CHAPTER XI

INFRASTRUCTURE 

1.
INTRODUCTION

Out of the total horticulture crops produced in the country, approximately 60% is consumed by the local population or marketed in the nearby market yards and only about 40% of the produce is channelised in the regulated markets for the consumption of the urban population in the large cities. Export markets account for approximately 10% of the total production.  What to talk of rural marketing, the bare minimum infrastructural facilities are lacking even in the regulated markets.  Handling of horticulture crops still becomes worse because of tropical climate available in most parts of India, under which physiological spoilage and microbial damages take place quite fast.

2.
POST HARVEST LOSSES

The horticulture produce suffers heavy post-harvest losses in the absence of adequate post-harvest and marketing infrastructure viz; pre-cooling units, packing and grading sheds, short and long term cold storage facilities, refrigerated containers, storage and phytosanitary facilities at airports.  Further, in spite of having varied agro-climatic conditions, abundance of natural resources like sunlight and water, sufficient labour availability, multiple produce, our country is trailing behind in productivity, export and processing of horticultural products as compared to other horticulturally advanced countries. There is considerable loss in the amount of fruits & vegetables produced in India due to improper post-harvest operations, these results in a wide gap between the gross production and net availability. Assuming an average loss of 25% (though the range varies between 8-37 per cent in various crops during different stages after harvest) in all the horticultural crops together, the losses are phenomenal.  To minimize these losses, it is essential to analyse the contributing factors which result into these losses.  According to the  “Economic Assessment Project” under the Indo-US Programme, which was initiated by ICAR in 1986, losses occur at the following stages:

· Harvesting and pre-harvesting: - due to spoilage, spoilage and trimming.

· Transport: - due to bruising, breakage and infection as a result of dust, heat, rain and humidity.

· Storage: - due to over ripening or under ripening.

· Processing and packing: - due to inefficiency and contamination.

· Marketing: - due to loss of weight and quality with multi-level handling.

· The problem is further complicated due to the fact that there are no storage facilities at the farm level and the farmers are forced to dispose off the entire produce immediately on harvesting. This creates a glut situation in the market.  Thus, the margins of the wholesalers and retailers are much higher than in the advanced countries. 

3.
TRADE AND MARKETING SETUP

3.1
Set up

In India, presently due to the absence of appropriate infrastructure for handling of produce in the areas of production, transportation, storage, trade and marketing, the pre-harvest contractors play an important role in terms of connecting the produce with retail network and consumers. Some efforts have been made by State organizations in Andhra Pradesh, Punjab and Tamil Nadu in creating ‘Raitu Bazaars’, ‘Uzhavar Santhai’ and ‘Apni Mandis’ respectively. But the impact of these efforts has not been substantial so far. 

The Agriculture Produce Market Committees (APMC) have created fruit, vegetables and tendernut markets in some of the cities.  However, there are two major problems in this set up.  Firstly, such markets are not available in all areas of production and consumption and secondly,  they are insufficient even at the places where they exist both in terms of physical facilities and trade practices.   

Presently the marketing structure is available in following forms :-

1. Marketing Boards/APMCs,

2. Wholesale markets,

3. Retail markets,

4. Apni Mandi,

(i)  HPMCs( Himachal Pradesh,Uttar Pradesh and Jammu & Kashmir)

(ii)  NDDB (in Delhi),

(iii) HOPCOMS (Karnataka),

(iv) Raitu bazars(Andhra Pradesh),

5. Tenhops (Tamil Nadu),

However, the links in the chain from producer to the consumer are missing at many points in most areas. Therefore, a broken chain is the end product, which has been responsible for the interest of producers and consumers not being served appropriately. As per surveys conducted recently, the farmer is getting only one rupee out of every Rs.3.50 paid by the consumer. The share of various levels of middle men are as shown below: -

Table. 11.1  Share of different agencies during marketing of fruits & 

Vegetables

S.No.
Agency
Function
Share in Final Price

I
Retailer
Retailing 
75

II
Wholesaler
Breaking Bulk
50

III
Commission Agent
Market/Making
25

IV
Trader
Packing/Transportation/ Making
75

V
Commission Agent
Market/Making
15

VI
Large farmer
Consolidation
10

VII
Small Farmer
Production
100


Total 

350

To improve upon this performance and to help the farmer and consumer get value for money, a concept of supply chain needs to be created. 
3.2 
Trading and Marketing bottle necks

The horticulture marketing practices lack systems approach. The trading and marketing structure is very traditional and consists of a long chain of intermediaries. The farm-gate price available to the farmers is only 25% of the retail price under Indian conditions whereas the same is 70% in case of Dutch and US farmers, where more efficient marketing system is in place. 

3.3 
Sale of the Produce by Small and Marginal Farmers

About 75% of the farmers sell their produce at the farm level to the village merchants, retailers, big producers or pre-harvest contractors.  They can not afford to transport their produce to the distant “Mandies” on account of non-availability of transport facilities, high transportation cost, malpractices in the market such as heavy deductions, free samples of the produce etc. 

3.4 
Market Distortions 


Trade and market distortions are many and some of these are high and unjust trading and market charges levied on producer-sellers, delayed payment, pooling by traders and lack of open bid system. Malpractices are rampant and the national market operates in a highly segmented manner.

3.5 
Bargaining Power


Small growers are un-organized and lack group action and bargaining power, as a result these farmers are exploited by the traders. 

3.6 
Banking Facilities


Branches of banks have been located in the market area but their mode of operation is similar to other Banks and they are not giving any preference to farmers/traders.  In addition, there is no organized concessional credit available to these farmers.

3.7 
Market Intelligence

Information regarding demand, supply, price, market outlook, knowledge of consumers’ preference, marketing channels and practices are important for marketing of produce, which is limited to the terminal markets only at the moment.  There is also lack of knowledge and equipment for grading and packaging of fruits and vegetables.

3.8 
Exploitation by Commission Agents/Traders


The small and marginal farmers are not attended to properly by the commission agents.  Small and marginal farmers have to wait for a long period for auction of their produce.

4.
Role of State Level APMC’s

4.1  
Organisational Setup

Agriculture Produce Marketing Act of the Central Govt. is a model act, which has been adopted by most of the State Govt. At the level of district and major Municipal Bodies, Agriculture Produce Market Committees (APMCs) have been setup under this Act to regulate the marketing of agriculture commodities including horticulture produce. In the case of horticulture produce, this set up has limitation on the following: 

(i) Ownership – Private investment is not allowed.

(ii) Physical Facilities – Facilities are inadequate for handling and storage of horticulture produce

(iii) Practices – The practices followed at these markets are not transparent and are inherently unfavorable to the farmer. 

The following amendments in the model Act are suggested:   

· Horticulture as a separate segment for deregulation 

· Creation of suitable infrastructure 

· Allowing private investment  

The State APMCs with revised structure of ownership and having suitable facilities can play a vital role.  The centres in the new form should be linked with the farmers in the region. A cooperative structure would be very ideal. These centres apart from providing services of the nature mentioned above could also act as a hub of various other important activities. These activities are:

(i) Gathering market and commercial intelligence data and feeding them to the farmers, to enable them to plan their operations for better returns.

(ii) Inform the farmers about the price trends of various products in the markets within and outside the country. This would enable the farmers to decide about cropping patterns, improving quality of their produce, to get better returns.

(iii) Maintains formal linkages with markets and inform them about the quality of produce from the farms. This could expand into a market promotion exercise for marketing the products from the associated farms and also establish exclusively in terms of quality. Indian Products can earn exclusive names like Nasik Grapes, Madurai Grapes, Punjab Kinnows etc. This could possibly be extended upto farm level as well.

(iv) Maintain an interface with Research Institutions and the farm so that the research works are related to field requirements and the results of research get translated into field.

5.
Future Strategy 

To combat the wide spectrum of spoilage, National Horticulture Board (NHB), besides few other agencies like APEDA, MFPI, NCDC, etc. started schemes during the IX Plan on the commercial production and management of post harvest related infrastructural facilities at various levels of operation. The results shown by these programmes in a short span of time are indicative of the fact that the infrastructure so created has not only helped in reducing the losses to a significant level, but avenues of export have also been strengthened. The type of infrastructure created so far is the combination of individual components like grading/packing centres, pre-cooling units, cold storages, platform for collection of produce, transport vehicle and plastic crates/CFB boxes, etc. 

For an integrated development of horticulture industry and also to achieve our targets for feeding the population as well as for meeting the requirements of the processing industry and exports, emphasis on quality production needs to be integrated with post-harvest management of the highly perishable horticultural crops. Considering the role  horticulture has to pay and the constraints in its development and the mandate of doubling food production and reducing the gap between requirement and availability, the following thrust areas are identified to be given due consideration and weightage for better post harvest infrastructure :-  

· To act as a catalytic organisation for providing technical/financial support for all round development of horticulture sector, i.e. fruits, vegetables, floriculture, medicinal plants, etc.  Emphasis should be laid on increasing production with an objective of achieving complete nutritional security.

· Encouraging adoption of appropriate post-harvest management technologies, which include grading, packing, storage, transportation, marketing, etc. for maximizing return to the farmers/growers. 

· Feasibility studies for setting up the marketing, processing plants, cold storage, transportation system for raw and processed perishable horticultural products and other related fields and undertake designing, planning and execution of projects on their basis.

· Promotional activities to give boost to the process of employment generation, increase income of small and marginal farmers and social engineering aspects like involvement of women and backward communities in the horticulture development process.  

· To encourage shifting food habits from quantity food to quality food through increased availability and mass media promotion of health oriented benefits of the consumption of fruits and vegetables.

· To stimulate private investment particularly in the fields of infrastructure, marketing and research and development with particular emphasis on the special needs of processing industry and exports.

6.
INVESTMENT BY PRIVATE SECTOR
Due emphasis on developments on above lines, therefore, deserve more emphasis in the post WTO era. 

Huge investment is required for promoting and maintaining the quality of horticulture produce from farm till the time it reaches the consumers in various forms.  In the present approach followed for developing cold chain linkages, the govt. policies, implemented by organizations like NHB, NCDC, APEDA, etc., primarily assist private entrepreneurs to set up cold chain facilities in their respective units. This approach has been followed by these organizations for the last 5-6 years, resulting in introduction of cold chain facilities amongst a number of units in the agro sector. However, a look at the performance of these units, clearly indicates that the investment for cold chain linkages has not been found to be very viable.

It is recommended that a strategy be adopted for providing facilities collectively for a region having potential strengths for production of horticulture crops throughout the year or for most of the year. This would enable the facility to be utilized throughout the year making the activity an economically viable.  For cold chain and other areas of infrastructure & conversion of produce into marketable form, the investment requirements have been formulated hereunder.

7.
CORE AREAS OF INVESTMENT

 
With a view to establish complete supply chain, from farm to the market, the infrastructure facilities will have to be created at the following levels: -

(i)      Small pre-cooling units and/or evaporatively cooled chambers in the production areas where the field heat of the produce is to be removed at fast rate to bring down the temperature of the produce to the desired level before putting the product in the cold storages.  The refrigerated transport units from the farm to the cold storages are also utilized as mobile pre-cooling units for this purpose.

(ii) Collection Centre near to the farms.

(iii) Medium to small cold storages having multi-product, multi-chamber facilities are the most popular segment where horticulture produce is a stored in transit godown. 

(iv) Specialized cold storage with facility of built in pre-cooling, high humidity and controlled/modified atmosphere are required for storage of the produce for a longer period.  These specialized storages are essential for extending shelf life of the produce and without these facilities proper storage of the produce to meet the demand in the off season is not feasible. 

(v) Other components like ripening chambers close to the markets and display cabinets at retail outlets. 

(vi) Linkages for conversion of fresh produce in other marketable forms.

8. INTEGRATED PACK HOUSES  

These centres may serve farms in respective regions having an area of around 5,000-10,000 ha. Farms associated with each of the centers would collect farm produce and bring them to common cold storage centres, where this produce would be given treatments, such as washing, sorting, grading, waxing and packaging. The treated products will then be preserved in the appropriate cold storage facility. The services of these centres will not only increase the value of the farm products, but will also remove most of the unwanted bio-degradable bio mass from the horticulture products, which can be utilized as farm manure or even as cattle feed.

The infrastructure for other components is estimated to involve an expenditure of about Rs.25 billion and it is recommended that the Govt. of India should play the role of catalyst to ensure that the supply chain for horticulture produce is created expeditiously. Based on the pattern of the present schemes of NHB, which are recommended for continuation during the Xth Plan Period also, an amount of Rs.5.116 billion would be required for provision of back-ended capital investment subsidy @ 20% of the total projected investment.
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