
Financing Agribusiness
A Success Story

International  Conference on “Processed Food ”

August 31, 2007



2

Agriculture still predominates…

20.9 Tn
22.5 Tn

25.2 Tn

28.3 Tn

2001-022001-02 2002-032002-03 2003-042003-04 2004-052004-05

GDPGDP

AgricultureAgriculture
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Source: CMIE; GDP at market rates; 

…though share of Agriculture in GDP has declined, it  still offers
huge UNTAPPED opportunities

25.2 Tn
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..and new trends are emerging ...

Large corporates entering 
agribusiness

Large corporates entering 
agribusiness Opening up of retailOpening up of retail

Crop ShiftsCrop Shifts
Policy ChangesPolicy Changes

Emerging Trends
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…Providing opportunities across value 
chain

Basic 
Inputs

Basic 
Inputs

CultivationCultivation

StorageStorage

ProcessingProcessing

RetailingRetailing

Low Certified 
Seeds Usage

Low Certified 
Seeds Usage

Low Crop Yields
Compared to World 

Average

Low Crop Yields
Compared to World 

Average

25% wastage in F&V from 
farm to consumer

25% wastage in F&V from 
farm to consumer

Processing volume at only 
2% of F&V production

Processing volume at only 
2% of F&V production

Food & Grocery only
14% of organized retailing

Food & Grocery only
14% of organized retailing

Seeds industry growing
At 15% CAGR

Seeds industry growing
At 15% CAGR

Contract Farming 
And Direct Marketing 

Contract Farming 
And Direct Marketing 

Storage Capacity Only 
1/4th of grain production

Storage Capacity Only 
1/4th of grain production

Value addition of 7% onlyValue addition of 7% only

Organized retailing to be 
a Rs. 70,000 Crore 
market by 2010

Organized retailing to be 
a Rs. 70,000 Crore 
market by 2010
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ICICI Bank has attempted to meet the needs..

Production 
credit 

Production 
credit 

Micro Finance Micro Finance 

Marketing Marketing 
ConsumptionConsumption

Investment 
Credit 

Investment 
Credit 

Post Harvest  Post Harvest  
Individual  
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Export credit Export credit 
Working 
capital 

Working 
capital 

CMS CMS 
Term loans  Term loans  

Project 
funding  

Project 
funding  

Infrastructure Infrastructure 

Other 
Entities  
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Savings Savings 

Treasury Treasury 
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by comprehending the hurdles..  

Linkages Linkages 

Lack of 
Infrastructure 

Lack of 
Infrastructure 

Connectivit
y issues 

Connectivit
y issues 

Security Security 

Rural 
dynamics 

Rural 
dynamics 
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And the associated cost and risk elements…

Low te
chnolo

gy

usage
Low te

chnolo
gy

usage

Hig
h ri

sk charg
e

Hig
h ri

sk charg
e

Low profitability

Low profitability

� Branch centric

� High Manual 

intervention

� Branch centric

� High Manual 

intervention

Low Volum
es 

Low Volum
es 

High Transaction
Costs

Lenders 
Perspective 

Lenders 
Perspective 

� High 

Exclusion 

� High 

Exclusion 
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And adopted a multi-pronged rural banking 
strategy

Integrating the supply chainIntegrating the supply chain

Creating new delivery 

channels

Creating new delivery 

channels

Use of technologyUse of technology

Innovating new productsInnovating new products

Mitigation
of risks

Customer 
convenience

Quick TAT

Easy
Banking

Elements of strategy Facilitate

Value added  

products

Value added  

products

Increased 

customer base

Increased 

customer base

Lower

costs

Lower

costs

Customer

satisfaction 

Customer

satisfaction 

Leads to
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Developing Backward linkages (Godrej)

Facilitating Corporate Linked Farming 

Value Chain Funding – Dairy

Gherkins- Funding Promising Horticulture  

Customising products suited to Agripreneurs

Creating New Value Chain- SEWA  

Value Chain Funding –Poultry 
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Funding Storage Infrastructure   

Foreign Exchange Solutions for Agri Traders

Warehouse Receipt Finance 

Lending to Small & Medium Agri Enterprise 

Storage using CA technology (Adani Agri Fresh)

Customising products suited to Agripreneurs

Bulk food grain handling and logistics (Adani) ����
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Safe Drinking water for rural households (WHI)

Mentha Farming: Through Micro Finance

Arranging backward linkages (Buyer initiated) ����

Network Enterprise: The Way Forward?   

Creating innovative models for Agri/Rural 
Economy 

Arranging backward linkages (SANDHI)����
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Thank You
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Facilitating Farmer- Corporate Tie Ups 

Inputs

Loan for pass 
through to 
farmer

Produce

Procurement 

Extension 
service/advice

Repayment of loan 
with interest

Hariyali Kissan

Kendra

Hariyali Kissan

Kendra

DSCL DSCL 

Creating a closed loop of credit , extension services & output off take.

Farmer  Farmer  
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Financing crop specific chains- Sugarcane

Suite of ProductsSuite of Products
Tie up for Crop AdviceTie up for Crop Advice

Create LinkagesCreate Linkages InfrastructureInfrastructure

•Production Credit
•Insurance – Life non Life
•Investment Credit

•Tying up with sugarcane 
research stations and 
sugar experts

•Corporate routed farmer 
finance 

•Term loans to create 
irrigation infrastructure and 
tap ground water resources
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Sale of chick, feed & medicine

Sells fully grown birds

Repayment

Pays the balance amount

Veterinary support

Value Chain Funding : Poultry 

Poultry Feed

Co 

Poultry Feed

Co 

Poultry Feed

Co 

Poultry Feed

Co 
Poultry

Farmer

Poultry

Farmer

Poultry Feed

Co 

Poultry Feed

Co 
Poultry

Farmer

Poultry

Farmer

Corporate Risk Sharing

Credit Assistance

Corporat
e Tie Up
Corporat
e Tie Up

Poultry

Farmer

Poultry

Farmer

Technical 
Support
Technical 
Support

Sale and 
payment
Sale and 
payment

Constant monitoring
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Dairy : Funding along the value chain

� Cattle financing through village level co-operative  societies
� To enhance the milk production in the State
� To provide opportunity for farmers to diversify in to dairy sector

� SMP and butter purchase/production finance for dair ies for stocking and/or conversion 
of excess milk to SMP/butter during flush season

DairyDairyFarmerFarmer

Supplies milk

Repayment

Sale proceeds

Credit Assistance
Line of 
credit

Structure of dairy farmer funding

Other initiatives along the dairy value chain
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Gherkin –Supply Chain & Potential  

Processing 
Centre

Farmers

Facilitators

Ingredients /
Glass jars 
suppliers

Retail chain

se
eds

greens
Subsidiaries / 

Agents

Private labelers

Processed output

� Size estimated at Rs.10.00 bn by 2010, with the ind ustry growing at 30% p.a.

� 95% of the crop exported  with processed gherkins h aving a  shelf life of 2-3 
years.
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Arranging the Backward Linkages.. 

Godrej   
Agrovet  

ICICI BANK LTD

Extension Ext
en

si
on

NGO’s & 
Farmers

ILRI/ ICRISATILRI/ ICRISAT Agri watchAgri watch
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Initiatives with SEWA…

FarmersFarmers

Micro finance 
facility

Production credit,Consumption credit
and partly investment credit 

On lending 

Funding against 
commodities  

Commodity 
Hedging by 
farmers  through

Rural Housing   

Supply Chain Funding 

Kiosks 

Trade Facilitation Center (Retail Chain) ����

…our approach has been to look comprehensively at al l the require ments of SEWA: 
related to us and more …. 

SEWASEWA
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Controlled
Atmosphere Store

F&V Storage using CA technology

����� 
��!�"��#�$ 

An Integrated Cold supply chain has enabled- Reduction of  wastage from farm to 
consumer, Extension in shelf life  & Advantage of p rice arbitrage in off-season
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AgripreneursAgripreneurs
(1) Provides 
Term loans

(2) Builds 
warehouse

(3) FCI, farmers, 
Corporates. store 

produce

(5) Pays Agripreneurs after deducting 
loan dues

(4) Pays monthly rentals

Storage Infrastructure 
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Loans to Small and Medium Agri 
Enterprises 

Property
evaluation

Business
Evaluation

•Catering to small enterprises that  are left out of supply chain financing of large corporates.
•Enables these enterprises to be linked to mainstream banking

Hybrid channels with 
a pan Indian presence

Channel

Reach

Channel

Reach Working Capital /

Short Term Loans

Working Capital /

Short Term Loans Proposal EvaluationProposal Evaluation

Empanelled Valuers/ 
Technical 

Apprasiers

Decentralised credit 
hubs

Channels Servicing
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Bulk food grain handling & logistics

FCI delivers  foodgrains at 
Base Depots

FCI procures at MandiLocal Transport by FCI

On FCI’s instructions, Adani 
arranges for Rail transport of 
foodgrains in own wagons

Adani handles, cleans and stores at 
Base Depots

Company receives and stores 
at Field depots

Adani releases grains  to 
FCI at Depot gate in bulk or 
bag

Over 2Lac MT of storage creation will lead to 20% w astage reduct ion 
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Commodity Based Funding     

Farmer/
VLA

Farmer/
VLA

Warehouse/
Cold storage

Warehouse/
Cold storage

3. Lodge receipt

Commodity 
processor 

Commodity 
processor 

1. Deposits
products

2. Issue 
receipt BankBank

7. Off take guarantee

M& C Agent M& C Agent 

4. Provide Credit

5. Reimbursement of 
the loan amount

6. Recovery
Commitment

Commodities: Chilli, wheat,cumin,aniseed, mustard, cotton, groundnut 
seeds, sunflower seeds
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Forex cover for agri traders

Forex flowsForex flows

Agri traderAgri trader
ICICI Bank ICICI Bank 

Forex coverForex cover

Assessment of

cover limits

Assessment of

cover limits

Put / Call options

Forward Contracts

Financial 
Parameters

Managerial 
Parameters 

•Value of  Indian agri export / import trade annuall y is USD 15.00 bn.
•Services to agri traders to hedge the foreign curre ncy flows
•Forex cover based on financial and managerial param eters.

•Scorecard based appraisal
•Weighted average of parameters
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Network Enterprise: The way forward

endeavor to…With support from through…

Trusts

Venture Capital

Citizen sector
Organizations

Financial 
Institutions

Micro Finance 
Institutions

Government 
Agencies

Build missing market 
linkages for livelihood efforts 
of poor

Demonstrate market based 
solution for poverty

Link the demand for 
livelihood enhancing 
products and services for the 
poor to the scaled economic 
capacity of the poor

Community mobilization 
efforts

Understanding the need & 
an appropriate solution 
model

Investing in key 
infrastructure

Localized efforts on modern 
management

Fair terms of trade for both 
sides

With the focus on Well being & Wellness of India’s Poor
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Safe Drinking Water in Rural Area

Sell @Rs.1.5/15 L

Collections 
Collections minus 
operating expenses 
towards repayment

Term loan 

Water Health India Water Health India 

Local Implementation 
Agency

Local Implementation 
Agency

Rural Houses

Village Water Source
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Arranging the Backward Linkages.. 

Retail Stores  

ICICI BANK LTD

Guarantee Deb
t F

un
di

ng

CorporateCorporate

Investment

Fund

Investment

Fund

Fu
nd

ed

Part funding

Supplies

Merchandise

Operates

Retail Chain

Supply Region
Companies

Supply Region
Companies



29

Arranging the Backward Linkages.. 

Large Scale 
Buyers/

Exporters/ 
Retailers

Large Scale 
Buyers/

Exporters/ 
Retailers

Artisans/ NGOs/ 
Aggregators

S
A
N
D
H
I

Collates
Requirements

Arrange Finance

For raw material/
mechanization

Invest in finishing/

Packaging capability

Market

Fair terms of trade
for both sides
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Creating Market Linkages: Mint

Current 

Situation

Current 

Situation

� Focus Group : Low income members of a MFI in Easter n Uttar 
Pradesh 

� Opportunity: Growing procurement requirement of Men tha from 
Mint production company 

� Solving logistics (extension support) and pilot project funding issues

ObjectivesObjectives
� Mobilize the group members to grow mentha

� Link procuring company to the low income clients directly

ChallengesChallenges

Expected 

Impact

Expected 

Impact

� Enhanced returns through the mint cropping (Rs 21K /Acre) as compared 
to Rice (Rs 10K/Acre) and Wheat (Rs 8.4 K/Acre).
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Mint Procurement Companies RequirementMint Procurement Companies Requirement

MFI’s RoleMFI’s Role

• Identify client on the basis of land 
availability in the selected districts.

• Finance Distillation Unit (Cost Rs. 20K-
22K) and raw materials.

• Design package loan covering the credit 
and insurance needs.

• Shift from Wheat (Traditional) � Mint 
(Commercial).

• Plant Mint yielding 55-60 Kg/Acre and can be 
harvested twice in 7-8 months.

• Proper irrigation and timely crop 
management.

• Invest (financed from MFI) Rs 22K- 25K for 
the Distillation Unit (Collectively owned) and 
raw materials.

• Product: Good quality Mentha arvensis.
• Region: Eastern Uttar Pradesh
• Price: At Prevailing market rates (Rs 450- Rs 750/ Litre Mentha oil).
• Tie-up with mint firms for procurement through their local offices.
• Risk: Crop failure due to water logging (Weather/Crop Insurance) and the demand 

fluctuations.

Customers’ RoleCustomers’ Role

���
���

��	
	
�

Creating Market Linkages: Mint


