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It is a pleasure for me that ASSOCHAM is organizing “2nd National Conference on 
Strengthening Backward and Forward Linkages in Food Processing” on 16th March 
2018 at the Capitol Hotel, Bengaluru. The conclave will focus on the food processing 
sector in India with a view to increase investments, business opportunities and 
employment.

Food processing industry (FPI) in India is a sunrise sector that has gained prominence 
in the recent years. Easy availability of raw materials, changing lifestyles and favorable 

FPI serves as a vital link between the agriculture and manufacturing sectors of the 
economy. Strengthening this link is critical to reduce wastage of agricultural raw 
materials, improve the value of agricultural produce by increasing shelf-life as well as 
by fortifying the nutritive value of the food products and ensure remunerative prices 
to farmers as well as affordable prices to consumers.

Recently, the trend has been towards increasing integration and collaboration across 

by the manufacturers, who are looking to integrate backward and establish linkages 
with both raw material producers and aggregators/ logistics providers.

To plug in the gaps in supply chain, availability of raw material and linkages with the 
market to effectively and seamlessly integrate the backward and forward linkages, 
ASSOCHAM in support with Ministry of Food Processing Industries is planned to 
organize National Conference on “Strengthening of Backward and Forward Linkages in 
Food Processing”  on 16th March 2018 at Bengaluru. 

all the stakeholders. ASSOCHAM extend its earnest gratitude to Ministry of Food 
Processing Industries for supporting this conference. We also thank to Ernst & Young 
for bringing out a very comprehensive study. This extensively researched publication 
will highlight challenges in cold chain sector and the way forward to create a robust 
and strong cold chain industry.

I wish the event a great success but also assume that ASSOCHAM shall continue to 



growth and change in past few years driven by changing trends in markets and 
consumer segments. However, food manufacturers still face a challenging and volatile 
environment. As global market players take their place on the stage and face stiff 
competition in both developed and developing markets, food manufacturers are 

With a vast consumer base that is growing and with a strong base for food production, 
the sector presents a good opportunity for everyone.

India is in a favorable position as a producer to service demand— both of the 
domestic and international market, considering it is one of the largest producer in 
the world1 

If we look at the Indian food industry, there are some clear opportunities for growth in 
the future. However, certain success factors are crucial in realizing the true potential. 

improvement, value enhancement, waste minimization, risk mitigation, institutional 
development, effective marketing, deploying superior technology, product innovation 

increasing demand for food. As a result, the Indian context presents opportunities for 
participation amongst players in farming, infrastructure, storage and logistics, etc. 
to meet the demand of food products both locally as well as the internationally. An 

position in the global value chain.

like to take this opportunity to thank ASSOCHAM for partnering with EY for this 
report.  We thank all the members for their valuable insights and suggestions. This 
paper comprehensively focuses on connecting farms with industry and presents 
certain solutions and approaches that can accelerate the progress. I hope this report 
and the recommendations in it would help in building a better working world for the 
food processing and agriculture sector in the country.

1  http://www.business-standard.com/article/b2b-connect/india-an-agricultural-powerhouse-of-the-world-116051800253_1.html; World Factbook of 
the CIA, 2014 and FAO 



M
essage from

 E
Y

Amit Vatsyayan
Partner, Advisory 

Services,
Ernst & Young LLP



8 Connecting farm and industry: Through value chain empowerment

Executive summary1
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The Indian economy has undergone a structural transition 
from being an agriculture driven economy to an economy 
now driven predominantly by services and manufacturing. 
However, agriculture still contributes about 16.4% of the 
total Gross Value Added (GVA) and continues to support a 
vast majority of the population by providing employment 
opportunities to about 52% of the workforce .

India has a vast diversity of basic natural resources, large 
agriculture sector, complex animal genetic diversity, and 
cost competitiveness, which indicates the immense potential 
the country offers. In this context, the Indian food industry 

because of the vital linkages and synergies that it promotes 
between the agriculture sector and industry/manufacturing 
sector. However, despite being one of the largest producers 
of various food grains and fruits and vegetables, processed 
foods accounts for small proportion of the total food 
production.  

effective supply chain using state of the art techniques is 

one of the strategic priorities to serve the population. This 
focus encourages value addition and simultaneously ensures 
remunerative prices to the farmers. 

vital linkages and synergies that it promotes between the 
agriculture sector and manufacturing sector. A holistic 
approach with focus on 4Vs (higher Value capture, 
maximizing Value creation, Value added services and 
minimizing V
in the entire value chain.  Furthermore, the spread of 
modern organized/convergent retail chains coupled with a 
improvement in back-end infrastructure and establishment 
of cold storage facilities is expected to give a boost to 
the agriculture and food processing industry, thereby 

2  Report on Employment and Unemployment Survey 2011–20122017, Ministry of Labour & Employment.
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regional agricultural products market, generating about 
-

ter China that has generated more than 3 times that of 
India5.

2.1  Agriculture sector in India: An 
overview

has progressively declined due to a high growth rate in 

economic and social fabric remains undiminished.   With a 
contribution of about 16.4% to the total GVA, agriculture and 
allied sectors provide employment opportunities to about 
52% of the workforce3.

The Indian agricultural products market grew by 12.6% year-
on-year in 2016. The agri-product market has generated 
revenues of USD 276.7 billion in 2016 compared to US 
$ 192.2 billion in 2012, representing a CAGR of 9.5% for 
2012-164, indicating a bigger role for Indian agriculture 
products in the global markets in the future.

Introduction2

192.2

2012 2013 2014 2015 2016*

219.8
239.9

9.1%
2.4%

12.6%

245.7

276.7

Source: Marketline

Source: Marketline

Figure 1: Indian agricultural products market value  
(2012-16)  

agriculture products by value, 2016

 3 Report on Employment and Unemployment Survey 2011–20122017, Ministry of Labour & Employment.
 4

 5

Cereals constituted the largest segment of the agricul-
tural products market in India in 2016, with total reve-
nues of USD 126.9 billion and a market share of 45.9% 
followed by oil crops, vegetables and fruits which gen-
erated revenues of USD40.9 billion, USD 38.8 billion 
and USD 28.1 billion respectively. 

56.5%
18.0%

2.9%
1.7%

0.3%

20.6%

China India Japan South Korea Taiwan Rest of Asia Paci c
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Although the sector has been growing at a strong rate in 
recent years, crop production is still highly dependent on the 
monsoon, as about 53% of the sown agricultural area in the 
country is dependent on rain- fed irrigation. This is evident 
from the fact that the higher growth rate in the sector 
registered during 2016-17 than the previous two years was 
due to normal monsoon (the growth rates of agriculture and 

Source: Marketline

Figure 3: Indian market segmentation by value (USD 
276.7 billion), 2016

 6 Economic Survey of India 2017-18, Volume II.

allied sectors have increased from 1.5 % in 2012-13 to 4.9 % 
in 2016-176). Additionally, prices of agriculture commodities 
in India are not driven by the free market, as countless 
conditions prevent traders from dealing outside of their local 
areas and certain crops are massively subsidized meaning 
that prices can often be rather separate in India as compared 
to what might be expected globally. 

Several crucial interventions in the form of institutional, 
technological and policy factors have anchored the position 
of Indian agriculture from being a net importer to self-
reliant one. Some of the key drivers impacting the value 

geographical location, growing area under irrigation, 
use of new and improved varieties of seeds, government 
support through introduction of new schemes such as 
Pradhanmantri Gram Sinchai Yojana, Paramparagat Krishi 
Vikas Yojana, Sub - Mission on Agricultural Mechanization 
(SMAM), AGRI-UDAAN program and increased minimum 
support prices for key agricultural commodities. These 
developments have brought about a positive change in the 
relationship between the producer and the end consumer. 
The production of agricultural commodities is more globally 
extensive today than ever before, starting from suppliers of 
inputs to agricultural production or through the processing, 
distribution and sale of agri-food products. 

45.9%

14.8%

14.0%

10.1%

4.1%
3.5%

7.6%

Cereals Oilcrop Vegetables Fruits Roots and Tubers Sugar Other
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3.1 Current scenario

The shape of the global food industry is constantly changing and evolving, thereby laying more emphasis on the 
key themes of health, convenience and value. The major driving force behind the global food industry is increasing 
consumer demand for a variety of high value  foods and convenient or ready to eat/cook processed foods.  Also, as 
consumers are actively trying to live healthier lifestyles, food retailers are being forced to tailor their products and 
services to the present day consumer. Developed markets are characterized by high demand for processed food. 
Although there has been continued innovation in global, regional and local supply chains and delivery capabilities, 
the online-only grocery business model remains challenging. Also, the demand for natural and organic products has 
led to increased competition within the retail space at the global front. 

Trends in agriculture 
and food processing 
in India

3

Carbohydrate 
Staples

Africa (Sub Saharan)

Dairy, meat,
egg, sugar

Surviving Mass Market Convenience,
Snacking

Quality,
Hygiene

High 
Technology

Snacks, Prepared
meals

Convenience
foods

Diet, functional,
organic foods

India, China, Latin America

North America, Japan, Western
Europe, Australia

Eastern Europe

Figure 4: Evolution of global food demand

Source: MOFPI and EY Analysis



13Connecting farm and industry: Through value chain empowerment

proportions in the U.S., Mexico, Asia and elsewhere. Various branches of the U.S. government are getting strict with food 
producers over nutrition and the responsibilities and ethical issues inherent in the production and marketing of food. Many chain 

example. Snack food makers are likewise offering more and more reduced fat items. Different legislative measures are being 
taken by governments of various countries to ensure food safety and to promote the food processing industries owing to its huge 
growth potential.

Figure 5: Trends in Indian food retail market

Indian food and retail 
market is projected to 
touch USD482 billion 
by FY 2020

The Indian agriculture and food industry are 
closely connected industries

India is one of the key food producers In the 
world, with the second largest arable land 
area (156.43 million hectares)

India is the largest producer of spices, 
pulses, milk, tea, cashew and jute; and the 
second largest producer of wheat, rice, fruits 
and vegetables, sugarcane, cotton and 
oilseeds

The strategic geographic location and prox-
imity to food importing nations favour India 
in terms of exporting processed foods 

As per the estimates for FY15, food 
and retail market in India stood at 

USD258 billion

Food processing Industry in India

Ranks 5th

In terms of production, consumption & 
exports

In FY15,  Food processing contributed to 

17+% GDP share
through manufacturing

Organized sector has around

60% share 
in the food processing sector

By 2024, food processing sector is 
expected to countrywide  employ

9 Million

Source: MOFPI, Directorate of Statistics, Indian Council of Agricultural Research (ICAR), Business Standard
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Although the consumption of processed foods in developed 
countries is very high, the growth rate observed for 

essential nature of food processing industries, the impact 
of recent global recession on it was minimal. The global 
giants in food processing industries, who dominated world 
consumption in value terms, are facing competition from 

policies to encourage the home grown food processing 
sector. While developing countries like India and China are 
seeing expansion in retail markets due to urbanization, 
higher disposable income and life style changes are 
stimulating the demand for convenience foods. Developed 
countries on the other hand have seen more demand for 
health oriented foods (organic foods, fat free foods, trend 

to fresh juices) and hygiene driven packaging.7 This also 

traceability and contamination free foods. In developing 
countries, emphasis is not so much on such stringent 

life style which has resulted in expanding markets for fast 
foods and beverages. 

The food processing industry is characterized by intense 

distribution. The global economic recession had less effect 
on the food processing industry than other industries due 
to rising demand for pre-packaged food. The industry is 
becoming increasingly automated, and is therefore seeing a 
decline in labour costs.

1

2

3

4

-

While growing population, favorable demographics and rising income levels are expected to be key 
drivers in developing countries, rising health consciousness and increasing need for convenience 
foods are expected to drive growth in developed countries.

Global packaged food market by 2020 will be a USD3.03-Trillion 
Industry

Geographically, North America is the largest market in the 
current scenario, followed by Europe, APAC and LAMEA

 ranks as the fastest CAGR of 5.4% during 
2015-20, primarily driven by the growing per capita incomes 
and increasing health awareness

China and India
growth for packaged food products

Figure 6: Trends in Global food retail market

Source: World Packaged Food - Market Opportunities and Forecasts, 2014 - 2020

As the food processing industry is undergoing rapid 
expansion, specialized knowledge and targeted research 
are necessary to move forward. Constantly evolving 
technological approaches must be integrated in a time-

eye on consumer perception and acceptance of processing 
equipment and practices. Collaboration with high-tech 
partners will allow the food processing industry to capitalize 
on technical savvy, and share research and development 

3.2  Role and signi cance of food 
processing in India

India is one of the largest producers as well as consumers of 
several food grains, fruits and vegetables, dairy products, 
marine products, meat and poultry. It holds the second 
largest arable land in the world and has 127 agro climatic 
zones, as well as 46 out of the 60 types of soil. It is the 
largest producer of milk, tea, pulses, cashews and mangoes, 
the second largest producer of fruits and vegetables, 
wheat, sugarcane and rice and the third largest producer of 

8 With presence of a large agriculture sector, abundant 
livestock and cost competitiveness, India has the potential to 
become a major sourcing hub of processed foods9. However, 
despite being one of the largest producers of various food 
grains, fruits and vegetables, processed foods account a for 
small proportion of the total food production.

Historically, developed countries such as the United States 

 3 Health and Wellness sector: Euromonitor,
 4 MOFPI annual report 2013 and EY analysis
 5 Indian Foo dindustry, IBEF, 2017
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have been the largest producers of food products. However, 
there has been a slight shift in recent times, with China,  
Russia and India increasing their production capacities.

vital linkages and synergies that it promotes between the 
agriculture sector and industry/manufacturing sector. 
Growth in food processing sector and the development along 
the value chain is crucial for the agriculture sector to achieve 
favorable terms of trade, both in the domestic as well as 

• Reduction in wastages and  post-harvest losses

• Enhancement of shelf life 

• Increment in farm gate prices

• Increment in income level of farmers

• Value addition to food products

• Improvement in food security

Therefore, there is an urgent need to boost the food 
processing industry considering its vast potential to be 
the driver of economic growth of the country in the near 
future.  The government of India has launched several 
infrastructure development schemes to spur investments 
in the industry. The domestic investment in infrastructure 
for food processing coupled with FDI is expected to further 
strengthen the industry. Over the past few years, the food 
processing industry has emerged as a sunrise sector due 
to its increasing contribution to the GDP, employment and 
investment.

3.3  Production and export of major 
agricultural commodities in India

Apart from clean water, access to adequate food is the 
primary concern, which makes agriculture one of the largest 

trade, but also for the security and health of its population. 
It is not surprising that countries like China and India feature 
prominently on the lists of top agricultural producers. These 
countries have large populations and internal food security 
is the major priority, that is, producing enough to feed a 

internally, though, and the list of the top exporting countries 

on the quantity of agricultural production and major 
commodities exported

There are two major agricultural seasons in India: Kharif and 
Rabi. Kharif season lasts from April to September (summer), 

crop. Total food grain production in the country was 275.68 
million tonnes in FY17. As of September 201710, the country 
has produced 134.67 million tonnes of food grains. 

India ranks second in global production of fruits and 
vegetables and is a leading exporter of mangoes and 
bananas. The country also exports grapes in a large quantity 
across the world. During FY 05-17, horticulture production 
in India grew at a CAGR of 5 %. Production of horticulture 
crops like vegetables and fruits is likely to touch a record 
305.4 million tonnes (mt) in 2017-18. 

• Agriculture plays an 
important role in the rural 
development of the country 

• It is an essential link in 
the supply chain of the 
manufacturing sector

• 

force is still dependant on 
agriculture for its livelihood

• High proportion of 
agricultural land (157 million 
ha). Diverse agro-climatic 
conditions encourage 
cultivation of different crops

• The green revolution 
promised much, but its 
impact on land degradation, 
vanishing biodiversity and 
health is the subject of much 
discussion 

• Organic farming is gaining 
much vogue today because 
it is practised with the 
use of natural resources 
and without affecting the 
environment

• There is a growing need for 
institutional intervention 
and support for small and 
marginal farmers

• Investment opportunities to 
increase in agriculture, food 
infrastructure and contract 
farming

• An average Indian 
household spends 
almost half of their total 
expenditure on food

• Being both a source of 
livelihood and food security 
for a vast majority of 
low income, poor and 
vulnerable sections of 
society, its performance 
assumes greater 

economy

• 

processing is expected to 

future fuelled by sustained 
economic growth and 
steady urbanisation

• It is estimated that around 
30% of the produce is 
lost due to inadequate 
infrastructure for post-
harvest treatment, packing, 
storage and transportation

• The demand for processed 
fruits and vegetables is 
lower in India mainly on 
account of higher costs that 
can be attributed to higher 

supply chain with lot of 
intermediaries, absence 
of cost-effective latest 
technologies for processing, 
infrastructural bottlenecks 

BottlenecksRole Current trend

 10 As per 4th advance estimates, Ministry of Agriculture
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factors such as level of chemical contamination in fruits 
and vegetables, quality of fruits (especially in terms of their 
taste, texture and wholesomeness). However, at the same 
time, factors such as lack of quality packaging adhering to 
health and hygiene regulations of developed countries, lower 
quality of processed foods due to lack of access to expensive 
high technology and high cost of raw material due to lack of 
physical and marketing infrastructure severely impede the 
potential of Indian exports of processed foods.

India is is one of the top 15 leading exporters of agricultural 
products in the world. Total agricultural exports from India 
grew at a CAGR of 8.25% over FY10-17 to reach USD 
15.64 billion in FY16-1711. Agricultural exports from India 
were valued at USD 11.33 billion during 2017-18 (April- 
November). The contribution of agriculture to total export 
was 12.26 % in FY17
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Figure 8: Export of major agricultural commodities from India
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India exported Basmati rice worth USD3.25 billion during 
FY17 and USD 2.61 billion in April-November 2017. Marine 
products and buffalo meat are the next largest export 
items in terms of value, they accounted for 26.8% and 
5.76%, respectively of total agricultural exports in 2016-
17. Buffalo meat exports reached USD2.76 billion during 
April-November 2017. Guargum meat emerged as major 
export commodity, the value of exports rose at a CAGR of 
6.88% over FY10 -16. Total agricultural exports from India 
increased to USD33.78 billion in FY17.12

In India, the marketable surplus of agricultural commodities 
has shown a healthy and growing trend13. This has 
progressively moved Indian agricluture from being a 
subsistence enterprise in the pre-green revolution period to 
a market-oriented, commercial production, with increased 

is needed to enable fast and effective movement of goods 

11 INDIA EXPORT STATISTICS, APEDA
12 Ministry of Agriculture, APEDA and IBEF 
13 Agricultural statistics at a glance, 2015
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Figure 9: Average annual growth rate of ready-to-eat meals in major countries (2003-08)

14 USDA economic research Services, IMAP
15 Ministry of agriculture and Annual survey of industries 2014-15
16 Opportunities in Food Processing Sector in India

from producers to consumers. Further, there has been 
a substantial increase in output coming from high-value 

and animal products, bringing about a sea of change in the 
basket of agricultural production in India. Hence there is a 
need to ensure that the farmers and present day consumer 
segments have adequate access to marketplaces, facilities 

and risk mitigation.

3.4 Food processing sector in India
The food processing sector has seen substantial growth 
in developing economies with increase in GDP, per capita 
income and the resultant changes in lifestyle. However, 
growth drivers of the food industry in developed countries 
are different from those in the developing countries. While 
growing population, favorable demographics and rising 
income levels are expected to be key drivers in developing 
countries, rising health consciousness and increasing need 
for convenience foods are expected to drive growth in 
developed countries. The advantages of food processing 
include greater food consistency, longer shelf life, reduction 
of wastage, removal of toxins, reduction of food borne 
diseases and cheaper food.

With the increasing health concerns and consciousness, 
consumers nowadays are opting for healthy ingredients with 
no additives or preservatives. Pre-processed food requires 
very little preparation efforts and therefore have gained 
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more demand in developed markets globally. Another im-
portant aspect is to improve hygiene in food processing, for 
which different measures are being taken by governments of 
various countries to ensure food safety. Thus, packaging of 
processed food products has become an important step to 
ensure safety and hygiene of food products.

rising demand for convenience foods, mainly in emerging 
economies. Consumption of convenience foods is increasing 
due to consumer preference for cheaper, ready-to-eat foods 
amid the slowdown and an increasing urbanization rate. 
For example, retail sales of ready meals in India and China 
grew 26.9 % and 11.8 % respectively from 2003 to 200814 

compared to a meagre 2.8 % in the US and 2.0 % in the UK. 

increasingly adopting a globalized sales model to tap into 
emerging markets. The food processing sector of India 

in operation and third in terms of output. The industry has 
witnessed a growth of 7.1% during 2013-1415, much higher 
than the growth in agriculture sector and at par with the 
manufacturing sector. Strategic geographic location and 
proximity to food-importing nations makes India favourable 
for the export of processed foods. However, processing of 
various sub segments of food in the country is very low as 
compared to other developed nations. The overall processing 
level of perishable products – India (approx 10%), USA (80%), 
Malaysia (80%), France (70%), Thailand  (30%), Australia 
(25%)16.

Source: USDA Economics Research Services, IMAP
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The food processing industry is characterized by the presence of several small and unorganized manufacturing units. These 
small units often use obsolete equipment and machinery and face production and hygiene related issues. Overall, only few 
manufacturing units set up by large corporate or MNCs which produce high quality and premium processed foods use state of the 
art machinery and implement the requisite safety and quality standards. 
 
India witnesses nearly 4.6-15.9% wastage in fruits and vegetables annually, due to lack of modern harvesting technologies 
and cold chain infrastructure. Moreover, the processing levels in fruits and vegetables currently stands at close to 2%. The 

processing facilities, research and development and skill development. 
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As per MOFPI, the statewise allocation of funds (GoI share for implementation of NMFP is indicated below). Under this, the 
state governments have been empowered to receive, sanction and release funds for all the new applications as per the 
12th plan guidelines of Technology Upgradation Scheme of Mission. The eligible sectors for setting up of food processing 

the Scheme.

Figure 10: Registered no. of food processing industries in India 18

Figure 11: State-wise allocation of funds (GoI Share) for implementation of National Mission on Food 
Processing under 12th FYP

According to Annual Survey of Industries17 (ASI), the total number of registered food processing factories in the country 

for 25% of the total registered food processing units followed by Tamil Nadu (14%), Telangana (10%), Maharashtra (8%) 
and Punjab (7.5%). Major industries constituting food processing sector are grains, sugar, edible oils, beverages and dairy 
products.

17 Annual survey of industries 2014-15
18 Annual survey of industries, 2014-15

12
2.

55

98
.0

9

85
.9

8

82
.4

5

62
.6

6

60
.7

8

60
.4

5

58
.3

8

56
.9

2

55
.5

4

47
.4

5

45
.8

1

43
.3

8

38
.0

1

32
.4

9

0.00

20.00

40.00

60.00

80.00

100.00

120.00

140.00

Al
lo

ca
tio

n 
(in

 IN
R

 c
ro

re
s)

State-wise allocation of funds (GOI share) for implementation of 
National Mission on Food Processing under 12th FYP 



19Connecting farm and industry: Through value chain empowerment

agriculture sector of India during the last four years, i.e., 
2013-14 to 2016-17 (till September 2016) was USD250.48 

during 2015-1619. According to the data provided by the 
Department of Industrial Policies and Promotion (DIPP), the 
food processing sector in India has received around USD7.54 
billion worth of FDI during the period April 2000-March 
201720. 

Some of the major investments in this sector in the recent 
past are21:

• Global e-commerce giant, Amazon is planning to enter the 
Indian food retailing sector by investing USD515 million in 

of Food Processing Industries, Government of India

• Parle Agro Pvt Ltd is launching Frooti Fizz, a succession 
of the original Mango Frooti, which will be retailed across 
1.2 million outlets in the country as it targets increasing its 
annual revenue from INR2800 crore (USD0.42 billion) to 
INR5000 crore (USD 0.75 billion) by 2018

• US-based food company Cargill Inc., aims to double its 
branded consumer business in India by 2020, by doubling its 
retail reach to about 800,000 outlets and increase market 

which will help the company be among the top three leading 
brands in India 

• Mad Over Donuts (MoD), outlined plans of expanding its 
operations in India by opening nine new MoD stores by March 
2017

• Danone SA plans to focus on the nutrition business in India, 
its fastest growing market in South Asia, by launching 10 
new products in 2017, and aiming to double its revenue in 
India by 2020

• Uber Technologies Inc. has launched UberEATS, a food 
delivery service in India, with investments made across 
multiple cities and regions

The Confederation of Indian Industry (CII) estimates that the 

sector is still to be realised and has the potential to attract as 
much as USD33 billion of investment over the next 10 years 
and also to generate employment of nine million person-days.
There is a strong need to promote FDI inlow in agriculture 
sector in Indian economy to improve agriculture productivity 
and streamline it with manufacturing and services sector, 

sector in Indian economy. The aim of FDI needs to be 
towards attracting investments in technology, machinery, 

Figure 12: Key drivers
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equipments, seeds/ planting material, warehousing and cold 
storage and other infrastructure logistics. It complements 
public and private investments necessary to bring knowledge, 
value chain technologies and services to farmers.

3.5 Key drivers
With a population of over 1.21 billion as per Census 2011, 
India is the second most populous country in the world. It 
has an estimated 250 million middle class households and a 
large proportion of population in the active age group. The 
agriculture and food processing industry development is 
relatively closely linked with the development of upstream 
industries such as farming that supply the raw material / 
ingredients. In view of such characteristics of industrial 
structure, promoting a mutual / converged linkage is a sound 
direction for development. 

Rising disposable income, increasing urbanization and higher 
consumer spending are major factors driving the demand 
for processed foods in the country. Consumers increasingly 
prefer non-traditional or processed foods as hectic lifestyles, 
rising number of nuclear families and population of working 
women is leading to increased demand for convenience. 
The spread of modern organized/convergent retail chains 
coupled with a improvement in back-end infrastructure and 
establishment of cold storage facilities is expected to give a 
boost to the agriculture and food processing industry thereby 

19

20 DIPP report, Ministry of agriculture, GOI and IBEF 
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4.1  Agriculture value chain in India: 
An overview

For India, strategic advantages including diverse agro-
climatic zones, varied soil types and a vast irrigated area, 

agri-producer22. Further, exponential increase in domestic 
demand for healthier, safer and convenient processed food 
has resulted in 20 to 30% growth across categories such as 
value-added dairy products, ready-to-east/ready-to-cook 
segment, breakfast cereals, confectionery items and fruit 

is relatively closely linked with development of several 
upstream industries such as farming that supply raw material 
/ ingredients. This has led to the food processing industry 
in India, emerging as an attractive investment opportunity 
for domestic as well as foreign investors mainly due to the 
gamut of opportunities that it offers, the huge potential that 
it has for further growth, availability of strong government 

incentives and the implementation of various central and/or 
state government plans and schemes. 

At present, a large part of the agriculture value chain 
comprises primary processing of commodities with 
very limited value addition. Several of these buinesses 
are operating at small margins because of  cost plus 
pricing method of setting prices for goods. In order to 
strengthen their businesses there needs to be a shift 
in focus to forward and backward integration to bolster 

Forward and  
backward linkages4

their margins. Additionally, there is also a need toward 
secondary processing with unique value addition in order 
to differentiate the product in the market.  Different food 
processing companies are following different business 
operating models and their choice of value chain segment 
plays a critical role in determinging the success of that value 

value chain which still dominates the agriculture marketing 
in India.

Recently, the trend has been towards increasing integration 
and collaboration across players in the value chain, to garner 

manufacturers, who are looking to integrate backwards and 
establish linkages with both raw material producers (farmers) 
and aggregators/logistics providers. These links have led 
to two new models which have been implemented in the 
sector: contract farming and terminal markets. For example, 
a large Indian conglomerate has invested with a strong 
focus on setting up of e-chaupals for direct procurement of 
raw material for its wheatf lour (atta) and spices business. 
They have developed good presence across value chains for 

are involved in contract farming for potatoes to procure 
a particular quantity of raw material for their products. 
Through contract farming, they are providing the required 
extension services, seeds, fertilizers and other inputs to 
farmers so that it sources the desired quality of the produce 

scheme has been conceptualized and introduced as a new 
item under NHM, which is being implemented in a PPP mode.

22 MOFPI
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Production Distribution/ Aggregation Domestic and international 
market

Farmer

Contract 
farming

Village 
commission 

agent

Trader / 
Transporter

Market 
commission 

agent

Wholesaler
/ Trader/ 
Exporter

Local 
vendor

Local shops

Retailer

Supermarket

Intermediate 
processor

Consumer

Final 
processor

Other marketing companies

Pre-production

Input suppliers

Banks and 
private lenders

Farm machinery 
suppliers

Business 
services

Pre-
production 

input supply
Production

Distribution 
and 

marketing

Industrial 
processing

Post-
production

Figure 13: Traditional agri-value chain in India

Source: EY Analysis 

Fragmentation in land 
holding and continuous 
availability of raw mate-
rials to FPI units

Subscale farm sizes ~ 1-2 Ha, farmer indebtness, 70 % rainfall 
dependent and seasonality is affecting the continuous supply 
of raw materials

Huge levels of wastage 
due to poor infrastruc-
ture across supply 
chain is impacting 
productivity

Limited organized presence and infrastructure gap in the 
procurement and supply chain leading to wastage, low value 
add, price-build up and poor food quality and safety

Incremental approach, 
multiple regulations for 
food safety laws

Implementation bottlenecks in food safety laws for the food 
processing sector, as the food sector is been governed by a 
multiplicity of laws under different ministries 

Lack of adequate 
skilled/ trained 
manpower

Competitiveness of food industry impacted due to strong 

skilled, semi-skilled and unskilled workers

Poor scaling and 
integration with 
stakeholders

unregistered FPI units) was promoted with a view to foster 
employment inclusion, it has constrained growth in output, 
quality and productivity 

Poor demand in 
potential foreign 
market due to obsolete 
technologies in use

Use of traditional technologies, resulting in low processing 

and poor post harvest management has affected the demand 
from potential global markets

Key issues and challenges in the agri-value chain of commodity
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Large burger chain and potato farming success in Gujarat

family-owned global supplier, and a seller of own-brand wedges, fries and tikkies, that has taught farmers here to 

They entered  India in 1998 and worked on potatoes in Punjab, Haryana and Uttar Pradesh but found the cold 
weather inhibiting weight gain and adding sugar (which caramelizes and turns fries dirty brown). West Bengal, like 
Gujarat, has the ideal climate, but plot sizes are too small for contract farming, so it gave up trials about three years 
into the process.

be replenished as evaporates from soil and transpires through leaves. Farmers lavished nitrogenous fertilizer to 
make up for the nutrient leaching through the sandy soil. High humidity brought pest and fungal attacks. 
They persuaded farmers to use sprinklers, cutting water and nitrogen use by a third. They are commonplace now, 
aided by government subsidies, and eight-hour rationed power supply to the farm grid. How long the sprinklers 

Abu (in Rajasthan), and the other at Himmatnagar in Sabarkantha district. Through phone calls and text messages, 

storages. They began contract farming in 2006 with four farmers and 16 acres in Badgam village. Today, 900 of 

most of which is mopped up from within the vicinity. 

In November, at the beginning of the potato season, farmers sign a contract pledging to supply at least 10 times 

detailed schedule of farming practices, written in Gujarati, is provided for each variety of potato. Agronomic advice 
is also available on call. Farmers get seed spuds for half the price, the rest is deducted from the sale price. If farmers 
default, post-dated cheques are encashed. 

Farmers start with the large burger chain and move on within a few years, after they get a hang of the art. Often 
they grow for multiple buyers.

An amalgam of factors—a law that allows farmers to sell directly rather than through mandis, a choice of buyers, a 
rash of cold storages incentivized by subsidies and regular power supply, a network of good rural roads and access 
to information on the internet and the mobile phone—has given farmers better control over their lives.

the reason for not having any other major players entering Gujarat market with similar model, despite this model 
being easily replicable elsewhere with any crop. Abolition of this cess may spur such investments. 

,
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India has huge potential for a high and sustained growth in the agriculture and allied sectors, considering that there is 
huge untapped potential along the value chain. Thus, there is an urgent need for the forward and backward integration 
to act as a catalyst and key enabler for the industry to succeed.

Source: FICCI

The success of a commodity value chain depends on various factors– business services avaliable, convergence in input supply and 

or export markets.

There are supply side advantages too- India has favorable climate for agriculture due to which a wide variety of crops are grown 
here. Also, presence of large livestock base aids the dairy, meat and poultry sector as do the inland water bodies and long 

advantage to the exporters.

Case study: Large organized retailer

Structure and functioning • 

associations with farmers and wholesale buyers in various markets across the 
country

• �
its members and procurement

Integration of market linkages • �
of cash and carry semi-wholesale and retail stores

• 

Constraints before intervention • �
remaining produce of farmers

• Locational disadvantage to traders, inconvenient auction timings and grading 
procedures
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Provision of 100% FDI in processed 
food products (except for items 
reserved for medium and small 
enterprises)
Specialised infrastructure such as 
agro-export zones, mega food parks
Opportunities for harvest and 
post-harvest loss reduction (espe-
cially in fruits and vegetables) which 
is very high at present

incentives and provision of invest-
ment linked tax incentives
Contract farming
Investments in food processing 
infrastructure through PPP
Strong domestic demand

Lack of primary processing, storage 
and distribution facilities
Inadequate or weak linkages 
between processor and producers
Lack of processable varieties in agro 
products, fruits and vegetables– 
availability of raw materials
Seasonality and low capacity utilisa-
tion
Lack of implementation/meeting of 
food quality, safety standards and 
traceability issue (usage of chemi-
cals and pesticides beyond threshold 
limits)
Poor product development and 
innovation

Opportunities Challenges

The existing supply for farm produce involves multiple stakeholders resulting in multiple handovers 
leading to post-harvest loss and increased costs. Hence backward integration through direct 
procurement and reducing wastage are the key opportunities in which ITC and Reliance have 
already invested

Backward 
integration

Integrated supply 
chain and value 
chain

Ensuring good quality produce entails investments in technology and ability to sustain a long  
gestation period for the harvest. Good quality production also results in better quality of processed 
fruits. Hence there is a need to establish backward linkages with the farmers. There is a need to 
addressing the current gaps in the value chain as well as leveraging on the various advantages the 
country provides

Success factors Opportunities

Technology
Demand, forecasting stock-out factors, sourcing ef ciency, product visibility in value chain are key 
factors in optimising processes across the value chain of an agriculture commodity. Some of the 
latest technologies which can be leveraged include RFID, Blockchain, Analytics, SAP, etc.

Although there has major impetus for investments in providing quality infrastructure for storage, 
transportation, etc. it is still at a nascent stage in implementation, leading to sizeable losses in 
value chain, especially in case of perishables like fruits and vegetables. Future group, Walmart, 
Adani have in-house supply chain operations

Support 
infrastructure

Most of the processing units are export oriented and hence their penetration levels in the domestic 
market are low. India has a large untapped customer base and even a small footprint in the 
domestic market would enable the player to gain signi cant volumes

Market
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However, despite having huge potential for growth and 
presenting various attractive investment opportunities, 
the food processing industry faces some major challenges 
at various levels– right from procurement and provision 
of primary infrastructure facilities at farm level to lack of 
processed foods and product development and innovation. 
The linkages between processors and producers are still 
weak (with the exception of certain products such as wine– 
where grape farmers have joined hands together to set up 
their own wine manufacturing units). There is also a lack of 

to the farmer due to which the farmer is unable to cater 

to the needs of the market/processors. Also, certain food 
crops, fruits and vegetables being seasonal in nature, i.e., 
their availability is limited to a certain time of the year, raw 
material availability becomes a major constraint/challenge 
leading to lower capacity utilization of food processing units.
 
Furthermore, there is a lack of implementation of the 
requisite international food quality and safety standards 
which thereby limits scope of expanding in the export 
market. Product development and innovation in food 
processing is also poor thereby limiting the growth of the 
industry. 

4.2 Overcoming value chain gaps
The food value chain in India is different from many other markets like the U.S. due to unique consumption pattern in the country 
and presence of both organized and unorganized players. As a result, consumption at the retail level consists largely of non-
processed products or food with very limited processing in key categories like fruits and vegetables, meat and poultry, dairy, 
grains and pulses. The difference in the Indian market is driven by both demand and supply driven factors:

Consumption behavior

• Indian consumers prefer to procure food in unprocessed and fresh form and then convert it into a 
consumable form through the food preparation process either in homes or restaurants.

• This is distinct from many other countries where consumers prefer to purchase more ready-to-eat 
foods.    

Wider availability
• Most food products in India, like fruits and vegetables and milk, have a wide availability across the 

country, which is very unique to India. 
• This leads to lower need for packaging and preserving food

Limited evolution of 
food processing in 
India

• These differences lead to multiple challenges like higher wastage, limited opportunities for food 

• The food processing industry thus has a much wider role in Indian context. 

Farming and other 
food production

• Increasingly, the food processing companies are strengthening their backward and forward integration 
through initiatives like agriculture extension services, direct procurement, value chain development, 
etc.

• This will drive higher productivity in the farming sector and improve quality and safety.

Procurement

• 

• Higher involvement in procurement will also help improve price realization for farmers by reducing 
intermediaries and thus lowering price build-up through elimination of non-value adding stakeholders 
and activities

Supply chain
• The increasing role of the food processing industry can help accelerate investment in storage and 

transport capabilities, thereby lowering wastage levels, improving nutrient retention during storage 
and transportation, and enhancing shelf life of products. 

Analyse the challenges in the value chain 
through the 4V Framework23

To meet the several challenges along the agriculture value 

4V framework provides a construct in this regard to organize 
value chain interventions in four thematic areas, wherein the 
central purpose is unlocking value for the farmer: 
• Thematic Area 1: Reducing Value loss for the farmer through 

minimizing wastage

• Thematic Area 2: Enhancing Value creation by ensuring 
higher proportion of marketable surplus is processed

• Thematic Area 3: Higher Value capture for the farmer 

• Thematic Area 4: Value added services for the farmers for 
increasing crop productivity and reducing cost of production 
through better inputs, extension and technology 

chain frameworks in delivering the best value with the 

the 4V framework and high impact interventions have been 
proposed from amongst the choice set to ensure the highest 
effectiveness translating into best value chain interventions 
in delivering the desired outcomes.

23 EY Proprietary Framework  

Input Process Output Outcome Impact

Ef ciency EffectivenessEconomy

Value for Money
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Strengthening linkages in agri-value chain

The focus on improving competence of agriculture and allied sectors encompasses activities and processes to create a strong 
brand for agricultural and allied products. Instead of cost based competing model in agricultural and allied products, the new 

higher sectoral value creation. Enhancing the market linkages and providing information and communication technologies (ICT) 
enabled agri-marketing systems is a critical step towards adding value in pre and post-harvest phases. Development of terminal 
market complexes is one such initiative taken by government of India in strengthening the market infrastructure, to encourage 

collection centers.

As the agriculture sector has been the cornerstone for food processing industry, strategic importance is required for post-

art techniques it one of the strategic priorities to serve the population with value added food while simultaneously ensuring 
remunerative prices to the farmers. Exploiting local, regional and international demand for agri and allied produce, food 
products, and strengthening supply chains will pave the way for a robust agro-industrialization model.
The problems in the value chain and prospective solutions can be understood through the 4V framework developed by EY. This 
framework deals with the problems at each stage, namely: 

• Production

• Harvesting and collection

• Processing and packaging 

• Marketing distribution

The solutions are based accordingly on four basic principles, or the 4Vs:

PRODUCTION
HARVESTING AND 

COLLECTION
PROCESSING AND 

PACKAGING
MARKETING 

DISTRIBUTION
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demand driven cropping
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Figure 14: Agriculture proposition-EY’s 4V Framework

Source: EY framework 
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Solution framework for Value chain development and strengthening linkages through the 4V 
framework

Minimizing Value Loss

Higher Value Capture

Maximizing Value Creation

Value Added Services for farmers

• Promote production of  in-demand varieties and grades

• Improve supply chain and storage infrastructure to cut down wastage

• Crop planning like techniques

• Sorting, grading and packing know-how for fresh product retailing 

• Creating FPOs (like Producer Companies) which have part ownership of supply chain and enabling them to form market 
linkages with end buyers

• Promotion of out grower model between buyers and FPOs farmer members to minimize market risk for the farmer

• Establishing processing and marketing infrastructure for farm produce through private investments leveraging government 
support

• Attracting big brands, retailers, etailers and promoting local brands/ entrepreneurs with the ability to export and market 
large quantities of available surplus after processing as strategic partners with the farmers to help maximize the “processed to 
produce ratio”

• Sustainable farming techniques together with enhanced use of high quality climate resilient and pest resilient crops for 
improved productivity 

• Enhanced availability of credit and insurance products for farmers

• Ecosystem development for service oriented Agri-preneurs 

• State level institution for market development and regulation 

• Economic and market information and intelligence services (EMIS) including Price information mechanism for farmers

• Establishment and operations of Project coordination unit (PCU)

• Setting up of monitoring and evaluation (M&E) system 

A successful Farmers’ Producer Company in Odisha

The Success Story: Setting the ball rolling

• They have operations in over 60 villages with 3,600 member farmers with an estimated turnover of  INR 4.32 Crore

• They have also launched its own brand and is  marketed under a registered brand name 

• EY facilitated tie ups with major retail chains, Hotels , Markets, Udyan Fresh outlets (Delhi, Kolkata etc.) resulting in 50% 
better price realization for produce by members 

• 

• EY coordinated with the Department of Horticulture and agriculture specialists to initiate kharif onion cropping 

• 

• Members have also adopted multi-cropping for more income per land parcel

• They offers margin and repayment support (if required) to farmer members to avail agricultural credit

• The FPO not only helps in developing existing watersheds also promotes new watersheds, thus creating employment 
opportunities to local people

• Shed net houses (4,000 square meter area) for 25 progressive farmer members  developed with a 70% subsidy from 

Few successful examples are as follows:
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Creation of a unique brand and e-commerce Platform in MP

A famous homegrown food conglomerate for Assam

Some of the interventions undertaken  
by EY are: The Big Impact

Sustainability and Pro tability of 
two FPO’s in Ratlam

Assistance in Incorporation of 8 
new FPO and mobilizing 
approximately 8000 farmers

Facilitated supply to processing 
units being set up in 50 Hectares 
of Horticulture Hub in Khargone
district with backward linkage.

Market Linkages of potato, onion, 
green chilli, tomatoes of INR 10cr 
with corporate buyers

Facilitated in preparation of 
business plan with annual turnover 
of INR 20cr in stable state in 4-5 
years’ time. 

Capacity Building towards 
preparatory activities for market 
linkages such as sorting, grading 
and packing- for all impacted 
farmers.

Marketing1

2

Horticulture Resource Centre 
at Ratlam

Warehouse and cold storage
Collection centre and  Primary 
processing units
Seed infrastructure (for 
handling, processing, packing, 
storage), Weighbridge and 
dispatch section
Quality control / Analysis lab

Infrastructure

Creation of a unique brand and 
e-commerce platform for the 

FPO

• 

• Humble origins in a tea stall in 
Mangaldoi in 1931 

•  Started a confectionery and bakery 
unit called “Repose” in 1943

• 

wholesale food trading

Origins
• 

• Evolved into an integrated food 
sector player with food retail units, 
processed food manufacturing 
plants, restaurants and others

• Has emerged as a conglomerate 
employing about 2500 people

• Contract manufacturing units for 
Horlicks, Brittania, ITC and others 

Growth
• 

• Britannia cake manufacturing unit 
has a capacity of 22 tonnes a day – 
one of the largest in India

• 

several other ingredients

• Procures 2.1 lakh eggs a day 

• Procures approx. INR 1.5 Cr worth of 
raw material supplies per week (i.e. 
approx.  INR 70 Cr per year) for just 
cake manufacturing,

• About 95% of supplies from outside 
of NER

Opportunity for Assam
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Government  
initiatives5

5.1 Schemes implemented by GoI
The government of India has been undertaking some 
effective policy and regulatory measures to ensure effective 
and seamless backward and forward integration for 
processed food industry by plugging the gaps in supply chain 
management, availability of raw material and linkages with 
the market.

5.1.1 Scheme for Creation of Backward and 
Forward Linkages24

The scheme is being undertaken by the Ministry of Food 
Processing Industries to provide effective and seamless 
backward and forward integration for processed food 
industry by plugging the gaps in supply chain, availability of 
raw material and linkages with the market. This is applicable 
for all perishable horticulture and non-horticulture products 
and would enable linking of farmers to processors and the 
market for ensuring remunerative prices for agricultural 
products.

This scheme also provides for setting up of primary 
processing centers/collection centers at farm gate and 
modern retail outlets, ensuring connectivity through 
insulated/refrigerated transport. It is being implemented 
by agencies/organizations like government, PSUs, joint 
ventures, NGOs, cooperatives, SHGs, FPOs, private sector 
and individuals.

5.1.2 Scheme for Agro-Marine Processing 
and Development of Agro-Processing 
Clusters (SAMPADA)25

The government of India launched SAMPADA for the period 
2016-20 with an allocation of INR6,000 crore to supplement 
agriculture, modernize processing and decrease agri-
waste. The scheme is an umbrella scheme incorporating 
ongoing schemes like mega food parks, integrated cold 
chain and value addition infrastructure, food safety and 
quality assurance infrastructure with new schemes like 
infrastructure for agro-processing clusters, creation of 
backward and forward linkages, creation/expansion of food 
processing and preservation capacities.

The objectives of the scheme include:

• Development of modern infrastructure to encourage 
entrepreneurs to set up good processing units based on 
cluster approach

• 

seamless backward and forward integration of processed 
food industry

• Creation of processing and preservation capacities

• Modernization/Expansion of existing food processing units

• Provide employment opportunities in rural areas and result in 
doubling of farmer incomes by 2022Reduce the wastage of 
agricultural produce

• Increase the processing level and enhancing export of 
processed foods

• Ensure availability of safe and convenient processed foods at 
affordable prices to consumers

24  “Scheme for Creation of Backward and Forward Linkages”, MoFPI website, http://mofpi.nic.in/Schemes/scheme-creation-backward-
and-forward-linkages, accessed 22 February 2018.

25 “SAMPADA”, PIB website, http://pib.nic.in/newsite/PrintRelease.aspx?relid=161512, accessed 22 February 2018.
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5.1.3 National Horticulture Board (NHB)26

The scheme is expected to leverage investment of 
INR31,400 crores, handling of 334 lakh MT agri-produce 

generate 5,30,500 direct/indirect employment opportunities 
by 2019-20.

NHB was set up by the government of India in April 1984 
under the Societies Registration Act 1860 having its 
headquarters at Gurugram.
 
National Horticulture Board implements programs as 
sub-scheme of Mission for Integrated Development of 
Horticulture (MIDH). The list of NHB schemes are:

• Development of Commercial Horticulture through Production 
and Post-Harvest Management of Horticulture Crops

• Capital Investment Subsidy Scheme for construction/ 
expansion/ modernization of cold storages/storages of 
horticulture products

• Technology Development and Transfer for Promotion of 
Horticulture

• Market Information Scheme for Horticulture Crops

• Horticulture Promotion Services / Expert Services

Strategies

interventions
and

Value 
enhancement

Increasing 

Waste 
minimization Risk 

mitigation

Support 
institutions

Output 
improvement

Figure 15: Objectives of National Horticultural Board

26

2018.

Schemes and
programmes

Scheme for creation of 
backward and forward linkages

Scheme for Agro-Marine 
Processing and Development 
of Agro-Processing Clusters 
(SAMPADA)

Policy

National Horticulture Board

National Agrculture Market 
(NAM)

Draft National Food Processing 
Policy

Legal

Model Agriculture Produce 
Marketing Committee (APMC) 
Act, 2003

Draft Model Contract Farming 
Law

The aims and objectives of NHB are enumerated below:
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5.1.4.  Agriculture Produce Marketing 
Committee (APMC)

APMC is a statutory market committee constituted by a state 
government under the APMC Act. The Ministry of Agriculture 
formulated a model law on agricultural marketing- State 
Agricultural Produce Marketing (Development and 
Regulation) Act to promote investment in marketing 
infrastructure, thereby facilitating a national market. The 
salient features of the Act include27:

• 

of agri-processing and agricultural exports and to lay down 
procedures and systems for putting in place an effective 
infrastructure for the marketing of agricultural produce

• There will be no compulsion on the growers to sell their 
produce through existing markets administered by APMC. 
The farmer will not be eligible for election to the APMC in 
such a caseProvision made for direct sale of farm produce 

• Provision made for the establishment of consumers/ farmers 
market to facilitate direct sale of agricultural produce to 
consumers

• Provision made for the purchase of agricultural produce 
through private yards or directly from agriculturists in one or 
more than one market area

• PPP in the management and development of agricultural 
markets in the country for post-harvest handling, cold 
storage, pre-cooling facilities, pack houses etc.

• Prohibition of commission agents in any transaction

a draft model of the Agricultural Produce and Livestock 
Marketing (Promotion and Facilitation) Act, 2017, which 

provides for progressive agricultural marketing reforms, 
including setting up markets in private sector, direct 
marketing, farmer-consumer markets, de-regulation of fruits 
and vegetables, e-trading, single point levy of market fee, 

warehouses/silos/cold storage as market sub-yards and 
Market Yards of National Importance (MNI)28.

5.1.5. National Agriculture Market (NAM)29 

NAM is an electronic trading portal networks the existing 

agricultural commodities.
NAM Portal is a single window service for all APMC related 
information and services that includes commodity arrivals 
and prices, buy and sell trade offers, provision to respond to 

agriculture products continue to happen through mandis, an 
online market portal for such produce reduces transaction 
costs and information asymmetry. 

online trading platform, both, at state and national level, 
streamlining of procedures across the integrated markets, 
removes information asymmetry, promotes real time price 
discovery based on actual demand and supply, promotes 
transparency in auction process, access to a nationwide 
market for the farmer and online payment and availability 
of better quality produce at more reasonable prices to the 
consumer.

In the FY 2017-18, e-NAM has been expanded from 250 to 
585 APMCs. They will be provided assistance for creating 
primary processing to cleaning, grading and packaging. 
e-NAM market will have primary processing facilities, which 
will result in easier and direct procurement of raw material 
by the processing units and retail leaders, thereby increasing 
the income of farmers.

27

28  “Agriculture Produce Market Committee”, PIB website, http://pib.nic.in/newsite/PrintRelease.aspx?relid=169385, accessed 22 
February 2018.

29  “About NAM”, NAM website, http://www.enam.gov.in/NAM/home/about_nam.html, accessed 22 February 2018.
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5.2 Other initiatives30

Apart from the schemes and policies mentioned above, the GoI has been taking some proactive measures and initiatives to 
ensure forward and backward integration in the food processing sector.

S# Initiative Possible Outcomes
1 Creation of special fund of INR200 

crores in NABARD
Availability of affordable credit to mega food parks and food processing units

2 Excise duty on machinery reduced 
from 10% to 6% 

This resulted in reduction of cost of investment and enhancement of viability of 
the food processing projects

3 Food and agro-based processing unit 
and cold chain infrastructure have 

activities for priority sector lending

This resulted in availability of additional credit for food processing activities and 
infrastructure 

4 Service tax on pre-conditioning, 
pre-coding, ripening, waxing, retail 
packaging and labelling of fruits and 
vegetables exempted in cold chain 
projects

This enhanced the viability of cold chain projects and thereby increasing 
investment opportunities

5 Permitting 100% FDI in retail trade 
including e-commerce of food 
products manufactured and/or 
produced in India

This leads to better investment opportunities in India

6 Excise duty on refrigerated containers 
reduced from 12.5% to 6%

This led to reduction in cost and increase in viability of food processing projects

7 Draft model law on contract farming The draft model law on contract farming was uploaded on MoFPI website for 
public consultation on 23rd December 2017. The law on contract farming will 
result in back ward integration of the food processors with farmers and attract 
investment in post-harvest management activities

8 Draft National Policy on Food 
Processing

This will provide road map for holistic development of food processing sector, 
growth and management of supply chain to create employment opportunities 
and well-being of farmers

9 World Food India Summit, 2017 The World Food India Summit was organised from 3rd to 5th November to 

in supply chain for inclusive development

10 Mega food park It aims at providing a mechanism to link agricultural production to the market 
by bringing together farmers, processors and retailers so as to ensure 

creating employment opportunities particularly in rural sector

11 Agro processing cluster Effective backward and forward linkages are created by linking groups of 
producers/ farmers to the processors and markets through well-equipped 
supply chain consisting of modern infrastructure for food processing closer 
to production areas and provision of integrated/ complete preservation 
infrastructure facilities from the farm gate to the consumer

12 Food safety and quality assurance 
infrastructure

For the interest of consumer safety and public health, there is a need to ensure 
that the quality food products manufactured and sold in the market meet the 
stringent parameters prescribed by the food safety regulator

Budget 2018-19 Announcements

13 Develop and upgrade existing 22,000 
rural haats into Gramin Agricultural 
Markets (GrAMs)

These GrAMs, electronically linked to e-NAM and exempted from regulations of 
APMCs, will provide farmers facility to make direct sale to consumers and bulk 
purchasers 

14 Agri-Market Infrastructure Fund Agri-Market Infrastructure Fund with a corpus of INR2000 crore will be setup 
for developing and upgrading agricultural marketing infrastructure in the 
22000 GrAMs and 585 APMCs 

15 Organized cultivation of highly 
specialized medicinal and aromatic 
plants

Budget allocation of INR200 crore was set aside for organized cultivation of 
highly specialized medicinal and aromatic plants 
Organic farming by Farmer Producer Organizations (FPOs) and Village 
Producers
Organizations (VPOs) in large clusters, preferably of 1000 hectares each will be 
encouraged.

30  “Policy Initiatives by the Government in the Food processing sector Year-wise”, PIB website, http://pib.nic.in/newsite/PrintRelease.
aspx?relid=159807, accessed 22 February 2018.
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Way forward6

growth and changes over the past few years, key drivers 
being the changing trends in markets, consumer segments, 
policy changes and regulations. These trends, such as 
changing demographics, growing population and rapid 
urbanization are expected to continue and will shape 
the demand for value added products and thus for food 
processing industry in India. Also, the various successful 
examples of forward and backward integration impacting the 
value chain of agriculture commodity in a positive manner 
has shown that the objectives can be met. 

The Government of India has also ideated and implemented a 
number of initiatives to improve agribusiness conduciveness 

are acting as enablers boosting the domestic business 
environment. The central and state governments need to 
work together by executing convergent policies to further 
strengthen the agriculture sector.

However, certain success factors are crucial in reaping the 
true potential. These include yield/ productivity potential, 

value enhancement, waste minimization, risk mitigation, 
institutional development, effective marketing, deploying 
superior technology and product innovation and pricing. An 
immediate focus on effective implementation on these lines, 

A well-integrated/converged supply chain and a successful 
marketing strategy with investments in the most attractive 
segments and states is key to competitiveness to success in 
this sector.
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Figure 16: Strategies and interventions
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