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Methodology

We have focused on select sub segments of Food & Beverages (F&B) sector due to their potential for growth in the
next few years. We have invited comments from some of the key players in these sub segments on top opportunities
and challenges, which have been suitably incorporated in the relevant sections of the report. We highlight that the
views of the industry players are their personal views and may not always necessarily reflect the views of the
organisation.

Disclaimer:

This report has been prepared from various public sources believed to be reliable (set out at relevant places through
out the report and listed out all references at the end of the report.) Grant Thornton India LLP is not responsible for
any error or any decision by the reader based on this information. This document should not be relied upon as
authoritative or taken in substitution for the exercise of judgment by any recipient or a substitute for detailed advice and
we do not accept responsibility for any loss as a result of relying on the material contained herein. This document is for
information purposes only and not intended to be a substitute for professional, technical or legal advice. It may also be
noted that the deals covered in this document have been tracked on the basis of announcements and not deal
closures.

Whilst due care has been taken in the preparation of this document and information contained herein, neither Grant
Thornton nor other legal entities in the group to which they belong, accept any liability whatsoever, for any direct or
consequential loss arising from any use of this document or its contents or otherwise arising in connection herewith.
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Foreword

significantly in tackling several developmental
concerns, such as disguised unemployment in
agriculture, rural poverty, food security, food
inflation, improved nutrition, prevention of
wastage of food etc.

The CIlI National Committee on Food
Processing is a higipowered industry forum,
which works towards the overall vision of
positioning India as a Food Factory to the
World. The Committee jointly works in close
partnership with the Ministry of Food
Processing Industries, State Missions on Food
Processing, FoodSafety Standards Authority of
India, as well as all other stakeholders in this
regard

Pirus Khambatta
Chairman, Food & Bev Tech 2014 Chairman,
ClI National Committee on Food Processing

CMD, Rasna Pvt. Ltd
The National Committee has laid out a clear 12

point action plan for the current year.
The Food processing sector is the key link

between Agriculture and Manufacturing. In a 1. Government Interface: _ _
developing economy like India, it contributes as AF_ acilitate effective voic
much as 9 to 10 % of GDP, in Agriculture and view on issues faced by the industry in all
Manufacturing sector. Government / Seero_vernme_nt /
Consumer bodies and international
The growth of food processing sector would forums.
need to be a significant component of the second A Develop a newsletter highlighting the key
green revolution, considering its possible role in interventions taken by committee for the
achieving increased agricultural production by sector.
ensuring better remuneration for farmers. The
food processing sector makes it possible by not 2. Engagement at State level Food
only ensuring better market access to farmers Processing Mission:
but also by reducing high level of wastages. A Responding to state governments'

requests that enable Public Private
Partnership like developing Vision
Document for the state missions, creating
a policy dialogue between the private
players & the government.

A Promoting private investment in

A developed food processing industry will

reduce wastages, ensure value addition, generate
additional employment opportunities as well as
export earnings and thus lead to better socio
economic condition of millions of farm families.

Given its significant contribution to the national developing cold chain infrastructure
economy, ClIl accords a top priority to the across states through the Cold Chain
growth and developmentof the food processing Taskforce.

sector in the country. A Develop a state level action plan for

As part of the -inclusive glbc%pwl?gﬁo@pgo%egsw%a of CI 1,
it is anticipated that the optimum development

of the food processing sector will contribute 3. Research and policy creation:

A To undertake research studies on the
topics impacting the food processing
sector and are of industrial importance



Budget interventions in Food
Processing Sector

Goods and Service Tax (GST):

A To encourage minimum Goods and
Service Tax (GST) on food processing:
This is required to control unnecessary
food inflation.

A This is required to control food inflation
as well as ensuring inclusive growth and
giving better price for its produce to
farmers.

International Outreach:

A Exhibition for Indian companies to
showcase their products andapabilities.

A One to one buyer seller meetings to
conduct business.

A Round tables and B2B discussions with
countries of importance in terms of
exports, technology and innovation for
B2B dialogues and study of best practices
and operations across the food value
chain.

Capacity Building
A EDP programs with premier institutes for
rural entrepreneurshipdevelopment.

Supplier-Retaileri Processor linkage

A Building linkages among the supplier
(trader, machine manufacturer etc),
retailers and processors for creating a
robust value chain for the sector.

Industry Academia linkage:

Building linkages between industry and
academia to enable demand driven research
as there is an urgent need for building a
bridge between agricultural universities,
premiere technological and industrial
research institute and the private sector to
actively undertake collaborative strategic
research in this importantsector.

10.

11.

12.

FAIDA Implementation:

Food processing committee will work

jointly with the CII State level Coordination
committee on Agriculture. The objective of
this Committee is to bring about better
alignment andsynchronisation of the efforts
being put forth both at the national and state
l evel and further
position on key policy issues. The
Committee will champion the advocacy
work at the state and regional levels through
active interactions with policymakers,
government representatives, and other
relevant stakeholders, as enumerated in the
FAIDA Il report.

Performance Recognition:

Introducing a FOOD AWARD for
organisationsin the food processing sector
to recognisetheir contribution towards the
growth of food processing in India. This
award would include categories for large
players and medium players to begin with

Land Issues

A Common problem of food processing
industry is land/revenue related matters

A To act as a spring board to discuss this
matter and suggest changes to State and
Central Government on these issues

consol
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Foreword

Harish HV
Partner
Grant Thornton India LLP

I n d ipapdladion is growing and so is the
economy, and with that the resultant demand for
food and beverages is also increasing. This is
driving the growth and expected growth of the
organised and packaged food arldeverage
sector. This is also an area where there is
considerable potential for innovation and value
addition as also the scope for value creation
through reduction in waste.

The new government has already identified this
sector as one of its priority areas. In its maiden
Budget speech, Union Finance Minister Mr

Arun Jaitley announced allocation oiNR 2,000
crore to meet the credit needs of food processing
industry. Also, Ms Harsimrat Kaur Badal,

Union Minister for Food Processing Industries
sees huge potential in the sector. She has spelled
out her plans to develop a national food map and
wants to work closely with states to resolve a
host of issues faced by businesses operating in
the sector.

Food processing in India was earlier limited to
food preservation, packaging and transportation.
However, over the last two decades, certain
sections of the industry have evolved to meet
global standards through technological
advancements. Developments suds

establishment of cold storage facilities, food
parks, packagingcentres irradiation centers and
modernisedabattoir have helped the sector make
significant strides butthese still caterto a small
fraction of the food production.

A number of policy and procedural initiatives

are required to give impetus to this sector.
Despite constraints linked to infrastructure,
market access and funding, dynamic businesses
operating in this sector have made their mark on
the global stage. | am confident that the next few
years will be the golden years for the food and
beveragesector.

We have had some clear success stories for
example, in the dairy or poultry segment but the
potential in these as also other areas is
significant. It is not just the domestic demand
but the export potential aswell that makesthis
sector promising for investors. It also has the
potential to generate employment for 48 million
people (13 million directly and 35 million
indirectly), according to India Brand Equity
Foundation.

As fresh growth opportunities emerge on the
horizon, this is an appropriate time for Grant
Thornton and CII to jointly bring out this

report, which aims to examine the growth
potential of the food processing industrylooking
at the current situation, scope for modernisation
and the policies and regulations that govern the
industry. The report also highlights the emerging
trends, opportunities and challenges in the key
segments of the sector. These include the dairy
sector, cold storage, food retail and food services
industry. The report has also captured the key
global trends in food sector and the investment
scenario. The objective of the report is to serve
as a backdrop to the deliberations at the summit.

We hope you will find the report useful and
share your feedback with us.



Key highlights

F&B sector has scope for higher value addition as the current level of
processing is lower compared to global experience

Export potential is high as currently it is concentrated only on select food items
Food wastage levels are a key concern, especially in case of fruits and
vegetables

Challenges in supply chain due to inefficiencies and inadequate capacities; new
business models and initiatives evolved to build capabilities

Product development and innovation focus is lacking, changing consumer
preferences are expected to drive innovation

o o  PoIe I»

Indian consumer

Younger, more than 50% consumer base is below the age of 30 years

High income earning, change in consumption patterns due to rising dual income
groups

Aspirational, looking for better standard of living i quality, variety, choices and
convenience

Health and hygiene conscious, shift to protein rich and organic foods

Internet savvy, prefers shopping online for convenience and discounts

oo To  ToITo

Traditional retail format dominates the industry, modern format yet to
increase the coverage

Own brands, in fresh foods and staples, form majority of retail sales
Organised players will placed to tap the growth as they can make
investments for backend infrastructure and compliance matters

Higher real estate cost, rising input prices and cost of compliance are a
concern

Emergence of online grocery, lower cost and convenience option

ST SU S5 S

Food services industry

Largely unorganised sector, scope for brand building

Quick Service Restaurants (QSR) emerged as the largest segment

Global cuisines gaining popularity, Mexican, Italian, Thai and Japanese
Home delivery of food is a new trend addressing the convenience aspect
Localisation of the menu and also enriching eating out experience is key for
success

To o To To T

Current capacity being utilised for high volume and low value
opportunities

Huge gap in the requirement and current and planned capacities
FSSA to increase cost for compliance

Shortage of skilled manpower, particularly drivers for refrigerated
vehicles

ToToTo e

Dairy sector

Attractive occupation for farmers, nearly two-thirds of the milk money is
received by farmers

Ultra high temperature (UHT) processing enabled longer shelf life and
convenience of packaged milk

Private players gaining market share and well placed to benefit from the
market potential

Basic processing now, demand for high value products to drive growth
Investments required in backend infrastructure

oo o o T



Key highlights

While India has favourable supply side dynamics on the back of agriculture base, the F&B
sector faces challenges as follows

Rising food prices has been a concern for the sector and expected to impact the demand if not
controlled

High percent of food produced is wasted due to inefficiencies in supply chain affecting
availability and also food prices

Shortage of skilled manpower with F&B specific skill sets has been a challenge and expected
to impact demand

Product development and innovation in the sector has taken a back seat due to lack of
investments and incentives

Change in consumption pattern, which is driven by quality (freshness of product), variety (range
of products) and convenience (access to product), posing further challenges

The sector is largely unorganised: emergence of modern retail format and food services
industry driving the organisation of the sector

Ambiguity in the food regulations and cost of compliance have restricted the growth in the
sector

Government initiatives in specific segments have resulted in development of the segments;
however new challenges are arising

Key focus areas for government initiatives

Overhaul of regulations to address supply chain inefficiencies like multiple layers and simplify
procedures to start business

Attract investments in backend infrastructure, especially cold storage facilities and setting up
farm collection centers to address food wastage and prices issue

Encourage employment in the sector through awareness programs, incentive schemes and
vocational training programs

Single window clearance for starting a business and low cost finance options aimed at
removing bottlenecks in setting and expanding the business can be considered

Aggressive implementation of Food Safety and Standards Authority of India at the ground level
and regular audits of the compliance in the sector



Overview of Indian F&B sector

Overview of Indian economy moving away from being an agricultureled

India is one of the fastest growing economies of economy to a serviceded economy. However,

the world. It withstood the impact of the agriculture still contributes to 14% of the total

slowdown in the global markets post 2008. In GDP & employs 60% of the population.

FY12, | mossDan@siic P@duct(GDP)

grew at 6.7% but reduced to 4.5% in FY13 and While, significant strides have been made in

FY14 (estimated) due to lower growth rates agricultural sector, there are quite a few areas of

clocked by theindustry sector. improvements which if addressed would drive
the growth in both agriculture and its allied

While Services sector, which contributes to one sectors. Addressing these areas would help the

third of the I ndia®s GDP  agriguffuse apddheraby therfeod & heyeiagee f or

growth (at ~6% in FY13 and FY14), agriculture sector to better equip them to cater to the

sector continued to be the anchor of the significant growth expected consumption in

economy with 4.6% estimated growth in FY14. India in the next decade.

With the burgeoning young and educated middle In line with the growth in economy, Indian total

class, the growth engine for Indian economy, annual household consumption is likely to

India is expected to become the third largest treble, making India the fifth largest consumer

world economy by 2030, surpassing developed market by 2030. Food and beverage (F&B) is the

economies like Japan and Germany. largest segment of the consumption basket; we
examine below the key drivers for the growth in

Indian economy has undergone a considerable this section.

structural change in the last decade as it hbsen

000 - Indian GDP growth (US$ Billion)

7000 -
6000 -
5000 -
4000 -
3000 - 1900
2000 - 1256

1000 -

India Rank
by GDP
(Nominal)

Source: CIA World factbook

(CRECEERAERTECrRO” 2

Indian agriculture needs to be more efficient and increase its yield to much higher than the
current levels. It needs to modernise its farming techniques, become less dependent on rain,
make huge investments in agri-infrastructure to avoid crop wastage and finally ensure fair
price to the farmers for their crops. Overcoming these challenges does require huge
investments and government participation.

Dhanraj Bhagat

Partner
Grant Thornton India LLP
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Supply side drivers
India is well positioned to leverage on its

Key agricultural statistics

comparative advantage in terms of large Units Global rank
agriculture sector and livestock base on the back Arable land (million hect 1574 ”
of burgeoning consumer base. rableland (million hectares) '
. . . . A der irrigati illi
With the strong base inagriculture and livestock, héi?afgs)er irrigation (million 66.8 1*
India was able to emerge as the largest producer
of food - rankedfirst in production of milk and Cattle (million) 205 1%
pulses and ranked second in production afce, _ .
Source: IBEF Food Processing Industry i June 2014
wheat and sugarcane.
FY12 production of key food items in India Production Share of global Global rank
(million tonnes) production
o —————————————————————— Milk 127.3 16.9% 1
Q _________________ Pulses 7.0 19.7% 1
e ------------ Rice 155.7 23.6% 2
‘b ------- Wheat 93.9 10.0% 2
0- Sugarcane 271.7 24.0% 2

Source: IBEF Food Processing Industry i June 2014

While, the agricultural base gives the foundation
for the growth in the industry, changing social,
political and economic factorshave provided
necessary impetus to F&B sector and is expected
to drive the growth in future:

Economic liberalisation: With economic
liberalisation in the early 1990s, barriers to doing
business were either removed or minimised.
Economic reforms helped India attract
investments in the sector from foreign
companies wanting to enter the Indian market
and also from private equity firms.

Improved retail format: With the emergence of
modern retail formats, the F&B sector found a
new format for operations in the form of food
courts in large format malls. These food courts
offer consumers, largely a conversion of mall's
footfalls, easy access to food at the time of
shopping and entertainment activities and also
offer a choice of multiple cuisines.

Multi-cuisine: As Indians became mobile and
globe trotters on the back of Information
Technology age Indian consumer has become
more willing to experiment with different
cuisines. This facilitatedthe sector's foray

11

into a variety of global cuisinesWhile Indo -
Chinesefood has been popular, neveuisines
suchas Mexican, Italian,Thai and Japanese have
been gaining prominence on Indian palate.

Multi -cuisine have now become easily accessible
in major cities, and is expected to increase the
frequency of eating out.

Emergence of contract farming: Availability

of raw material and volatility in prices have been
key concerns, which led to emergence of
contract farming in the sector. Lot of the
companies have taken contract farming route to
ensure availability of food and at reasonable
prices. The companies sign contracts with
farmers to grow a specific crop with a guarantee
to offtake the crop at an agreed price. Industry
sources indicate that McCain Foods, which
supplies to McDonal d®s,
cultivating 2,000 acres in Gujarat and Pepsi
Foods has over 2,000 farmers on contract,
covering 7,000 acres across Haryana, Punjab,
and Uttar Pradesh for crops ranging from potato
to chilli and groundnuts.

Infrastructure development: As an offshoot of
the growth in this sector, third party logistics
providers, which transport the produce and food
products from source to destination have also
emerged.

has



Demand side drivers
Household consumption pattern; food take

Favourable demographic trends; emergence of
urban middle class - More than half of the

lion's share of the walllet - Food and beverages country®s 1.2 billion peopl e
form the top consumption item in a typical 30 years. This young population, aspiring to

I ndian family3s consumpt iinpmvetitssstandard of livipghis expecteg {o |

India average is 51% of the total spend, it is 45% drive the growth of the

in urban areas and higheat 53% in rural areas. led food and beverages sector.

Household consumption pattern (% of total) Indi a®s middle class popul at

All India

Urban

Rural

80% 100%
Transport
Others

60%
Health
Durables

40%

20%
= Housing
Clothing

0%

= Food
Education
Source: Industry sources

Trend in household consumption expenditure
indicate that the share of food in overall
consumption has been declining during the last
decade.

Despite the decline in overall consumption
share, per capita food consumption in real terms
hasbeen increasingparticularly in rural areas
Evenif the share decreases due to higher
expenditure on healthcare, education and
transportation, food is expected to be the top
spend in thenext decade too.

Per capita food consumption in real terms

increase three times the current level in the next
decade. Out of this, nearly 40% of the
population would be living in urban areas.

Indian economy is expected tdriple in the next
decade.The resultant income growth would lead
to a rise in middle class customers. It is expected
that the share of this middle class (strivers and
seekers) would increase from 14% in 2008 to
46% in 2030as set out below:

Wealth dynamics of India's population

15%

26%
50%

29%

25%

12%

1% T AL : 7%
2008 2020 2030
Rural Urban Globals m Strivers  Seekers = Aspirers  Deprived
1,600 1 1,600 -
) mFood * Non-Food L .
1,400 1.400 1 Definition of categories
1200 ® Food ’
' Non-Food 1,200 4 Category Income (US$)
1,000 1,000 - 950
800 - 800 | 750 Globals > 22,065
600 380 600 | 0 i ]
325 Strivers 11,3037 22,065
400 { 250 400 1
200 “—l 200 | Seekers 4,4137 11,303
0 o o ~ 0 - Aspirers 1,98617 4,413
o — — [Te} o N
< o - < - < .
o o — < o - Deprived < 1,986
& & § S 8 g
N N N I I Q
Source: Industry sources Source: IBEF Food processing industry - June 2014
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Rising disposable incomes; emergence of
double income nuclear families - Increase in
disposable incomes of middle class families
resulted inthem spending more on food
consumption. Per capita income increased by
CAGR 9% to US$1,350in 2013 compared to
US$450in 2000 Rise in number of working
women, which is currently ~25% of the labour
force has been one of the other key reasons for
higher average monthly household income.

Rising per capital income (US$)

1750 1,880
- - 0,
1,900 1650 14%
1,500
4 1,350 F 119
1,500 1,250 11%
1,100 - r 8%
700 /' -
300 T T T T ‘ 2%
2013E 2014F 2015F 2016F 2017F 2018F
Per capita income ($) === Growth (%)
Source: IBEF Food processing industry - June 2014
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As indicated in the
per capita is expected to increase to US$1,880 a
CAGR of 7%. With higher disposable incomes,
consumers do not hesitate to spend more on
eating out.

fég_;g b

n

With around 50% of the population under the
age of 30, an increasing number of Indians are
capable of earning and have rising disposable
incomes, which are driving up demand for
specialty and valueadded food products.

Household incomes are expected to rise further
in India due to the positive outlook for the

country®s strong
the back of change in the central government.

above

economi
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Changing consumer preferences - With the
increase in nuclear families with dual incomes
and lifestyle challenges in urban areas, there has
been a transformation in the consumption
pattern, including food habits.

With the changing habits there is an increased
preference forconvenience andigher instances
of eating out. Certain section has been exploring
culinary experiences due to the global mobility
of the Indian consumer. This resulted in the
emergence of the QSR industry and also the
ready-to-cook/ ready-to-eat segments of the
food & beverages industry.

According to various industry sources, nuclear
families and bachelors are turning towards
takeout, home delivery and semprepared meals
(ready-to-eat/ ready-to-cook meals) as these are
lower cost and alsaime savingoptions

Dilemma of the F&B players

1 - Which segment of pyramid to be
targeted as there is potential
everywhere? Do we need a product
which is stripped down to cut costs
and deliver minimalistic values or
create a value proposition with a
promise of an upgrade through
premium positioning, may or may
not be through premium pricing.

di a®s

2 - Health or taste? How do you
marry health & taste i often
promised by brands across product
categories but not been a large
success yet.

Devendra Chawla
CEO- Foods & Bazar n
Future Group




This is a result of the increased pressures at work While, this has been a trend across the economy, a
and reduced time for household activities, which certain segment of consumers have become more
makesthem spend less time in the kitchen. health and hygiene conscious now, which is
driving new trends in the sector, as follows:
A shift in demand from carbohydrates to meat
products due to shift in dietary patterns

QSR, ready-to-eat and home delivery are towards protein-rich items and other high

poised for tremendous growth in India and value foods (see chart belovior share of
estimated to be more than 25% annually various items in food expenditure)

in the coming years. Capital in this sector A increasing demand for organic and didbods.
for expansion is available for the Change in dietary patterns in urban areas
established branded players and | (% share)

believe, the next 5 years look very

promising. 351

30 1
S Ramani 25 1
Director 20 1
Savourites Hospitality Private Limited 15 1
(6 Ballygunge Place) 10 I
5 4
0 Bl T T T

Cerials and Protein Vegetables Others
substitutes rich items  and fruits

01993-94 m1999-2000 m2004-05 @2009-10 @2011-12

Source: Industry sources

The future of the F&B sector looks promising with the growing demand due to change in the
consumer's lifestyle and consumption patterns. While the Indian agriculture sector is gearing up
with support from Government, food processing is expected to play a key role in bridging the gap
between the demand and the supply and addressing the key concerns of the sector i rising food

prices and high levels of food wastage. The sector's growth is dependent on the ability to
organise, invest and innovate to deliver high value products to the consumer.

Shanthi Vijetha
Director
Grant Thornton India LLP
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Food processing industry

Overview of Food processing Food processing is an important segment in

industry terms of contribution to GDP, and share in the

The changing preferences of the upward mobile agriculture and manufacturing sectors. The

middle class families from the urban areas have industry®s GDP as a share of
given prominence to food processing sector and 12% and that of manufacturing GDP is 10% in

also fuelled the growth in the last few years to FY13, which has increased from 10% and 9%,

make the industry the fifth largest in India in respectively in FY09.

terms of production and export growth. .
Growth in GDP by sectors (%)

Indian food processing industry was between 30% 1

US$121 Billion to US$130 Billion (various
sources) and accounts for 30% to 35% of the
total food market.

10% - P
Food processing industry includes the following _ *\:

20% A

sub-sectors: 0% T -

1. Dairy 2 milk, milk powder, ice cream, FY09 F¥20 FYll Fyi2 Fy13
butter, cheese and ghee -10% -

2. Fruits & Vegetables? Slices, Pulps, Juices, === GDP Total GDP Agriculture
Concentrates, Beverages, Potato wafers/ === GDP Manufacturing GDP FPI
ChIpS etc Source: Ministry of Food Processing Industries - Databank

3. Grains & Cereals? Flour, Bakery products,
Corn flakes, Starch, Glucose, Malted foods, Food processing industry has been performing
Vermicelli, Beer and malt extracts _ better than agriculture and manufacturing. FY13

4. Fisheries? Frozen and canned foods ma|n|y growth was lower at 3% due to lower growth in
in fresh form agriculture and manufacturing; however the

5. Meat & Poultry 2 Frozen and packed foods industry has performed marginallybetter than
mainly in fresh form both those sectors.

6. Consumer goods, which includes snack
food, biscuits, readyto-eat foods, alcoholic Higher growth of food processing industry over
and non-alcoholic beverages. agriculture since FY11 indicates that the level of

processing has been increasing over the years.

Household consumption pattern _ ; Y
Earlier food processing was limited to food

(% of total) & vege%/ preservation, packaging and transportation,
& 39% ‘?‘“% whereas the industryhas evolved and widened
@‘000' Pre,, 3 0 S its scope with emerging new trends in consumer
S 2504 (/f’f,: Z & preferences and the advancement in technologies
adapted to meet those preferences.
These new developments include establishment
o Dairy of cold storage facilities, food parks, packaging
5% centres,irradiation centersand modernised
ERIN abattoir to offer new products like ready to eat
20% T foods, beverag_es, processed fruits & vegetables,
0@0110/ %% processed marine and meat productstc.

Source: Various industry sources
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Extent of processing in the industry Export potential of the industry

The level of processing has been the key driver With the growth in the industry driven by the

for growth in the industry. While the current domestic demand, the industry has also geared
data does not clearly indicate the extent of up for tapping the export potential. The share of
processing, a look at the composition of the food processing exports in total exports was
industry indicates the trend. The unorganised around 12% in the last few years. This was on
sector which primarily does basic processing, the back of significant growth experienced in the
accounts for majority of the food processing sector, exports during the period from FY10 to
industry. FY14 is set out below:

) ) Exports of food and related items (US$'Millions )
The key trends in the industry are:

A While share of processing in dairy is high at 40,000 - 36,200 37.798
around 35% only 15% of the processing is 35,000 | 31,800
done by organised players. This is after white 30,000 -
revolution/ Operation Flood till early 1990s, 25,000 | 20,400
which saw emergence of cooperative 20,000 | 14,800
societies. Private sector players started 15,000 -
investing post liberalisation in 199293 10,000 -
A Only 2% of fruits and vegetables are 5'008 ]

processed as against 65% in US, 78% in
Philippines and 23% in China
A Only 6% of poultry and 26% of marine

FY10 FY11 FY12 FY13 FY14
Source: Ministry of Food Processing Industries

product as processed after years of focus on This growth was primarily driven from 2
their segments A Location advantage as India is geographically
A Rice mills account for the largest share of close to some of the top export destinations
processing units in the organisedector. A Increased participation of private sector due
Share of food processing sector (% total) to investments in the recent past
40% - A Improvements in product and packaging
35% lit
35% - quaity
N
30% - — 26% .
, The key trends in food exports are:
25% 1 . AUS is the top destination f
20% 1 6% of processed food, followed by Vietnam,
15% + Iran, Saudi Arabia and UAE
10% - 220% A Rice is the key food product exported by
50 - - India, followed by meat preparations, gaur
0% i i i X gum, wheat and othercereals
Dairy Fruits & Poultry Marine . X
Vegetables Top ten destinations processed food and related
Source: Ministry of Food Processing Industries product's exports in FY13 (US$' Millions)

The biggest challenge is that the food processing ~ 4000 | 3638

sector is dominated by unorganised players who g'ggg
contribute to 80% of the food processing industry 2’500
(by volume) unlike other sectors viz. Pharma, 2000

Automobile and IT where over 90% of the sector 1,500 1.156
constitutes organised players. There is a 1,000
conversion of un-organised to organised sectors 500 u
but we still need to cover quite a distance. 0 ;

USA Vietnam  Iran Saudi UAE
Prabodh Halde Arabia
Vice President, Association of Food Scientists S e W iRl FXeCE G (LTS

and Technologists, Mysore
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Value chain of the industry A Value-added processed food (secondary/

The supply chain ofthe industry involves five tertiary processing), which includes dairy

stages of inputs, production, procurement, products (ghee, cheese and butter), bakery

processing and retailing. Food processing products, processed fruits & vegetables,

industry is a key step in the value chain and it is juices, jams, pickles, confectionery,

broadly categorised into two segments: chocolates and alcoholic beverages. These
Primary processing,which includesbasic products undergo higher level of processing
steps of processing like cleaning, grading, to convert into new or modified products.
sorting, packing etc to make the products fit This is estimated to account for around 35 to
for human consumption. Finished products 40% of the total processed food and mostly
in this case include packed milk, fruits & falls in the organised sector.

vegetables, milled rice, flour, pulses, spices
and salt largely unbranded.

Product Primary processing Secondary processing Tertiary processing

Processed milk, spreadable
fats (butter and cheese),
yogurt

Cottage cheese, Cream, Simmered

Milk Grading & refrigerating and dried milk

Ketchups, jams, juices,
pickles, preserves, candies,
chips, etc

Cleaning, sorting, grading & Slices, pulps, flakes, paste,

Fruits & Vegetables cutting preserved & flavoured

Biscuits, noodles, flakes,

Flour, broken, rice, puff, malt &
cakes, namkeen

Grains & Seeds Sorting & grading m]lllng Sunflower, groundnut,
Oil cakes . .
mustard, soya and olive oil
Meat & Poultry Sorting & refrigerating Cut, fried, frozen & chilled Ready-to-eat meals
Marine Chilling & freezing Cut, fried, frozen & chilled Ready-to-eat meals
Tea bags, flavoured coffee,
Beverages Sorting, bleaching & grading Leaf, dust & powder soft drinks, alcoholic

beverages
Source: Various industry resources

Food processing industry is pivotal to liberating India from the clutches of hunger and
malnutrition. Processed food with higher shelf-life will help in controlling food wastage and
contribute towards efficient food supply. At one hand, it will provide options of global standards to
the aspiring consumers in India, on the other hand it will help in boosting income levels of farmers
of India. While consumers in developed nations have 50% to 70% of their daily intake in the form
of processed food, in India it is believed to be less than 50%, which provides scope for industry
expansion.

Dinesh Shahra

. . iy
Founder & Managing Director :é f’
Ruchi Soya Industries Limited % L
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Technology in the sector

Food processing industry has evolved from the
earlier days of crude processing with a purpose
of preserving food by cooking, smoking,
steaming, fermenting, sun drying and preserving
with salt. While the technological change has
been gradual, the onset of industrial revolution
resulted in major advancements in the food
processing techniques which was necessitated
and driven by the military needs of nations.

The technological advancements have been rapid
with the advent of the space and the information
technology age, which gradually required and
also facilitated the changes consumerfood

habits and preferences across the world. These
changes brought in technologies like juice
concentrates, preservatives, colorants, self
cooking meals (readyto-eat/cook foods),
reconstituted foods and fruit juices, etc.

Food and Beverages constitutes one of
the most exciting and interesting sectors
today. The combination of recent
developments in our scientific
understanding of nutrition, the burgeoning
field of genomics and the large-scale
challenge around nutrition security
creates a potent canvas for market and
technology led innovations.

In India there is the added dimension of a
tacit societal understanding and respect
for traditional nutritive practices and
hence the interplay of these facets can
create significant value. For this sector to
reach its full potential, reforms are needed
in more than one part of the value chain;
for example the regulatory infrastructure
needs to be re-crafted logically and
scientifically with some urgency

Dr Arup Basu

Vice - Chairman, Cll Maharashtra State
Council

President and New Businesses &
Innovation Centre, Tata Chemicals
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While the global industry has embraced these
technological advancements, India is yet to
embrace them fully. It is imperative for India to

Cumulative wastage as % of production

Crop % of production
Cereals 3.9t0 6.0
Pulses 4.31t06.1

Oil seeds 2.81010.1
Fruits & Vegetables 5.81018.0
Milk 0.8
Fisheries 291t06.9
Meat 2.3
Poultry 3.7

Source: Ministry of Food Processing Industries

adopt the bestpractices in global markets to
address/ find solutions for the burning issue of
wastage at harvest and podtarvest of major
agricultural products, especially in fruits &
vegetablessegment, whichhaswitnessedhigher
wastage

Huge losses both during harvest and post
harvest- dent the Indian exchequer. The focus of
the postharvest technology hadeen
loss-prevention through processing of raw food
products, which brought in change in food
technologies frommanual to mechanical or
power operated processes or use of solar or air
dryers instead of sun drying, etc.

While some of the Indian players are making use
of the newer technologies to increasproduction,
meet international quality standards and thereby
increase profitability, since the industry is largely
unorganised the adoption has been sporadic.
Even though, the market opportunities have been
emerging in the recent past, requirement of
investments, lack of bank credit facility and long
gestation period have been impeding the adoption
of newer technologies.




Supply chain in the sector

While the supply chain is dominated by the traditional set up of traders and intermediaries, a lot of

venture capital and private equity activity has bee

n taking place in developing robust food supply chains

with modernisation of cold storage and transportation.

Challenges in the sector

Food processing industry is key for the overall
development of the economy as it is a critical
linkage between the agriculture sector, which is
yet to achieve the target yields, and the emerging
Indian consumer, whose aspirations and
commitments are driving a fundamental shift in
his lifestyle preferences, including food habits.

Historically, food processing industry has
witnessed low margins due to the investments
which need to be made in processing facilities,
volatility in material prices due to scarcity of
resources and uncertainty in consumer
preferences.

Hence, it has been facindack of funds asbanks
are reluctant toextend loan tothe industry as
this is perceived to bea highrisk, high gestation
period and low returns business.

Various industry studies indicate that the top
challenges faced by the industry are as follows:
A Ambiguity in the regulations as there is no
comprehensive national level policy on food
processing sector and also as there are
inconsistencies in thecentreand state policies
Shortageof skilled manpower is a concern as
it is alabour intensive operations

Supply chain is not geared up for the scale of
the sector

Rising food prices would have an impact on
the demand for the sector

Lack of product development and innovation

ST S S 8

These challenges are still relevant in the current
stage of the food processing industry. While
there is scope for growth in the industry, there
will be restricted growth dueto these challenges.
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