
Case Study 2 

Introduction: A Startup at the Intersection of Health, Costing & Compliance 

Over the past decade, Indian urban consumers have increasingly sought organic, traceable, and 
fresh produce, fueling demand for a new retail approach. Founded in 2015 by Rahul Reddy in 
Hyderabad, Fresh from Farm (F³) began as a small venture that evolved into a leading organic 
retail brand through a blend of strategic financial planning (SFM), activity-based costing 
(ABC), tax compliance, and digital innovation. This case examines how F³ successfully scaled 
amidst challenges by integrating cost controls, risk management, and regulatory compliance. 

Phase 1: Building Foundations – Capital Constraints and Trust Building (2015–2016) 

Rahul started F³ with ₹10 lakh and leased a 500 square feet store, investing in cold storage and 
basic logistics. Early challenges included limited capital, reluctant farmers concerned about 
delayed payments, and consumer doubts over “organic” claims. To overcome these, F³ offered a 
15% price premium to farmers and ensured minimum daily procurement volumes to build 
supplier trust. Simultaneously, transparent displays of product origin and harvest dates helped 
assure customers. These efforts helped F³ achieve operational break-even within 12 months. 

Phase 2: Scaling Up – Strategic Capital Mix and Crisis Management (2017–2019) 

With plans to expand, Rahul faced the choice between equity dilution and debt financing. F³ raised 
₹2 crore via angel investment for 20% equity and took a ₹1 crore bank term loan at 11% 
interest to fund cold storage capex. Capital budgeting via NPV and IRR analysis showed a 
promising 18% IRR on investments in two 5-tonne cold storage units. 

In 2018, unseasonal rains led to a 40% spike in procurement costs, while customer prices 
remained fixed. F³ managed this by securing a ₹50 lakh overdraft facility, adding a 10% weather 
surcharge, and diversifying sourcing to other regions like Maharashtra and Karnataka. These 
measures balanced liquidity needs and market positioning. 

Phase 3: Operational Efficiency – ABC, Costing & Break-even (2020–2022) 

As operations scaled, margins compressed due to inefficiencies. F³ adopted Activity-Based 
Costing (ABC), revealing last-mile delivery costs of ₹8/kg and inefficient cold storage power 
usage. Improvements included delivery route optimization (saving ₹1.2 lakh/month) and night-
time packaging shifts (20% electricity cost reduction). 

Standard costing was implemented assigning expected costs per vegetable (e.g., tomatoes at 
₹25/kg), and variance analysis identified spikes like monsoon-driven tomato prices reaching 
₹32/kg—a ₹7/kg unfavorable variance. Before opening the 12th store, a break-even analysis 
showed fixed costs at ₹3.9 lakh/month and contribution margin of ₹15/kg, leading to a break-even 
volume of 26,000 kg/month. The store achieved break-even in 9 months, ahead of projections. 

Phase 4: Regulatory & Sustainability Focus (2021–2023) 



A consumer complaint triggered an FSSAI audit over organic labeling. F³ responded by obtaining 
India Organic (NPOP) certification, implementing QR-code traceability, and appointing a full-
time compliance officer. 

GST mismatches arose due to the varying tax rates: 0% for whole vegetables, 5% for pre-cut, 
and 12% for packaged snacks. F³ adopted GST billing software with HSN mapping and 
conducted quarterly tax audits to ensure compliance. Labour inspections uncovered missing 
ESIC coverage, prompting registration of over 100 employees and shift restructuring. 

Environmentally, F³ switched to compostable bags and partnered with local waste management 
for recycling. 

Phase 5: Digital Growth & IPO Vision (2023 Onwards) 

By 2023, F³ launched an e-commerce platform with 2,500+ active subscribers and “dark stores” 
to boost last-mile delivery. The private label “Farm’s Best” expanded product offerings, increasing 
gross margins from 25% to 38%. 

Sustainability initiatives included warehouse solar panels reducing diesel use and “ugly produce” 
bins discounted at 30% to reduce waste. The company aims for 50 stores by 2026, a pan-India 
franchise model, and an IPO targeted by 2028, backed by DCF and PE multiple valuation 
models. 

Conclusion 

1. Balanced equity and debt financing facilitated scalable growth. 

2. Activity-Based Costing and variance analysis drove operational efficiency. 

3. Proactive GST, FSSAI, and labour compliance protected the brand and financial health. 

4. Digital innovation and private labels enhanced margins and market reach. 

5. The clear path to IPO readiness underscores robust strategic planning. 

 

 

 


