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Q4

What are the challenges and opportunities of food processing
sector in the country? How can income of the farmers be
substantially increased by encouraging food processing?

UPSC Civil Services Mains 2020 - GS III - 10 marks - Crops, Irrigation and Marketing

Major crops - cropping patterns in various parts of the country; different types of irrigation and irrigation
systems; storage, transport and marketing of agricultural produce and issues and related constraints;
e-technology in the aid of farmers.

Core demand of the question

* What are the challenges and opportunities of food processing sector in the country? How can
income of the farmers be substantially increased by food processing?

* Keep the explanation within a 10-mark length

Revision summary

India grows plenty but processes little, so glut and waste sit beside packaged-food demand.
Opportunities are jobs, exports, and seasonal smoothing through parks and PLI-type support.
Challenges are cold-chain, FSSAI capacity, MSME credit, and weak farm-plant links.

Farmer income rises when offtake contracts, grading, and FPO ownership capture processing
margins.

A plant that buys cheap imports does not transform the local farmer.

Introduction

Food processing turns a raw crop into a stored, branded, or ingredient product. India has the
farm surplus and the young consumers for a large industry. It still processes a small share of
what it grows. The opportunity is value addition and less wastage. The challenge is capital,
cold-chain, standards, and a farm that is not linked to the plant.

Body

Opportunities

* A large raw-material base in cereals, milk, poultry, spices, and horticulture, plus a rising
domestic market for packaged food.

* Export of marine, buffalo meat, spices, rice, and processed snacks where quality holds.

* Job creation near production clusters - more labour-intensive than many heavy industries -
and a pull for women's factory and SHG processing.

* PMKSY (MoFPI), mega food parks, Operation Greens, and PLI for food processing
(announced around this period) try to cluster plants with common infrastructure.

* Processing can flatten seasonality: tomato paste, milk powder, and frozen peas turn a glut
into a later sale.
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Challenges

e Low processing intensity versus peers; most fruit and vegetable still moves as wet, unpackaged
produce.

* Cold-chain and power, small lot sizes, and weak FSSAI compliance among micro units.
¢ Access to credit and working capital, especially for MSMEs; seasonality of cash.

* Tax, logistics, and until recently APMC friction in buying directly from farmers.

* Brand and retail concentration; farmers rarely own the processed margin.

* Quality, pesticide residue, and traceability block some export lines.

How processing can raise farmer income

* A processor offtake contract with an FPO gives a known quantity, grade, and price, which is
more than a glut-day mandi.

* Grade-based procurement pays for solids in milk, oil content, or colour in chilli - a quality
dividend the fresh mandi often will not pay.

* Less wastage of perishables is a direct income gain: the tomato that becomes puree is not a
roadside dump.

* Primary processing at village level (cleaning, drying, milling, SHG pickles) keeps a first
margin in the village.

* Farmers as shareholders in FPOs or cooperatives (Amul-type dairy, some sugar and
poultry) capture processing profit, not only a raw price.

e Linked cluster infrastructure - pack-house plus plant - is what mega food parks were meant
to be; they work only when the catchment actually supplies the plant.
Caution

* Processing raises farmer income only if the plant buys local raw material at a transparent
price. Imported concentrate and a tax arbitrage do not.

Flow diagram

Crop -> Process pack brand

Process pack brand -> Less waste
Process pack brand -> Value added

FPO contract contract -> Farmer income
Value added -> Farmer income

Less waste -> Farmer income

Conclusion

Food processing is India's chance to cut waste, export more, and pay farmers for grade and
season. It fails when cold-chain, credit, and farm-plant contracts are missing. Substantial farm
income needs FPOs, offtake, and a share in the processed rupee, not a factory far from the
field.

Facts & figures
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MoFPI PMKSY

Ministry of Food Processing Industries scheme for parks, cold-chains, and unit creation - not to be
confused with irrigation PMKSY.

Mega food parks
Cluster model with common infrastructure; success depends on actual farmer catchment, not the
ribbon.

Operation Greens
Tomato, onion, potato (later expanded) scheme to stabilise prices through processing and storage.

FSSAI

Food safety regulator; compliance cost is a hurdle for micro processors and a passport for export.

Amul cooperative
Proof that farmer-owned processing can lift milk income through a retained value chain.
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