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Abstract—The present study attempts to explore some of the key 
development challenges in agriculture and way forward under three 
broad areas; (a) Status of agri-input and their accessibility by small 
holders. There is raising demand for purchased inputs. Irrespective 
of farm-size, institutional credit is used to meet short-term production 
activities and there is lack of credit for creation of permanent assets. 
(b) India contributing significantly in production in many 
commodities in the world, but low in terms of product processing. 
Food processing industry (FPI) is one such window which provides 
better opportunity for product diversification and within FPI there is 
ample scope for fruits and vegetable processing to grow further. (c) 
Participation of private sector in agribusiness passed through 
institutional changes from traditional, small family owned enterprises 
to multinational companies. Though various business models such as 
contract farming, co-operative farming, e-choupal etc, are successful 
to provide better price to the farmers, but there reach is still limited. 
Some of the measures in terms of innovations to reduce transaction 
cost to reach small farmers and increasing professional management 
of agri-business will help to diversify the agri-business. 
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1. INTRODUCTION 

Recent developments in Indian agriculture witnessed an 
accelerated growth and regional convergence in agricultural 
productivity across the states. Faster growth in the low 
productive states and product diversification could be the 
major drivers for the accelerated growth in agriculture. 
Despite presence of degree of regional convergence in 
agricultural growth across the states, absolute productivity is 
still low in majority of the states (Nithyashree et al., 2013; and 
S.J. and Pal, 2014). Also this appreciable agricultural growth 
is still not reflecting in the national income. Since agriculture 
is a major source of livelihood for most of the farming 
community and majority of the rural population, the raising 
farm income and sustainable production, are key development 
challenges. The question is how to increase income of farm 
households and to reduce rural-urban disparity. The related 
challenges are development of infrastructure from production 
to distribution and investment for the sustainable agriculture, 
especially in the dry land regions. These challenges hold good 
for all the stakeholders in agriculture, and unless the small 
holders get the benefits of growth, the holistic development is 
not possible, because of their dominance not only in terms of 

number but also in terms of area coverage. In this context, this 
paper discusses some of the key development challenges in 
agriculture and way forward by understanding recent 
developments in the input and output markets, which in turn 
indicate the availability and arrangements, made for 
agricultural input and output flow, and how agribusiness is 
playing its role in these areas. More specifically, the paper 
examines the status of agri-inputs and their accessibility by 
small holders; product diversification and utilization; and 
finally role of agri-business in reaching small holders.  

2. DATA DESCRIPTION 

The study is mainly based on the secondary data. To study the 
status of agri-inputs and their accessibility, data were 
compiled from the Input Survey and other publications of the 
Ministry of Agriculture, Government of India (GoI). Key 
indicators of situation of agricultural households in India were 
taken from the report published by the Ministry of Statistics 
and Programme Implementation, GoI. To study product 
diversification data on processing were culled out from 
Ministry of Food Processing Industries and Agricultural and 
Processed Food Products Export Development Authority 
(APEDA) published by Ministry of Commerce and Industry. 

3. RESULTS AND DISCUSSION 

3.1 Agri-inputs and public investment in agriculture  

Increasing farm income and reducing rural-urban disparity is 
one of the key development challenges in today’s agriculture 
in India. As the average size of holding is decreasing steadily 
i.e. decreased to 1.15 ha in 2010 from 2.69 ha in 1960 and yet 
much of the population pressuring the agriculture for their 
source of livelihood. This demands more productivity from the 
limited land resource both in terms of quantity and quality. On 
the other hand, increasing consumer expenditure and health 
awareness demands more of fruits and vegetables and other 
protein rich food along with quality food grains. This has 
encouraged the commercialization of agriculture and farmer’s 
willingness to pay for quality and timely availability of inputs 
which in turn raised the share of purchased inputs. As shown 
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3.2 Product diversification and its utilization 

India’s position in world agriculture is showcasing the country 
effort to transform itself from food deficit to food surplus 
country. As India ranks first in pulse, jute, and milk 
production and second in most of the commodities (rice, 
wheat, groundnut, vegetables, potato, onion, sugarcane, 

cotton) in the world production. Food grains and horticulture 
contributing equally of 25 % each and livestock and 
commercial crops contributing 33% and 17% respectively to 
the total agriculture output in India (Figure 3). How best these 
produce are utilised domestically and internationally is a 
matter of concern.  

 

Source: Adopted from Singh et al, 2014. 
Figure 2: Trend in Public Expenditure on Agriculture 

 

Food processing industry (FPI) is one such window which 
allows the fresh commodities to extent its self-life by reducing 
huge post-harvest loss and to earn income by capturing 
increasing demand for quality and processed food at domestic 
and international market. As shown in Table 2, currently FPI 
contributing 1.5% and 12.2 % to gross domestic product 
(GDP) and agricultural GDP, respectively. As an important 
source of investment, share of foreign direct investment (FDI) 
to FPI is raised to 1.8% in 2012-13 from 0.33% in 2008-09. 
However, compared with other manufacturing industries, FPI 
contribution to the country’s output is stagnant at 1.5% during 
the past five years with very little fluctuation in between. On 
the other hand, increasing horticulture production did not 
contribute much in the list of exported FPI commodities. It is 
clear from the Tables 2 and 3, share of processed fruits and 
vegetables to FPI-exports decreased to 1.99% in 2012-13 from 
3.76 in 2008-09 and its share in terms of total value within the 
FPI is least, i.e. 1.56%. 

 

As Government has been focusing on many policy 
reforms during post-2000, no industrial licence is required to 
start industry (except few items like alcohol, beer, etc,). Food 
parks and export zones as an export promotion which provides 
benefits like duty free imports and exempt from corporate 
taxes etc. The government also allowed 100% FDI in FPI. 
Within FPI there is ample scope for fruits and vegetable 
industries to grow further. Nevertheless, processing industries 
facilitate proper product diversification and its utilization, 
which can gear up employment to the rural youths, and 
thereby economy can get more of skilled/semi-skilled 
manpower. This will be a shift from casualized temporary jobs 
as proportion of casual labours has risen to 47 % from 33 % 
during 2004-2010 (Nithyashree and Pal, 2013). 
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Food processing industry (FPI) is one such window which 
allows the fresh commodities to extent its self-life by reducing 
huge post-harvest loss and to earn income by capturing 
increasing market demand for quality and processed food both 
at domestic and international market. However, FPI 
contribution to the country’s output is stagnant at 1.5% since 
the past five years. Since horticultural production is rising 
faster, there is ample scope for fruits and vegetable processing 
industries to grow further and provide gainful employment.  

Participation of private sector in agribusiness particularly 
in agri-input and service sector, passed through many 
institutional changes. These changes have benefited the 
farmers by providing better services and prices to them. 
Though various business models such as contract farming are 
successful to offer better price to farmers, some measures like 
innovations to reduce transaction cost, promote inclusiveness, 
and increase professional strength for management further 
diversify the markets and improve efficiency of services to 
farmers. 
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