CHAPTER 4

REVIEW OF ONGOING SCHEMES ON AGRICULTURAL MARKETING INFRASTRUCTURE DURING X FIVE YEAR PLAN

4.1 
MULTIPLICITY OF SCHEMES

Realizing the extensive necessity of infrastructure to support agricultural development, Government of India initiated a large number of schemes over a period of time to support creation of agricultural marketing infrastructure both in the public and private sector. The infrastructure required for the total value chain from post-production to the consumer, either in the domestic or global markets, is falling under various Ministries/Departments of Government of India. Under individual Ministry/Department, more than one scheme exists for creating the infrastructure under different categories of sub-sectors/crops. The multiplicity of schemes is, no doubt, justified owing to the business allocation under Transaction of Business Rules of the Government of India and the vastness of the sector. However, this multiplicity has caused serious problems of implementation, duplication of efforts, inconvenience to the entrepreneurs and consequential delay in execution of the schemes. The list of government agencies involved in the policy formulation and implementation of programmes/schemes in agriculture marketing infrastructure creation is given in Table 4.1.

The Main Ministries of Government of India viz. the Ministry of Agriculture; Food Processing Industries; Consumer Affairs; Food and Public Distribution; Health and Family Welfare; Commerce; Rural Development, and Finance, are responsible for formulation of policy related to the sector and regulation in their respective areas and the implementation of programmes related to agricultural marketing. They have launched 39 schemes in agricultural marketing. These schemes promote private investment in domestic trading, post harvest management, exports, quality management and support initiatives for capacity building, food safety and improving market information. 

Table 4.1 

 Government of India Agencies Involved in Promoting Agricultural Marketing and Agro-Industry Development 

	Agency
	Policy Formulation
	Regulation
	Domestic Trading
	Post Harvest Management
	Agro- Processing
	Agro- Exports
	Grades, Standards, SPS
	Training Capacity building
	Market Information
	Direct Marketing Activities

	Ministry of Agriculture
	
	
	
	
	
	
	
	
	
	

	Dept of Agriculture and Cooperation
	X
	
	
	
	
	
	
	
	
	

	Directorate of Marketing and Inspection
	 
	X
	X
	
	
	
	X
	X
	X
	

	Directorate of Plant Protection, Quarantine and Storage
	
	
	
	
	
	X
	X
	
	
	

	Horticulture Division
	X
	
	
	X
	
	X
	X
	X
	X
	X

	Dept. of Animal Husbandry and Dairying
	X
	X
	X
	
	
	
	X
	 
	 
	

	Boards and Autonomous Bodies
	
	
	 
	 
	 
	
	 
	 
	 
	

	National Horticulture Board
	
	
	X
	X
	X
	
	X
	X
	X
	

	National Dairy Development Board
	
	
	X
	 
	X
	
	X
	X
	X
	X

	Coconut Development Board
	
	
	X
	 
	X
	
	 
	X
	
	 

	National Oilseeds and Vegetable Oils Development Board
	
	
	X
	X
	X
	
	
	X
	
	

	National Insecticides Board
	X
	
	
	
	
	X
	X
	
	
	

	National Institute of Agricultural Marketing
	
	
	X
	X
	X
	
	
	X
	
	

	National Institute of Post Harvest Technology
	
	
	
	X
	X
	
	
	X
	
	

	National Cooperative Devt Corporation
	
	
	X
	X
	
	
	
	
	
	

	National Agricultural Cooperative Marketing Federation of India
	
	
	
	
	
	
	
	
	
	X

	Small Farmers Agribusiness Consortium
	
	
	X
	X
	X
	
	
	
	
	

	Ministry of Food Processing Industries
	
	
	
	
	
	
	
	
	
	

	Dept. of Food Processing Industries
	X
	X
	
	
	X
	
	X
	X
	
	

	Dept. of Agro and Rural Industries
	X
	
	
	
	
	
	
	
	
	

	Ministry of Consumer Affairs, Food and Public Distribution
	
	
	
	
	
	
	
	
	
	

	Dept. of Consumer Affairs
	X
	X
	
	
	
	
	
	
	
	

	Bureau of Indian Standards
	 
	 X
	X
	
	
	
	X
	
	
	

	Dept. of Food and Public Distribution
	X
	 
	X
	
	
	
	
	
	
	

	Directorate of Sugar
	
	X
	
	
	X
	
	
	
	
	

	Directorate of Vanaspati, Vegetable Oils and Fats
	
	
	X
	
	X
	
	
	
	
	

	Central Warehousing Corporation
	
	
	
	
	
	
	
	
	
	X 

	Food Corporation of India
	
	
	X
	
	
	
	
	
	
	X 

	Ministry of Small Scale Industries
	X
	X
	
	X
	
	X
	
	
	
	

	Ministry of Commerce and Industry
	
	
	
	
	
	
	
	
	
	

	Dept. of Commerce
	X
	
	
	
	
	X
	
	
	
	

	Dept. of Industrial Policy and Promotion
	X
	X
	
	
	X
	
	
	
	
	

	Directorate General of Foreign Trade
	
	
	
	
	
	
	
	
	X
	

	Autonomous and Statutory Bodies
	
	
	
	
	
	
	
	
	
	

	Indian Institute of Packaging
	
	
	X
	
	X
	
	X
	
	
	

	Agricultural and Processed Food Products Exports Development Authority (APEDA)
	
	
	X
	
	
	X
	X
	X
	X
	

	Marine Products Export Development Authority
	
	
	X
	
	X
	X
	X
	X
	X
	

	Export Inspection Council
	
	
	
	
	X
	X
	
	
	
	

	Coffee Board
	
	
	X
	X
	 
	X
	X
	X
	X
	X

	Rubber Board
	
	
	X
	X
	X
	X
	X
	X
	X
	

	Spices Board
	
	
	X
	X
	X
	X
	X
	X
	X
	

	Tea Board
	
	
	X
	X
	X
	X
	X
	X
	X
	

	Tobacco Board
	
	
	X
	X
	
	X
	
	X
	X
	X

	Ministry of Health and Family Welfare
	X
	
	
	
	X
	
	
	
	
	

	Ministry of Finance
	
	
	
	
	
	
	
	
	
	

	National Bank for Agriculture and Rural Development
	
	
	X
	X
	X
	X
	
	
	
	

	Ministry of Rural Development
	
	
	X
	X
	X
	
	
	X
	
	

	Ministry of Panchayat Raj
	X
	X
	X
	X
	X
	
	
	
	X
	X


Source: 
(i) 
Ministry of Food Processing Industries, Annual Report 2004/05  

(ii) Ministry of Commerce Annual Report 2004/05 

(iii) Patnaik, G., 2005, “Review of Government of India Agricultural Marketing/Processing Policies and Programs”, Global Agri-System Pvt. Ltd.

These schemes involve providing an investment grant to private entrepreneurs for a range of projects. The investment grants under various schemes range from 10 percent to 50 percent of the total project cost, although the majority of schemes are supporting through the subsidy in the range of 25 to 33 percent. 

As may be seen from the details of the schemes, there exists considerable overlap on the components of the scheme for which support is given. In other words, many projects can be funded under more than one Ministry/Department. Within the Ministry, there are more than one schemes which can support the same project. But the administration of the scheme, extent of grant may vary even for the same project under different schemes of the same Ministry or schemes of different Ministries/Departments. The important features of these schemes can be listed below:

(i) Majority of the schemes supporting private investment are credit linked with 25 to 33 percent back-ended subsidy depending on the area and category of the beneficiaries. 

(ii) The administration of subsidy is either direct or through NABARD/Bank.

(iii) A number of schemes also support investment by state agencies.

(iv) There is no single platform/window through which an entrepreneur can choose a scheme for taking the benefit, which is most suited to his project. 

(v) Many times the beneficiary may have to run between the Ministries/Departments for getting No Objection Certificate or No Subsidy Claim certificate for the same project from more than one scheme. 

(vi) Project preparation support to the entrepreneurs is not adequately available under most of the schemes.  

(vii) Some of the schemes require sponsoring of the project by the State Government.

(viii) There exists maximum subsidy limit for most of the schemes. This varies from Rs 15 lakhs to 75 lakhs per project. 

(ix) There is divergence of eligibility amounts. 

(x) There is no system of information sharing between the Ministries/Departments. 

(xi) There is no single database which can be used by various stakeholders.

(xii) There is no system of publicizing the infrastructure created which can be made use of by future investment proposals. 

The plethora of schemes, though increases the attractiveness of investment in agricultural marketing for private entrepreneurs but also results in causing widespread overlap and duplication. There is an urgent need for coordination among GOI agencies to ensure greater consistency across development programmes, minimize duplication, more effectively track the level of support to the sector and eliminate the possibility of double dipping. 

4.2 
PERFORMANCE DURING X FIVE YEAR PLAN

The performances of some of the major schemes in the X Five Year Plan are given in Table 4.2. The estimated expenditure on these schemes is Rs 1468 crores, consisting of Rs 510 crores of Department of Agriculture and Cooperation, Rs 229 crores of Ministry of Food Processing Industries, Rs 254 crores of APEDA, Rs 292 crores of National Horticulture Board, Rs 164 crores of National Horticulture Mission and around Rs 19 crores of Technology Mission for NE region. 

Table 4.2

Performance of Major Schemes in X Five Year Plan
 








(Rs in crore)

	Name of the Scheme
	2002-03

Achievement
	2003-04 Achievement 
	2004-05 Achievement 
	2005-06 Achievement
	2006-07 Estimates
	Total Finacial

	
	A
	B
	A
	B
	A
	B
	A
	B
	A
	 B
	

	1).Department of Agriculture & Cooperation 

	i).Scheme for Development/Strengthening of Agril. Marketing Infrastructure, Grading & Standardization
	Nil
	Nil
	Nil
	Nil
	Nil
	Nil
	178
	4.07
	1224
	67.00
	71.07

	ii)Construction of Rural Godowns
	65.51
	65.65
	40.23
	90.75
	34.81
	80.65
	24.61
	71.97
	10.00
	100.00
	409.02

	iii) Marketing Research & Information Network
	Nil
	Nil
	537
	5.45
	860
	11.00
	627
	9.67
	230
	3.55
	29.67

	2).Ministry of Food Processing Industries
	N.A.
	28.46
	N.A.
	13.70
	N.A.
	11.82
	N.A.
	6.34*
	N.A.
	N.A.
	60.32

	i)Food Park 
	
	
	
	
	
	
	
	
	
	
	

	ii) Packing Centres
	
	
	
	
	
	
	
	
	
	
	

	iii)Modernized Abattoirs
	
	
	
	
	
	
	
	
	
	
	

	iv)Integrated Cold Chain Facilities
	
	
	
	
	
	
	
	
	
	
	

	v)Value added Centre
	
	
	
	
	
	
	
	
	
	
	

	vi) Irradiation Facility
	
	
	
	
	
	
	
	
	
	
	

	vii)Scheme for Technology Up-gradation/ Establishment/ Modernization of Food Processing Industries
	N.A.
	15.56
	N.A.
	29.29
	N.A.
	51.29
	N.A.
	48.17*
	N.A.
	N.A.
	144.31

	viii) Setting up/Up gradation of Quality Control Laboratories
	N.A.
	11.33
	N.A.
	3.99
	N.A.
	2.99
	N.A.
	6.04*
	N.A.
	N.A.
	24.35

	3)APEDA
	
	
	
	
	
	
	
	
	
	
	

	i) Infrastructure Development
	85
	16.71
	83
	20.91
	102
	18.10
	105
	22.15
	154
	42.00
	119.87

	ii) Market Development
	105
	7.17
	124
	5.83
	159
	6.05
	233
	7.75
	316
	8.00
	34.80

	iii) Quality Development
	85
	3.18
	69
	3.99
	78
	6.32
	150
	8.43
	187
	9.00
	30.92

	iv)Research and Development
	19
	0.94
	15
	1.00
	12
	2.75
	7
	0.26
	4
	1.00
	5.95

	v)Transport Assistance
	94
	4.65
	80
	10.77
	110
	11.85
	159
	21.23
	235
	18.00
	66.50

	4).National Horticulture Board Infrastructure Scheme
	67593
	46.45
	10208
	60.80
	12017
	73.83
	58330
	40.61
	70000
	70.00
	291.69

	5).National Horticulture Mission( PHM) 
	-
	-
	-
	-
	-
	-
	120
	22.36
	726
	142.02
	164.38

	6)Technology Mission for North Eastern States.(PHM)
	40.00
	4.02
	38.00
	2.25
	62.00
	4.80
	72.00
	7.68
	-
	-
	18.75


A:
Physical Achievement

B:
Financial Achievement

* Figure upto Dec.2005

Note:
Physical Achievements of Rural Godowns is in lakh tonnes and that of NHB are in tonnes.

4.3 
SCALE OF SUBSIDY 

As mentioned earlier, there are multiple government aided schemes for promoting marketing infrastructure by various Ministries/Departments of Government of India. Though they differ in-terms of scale of subsidy, mode of administration, and channel of fund flow, most of the schemes are back ended subsidy schemes and are credit linked with 25 percent grant. It is seen that in some of the infrastructure promotion schemes of other sectors, the scale of subsidy permitted is upto 40 percent of the project cost. In textile sector for infrastructure creation in cluster development, the scale of subsidy is 40 percent of the project cost and each cluster project cost can go upto Rs 50 crore. Agriculture being a disadvantaged area for private investment, as seen and hence for promoting infrastructure in this sector, the scale of grant or incentives have to be much more attractive. The business in agriculture is risky due to small holdings, resource poor farmers, technological backwardness, weather dependence, and dispersed nature of raw material sourcing. To provide adequate protection for meeting the above risk factors, the incentives for investment have to be much more attractive in this sector. The present level of subsidy of 25 percent is covering only the interest cost and in no way subsidizes the capital cost of the project, though, the name of the incentive is capital subsidy. If an enterprise has set up a project of Rs 10 lakhs, he is eligible for Rs 2.5 lakh back-ended subsidy which exactly equals to the interest cost. Virtually there is no capital subsidy. Thus, it is proposed to scale up the subsidy for promoting infrastructure investment to 50 percent of the total cost during XI Five Year Plan. Subsequently the subsidy can be brought down to 20 percent uniformly.

4.4 
CONSTRAINTS IN SELECTION AND EXECUTION OF SCHEMES         

Based on the analysis of the on-going schemes of the Ministry and the extent of effective creation of infrastructure in the XI Plan, an innovative way of formulating and administering the private/public sector support programmes is the need of the day. Due to multiplicity of the schemes and Departments, the entrepreneur is unable to decide the appropriate scheme for want of correct information in the public domain. This forces the entrepreneurs to go by the hearsay and approach the respective scheme implementing authority for the support. It is also an agreed fact that the time taken for getting the sanction and implementing the project is much more resulting in making the project unviable. Wherever credit linkage is mandatory, the delay on the part of the financial institutions in sanctioning loan further creates the problem for the entrepreneur. The cumbersome process of approvals/sanctions have also led to change the attitude over a period of time, and the entrepreneurs try to grab the benefit irrespective of the quality of the project. The implementation of the schemes has also suffered for want of professional capability in identifying the investment opportunities and converting them into technically feasible and commercially viable projects. The institutional capacity for such professional job is not adequate and, therefore, requires a new approach. It is also seen very often that some of the schemes could not have utilized the budgeted provision and where as some others would be requiring additional fund allocation. The financial control of the government would not permit easy transfer of surplus resources from one scheme to another where demand exists. This lack of flexibility, many times, leads to execution of low quality projects. Another major problem in this sector is watertight demarcation of support for various stages of the value chain and various commodity value chains coming under various Ministries/Departments. For example, Agriculture Marketing Infrastructure scheme administered by Ministry of Agriculture will be dealing only with the stages of value chain covering primary processing i.e. no change in the form of the produce. However, from the entrepreneur point of view, it is totally irrelevant whether it is primary processing or secondary processing and he would like to have support for the project covering various stages of the value chain depending on the feasibility. A project for food processing may also contain components of primary processing. Similarly, a project of post-harvest management may like to have few stages of food processing also. The artificial demarcation for the convenience of administering Ministries/Departments is against the entrepreneurs’ interests and creates problems in the scheme administration and also leads to misuse of the funds by the entrepreneurs. Further, due to variation in the scale of subsidy among the schemes and method of administration, the entrepreneurs may not be in a position to choose right scheme suiting their requirements. Lack of information in the public domain about all these schemes at one place compounds the problem. 

4.5 
SOLUTION TO ADDRESS THE CONSTRAINTS

In order to address the above constraints, an innovative method of converging the schemes or ensuring effective coordination among various Ministries/Departments should be found out. One way of overcoming these problems could be to redraw the schemes with uniform scales of subsidy and method of administration and provide the scheme details at single public domain. The schemes of total plan should be made available at single source both in hard form and soft form. The fund allocated for all these schemes could be interchangeable between the schemes depending on the requirement through a Committee without going through the cumbersome process of revision of allocations. Another way of addressing this issue could be to have a single all-purpose scheme covering various stages of value chain from production to consumption and the Ministry/Department can be left to the choice of the entrepreneur. For this purpose, a single window system of application by the entrepreneurs should be evolved and depending on the choice of the entrepreneur, the case can automatically go to the concerned Department. This convergence/coordination will also help in promotion of the infrastructure creation by all agencies without any duplication of efforts. Presently, the same set of entrepreneurs would be approached by various Departments/Ministries. All the schemes should be re-drafted from the point of view of easy access by the entrepreneurs and quick approval process. Notwithstanding these considerations, a common information management system for all the Ministries should be developed which can be used by the respective implementing agencies through secured user-id, password system.  

4.6 
ALTERNATIVE FINANCIAL INSTRUMENTS

The existing system of providing grant may not be adequate to meet the divergence in the circumstances of executing the projects. Some projects may have the participation of the government in the form of equity in order to reduce the risk. Some projects which may require number of clearances from various agencies may also have the participation of the government in the form of equity so that the government coordination mechanism can be utilized for effective implementation. Another alternative that has been opened by the Ministry of Finance is Viability Gap Funding route. The present system does not provide for selecting the option by the entrepreneur depending on the project and his comfort. It is proposed to provide for various alternatives of funding the project depending on the choice of the entrepreneur either through one time grant, equity participation or the route of viability gap funding. Since the sector is besieged with a number of uncertainties, the option of choosing the comfort in terms of financial assistance/regulatory support should be available to the entrepreneur. Further, the scheme should also provide for availing the viability gap funding in addition to the grant or equity participation. The mechanism of funding viability gap should be simplified and the decision making should be left to the Ministry concerned with the participation of representative from Finance. The internal capability of project implementing authorities for evaluating the projects for funding through viability gap should also be created. There should be a system of creating panel of professional consultants from whom any Ministry/Department can choose to prepare/apprise any project. The procedural formalities of funding these projects should be simplified. 

4.7 
NEED FOR SIMPLIFICATION OF APPROVAL PROCESS

The plan approval process as it exists now is highly complicated and time consuming. Any new scheme for final approval would require, through the existing system, a minimum of 2 to 3 years from taking the decision to have such a scheme. If it is taken from the conceptualization of the idea, it would require minimum of 4 to 5 years to ground the scheme. The multiple consultation process among the Ministries, in the Planning Commission, and in the Finance is draining the energy of the administering departments from actual implementation. In view of time consumption process, the continuity of implementing officers is also becoming a problem. Though the Ministry of Finance has enhanced the approval powers of a scheme to the concerned Head of the Ministry substantially, still the levels need to be further increased. The XI Five Year Plan preparation, which is on the way, should culminate in sanction of schemes on April 01, 2007 so that full five years are available for implementing the scheme. There are several experiences wherein the schemes proposed in the Plan could get the approval only in the third or fourth year of the Plan period. There are number of schemes which took 2 to 3 years in clearance. 

Similarly, as a part of mid-course correction, any changes to be brought in to improve the implementation may also be kept in mind. Again the approval process of amendments in the scheme even without change in the financial allocations is highly cumbersome and such changes should be left to the concerned Ministry/Department. The approval process should be from the point of view of the administering Ministry and not from the end of regulating agencies. Similarly, the scheme implementation should be from the point of view of the beneficiary but not from the implementing agency side.

4.8 
SUGGESTIONS FOR XI FIVE YEAR PLAN

The guiding principles of five year plan are provided by the basic objectives of growth, employment, self reliance and social justice. Each five year plan takes in to account the new constraints and possibilities faced during the period and attempt to make the necessary directional changes. The approach and suggestions for XI Five Year plan to encourage investment in agricultural marketing infrastructure by way of simplifying the procedures should be on the following lines: 

(a) Mobilize consensus among the States for creating favourable policy/legal environment for investment by private sector either on their own or in Public Private Partnership.

(b) Mobilize public investment in areas which are public or social in nature and no private player is ready for venturing into because of commercial considerations. 

(c) The income from the sector should be ploughed back to the sector and requisite incentives be also provided by the Central Government. 

(d) Encourage States to professionalize the management of existing marketing channels and regulated markets by outsourcing the activities in the markets. The states must also modernize the markets in PPP mode.

(e) Public support grants must be provided to fill the viability gap of the projects and the same be estimated to be around 50 percent of the project cost in this green field areas. Therefore the grant for private/state agencies may be pegged at 50 percent of the project cost.

(f) There should not be a limit for maximum size of the project.

(g) The administrative procedures must be uniform across all the schemes by all the Ministries/Departments. 

(h) Single window application system must be put in place with an integrated ICT interface among all implementing agencies.

(i) A coordination committee meeting must take place every quarter with all the Ministries/departments.

(j) The budget allocations for all the specified schemes should be permitted for re-appropriation among the ministries/departments with the approval of the coordination committee.

(k) A panel of professional consulting agencies must be prepared for projectising the investment opportunities. All the Ministries/Departments can make use of them from time to time. A system of adding a new agency or deleting an agency to the panel should be put in place.

(l) The approval process must be simplified so as to ensure grounding of various schemes at least by June, 2007.

(m) Planning Commission must evaluate the schemes after two years of implementation and take mid course correction. The planning commission must have professional agencies empanelled centrally, and the ministry/department may choose from among the panel. 

(n) The approval process must be in a seamless ICT interface. 
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