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Abstract - India is known for its multi agro climatic zone, thus producing a wide  variety of farm produce, which provides 
necessary impetus for food processing  industries to sustain and thrive. A well developed agro and food processing sector 
will reduce wastages, ensure value addition, generate additional employment, earns foreign exchange and ultimately leads to 
better socio – economic  condition of millions of farm families. Thus the growth of this sector would be critical for 
accomplishing the 4% average annual growth rate of agriculture . This agriculture growth rate may also be considered as a 
pre –requisite for achieving the overall target of 9% growth rate for Indian economy. The recurring nature of food  inflation 
in the country has also brought in sharp focus ‘supply side’ constraints which points to the need for increasing agricultural 
production. At the same time it is equally important to save each grain produced by reducing the wastage. This would 
improve farmer’s income and economic viability of agricultural operations.   
 
Keywords - Food processing, Value addition, Convenience food, sunrise sector 
 
I. INTRODUCTION 
 
The agriculture sector is and will remain central to 
India's economic security in the foreseeable future. 
As the largest private enterprise (~138 million farm 
families) in India, agriculture contributes nearly 15% 
of the national GDP and engages about 50% of the 
workforce. Therefore, almost half of the workforce in 
India still remains dependent on agriculture. Given 
the low share of this workforce in the GDP, on 
average, it earns much lower income poorer than its 
counterpart in industry and services. Hence growth in 
agriculture and allied sectors remains a 'necessary 
condition' for inclusive growth.But farm output 
growth has been rather tardy – a mere 2.2 to 2.3 per 
cent average for the last 10 years.  In other words, 
incomes in the hands of nearly 60 per cent of the 
population eking out a living on farm and related 
activities have not grown.  Agrarian crisis is visible. 
This leads to rapid migration of rural folks into urban 
and semi-urban areas in search of livelihood.  
Compared to other leading countries in the world, 
availability of arable area is much lower in India 
(arable area Sq.M. percapita in India in 2015 was 
1582, USA -2028, Russia. 16476), but employment in 
agriculture as  per cent of total employment is 57.4 
[USA – 15.6, Russia 1.6] and share of GDP is 23 per 
cent [USA 8%, Russia 1.%] and rural population as a  
per cent of total population is 72 per cent [USA 37%, 
Russia 22%]. These facts highlight the significance of 
agriculture sector in our economy even in the 
globalized era. 
Government has taken several measures to strengthen 
credit flow to agriculture, higher budgetary support to 
irrigation projects and rural infrastructure. Over the 
years, food and agriculture subsidy has been 
increasing.  Experts treat subsidy as a persistent 
malady affecting the fiscal health of the economy. 
The government’s present policy is to declare 

minimum support price or central issue price of 
agricultural produce whenever the market price is 
unremunerative.  All these measures are not new and 
have been impacting agriculture for past decades but 
problem of agriculture still remains. The crux of the 
problem is how to ensure   outcomes from outlays? 
How to benefit farmers and save them from distress? 
and how to make Indian agriculture globally 
competitive ? The practical remedy would be to 
ensure remunerative price of the agricultural produce 
by making it more marketable by the simple device of 
processing it, packaging it and prolonging its 
durability. 
The desired growth of India’s agriculture and allied 
sector in general and economic prosperity of rural 
farmers in particular are achievable only with an 
effective integration and synergy between agriculture 
and agro based industries. Food processing adds 
value, enhances shelf life of the perishable agro food 
products, encourages crop diversification and ensures 
remunerative market price of the agricultural produce 
by making it more marketable. The use of appropriate 
processing technology for surplus production of 
cereals, fruits, vegetables, milk, fish, meat, poultry 
etc. extensive  Research and Development in 
innovative food technologies and better marketing 
conditions both inside and outside the country would 
ensure backward and forward linkage benefits to the 
Indian small and marginal farmers.  It is estimated 
that this sector, due to its linkage effects, has the 
largest employment generating potential per unit of 
investment. Food processing coupled with profitable 
marketing has the potential of solving the basic 
problems of agricultural surplus, unnecessary and 
unwanted wastage, rural urban disparity in the field 
of development, disguised unemployment and 
poverty in rural areas by ensuring better remunerative 
prices to the small and marginal farmers. 
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Food processing industry has also a bright future due 
to India’s demographic environment.  India has 
relatively young population with close to 55% of 
population in the age group of 20-29 years.  This 
group is also high in consumption and this trend is 
expected to provide a further boost to the growth of 
consumption in India.  Increase in the number of 
working women, increase in nuclear double income 
families and also the process of urbanisation are some 
other factors that stimulate the demand for processed 
and convenience Food. Economic liberalisation and 
rising consumer prosperity is opening new 
opportunities for diversification in food processing 
sector.  This sector is widely recognised as a sunrise 
industry in India having huge potential for uplifting 
agricultural economy, creation of large scale 
processed food manufacturing and food chain 
facilities and the resultant generation of employment 
and export earnings.  India has also enormous growth 
potential from its current status of being the world’s 
second largest food producer to the world’s number 
one producer in the coming years.These produces, if 
processed and marketed smartly, can make India a 
leading food supplier of the  world.  But the dismal 
picture is that we currently processes only a smaller 

portion of the available agro produce.  Following 
table elucidates this fact. 

 

Item 

Level of 
processin

g in 
organized 

sector 

Level of 
processing 

in 
unorganize

d sector 

Total 
processin

g 

Fruits and 
Vegetable
s 

1.2% 0.6% 1.8% 

Dairy 
products 15% 22% 37% 

Meat 21%  21% 
Poultry 6%  6% 
Marine 
fisheries 1.7% 9% 10.7% 

Shrimps 0.4% 1% 1.4% 
Dairy 15 20 30 

Source: Cygnus Report, Indian Food Processing Sector, 2015 
 

Table 1 
Level of Processing in Food Processing Sector in India 

 
Food Processing Industries in India- Performance and Prospects. 
This section provides a brief description of the food processing sector in terms of its contribution to country’s 
Gross Domestic Product (GDP), export and also in the scenario of employment generation. 
 
a) Contribution to GDP 
 

Contribution of food processing Industries to Gross Domestic Product 
at 2004-05 Prices(Rs.Crore) 

S.No Description 2011-2012 2012-2013 2013-2014 2014-2015 
 

 GDP at Factor Cost of which 41,58,676 45,16,071 49,18,533 52,47,530 
1 GDP-Agriculture* 5,88,757 5,92,110 6,47,305 6,82,016 
2 GDP-Manufacturing 6,56,302 7,30,435 7,95,152 8,54,098 
3 GDP-FPI 60,378 58,752 67,508 82,o63 
 (Growth%)     
4 GDP at Facto Cost 6.7 8.6 8.9 6.7 
5 GDP-Agriculture* -0.1 0.6 9.3 5.4 
6 GDP-Manufacturing 4.3 11.3 8.9 7.4 
7 GDP-FPI 5.3 -2.7 14.9 21.6 
 Share of FPI in GDP(%)     
8 GDP FPI as a share of  GDP in 

Agriculture* 
10.3 9.9 10.4 12.0 

9 GDP FPI as a share of  GDP in 
Manufacturing  

9.2 8.0 8.5 9.6 

Source: National Accounts Statistics:2016*Excludes Forestry and Logging 
GDP: Sum of GVA(value of output less the value of input used up in the process of production) of all resident 
producer units of the economy during the reference period.  
 

Table-2 
 
Performance of the sector has improved significantly 
in the recent years.  Manufacturing sector was 
generally growing at a higher rate than food 

processing industry till 2012-2013.  But in the year 
2014-15 the food processing industry registered a 
record growth rate of 21.6%. 
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b) Contribution to employment 
It has been observed that the employment potential of 
the food processing sector is much higher than other 
sector.  For instance, an investment of INR 10 billion 
generates employment for 54,000 people in the food 
processing sector, jobs for 48,000 in textiles and 
employment of 25,000 people in the paper industry.  
There is also fourfold generation of indirect 
employment in auxiliary and other downstream 
activities on account of investment in this sector.  It is 
also one of the major employment intensive segments 
constituting 12.13% of  employment generated in all 
registered factory sector in 2014-15.  As per the latest 
Annual Survey of Industries, the total number of 
persons engaged in registered food processing sector 
was 17.77 lakhs.  During the last five years ending 

2014-15, employment in registered food processing 
sector has been increasing at an Annual Average 
Growth Rate of 3.79%.  Unregistered food processing 
sector provides employment to 47.9 lakh workers as 
per the NSSO 68th Round, 2013-14. 
 
c) Contribution to export. 
 India’s food processing industry is primarily export 
oriented.  The country’s geographical situation gives 
it the unique advantage of connectivity to Europe, the 
Middle-East, Japan, Thailand, Malaysia and Korea. 
During the year 2015-201 the value of processed food 
export was US $ 37.79 billion constituting 12.1% of 
India’s exports.  The trends in India’s export of 
processed food and related items is indicated below. 

 
Exports of major processed food and related commodities from food processing sector 

Sl.No Exports 
2014-2015 2015-16(p) 2015-2016(p) 

(US $ Million (%)Growth 
 

(%) share 
 

Total Exports 3,00,401 3,12,621 4.07 --- 

 Exports-FPI, of 
which 36,212 37,798 4.38 12.1 

1 Marine products 3464.08 5014.89 44.7 13.3 
2 Rice-Basmati 3564.04 4866.33 36.54 12.9 

3 Meat and meat 
preparations 3291.98 4481.35 36.13 11.9 

4 Rice other than 
Basmati 2651.97 2875.67 8.44 7.6 

5 Cashews 746.97 842.39 12.77 2.2 
6 Fresh Vegetables 605.23 842.30 39.17 2.2 
7 Fresh Fruits 607.79 726.76 19.57  

Source: DGCI&S, Kolkata; P: Provisional results 
 

Table-3 
 
The significance of this sector can also be ascertained 
from the benefits that it can confer to the different 
sections of the society 
 Better yield and revenue and reduction in the risk 

of finding out the profitable marketability of the 
produce are the benefits conferred to the farmers. 

 As far as consumers are concerned they have 
greater access to different varieties of product. 

 Impact on the local economy-Most of the agro 
industries are based in rural and semi urban 
regions and these  economies provide both 
required raw materials and labour for these 
processing units.  Thus its setting up boost the 
local economy through income and its cascading 
effect on the economy.  The food  processing 
industry typically has an output multiplier of two 
to four on GDP as seen in several countries.  The 
output multiplier  for a sector defines the 
additional outputs in an economy generated due 
to its cascading effect of outputs of the primary 
sector.  For example $ 1 billion growth in the 
food processing sector could translate in to 
additional GDP growth of $ 2-4 billion from 

adjacent sectors in the food value chain.  In the 
context of India also case studies suggest 
significant impact of food processing on local 
ecosystems. 

 Role in wastage reduction: the wastage of food 
items is  a  significant issue especially in the case 
of perishable items.  The processing and value 
addition units can play an important role in 
providing the necessary  infrastructure for 
storage and handling. 

 
CONCLUSION 
 
Indian economy has undergone tremendous 
transformation from one that was characterized by 
food shortages, famines and droughts struggling to 
attain self sufficiency in food into a net exporter of 
food products in the international market.  India has 
an outstanding competitive  edge in food processing 
being blessed with unsurpassed natural advantages, 
plentiful sunshine, variable soil texture, varied agro 
climatic conditions.Food processing is considered to 
be a sunrise sector because of its large potential for 
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growth and socio economic impact. It not only leads 
to income generation but also helps in reduction of 
wastage, value addition, foreign exchange earnings 
and enhancing manufacturing competitiveness. 
Product differentiation through processing is a 
profitable venture and employment generation and 
satisfaction of the basic needs of the entire population 
form the primary importance of the food processing 
industries in developing countries. In a country such 
as India, under nourishment of sizeable chunk of the 
population is aggravated on account of the wastage of 
food due to the lack of processing, insufficient 
storage and export facilities and by poor exploration 
of domestically available food products. A properly 
developed agro and food processing can make India a 
major player at the global level for marketing  and 
supply of processed food.  
 
REFERENCES 
 
[1] Abbott John C. (1994), “Agricultural Processing Enterprises: 

Development Potentials and Links to the Smallholder” 
International food research institute. 

[2] Alagh, Y.k, (1995),’Agro-Based Industrialization in India’, in 
Harish Nayyar and P. Rama Swamy (eds), Globalization and 
Agricultural Marketing.  

[3] APEDA (2002), Comprehensive Study on the Dehydration 
and Freeze Dried Industry and its Export Potential, 
Agricultural and Processed Food Products Export 
Development authority, 
http://www.apeda.com/apeda/qarlic.him.  

[4] Badatya, K.C (2003), ‘Income and Employment Effects of 
Small-Scale Agro-Processing Activities’, Indian Journal of 
Agricultural Economics, Vol.58, No.3 

[5] Birthal, P. S., Joshi P.K. and Gulati A. (2005). “High Value 
Food Commodities and Vertical Coordination in India: 
Implications for Stallholders”.  International Food Polciy 
Research Institute (IFPRI), paper present at the Symposium 
“Toward High-Value Agriculture and Vertical Coordination: 
Implications for Agribusiness and Stallholders” National 
Agricultural Science Centre, Pusha, New Delhi, 7 Match 
2005. 

[6] Dev, S. Mahendra and Vijay Mahajan (2001), Transforming 
the Rural Economy in Andhra Pradesh: Role of the Non-farm 
Sector, Paper prepared for the Workshop on Rural 
Transformation in India: Role of the Rural Non-Farm Sector, 
New Delhi September 19-21. organized by the planning 
Commission, Government of India, Institute for Human 
Development,.  The World Bank and DFID, UK. 

[7] Devi, P.I. Marketing of Fruits and Vegetables in Kerala.  A 
Participatory management approach Rediscovering- Co-
operation (ed. Rajagopalan R.) Co-operatives in the 
Emerging Context.  Institute of Rural management, Ananad, 
1996 

[8] Kachru.R.P. (2006), “ Agro-Processing Industries in India – 
Growth, Status and Prospects”, Indian Council of Agriculture  
Research, New Delhi. 

[9] Manjumdar, Kakali, (2012), “Foreign Direct Investment in 
India Food Processing Industry”, Asian Journal of Research 
in Business Economics and Management Vol. Issue 4 April, 
ISSN 2249 7307. 

[10] Ministry of Food Processing Industries  (2012), “Data Bank 
on Economic Parameters  of theFood Processing Sector” New 
Delhi.  http://mofpi.nic.in/images/File /DataBank_ Sector  
Database FPIs_140212.pdf. 

[11] Nagaraj.R.(2000), “Organised Manufacturing Employment,” 
Economic and Political Weekly. September 16, Pp-3445-
3448. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

http://iraj.in
http://www.apeda.com/apeda/qarlic.him.
http://mofpi.nic.in/images/File

