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11.0 OBJECTIVES

After studying this unit, you should be able to:

e craft basics of a Business Plan for FPOs;
e prepare financials for an FPO;
e implement the Business Plan; and

e review and revise the implementation schedule, if needed.

11.1 INTRODUCTION

Dear learners,

Till now in this course, you have studied the basics of FPOs, their
organizational structure and how these are being managed. The promotion
process and the role of Government agencies are also discussed.

In the previous unit, you learnt about the basics of a business plan, its types,
elements, advantages, disadvantages, classification of FPO activities, steps
and challenges involved in preparing the business plan. You also created a
business profile and a Model Business Plan for an FPO.

In this unit, you will learn to draw a Model Business Plan for an FPO
consisting of the basics of a business plan, the feasibility assessment, the
financial plan and the schedule of implementation. You will also learn to
review and revise the business plan to make a successful FPO by using the
FPO profile and business plan model created in the previous unit.



A thorough learning of the previous Unit 10 is the prerequisite to start with
this unit.

11.2 MODEL BUSINESS PLAN

A business plan is a document created by a company that describes the
company's goals, operations, industry standing, marketing objectives, and
financial projections. It is a valuable tool to attract investors and obtain
financing. Thedetails of a model FPO (Grow More Farmer Producer
Company Limited) have been shared in Unit 10. Based on these details we
will draw a model business plan for this FPC. The format of the Model
Business Plan has also been described in Unit 10, to be followed here for the
purpose. Later in this unit, we will see the implementation of this business
plan.

11.2.1 Basics of Business Plan

The basics of a Business Plan include an Executive Summary and a detailed
Introduction of the FPC and its members.

Model Business Plan

i. Executive Summary

Name of the Company

Grow More Farmer Producer Company
Limited

Corporate Identification
No. (CIN)

UXXXXXMHXXXXPTCXXXXX

Date of Registration

XXXX.XX.XX

Registered as

Farmer Producer Company

Category & Sub
Category

Company Limited by Shares, Indian Non
Government Company

members

No. Of Members 1000
Women Members 250
Marginal Farmers 750

Small Farmers 250

Total Cultivable area of | 3000 Acres

Share Capital
Authorised

20000 shares of Rs.100 each = Rs.20.00
Lakhs

Address of Company

Village: XXXX, Block: Katol, District:
Nagpur

Email

XXXXXXX @XXXXXXX

Contact Person

Mr. XXXXXXXXX

Introduction

Grow More Farmer Producer Company (GMFPC) was established on 22
July 2022 in Katol taluka in the Nagpur district of Maharashtra. It is a
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producer company incorporated with the help of the facilitating agency
SEVA Trust. The FPC has 1000 members with an authorised share
capital of Rs.20.00 lakhs. All the members are farmers and the majority
of the members are small and marginal farmers with an average
landholding of 1.5 — 4.5 acres.

Agriculture is the main occupation of the residents of Katol Taluka.
Wheat, paddy, soyabean, cotton, oranges and seasonal vegetables are the
major crops of the area.Members of Grow More Farmer Producer
Company (GMFPC) are also engaged in the cultivation of these crops to
get the benefit of local conditions. The primary objective of GMFPC is
to improve the livelihood of small and marginal farmers by establishing a
commercially viable organization of the local farmers. They also aid in
enhancing the income of the shareholders by developing functional
linkages with agribusiness trade and developing the support system to
enable the farmers to thrive independently in the agribusiness
environment. It is proposed to have a primary processing centre for
sorting, grading and packing of farmers’ produce to have better shelf life
and value addition.

Farmers in the area also face difficulty in procuring agricultural inputs.
They have two options, either to procure from district headquartersin
Nagpur and pay extra freight or buy locally from Katol and pay a higher
price. In both cases, farmers do not get any discount from retailer. This
leads to stress for the farmers and affects their cash flow as well. So,
GMFPC plans to procure agricultural inputs from manufacturers at
wholesale rates and provide them to members by retaining the margin for
administrative expenses.

The Proposal

Nagpur district is well-known for its oranges and cotton. The farmers in
the proposed area are engaged in cultivation of the wheat, paddy,
soybean and vegetables along with oranges and cotton.Presently the
harvested crops are being sold in the local market, usually through an
agent at a price much lower than the retail market. Generally, prices
received are very low and below the market price leading to an
unprofitable return to farmers. Marketing of grains is complicated,
mainly because of middlemen, and that of fruits and vegetables due to
their perishable nature, seasonality, and bulkiness. The efficiency of
marketing for fruits and vegetables in India has been of significant
concern in recent years. Low efficiency in the marketing channels and
inadequate marketing infrastructure are believed to cause high and
fluctuating consumer prices and little of the consumer rupee reaching the
farmer.

The company's primary aim is to do marketing of agricultural produce
systematically as per consumer and wholesaler choice by primary
processing like sorting, grading, and packaging and later on making
godown for post-harvest management of the crops. Marketing of
products is to be done through direct sales to consumers, whole-sellers,
and IQF companies, depending upon the demand.
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Initially, our primary focus would be to provide agricultural inputs to
members at reasonable prices and do primary processing to market the
crops. Storage facilityto be created at a later stage. Furthermore, they
have a plan to introduce chemical residue-free products and organic
products. GMFPC will be beginning with the inclusion of 1000 farmers
initially.

Vision Statement
“To become one of the best performing FPOs of the country”
Mission

e To make farming a self-sustainable business even for marginal
farmers.

To produce export-quality oranges, cotton and vegetables.
Objectives

e Develop crop patterns so that farmers get crops at least 10 months in
a year.

e To reduce the price spread between the primary producer and
ultimate consumer.

e To make available all products of farm origin to consumers at a
reasonable price without impairing the quality of the produce.

vii. SWOT Analysis

a. Strengths
e Good farmers’ strength is the biggest strength of the FPO.

e Experienced Farmers: Most of the farmers have more than 8 to
10 years’ experience in farming.

e Good Market Connect: Nagpur being the centre of India,
shipping mainly oranges and cotton to any part of the country is
convenient. Being a cargo hub, export is also quite convenient.

b. Weaknesses

e Majority of farmers are marginal or small not having many
resources to deploy.

¢. Opportunities
e Linkages with manufacturers of agricultural inputs.
e  Marketing linkages for the supply of oranges & cotton.

e Long-term vegetable supply arrangement with a nearby
vegetable processing unit.

e Since the farmers are small, they cannot afford to have
agricultural equipment. Good opportunity for providing
agricultural services to them.

e Sustainable farming practices: The demand is changing to
organic products now. There is an opportunity to go for organic
practices. Although productivity gets reduced initially but price
will fetch a premium amount to compensate for the loss due to
lower productivity.
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e  Weather conditions

Activity 11.1:

Visit an FPC in your village/locality and study it’s SWOT and mention one
each.

NAME OF UNIL: .ottt
Nature Of BUSINESS: ..couviiiiiiiieiie ettt
SHENGNS: ..t
W EAKNESSES: ...ttt ettt sttt e eaee s
OPPOTTUNITIES: ..vvivvieiieeiieriieeteeeiteeteeeteeteeseteeteesaeeseessseenseessseeseesnseenseessseenses
TRECALS: ...ttt ettt st

Check Your Progress 11.1
Note: a) Use the spaces given below for your answers.
b) Check your answer with those given at the end of the unit.

1. Write 2 objectives of an FPO working in the field of fruits and
vegetables.

2. Write a Vision statement for an FPO working in the field of Dairy
Farming.

3. What is an Executive Summary?
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11.2.2 The Feasibility Assessment

A Feasibility Assessment of a Farmer Producer Organization (FPO) involves
evaluating the viability and potential success of establishing such an
organization. FPOs are collective entities formed by farmers to enhance their
bargaining power, access resources, and improve their overall livelihoods.
Here are the key components to consider when conducting a feasibility
assessment for an FPO:

I.

Commercial Assessment

a.

Location: Katol Taluka is well connected with its district
headquarters Nagpur by train & road. Nagpur, being the centre of
India, is well connected with the rest of Maharashtra and India
through rail, road and air. Nagpur is part of the Vidarbha
regionwhich is a fast-developing region with good law and order
conditions.

Availability of Inputs: The area is centrally located, and no
difficulty is envisaged in getting the desired input supplies from
across the country.

Storage & Transportation: The area is well connected with the
state and country as a whole by all modes of transportation. Nagpur
being a cargo hub, shipping for export is also convenient.

Water availability: Most of the cultivable land is rainfed and
annual rainfall in Vidarbha region is approximately 1100 mm.
Usually, this area is not flood-prone. Due to good rainfall, the
proximity of forests and many nearby water bodies, a good amount
of water is available for irrigation. Groundwater level also remains
good for the most part of the year

Availability of Human Resources: Nagpur has having population
of approximately 35 lakhs with a 90% literacy rate and since it is a
developing region, migration of the workforce is not prevailing.
Hence, a sufficient number of qualified workforces is available for
the purpose. Since the cost of living is also moderate, the cost of
hiring manpower remains within budget.

Environment: Since the processes involved are not hazardous, no
anticipated risk for the environment. The mission of GMFPC is to
switch over to organic farming gradually is also contributing to the
green environment and happy planet.

II. Products, Services & Market

A. Products & Services offered by GMFPC are:

i. Input Supplies to Farmer members: All the farmers need
fertilizers, organic manure, micronutrients, seeds, pesticides,
weedicides etc. at the beginning of the sowing season as well as
during the year from time to time and based on the crops taken.
Farmers buy all these products either from the nearby retail
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market or wholesale market from 50 km away. From both the
places farmers get hardly any discount. GMFPC has negotiated
the procurements of these inputs from manufacturers at
distributor prices. The same is being supplied to the members by
adding 10% of administrative transaction charges. This gives a
net saving of about 20 — 25% on cost price to the farmers. This
is an added cash benefit to the farmer and FPO gets revenue for
its services. This is a win-win situation for both.

Currently, 75% of members are taking its’ benefits which is
expected to grow up to 90% in the 4™ year.

Sale of agricultural produce of members: Members produce
wheat, rice, soyabean, cotton, oranges and vegetables. FPO buys
from farmers and sells the products to their own members, retail
customers, wholesalers and processing companies. The details
of product-wise sales are as follows:

a.  Wheat and rice are being processed and packed in 5, 10 &
25 kgs of bags and sold to own members and habitants of
nearby villages.

b. Oranges are being quality checked, packed and sent to the
wholesale market of Nagpur for retail sale.

c. Soyabean and cotton are being used as raw materials for
cotton textile and refined oil industry,these are being
supplied to the industries directly at the farm gate. FPC is
coordinating for such a sale.

d. Vegetables are either sold by farmers themselves or directly
supplied to a nearby processing unit at preapproved rates
through FPC.

It is considered that only 25% of farmers are availing these
services of the FPC. For the entire sale through FPC, 1% of the
sale value is being charged as a sale commission by FPC. That
is considered as revenue while preparing a Financial Plan.

Primary Processing and Packaging for retail sale: is being
done by the FPC to improve the saleability and shelf life of the
product and increase in selling price.

Institutional sale of vegetables to nearby processing unit:
GMFPC is negotiating with the nearby IQF unit for the sale of
vegetables. In that case, farmers will get the supply order for
respective vegetables for every season. The farming activity can
go on for a whole year and so is the income.

Agricultural services to members: Since all the members are
either marginal or small farmers, they cannot afford to have
agricultural equipment like tractors, cultivators, harvesters, etc.
to speed up the time consumed for land preparation and
harvesting. GMFPC has proposed to acquire this equipment one
by one to provide services to members on a chargeable basis.
This will reduce the time taken and thereby the cost of



vil.

cultivation and harvesting.

vi. Crop Calendar: We all know that not every crop can be grown
in every season. In agriculture ‘one size fits all’ does not work.
In India, we have the culture of taking two crops i.e., Rabi &
Kharif in a year. Similarly, harvesting can be done
corresponding to the sowing time. The calendars below show
the sowing and harvesting time of the crops taken by the
members of the FPC in Table 11.1 & 11.2 respectively.

Table 11.1: Sowing & Harvesting Calendar (June to May)

Month Wheat | Paddy | Cotton | Soybean | Oranges | Vegetables

June skskskoskok skskskoskok sskockok ok sk skskoskok

July sk sk sk ok ok

August sk sk sk ok ok

September RATA

sk sk skeoskeosk

October - etttk
November | *bsk | R i

December - e

January - EEEEE
February - - EEEEE
March - L
April - stk sk o
May s ok o

In the above Table, Blue stars represent the sowing month and Pink stars
represent harvesting months. It is evident that members of this FPC can
plan either for paddy, cotton or soybean in the month of June. Later on,
those who have taken paddy can take wheat, rest can take vegetables.
Additionally, orange growers can also take some vegetables in the
orchard for an initial 2-3 years. This way land utilisation can be
maximised to get the maximum land productivity. In a nutshell, these
calendars will help farmers in crop planning and crop alternating to
maximize land productivity.

Market Segmentation

The target customers include farmer members, natives, bulk buyers like
oil mills, cotton textile units, vegetable processing units and other retail
buyers. Since the product range of FPC is quite versatile, it uses different
strategies to sell different products and services. In its greens production,
the company will target bulk buyers and later on all main food outlets.
The company plans to use the Internet as one of its marketing channels in
the future. The company's target customers will be as follows:

a. Cotton Textile & Refined Oil Industries

b. Vegetable processors
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Kisan Bazar

/e o

People approaching the FPO Directly
e. Farmers to the family at residential society
f.  Bulk buyers, whole-sellers, and retailers

g. Direct customers, especially for oranges in box packing
Marketing Strategy

This strategy will allow Farmers' Groups to produce crops during most
of the year and enable double cultivation by a two-tier vegetable system.
Also, plan to cultivate through contract farming by various companies.
The FPOs aim to collect small farmers' agricultural-horticulture produce
at the cluster level and market it to different buyers. The CBBO, Seva
Trust has market linkages in all major cities of the country so that it is
accessible to market. Distribution is the most successful and proven way
of marketing. We have local consumers, and we can supply in-market
demanded boxes or be required to the retail counters or send the goods to
the wholesalers. Also, we can consider keeping our products in the
online marketplaces as our business grows.

Risk Assessment

Risk is “the possibility of something bad happening”. In simple
terms, “risk is the possibility of something bad happening. Risk involves
uncertainty about the effects/implications of an activity with respect to
something that humans value (such as health, well-being, wealth,
property or the environment), often focusing on negative, undesirable
consequences.”

Let us understand that there are two essential elements of risk i.e.,
uncertainty and undesirable consequences.In the case of an FPO, risk can
be internal as well as external. It is easy to understand through the
Figurell.1.

Risk

q Internal | q External |

Quality Price
Quantity
Storage

Internal Frauds

Internal Controls Logistics

Climate

Transportation

Fig. 11.1: Types of Risks for an FPO



Risks can be minimised in three ways:

a.

IVv.

Risk avoidance: can be done by properly investigating, analyzing and
exercising internal controls. For example, at the time of taking a loan or
debt, proper analysis regarding production capacity and revenue
generation should be done. The risk can be avoided if proper financial
analysis is considered before going for a loan.

Risk Mitigation: Strategy can be used for the risks which cannot be
fully avoided. Climate and the use of appropriate fertilizers are two kinds
of risks that the company will face. The company can provide timely
extension services and guidance to the farmers to mitigate this risk as
much as possible. The climate risk can also be mitigated to an extent by
taking help from government extension services.

Risk Transfer: can be done in cases where a third party can be involved.
In the case of storage or logistics where risk can be transferred to a third
party known as an Insurance Company. The company can take up the
insurance more actively and invest an appropriate amount in it to avoid
loss to its members.

Activity 11.2:
Draw a Crop Calendar for any 5 crops grown in your region.

Name Of REZION: .....eiiiiiiiiieiieeieee et

Socio Economic Impact of the FPO

The members had experienced an increase in income from their share in
the FPC activities, as before the establishment of FPC, most of these
members were forced to sell their produce only to intermediaries like
traders, processors, and other aggregators. The main aim of these
aggregators was to get the best quality produce at the lowest price
possible. Hence a common experience of all these members before the
establishment of FPC was that they used to get a much lower price for
the produce compared to the rates provided by the market linkages
developed by the FPC members. Also, cheating in terms of grading and
weights by the traders was a common experience.

The FPC is impacting the lives of its members by providing the following
services:

1.

ii.

Marketing services (input supply, output marketing, and processing,
market information).

Facilitation of collective production activities.
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iii. Technology services (education, extension, research).
iv. Education services (business skills, health, and general).

v. Welfare services, (health, safety nets).

By providing the activities mentioned above, it has tried to impact the social
well-being of its members. The members are being trained on various new
methodologies of cultivation of the residue-free Agri-produce that has shown
skill upgradation of the members' and resultant market demand conditions.
Building strong relationships with big institutional buyers has led to
increasing self-confidence of the farmer members. Also, they can connect
their communities to new markets and have fostered entrepreneurial and
leadership skills in the members. Hence various women groups are also
actively participating in creating various market linkages, procurement, and
cluster development roles.

The aggregation of buying of agricultural inputsand economies of scale is
being achieved, resulting in an overall reduction in the total cost of
cultivation for the members. With a huge aggregated base of member
farmers, various Agri-input suppliers have also approached the FPC to sell
their produce in bulk quantities to the members at a lower cost than the
market.

Members, especially women members, have felt increased self-confidence
and self-respect by being a part of the FPC. They have experienced an
increase in mobility gained through their work in GMFPC. Their membership
in the FPC has enabled these women to come out of their home villages to
attend meetings and events and take on leadership roles within the FPC.

A feeling of friendship is built among the members, and they help each other
solve their common problems through Companionship and mutual support.
They learned how to solve their problems independently, and a culture of
discussion and attitude towardproblem-solvingwas built among the members.

By diversification into crops with longer shelf life, the members have tried to
reduce their dependency on climate change hence decreasing their
vulnerability to covariant risks. Also, organic techniques, building storage
warehouse facilities, etc. will reducethe risk of pest attacks. All these changes
have helped them become more adaptable to the various climate change
phenomena. Hence, through all these multiple ways, the FPC is influencing
the lives of its members and makinga significant impact on the social and
economic well-being of the surroundings.

Check Your Progress 11.2
Note: a) Use the spaces given below for your answers.

b) Check your answer with those given at the end of the unit.

1. State any two advantages of drawing a crop calendar.



2. What is market strategy?

3. What is Risk & what are ways to minimize that?

11.2.3 The Financial Plan

Financial Analysis is the most crucial aspect of any business plan. This
section indicates the financial implications of the plan. It shows the revenue,
profit, assets and liabilities of the FPC, at the end of a certain period, after the
project is implemented as per plan. Below is the detailed financial Plan for
GMFPC.

i. Plant & Machinery& Miscellaneous Fixed Assets: investment details
are given in Tables11.2 &11.3:

Table 11.2: Details of Plant & Machinery

Sr. | Particulars Nos. | Rate Year 1 Year2 | Year3 Year 4 Year 5

Trays for

1 | cleaning 10 1000 10000
Sieves for

2 | grading 10 1500 15000
Packing
Machine 1 85000 85000

4 | Tractor 1 800000 800000
Harvestor 1 500000 500000
Bricketing

6 | Machine 2 20000 40000
Kiln for

7 | charring 1 20000 100000
Sub Total 110000 | 800000 40000 500000 100000
GST @ 18% 19800 | 144000 7200 90000 18000
TOTAL 129800 | 944000 47200 590000 118000

No investment in Plant & Machinery is proposed after the 5" Year.
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Table 11.3: Details of Miscellaneous Fixed Assets

Sr. Particulars Year Year Year Year Year Year | Year7
1 2 3 4 6

1 Web Site 50000

2 | Electrical 10000
Installation

3 | Office 25000 | 25000
Furniture &
Fixtures

4 | Computer 35000
Banners and 10000 | 10000 | 10000 | 10000 | 10000 | 10000 | 10000
other display
material

6 | Fire 15000
Extinguishers

7 | Sub Total 45000 | 70000 | 25000 | 10000 | 60000 | 10000 | 10000
GST @ 18% 8100 12600 4500 1800 10800 1800 1800
TOTAL 53100 | 82600 | 29500 | 11800 | 70800 | 11800 | 11800

il

Cost of Project & Means of Financing: are detailed below in Table

11.4 &11.5 respectively

Table 11.4: Cost of Project

Sr. Particulars Year1 | Year2 Year3 | Year4 | Year 5 | Year Year
6 7
1 | Office Building | Rented | Rented | Rented | Rented | Rented | Rented | Rented
2 | Retail Outlet Rented Rented | Rented | Rented | Rented | Rented
3 | Godown 5000000
4 | Machinery 129800 | 944000 47200 | 590000 | 118000 0 0
&Equipments
5 | Misc Fixed 53100 82600 29500 11800 | 70800 | 11800 | 11800
Assets
6 | Preoperative 50000
Expenses
7 | Margin for 25000 25000 25000
Working capital
TOTAL 257900 | 1051600 | 5101700 | 601800 | 188800 | 11800 | 11800
Table 11.5: Means of Financing
Sr. | Particulars Year 1 Year 2 Year 3 Year 4 Year 5
1 | Share Capital 500000 500000
2 | Equity Grant 1000000
Bank Finance for Godown 2500000
Subsidy for Tractor
4 | &Harvester 480000 300000
TOTAL (1...4) 500000 | 1980000 | 2500000 300000 0

The initial funding requirement is met through share capital in years 1
and 2 and by equity grant in year 2. Bank finance is proposed in year 3




ii.

and subsidies are expected in years 2 and 4. No external funding is
needed after year 4. Investment in Plant & Machinery and miscellaneous

fixed assets after 4™ year will be met through internal accruals.

Project Assumptions

Assumptions for projects are given in Tables11.6 to 11.13 respectively.
These tables are self-explanatory.

a. Procurement of Agricultural Inputs:

Table 11.6: Assumptions for Procurement of Agricultural Inputs

Sr. Particulars UOM | Year | Year | Year | Year | Year | Year | Year
1 4 5 6 7
1 | Members % 75% 80% 85% 90% 90% 90% 90%
utilising this
facility
2 | Total Cultivable | Acres 3000 | 3000 | 3000 | 3000 | 3000 | 3000 | 3000
Area in Acres
3 | Fertilizer Bags 2250 | 2400 | 2550 | 2700 | 2700 | 2700 | 2700
Required
(1bag/acre)
4 | Urea Required Bottles | 2250 2400 2550 2700 2700 2700 | 2700
(1 Bottle/acre)
5 | Compost Bags 11250 | 12000 | 12750 | 13500 | 13500 | 13500 | 13500
Required
(5bags/Acre)
6 | Pesticides Litres | 4500 | 4800 | 5100 | 5400 | 5400 | 5400 | 5400
(2ltr/acre)
b. Crop Area in Acres
Table 11.7: Assumptions for Crop Area in Acres
Sr. Particulars Year1 | Year2 | Year3 | Year4 | Year5 | Year 6 | Year 7
1 | Soybean 1000 1000 1000 1000 1000 1000 1000
2 | Paddy 1000 1000 1000 1000 1000 1000 1000
3 | Wheat 1000 1000 1000 1000 1000 1000 1000
4 | Cotton 500 500 500 500 500 500 500
5 | Oranges 500 500 500 500 500 500 500
6 | Vegetables remaining area
c. Seeds Requirement in Kgs.
Table 11.8: Assumptions for Seed Requirements in kgs.
Sr. Particulars Year1 | Year2 | Year 3 | Year4 | Year5 | Year 6 | Year 7
1 | Soybean (35 26250 | 28000 | 29750 | 31500 | 31500 | 31500 | 31500
Kgs/acre)
2 | Paddy (15 kgs/acre) | 22500 | 24000 | 25500 | 27000 | 27000 | 27000 | 27000
3 | Wheat (50 kgs/acre) | 37500 | 40000 | 42500 | 45000 | 45000 | 45000 | 45000
4 | Cotton (2bags/acre) 750 800 850 900 900 900 900
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(FFOs) Table 11.9: Assumptions for Procurement Rates (Rs. per kgs.)

Sr. Particulars Year1 | Year2 | Year3 | Year4 | Year5 | Year 6 | Year 7
1 | Fertilizer 1350 1350 1350 1350 1350 1350 1350
Urea Required 300 300 300 300 300 300 300
3 | Compost 250 250 250 250 250 250 250
Required
4 | Pesticides 400 400 400 400 400 400 400
5 | Soybean seeds 112 112 112 112 112 112 112
6 | Paddy seeds 100 100 100 100 100 100 100
7 | Wheat seeds 50 50 50 50 50 50 50
8 | Cotton seeds 830 830 830 830 830 830 830

e. Yield (Quintals per Acre)

Table 11.10: Assumptions for Yield (Quintals per Acre)

Sr. | Particulars Year1 | Year2 | Year3 | Year4 | Year5 | Year6 | Year?7

1 Soybean S 6 6 6 6 6 6

2 Paddy 10 12 12 12 12 12 12

3 Wheat 9 10 10 10 10 10 10

4 Cotton 10 12 12 12 12 12 12

5 Oranges 20 25 30 35 40 40 40
f. Crops available for sale in Quintals

Table 11.11: Assumptions for Crops Available for Sale (Quintals)

Sr. Particulars Year1 | Year2 | Year3 | Year4 | Year 5 | Year 6 | Year 7

1 | Members utilising 25% 25% 25% 25% 25% 25% 25%
this facility

2 | Soyabean 1250 1500 1500 1500 1500 1500 1500
3 | Paddy 2500 3000 3000 3000 3000 3000 3000
4 | Wheat 2250 2500 2500 2500 2500 2500 2500
5 | Cotton 1250 1500 1500 1500 1500 1500 1500
6 | Oranges 2500 3125 3750 4375 5000 5000 5000

g. Sale Rates (Rs per Quintals)

Table 11.12: Assumptions for Sale Rates (Rs. per Quintals)

Sr. | Particulars Year1 | Year2 | Year3 | Year4 | Year5 | Year6 | Year7
1 Soybean 50 50 50 50 50 50 50
2 Paddy 40 40 40 40 40 40 40
3 Wheat 30 30 30 30 30 30 30
4 Cotton 60 60 60 60 60 60 60
5 Oranges 60 60 60 60 60 60 60
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h. Rates of Agricultural Services (Rs. per Acre)
Table 11.13: Assumptions for Rates of Agricultural Services
(Rs. per Acre)

Sr. Particulars Year2 | Year3 | Year4 | Year5 | Year 6 | Year 7
1 | Tractor Rental (Rs. /Acre) 2000 2000 2000 2000 2000 2000
2 | Diesel Consumption 15 15 15 15 15 15

(Litre/Acre)
3 | Harvester Rental (Rs. 1800 1800 1800 1800
/Acre)
4 | Diesel Consumption 4 4 4 4
(Litre/Acre)
Diesel Rate (Rs. /Litre) 90 90 90 90 90 90
6 | Operating Cost (Rs. /Acre) 250 250 250 250 250 250

Since the tractor is being procured in year 2, so no revenue is proposed in
year 1.

iv. Financial Data (Rs. in Lakhs)

a. Purchase Value of Agricultural Inputs (Rs. in Lakhs). These values are
arrived at by multiplying the item rates given in Table 11.9 with the
respective quantities given in Table 11.6 for other inputs and Table 11.8
for seeds.

Table 11.14: Purchase Value of Agricultural Inputs (Rs. in Lakhs)

Sr. Particulars Year1 | Year2 | Year3 | Year4 | Year5S | Year 6 | Year7
1 | Fertilizer 30.38 32.40 34.43 36.45 36.45 36.45 36.45
2 | Urea 6.75 7.20 7.65 8.10 8.10 8.10 8.10
3 | Compost 28.13 30.00 31.88 33.75 33.75 33.75 33.75
4 | Pesticides 18.00 19.20 20.40 21.60 21.60 21.60 21.60
5 | Soybean seeds 29.40 31.36 33.32 35.28 35.28 35.28 35.28
6 | Paddy seeds 22.50 24.00 25.50 27.00 27.00 27.00 27.00
7 | Wheat seeds 18.75 20.00 21.25 22.50 22.50 22.50 22.50
8 | Cotton seeds 6.23 6.64 7.06 7.47 7.47 7.47 7.47

Total (1...8) 160.13 | 170.80 | 181.48 | 192.15 | 192.15 | 192.15 | 192.15

b. Sale Value of Members’ Crops (Rs. in Lakhs). These values are arrived
at by multiplying the sale rates given in Table 11.12 with the respective
quantities given in Table 11.11.

Table 11.15: Sale Value of Members’ Crops (Rs. in Lakhs)

Sr. | Particulars Year1 | Year2 | Year3 | Year4 | Year5 | Year6 | Year?7
1 Soybean 62.50 75.00 75.00 75.00 75.00 75.00 75.00
2 Paddy 100.00 120.00 120.00 | 120.00 | 120.00 120.00 120.00
3 Wheat 67.50 75.00 75.00 75.00 75.00 75.00 75.00
4 Cotton 75.00 90.00 90.00 90.00 90.00 90.00 90.00
5 Oranges 150.00 187.50 | 225.00 | 262.50 | 300.00 | 300.00 | 300.00

Total (1 to

5) 455.00 | 547.50 | 585.00 | 622.50 | 660.00 | 660.00 | 660.00

Implementation of
Business Plan

189



Management of Farmers
Producer Organisations
(FPOs)

190

c. Revenue & Expenditure of Agricultural Services (Rs. in Lakhs). The
values for revenue are arrived at by multiplying the service rates given in
Table 11.13 with the total cultivable area and percentage of members
utilizing this facility given in Table 11.6.

d. Expenses for tractor and harvester are divided into two parts one is the
cost of diesel and the other is the operating cost. Diesel consumption is
considered @ 15 litres and 6 litres per acre for tractor and harvester
respectively and a diesel rate of Rs.90 per litre is assumed.

e. Operating cost is considered Rs.250 per acre. Value is arrived at by
multiplying the total cultivable area and percentage of members utilizing
this facility given in Table 11.6 with a rate per acre i.e., Rs. 250.

Table 11.16: Revenue & Expenditure for Agricultural Services
(Rs. in Lakhs)

Sr. Particulars ‘ Year 2 ‘ Year 3 ‘ Year 4 | Year 5 ‘ Year 6 | Year 7

i. | Revenue
Tractor Rental 48.00 51.00 54.00 54.00 54.00 54.00
Harvester rental 48.60 48.60 48.60 48.60
Sub Total 48.00 51.00 102.60 | 102.60 | 102.60 | 102.60

ii. | Expenses for Agricultural Services

1 Tractor
Diesel 324 34.43 36.45 36.45 36.45 36.45
Operating Cost 6.00 6.38 6.75 6.75 6.75 6.75

11 | Harvester
Diesel 9.72 9.72 9.72 9.72
Operating Cost 6.75 6.75 6.75 6.75

111 Sub Total (i + ii) 38.40 40.80 59.67 59.67 59.67 59.67

f. Manpower Requirement (Rs. per month) is calculated by considering 1
number of each designation and below given is per month salary for
each. An annual increment of 10% is considered over a period of 7 years.

Table 11.17: Manpower Requirement (Rs. per month)
Sr Position Year Year Year Year | Year 5 | Year Year
1 2 3 4 6 7
1 | CEO 25000 | 27500 | 30250 | 33275 | 36602. | 40263 | 44289
5

2 | Accountant 10000 | 11000 | 12100 | 13310 14641 16105 | 17716
Retail Store 18000 | 19800 | 21780 | 23958 | 26354 | 28989
Manager

3 | Office Assistant 8000 8800 9680 10648 | 11712. | 12884 | 14172

8
Total 43000 | 65300 | 71830 | 79013 | 86914. | 95606 | 10516
3 6
g. Administrative Expenses & Repayment Obligation (Rs. in Lakhs). An

annual increment of Rs.500 per month is considered for rent and 5%
increase in administrative expenses for a period of 7 years.




Table 11.18: Administrative Expenses & Repayment Obligation

(Rs. in Lakhs)
Sr. Particulars Year1 | Year Year Year | Year 5 | Year | Year
2 3 4 6 7

1 | Office Rent (Rs. 10000 | 11000 | 11500 | 12000 | 12500 | 13000 | 13500
/month)

2 | Rent for Retail Outlet 12000 | 12500 | 13000 | 13500 | 14000 | 14500
Other Administrative 12000 | 12600 | 13100 | 13600 | 14100 | 14600 | 15100
Expenses

4 | Sub Total 22000 | 35600 | 37100 | 38600 | 40100 | 41600 | 43100
Repayment 0 0 5.00 5.00 5.00 5.00 5.00
Obligation (5 Years)

h. Statement of Profitability is worked out by utilising various data from

Table 11.14 to 11.18. The sale of agricultural inputs is worked out by
adding 10% tothe procurement cost. Commission on crop sale is 1%
ofthe total crop sale. Revenue and expenses for agricultural services are
coming directly from Table 11.16, Management grant is received by FPC
in the first 3 years of operations, hence considered here as revenue.

The preparation of the Profitability statement, Balance Sheet and Cash
flow statement has been discussed in detail in Course BAM-003 Unit 3:
Financial Statements. Learners should be thorough with the concepts and
exercises discussed therein.

Table 11.19: Statement of Profitability (Rs. in Lakhs)

Sr Year | Year | Year | Year | Year | Year
Particulars Year 1 2 3 4 5 6 7
A | Revenue
177. | 189.7 | 201.6 | 213.5 | 213.5 | 213.5 | 213.5
i Sales of Agriculture Inputs 92 8 4 0 0 0 0
ii | Commission on Crop Sale 455 | 548 | 585| 623 | 6.60| 6.60 | 6.60
Revenue for Agricultural 102.6 | 102.6 | 102.6 | 102.6
iii | Services 0.00 | 48.00 | 51.00 0 0 0 0
iv | Management Grant 6.00 | 6.00| 6.00
182. | 249.2 | 264.4 | 328.3 | 322.7 | 322.7 | 322.7
v | Total Revenue (i...iv) 47 5 9 3 0 0 0
B | Direct Materials
160. | 170.8 | 181.4 | 192.1 | 192.1 | 192.1 | 192.1
i | Agricultural Inputs 13 0 8 5 5 5 5
C | Expenses
Expenses for Agricultural
i | Services 0.00 | 38.40 | 40.80 | 59.67 | 59.67 | 59.67 | 59.67
ii | Man Power Requirements 516 | 7.84 | 8.62| 9481043 | 11.47 | 12.62
iii | Training Expenses 1.00 | 2.00 | 3.00| 3.00| 3.00| 3.00
iv | Rent 1.20 | 276 | 2.88 | 3.00 | 3.12| 3.24 | 3.36
v | Administrative Expenses 144 | 1.51 1.57 ] 163 | 1.69| 1.75| 1.81
Vi | Selling & Distribution 0.12 | 0.13| 0.15| 0.16 | 0.18 | 0.19| 0.21
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Expenses
vii | Interest 0.00 | 0.00| 1.70 128 | 0.85| 043 | 0.00
vil
i Depreciation & Amortization | 0.09 | 0.75 | 3.80| 6.64 | 7.03| 7.13| 7.14
ix | TOTAL Expenses 8.01 | 52.39 | 61.51 | 84.86 | 85.97 | 86.89 | 87.82
14.3
D | Profit before Tax 312607 |21.50 | 51.32 | 44.58 | 43.66 | 42.73
E | Tax @30% 430 | 7.82 | 6.45| 1540 | 13.37 | 13.10 | 12.82
10.0
F | Profit After Tax 3| 18.25 | 15.05 | 35.92 | 31.21 | 30.57 | 29.91
% of Revenue 5% 7% 6% | 11% | 10% 9% 9%
G | Dividend Paid @ 20% 200 | 2.00| 2.00]| 2.00
Profit After Dividend 10.0
H | Distribution 31 18.25| 15.05 | 33.92 | 29.21 | 28.57 | 2791
i.  Projected Balance Sheet
Table 11.20: Projected Balance Sheet (Rs. in Lakhs)
Sr Year | Year | Year | Year | Year | Year | Year
Particulars 1 2 3 4 5 6 7
A. | Equity & Liabilities
1 | Shareholders' Funds
a | Share Capital 5.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00
106.4 | 135.0 | 162.9
b | Reserves & Surplus 10.03 | 28.28 | 43.33 | 77.25 6 2 3
2 | Matching Equity Grant 0.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00
Equipment Subsidy 0.00 4.80 4.80 7.80 7.80 7.80 7.80
3 | Non-Current Liabilities
a | Bank Loan 0.00 0.00 | 20.00 | 15.00 | 10.00 5.00 0.00
4 | Current Liabilities
a | Short term borrowings
b | Trade Payables
¢ | Short term Provisions
d | Other Current Liabilities
120.0 | 144.2 | 167.8 | 190.7
5 | TOTAL (A) 15.03 | 53.08 | 88.13 5 6 2 3
B. | ASSETS
1 | Non-Current Assets




Equipment Implementation of

. Business Plan
Intangible Assets 0.50 0.45 0.40 | 0.35 0.30 | 0.25 0.20

Capital Work in Progress

Long term Loans &
Advances

Current Assets

Inventories 8.01 8.54 9.07 9.61 9.61 9.61 9.61

Receivables 4.00 4.27 4.54 4.80 4.80 4.80 4.80
1074 | 1374

Cash & Cash Equivalents 0.78 | 28.51 | 1579 | 47.53 | 76.88 6 0

Short Term Loans &

Advances

Other current assets

120.0 | 144.2 | 167.8 | 190.7
TOTAL (B) 15.03 | 53.08 | 88.13 5 6 2 3

Projected Cash Flow Statement

Table 11.21: Projected Cash Flow Statement (Rs. in Lakhs)

Particulars Year1 | Year2 | Year 3 | Year4 | Year 5 | Year 6 | Year 7
Opening Cash 0 0.78 28.51 15.79 47.53 76.88 107.46
Balance
Inflows
Profit after Tax 10.03 18.25 15.05 35.92 31.21 30.57 29.91
Add:

Depreciation 0.09 0.75 3.80 6.64 7.03 7.13 7.14
Receipts from 5.00 5.00 0.00 0.00 0.00 0.00 0.00
Shareholders

Matching Equity 0.00 10.00 0.00 0.00 0.00 0.00 0.00
Grant

Equipment Subsidy 0.00 4.80 0.00 3.00 0.00 0.00 0.00
Bank Loan 0.00 0.00 20.00

Total Cash Inflows 15.12 38.79 38.85 45.56 38.24 37.70 37.06
Cash Outflows

Purchase of Assets 1.83 10.27 50.77 6.02 1.89 0.12 0.12
Increase in Current 12.01 0.80 0.80 0.80 0.00 0.00 0.00
Assets

Preoperative 0.5 0 0 0 0 0 0
Expenses

Loan Repayment 5.00 5.00 5.00 5.00
Dividend 0.00 0.00 0.00 2.00 2.00 2.00 2.00
Total Cash Outflows 14.34 11.07 51.57 13.82 8.89 7.12 7.12
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D | Net Cash Inflow (B - 0.78 27.73 | -12.72 | 31.74 29.35 30.58 29.94
9)

E | Closing Cash 0.78 28.51 15.79 47.53 76.88 | 107.46 | 137.40
Balance (A+D)

11.3 IMPLEMENTATION OF BUSINESS PLAN

Implementation of the business plan is to bring the project into reality as per
details mentioned in the Business Plan. Further it also indicates the way it can
be monitored and evaluated. Two major contents for this section are:

1. Schedule of implementation
ii. Review and Revision

11.3.1 Schedule of Implementation

Schedule of implementation is a statement that mentions time line to
commence and complete all the project implementation activities. Sample of
Implementation Schedule is given below:

Table 11.22: Schedule for Implementation

13:;'. Activity Commencement Completion
1 Placing of order for plant & Month 1 beginning Month 1 mid
Machinery
2 Construction of Office Building Rented Rented
3 Getting the major machines Month 1 beginning Month 1 end
4 Installation of machines Month 2 beginning Month 2 mid
5 Trial runs Month 2 mid Month 2 end
6 Commercial Production Month 2 end Month 3
beginning

Since office is to be taken on rent and all the plant & machinery is locally
available against order, the implementation time is minimized.

11.3.2 Review and Revision

Review and Revision of implementation schedule is to be done from time to
time to evaluate the progress in the project. In case, there is some delay in the
project implementation, schedule needs to be revised as per changed timeline.
Then after revision, again evaluation is to be done. More frequent changes in
the implementation schedule are not warranted.

114 LET US SUM UP

In this unit, you have already learnt the following:

e Itis evident from the above discussion that preparing a Business Plan is a
herculean task. But once it is prepared it should be followed religiously
for implementation and monitoring.




Business Plan is implemented and reviewed sincerely, FPOs can play a
key role in this journey of doubling the farmers’ income and overall
upliftment of the society and nation building.

Feasibility Assessment of a Farmer Producer Organization (FPO)
involves evaluating the viability and potential success of establishing
such an organization.

FPOs are collective entities formed by farmers to enhance their

bargaining power,

livelihoods.

access resources, and improve their overall

11.5 KEYWORDS

Aggregators A website or program that collects related items of
content and displays them or links to them.
Benchmarks A standard that other things can be compared to.

Contract farming

Forward Contracts :

Involves agricultural production being carried out
on the basis of an agreement between the buyer
and farm producers.

A forward contract is an agreement between two
parties to buy or sell an asset at a specified price
on a predefined expiry date.

Herculean Requiring great strength or effort.

Inflexibility Thequality of being fixedandunable or unwilling to
change.

Mitigation The action of reducing the severity, seriousness, or

Nascent-stage

SWOT
Weedicide

painfulness of something.

Only recently formed or started, but likely to grow
larger quickly.

Strength, Weakness, Opportunity, Threats.

A chemical weed killer.

11.6 SUGGESTED FURTHER READINGS/
REFERENCES

1. Cambridge Dictionary.

2. Farmer Producer Organisations: Operational Manual I, Center for

Agrarian Studies, National Institute of Rural Development & Panchayati
Raj, Ministry of Rural Development, GOI.

Farmer Producer Organisations: Operational Manual II, Center for
Agrarian Studies, National Institute of Rural Development & Panchayati
Raj, Ministry of Rural Development, GOL.

MODULE 5 BUSINESS PLAN OF AN FPO
https://coefpo.org/publications/5business-plan-for-fpo-eng.pdf

National Bank for Agriculture and Rural Development, Mumbai; 2015.
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6.

Wikipedia.

Web Link:

https://cleartax.in/s/fpo-farmer-producer-organization-scheme

11.7 ANSWERS TO CHECK YOUR PROGRESS

Check Your Progress 11.1

1.

Objectives of an FPO working in the field of fruits and vegetables.

a) Develop crop patterns so that farmers get crops at least 10 months in
a year.

b) To reduce the price spread between the primary producer and
ultimate consumer.

ABC Mahila Milk Producer Company Limited will be among top 10
Dairy Enterprises in the State.

Executive Summary is the Summary of the Proposal or Plan or Detailed
Project Report stating name, address, Key persons, project detail, cost of
project, equity & loan requirement. This should be not more than one

page.

Check Your Progress 11.2

1.

Crop calendar is the schedule of cultural operation needed in crop
production with respect to time. Its advantages are:

a. Increases Soil Fertility
b. Increases Crop Yield

A marketing strategy is a long-term plan for achieving a company's goals
by understanding the needs of customers and creating a distinct and
sustainable competitive advantage. It encompasses everything from
determining who your customers are to deciding what channels you use
to reach those customers.

With a marketing strategy, you can define how your company positions
itself in the marketplace, the types of products you produce, the strategic
partners you make, and the type of advertising and promotion you
undertake.

Risk is the possibility of something bad happening. Risk involves
uncertainty about the effects/implications of an activity with respect to
something that humans value (such as health, well-being, wealth,
property or the environment), often focusing on negative, undesirable
consequences.Risks can be minimised in three ways:

a. Risk avoidance
b. Risk Mitigation

c. Risk Transfer



