doi: 10.31674/book.2022sseg.020

Role of Government to Boost up the Food Processing
Industry - A Study with Reference to COVID-19 Pandemic

Sankar Das
Dinabandhu Mahavidyalaya, Bongaon, West Bengal, India

Corresponding Author’s Email: sankardas.das2011@gmail.com

ABSTRACT

Micro, Small and Medium Enterprises (MSME) are facing several problems due to the pandemic. The
Food Processing Industry (FPI) is considered the sunrise sector of MSME. FPI establishes linkages
and synergy amongst the primary, secondary, and tertiary sectors. More than 40000 registered and
25 lakh unregistered food processing units exist in India, in which 7 million labours are engaged. Due
to the sudden lockdown, huge quantities of raw materials and finished products have started to rot,
and many units have been forced to shut down, and a huge number of workers in this industry have
lost their jobs. The industry needed strong Government intervention to survive this crisis. The study
has tried to focus on the impact of lockdown on FPI and the role of the government in boosting this
industry during the current crisis period. The study is based on secondary data. The Central
Government has tried to boost the industry by announcing a financial package of Rs. 10,000 crores
for the establishment of micro food enterprises, changing the definition of MSME and providing
relaxation in tax and other laws. A positive approach by the Central Government will definitely support
the food processing industry to turn around under this critical situation.
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INTRODUCTION

The food processing sector is one of the largest employment sectors in India. Due to lockdown,
unemployment has increased very fast. According to the Centre for Monitoring the Indian Economy
(CMIE, 2022) report, India's unemployment rate stood at 23.48 % in May 2020, which was 8.75% in
March 2020. The International Monitory Fund (Noronha, 2020) has projected India's growth rate will
come down by 1.91% in 2020 for COVID-19. The Government of India (Gol) has taken a number of
steps to revive the economy. The Finance Minister (Ministry of Finance, 2020) announced a relief
package of Rs. 1.70 lakh crore under the Pradhan Mantri Garib Kalyan Yojna (PMGKY) for the poor
and also announced another relief package of Rs. 20 lakh crores, which includes the Rs. 8.01 lakh
crore announced by the Reserve Bank of India for liquidity measure. Gol has placed special emphasis
on Micro, Small and Medium Enterprises (MSME) in view of rising unemployment. The government
has sanctioned Rs. 5.94 lakh crore in various sectors for MSME and agriculture and its allied Rs. 1.50
lakh crore, of which Rs. 10000 crores for micro food enterprises, Rs. 15000 crores for animal and
husbandry, and Rs. 500 crores for beekeeping.

Agriculture and industry are linked by the Food Processing Industry (FPI). During the lockdown, FPIs
played an important role and carried on their activities. For an uninterrupted supply of food grains and
food products throughout the country, the government has declared that food supply and all the
activities related to food are included under the Essential Commaodities Act, 1955. FPIs have faced
several problems regarding the supply of raw materials, labour, finances, and rules and regulations
due to lockdown, but Gol has helped the FPIls in every possible way so that the industries can
continue their operation without any hindrance.

LITERATURE REVIEW

Kumar, Thombare and Kale (2020) highlighted that India's trade will suffer an estimated loss of $348
million due to the impact of COVID-19, and according to the UN report, that will be estimated at $387
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million. According to the Asian Development Bank, the chemical sector will suffer a maximum loss of
$129 million, while textiles and apparel will lose $64 million. The electronic sector will suffer a huge
loss because China is the major supplier of electronic goods. A rumour was spread that the
coronavirus can be transmitted through the consumption of chicken, so consumption and prices also
dropped. Gupta and Chandak (2020) explained the importance of seasonality in the case of the spice
industry. January to April is the main season of India's major spice harvest. Due to the announcement
of lockdown, pre-harvesting and post-harvesting were hampered by major spices. Marketing and
sales were also hampered because "mandi", where the majority of spices are sold, was closed for
lockdown. Processing operations were disrupted due to the restriction of lockdown and limited
logistics. Exports were halted because coronavirus had spread to the majority of export destinations.
Halder (2020) has observed that under the lockdown situation, demand for processed and packaged
food has doubled but no sudden inflation was found. He has concluded that the industry will turn
around and will grow with 25% annual growth in the next two years, but for this, food processing
companies should adopt a more safe and secure manufacturing process and packaging. He has also
concluded that India is going to be the kitchen of the world post COVID-19. Dev (2020) has argued
that a nationwide lockdown was the right step for the government. He has pointed out some measures
to keep the agricultural sector and supply chains working smoothly. He has appreciated the
government's relief package of food grains distribution through Pradhan Mantri Garib Kalyan Yojna
(PMGKY), cash transfer to 200 million women's bank accounts and has suggested arranging
transport facilities for migrant labour so that they can return home. Shukla and Bhattacharya (2020)
have concluded that the pandemic has massively impacted the poultry industry. Due to logistic
problems, the supply chain was disrupted, but the rumour which was spread on social media was the
main cause of the projected loss of Rs. 22500 crores. They have observed that with the combined
effort of industry and the government at the time of crisis for consumer awareness, consumers have
gained confidence and consumption has increased. Still, the industry had some problems, but they
were expected to be resolved quickly by governmentintervention.

Objectives of the Study

The major research objectives of the study are

i. Tounderstand the impact of COVID-19 on different sectors of the Food Processing Industry.
ii. To find out the problems of food processing industries due to COVID-19.

iii. To show how government has tried to boost up the Food Processing Industry.
METHODOLOGY

The study is based on secondary data. Secondary data has been collected from various sources like
FICCI, Techno Serve, UNCATD, KPMG, ASSOCHAM, and CRISIL, and many news articles,
research papers, and government orders and guidelines of FASSAI. All these survey and study
reports, articles, newspaper reports, government orders and guidelines were published during the
pandemic.

Impact of COVID-19 on different sectors of food processing industry
(a) Grain processing/Milling industry

India is the largest producer of pulses, the second-largest producer of rice and wheat, and the largest
exporter of Basmati rice. Due to sudden lockdown, grain mills were forced to reduce their normal
production and for those, huge quantities of raw materials were wasted, which were stored in
warehouses. The supply chain was also disrupted because farmers were unable to collect food grains
for lockdown, and there has been a lot of crop damage due to falling in the field. As per the Central
Government's guidelines for the COVID-19 pandemic, mills have run their operations with a 40-50%
labour force, and because of labour shortages, production and packaging processes were also
hampered, and because of transport problems, it was not possible to deliver the finished products to
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the market at the right time, and the export of Basmati rice was also disrupted. As a result, mills have
suffered huge financial losses.

(b) Fruits and vegetables processing industry

India is called the "fruit basket of the world." Verities of fruits and vegetables are produced in India, but
the processing percentage is very low compared to other countries, so post-harvest losses are
usually very high. During the lockdown, post-harvest losses of fruits and vegetables were estimated
to be Rs. 20,000 crores (Mishra, 2020). The problems of fruit and vegetable processing are the same
as grain processing. In addition, there are some other problems like cold chain, testing labs, and
export. Due to a shortage of cold chain facilities, raw materials and finished products were damaged.
There was a delay in getting the quality testing report because most of the quality testing laboratories
were closed due to a lack of employees. As a result, delays in delivery of products to the market and
the markets' being open for a specific time during lockdown, maximum hotels and restaurants were
closed, and many countries had cancelled their export orders, so the sales were decreased.

(c) Dairy industry

India is the highest producer of milk in the world and contributes around 20% of the total production of
milk. At the beginning of the lockdown, demand for milk and milk products was high, but suddenly it
was reduced because all the coffee shops, tea stalls, hotels, restaurants, canteens, and sweet shops
were closed for lockdown. Milk is perishable in nature. Due to lack of proper preservation and a
shortage of cold storage, huge quantities of milk are wasted. Some industries sold milk in the local
areas at a cheap rate, and some converted it into milk products, but a large number of milk products
are in storage. If the products are not sold in time, then they will also be wasted. The dairy industry has
suffered a huge financial loss.

(d) Meat and poultry industry

The rural economy depends on livestock. India is the third highest exporter of meat. This industry has
suffered the most during lockdown. On one hand, all the restaurants and canteens were closed, and
export orders were cancelled. On the other hand, a rumour or misinformation was spread through
social media that the meat of goats and poultry birds is being sourced for coronavirus. Due to this, a
strong impact has fallen on the meat and poultry industries. Many poultry farm owners were forced to
sell or burn crores of live poultry birds to reduce their loss, which was raised due to maintaining poultry
birds. Many abattoirs tried to fight the situation by reducing the selling price, but the rest were forced to
shut down. According to the India Poultry Breeders Association (AIPBA), the estimated loss in the
poultry industry at the time was about Rs 22500 crore, and the livelihoods of about 5 crore people who
were directly orindirectly involved in this industry were in jeopardy (Singh, 2020).

(e) Fish and marine processing industry

India is the third-highest fish-producing country next to China and Indonesia. The two main sources of
fisheries collection are inland and marine. Marine products which are exported from India are frozen
shrimp, frozen fish, frozen squid, dried items, live items, and chilled items. Japan, the USA, and the
European Union are the major importers of these products. Before the announcement of the
lockdown, so many boats were sent out to catch fish, but when they came back to shore, they found it
difficult to send their marine products to the market and processing units, so huge quantities of marine
products were thrown away. According to the Central Institute of Fishing Technology (CIFT), India's
fishing sector made aloss of around 28 million euros a day (Buitenland, 2021).

RESULTS AND DISCUSSION
Problem of food processing industry due to COVID-19

FPI had many problems even before the outbreak of the pandemic in India. But after the lockdown old
problems have become apparent and so many new problems have arisen. All the problems are
discussed in detail below:
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