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Abstract 

Right investment is extremely important for any business. In a highly competitive environment, 
investment in right technology and equipment makes a difference between success and failure. In food 
processing segment, the multinationals dominate this due to their capacity to invest. Their reach to the 
far corners of India coupled with their financial muscle to create and maintain brand gives them 
enormous competitive edge. On the other hand, Indian MSME food processing units have very minimal 
investment in technology. The study conducted underscored this fact. It also emphasized connect 
between Government has launched various schemes to help MSME units including subsidies for 
equipment. In spite of this, the overall automation and mechanization remains abysmally low.  
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INTRODUCTION 

Study shows that the units that have invested in technology have been able to get a better profit margin 
due to cost saving on account of reducing wastage of input material and better yield as well. However, 
since, most of the units are unregistered, they have difficulties in raising finance. The sources of funds are 
often personal borrowings. This forces them to compromise on equipment and rely on manual processes. 
The availability of cheaper labor in rural areas also contributes to this tendency. 

METHODOLOGY 

Reviewed the relevant literature and analyzed secondary data available on food processing sector. The 
data sources are from several reports of Government, Institutions like ASSOCHAM, KPMG, CCI etc, In 
addition, a questionnaire was mailed to respondents. The survey was carried out using interview, 
observation, questionnaire; instruments are used to understand quantification of facts.  

LIMITATIONS 

Access and availability of same set of data on food processing industry across different years was a big 
constraint. There was no separate code for food processing industries till 2008 in Annual Survey of 
Industries and National Sample Survey Organization reports 

These units generally record the figures of sales and purchases at total level and break up of this is 
difficult to establish. The units generally record the sales and purchases but break up likes from farm, 
from distributor etc. had to be established. Still another area that was not understood clearly is 
deployment of skilled labor force 

Brand building expenditure was again not recorded specifically by these units. These were often clubbed 
as sales expenses. Wherever it was possible to observe processes and talk to production people and 
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labor, the processes and their impact of product quality and efficiency could be observed. There is quite a 
bit of qualitative information that is not possible to be captured by questionnaire.  

DATA ANALYSIS 

Table 1: Distribution of units under study based on Size 

size frequency percentage 

Micro 8 16 

Small 26 52 

Medium 9 18 

 

Table No 2: Food Processing Segments 

Segment Percentage Frequency 

consumer 12 6 

F&B 38 19 

Fisheries 12 6 

Grain 18 9 

Meat & 
Poultry 6 3 

Milk & Dairy 14 7 

Source: Compiled by Researcher 

Fig. 1: Segment wise breakup 

 

Source: Compiled by Researcher 
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Table No 3: Investment in Technology & Process Automation 

Year Investment in Technology (INR Cr.) Process Automation (INR. Cr) 

  Micro Small Medium Micro Small Medium 

2009-10 0.02 0.31 1.66 0.01 0.15 0.83 

2010-11 0.02 0.34 1.86 0.01 0.17 0.93 

2011-12 0.02 0.37 2.08 0.01 0.18 1.04 

2012-13 0.02 0.41 2.34 0.01 0.2 1.17 

2013-14 0.03 0.45 2.65 0.02 0.22 1.32 

Source: Compiled by Researcher 

The investment in technology and process automation by these units is quite low. The micro units have 
invested only INR 10,000 per unit during period 2009 to 2014, whereas small and medium have invested 
INR 50,000 and INR. 6 Lakhs respectively. This clearly indicates that compared to micro and small, the 
medium size units have invested higher in the technology. This explains the lesser rise in employment 
generation as technology investment inversely affects employment creation. 

 

Table No 4: Turnover of Units 

Turnover Micro Small Medium Total 

2009-10 1.31 23.04 184.98 209.33 

2010-11 1.42 25.41 206.64 233.47 

2011-12 1.54 28.04 231.03 260.61 

2012-13 1.67 31.03 259.33 292.03 

2013-14 1.82 34.5 292.54 328.86 

Source: Compiled by Researcher 

 

CONCLUSION 

Very small portion of units have registered themselves. Unregistered units have difficulties in raising 
finance where banks demand collaterals and surety. Many of these unit owners therefore rely on 
relatives or borrow money at exorbitant cost. This further dents their profitability. Advent of 
microfinancing in India is expected to ease this situation however, the microfinance as an industry itself 
needs to be matured first to reach these units. 
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RECOMMENDATIONS 

A determined push from government in microfinance will enable these units to raise capital at small or 
reasonable cost. This will allow them to invest in equipmet and technology. They can then reap the 
benefits of this automation in terms of reduced wastage, better quality and lower cost of production. 

References    

1. Mohammed Rais, Shatroopa Acharya and Neeraj Sharma, “Food Processing Industry In India: S&T 
Capabilityskills and Employment opportunities”, Journal of Food processing Technology, 2013, 
4.9. 

2. Dr. R K Sharma & Dr. Seema Bathia, “Economic and Social viability of Agro-processing industry in 
India”, African-Asian Rural Development Organisation (AARDO) 

3. Dr. Kakali Mujumdar, “Foreign direct investment in Indian food processing industry”, Asian 
Journal of Research in Business Economics and Management, Vol II, Issue 4, April 2012, ISSN 2249 
7307 

4. Draft Report of Working Group, Food Processing Industries for 12th Five Year Plan, Ministry of 
Food Processing Industries, Govt, of india, 

5. White Paper on Food & Food Processing Industry in India, D’Essence Consulting 2009. 
6. A brief report on Food Processing sector in India, February 2015, CCI (India). 
7. Modern Technologies of Food Processing ans Agro Based Industries (2nd Edn.) 
8. KPMG, “Food Processing and Agribusiness - International Summit on Food Processing and 

Agribusiness Assocham 2009 
9.  KPMG, “Taming-Food-Inflation-through-Innovations-in-Agribusiness, 9th Knowledge Millennium 

Summit-2011 AIM@8%: Agriculture, Innovations & Marketing”, ASSOCHAM 
10. Nallabala Kalyan Kumar & Gugloth Sardar, “Competitive performances of Micro Small and 

Medium Enterprises in India”, Asia pacific Journal of Social Sciences. 
11. Himani Agarwal, “HR Issues in Micro Small and Medium Enterprises”. This paper covers HR 

aspects of MSME sector. 
12. Shamika Ravi, “Entrepreneurial Development in Micro, Small and Medium Enterprises in India”, 

Indian School of Business 
13. R. P. Kachru, “Agro Processing Industries in India”,  
14. Shambhu Ghatak, “Micro, Small and Medium Enterprises (MSMEs) in India: An Appraisal”. 
15. Maharashtra Agro Industrial Policy  
16. Ministry of MSME, Annual Report, 2008-09. Ministry of Micro, Small and Medium Enterprises, 

www.msme.gov.in 
17. Ramesh Srinivas, Anand Ramanathan, Veera Lokesh Ayireddy, Shilpa Taneja, Preeti Sitaram KPMG 

India – “Food Processing and Agri Business, ASSOCHAM, 2009 
18. S Mahendra Deo, N. Chandrasekhara Rao, “Food Processing in Andhra Pradesh, Opportunities 

and Challenges”, Working paper no 57, Center for Economic and Social Studies, June 2004 
19. Dr. Kakali Mujumdr, “Foreign Direct Investment in Indian Food Processing Industry”, Asian Journal 

of Research in Business Economics and Management Vol.2 Issue 4, April 2012, ISSN 2249 7307 
20. Surendra P. Singha, Fisseha Tegegneb and Enefiok Ekenemc, ”The Food Processing Industry in 

India: Challenges and Opportunities”, Journal of Food Distribution Research Volume 43, Issue 1 
21. John R Beddington, Mohammed Asaduzzaman, Megan E Clark, Adrian F Bremauntz, Marion D 

Guillou, Molly M Jahn, Erda Lin, Tekalign Mamo, Christine Negra, Carlos A Nobre, Robert J 



IJMSS                                   Vol.04 Issue-02 (February, 2016)                          ISSN: 2321-1784 
International Journal in Management and Social Science (Impact Factor- 5.276) 

    A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

International Journal in Management and Social Science 
                                         http://www.ijmr.net.in email id- irjmss@gmail.com  Page 444 

Scholes1, Rita Sharma, Nguyen Van Bo and Judi Wakhungu , “The role for scientists in tackling 
food insecurity and climate change”, http://www.agricultureandfoodsecurity.com 

22. Syed Shah Alam, “Assessing Barriers of Growth of Food Processing SMIs in Malaysia: A Factor 
Analysis”, International Business Research Vol. 4, No. 1; January 2011 

 


