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More crop per drop

Jain Irrigation Systems has weathered the financial
setbacks that had once loomed large and has emerged
more vitalised after a restructure to take on the future

ends - are made of. A young

farmer, whose forefathers had in
1887 migrated from arid Rajasthan to
a rain-starved corner of Maharashtra,
becomes the first in his family of cot-
ton and vegetable cultivators to gain
an education, borrows Rs7,000 of
accumulated savings of three genera-
tions as capital to start vending
kerosene on pushcarts, and within 40
years evolves this vocation into a
diversified enterprise that boasts a
turnover of Rs347.51 crore,

What's more, 65-year-old Bhavar-
lal H. Jain now has four capable sons
who are charting spectacular growth
plans for their listed company. Jain
says his company is aspiring to a
turnover of Rs1,000 crore over the
next four years. Five heart attacks, two
bypasses, one angioplasty and recent
hospitalisation for observation have
not shaken his commitment, as he
affirms, "I emerge reinvigorated after
every such setback.” Every morning
he walks around his complex, con-
sulting with his employees he calls
"associates”, and then works at his
office as the life-long chairman of his
enterprise. In turn, his employees
refer to him as “Bhau”, meaning
brother in Marathi.

With over 2,600 “associates”
worldwide, 80 per cent of them locals,
Jain lrrigation Systems Ltd (nsy),
headquartered in Jalgaon in north
Maharashtra, has established its lead-
ership in such diverse spheres like
micro- and sprinkler-irrigation sys-
tems and polyvinyl chloride (rvc)
and polycarbonate (rc) pipes and
sheets. In addition, it deals in agro-
inputs like seeds, bio-fertilisers and
tissue culture, agro-processed prod-
ucts like fruit purees and pulps, dehy-
drated onions and vegetables, and
solar water heaters. “There is a strong
synergy amongst all our products
which are essentially environment-

It is the stuff that dreams - and leg-

friendly and find application at all
levels in agriculture,” remarks Jain.

A series of financial debacles from
1996-97, however, eventually com-
pelled the Jains to cede their majority
equity holding to an overseas fund in
a debt restructuring pact entered into
on 20 August 2002 with a lock-in
period till 31 March 2005, “Whatever
could go wrong, went wrong,” recalls
38-year-old managing director Anil

v el

™y Ao LA
Bhavarlal Jain is convinced the

Jain of those bleak years. “Between
1994 and 1996, we ended up, as with
many other business houses then,
committing to 12 different projects
that were partly expansion, partly
related diversification and partly
unrelated diversification.” The com-
pany eventually got snared in a debt
trap, as the capital market crashed and
interest rates went up, and it had to
borrow from the private market as
banks declined to lend.

Specifying that the accord with
Aqua retains managerial control with
the promoters, Anil Jain says, “It was
while our company was in the process
of converting some of its loans to
long-term investments and getting
some penalties waived that it was
approached in April 2001 by Aqua

future is bright as the problems get sunmounted
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Equity share capital
. Preference share capital

International Partners L.P. of San
Francisco.” Negotiations and due dili-
gence became protracted owing to the
11 September 2001 terrorist attack on
the US and the border impasse with
Pakistan, he mentions.

Its agreement with the strategic
investor entailed nsL making prefer-
ential allotment of 2.37 crore equity
shares of Rs10 each to Aqua at Rs77.37
per share, that is, a total investment of
Rs183.37 crore, or $40 million by the
then exchange rate. Aqua thereby
wrested an equity holding of 49.4 per
cent on the expanded equity base of
Rs47.62 crore, the move whittling
down the promoters’ stake of the
Jains from 72.27 to 35.6 per cent on
the currgnt equity base of Rs22.79
crore, These issue proceeds are being
leveraged by jis. to repay its creditors
and redeem existing secured and
unsecured debt in the form of non-
convertible debentures and cumula-
tive redeemable preference shares
issued under the debt restructuring
scheme, as also to use the balance
funds as long-term working capital.
With the theme of water and water-
related activities, Aqua’s primary
interest in J15L stems from what it sees
is the global potential in drip irriga-
tion and JisL's ability to emerge as a
global leader. Like in all Venture
Funding agreements, the Jains may
well regain equity control by exercis-
ing the buy back option any time after
31 March 2005.

While the agreement resulted in
Bhavarlal Jain's being anointed chair-
man for life, Ashok Jain, his eldest son

*Estimated. Current market price on B5E (16/5/ 2003)= Rs 50/-
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who is 40, was redesignated from vice-
chairman to president. A member of
the §12-billion Texas Pacific group,
Agua is a $325 million fund estab-
lished in 1997, with support from the
US Overseas Private Investment Corp
{oric). Aqua is now represented on
the nine-member 1151, board with two
American and two Indian nominees -
including its managing director John
Sylvia —and will influence long-term
policies as the largest shareholder.
The redesignations have left
unchanged Anil Jain's position as
managing director, while Ajit Jain, 37,
is no more joint mD, but the chief
operating officer. The youngest
brother, Atul, who is 33, has not been
a director and is now the chief mar-
keting officer, Another who has lost
his directorship is R.B. Jain, the senior
Jain’s cousin and a chemical engineer
from n, Kharagpur, who is now the
chief technical officer. There is a pro-
viso for increasing the representation
of Aqua, the promoters and the inde-
pendent members/lenders nominees
by one each.

Ashok Jain indicates, “nsi has
hitherto managed to repay most of its
debt, which extended to over Rs235
crore.” Moreover, on 15 December
2002, nsv signed an agreement for
sale of two sets of polycarbonate
equipment and other assets to GE Plas-
tics india Ltd. The latter, in turn,
leased back these facilities to s as a
100 per cent Export Oriented Unit
(Eou) for exports to Geunder its brand
name as also domestic sales and
exports in the name of the manufac-

Corporate Reports

turers. The turnover is hence unlikely
to be affected by the sale of equip-
ment and other assets.

It was after graduating from Mum-
bai’s Poddar College that Bhavarlal
Jain passed the 1as examination and
was almost appointed deputy collec-
tor when he had a change of heart and
opted to become a first generation
entrepreneur. He bought some drums
and kerosene and in 1963 moved
from Wakod where his forefathers
had settled 5 ki from the renowned
Ajanta Caves, to Jalgaon, Maharash-
tra's major banana growing district
located 40 km away. Dr V.R. Subrama-
niam, an entomologist and manager
with Jis1, says Jalgaon has desiccating
winds, with temperatures ranging
between 7 and 44 degrees Celsius and
rainfall that ranges between 260 and
300 mm, though last year it had
recorded 400 mm. With his brother
Kantilal, Bhavarlal Jain set up a family
partnership concern called Jain
Brothers and soon acquired dealer-
ship of Escorts tractors and Rajdoot
motorcycles. By 1970, he had added
agricultural implements, seeds, fer-
tilisers and pesticides to his portfolio
and had started selling pvc pipes as
Garware Chemplast’s dealer. From
the profits he purchased land, which
today straddles 1,000 acres which his
company uses as a demonstration

farm and for conducting field
research.
In April 1978, Jain Brothers

embarked on their first manufactur-
ing venture when they cornered a sick
banana powder plant at an auction
for Rs30 lakh when they had only Rs2
lakh as investible surplus. After modi-
fying the plant for the production of
papain from papaya latex, Jain set off
for New York in quest of customers.
The heartening response positioned
the company on the international
map as India’s foremost supplier of
refined papain, a meat tenderiser and
an enzyme application for pharma-
ceuticals. This business was termi-
nated last year as i's viability was
eroded by synthetic substitutes pro-
duced in the West, says Anil Jain. “We
transferred most of the plant equip-
ment to our fruit processing activity,”
he adds. "But our foray helped our
company gain valuable insight into

s hle
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Three generations of fains - led by Anil, Ashok, Bhavarlal, Ajit and Atul - are focussed on
their business

the agricultural sector, helping us
build enduring ties with farmer com-
munities and also acquire basic expe-
rience for our food businesses.”

The year 1978 was also the time
Jain Brothers was rechristened Jain
Plastics and Chemicals Ltd, overall
sales nudging Rs11 crore from Rs10
lakh in 1963, a 110-fold increase. In
1980, the company commenced man-
ufacture of pvc pipes with an annual
capacity of 300 tonnes, since aug-
mented to 37,000 tonnes, making it
India’s single-largest producer of rvc
pipes. Sales in 2002-3 of these plastic
piping systems accounted for 40.12
per cent of the overall turnover (see
Table 3), with the plastic sheet divi-
sion contributing 24.25 per cent,
micro-irrigation  systems, another
17.96 per cent, agro-processed foods,
15.27 per cent, and solar water
heaters, 2.4 per cent. The rvc and rc
sheets are exported under the brand
name Ex-Cel. "A closeknit dealer dis-
tribution network in the rural areas
together with continuous automa-
tion, upgradation of product
facilities and in-house r&D
for optimum capacity utilisa-
tion has kept us at the fore-
front,"” notes Atul Jain. *The
growing export range now
extends to casing and screen
piping systems.” The machin-
ery was imported from
Cincinnati Milacron, a global
leader in plastics processing
machinery and mouldmaking

Share capital  Rs 22.80 crore
Mo, of shares

equipment. “Cincinnati also gave us
credit and raw material,” Anil Jain
says, "We improved upon their equip-
ment and expanded production
through technology, becoming the
country’s largest producer of pvc
pipes.”

The Rs321 crore (2002-3 turnover)
Pune-based Finolex Cables Ltd and
Mumbai’s R$567.15 crore bcw Ltd are
J1sL's key competitors in the pve sec-
tor. Finolex’s challenge is, however,
dimming as it produces mostly pvc
sheets, which account for a mere 2,2
per cent of its business this year, and
slipping sales have compelled the
company to prune its manufacturing
capacity and review the scale of opera-
tions. pCcw's pve division, however,
showed a brisk turnover growth of 20
per cent, to Rs304.47 crore, with pro-
duction rising from 62,344 tonnes to
64,834 tonnes. Since rvc is already
the most widely used thermoplastic in
India, with a growth rate of over 15
per cent, the space is not cluttered.

Ashok Jain maintains that his com-

SHAREHOLDING PATTERN

Before Aqua Induction

Public &

Share capital
Mo, of shares

2,27,98,135

After Aqua Induction

Rs 47.89 crore
4,78,86,303

pany has an edge as it has meticu-
lously built up a ready kinship with
the farmers through an integrated
rural marketing approach that
includes contract farming. Says he,
“We sell them vital inputs such as the
micro-irrigation systems and geneti-
cally superior planting materials, offer
them agronomical guidance, then
buy back their produce, adding value
to it for sale to overseas and domestic
markets.” j1st. has over the years built
an enduring brand equity with its
product range, namely, Jain Drip, Jain
Sprinklers, Jain Tissue-Culture, Jain
Pipes, Jain rE pipes, Jain Solar, Farm
Fresh processed vegetables and fruits,
and Ex-Cel, The corporate establish-
ment comprises the Jain Plastic Park
for the Drip Irrigations Systems (Di1s),
plastic piping and sheet, the 1,000-
acre Jain Agri Park sprawl, the r&D
farm and tissue culture facilities, and
the Jain Food Park,

“Our company has 27 marketing
offices in India and two overseas, in
Twickenham in the UK and in
Columbus, Ohio,” says Anil Jain. “We
export to 60 countries worldwide, our
clients ranging from farmers who buy
our farm inputs, to multinationals
like Coca Cola, Nestlé, the Nether-
lands’ Cargill, Riedel and United
Warehousing and  Forwarding,
Canada’s Dobexco Foods, the UK's
Sleaford and John A. Taylor, Iran's
Pakdis, Cibtak and Noosh Mazan-
daran, Japan’s Taiyo Kagaku and ric,
skF roods of Denmark, Worlee,
Trokost and Schumacher of Ger-
many, Culinar of Sweden, Grupo of
Guatemala, Lee Pineapple of
Malaysia, and mapEC of Saudi Ara-
bia.” Its processed foods and dehy-
drated onlon serve a clientele that
includes McDonald’s, Coca Cola and
Pepsico, and its pipes, used for cable
ducting, and conveying
water, gas, effluents, band-
width and the like, are sold
domestically to the Tatas,
Reliance, L&T, the Aditya Birla
group, BrL, Bharti, w#LL,
Mahanagar Gas, Gujarat Gas
and Himachal Futuristics, The
company is besides served by
a wide dealership network in
India and abroad.

In 1986, the Jains renamed
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thelr company Jain lrrigations 5ys-
tems Lid and on 17 October 19838,
listed it on the capital macket with a
pubilic [ssue of 410 lakh equity shares
of Ba10 each at par. Ajit Jain recalls
how 1958 proved to be a watershed
for ths Commipany as it successfully pio-
negred water-management through
micre-irrigation, *This initiative led
tir the introduction nto lndlan agri-
culture of such high technology con-
cepts: as an  Integrated systems
approasch, a one-stop-shop for taems
ers, infrastrocture status to micro-teri-
gation, and firm as industoy,” he
observes. In 2002-3, nse prodioced
4,023 tonnes of tubings and 631
pnnes of mouldings with sates of
Haidl) crore, projectsd o increase o
He I crore next year.

Sentor vice-president Chatitra lain,
who |8 no relative, looks after the
woorhd class food processing facility he
Helped set up tn 1994 for delivdmating
oniong and vegetables, and for pro-
ducing ful purees, concentrates and
pulp. “These plants are scfH - and
vaccpe-certified and meet intemna-
thonal Food and Drogs Administra-
tion {Foal statute regoirements,” he
clalms. “They combine modern tech-
nalogies of the West and the wast,
mostly  untapped  agricultural
resources of India; using local human
resolree; At thie some time, we have
set ourrse]ves a poal to becormee 4 major
and rellable global supplier of food
ingredients of the finest guality.”
With a yearly production capacity ol
2,700 tonnes, the onion and -
etable dehwdration plant and a cus-
tomised multistorey mill imported
from the US, the only one of its kind
It Asid, B3 capable of slicing, chop-
ping, kibbling, mincing, grinding
granulating and pulvedsing with
applications |n fast foods, plzzas,
soups, gravies and ready.mix shelf
foeceds, “The average Indian onlon has
a mere 13 per cent salid content, tha
is, the volume left after dehydration,
whereas we have developed a tvpe
thit yields 22 per cent and are work-
inig on enhancing this w 25 per cent,
attained by Californian onions,” Jein
mentions, The company bas smaller
dehydration units also at Vadodara
and Nashik and an ancilliery frult
processimg plant in Sanghi,

Cberribrar s varys W gouel Ly o Beciomre o

ol saeppller of food ingredlonts of the
finesl grulity

[ir K. Nag is one of the 16 doctor-
ates Anil Jain says his company
employs, apart from “the largest mum-
ber of agri-scientists in India's private
sector”. The laboratory - in-charge
mentions that while his facility can
brae wny el thie 48 pesticides in usein
India, the stringent - standirds
imposed by the Jalns on ther own
ficlds and on thetr contract Farmees
and the scrupulows in-howse cleans-
ing processes have emsured that theis
Full range-of agro-produce conforms
with wio stipulations. Dr V.P. Sngh,
wihir b sendor manager with Jain's tis-
st etltare lalr for micro-prropagstiing
tssames from carefully selected disease-
free mother plants of banana, hadl-
cates that use has so successfully
ncapted Californla's  Grand Main
strain of hanana that the demand has
far outstripped 1t production, nsu
produced 12 lakh plants kst year, 34
lakh this year and has targeted 45 lakh
for next year. This variety was intro-
duced through collabaration in 1904
with Rahan Meristem Lid, an Israeti
banana germplasm company, which
accoumity for o tenth of the worldwide
Expeart of bnans seedlings.

"While the noomal banana will
yleld one crap in 27 months, Gramd
Main vields three crops within 30
muopths,” Singh explains. "Socker cul-
tivation from elite banana plants has

Corporate Reports

imcreased yvields by Wk per cent.” Apait
foom Maharashira, fain now has cus-
tomers for (s orop in Guojarat, Kar-
nataka and Ubtlar  Pradesh  and
cultivators have seen their profits sear
from Hs25 000 an acre for thelr nor-
mal banana yviekd to Rs70,000 to Rsl
lakh an acte with Grand Naln strains,
13vs researcher Kalyam Moharir. Sol-
ramaniam adds that jis's research
labneatory has ylelded banana juice
which is golden vellow and clear, but
not yet ready for commercial e
Research 5 also on-going on a 145-
acre plot with densely planted man-
goes of different varteties, including
the famed Alphonso, for eventual
comimercial use for the frult process-
Ing plant, he notes. (S0 markits it
foads under the brand name Farm
Fresh, now readiby rorognisable in the
LIS anydd Europe.

Anil Jaln says 5L was compelled to
diversify info the allied fleld of food
processing as it had fofeseer Competl-
tion emerging from plpemakers who
mushroomed in  the mid-1980s
Their low lnvestments spawned @
ready unorganised sector that com-
proornised on quality, rendering it dil-
floulr for us o compete,” he explaing.
Hence, a3 the company repositioned
itaeli-as nsi kn 1986, it forged a flve-
vear technology  partnership wath
James Handie Irrigation of Sydney, But
while Hardle's systems were deslgned
for large farmers, Jain adapted them
fise the smaller landbolders noooar
oouniry. “Introducing waler oonser-
vatlom technlgues was, however, a
painstaking proges as the mindset of
the lmilan farmers: was that mome
water spells mare crop,* savs Ajie Jlain.
*To expose them to the virtoes of this
system, we took these farmers, clad in
dhotis and kedhapuri chappals and
whe had never before left thelr dis-
tricts, to demonstration forms and
even workshops and seminams o Aus-
tralia, Hawaii, lsrael and Calitarnia,”
The Jains themselves established a
pilot farm in Jalgaon to prove that the

-aystern wodks ln Indla as well and car-

rled out various technigues in waste-
land reclamation through watershiod
planming and walter harvesting tech-
pigues ke micro-minor imigation,
terracing. bunding and recharging

groundwater.

& e
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Tt was- whilst attending an interna-
tiomal micro-irrigation conference in
California in 1995 that the [ains
Found deip irmigation bdeal to counter
water scarcity. “The Centre too has
recognised theworth of this syitem in
the last Union budget by setting up a
Task Forge on Dirip Irigation chaired
by Andhra Pradesh Chief Minister M.
Chandrababm Majdu with my father as
a member,”™ Anil Jaln remarks.

An ardent admirer of the Jains”
enterprise,  Shivajiran . Padl, ex-
Rajya Sabha siv and chalman of the
Indian Sugar Exim Corpaors-
tion Ltd, nonetheles men-
tions that the capital cost of
a drip sed i8 daunting for the
average  Indian  farmer,
extending to' iy high a&s
Bs35, 000 per acre. Both Ajit
und - Anil Jain indicate that
such costs depend on the
area cultivated and the crop
sowr, but assert that the
returns.  areé  prodigious,
Mahirashira accounts: for
around halfl of the 1 million
acres cultivated natlonwide
under the drip method, A
sty by the Indian Tnstiiute
of Economlcs shows, for
instance, that drip Lrrigation,
costing Ra33,595 fora 2.11
heciare banana field, engures
per hectare ncreased vield of
153 quintals and increased
profitabdlity of Ks32,500,
with the life period of the

drip set being flve vears. Fer-
tilisers can  be opplled
through the system ad well, a
process termed fertigation,
cutting down on  extra  labour,

observes Ajit Jain,

Ashok Jain maintains, however,
that the Maharashira-government's
scheme of providing o S0 per cent sub-
sidy to farmens installing drip sets -
with a ceilinig on the number of bene-
Ficiarles per district - was very popular
aral hence invarlably overbooked.
“But subfequently this subsidy was
reduced ta 35 per cent and we have
been Informed that cormption has
undermined this scheme," he points
oiit. *Besides; with Rs30 crore subsidy
s pending to us from the govern-
ment, we have decided to abandon

Tqui“#ufwﬁ*

hlay 2= lune A HNE

Corporate Reports

the scheme and are now selling our
drip systems on cash payments ata 15
per cent discount.” jse has managed
tosustain profits a8t now receive pay-
ments up front, be adds,

It was from 199697 that jisL's for-
turies started dimming, “Between
1994 and 1996, we erided up commit-
trig to 12 different projects that were
parthy expansion, partly related dives-
sification aind partly unrelated diver-
sification,” says  Anil Jain. Apan
fearm the debt trap, some projects
encouintersd o disaster like the onion

SHARE PRICE

(Al Average.  [(P) Prefichod

dehydration plant. “While the price
of onions had hovered around Rs8
per kilo far the past 20 vears, It spi-
ralled 1o BEs40) [ust as wi- were setting
up the plant, rendering it unviable to
start operations,” he recalls. "We alsa
faitered with dome companies we sel
up, namely, Atlaz Technolozy Pet
Ltd, Gowthan Granites Ltd, Jain Secy-
ritics International Lid, and even a
private rural bank.” The company's
Jain Sunwatt solar water heating sys-
tems, however, did not fare badiy,
launched in 1994 following a techni-
cal lcence agreement with Israel's
Amcor Lid

e, (B Blimale
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Im late 1998, nsi engaged Krsio to
assess the long-term viability of the
company and s product deimand.
“But our lenders felt that though we
were rechannelling profits into the
growth of the enterprize, they would
wisit and watch if we were capable of a
turnaroumnd,” he says. A psl had o
latge number of lenders, [t took
almost thiee years t0 convince them
of the proposal for the loan restric-
ture, though certain banks like Ameri-
can Express and Deutsche Bank
withdrew. Bhavarlal Jain remembers
how 20 years of the “we can
o it spirit and the post-lib-
eralisation euphoria had led
hils enterprise into these (-
planmed forays into finance,
infotech and granite. “We
took risks in fhe quest af sun-
rise |Induatries with a bright
future and excellent profit
profibes, but sdon discovered
that managing them was
infinitely more complex,”
he declares. “"What's more,
we could not provide them
leatlership and pressure from
them drew altention and
respurces away from  our
existing strong main buosi-
nesslines at a crucial time.

Hur referring to his comi-
pany's on-going efforts 1o
turm the comer; he affimms,
“It 1% the daily renewal of
faith in guality and excel-
lence and in continuous
innovation that presupposes
improvement.” While
acknowiedging  that  his
“asvociabes" and sharehold-
ershave in the recent past not secursl
the dividends they have deserved, he
deems the prospects bright now, *We
have- redefined our priorities and
while we were ideology conscious in
the past, we are now profit conscious
as well, " he maintains, "This is neces-
sary In today's competitive world,” He
i nonetheless cloar that psi's focus
will remain on its core competencies
In agro-industry, with possible forays
into academia pertaining to agricul-
ture-as it already enjovs a collalora-
tive and post-graduate research with
VAroUs universities.
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