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Secretary  
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Message from Federation of Indian Chambers of Commerce and Industry 
(FICCI) 

 

Mr. Antonio Helio Waszyk 
Chairman FICCI Food Processing Committee and  
Chairman & Managing Director, Nestle India Limited 

 

Food for years has been on the top of the political and economic agenda, with issues such as 
security, sustainability, safety and galloping inflation on the forefront.  

Buoyed by a favorable policy environment and an accelerated demand from a young consuming 
class with growing disposable incomes, India offers significant investment opportunities in the 
food and agri–business sector both locally and globally. 

35 percent of the Indian household spend is on Food. This is a whopping US$ 330 billion per year 
which will grow to approximately US$ 900 billion by 2020. Unlocking the potential of this sector 
will have significant social and economic impact – both direct and indirect across the entire food 
chain. A well developed food processing industry is expected to increase farm gate prices, reduce 
wastages, ensure value addition, promote crop diversity, and generate employment opportunities.  

Success of this sector will require strong commitment, careful planning and the willingness to 
make bold moves. All the stakeholders will need to acknowledge the constraints holding back the 
sector and undertake joint initiatives for driving this important agenda.  

This joint effort by FICCI and BCG in laying down the “Mission 2020” for the sector provides the 
framework for strengthening the cause of the growth of Indian food processing industry. 

Antonio Helio Waszyk  
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Message from The Boston Consulting Group (BCG) 

 

 

Mr. Abheek Singhi 
Leader, Consumer Practice India  
Partner & Director  

 
Accelerated growth in food processing is not just an opportunity – it is an imperative. As the 
Indian economy grows it is important that all sections of the society benefit from this economic 
growth. Food processing can play a key role in driving inclusiveness – increasing farmer incomes, 
creating jobs along the food value chain, improving nutritional levels and addressing the issue of 
food security and safety for everyone.  
 
Despite significant potential, food processing levels remain low in India. It is in this context that 
some pertinent questions need to be answered. What should be the growth aspirations of the 
food processing sector in the country? How can India enhance productivity and scale of its food 
processing sector? What are the impediments to achieving this aspiration?  
 
This white paper examines these questions and sets an aspiration for the Indian food processing 
industry for 2020 – a stretch but achievable target. It then examines the various constraints which 
could potentially hold back the sector and also the different levers which are critical to achieve 
the growth aspiration. 

It is important to note that this paper is not the conclusion – rather it is the first in a series of 
steps necessary to fulfill the overall goal. This paper's articulation of the aspirations, potential 
roadblocks, opportunities and imperatives for India’s food processing sector should provide the 
context to guide future discussions among all stakeholders to maximize the potential of this 
sector. 

Abheek Singhi 
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Preface  

India's food processing industry needs to enter a path of accelerated growth over the next decade. 
This is an imperative — not just for the sector itself, but also for the transformation of the larger 
agricultural sector and to achieve India's overall economic ambitions.  

This white paper aims to: 

1. Highlight the opportunity that the Indian food processing sector offers 

2. Demonstrate the importance of food processing for the Indian economy and for different 
stakeholders  

3. Articulate a mission for the Indian food processing sector  

4. Layout a framework that would facilitate action 

a. Describe the barriers 

b. Propose "new ways of working" to achieve this mission  

Over the last few years, many reports have been written about the food processing sector in 
India. Many of them have highlighted the opportunity and the barriers — the challenge has been 
in making things happen.  

This white paper uses a different approach — it highlights the opportunities and barriers, 
articulates an aspiration for the sector, and then outlines the steps needed to take this forward 
and make it happen. We provide a structured framework for key stakeholders to participate in 
the assimilation of ideas and development of their implementation plans.  

This paper is the first in a series of steps necessary to fulfill the overall goal. As a next step, FICCI, 
along with appropriate agencies will need to develop implementation plans for the critical areas 
identified.  
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1. Executive Summary  

A. Accelerated growth is an imperative for the Indian food processing industry — not just for 
the sector, but also to transform the larger agricultural sector and achieve India's overall 
growth aspirations. With 16 percent of world population and 12 percent of world food 
production, India is today one of the largest producers and consumers of food in the world. 
Indians spend approximately 35 percent of their total spend on food — a whopping US$ 330 
billion per year which will grow to approximately US$ 900 billion by 2020. But food 
processing levels are substantially lower than most emerging and developed economies. Only 
6 percent of the food produced in India is properly processed which is much lower than the 
40 percent in China and 80 percent in Malaysia. 

B. Unlocking the potential of this sector will have significant social and economic impact — both 
direct and indirect. It will increase and stabilize farmer incomes; provide greater variety, 
better and (potentially) cheaper products to consumers, create wide–scale employment, drive 
growth of several ancillary industries and potentially improve exports. 

C. In this paper we set a target of tripling India's food processing levels by 2020. Given that food 
processing levels have remained largely stagnant at approximately 6 percent over the last 2 
decades, this will require a step change in trajectory and some fundamental changes in 
approach to making things happen. We estimate that food processing levels can grow from 6 
percent to 20 percent and from US$ 40–50 billion to US$ 300–350 billion in size by 2020. 

D. The sector today is held back by several constraints — an inconsistent and restrictive 
regulatory environment, lack of scale throughout the value chain, poor post harvest 
infrastructure leading to high levels of wastage, and insufficient "soft" infrastructure like R&D 
capabilities and skilled manpower.  

E. We propose a 12–point agenda, organized under four main themes  

a. Focus on key growth opportunities — perishables, tertiary processing and fortification 

b. Streamline the supply chain — farm level productivity and pricing, simpler supply chain, 
adequate storage and transport infrastructure 

c. Drive competitiveness — through technology, skill development, and driving scale and 
plant productivity 

d. Policy priorities — reducing inconsistencies between centre and state laws and 
regulations, building the right fiscal environment, and focus on execution 

F. Though these problems and solutions are well known, the way forward is not obvious. 
Unlocking this opportunity will require innovative and unconventional methods. No single 
entity can make this happen — success will require strong collaboration across stakeholders. 
Global and Indian experiences reveal some key success factors on what it takes to make this 
mission a reality. Success requires a focused and shared mission, consistent government 
policies streamlined to support this shared mission, active stakeholder deployment, strong 
public private partnerships and consistent tracking and monitoring of deployment down the 
chain. 

G. We therefore propose a 4–step approach — set a shared aspiration, prioritize spaces (scan 
and identify high priority crops / regions), define the action agenda (regulations, capacity 
enhancements, people deployment, investments); implement and track. We suggest that a 
sub team is created to develop specific recommendations on priority areas of focus — crops, 
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states / regions — to the committee. A concrete proposal would then need to be agreed with 
alignment and commitment on specific actions. Consistent tracking and monitoring will be 
crucial to make this a reality. 

H. Indian food processing has the potential to be a driving force in India’s economic 
development over the next two decades. Success will require strong commitment, careful 
planning and the willingness to make bold moves. Governments and industry alike will need 
to acknowledge the constraints holding back the sector and take joint initiative for driving 
this important agenda. 
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2. The Food Processing Opportunity 

India is amongst the largest producers of food in the world — the largest producer of milk and 
the second largest producer of fruits and vegetables. Yet critics will point to the fact that though 
agriculture employs 58 percent of the working population, it accounts for only  
14.3 percent of the GDP. The agri–economy has been growing at approximately 2–3 percent, 
leaving substantial room for further growth. 

More importantly, there is even greater scope for growth in overall agribusiness. We define 
agribusiness as comprising businesses closely linked with agricultural production — these include 
agri–inputs, trade and logistics, and food processing. Agribusiness in India is heavily under–
developed. For every US$ 1 of agricultural output, the incremental agribusiness generated in 
India is only US$ 1, vs. US$ 2.7 in Brazil and US$ 11 in the US (as shown in Exhibit I). 

Food processing is the largest contributor to agribusiness and can be the fulcrum in transforming 
the overall agriculture sector. 

A. Potential for significant impact 

India is the second most populous nation in the world and accounts for close to 16 percent of the 
global population. We are currently at the cusp of transformational growth. Over the last 10 years 
the per capita income has nearly doubled and India has shifted to a high growth phase, with last 
5 years delivering an 8 percent growth per annum, increased incomes and improved nutritional 
intake. While this is heartening, it is critical that the entire population has access to adequate 
food and is included in the process of development — else the social fabric of the country could 
come under strain. 

The food processing sector can grow from the current US$ 40–50 billion to US$ 300–350 billion 
by 2020. Agribusiness, and food processing in particular, have the potential to be a catalyst of 
"inclusive growth" — reducing the growing divide between rural and urban incomes and 
diminishing the strain on urban infrastructure coming from rural flight. It can increase farmer 
incomes, create additional jobs in rural areas and provide better access to safe and nutritious 
food (as shown in Exhibit 2). 

B. Farmer 

Farmer incomes are currently stuck in a 
vicious cycle of low productivity and poor 
price valuations leading to low fluctuating 
incomes. Higher levels of processing can 
improve farmer incomes through improved 
productivity, better price realizations and 
shift to a more profitable product mix. Select 
interventions in the case of private players 
have shown 30–40 percent increase in income / acre through higher productivity and better price 
realization.  

 Higher price realization: Due to the Agriculture Produce Marketing Commission Act (APMC 
Act), the private sector processors and retailers are unable to integrate their enterprises 
directly with farmers. Due to lack of adequate storage facilities farmers are forced to sell their 
produce early without waiting for better market prices. Direct contracts and better storage 
will support farmers in better price discovery and improve price realizations.  

McCain Gujarat initiative 
 

• Investment in potato processing plant 
• Introduction of drip and sprinkle irrigation
• Promotion of contract farming 
• Approximately 60 percent increase in 

yields per hectare  
• Improvement in potato quality to 

international acceptable levels 
• Water savings approximately 30 percent 
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Exhibit 1: Food processing heavily underpenetrated in India

Source: CEPEA, World Development Report 2008, Occupational Wage Survey 2008, Press releases, Ministry of Agriculture, MOSPI, Global agroindustry Forum, BCG analysis
Note: The relative contributions of the 4 categories – processing, inputs, production and logistics are based on their respective contributions to the GDP.

Agri–business in India smaller
than in other markets 

Share of processing in the agri–business
also substantially lower 

India 1.11

Brazil 2.71

USA 10.81

Other agri–busuness

Agri production
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28
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26
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37
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13

47
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Inputs

Trade and logistics
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181

175
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XX
Actual agricultural 
production value USD bn

Ratio of revenues from agri production to other agri–businesses

Exhibit 2: Tremendous potential for impact of food processing across the value 
chain

Farming Procurement Processing Consumption

2009

2020

Other 
impact 

USD ~80 bn

USD ~130–150 bn

• Reduce 
wastage

• Right crop 
specifications

USD ~40–50 bn

USD ~300–350 bn

• Increase in 
reliability

• Improvement in 
quality

• Fortification and 
nutrition

• Food safety

USD ~175 bn

USD ~375 bn

• Increase incomes
• Increase price 

realization
• Reduce price 

volatility

Source: CEPEA, World Development Report 2008, Occupational Wage Survey 2008, Press releases, Ministry of Agriculture, MOSPI, BCG analysis

 Higher price realization: Due to the APMC Act, the private sector processors and retailers 
are unable to integrate their enterprises directly with farmers. Due to lack of adequate 
storage facilities farmers are forced to sell their produce early without waiting for better 
market prices. Direct contracts and better storage will support farmers in better price 
discovery and improve price realizations. 
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 Improved productivity: Food processers encourage farmers to upgrade their production 
processes and can educate them to newer and more efficient techniques. At present the total 
Indian production of grains is approximately 240 MT. With development in the processing 
industry and associated development in advanced techniques, the production of grains is 
expected to increase to approximately 300 MT. 

 More profitable product mix: At present only approximately 12 percent of land is under 
fruits and vegetables cultivation. Growth in fruit and vegetable processing will facilitate the 
shift towards more a profitable product mix. 

C. Procurement 

The agri–supply chain in India has several constraints. It involves multiple players such as 
farmers, aggregators, commission agents, wholesalers and retailers. Depending on the market, 
there could be 1 to 3 levels of wholesalers. These results in a significant price build up. 

Inadequate storage facilities result in significant wastages, for instance, wastage levels are 
approximately 35 percent for tomatoes, approximately 30 percent for mangoes and 
approximately 25 percent for potatoes. The quality control measures used by the middlemen are 
at times unscientific and unfair. In addition, many of these stages have no value addition and the 
margins and overheads added in these stages result in price build up for the consumer with no 
additional revenue for the farmer (as shown in Exhibit 3).  

 

Higher levels of processing can streamline the supply chain — accelerate investment in storage 
and transport capacity thereby reducing leakages and wastage levels. It also reduces demand 
supply mismatches creating greater availability of the right crop specifications. The procurement, 
storage and logistics market for food can grow from the current US$ 80 billion to US$ 130–150 
billion by 2020. 

Exhibit 3: High number of intermediaries squeezing margins and generating 
high wastage

Intermediaries driving up prices by 40%
Potential to reduce 

wastage level by 50%

Illustrative for tomato Wastage level

25%

20%

15%

10%

5%

0%
2020, processed 

tomato

10%

5%

2009, unprocessed 
tomato

21%

16%

5%

5%

Rs./kg

20

15

10

5

0

Value chain elements

End-
customer 

price

15
(100%)

Losses1

3
(21%)

Retailing

3
(20%)

Whole-
saling

2
(10%)

Transport & 
packaging

2
(10%)

Inter-
mediaries

2
(15%)

Farmer

4
(25%)

Intermediaries

Essential activities

Illustrative for tomato

Wastage due to intermediaries and poor 
post harvest infrastructure

Wastage due to essential activities

Source: Market research, trader interviews, BCG analysis
1. Losses defined as wastage during post–harvest operations, moisture loss, spoilage / damage due to pests, rodents & adverse weather, process losses & spillage during weighing, 
packing, handling &  transport. Does not include pilferage and mark–downs. Mark–downs loaded at appropriate value–chains stages as average cost / value increase.
2. Includes loss due to intermediaries and poor harvest infrastructure (inappropriate storage conditions...)

22

(16%)

Processing could half overall wastage levels on
perishables by 2020
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Source: FAO statistics
Note: Eggs have not been included in dairy or meat. Sugarcane has not been included in fruits and vegetables. Oil seeds have not been included in grains and pulses. 

Significant variation in processing levels across categories 

Processing level (%)

80

60%

40%

20%

0%
Grains & pulses

17%

56%

Fruits & VegetablesDairy

14%

23%

Marine

26%

Poultry and non 
buffalo meat

6%

Buffalo meat

20%

OrganizedUnorganized

2%

Exhibit 4: Significant variation in processing levels across categories 

D. Processing 

Indian consumers spend US$ 330 billion on food every year — of which only US$ 40–50 billion is 
currently processed. Processing levels for fruits and vegetables are only approximately 2 percent. 
Even non–perishables largely undergo primary processes (as shown in Exhibit 4). As food 
consumption in India grows, there is tremendous potential to drive growth in processing levels. 

Improvements along the value chain will drive up processing levels and drive a switch from 
unorganized to organized processing — improving processing quantity and quality. We estimate 
that processing levels can increase to 20 percent and food processing can grow to US$ 300 billion 
by 2020. 

E. Consumption 

The per capita availability of food grains in India has decreased from 172.5 kg per year in 1990 to 
159.2 kg per year in 2008 despite a growth of 9 percent in the food grains production. In addition, 
micronutrient deficiency disorders are rampant among Indian children. 

 Iron deficiency anemia affects 58.7 percent of the pregnant women, 63.2 percent lactating 
mothers and approximately 75 percent of children under five 

 About 57 percent of the pre–schoolers and their mothers have sub–clinical Vitamin A 
deficiency 

 Iodine deficiency is endemic in 85 percent of the Indian districts 

 26 percent of the population is estimated to have low zinc intake 

 30 percent of the babies weigh less than 2.5 kg at birth and this is largely due to inadequate 
food and nutrient intake during pregnancy 
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An active food processing industry with a 
strong support from research and technology 
can provide targeted nutrition and can play a 
crucial role in enhancing food safety and 
nutrition levels in India. To address the issue of 
malnutrition, in the recent past, Nestle has also 
introduced products which are fortified with 
Iron, Iodine and Vitamin A. Access to processed 
food will enable consumers to diversify their 
alimentation, thus improving the quality of 
their nutrition. The new Food Safety and 
Standards Act is a step in the right direction. 
However, the ability to enforce these standards 
will be higher within the processing industry. 

  

Bangladesh 
 

• Severe iron deficiency in Bangladesh 
before the intervention 

• Introduction of Sprinkles — easy to use 
packed powder 

• Reduction in % anaemic by approximately 
40 percent over a 4 month intervention 

 
Fortification of foods can be highly effective 
to address specific micronutrient 
deficiencies 
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3. Mission 2020  

Food processing can be a key growth engine for the Indian economy. It will have a critical role to 
play in overall economic growth. Subsumed in this is the critical contribution to employment 
generation. The Indian economy needs to create 220 million jobs by 2025. It is important to set 
the aspiration at the highest possible level.  

We have set the aspiration of tripling food processing levels to 20 percent by 2020 (as shown in 
Exhibit 5). In order to achieve these targets, the capacity levels, investment in the industry and 
the R&D in food processing need to be improved. This will require: 

A. Increase in secondary and tertiary manufacturing capacity from currently approximately 70 
MT to approximately 210 MT in 2020. 

B. Increase in cold storage capacity from approximately 25 MT to approximately 150–200 MT 
and increase in warehouse capacity from approximately 85 MT to approximately 250–300 MT 
in 2020. 

C. Additionally, 1.7 million skilled manpower will be required including production managers, 
engineers, QC and R&D, supply chain and logistics, regulatory and legal experts.  

 

Achieving this aspiration will not be easy. In subsequent chapters we explore the key barriers 
that exist today and propose an action agenda to make this a reality. 

  

Exhibit 5: Mission 2020 – Food processing levels to triple in ten years

Potential for processed food... ... impacting all the stakeholders

Processing levels

30

20%

10%

0%

+15%

+6%

Vision 2020

20%

2010 estimate

7%

2005

6%

20–40% increase in farm incomes

Source: Indiaagristat, MOFPI reports, MOFPI annual report, press, BCG analysis
Note: Perishable food includes fruits and vegetable, milk and poultry, meat and fish products. Non perishable food includes all other processed foods such as cereals, pulses etc

50% reduction in wastage levels

~ 20–30 million direct jobs 
~ 60–80 million indirect jobs 

Improved nutrition and fortification 
levels
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4. Barriers  

Realizing this aspiration will not be easy. There are several barriers along the food value chain 
that prevent the Indian food processing industry from taking off. A FICCI survey across 
approximately 125 companies identified 15 key bottlenecks impacting the food processing 
industry. We examine these barriers at each stage of the food value chain — farming, 
procurement, processing and consumption (as shown in Exhibit 6). Together they impact the 
volume, cost and quality of the food processing industry. 
 

 

A. Farming 

Low farm level productivity and poor price realization restrict the quality and quantity of food 
supply to the industry. There are three key barriers — fragmented land holdings, minimum 
support price, and inefficient production techniques with poor access to credit. 

India has a highly fragmented farming landscape that prevents farmers from investing 
sufficiently to modernize their production techniques and make contract farming / procurement 
a complex and time consuming process. The system of the Minimum Support Prices (MSP) could 
lead to price distortions — incentivizes farmers to produce products having highest MSP rather 
than products most needed by the market. This can lead to demand–supply mismatch between 
supply from farmers and demand from food processers. Inefficient production techniques lead to 
low output quality and higher prices. Furthermore, small farmers have few possibilities of 
investing to improve their production techniques as they have poor access to credit. 

 

 

Exhibit 6: Different barriers preventing take–off of food processing

Soft 
infrastructure 

Farming Procurement Processing Consumption

Constraints on land 
consolidation

Price distortion by 
Minimum Support Price 
(MSP)

Insufficient inputs 

Poor production 
techniques

Access to credit 

Several 
intermediaries

Different APMC Acts 
by state 

Subsidy policy 

High custom duties on 
processing machinery

Insufficient R&D 
capabilities

High tax levels and 
interstate variations

Long approval 
procedures

Inadequate retail 
infrastructure 

• Lack of cold storage 
at POS 

Low awareness of 
benefits of processed 
food

High price levels  

Demand 

Regulation

Hard 
infrastructure 

Fragmented, sub–scale processing capacity

Weak third party logistics

Insufficient warehousing and cold storage 

Power shortages and poor roads

Source: FICCI survey; Participant feedback; BCG analysis
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B. Procurement 

Lack of appropriate infrastructure and the presence of multiple intermediaries acts as an 
important constraint in efficient procurement — thereby causing delays, wastage and driving up 
costs. FDI constraints are a key bottleneck restricting investment levels in infrastructure across 
the entire supply chain. 

APMC Acts differ across states, constraining food processers to have different operating models 
across states. More importantly, APMCs in several states restrict the number of market players 
(limited licenses issued), thereby leading to reduced competition. As a result, the private sector is 
not able to procure directly from farmers and is forced to buy from mandis and intermediaries. 
This causes delays and creates wastage and increases the final consumer price without clear 
benefits for the farmer or the consumer.  

Warehouse capabilities are unable to cope with demand — the current shortage is estimated at 
approximately 50 MT compared to an installed capacity of 85 MT. The lack of general 
infrastructure like power and transportation is also harming the industry. Frequent power 
outages in rural areas and long transportation times due to poor road infrastructure contribute to 
increasing the already high level of wastage. The lack of organized, large players in the Indian 
third party logistics industry leads to poor service levels with frequent delays and lack of cold 
transportation capabilities. 

Cold storage for example is a key issue. The present cold storage capacity is approximately 24.5 
MT (as shown in Exhibit 7). There is currently a gap of approximately 30MT in cold storage 
capacity and this gap will further increase over the next decade. Even out of the existing capacity, 
approximately 75 percent is utilized to storing potatoes, leaving less than 1 percent for other 
fruits and vegetables. Appropriate cold storage capacity will lead to a direct reduction in transit 
losses, which is the most significant factor in food wastage. 

 

MT 

30

20

10

0
Total

24.5

Others

0.1

Fruits
& 

vegetables

0.1

Meat 
& fish

0.2

Multi
purpose

5.6

Potatoes

18.4

Exhibit 7: Cold storage infrastructure is especially scarce

~25 mn MTs of cold storage space exists 
against the total demand of ~ 60 mn MTs

75% of cold storage space is meant
for storing only potatoes

Accounts for 75% 
of total cold 

storage space

Significant shortage of cold storage space for fruits
and vegetables

Source: Ministry of Agriculture; BCG analysis
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C. Processing 

Fragmentation in processing capacity and insufficient technology can lead to high costs and 
inefficient processing.  

Current processing capacity is highly fragmented and sub–scale with two thirds of the players in 
the unorganized or small scale sector. Projects eligible for governmental assistance schemes or 
subsidy are small projects (the maximal size of which depends on the various existing schemes). 
This has led to a highly fragmented processing market for staple products such as rice with over 
150,000 processing units throughout the country.  

There are high custom duties applied to import of food processing machinery, restricting further 
expansion. R&D capabilities will be a key element in driving the development of products 
specifically adapted to the Indian market, as well as the modernization of obsolete processing 
units. 

D. Consumption 

As a final step, the demand for processed food is also currently low. Consumers lack awareness of 
the key advantages of processed food, at the same time additional taxes and duties drive up 
prices further restraining the demand.  

Additional taxes and excise duties apply on certain processed food items, penalizing commercial 
take–off of processed food. In addition, these taxes and duties can vary across states and also 
change frequently.  

Food regulation can play an important role in ensuring access to safer and superior food. The 
new food safety and standards regulation is a step in the right direction. However, harmonization 
with international standards like Codex needs to be accelerated. Getting all authorizations for 
commercializing products containing new ingredients can take as much as two to three years for 
certain ingredients. 

Low awareness of benefits of processed food among consumers and retailers combined with high 
prices are slowing down mass penetration of processed food. The high price level is the 
consequence of many of the supply chain inefficiencies described above, namely the high 
number of intermediaries, the additional taxes and duties on processed food and the high level of 
wastage due to the lack of inadequate infrastructure. 

In summary, it is important to note that addressing one single barrier will not solve the problem. 
A concerted effort will be required to address this combination of barriers above to unlock the 
full opportunity. This will require efforts across different stakeholders and intervention not just at 
the processing stage — but rather at upstream and downstream points across the entire food 
value chain. 
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5. Imperatives for Stakeholders 

Setting the aspiration is important, but it’s the easier task. The levers for driving higher growth in 
agriculture need to be identified and acted upon. We have taken a holistic view and propose a 
"House of Food Processing" (as shown in Exhibit 8) that could serve as a framework for 
agribusiness and for the government to develop its long term strategy. The house is built on the 
foundation of three policy priorities, and has three key pillars — new avenues for growth, 
streamlining the supply chain and driving competitiveness. 

 

A. Avenues for growth:  

Processing levels in India need to be significantly increased to accelerate growth. Though 
processing levels are currently low, there is significant variation across food categories. Processing 
levels in perishables and fruits and vegetables in particular are extremely low. On the other hand, 
processing for grains is high, but is largely primary processing done in an inefficient manner. 

We identify three priority growth avenues: 

1. Perishables: With strong focus on improving processing levels and quality of processing. We 
expect this growth to primarily come from fruits and vegetables, dairy and meat.  

2. Tertiary processing: The focus for non–perishables needs to be on improving value addition 
and quality of processing. 

3. Nutrition and fortification: As mentioned earlier in this paper, food processing can play an 
important role in addressing key nutritional deficiencies in India (see chapter 1). 

 

Exhibit 8: A globally competitive 'House of Food Processing '
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B. Streamlining the chain: 

The traditional food supply chain is highly inefficient leading to price build ups and additional 
wastage. Wastage levels for tomatoes and potatoes are approximately 35 percent and 25 percent 
respectively. Losses take place at each step in the value chain and the amount of losses at each 
step depends on the actual product.  

Three areas of focus are needed: 

1. Farm level productivity: Farm level productivity levels need to be improved through better 
inputs, farming techniques and the right crop mix. 

2. Simplified procurement chain: Direct procurement and reduction in intermediaries is 
needed to improve demand–supply matching and reduce leakages. Easing APMC regulations 
by removing fruits and vegetables from schedule 1 of APMC Act in all states will be key. 

3. Fill gaps in supply chain infrastructure: Wastage levels need to be improved through 
investment in storage and transport facilities, adoption of better storage techniques and 
reduction in the number of intermediaries. 

C. Driving competitiveness: 

The current scale and scope of food processing requires substantial upgradation to improve 
efficiency and competitiveness.  

Three interventions are needed: 

1. Skilled manpower: There is a severe shortage of skilled manpower in this sector. Significant 
investment in skill development for food processing, R&D and technology, and logistics is 
required.  

2. Innovation and technology: Focus is required to upgrade technology for production as well 
as processing techniques. Specific R&D in packaging, fortification and storage is needed.  

3. Scale and improving plant productivity: The current size and scale of food processing 
plants drives up costs which are eventually passed on to the consumer. The right balance of 
large and small scale units is required to drive scale and efficiency. 

D. Policy priorities 

A supportive regulatory environment is crucial 
to the achievement of this opportunity. 
Regulations impact each step of the value 
chain. Rather than designing the regulatory 
agenda, we identify three key themes that 
should drive the policy agenda for food 
processing. These are — reducing 
inconsistencies across the state and central 
government, designing a supportive fiscal 
environment and focus on execution. 

1. Drive consistency within central ministries and states: Food processing has been 
identified as a sunrise industry by the central government. Multiple ministries (MOFPI, 
Ministry of Commerce, Ministry of Agriculture and Ministry of MSME) are supporting this 
sector. Till recently, the central government has attempted to maintain low tax incidence in 

Green Revolution in India 
 
 Acute food shortage before launch of 

Green revolution 
 Changes introduced in land policies 
 Investment in high yielding seed varieties 

and advanced chemical fertilizers 
 New policies on minimum support price 

and priority sector lending 
 Focused approach 
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this sector. However, in recent times, there has been a consistent increase in VAT rates across 
states, essentially negating the positive impact of efforts at the central level. In order to 
accelerate the growth of processed foods the government needs to remove these 
inconsistencies by creating uniform policies for food processing.  

2. Right fiscal environment: Food processing is a relatively nascent industry with substantial 
scope for growth. It requires an optimal fiscal environment to incubate and support it in 
these early stages. We need to create a favourable fiscal environment — with the right 
balance of taxes and incentives — to drive the food processing industry in India. 

3. Focus on execution: Though the imperatives are well known, the challenge is often in the 
execution. A well executed plan can bring about significant changes. The increase in wheat 
production in Punjab from 1.9 MT to 5.6 MT from 1965–72 is an example of how effective 
government planning and execution can lead to significant and sustainable change. A similar 
revolution in food processing is required over the next decade — with focused effort to 
enhance ground level execution capabilities. 
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6. Way Forward 

In this paper we identify the key priorities for growing India’s food processing sector. For each 
theme, we have established the logic for these priorities and provided some initial ideas. Careful 
assessment and design will be required to examine each of these areas in depth and develop an 
industry plan and get alignment and consensus among all stakeholders. 

We therefore propose a 4–step approach (as shown in Exhibit 9) — set a shared aspiration, 
prioritize spaces (scan and identify high priority crops / regions), define the action agenda 
(regulations, capacity enhancements, people deployment, investments); implement and track.  

FICCI will constitute cross–stakeholder teams to examine the themes, develop a more detailed 
perspective of the trade–offs and suggest different industry initiatives and policy prescriptions to 
the government. These teams will include representatives across stakeholders (government, 
industry, trade associations, academia, NGOs). FICCI will play the role of facilitator, develop a 
focused mandate, facilitate discussions and alignment between the different members and 
summarize the final set of recommendations which can then be presented to the government for 
its consideration.  

 

Indian food processing has the potential to be a driving force in India’s economic development 
over the next two decades. Success will require strong commitment, careful planning and the 
willingness to make bold moves. Governments and industry alike will need to acknowledge the 
constraints holding back the sector and take joint responsibility for driving this important agenda.  

  

Exhibit 9: Proposed approach 
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Appendix 

A. Definition of food processing  

"Food processing" is the process which results in the transformation of raw ingredients obtained 
from farmers into manufactured food products sold in the retail space. Depending on the level of 
processing and the degree of value addition, processed foods can be classified as primary, 
secondary and tertiary. Primary foods undergo quick and simple transformation e.g. packaged 
fruits, milling of rice. Secondary and tertiary processing are high value add processed involving 
complex and longer techniques resulting in a complete change. E.g. — Preparing bread from 
wheat, cheese from milk, pickles from vegetables etc. 

There are varying estimates of current food processing levels in india from different government 
and industry sources. For the purpose of this report we estimate food processing levels based on 
primary, secondary and tertiary processing conducted at oranised sector establishments. 
Categories included are — milk and dairy products, marine and meat products, fruits and 
vegetables, and grains and pulses. Unprocessed food is defined as the food which is consumed in 
the raw state or undergoes basic cooking processes at a non commercial level. 

 

  

Exhibit 10: Defining the food processing industry

Industry Non processed Primary processed
Secondary and 

tertiary processes

Dairy products Unprocessed milk
Packaged milk, Cheese, 
butter, ice cream, ready 
made curd

Fruits and vegetables
Directly consumed raw 
fruits and vegetables

Cut, cleaned, packed 
vegetables and fruits

Jam, Pickles, Juices, Sauce

Grains and pulses Seeds, animal fodder
Milled rice, flouring wheat 
at small chakkis

Biscuits, flakes, bread

Meat
Non processed meat sold 
in local markets

Non processed meat sold 
in local markets

Preserved meat, ready to 
eat packaged meat

Marine products
Non processed fish sold in 
local markets

Non processed fish sold in 
local markets

Preserved and packaged 
fish

Source: BCG analysis
Note: The raw food material which is used for non food purposes is included in non processed category. Edible oils, tea and coffee have been excluded from the analysis
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