AGROCEL SERVICE CENTRE, MANDVI, KUTCH

Context

Agrocel even though a registered, for-profit company, has made it into a Livelihood Promoting Organization because of its unique design and philosophy. All the activities of Agrocel are driven by the twin motives of profitability and farmer service. And unlike other market led interventions, it does not receive subsidy or grant for its capacity building or farmer empowerment activities. Instead it has often implemented development activities for a fee, while helping the farmer with free guidance and education in using latest technology. It also provides them quality seeds, helps them take to organic farming; which provides a premium market, undertakes exports of certified products, absorbs risks and offers many other such services.

Introduction and Background

Agrocel Service Centre, referred to as “Agrocel”, is a division of Agrocel Industries Limited. Agrocel Industries earlier was Agrocel Pesticides Limited, a joint venture company of Excel Industries Limited and Gujarat Agro Industries Corporation Limited of the Government of Gujarat. The main objective of the company was to set up a bromine factory in the Kandla Free Trade Zone to produce pesticides formulation for export. Unfortunately, due to unforeseen circumstances the production could not commence. However the entity continued to exist, with the inception of the Agrocel Service Centre under the leadership of Hasmukhbhai Patel and Marine Chemical Factory in the year 1989-90 under the leadership of Manoj Gohil. In the changed circumstances the stake of the Shroff family that owns Excel industries grew to 89% and the company was renamed as Agrocel Industries Limited.

Historically too the Shroff family had a strong nationalist outlook, which is reflected in Excel Industries and group companies even today. The company revolves around the magnetic personality and philosophy of the late C.C.Shroff, founder of Excel and Kantisen Shroff more popularly known as “Kaka”. Much of the inspiration comes from Anandji Shroff; brother of “Kaka”, who was deeply influenced by the teachings of Swami Vivekanand and spent most of his life serving the Ramakrishna Mission.  Anandji’s ideal of “no riches for self, neither the heaven, but only unending service to society and mankind”, became the guiding principle for the Shroff family, more so for Kantisen Shroff, inspiring him to work ceaselessly for the people.

Vision- Greening of Kutch

“Kaka” describes the company as a  ‘corporate citizen’ with an obligation to contribute to the community.  His belief is that the skills of systematically mobilising and organising resources for a purpose should be made available to the society, which is sustaining us.  As “Kaka” hailed from Kutch, he wanted to give something back to the land of his origin. He had a vision of a verdant, prosperous Kutch by empowering and educating the people.

Setting up Agrocel Service Centres

“Kaka” together with the secretary, Government of Gujarat, came up with a formula, which could achieve a major breakthrough in farming. It was of providing the right kind of inputs, at the right time along with education on their use to the farmers. Towards this, the joint venture company agreed to start Agrocel with a small service centre at Koday Char Rasta, near Mandvi in Kutch in 1988. (Presently the centre caters to a farming community spread over an area of 20,000 hectares).

The centre was to provide all kinds of agro inputs at a reasonable cost along with free technical guidance under one roof to the farmers. Today it has grown to 15 centres in different parts of Gujarat, Orissa, Haryana and Uttaranchal.  It employs 52 persons and in addition has retained the services of many contractual staff, scientists and consultants who help in their extension services, design, technology etc. Agrocel also works in collaboration with NGOs, government, research and educational institutions to ensure an improved livelihood in the area. About 20,000 small and marginal farmers directly and indirectly have benefited from the services of Agrocel.  

Logistics of Setting up a Centre

Agrocel starts a new centre with minimum capital. To begin with it employs just one accountant and 1-2 field officers (one agriculture specialist and one social science specialist), and has few area specific activities. New activities are added as and when the need arises and which also help them earn revenues for their centres
. 

Examples: One centre in Rapar acted as commission agents for a NGO –“SEWA” in delivering their cattle feed among target customers, another centre purchased waste biscuits from Parle and converted them as cattle feed and supplied them to farmers. These activities are undertaken in lean periods to sustain and earn maximum revenue for the centres.   

The Agrocel team usually needs a working capital of Rs.60 lakhs throughout the season, which goes up to Rs.2 crores during the peak procurement period. Generally a new centre breaks even in the second year and starts earning profit from the third year. The Agrocel venture started with an initial capital of Rs.6 lakhs and has now grown up to Rs.1, 230 lakhs in 2003-04. The table below gives a fair idea of growth, the initial investment Agrocel does for a centre and its working capital requirements.

	Center Location
	Starting Year
	Initial Investment

(Rs. Lakhs)
	Sales

2000-01
	Working Capital

	KUTCH
	
	
	
	

	Koday
	1988
	6.00
	233.56
	20

	Rapar
	1990
	1.00
	60.35
	10

	Center Location
	Starting Year
	Initial Investment

(Rs. Lakhs)
	Sales

2000-01
	Working Capital

	Nani Khakar
	1996
	1.00
	19.97
	3

	Mundra
	1996
	1.00
	27.53
	3

	Kothara
	2000
	1.00
	15.65
	5

	Kukma
	2000
	2.00
	1.60
	2

	Nakhatrana
	2000
	1.00
	5.02
	1.5

	VADODRA
	
	
	
	

	Dabhoi
	2000
	1.50
	7.62
	1.67

	HARYANA
	
	
	
	

	Kaithal
	2000
	2.00
	2.39
	11


 Source: Internal document, 2000-01.

Activities of Agrocel

Agrocel undertakes a range of activities with service centre as their base unit. Agrocel in Gujarat is mainly working for organic cotton and groundnuts; a centre in Haryana is mainly for Basmati rice, a centre in J & K is for walnut, and one centre in Maharashtra is for cashew nut. The other centre in Maharashtra works on a special project on soil reclamation in Sangli district with a NGO “REWARD”. It gets financial assistance from the Government of Maharashtra. 

Agrocel offers advice and services in the following areas: 

Crop Improvement

· Supply seeds of improved varieties and hybrids

· Organise seed promotion programmes for companies

· Organising crop production for national and international buyers, administration, testing and documentation of organic fair trade certification.

· Organise farmer’s crop and agri-service loans (presently from ICICI). 

· Value addition to farm produce –e.g., Garments like T-shits, Yoga wear etc.

· Integrated Crop Management (ICM) and organic farming

Land and Water Management

· Drip irrigation systems 

· Soil structure and fertility management

· Soil reclamation- for salinity or acidity 

Nutrient Management

· Crops and cropping systems

· Soil and water testing

· Use of organic manures

· Proper and balanced use of fertilisers

Pest and Disease Management

· Identification of pests and diseases

· Forecasting of pest and disease problems

· Prevention ad cure of pests and diseases

· Proper and rationale use of bio-pesticides and chemical pesticides

· Use of Integrated Pest Management (IPM) and Integrated Crop Management  (ICM) technologies

General

· Repairs and maintenance of bore wells, electric motors, and pumps by promoting local entrepreneurs as independent profit centres

· Artificial insemination for cattle breeding in association with BAIF

· Helping farmers to avail government schemes, subsidies, crop insurance, schemes of other NGO’s /donors etc. by acting as an intermediary

· Organising farers education tours

· Neem oil extraction –job work being done for individual farmers

· Service centres act as an information centre for farmers

· Marketing and exporting quality produce to other countries as per demand

The list of activities points out that unlike the activities of a purely for-profit-company, many of Agrocel’s activities do not generate revenue and are largely for helping the poor farmers compete in the open market. This differentiates its market-led livelihood interventions from various other marketing efforts. It should be noted that the assumption in providing some of these services without cost is that by helping to establish profitable enterprises, it will later get opportunities for furthering business in other services offered by Agrocel that are charged.

Capacity Building

The capacity building activities in the area were started well before the first centre was established. After studying and understanding the development needs of the people, “Kaka” set up a not-for-profit research and training institute in the year 1978, in the name of Vivekanand Research and Training Institute (VRTI) in Mandvi, Kutch.  The mission of VRTI was to undertake research and train farmers to improve their livelihoods with programmes in water management, water harvesting, education, employment generation and animal husbandry.  Soon four other sister organisations, Srujan, Krishi Vigyan Kendra, Mundra, Gramodyog Society and Agrocel Service Centre joined in. Each organisation was engaged in a different set of activities, with a common goal of bringing prosperity to the people of Kutch. However VRTI realised that along with irrigation the farmers also needed good agricultural inputs and extension services. 

To bring in maximum economic and environmental benefits to the farmers and their resources, Agrocel introduced Integrated Crop Management Practices (ICMP) to capture the niche organic products market. Agrocel is now working with more then 4,000 farmers producing organic cotton, sesame, Basmati rice, mustard, wheat, jaggery and raw sugar.   Agrocel also supplies cloth and organic foods to the fair trade channel, Mark and Spencer, U.K etc. and is the largest producers of organic sesame in the world.

Agrocel follows a holistic approach to development of farmers through financial tie up with banks, livelihood promotion services by identification of niche market, productivity enhancement, value addition, reduction of cost, mitigation of risk through a buy back policy at a premium price, institutional development services, providing training in ICM, IPM and such other are added services. It also does market linkage and brand building for organic food and cotton. By helping farmers with improved production technology Agrocel brought better agronomic practices as well as procurement of better inputs to their doorsteps. However, none of the activities of Agrocel seem to be focusing consciously on either educating or involving women in the training.

All these tasks performed by Agrocel (which a purely commercial organisation would not have undertaken) do not generate revenue by themselves and need to be funded through patient capital or with other forms of grant support.  Agrocel however while giving advice and help to farmers free of cost, charges a nominal fee for its other support services to make the intervention self-sustaining and not dependent on outside funding or subsidy. 

Agrocel’s Marketing Intervention

Agrocel’s marketing intervention starts with setting up agriculture extension service and thereby developing relationship with the farming community. Agrocel’s extension and other services have helped them earn farming community’s goodwill by selling them good quality seeds, fertilizers, pesticides and agri-implements. While providing extension and input services, Agrocel guides farmers on proper crop management practices. Agrocel adds value to the crop produce by processing and /or packaging and helps market these products nationally and internationally. To cover a large number of farmers, Agrocel offers a wide range of products to the buyers, other than organic products.  The main focus is however organic cotton and food, including dry fruits. The table below gives a distribution of Agrocel Products in Conventional, Fair Trade and Organic Channels.

	Fair Trade, Conventional
	Fair Trade, Organic Certified

	Cotton: fibre, yarn, fabric, clothing, designer cloth
	Cotton: fibre, yarn, fabric, clothing, designer cloth

	Khadi
	

	Rice
	

	Basmati
	Basmati

	Groundnuts
	Groundnuts

	Sesame
	

	Cashewnuts
	

	Raisi
	

	Raw sugar
	

	Wheat
	

	Flour
	

	Mustard: black, yellow and brown
	Mustard: black, yellow and brown

	Gram: green, brown
	


Agrocel also helps farmers access credit by linking them with commercial banks (like the ICICI) or get subsidy from government scheme (like in drip irrigation) for their input purchase.  This intervention contributes to about 50% of Agrocel’s turnover. Typical percentage contribution of input sales in a centre Mundra is: Sales of fertiliser –50%, Seeds-20%, Pesticides-17%, Agri-implements (drip, sprayers etc.) –9%, Bio fertilizers-3%, and rest through sale of oil mills, neem naturals, etc. The output marketing (especially all exports) is done mainly from the Agrocel head office at Koday. So the sale of   Koday centre is higher then the other centres.

Large Domestic Market

Though Agrocel was able to get better price from exports, 75% of the output sales still come from the domestic market, which is through whole sellers and other exporters. The contribution of output marketing of Agrocel shows: cotton-20%, rice-10%, and sesame-40%, cashew nut–4%, walnut-4% and rest others. Certain percentage of organic cotton, cashew nut and walnut is mainly exported through the fair trade channel and rest is sold in the domestic market.

The marketing intervention by Agrocel can be said to be multi-dimensional, it has built collaborative linkages with both input suppliers and buyers of produces from the villages. They have also built linkages with variety of other agencies working in the rural areas, which include other NGOs and development agencies, producers and sellers of other consumer goods required by their customer groups.

Agrocel Financials

The Agrocel team comprising of Hasmukhbhai Patel, Sailesh bhai Patel, Kamalbhai and many others whose entrepreneurial ability and commitment to farming community has seen Agrocel service division raise its turnover in agri business from around Rs.18 lakhs in 1988 to Rs.374 lakhs in 2000-01, to a whopping Rs.12.3crores in 2003-04, with a revenue surplus of Rs.80 lakhs. The growth of the service division in the last three years can be seen from the table given below.

	Financial Year
	2001-02
	2002-03
	2003-04

	Turnover (in crores)
	6.01
	7.61
	12.30

	No of Employees on rolls 
	40
	45
	52


(Source: Agrocel Service Centre: company profile)

About 80%of this turnover comes from input and output marketing. The services that they offer to the farmers contribute the rest. Agrocel has over 60 output customers including the fair trade channel. These include national and international companies such as:

· Bheda Brothers, Mumbai

· Mahesh Agri, Mumbai

· Maral Overseas Ltd., Indore

· Tradecraft Plc., UK

· Oxfam, Belgium

· Vericott Limited

· Mark and Spencer, U.K

Factors Contributing to Organisational Success

Entrepreneurial Character 

 Agrocel team is encouraged to be creative and to look out for opportunities that can be converted into a profitable business. Agrocel has always entered a new location with a special programme (in Sangli, Maharastra it was for soil reclamation work; in Orissa, it was cyclone relief and rehabilitation programme, etc) and then built around them activities suitable to the local farmers. Agrocel team is geared to look for opportunity, which is beneficial to the farmer as well as generate revenue for the centre without help from external source. 

Sharing Knowledge

Lots of new ideas and cross learning takes place during the monthly meetings when all centre heads meet and share their work and ideas. It is also in these forums that they agree to sell produce of one centre to other centres; e.g. they sell Basmati rice purchased in Haryana centres in their other centres and vice versa.

Agrocel staff takes up new jobs during off-season. They usually start an activity as a team and having mastered it, they hand it over to some local entrepreneur on contractual terms, or one of the employee takes care of the whole enterprise during spare time using casual labour. Payment to labour is made on per unit basis e.g.- Govar Vapar, etc.

Pragmatic Hiring

Agrocel management is quite pragmatic in hiring; they emphasise on ability rather then on formal qualifications.   They prefer recruiting local people who are aware of the local culture and have empathy for those with whom they work. They prefer people who have got the right attitude and the ability to use what they know.

Inculcating Values

Agrocel management gives great importance to orientation and induction of new comers to the organisation. A Fresher is trained under an employee for more than six months where he /she observes and learns his /her job from the seniors.  It is during this time an employee begins to appreciate the organisation culture. The most striking feature was the filtering down of the value system from “Kaka” down to a labour working in a neem oil factory. It was interesting to see every employee’s commitment to serve the farmer, and at the same timework to keep the bottom-line healthy. All employees shared the view that “profit is the by-product of our services”. 

This value for service, commitment, and high standards of performance was passed on to them by “Kaka” himself. “Kaka” made it a point to meet and share meals with every new comer and educate him in the organisation’s values and commitment to service over a meal.  Kantisen, “Kaka” too emphasized the importance of good management and preferred the term “mothering” to “mentoring.” He pointed out that his mother had been great source of inspiration and had a deep influence on her children. She held them to high standards of performance and responsibility. Similarly, “Kaka” too tries his best to pass on these values to his staff. It is reflected in the openness with which all levels of staff talk to people and are eager to provide information and to clarify doubts. Commenting on this unique feature in his organisation, “Kaka” said, “why should we hide, we want to share our work and give it to others with blessings”. Staff also exhibited a strong commitment to the organization, the clients, their own learning and an entrepreneurial spirit. 

Decentralization

Institutionally, there seemed a strong commitment to decentralization and non-hierarchical management structures. There was practically no hierarchy among the owner, professional, worker or mazdoor. Every one worked hand in hand, neither status symbols nor the frills of modern management attracted them. The common focus was on the challenge in hand and every one enjoyed contributing to the same. 

Multi-tasking

The employees revealed that though every one was assigned a specific task, all were trained in multi- tasking and undertook any job that required to be done to fulfil the organisation objectives.

Homely Work Environment

Another striking feature was the homely environment in the Agrocel office.  “Kaka” believed in making the office an extension of home so that employees get a feeling of togetherness. Agrocel valued people in organisation.  To encourage this homely environment all employees shared lunch on the Agrocel premises. 

Man-making

Another thing unique to Agrocel was the art of man-making. Some describe it as making men out of zeros. Kaka says man making is possible only when you give them due respect. This is possible when the divine dimension of man is acknowledged and his abilities are identified and nurtured while not picking on his disability.

For instance Hasmukhbhai Patel was just a farm supervisor when he joined and is now the general manager of Agrocel. Staff of Agrocel says that, “Kaka” sees positive traits in every person and he gives everyone many opportunities. Working for him, people say is a delight. He never misses to appreciate a job well done. 

Historically, Excel encouraged 500 young people to set up industries and supported them in the effort. Kantisenbhai calls it “social partnership” rather than “social entrepreneurship”.

Minimum Attrition

Due to encouragement and a chance to grow, attrition rate at Agrocel is minimal. Senior managers have been with the organization for a long time. They were brimming with ideas for managing the organization, for serving clients better and improving Agrocel’s bottom line. They have organizational information at their fingertips, are knowledgeable about their business and keen to learn more as they explore other enterprises for output marketing.

Networking With Other Agencies 

Agrocel recognises the fact that, though they have made an impact on the livelihoods of a large number of farmers, it could not have been done on their own. They needed other agencies to complement their work. Agrocel besides intervening at various points in the sub sector, has made linkages with other NGO’s like VRTI, which help the farmers in water harvesting and other techniques for assured irrigation for the crops, with specialised input from companies like Excel, Bayers, Netafim. The credit needs of farmers are meet by linking the farmers with banks like ICICI. The output like cotton is ginned washed and spun at specialised mills (not part of Agrocel) Similarly organisations like Srujan, who specialise in handicrafts, are brought in to make designer clothes. Agrocel also uses the services of research organisations, which makes its intervention in livelihoods effective. 

COLLABORATIVE POLYGON OF AGROCEL
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Risk Mitigation Strategy

Keeping Agrocel Service Division and the Marine Chemicals Division under the Agrocel Industries Limited is strategic, one division acts as a back up, when the other division makes a loss. When there is a good rains, the profits of Agrocel Service division go up and the marine division does not fair well, and vice versa.  For instance when the marine division made a loss, dividend was given from the Agrocel service division account and vice versa. 

Impact of Interventions on Farmers and Market 

· Agrocel has been able to reduce the cost of inputs, huge expenditure on chemical fertiliser and pesticides by providing inputs at a fair price and adoption of IPM and ICM techniques.

· Agrocel provides free skill training, and education in improved agriculture, which has helped the farmers increase their productivity and quality, and thereby get a better price. 

· Agrocel’s efforts to link the farmers with credit institutions like ICICI and its assurance of buyback of the fair trade food crops at a premium price and introduction of organic cotton has encouraged farmers to go in for more acreage of crops, which means more number of days of employment and at the same time reduction in price fluctuation.

· Agrocel directly provides all these services to more then 4,000 farmers, besides making available limited services to more then 20,000 farmers every year.

· Agrocel’s effort has made the farmers aware of the advantage of organic farming and protecting it from turning into a wasteland. Also it has made the customers aware of the advantage of organic cotton and organic food by building a strong brand. Customers and farmers both are realising the importance of growing and consuming organic products, which is environmental friendly.

Thus Agrocel is helping the farmers economically by providing gainful employment with dignity, and at the same time ensuring sustainability of the assets and returns from the markets. 

Cotton Intervention

The above sections have discussed the broad countours of Agrocel operations, finance and impact. This section provides an in-depth look at the cotton intervention to get an understanding of the processes followed.

Agrocel initially entered the organic and fair trade activities in 1998 through a project titled ‘Straight from the Cotton Fields’. The project was a collaborative venture with Vericott Limited, a company based in UK. It was part of a larger program sponsored by MdM Oxfam and Oxfam Solidarity of Belgium to improve returns to cotton producers by reducing the role of intermediaries in cotton apparel production.  The project was started with a group of 38 ethical farmers and has now grown to 1200. These farmers were trained in Integrated Crop Management Practise (ICMP) and in organic farming. During the growing season, field officers of Agrocel provided guidance at the farmer’s doorstep. 

To capture the international markets, farmers for example were advised to grow cotton in the fields following ICM and /or organic practices. Agrocel works on Integrated Crop Management (ICM) and Integrated Pest Management (IPM) practices with a pre-identified group of farmers (at present about 4,000 in its 15 locations) with crops like organic cotton (branded and registered as Agrocel cotton), sesame, and basmati rice. The raw cotton is purchased from the farmers at a fair price (usually 8% more then the market price of cotton) to give them a stable income and protect them from price fluctuations in the international commodity market. It liases with the organic certification agencies on behalf of the farmer and undertakes exports of the certified organic produce. It absorbs the risks arising out of the complexities of export (such as risk of rejection and fluctuating foreign exchange rates) and hence charges a margin on the prices received by the farmers.  

After purchase, the cotton is ginned, spun, knitted and fabric stitched into T-Shirts. The first consignment of T-Shirts was sold through the fair trade cannel to OXFAM, Belgium and it turned out to be a success. Since then Agrocel has been consciously making efforts to gain their market share in the fair trade channel. Agrocel is now exporting fabrics, yarn and other garments on order. It has established a market chain nationally and internationally through the fair trade channel. 

Much of the credit of Agrocel’s intervention in organic products goes to Abigail Garner of Traidcraft plc who came to India and stayed over for 18 months (1997-1999) to train Agrocel team in different areas of cotton processing. During this period, Thomas Petit, a Frenchman having expertise in textile production joined her. 

Initially Agrocel faced major problem in fabric washing, which used chemicals for bleaching or dying.  Garner and Petit designed a new eco-friendly washing unit, which used only hot water and no chemicals. The water obtained after washing was eco-friendly as it contained only natural wax and could be used for irrigation purpose. This was practiced in the Agrocel demonstration plots. This unit is the only one of its kind in India. 

Garner and Petit left India in 1999 and are selling organic cotton T-shirts, and have set up a company named as Vericott India limited in UK to market its cotton products/brand. Agrocel cotton is branded and sold under the brand of “Farmers art” in U.K. Agrocel also obtained organic certification for its products to be sold under the fair trade channel by IRFT, Mumbai.

Business Management Practices

Procurement Price

The cotton thus grown is then procured from the farmer who gets 8% more over the prevailing market price. The procurement price is fixed based on the market feedback (from mandis + farmers on the price other traders are buying their produce and then add 8% on the agreed price).  

But, before purchasing, Agrocel team does a rigorous exercise to project their sales for the coming year (based on orders + present customers + likely new customers + projections based on last year sales) and then calculates the number of acres required to be serviced to fulfil this demand, which is then distributed among the different service centres and farmers. Agrocel follows an open fair trade standard with all the farmers they work with, which is monitored from time to time
. 
Transparency

As a fair trade organization, Agrocel provides services to the farmers in the entire value chain and ensures that fair trade standards are followed at each stage. Agrocel besides publishing its financial audits also undertakes social audits and appoints third party monitor to check their fair trade standards (like SGS, Geochem, SKAL, IRFT etc). This helps Agrocel to continuously reflect and improve. 

The certification and inspection partners for different products is given in the table below:

	Name of Partner
	Product

	SGS
	Basmati, Cashew, Walnut

	Geochem
	Neem Cake

	SKAL
	All food crops and cotton products

	IRFT
	Fair trade monitoring and social audit.


The ginning unit (Raghukul ginning mill) where ginning of organic cotton done is approved by the Ahmedabad Textile Industries Research Association. Another mill, Arunoday, a high quality and organic certified mill is also involved. The value chain of organic cotton sub-sector in Kutch is illustrated in the Diagram 1.

Livelihood Promoting Organisation  (LPO)

We can see that Agrocel though being a for profit company, is focused on promoting livelihoods along the agricultural sector with a sub sector focus on organic cotton, and organic food (groundnut, mustard etc.), and covers the value chain from inputs for primary production to output market in the fair trade channel. Agrocel as a  LPO is looking at all facets required to promote a large number of livelihoods along a sub sector, and is passing on a large portion of the value addition to the primary producers. Agrocel is concentrating on the market demand condition, infrastructure, credit/capital, and technology/knowledge /research, skill up gradation of farmers, and influencing the policy and regulatory framework in favour of the cotton growers through IRFT, etc.  

Diagram 1: VALUE CHAIN ACROSS THE ORGANIC COTTON MARKET:
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Conclusion and Learnings

It is clear that agriculture will continue to be the most important source of livelihood for the rural poor. It is also clear that with increasing population and consequent pressure on land, farmers have to manage their resources judiciously, to give them high returns as well as protect the future generations. Therefore adopting modern agricultural practices is inevitable and which needs educating the farmers in scientific practices. 

The role of Agrocel seems clearly in line with this requirement; they are acting as a private extension services agency, educating the farmers to use their resources judiciously. It is important that the farmers get all their inputs, education and can sell outputs under one roof; this reduces their risk and transaction cost. Numerous studies have shown that the market is usually not farmer friendly; therefore it is important that the farmers get an assured return for their produce. Agrocel by educating the farmers to grow organic products is helping the farmer get a better return on his produce, as it is a niche market where people are willing to pay premium prices.

The unique feature of Agrocel is its commitment to work for “progressive, regenerative and yet sustainable agriculture for mutual benefit of the company as well as the farmer. Agrocel servers the small farmers at the same time generating profit to keep the operations profitable without any external funding. Their service is based on the philosophy and culture “profit is the by-product of our services”.

Agrocel has adopted a holistic livelihood model (The Livelihood Triad), and unlike other organisations, has also been able to generate sufficient profits due to its sound management practices, making the programme sustainable and not donor driven. The Agrocel model has a large livelihood implication in our country where 60% of the population is dependent on agriculture with poor or no extension service. Agrocel has selected the difficult route to make its unit sustainable by developing multi skills among employees, reducing wasteful expenses, yet making the employees feel committed to the mission. 

We need thousands of Agrocel service centres in our country, which can take our economy forward in a sustainable manner.
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Annexure II

Agrocel Fair-trade

Open Standards

Agrocel Industries Ltd mission is to serve the farming community by providing high quality agricultural inputs and guidance all under one roof. Plus a fair price, technical guidance and agricultural output marketing with value addition are the other services thrown in.

Small-scale Indian farmers monitored by Agrocel Industries Service Centre cultivate Agrocel fibre

With Agrocel support, the farmers have implemented environmentally sound agricultural practices, which as well as improving the quality of life of the producers has led to the production of organically certified cotton.

Agrocel offers a range of high quality fair trade and/or organic cotton and its products like yarn, fabric and garments.

SOCIAL DEVELOPMENT

Understanding the local culture
Agrocel respects the local culture and context, it has been able to develop a system of working with small-scale  farmers that has had a positive impact on them. Agrocel has developed long term partnership with the farmers by offering high quality services and inputs at a fair price.
Agrocel offers producers a price that covers the cost of production, but beyond this, aims to work with farmers towards reducing costs of production through appropriate & indigenous technologies and thereby increasing profits for the farmers. Agrocel offers fair trade and organic premiums .
Agrocel facilitates long term planning through offering high quality market information

Agrocel supports the cultivation of multiple crops, keeping in mind the vagaries of nature, so that farmers have sustainable livelihood options.

Participation and transparency

The majority of farmers that Agrocel works with are small producers providing more than 90% of the total production of Agrocel® cotton. Small farmers defined as size of the farm being up to 17.5 acres.
Many farmers have a partnership with 3 or 4 sharecroppers to work on the farms and share the proceeds of yields. Agrocel maintains accurate records and has a transparent administration, which enables information sharing with farmers, and an effective control by its board. This, in turn guarantees the maximum social and economic benefits to the cotton farmers. 
Agrocel have published social accounts supported by international Resources for Fairer Trade in 1997, which are available on request.  A second round of social accounts are in process at the moment.

Agrocel holds general meetings with all the cotton farmers at least twice a year to agree terms of trade and premiums.

Annual Accounts are available to the farmers and are available more widely on request 

Agrocel recognises that clear communication is the key to maintaining long-term partnership with the farmers. Agrocel and the farmers share information at the Agrocel service centre, through interaction, training and through regular visits to farms.

Non- discrimination 

Agrocel follows ILO convention 111 on ending discrimination of workers. The convention rejects any distinction, exclusion or preference made on the basis of race, colour, sex religion political opinion, national extraction or social origin, which has the effect of nullifying or impairing the equality of opportunity or treatment in employment or occupation (Article 1).

To guarantee the above :

· Agrocel verifies this through their social accounts 

· Agrocel promotes its services to all small farmers without discrimination. 

Agrocel also supports the following local development projects :

· Technical field service to farmers. Agricultural inputs under one roof at a reasonable price, of a good quality and timely supply. 

· Support for agricultural commodities marketing with value addition for export and domestic markets. 

· Export of agricultural commodities to European Fairtrade Organisation. 

· Agricultural research and development, demonstration and training.

· Water management through drip and sprinkler irrigation and water harvesting programme with VRTI, a local NGO. 

· Mini oil mill for neem oil and oil cakes for organic farming.

· Organic manure from cow dung and agricultural waste with Suthri Panjarpol, a local NGO . 

· Provide technical guidance, inputs to various government departments.

· Social support to people affected by natural disasters (Earthquake, cyclone etc.)

· Saline Soil Reclamation Programme in Maharashtra.

Also all government schemes for agricultural development are routed through Agrocel Service Centres wherever they exist.

ECONOMIC DEVELOPMENT

Training 

Agrocel encourages farmers to make annual business plans, cash flow predictions and longer-term strategic plans. This helps the farmers reduce their expenditure on agricultural inputs

Agrocel provides free training. The training covers areas such as:
· Seed management - selection of most suitable GM Free variety of cotton 

· Soil management - increasing soil fertility, moisture holding capacity, as well as micro- organisms by sowing green manuring crops between 2 crops

· Water management - promotion of drip irrigation systems which, besides saving more than 60 % of water, it also improves the quality of the crop and also limits reproduction of harmful insects.
· Nutrient management - With the use of portable soil analyst kits, Agrocel field officers are able to identify the exact nutrient requirements so that farms make best use of organic manure.

· Pest management - The field is a bug eat bug world, in which a "natural enemy complex" of predator and parasite insects keep pests in check. Agrocel field officers with the farmers monitor the insect population in order to calculate the ETL (Economic Threshold Level) and based on that information prescribes the use of organic or natural pesticides.

Agrocel keep full records of the above, as well as data of production and quality of cotton. Those documents can then be used by any certification agency.

Market transparency

Agrocel recognises the need to enhance the farmers’ position in the marketplace both locally and for export markets

Agrocel offers technical services in cotton to the farmers to improve the quality and therefore marketability of the cotton

Agrocel has a transparent purchasing policy. Seasonal meetings with farmers are arranged to fix the price on par with current market rates, based on which a premium is paid. This process clearly indicates the breakdown of the price to the eventual buyer.

Agrocel has developed market knowledge in response to the farmers’ need to know where the cotton is going in order to influence the price they are paid.

Agrocel has set up a cotton bank in order to:
· Support the sale of cotton at the optimum price.
· Take advantage of the varieties and qualities of cottons produced by the cotton farmers. 

· To enable export if appropriate …… 
Agrocel provides forecast for cotton requirements, enabling farmers to plan their production effectively.

Agrocel keeps accurate trading records, which enable transparency; farmers share those records in order to increase effectiveness of production.

Farmers are not obliged to sell their cotton to Agrocel

Where possible, Agrocel supports the marketing of organic products other than cotton that come from the farms that are certified organic.

Agrocel has established partnership with an UK Company in order to 

· Access textile markets and develop new products. 

· Obtain market information.

· Achieve the shortest possible supply chain for cotton, in order to deliver maximum benefit to the cotton farmers.
· Ensure the most ethical and environmentally safe supply chains to serve our customers.

Fair trade premium

Agrocel based on the current market price the premium ranges from 5-10 % on the seed cotton. 

Agrocel is transparent and flexible about the way it administrates and manages the fair trade premium. By paying better prices for product that is of better quality, as well as providing training, Agrocel is stimulating improvements in production, leading to the strengthening of the farmers’ economic position.

Agrocel also trains and employs some of the local farmers to become Agrocel field officers in order to:

· Ensure that the training and guidance offered is in line with what farmers’ need.
· That it is delivered in a form that is appropriate for the farmers.
· Maximise opportunities for Agrocel to receive accurate feedback from their farmers.
ENVIROMENTAL DEVELOPMENT
Organic practices
Agrocel encourages the cotton farmers to implement organic farming principles.  This is with the aim of establishing a balance between environment protection and business results Through an ongoing monitoring of economic and environmental parameters, an integrated cultivation and protection plan is devised and continuously being adapted.

Marketing support

Agrocel supports farmers in the process of converting to organic cultivation, and helps them find markets for all other products on these farms.

STANDARDS ON LABOUR CONDITIONS

Agrocel ensures that the conditions laid out below are complied within the organisation

· Farmers are clearly informed in the course of training and visits about these standards. 

· They are aware that breaches of these standards would mean Agrocel could not buy their cotton until the standards had been improved.

· Farmers are also informed about the standards through brochures mentioning the agronomic practices. 

Agrocel ensures farmer compliance with these standards through regular visits by field officers, some of which are unscheduled. 

Forced labour and child labour
Agrocel follows ILO Conventions 29, 105 and 138 on child labour and forced labour. Forced or bonded labour is prohibited and ensured.
· Children may only work if their education is not jeopardised. If children work, they must not execute tasks, which are especially hazardous for them due to their age. 

· Forced labour, including bonded or involuntary prison labour does not occur.

· Abuse of child labour is not allowed.

· Working does not jeopardise schooling.

· The minimum age of admission to any type of work which by its nature or the circumstances under which it is carried out, is likely to jeopardise the health, safety or morals of young people, shall not be less than 18 years.

· Employment is not conditioned by employment of the spouse. Spouses have the right to off-farm employment.

Freedom of association & collective bargaining

Agrocel follows ILO Conventions 87 and 98 on freedom of association and collective bargaining. 
· Workers and employers shall have the right to establish and to join organisations of their own choosing, and to draw up their constitutions and rules, to elect their representatives and to formulate their programmes. 
· Workers shall enjoy adequate protection against acts of anti-union discrimination in respect of their employment.

· Agrocel recognises in writing the right of all employees to join an independent trade union, free of interference of the employer, the right to establish and join federations, and the right to collective bargaining.

· The organisation allows trade union organisers to meet all the workers, and allows workers to hold meetings and organise themselves without the interference of the management.

Conditions of employment

Agrocel promotes the ILO Plantation Convention 110, ILO Conventions 100 on equal remuneration and 111 on discrimination. 
· All employees must work under fair conditions of employment. 
· The producer organisation must pay wages in line with or exceeding national laws and agreements on minimum wages or the regional average.  

· Salaries are in line with or exceeding regional average and official minimum wages for similar occupations. 

· Payments are made regularly and in legal tender and properly documented.

· Other conditions of employment like maternity leave, social security provisions, non-monetary benefits, etc. are followed.

· All workers are employed under legally binding labour contracts. 

· The organisation works towards all permanent workers having the benefits of a provident fund or pension scheme.

· An adequate sick leave regulation is put in place.

· A working hours and overtime regulation is put in place.

· Salaries are gradually increased to levels above the regional average and official minimum.

· Differences in the conditions of employment for casual, seasonal and permanent workers are progressively diminished.

Occupational health & safety

Agrocel follows ILO Convention 155 which aims “to prevent accidents and injury to health arising out of, linked with or occurring in the course of work, by minimising, so far as is reasonably practicable, the causes of hazards inherent in the working environment.” 

· Workplaces, machinery and equipment are safe and without risk to health.

· Among the workers’ representatives, a person must be nominated who can be consulted and who can address health and safety issues with the organisation.

· Those handling agrochemicals are adequately trained in storage, application and disposal of these. They are  informed of all relevant information on the product they are handling . This information is provided in the local language.

· Adequate personal protective equipment of good quality is available and appropriate, especially for the use of agrochemicals. Workers have access to this.

· The following persons are not allowed to work with the application of pesticides: persons younger than 18 years, pregnant or nursing women, persons with incapacitated mental conditions; persons with chronic, hepatic or renal diseases, and persons with diseases in the respiratory ways.  This information is provided to farmers and workers in the area

· workers’ capability and awareness of the chemicals they are using, relevant health protection and first aid is improved through training.

· Collective risk assessments are carried out regularly.
Co-ops





Private Traders





AGROCEL





F	A	R	M	E	R	S





Small Traders





Centre In charge





Com.


Agents








Board Of Directors





G.M





 Agents of Processor





Private Traders





Raghukul





Arunodaya




















A


G


R


O


C


E


L





Private Traders





Srujan/other factory





Designers








AGROCEL





Other Exporters








� Case study prepared jointly by Rekha Mehra, Dr. Sankar Datta and Mihir Sahana as a part of the LLG activities of ISLP, BASIX, Hyderabad. Financial support by the Ford Foundation is gratefully acknowledged. This Case study is prepared to serve as a basis of discussion on diverse issues and dimensions connected with the task of using market access for promoting livelihoods.  


� See Annex I for the organisation structure.   





�  For details on the Open Standards of Fair Trade see Annexure II.
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