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OPPORTUNITY

If the wish list of Minister of State for Food 
Processing Industries Subodh Kant Sahai 
were to meet reality, India will see a reform 
in its VAT structure. 
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• Efficient and effective utilisation 
of existing resources

• Modernisation of Mandis
• Addressing issues in contract 

farming
• Harmonisation of taxes
• Public private partnerships in 

infrastructure development 
• Understanding the existing 

needs of the consumers and 
identifying potential customers, and 

• Focus on product innovation 
and skill development

FICCI releases food 
opportunity report

During the event, FICCI, in as-
sociation with Technopak Advisors 
and the MOFPI, released a detailed 
report on the current status of food 
and related sectors in India. Titled 
“Land of Opportunities: The Food 
Industry in India”, the 72-page vol-
ume is aimed at highlighting the po-
tential on untapped food segments, 
and also at recommending measures 
to be taken at policy level to facilitate 
growth and competitiveness in the 
sector. Presented here are some key 
highlights of the report.

Foreign Direct 
Investment in food

According to the report, it is es-
timated that food-processing market 
in India will attract phenomenal 
investment, in the form of capital, 
technology and finance of over Rs 
3,667 crore or US $ 83.34 million 
by 2014-15. This has increased 
from Rs 177 crore in 2002-03 at a 
CAGR of 35 percent. Over the past 
decade, the government of India has 
approved 27,273 foreign collabora-
tion (technical & financial) propos-
als, with a corresponding FDI of Rs 
26,896 crore, it adds.

Indian companies in Food Pro-
cessing Industry to have received 
FDI inflows are Cadbury India Ltd, 
Metro Cash & Carry India Pvt. Ltd., 
Balarampur Chini Mills Ltd, Nestle 
India Ltd, Kellogg’s India P. Ltd, 
Cargill Foods India Ltd, and Britan-
nia New Zealand Food Pvt. Ltd. 

Key challenges

The Indian Food Processing 
Industry is saddled with hurdles 
and inefficiencies on several fronts. 

These, as per the report, include ad-
dressing current gaps in the value 
chain as well as leveraging on vari-
ous advantages the country provides. 
“Investors in the sector need to be 
aware of these factors and build re-
quired capabilities in their business 
to ensure success,” it points out. 

Research & Development 
(R&D) 

Research and Development in 
Food Processing is required in enor-
mous amount – beginning from va-
rietal improvement, to the technol-
ogy & machinery and production 
process until the stage for packaging 
and labeling, the report points out. 
“Latest developments in food science 
and focus on innovations in food 
technologies, nanotechnology and 
biotechnology; novel food concepts 
like functional foods, health food, 
innovative packaging are all a prod-
uct of exhaustive R&D,” it says. 

Lack of processable 
produce and irregular 
supply

Indian Agriculture is still domi-
nated by the practice of production-
driven market supply instead of 
market-driven production, which 
leads to inconsistency in quality of 
produce and supply. Varietal im-
provement is yet the prime area that 
needs to be given attention to reign 
supreme with relation to export mar-
kets. Varieties with preferred traits 
must be developed through the use 
of conventional techniques and by 
the aid of biotechnology to affect a 

larger and more diverse germ plasm 
in crops. The report outlines the 
need to focus on processable variety 
of produce with year round supply. 
“Due to non-grading of produce, the 
table purpose produce is mixed with 
one that is suitable for processing. 
This increases the price that process-
ing sector has to pay. With the growth 
of processing sector a market for ‘B’ 
and ‘C’ grade fruits and vegetables 
will be created thus paving the way 
for grading that would fetch higher 
price for table purpose ‘A’ grade pro-
duce. This will also boost the varietal 
improvement programme, which is 
more suitable for processing sector,” 
it states. 

Technology and 
equipment

India has been practicing vari-
ous methods of food processing such 
as sun drying, pickling & fermen-
tation. The quest is on for newer 
methods, technology and machinery 
of food processing with least change 
in sensory qualities. Therefore, the 
technological progress in emerg-
ing processing sectors, development 
and diffusion of quality-enhancing 
as well as yield-increasing technolo-
gies remain the key challenges to be 
addressed. 

Meeting global standards 
of quality 

Though Indian growers and ex-
porters have now been able to match 
up to global standards, meeting these 
standards with up-scaled production 
will be a big challenge. The challenge 

becomes much bigger where there 
are differences in standards and con-
sumer preferences across potential 
markets. The issues of traceability in 
fresh produce and poor hygiene gen-
erated infections in packaged foods 
need to be addressed. 

Skill gaps 

At each level in the value chain, 
there are strong deficiencies in tech-
nical knowhow and support. In 
comparison to the amount of re-
search carried out in this field, there 
is still a gap in the transference of 
this from the laboratory to the in-
dustry. In addition, knowledge 
flows from the academic circles or 
centres to the commercial centres 
of manufacture of primary or ter-
tiary processed food. While at the 
farm level, farmers are not aware 
about the types and timing of crops 
to be taken, chemicals to be used, 
channel managers are not aware of 
managing storage conditions and 
handling of the ultimate produce at 
the customer end. This gap needs 
to be bridged by finding the right 
balance between applied research, 
capacity building, training and de-
velopment of policy and regulatory 
frameworks, ensuring a strong, pub-
lic-private partnership, identifying 
additional resources to support the 
initiative and by making technolo-
gies more accessible to farmers, i.e. 
moving them out of the laboratory 
and onto the field. 

Inadequate infrastructure 
and supply chain 

Non-availability of core infra-
structure like high-tech controlled 
production facilities, grading, pack-
aging, cold chains, logistics, ware-
housing; integrated processing units; 
inefficient supply chain; poor trans-
portation and erratic power supply 
are the major concerns in the country 
across the food value chain. While In-
dia is the leading producer of many of 
the crops in the world, nearly 25-35 
percent of this production is spoiled 
due to the lack of inadequate supply 
chain and poor infrastructure. Lack 
of specialised distribution companies 
for perishable produce/ processed 
food products is yet another prob-
lem that the sector urgently needs to 
address. Such specialised companies Courtesy: FICCI
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will provide refrigerated transport 
and warehouse facilities, along with 
timely distribution of products. 

Regulations and taxation 
issues 

The food sector in India is gov-
erned by a multiplicity of laws under 
different authorities. In India, there 
is no uniformity in the taxation sys-
tem across the states. “Though many 
initiatives have already been taken 
by the government, there is still need 
and scope for harmonisation of taxa-
tion norms and systems across the 
country,” the report highlights. As 
listed in the study, the following food 
laws prevail in the country: 
 i. Prevention of Food Adultera-

tion Act 1954  
 ii. Essential Commodities Act, 

1955  
 iii. Fruit Product Order, 1955  
 iv. Meat Food Products Order, 

1973  
 v. Milk and Milk Products Order, 

1992  
 vi. Agriculture Produce (Grading 

& Marking) Act  
 vii. Standards of Weights and Mea-

sures Act, 1976  
 viii. The Warehousing (Develop-

ment and  Regulation) Bill, 
2005 

Growth of SMEs 

Since Small and Medium Enter-
prises (SMEs) provide the essential 
link between the agriculture and in-
dustrial segments of the economy by 
enhancing the value of agricultural 

production, thereby ensuring bet-
ter remuneration for farmers and 
larger employment opportunities. 
The main challenges faced by SMEs 
are increasing quality standards to be 
met from the export markets, short-
age of technical grade manpower 
and lack of production and process 
knowledge. In addition, the SMEs 
are facing the survival challenge un-
der the highly competitive market 
environment. Most SMEs are unable 
to deal with the need for product 
specific technology, availability of 
automated machinery & equipment 
and continuous availability of power 
in sub-urban & rural areas, which 
have resulted into poor performance 
and non survival of these SMEs. 

The report asserts that it is im-
perative that the small scale indus-
tries and unorganised sector should 
be developed. To achieve this, spe-
cial arrangements need to be made 
to provide these sectors with access 
to efficient technology, knowledge 
of market and soft credit. “Mea-
sures should be taken to ensure re-
munerative prices for farm produce, 
infrastructure development with em-
phasis on post harvest management, 
processing, transportation, market-
ing and exports. Developing efficient 
technologies for small scale, tiny & 
unorganised sector remains the key 
challenge for the government,” it 
states. 

RECOMMENDATIONS

In detailed attention to the mat-
ter, the FICCI report suggests a series 
of measures and initiatives for both 

government and private companies 
to enhance farm to fork linkages, ag-
ricultural productivity, farm incomes 
and global competitiveness.

There is urgent need to create 
and augment strong infrastructure to 
wipe off wide spread inefficiencies in 
the food value chain, it says.  As per 
the report, among the key infrastruc-
ture enablers the food processing sec-
tor needs are: 

Production infrastructure – like 
germplasm and seed multiplication 
facilities, agricultural inputs (seeds, 
plant  nutrients and plant protection 
chemicals), irrigation, controlled 
production facilities,  farm  mechani-
sation etc, which are required to raise 
production of processable produce at 
lower cost and to make it available in 
required  quantity round the year.  

 Processing infrastructure – like 
farm level post harvest facilities – 
cool chambers, grading and sorting 
facilities, pack houses for the back 
end support; integrated industrial 
processing units for processing and 
value addition  

Distribution infrastructure – 
There is a need to establish an inte-
grated supply chain like warehous-
ing, cold chain and transport from 

farm gate to the food plate for strong 
backward and forward integrations. 
Supply chains are to be created in 
such a way that they can be utilised 
round the year for multiple com-
modities to increase the efficiency of 
utilisation.  

In addition to the above agricul-
tural infrastructure directly required 
by Food Processing Industry, basic 
support infrastructure – in the form 
of road, rail, telecom and power 
availability – is also to be strengthen-
ing at different places. “Some quick 
milestones can be achieved by upgra-
dation of existing infrastructure like 
APMCs, Quality Control Labs (QC 
labs), cold storages, processing plants 
etc, initiatives for which have already 
been taken by MoFPI and others,” 
the FICCI report says. 

Successful 
implementation of FSSA 

There is an urgent need of suc-
cessful implementation of FSSA in 
its original spirit, protecting the in-
terest of all stakeholders. In addition, 
harmonised rules and transparent 
implementation mechanism needs to 
be placed. Appropriate infrastructure 

The Indian 
consumer’s demands 
are still dominated 
by consumption of 
‘fresh’, the FICCI 
report points out.
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and capacities in terms of scientific 
resources, pool of scientists, analytical 
laboratories need to be created to sup-
port the scientifically conducted risk 
analysis implementation of FSSA.

Public Private 
Partnerships 

Development of infrastructure 
duly supported by high-tech inter-
ventions requires huge investment 
from the private sector. Government 
needs to take all possible steps for 
the incentivisation of private sector 
to invite investment in creating the 
agricultural infrastructure possibly 
by viability gap funding through 
public private partnerships. This will 
not only ensure the optimal utilisa-
tion of resources but will also utilise 
the advantages of new technologies 
and human skills of private sector. 
Public Private Partnerships should 
be encouraged in the sectors of joint 
infrastructure projects, R&D, capac-
ity building, information sharing, 
international branding etc. 

Demand-driven 
production 

The Indian production system is 
still largely “supply driven”. A para-
digm shift is required in the produc-
tion system from “supply driven” 
toward “market demand driven pro-
duction”. It would require collective 
endeavours of all the stakeholders’ 
right from the R&D organisations, 
extensions, market players and the 
govt machinery. Farmers will have 
to play an active role in adoption of 
new technologies shared by the pub-
lic and private extension system. 

Meeting global standards 
of quality 

All possible efforts are required to 
be done by technology interventions, 
training of various stakeholders to 
produce world-class processed food 
products in India. The output should 
be able to meet the global standards 
like Global GAP, Codex Alimentari-
ous, HACCP standards etc. 

Technological knowhow 
and support 

Looking at industry and users’ 
demands it would appear that steps 

need to be taken to further nur-
ture high quality institutions in this 
field. An apex institution could be 
established, which would inter alia 
provide for world class graduates 
and research programs; carry out 
cutting-edge research; provide for a 
framework for constantly updated 
curricula to sister institutions, assist 
and provide a linkage to regional in-
stitutions in their activities. 

a. Capacity building on quality 
standards: The apex institute can 
also be created by upgradation of 
institutes State Agri Universities and 
various other central research insti-
tutes in close tie up with private or-
ganisations and other world leaders 
in the similar sector. 

b. Technology transfer, capac-
ity building and skill upgradation: 
Strong linkages are to be built to 
transfer the technologies developed 
in isolation at different public and 
private research organisations to their 
targeted beneficiaries. While the 
farmers are to be linked to the agri-
research companies and research or-
ganisations, the processors are to be 
linked to the post harvest research 
centres. The extension workers should 
not only be trained about increasing 
the production but should also be ed-
ucated about saving the post-harvest 
losses through value addition.

Promotion and branding 

The Indian consumer’s demands 
are still dominated by consumption 
of ‘fresh’. Packaged and processed 
foods are readily not accepted in 

the larger portion of consumers due 
to various reasons. Government 
and industry should run sustained 
campaigns to create awareness for 
increasing acceptance of processed 
food. It is equally important for all 
the stakeholders in production and 
distribution to ensure availability of 
quality processed food at affordable 
prices. It is more important to handle 
the challenges of non homogeneous 
food habits of India and varied cul-
tural diversities. 

Branding of India as a processed 
food basket to the world market is 
equally important to tap the oppor-
tunities in overseas markets. This 
will require holistic efforts from gov-
ernment, export promotion bodies, 
business chambers and associations 
on a long term basis. 

SME Support 

Due to the low investment ca-
pacity of SMEs, sectors reserved for 
SMEs and SSIs are to be empowered 
with suitable support in terms of 
skill upgradation, assistance for cer-
tification, capacity building and con-
necting them to the markets. 

Market research-based 
offerings 

Focused studies on Indian cus-
tomers and markets are required to 
design appropriate marketing strat-
egies for processed food in Indian 
markets. The industry should share 
the responsibility of product innova-
tions by offering “value for money 

proposition” and designing cust-
omised products to be readily ac-
cepted by the Indian household. 

Promoting 
entrepreneurship and 
innovation

Policy level efforts need to be ini-
tiated by the government in consul-
tation with farmer groups, coopera-
tives and entrepreneurs to promote 
Producer Group Companies and 
contract farming. Help from NGOs 
and the private sector should be tak-
en for the recognition and reward of 
innovative technologies and recipes. 
This will not only be a step towards 
farmer’s empowerment, but will also 
ensure supply of quality raw material 
to the industry. 

Organised retail as a key 
driver 

Like developed countries, or-
ganised retail has come up as a key 
driving factor in the development 
of packaged and processed food 
through its innovative methods of 
marketing. Clarity on the policy 
front from the govt on FDI in retail, 
regulatory framework facilitating 
backward integration would further 
strengthen the development of food 
industry in India. 

Linking farmers to 
markets 

Linking farmers to the markets 
by allowing them to directly connect 
with retailers, processors, aggrega-
tors etc. The amendment of APMC 
should be implemented in the origi-
nal spirit so as to increase buyer-pro-
ducer interaction. 

Single Window System 

Various initiatives taken by central 
and state governments to incentivise 
the investors are not being properly 
communicated and do not reache the 
target beneficiaries due to complex-
ity in roles and channels. There is an 
urgent need to bring all the investor 
and industry incentive policies, regu-
latory policies under single window. 
This will not only remove undesired 
confusion for the investors but will 
also increase efficiency in execution, 
the report outlines.   ■
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