase


30-35%





B. Cold Storage


3%





Notes on business activities (E.g., details of raw materials used, sourcing of raw materials from Pune or outstation, facilities at other other stations like office, franchisee, dealer, cold storages etc.)





Critical Success Factors of the model





• Value to customer by provision of market information, extension services and monetary benefit out of supply chain integration;





• Involvement of locals in the operations leading to cost savings on the one hand and employment generation on the other;





• Benefit to  processing companies in form of procurement at lower cost (by cutting away the middlemen channel) and control on quality through continuous monitoring and extension services;





• Hand holding of Farmer's Societies (KVKs) for sustenance of the system





An interactive portal for the benefit of the farmers developed by KVKs in Pune and IIT Mumbai is yet another interesting example of how an interactive IT can be used for the benefit of the end users. This model can also be studied in order to get a few learnings and adapt the same for user community of the cluster portal. 





Backward Supply Chain – Marketing Linkage Initiative by Bank of Maharashtra





The Bank of Maharashtra is running a sourcing cum marketing initiative in the form of a NGO called  SAVITRI. It sources raw, semi processed and processed food items (fruit & vegetable) from the rural backyards and then market these products to various places in Maharashtra (including Pune market), A.P., and M.P.Under the initiative, the bank is also trying to link the products under sale to the retail chain markets. As regards the sourcing of the processd/semi-processd/cleaned & packed F/V, these are supplied by the Rural SHGs through the following two routes :





a) Rural SHGs – KVKs – Urban SHGs or Malls/Retail Chains


b) Rural SHGs – KVKs – Hawkers Assn. - Urban SHGs or Malls/Retail Chains





However, Savitri is not able to earn profits because of its existing business model. Under the  model, operating expenses of the NGO outlets is 20% of the turnover and 80% is the cost of material purchased. Of this 20% operating expenses, 15% are actual expenses for the NGO and 5% is the commission granted to it. So the NGO is netting a loss of 10% in the initiative. There is an immediate need of a new business model for its survival.





Some implementable steps in the Institutional set-up





The following are worth considering for Re-designing the Course curriculum for the Short to Medium term courses :





The institutions should be affiliated to CSIR/CFTRI


The course should be conducted in regional languages.


A survey of existing institutions in the cluster should be conducted so that utilization of their facilities could be thought of.


An actual “Skill Survey” of the F& V processors in Pune should be taken up to study the employment potential and, break-up of various skill based levels. This survey could be conducted with the help of local intermediary organisations.


There is a lack of theoretical documentation on the sector. The process of documentation with the help of renowned Food Technologists should be taken up in the initial stage itself before actually starting up the courses


A specialized Diploma and PG Diploma Course for longer duration will help in Entrepreneurship Development.


A model kitchen facility should be instituted in Pune which will have all the latest equipments to conduct practical training. Also the existing entrepreneurs could use this facility for their product development on payment basis.


Operational business and marketing skills are very limited in Pune and basic knowledge on international standards of Good Manufacturing Practice (GMP), HACCP, quality assurance, labeling, packaging and environmental standards is very weak. Since training programs for upgrading these skills are generally very limited and are offered on a sporadic basis with little potential for continuity and follow-up support, there is an immediate need for having a refresher training programme for the existing skilled staff engaged in this industry. SMEs are often reliant on extension services which are inadequate both in training and in availability while SMEs do not have the resources required to seek such technical assistance.

























































































Major sectors under the Bank's loan exposure in Pune and Satara Distts.





Notes on business activities(supply chain, value chain – sourcing, processing/mfg., marketing, sales and distribution network, markets, opportunities and constraints etc.)
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