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India, the world's largest democracy as well as one of its biggest economies, has been
on an upward growth trajectory over the recent decades. Our consistent growth rates
have also been among the highest in the world and have attracted some of the most
prominent foreign companies and investors. Growing economic clout has contributed
to a widespread global consensus about a larger role and place for India, both in
economic and geopolitical terms. While India’s service industry has time and again
demonstrated its strength and innovation, the nation’s domestic manufacturing has
been somewhat unable to keep pace.

The rapidly changing dynamics of the 21st century global economy have impacted
several countries including India, due to which, there have been increasing calls for India
to strengthen its domestic manufacturing capacities if it were to acquire a significant
place in the global value chains. To this end, the government of India has been
proactively implementing policies to promote domestic industries, the most concrete
instance of which took the form of the “AatmaNirbhar Bharat Abhiyan” (Self-Reliant
India), launched by Prime Minister Narendra Modi a few months ago. This one-of-its-
kind campaign envisions stronger domestic industrial capacity for India while also
positioning it as a major manufacturing and export hub at the world stage.

Since its launch last year, the “AatmaNirbhar Bharat” scheme has witnessed significant
government push towards enhancing domestic industries through a slew of measures
like incentives, subsidies and funding support. Among the most significant of these
measures was the recent approval by the country’s Cabinet headed by Prime Minister
Modi to extend the Production Linked Incentive (PLI) scheme to 10 crucial sectors of
the economy.

The scheme, centered on incremental outputs, aims to strengthen manufacturing and
export capacities of domestic firms and industries so as to put them at the heart of
global supply chains. The main objectives of extending the PLI across different sectors
are to develop the core competencies of Indian industries, encourage innovative
technologies, create economies of scale through efficient processes and boost their
global presence through exports. As envisioned by our Prime Minister, an efficient,
dynamic and resilient domestic manufacturing ecosystem is of utmost importance for
India to emerge as a global manufacturing hub. By detailing the PLI scheme for the food
processing sector, this paper aims to provide a comprehensive picture of what the
scheme entails for every specific sub-sector in terms of implementation, funding and
benefits.

A recent tweet put out by our Prime Minister sums up the PLI story rather well:




Cabinet decision of PLI scheme for 10
sectors will boost manufacturing, give
opportunities to youth while making
India a preferred investment destination.
This is an important step towards
improving our competitiveness and , ,
realising an Aatmanirbhar Bharat.

- Hon'ble Prime Minister
Narendra Modi
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Production Linked Incentive (PLI)

Scheme

“

Strengthening the vision of Aatmanirbhar Bharat, the
government approves Production Linked Incentive (PLI)
scheme for 10 sectors Revolutionising Make in India, this
will help create jobs, promote exports & make India the

factory of the world. ’ ,

Piyush Goyal
Minister of Commerce & Industry, Railways

The Production Linked Incentive Scheme in Food Processing
Sector will play a transformative role in strengthening food
processing capacities, enhancing value realization for
farmers and increasing industry competitiveness by
attracting significant investments from global & domestic
investors. The impetus provided by the scheme will go a
long way in solidifying India’s position as a major global hub
for Food Processing and fulfilling the vision of Hon'ble Prime
Minister to “Make in India for the world. ’ ’

Sh. Manoj Joshi
Additional Secretary, MOFPI
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Benefits of Production Linked Incentive
(PLI) scheme

The Production Linked Incentive (PLI) scheme contains all the ingredients required to
increase investments, employment generation, domestic value addition, capacity
building and innovation to make India ‘Aatmanirbhar’ or self-reliant.

Benefits of Production Linked Incentive (PLI) Scheme

Tipping point for India’s Driving Exports Towards strengthening our

manufacturing sector . Attract investments, scale vision for ‘Vocal for Local’
up domestic capacity and

« Strengthen our vision of + Provide a level playing field to
boost exports z

Make in India and dormestic sector
Aatmanirbhar Bharat * Key driver in India's * Reduce import dependence

2 rowth stor
- Make India a globally g Y + Boost to MSME sectors

competitive nation « Make India a part of g'Ob?ﬂ
value chain * Unprecedented boost to

« Ensure economies of scale employment generation
in manufacturing sector * Boost to skill India and

create jobs

* Help Leapfrog in
manufacturing sector with
cutting edge technology
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Large-Scale Electronics Manufacturing:
A PLI Success Story

A significant increase in global demand for consumer electronics has given India an
opportunity to attract foreign investments as well as encourage domestic
manufacturers to focus on manufacturing consumer electronics in India under the
flagship ‘Make in India’ initiative of the government.

Under the National Policy on Electronics 2019, which was introduced to position India
as a global hub for electronics system design and manufacturing, the Ministry of
Electronics and Information Technology (MeitY) introduced a Production Linked
Incentive Scheme for large-scale Electronics Manufacturing with effect from April 1,
2020.

PLI scheme extends an incentive of 4 per cent to 6 per cent on incremental sales (over
base year) of goods under target segments that are manufactured in India to eligible
companies, for a period of five years subsequent to the base year (FY2019-20). The
scheme was open for
filing applications till

31.07.2020.

Over the next five
years, the approved
companies under the
PLI  scheme are
expected to lead to
total production of
more  than INR
10,50,000 crore (USD
140.6 Bn). Out of the
total production in
the next five years,
around 60 per cent
will be contributed by
exports of the order
of INR 6,50,000 crore
(USD 87 Bn).

While the PLI

STEP N
Application Process
1. Submission of Application = Applicant
2. Prima Facle Examination = Project Management Agency (PMA)
3. Letter of Acknowledgement (ssued - PMA
» Letter of Acknowledgement to be tasued within 15 working days
post completion of examination
4, Application Appraisal - PMA

5. Application Approval (based on decision of Empowered
Committee and Compeatent Authority) = PMA
* Letter of Approval to be ssued within 5 working days of approval
from Competent Authority

STEP 02
Baseline Determination Process

1. Submission of Documaents to PMA - Applicant

2 Determination of Baseline (within 30 working days from

submission) - PMA

STEP O3
Disbursement Process

1. Submigsion of Claim for Disbursement of Incentive ~ Applicant
2. Verllication of Eligibllity and Assessment of Incentive = PMA

3. Approval of Disbursement Claim (based on decision of
Empowered Committee and Competent Authority) = PMA

4. Disbursement of Funds -~ PMA
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schemes have been recently launched by the government in several crucial sectors of
the economy, it is important to note the impact they are creating on the ground. The
most shining example of the PLI scheme’s success in transforming the domestic
manufacturing landscape of a specific sector can be seen in the large-scale
electronics manufacturing domain, where, within some months of the scheme’s
launch, there has been a significant rise in investments leading to higher job creation
in the sector.

The success of the PLI in large-scale manufacturing sets the perfect precedent for the
food processing industry to witness similar growth and leverage the impetus provided
by the PLI scheme and expand its domestic manufacturing capacities.

For more information, please visit: https://www.investindia.gov.in/schemes-for-
electronics-manufacturing

Sectoral Boost Provided by
Government of India

Below is the list of ten sectors chosen for PLI schemes in India, from which, the food
products sector is the focus area of this paper.

Advance Chemistry Cell (ACC) Battery
Electronic/Technology Products

Automobiles & Auto Components

Pharmaceuticals drugs

Telecom & Networking Products

Textile Products: MMF segment and technical textiles
Food Products

High Efficiency Solar PV Modules

. White Goods (Air Conditioners and LED Lights)

0. Specialty Steel

0w NOo gk~ wN S
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Food Products Sector

Sectoral Brief

India was the sixth-largest food and grocery market in the world in 2018." According
to the latest Annual Survey of Industries (2016-17), food processing accounted for
15.95 per cent of the total number of factories and provided employment to 11.36 per
cent of the Indian workforce. The country has the world's second-highest total food
production along with it being the second-largest producer of fish, rice, wheat, cereals,
fruits and vegetables at the global level. It also has the largest livestock, milk and
millets production globally.

Indian food industry’s output is expected to reach USD 535 Bn by 2025-26. By 2030,
domestic private consumption is expected to develop into a USD 6 Tn growth
opportunity.? If realized, this would make India’s consumer market the third largest in
the world. Thus, the growth potential in the food processing sector in India, is
enormous and largely untapped.

The government has been consistently providing support to the sector in order to
boost their production capacities. To this end, the government approval for 41 mega
food parks (22 operational) and for 324 cold chain projects (through MoFPI's
assistance) with over 8,000 cold storage facilities, will provide a much-needed
impetus to this sector. Furthermore, the recent Essential Commodities (Amendment)
Act, 2020 which allows farmers to sell outside of their ‘mandis’ will also play a crucial
role in strengthening agricultural marketing and boosting farmer incomes as farmers
can now enter a contract with agribusinesses, firms or large retailers on pre-agreed
prices of their produce.

Similarly, the creation and implementation of Electronic National Agriculture Market
or e-NAM, a pan-India electronic trading portal to create unified national market for
agricultural commodities, has been instrumental in consolidating access and ensuring
easier availability of agricultural products for farmers and wholesalers, thus,
improving linkages within the domestic agri- supply chain.

1 https://pib.gov.in/PressReleseDetail.aspx?PRID=1520221

2 https://www.bain.com/insights/future-of-consumption-in-fast-growth-consumer-markets-india-wef/



https://pib.gov.in/PressReleseDetail.aspx?PRID=1520221
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Growth Drivers

o Strong domestic demand:

A.
B.

Changing lifestyle and food habits

Increasing disposable income

e Supply side advantages:

A
B.

High level of agricultural production- large livestock base, wide variety of crops.

Inland water bodies and long coastline that help increase marine production.

Government Initiatives and Policy Support

1. FDI Policy

A.

B.

100 per cent FDI permitted for food processing through the automatic route.

100 per cent FDI under government approval route for trading, including the
same through e-commerce, with respect to food products manufactured
and/or produced in India.

2. Pradhan Mantri Kisan Sampada Yojana

A.
B.

C.

Mega Food Parks
Integrated cold chain and value addition infrastructure.
Creation of infrastructure for agro-processing clusters.

Creation/expansion of food processing and preservation capacities (unit
scheme).

Creation of backward and forward linkages.
Food safety and quality assurance infrastructure.

Human resources and institutions.

. Operation Greens which is a scheme to control the price fluctuation of Tomato,

Onion and Potato (TOP) by promoting Farmer Producers Organizations (FPOs),
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Agri-logistics, processing facilities and professional management. It has been
recently extended to cover 22 perishable crops.

3. Dedicated Investment Targeting and Facilitation Desk (ITFD) at Invest India to
assist potential investors in a structured manner and help frame
policies/strategies for the investment community about opportunities as well as
policies.

4. Nivesh Bandhu: A dedicated investors’ portal aimed at facilitating ease of doing
business and presenting information on raw material availability across the
country, incentives and policies on a single platform.

5. Infrastructure support: 41 approved Mega Food Parks — 22 operational;, 324
approved cold chain projects under MoFPI's assistance.

6. Pradhan Mantri Formalization of Micro Enteprises Scheme (PMFME) for providing
financial, technical and business support for upgradation of existing micro food
processing enterprises.

Mega Food Parks

: Cremica Mega Food Park
Sukhjit Mega Food Park

Patanjall Food & Herbal Park
International Mega Food Park

Himalayan Food Park
Greentech Mega Food Park

North East Mega Food Park
Avantee Mega Food Park

Sikaria Mega Food Park
Indus Mega Food Park -
Zoram Mega Food Park

Gujarat Agro Mega Food Park > Jangipur Mega Food Park

Paithan Mega Food Park MITS Mega Food Park

Indus Best Mega Food Park
Satara Mega Food Park

Smart Agro Food Park
Kinfra Mega Food Park

i’ Govdavari Mega Aqua Food Park

Integrated Food Park ! .

o Srini Food Park
‘s

\

® In Operation (22)
® InProgress (15)
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Levels of processing among segments

FRUITS AND VEGETABLES 2% MARINE

Details of the PLI scheme

PLI schemes will play a major role in achieving the scale of manufacturing India is
aiming for as they incentivize incremental production. This means that the minimum
production in India, as a result of the PLI schemes, is expected to be around USD 520
Bn in the next five years.

On March 31, 2021, the Union Cabinet approved the "Production Linked Incentive
Scheme for Food Processing Industry (PLISFPI)". The scheme which has been in the
pipeline to support creation of global food manufacturing champions commensurate
with India's resources and global standing as well as to further support Indian brands
of food products in the international markets. The tenure of this scheme is six years
beginning financial year 2021-22 to financial year 2026-27. The scheme proposes
financial incentives to modernize and enhance global competitiveness of the food
processing industry by manufacturing specific categories of food products which
have a high potential for growth in output and value addition within India.

Objectives
e Support the creation of global food manufacturing champions;

e Strengthen clusters of Indian brands of food products for higher global visibility
and wider acceptance;

e Increase employment opportunities of off-farm jobs within India;

e Ensuring remunerative prices of farm produce and higher incomes to India’s
farmers.

10



PRODUCTION LINKED INCENTIVE SCHEMES @ INVEST INDIA.GOV,IN

The growth of the processed food industry domestically will lead to better prices for
farmers and reduce the current high levels of wastage in the sector. Specific product
lines having a high growth potential and capabilities to generate medium- to large-
scale employment have been identified for providing support through this PLI scheme.
Base year for calculation of incremental sales would be 2019-20 for the first four
years. For 5th and 6th years, the base year would shift to 2021-22 and 2022-23
respectively.

Eligibility
Eligible entities shall be:

o Proprietary firm or partnership firm or Limited Liability Partnership (LLP) or a
company registered in India.

e Co-operatives; and
e Small and Medium Enterprises (SMEs).

a) A company applying on its own behalf and its subsidiary/ies provided the
applicant company holds more than 50 per cent of the stock of its
subsidiary/ies and that none of such subsidiary company/ies is included in any
other applicant company under the scheme.

b) Marketing federation or apex-level co-operatives applying on behalf of member
unions or member co-operatives in the case of co-operatives.

Applicants are eligible to apply for one or more segments under Category-I. However,
such applicants will be required to make separate applications for each of the product
segments and meet minimum sales and investment criteria for each of the segments
applied for.

The eligibility criteria for the scheme will include factors like minimum sales,
committed investment and will cover- expenditure on branding and marketing
activities abroad. Eligible companies should invest the committed amount till March
31, 2023. Companies must also domestically source all raw materials towards the
manufacturing of finished food products (additives/flavors/colors could however be
imported).

Value addition for MSMEs and ancillaries

As the incentive is based on sales, subject to a minimum investment level, value
addition is inbuilt in the PLI scheme. Further, product-specific incentive is extended
for value added marine products such as canned, battered and breaded, pickles and
sausages. The scheme fully recognizes the role of contract manufacturing and thus,

11
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provides for a comprehensive investment criterion to be met by the food majors and
their contract manufacturers jointly. Small and medium enterprises (SMEs) will also
be supported to manufacture innovative and organic products.

Priority assigned: 7
Implementing Ministry/ Department: Ministry of Food Processing Industries
Approved financial outlay over a five-year period: INR 10900 crore / USD 200 Mn

The PLI scheme shall cover the following products/segments:
o Ready to cook/eat

e Processed Fruits and Vegetable Products

¢ Marine Products

o Mozzarella Cheese

» Free Range-Eggs, Poultry Meat, Egg Products

Scheme Components

Sales based incentives Category lI: Innovative Category lll: Support for
and branding and and organic products of branding and marketing
marketing abroad SMEs abroad

o Ready to Cook/ Ready « All 4 major categories e Product restrictions
to Eat (RTC/ RTE) under the scheme. applicable to category
including millet-based 1 are not applicable
foods. o Free Range - Eggs, here.

Poultry Meat and Egg

e Processed Fruits and Products

Vegetables.

e Product restrictions
applicable to category
1 are not applicable
here.

e Marine Products.

e Mozzarella Cheese.

12
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Category 1

Minimum aggregate - )

Segments sale of food product Minimum investment
(INR Crore) (INR Crore)

RTE/ RTC 500 100

Processed Fruits and 250 50

Vegetables

Marine 600 75

Mozzarella Cheese 150 10 MTPD plant-INR 23 crore

Innovative/Organic products Based on the proposal submitted by the applicant.

of SMEs including FR Eggs,

Egg products, Poultry Meat.

Minimum Eligible CAGR in Sales for Incentives

1. RTC/ RTE Foods 10 per cent
2. Processed Fruits and Vegetable Products 10 per cent
3. Marine Products 5 per cent

4. Mozzarella Cheese 15 per cent

e Penalty of 10 per cent of incentive for Y1 and Y2 if they fail to complete the
investment as committed.

e By the end of Y3, if the committed investment is not completed, the selected
applicant will be taken out from PLIS.

Category 2
e Udyog Aadhar/ Udyami registered.

13
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o Achieved minimum sales of INR 1 crore during 2019-20 for each of the innovative/
organic products proposed to be incentivized.

e Applicants for organic products shall be registered with APEDA for the organic
product proposed to be incentivized.

Category 3

e Only Indian brands are covered for selling food products completely manufactured
in India.

e Branding and marketing shall be undertaken either by the applicant directly or
through its subsidiary or any other agency.

Note: The entire chain of manufacturing processes, including primary processing, of the food
products of the relevant segment applied for coverage under the scheme shall take place in
India. However, for additives, flavours and edible oils, this condition would not apply.

Scale of Incentives

Category |l and II:

Graded incentives to be provided on incremental sales over the base year for six years
ending 2026-27.

2021-22 10% 10% 6% 10%
2022-23 10% 10% 6% 10%
2023-24 10% 10% 6% 10%
2024-25 10% 10% 6% 8%
2025-26 9% 9% 5% 6%
2026-27 8% 8% 4% 4%

e 10 per cent incentive rate for value added marine products for all 6 years.

14
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e **Base year for calculation of incremental sales would be 2019-20 for the first 4
years. For 5th and 6th years, the base year would shift to 2021-22 and 2022-23
respectively.

e Maximum incentive to a company — 25 per cent of segment outlay and minimum
— 5 per cent.

o Branding and marketing: 50 per cent grant, subject to limit of 3 per cent of turnover
or INR 50 crore per year, whichever is less.

Category lll

e 50 per cent of grant, subject to a limit of 3 per cent of turnover or INR 50 crore per
year, whichever is less; subject to spending at least INR 5 crore over 5 years.

Selection Criterion: Category |

Category | Applicants: Selection of applicants on sales and investment criteria will be
based on combined score as given below-

1. Sales of food products of the relevant segment in 2019-
33.3
20
2. Export sales out of (SI No. 1) above 33.3
3. Committed investment* 33.3
Total 100

*The applicant with highest sales, exports and committed investment will receive 7100 marks
for each criterion. Other applicants will be awarded marks in proportion to their sales and
committed investment vis-a-vis the applicant with the highest score.

Selection Criterion: Category Il

Category Il: Innovative Products

15



PRODUCTION LINKED INCENTIVE SCHEMES @ INVEST INDIA.GOV.IN

Criteria Weightage (%)
1. Sale of product sought to be promoted in 2019-20. 25
2. CAGR in sale of product/s sought to be promoted for 3 15

years (2016-17 to 2019-20).

3. Investment made in the last 3 years (2017-18 to 2019-20). | 10

4. Availability of funds for investment in production and 10
marketing (Own fund, Loan, tied up from private equity,
venture capital, angel investors).

5. Assessment of innovativeness/ novelty of products, 40
patent on the product, USP, recognition, if any, special
characteristics, business plan, export potential, scalability,
share of own manufacturing in total sales.

Total 100

Selection Criteria: Organic Products

Weightage (%)
1. Sale of product sought to be promoted in 2019-20. 25
2. CAGR in sale of products to be promoted for 3 years 15

(2016-17 to 2019-20).

3. Investment made in the last 3 years (2017-18 to 2019-20). | 15
4. Availability of funds (tied up from private equity, venture 15
capital, angel investors) for investment in production and

marketing.
5. Assessment of the USP, level of product development, 30

business plan, export potential, scalability, share of own
manufacturing of product in total sales.

16
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Total 100

Selection Criterion: Category Il

Category lll applicants: Selection of applicants will be based on combined
score as given below:

Bid Criteria: Branding

1. Sale* of food products of brand/s sought
to be promoted in 2019-20. Total 10
Exports 10
2. CAGR in sale* of products of brand/s
sought to be promoted for 3 years (2016- | Total S
17 to 2019-20).
Exports 10
3. Branding expenditure 3 years (2017-18 to Domestic + ”
2019-20). Export
4. Level of recognition of the brand in India,
level of value addition, strategy and plan
for production, sales, exports and 45
branding of products in domestic and
export markets.
Total 100

*Sale of own brand “branded food products” to the exclusion of unbranded food
products.

The applicants will be ranked based on aggregate score and number of applicants
selected will be based on allocation of outlay for the component.

17
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For more details on the scheme and relevant state policies, please visit:
https://foodprocessingindia.gov.in/information/details/about-nivesh-bandhu

Ready to Cook/Eat Meals (RTC/RTE)

Ready-to-eat food items refer to convenience foods consumed readily or after
heating. In recent years, the sales of ready-to-eat food products has increased in
India on account of hectic lifestyles and given the on-going pandemic.

Market Opportunity

e The overall ready-to-eat market in India is expected to reach INR 68.47 Bn by 2024,
expanding at a compound annual growth rate (CAGR) of ~16.24 per cent during
2019-2024.

e Within this segment, breakfast cereals are anticipated to witness the fastest
growth levels (19.85 per cent), in terms of revenue, in the 2019-2024 period.

Growth Drivers

Rapid urbanization;

¢ Rising disposable incomes;

e Hectic lifestyles;

o Expansion of ready-to-eat retailers in tier | and Il cities;

e Aggressive marketing campaigns by major companies.

Key Trends

e The major ready-to-eat product segments include breakfast cereals, shelf-stable
and frozen ready meals, and shelf-stable and processed frozen fruits and
vegetables.

e Rapid urbanization, an increasing working population and a rise in per capita
expenditure on cooked food have led to the growth in the number of consumers,
particularly the middle-class populace, in India’s ready-to-eat market.

18
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e In the context of a paucity of time and to avoid the labour- intensive cooking
process and growth in numerous food delivery apps, there has been a high demand
for ready-to-eat products especially among young, urban dwellers
in India.

e The Indian RTE market comprises several major players offering similar products
with little difference in terms of price, quality and taste, which has led to aggressive
competition and marketing strategies among companies.

e Over the past few years, many retail giants like Reliance Retail (Reliance Fresh),
Aditya Birla Retail (More Hypermarket), Avenue Supermart's and Godrej Industries
(Godrej Nature’'s Basket) are opening new retail outlets in tier | and tier Il cities in
the country.

Major Players*

/;7. i,:,
1\ Nt
['TC Limited Good food, Good fife

19
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Processed Fruits and Vegetables
Products

With large capacities, India has a highly decentralized fruit and vegetables processing
industry. Currently, the industry’s retail sales see a 12 per cent value growth and a
seven per cent volume growth as compared to 2018 numbers. The industry was
valued at INR 15.4 Bn (USD 204 Mn) and exhibited a production of 62,900 tonnes in
2019.

Market Opportunity

2nd largest producer of fruits and vegetables: 281.14 Mn MT production.
Produces ~15 per cent of the world's total fresh vegetables.

India is the largest producer of vegetables such as ginger and okra and second
largest producer of vegetables such as potatoes, onions, cauliflowers, brinjal, and
cabbages.

The total horticulture production of India was estimated to be 310.74 Mn (2018-
19).

India is the largest producer of fruits such as Bananas, Papayas, and Mangoes
globally.

4th largest producer of citrus fruits.

Huge opportunity in fruits and vegetables processing in India in the form of frozen
(IQF), canned, pulp, puree, paste, sauces, snacks, dressings, flakes, dices,
dehydration, pickles, juices, slices, chips, jams and jelly.

Significant exports to UAE, Bangladesh, Malaysia, Netherland, Sri Lanka, Nepal, UK,
Saudi Arabia, Pakistan and Qatar.

20
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MAJOR FRUIT

PRODUCING STATES

(NHB 2018-19)

State

Andhra Pradesh
Maharashtra
Uttar Pradesh
Gujarat

Madhya Pradesh

MAJOR VEGETABLE

PRODUCING STATES

(NHB 2018-19)

Uttar Pradesh
West Bengal
Madhya Pradesh
Bihar

Gujarat

Production
(MMT)

16.99
10.77
10.66
9.22
7.54

Production

(MMT)

AN
27.01
17.97
16.53
12.55

@ INVEST INDIA.GOV.IN
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Growth Drivers

» New technologies to reduce wastage levels: Initiatives that help reduce wastage
levels, including adequate infrastructure (cold chains, processing infrastructure),
research and development for processed food and packaging, innovation in farm
preservation systems and skill development/post-harvest infrastructure.

o Fruits and vegetable processing: The fruit and vegetable processing industry
provides a huge opportunity. The current processing levels in fruit and vegetables
stand at a mere two. The opportunity can be explored in the form of frozen (1QF),
canned, pulp, puree, paste, sauces, snacks, dressings, flakes, dices, dehydration,
pickles, juices, slices, chips, jams and jelly.

¢ Innovative farm preservation systems: A large part of the fruits and vegetables
produced in India often go to waste. In order to reduce this waste and increase
shelf life of fresh produce, opportunities in canning, dehydration, pickling,
provisional preservation, and bottling can be explored.

o Processed fruit-based ingredients: Catering to the increasing demand for healthy
alternatives, some fruit-based components for condiments have a vast
opportunity. This also includes fruit-based ingredients for ice creams, yogurt and
beverages.

o Aqua- horticulture: Wetlands present the opportunity to grow various horticulture
crops such as foxnuts. Such wetlands have been created in Andhra Pradesh in
India. Using GIS database technology, opportunities in aqua horticulture can be
explored by understanding the ecology and economy of certain crops.

o Export potential of processed fruits and vegetables: While India only has a one per
cent share in the global market, the acceptability of Indian horticulture products is
rising due to concurrent developments in the areas of state-of-the-art cold chain
infrastructure and quality assurance measures. This presents a huge opportunity
for harnessing the export potential.

Trade Data

¢ India is a major exporter of fruits to the world- The country has exported
4,96,577.72 MT of fresh fruits other than Grapes and Mango to the world for
the worth of 288.07 USD Millions during the year 2019-20.

e Major Export Destinations (2019-20): U Arab Emts, Bangladesh Pr, Iran, Nepal,
Oman

22
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e The country has exported 7,50,111.99 MT of Fresh Vegetables other than Onion
to the world for the worth of 284.28 USD Millions during the year 2019-20.

e Major Export Destinations (2019-20): The major importing countries are U Arab
Emts, Nepal, U K, Qatar, Bangladesh Pr.

Major Players*
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Marine Products

India’s total production of fish and fish production in 2019-20 stood at 14.16 MMT.
About 74 per cent of this total production was contributed by the inland fisheries and
the remaining 26 per cent came from the marine fisheries. India further expects to
achieve a target of about 22 MMT of fish production by 2024-25.3

India, with a coastline of 8118 kilometers, an exclusive economic zone (EEZ) of
approximately 2.02 Mn square kilometers, rivers, and a vast canal network and tanks
and ponds of about 92,00,600 ha, offers a huge potential for the growth and
development of the fisheries and aquaculture sector®. The sector plays a crucial role
in providing food, nutrition, income, and livelihood to the masses. At the primary level,
the sector provides livelihood to about 25 Mn fishers and fish farmers.®

Market Opportunity
¢ Indiais the 2nd largest producer of fish in the world.

e Being the largest shrimp exporting country in the world, India exported frozen
shrimp worth USD 4.43 Bn in 2020-21.

¢ India is the 2™ largest aquaculture producing country and about 68 per cent of
India’s fish production is from aquaculture.

e India is the 4™ largest Fish exporting country and its marine exports in 2020-21
stood at USD 5.96 Bn.

o India’s fish production (74.76 MMT®) constitutes about 7.93 per cent of the global
fish production (7785 MMT).

Growth Drivers

1. Increasing demand

e Fishis an affordable and rich source of protein. With rising population, the demand
for protein is expected to rise simultaneously and the fisheries and aquaculture
sector can play a crucial role in meeting the rising global demand for protein.

3 https://pmmsy.dof.gov.in/

4 Handbook of Fisheries Statistics, Department of Fisheries, Government of India
5 https://nfdb.gov.in/about-indian-fisheries

61n 2019-20

" Data available for 2018
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The global per capita fish consumption has more than doubled since 1961 (from
9.0 kilograms in 719617 to 20.5 kilograms in 2078), moreover the demand in 2030 is
expected to be 18 per cent higher than in 2018.8

India aims at augmenting its fish consumption from 5 to 12 kilograms per capita.’

2. Supply side advantages
India has a rich and diverse set of water resources which further implies diverse
fisheries resources.

10 per cent of the global biodiversity in terms of fish and shellfish species is found
in India.™®

2.02 Mn square kilometers Exclusive Economic Zone (EEZ) and underutilized
inland waters offer high potential for growth.’

3. Gross Value Addition
Contribution of fisheries sector to the agriculture GVA is expected to reach 9 per
cent by 2024-25"2.

4. Export potential
Fisheries exports are expected to more than double to INR 1,00,000 crore (~USD
13.6 Bn) by 2024-25'3,
Boom in brackish water aquaculture continues to translate into soaring seafood
exports.’

Government Schemes, Incentives and FDI Policy

Fisheries and Aquaculture Infrastructure Development Fund (FIDF): Government
of India introduced the Fisheries Infrastructure Development Fund (FIDF) in 2018
with an outlay of INR 7522 crore to encourage private entrepreneurs and fish
farmers to create fisheries infrastructure facilities. As per the scheme, any project
under FIDF is eligible for loan up to 80 per cent of the estimated/actual project cost
and beneficiaries are required to contribute at least 20 per cent of the project cost
as margin money. Also, this scheme offers the option of interest subvention up to

8 http://www.fao.org/3/ca9229en/ca9229en.pdf

9 https://pmmsy.dof.gov.in/

10 National Fisheries Policy, 2020, https://nfdb.qov.in/PDF/National Fisheries Policy 2020.pdf
11 National Fisheries Policy, 2020, https://nfdb.qov.in/PDF/National Fisheries Policy 2020.pdf
12 http://pmmsy.dof.gov.in/

13 http://pmmsy.dof.gov.in/

14 National Fisheries Policy, 2020, https://nfdb.qov.in/PDF/National_Fisheries Policy 2020.pdf
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3 per cent per annum. The maximum period of repayment of loan is 12 years and
the scheme is valid for 5 years starting from 2018-19 to 2022-23.7°

Pradhan Mantri Matsya Sampada Yojana (PMMSY): In 2020, Government of India
introduced the Pradhan Mantri Matsya Sampada Yojana with a substantial
investment of INR 20,050 crores for the holistic development of fisheries and
aquaculture sector in the country. This scheme offers multiple beneficiary
orienting subsidies schemes. The two main components of this scheme are
Central Sector Scheme (CS) and Centrally Sponsored scheme (CSS). The CSS is
further classified into non-beneficiary-oriented scheme and beneficiary orientated
scheme. PMMSY is implemented for a period of five years from FY 2020-21 to FY
2024- 25 in all states/union territories.®

Production Linked Incentive Scheme for Food Processing Industry: The central
sector scheme with an outlay of INR 10900 crore aims at supporting creation of
global food manufacturing champions. The scheme provides incentives for four
major food product segments including marine products such as fish products
(chilled/frozen/dried/salted/brined/ smoked), Crustacean and Molluscs
(Chilled/frozen/steamed/ boiled) and value-added marine products.’”

FDI Policy: India has allowed 100 per cent FDI through automatic route in the
Pisciculture and Aquaculture sector.

Trade Data'®

India exported 11.5 lakh MT of marine products to world in 2020-21, which
accounted for USD 5.96 Bn.

In 2020-21, India’s major export destinations were USA (41.15 per cent), China
(15.77 per cent), EU (European Union) (13.80 per cent), Southeast Asia (11.17 per
cent), Japan (6.92 per cent) and Middle East (4.22 per cent).™

Vizag, Kolkata, Kochi, Krishnapatnam and JNP are the major ports for marine
products cargo in India.

Major seafood exporting items of India are frozen shrimp, frozen fish, frozen cuttle
fish, frozen squid, dried items, live items and chilled items.

15 https://nfdb.gov.in/PDF/FIDF_Final.pdf

16 hitps://[pmmsy.dof.gov.in/#schemelntro

17 https://mofpi.nic.in/sites/default/files/quidelines _plisfpiwithcoveringltr_0.pdf
18 https://mpeda.gov.in/?page_id=5581

19 per centage in terms of Value in USD
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e Due to the impact of pandemic on the seafood sector, seafood exports of India in
2020-21 declined by 6.31 per cent in rupee terms, 10.81 per cent in US dollar value
terms and 10.88 per cent in quantity terms as compared to 2019-20.

e India’s export of marine products has tremendously increased by 109 per cent
since 2010-11 (from USD 2.86 Bn in 2070-117 to USD 5.96 Bn in 2020-27).

Prominent clusters

TOP 5 FISH CONSUMING
STATES IN 2018-20

Manipur

Tripura

Odisha
Kerala

Major Players
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Mozzarella Cheese

Contributing to around 5 per cent of India’s GDP, the dairy and animal husbandry
sector in India collectively employ almost 200 Mn people. In 2020, India produced
198.4 Mn MT of milk that accounted for more than 22 per cent of the world’s milk
production. Besides being the largest milk producing nation in the world, India is
blessed with a huge biodiversity of 43 indigenous cattle breeds and 13 Buffalo breeds.

Market Opportunity

The organised cheese market is estimated around INR 40 Bn in 2018-19.
e The market has been growing at over 10-12 per cent per annum.

o Cheese segment is projected to register 19 per cent CAGR to reach sales of USD
81.5 Bn by 2023.

e Cheese commands a 3 per cent of the total packaged dairy product industry in
India.

e More than half of the Indian cheese consumption is from processed cheese, with
mozzarella being the second most used cheese type.

» India has witnessed an exponential rise in exports of cheese and curd (HS CODE
0406) from 1741.5 Mn in 2016-17 to 2496.9 Mn in 2018-19.

Growth Drivers

o Value Added dairy products segment, of which, cheese is an integral part is the
fastest growing segment.
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Expanding urban middle class and young demography coupled with spread of
quick service restaurants and fast-food chains are driving the market for cheese in
India.

Cheese is forecast to see an 18 per cent current value CAGR (13 per cent at
constant 2020 prices) over 2020-2025.2°

The per capita consumption of cheese in India is very low at 2.4 kilograms per
annum as compared with developed nations such as the United States where per
capita cheese consumption is approximately 20 kilograms per annum. This can
be a huge driver for cheese market in terms of demand-pull growth. 2’

The fast-food sector is growing at close to 30-35 per cent annually and has a bright
growth prospect. This also provides a market for processed cheese.?

Rising urbanization and disposable income will give buyers more power for
consuming value-added products.?

Government Schemes and Initiatives

Government has extended the Dairy Processing and Infrastructure Development
Fund till 2022-23. This will focus on building an efficient milk procurement system
by setting up of processing and chilling infrastructure and installation of electronic
milk adulteration testing equipment at village level. The scheme envisages
providing loan assistance to State Dairy Federations, District Milk Unions, Milk
producers companies, Multi State Cooperatives and NDDB subsidiaries across the
country who are termed as Eligible End Borrowers (EEBs).

The Animal Husbandry Infrastructure Development has been approved for
incentivizing investments by individual entrepreneurs, private companies, MSMEs,
Farmers Producers Organizations (FPOs) and Section 8 companies to establish (i)
the dairy processing and value addition infrastructure, (ii) meat processing and
value addition infrastructure and (iii) animal feed plant. The Animal Husbandry
Infrastructure Development is a central sector scheme under the Prime Minister’s
‘AatmaNirbhar Bharat Abhiyan’ stimulus package for incentivizing with budget
allocation of INR 15,000 crore.

Government has also approved the central sector scheme — Production Linked
Incentive Scheme for Food Processing Industry and the scheme focuses on dairy
products such as Mozzarella Cheese, Ice Cream, Milk-based beverages and Indian

20 Eyromonitor: Cheese in India
21 Assessment of India’s Cheese Sector
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traditional sweets. The central scheme has an outlay of INR 10,900 crore (~USD
1.4 Bn) and will be implemented over a six-year period from 2021-22 to 2026-27. It
is a great initiative of the government for the creation of global food manufacturing
champions.

Trade Data

The organised cheese market is estimated around USD 5.7 Bn in 2018-19.
The market has been growing at over 10-12 per cent per annum.

Cheese segment is projected to register 19 per cent CAGR to reach sales of USD
81.5 Bn by 2023.

Cheese commands a 3 per cent of the total packaged dairy product industry in
India.

More than half of the Indian cheese consumption is from processed cheese, with
mozzarella being the second most used cheese type.

India has witnessed an exponential rise in exports of cheese and curd from 1,741.5
Mn in 2016-17 to 2,496.9 Mn in 2018-19.

Other processed cheese is the most dynamic category in 2020, with current value
growth of 19 per cent leading to sales of USD 3.1 Bn.’

Cheese sees 17 per cent current value growth in 2020 to reach USD 6.7 Bn, while
volumes increase by 9 per cent to 89,200 tonnes.’

The average unit price of cheese increases by 7 per cent in current terms in 2020.

Major Players
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LACTALIS 0

Nestle

Eggs

India boasts of the world’s largest population of livestock and is currently the third
largest egg producer in the world, as per the Food and Agriculture Organisation (FAO)
in 2016. Additionally, India is also the fifth largest producer in broiler production.
Market opportunity

e Opportunity in setting up of Egg powder plants.

e Setting up of modern and automated Hatcheries.

e Technologically advanced poultry processing plants.

Growth Drivers
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Due to higher dietary recommendation, consumer awareness for quality, the egg
industry is expected to grow 5 times by 2030.

In processed poultry, demand has increased by 9 per cent CAGR between 2015-19
while supply side capacity expanded by 17 per cent CAGR.

100 per cent FDI permitted through automatic route for animal husbandry
(including breeding of dogs, fish farming, hatcheries, egg farming aquaculture,
under controlled conditions).

Trade Data

In 2019-20 India produced 114.38 Bn eggs with a growth rate of 10.19 per cent
over the previous year (2018-19).

Egg production has increased by 53 per cent from 2013-14 to 2019-20.

Per capita availability of eggs is 86 eggs/annum in 2019-20 and expected to
increase to 93 eggs/annum by 2022-23.

The value of output for poultry egg sector is USD 4.95 Bn in 2018-19 with a CAGR
of 10.76 per cent during 2014-15 to 2018-19.

India's export of eggs was valued at USD 12 Mn in 2019-20 with major export
destinations being Japan, Vietnam, Indonesia, Thailand, and Philippines.
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Prominent Clusters

TOP 5 EGG PRODUCING STATES:

State Production (%)

Andhra Pradesh 19.]
Tamil Nadu 18.2
Telangana 13.2
West Bengal 8.3
Haryana 5.9

Major players*
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Meat

Poultry production has taken a quantum leap in the last four decades as India boasts
of the world’'s largest population of livestock. Share of poultry and other meat in
household food consumption is expected to increase manifold and with a host of
incentives and initiatives undertaken by the government, this segment is poised for
growth.

Market opportunity

Huge market potential in meat processing and infrastructure amounting to
USD 17- 19 Bn.

Value added meat products and processed meat.

Growing demand and opportunities for setting up of modern meat abattoirs, meat
processing plants and advanced cold storage technology for preserving and
processing meat.

Growth Drivers

Increase in per capita disposable income.
Increasing rate of urbanization from 34 per cent to 37 per cent by 2025.
Large population primarily contributed to the growth of the Indian meat market.

Rising demand for fresh chicken and goat meat in the cities is driving the market
growth.

Investor friendly government schemes like Animal Husbandry Infrastructure
Development Fund (AHIDF) to spur growth in the sector.

Trade Data

In 2019-20, India produced 8.6 MMT of meat that indicated a growth rate of 5.98
per cent over the previous year.

The Indian meat market had total revenues of USD 3,560.0 Mn in 2019,
representing a CAGR of 9.7 per cent between 2015 and 2019.
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e Market consumption volume increased with a CAGR of 4.4 per cent between 2015
and 2019, to reach a total of 555.8 Mn kilograms in 2019.

o Market value to grow with a CAGR of 6.9 per cent over the forecast period reaching
a value of ~USD 5 Bn in 2024. an increase of 39.5 per cent since 2019.

e In 2024, the Indian meat market is forecast to have a volume of 615.5 Mn
kilograms, an increase of 10.7 per cent since 2019.

Prominent clusters

THE TOP 5 MEAT PRODUCING STATES

State Production(%)

Uttar Pradesh 15.1
Maharashtra 126
West Bengal 10.6
Andhra Pradesh 9.6
Telangana 9.3

They together contribute 56.9 per cent of the total meat production in the country.

Major players*
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Conclusion

This paper described the PLI scheme for the food products sector which was recently
approved by the Union Cabinet. The assessed benefit of introducing PLI in the food
products industries will mean that a number of global and domestic companies,
including numerous MSMEs are likely to benefit from the scheme. It is expected to be
instrumental in achieving growth rates that are much higher than existing ones for
food processing and allied industries, develop complete component eco-systems in
India and create global champions manufacturing in India. They will have to meet the
compulsory quality standards for domestic and global markets. The PLI schemes will
also lead to investments in innovation, research and development and upgradation of
technologies developed and deployed by this sector.

This is in addition to PLI schemes for 10 other major sectors of the Indian economy
chosen to spearhead the step towards the vision of “AatmaNirbhar Bharat Abhiyan”.
This scheme has been announced as part of the larger, ongoing campaign by the
Indian government to promote resilience in domestic industries and strengthen their
export capacities to ensure that India becomes an integral pillar in the global value
chains.

The “AatmaNirbhar Bharat Abhiyan” was launched last year by Prime Minister
Narendra Modi in the context of the global coronavirus pandemic that continues to
significantly affect lives and livelihoods. It further led to a growing consensus about
reducing over-dependence on a handful of countries for global supplies and promoting
better capacities in domestic industries so they can cushion against future external
shocks like disasters and pandemics. As a part of the “AatmaNirbhar Bharat Abhiyan,”
the widening of PLI scheme to a vast array of sectors provides immense scope for
Indian manufacturing to bolster and prosper.

As the world continues to grapple with the pandemic while economies reorient
themselves to the new reality, it is clear that the learnings from this pandemic will play
animportant role in deciding the future role of many major countries, particularly those
like India, having both vast potential and populations.

*Please note that Invest India neither recommends nor endorses any company that may have been
mentioned in this report
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o https://plimofpi.ifciltd.com/docs/quidelines/Scheme_Guidelines.pdf

e https://mofpi.nic.in/

e https://pib.gov.in/PressReleasePage.aspx?PRID=1671912

e https://pib.gov.in/PressReleasePage.aspx?PRID=1662096

e https://pib.gov.in/PressReleaselframePage.aspx?PRID=1710134
e https://pib.gov.in/PressReleasePage.aspx?PRID=1715737

o http://dof.gov.in/

o https://www.netscribes.com/ready-to-eat-market-in-india-growth-trends-

challenges-and-key-trends/

e https://www.emis.com/php/store/reports/IN/India_Food_and_Beverages_Se
ctor_Report_20192023_en_674135354.html

e https://static.investindia.gov.in/s3fs-public/inline-

files/Food%20Processing%20sector_White%20paper_v4.pdf

o Handbook of Fisheries Statistics, Department of Fisheries, Government of
India, 2020.
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