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An Investment Conclave focusing on the potential of the

Arunachal Pradesh as Agri Food Processing Hub




Background

Food Processing and Agriculture in the North-East region of India consisting of the states of Arunachal |
Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim and Tripura can be distinguished from
agricultural sector in the rest of India in terms of its features, patterns and performance The North Eastern
Region, which covers nearly 8 per cent of the total area of the country with a relatively small population of
under 40 million, is endowed with bio-diversity, hydro potential, oil and gas, coal, and forest wealth.

The Government of India has taken various initiatives to boost growth in processing, marketing and exporting
of agricultural and plantation products in the north-east region.

North-East is truly a heaven for Private & Foreign Food Processing Companies because of factors like abundance

of raw materials, suitable climatic condition, bright export possibility, large number of incentives and facilities, and Large scale
expansion of tourism and hospitality Industry in the region. Agro-Processing in North-East can play a crucial role in strengthening
India's economic co-operation with her neighbours in South-East Asia. Given the potential of the sector in the region, there is a huge
scope for Private sector investment, and Corporate can drive significant economies of scale by actively engaging themselves in setting
up Agro-Processing infrastructure and marketing of finished products.

NER Agribusiness- Prospects and concerns:

Though the NER has a huge potential in agri business and food processing sector, yet the region suffers due to
insufficient infrastructure, entrepreneurship and business supporting institutions in the region. The major
problems faced by the NER agribusiness sector include lack of agri-infrastructural facilities along the food
value chain, weak capital base, lack of market access- domestic and international, limited flow of men and
material, inadequate technological interventions, excessive dependence on unpredictable and variable
rainfall, soil degradation, underdeveloped irrigation facility, absence of agro processing industries, poor post
harvest technology and facility etc. The region has immense potential due to the presence of a rich diversity
of climate, rich biodiversity, availability of numerous rivers etc, However, political instability and insurgency
are factors that deter sectoral investments in this region. The region has tremendous opportunities that can
be utilized through creation of agri infrastructural facilities with greater private sector participation ,
introduction of adequate agricultural technology, introduction of organic farming, provision for greater market
and credit access and consolidated focus on agro and food processing industry. Given below is a table that tries to summerise the
opportunities as well as the weaknesses that the region faces.

INVESTMENT OPPORTUNITIES AND POLICY SUPPORT

Even though the current state of agricultural and industrial growth in the NER paints a slightly dismal picture it
must be clearly understood that there is immense growth potential in this region. The rich soil; numerous
water resources, diverse agro-climatic conditions and topography make the NER a hot spot for a wide variety . 3
of agribusiness ventures. Horticulture, fisheries, sericulture, organic farming and plantations are just a
fewof the sectors that stand to gain immensely fromthe congenial conditions of the region.

In the "North East Industrial and Investment Promotion Policy (NEIPP)- 2007', which was
effective from 1.4.2007, the Government has provided a package of fiscal incentives and other
cancessions for the North East Region to stimulate the development of industries in the region.

All new units as well as existing units which go in for substantial expansion, unless otherwise

" specified, and which commence commercial production within the 10 year period from the date of
notification of NEIPP- 2007 in the region will be eligible for incentives for a period of ten years
from the date of commencement of commercial production. The NEI IPP, 2007 envisages the
following.
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Salient Features of North East Industrial and Investment Promotion Policy-2007

Area Key Features

Substantial Expansion Incentives will be given to units effecting “anincrease by not less than
25% in the value of fixed capital investment in plant and machinery
for the purpose of expansion of capacity/ modernization and
diversification’, as against an increase by 33.5 % which was
prescribed in NEIP-1997

100% Excise Duty exemption on finished preducts madein the North
Eastern Region

Excise Duty Exemption

IncomeTax Exemption
100% Income Tax exemption

@ Capital Investment Subsidy has been increased to 30% of the
investment in plant and machinery from 15% and the limit for
automatic approval of subsidy at this rate is Rs.1.5 crores per

Capital Investment Subsidy unit, as against Rs.30 lakhs as was available under NEIP- 1997.

@ Applicable to the private sector, joint sector, cooperative sector
as well as the units set up by the State Governments of the NER

@ (apital Investment Subsidy higher than Rs. 1.5 crore but upto a
maximum of Rs. 30 crores will be approved by an empowered
Committee and interest will be 3% on working capital loan.
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FReCesaEy @ Interest Subsidy @ 3% on working capital loan

Comprehensive Insurance ; ; g 2 ;
New industrial units as well as the existing units on their substantial

expansion will be eligible for reimbursement of 100% insurance
premium.

Transport Subsidy Scheme It would continue beyond 31st March, 2007 onthe

same terms and conditions as were available under  NEIP-1997.

Some major crops of Arunachal Pradesh are paddy, millet, wheat, pulses, potatoes, sugarcane, oilseeds, and maize. The
agriculture in Arunachal Pradesh also comprise of production of few endemic vegetables such as sweet potatoes,
brinjal, ginger, chillies, pumpkin, cucumber, and local cow pea. Fruit cultivation is also practiced in the agricultural sector
of Arunachal Pradesh. The fruits:that are cultivated include pineapple, apple, oranges, lemon, lichi, papaya, banana,
plum, guava, cherries, peachwalnut, and almond. Rice is the chief food crop in Arunachal Pradesh.

The rural belt of Arunachal Pradesh consists of 94 percent of the state's population form whom agriculture is the main ¢
occupation te earn their living. Arunachal Pradesh experiences varied agro-climactic conditions and smooth
topography which enables a great horticultural growth as well apart from food crops. Spices, aromatic and medical
plants, flowers, and mushroom are highly cultivated in the horticultural sector of Arunachal Pradesh agriculture.

The State Government is establishing one Food Park, which would include all modern failities like testing laboratories,
cold storage, pack house, ware house etc. thatare needed for food processing industries.

The State Government is constantly putting emphasis on the development of Agro and Food Processing Industries with the

specific objective of ensuring better returns to the farmers for their products as well as creating employment opportunities in the rural areas.

There is need for creating infrastructure with community participation for processing of fruits and vegetables and also for establishing a marketing
chain for fresh fruit itseff to other parts of the country.

Processing of perishable fruits like pineapple needs strong supply chain. Infrastructural faciiities for this purpose inthe form
of chain of cold storage, post-harvest storage facilities, cargo complex and facility of air freight of fresh fruits and vegetables
etc, will be developed.

The Government would also strive to create a world class supply-chain, to promote infrastructure, important for agre-
industrial development, to ensure close interface between research, extension and industry as well as farmers in agriculture
sector, providing assistance to small-scale agro based units to improve their competitiveness in global markets and
increasing exports of value added agriculture

Opportunities of Food Processing Industries in Arunachal Pradesh







