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About this book
This book is designed for providing skill training and/or upgrading the knowledge and basic skills to
take up the job of ‘Processed Food Entrepreneur' in 'Food Processing' sector. All the activities carried
out by a specialist are covered in this course. Upon successful completion of this course, the candidate
will be eligible to work as a Processed Food Entrepreneur.
This Participant Handbook is designed to enable training for the specific Qualification Pack (QP).
Each National Occupational Standards (NOS) is covered across Unit/s.
Key Learning Objectives for the specific NOS mark the beginning of the Unit/s for that NOS.
•
•
•
•
•
•

Evaluate and develop entrepreneur skills
Selection of product and business planning
Prepare for startup of food processing unit
Start food processing unit
Complete documentation and record keeping
Ensure food safety hygiene and sanitation

Symbol Used

Key Learning
Outcomes

Steps

Tips

Exercise
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1. Introduction
Unit 1.1 – Introduction to the Training Programme
Unit 1.2 – Introduction to the Food Processing Industry
Unit 1.3 – Market Trend of Processed Food Products
Unit 1.4 – Attributes of a Processed Food Entrepreneur
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Explain the purpose of training;
Discuss the National Occupational Standards and Qualification Pack;
Define food processing;
List the various sectors of the food processing industry;
Describe the various stages of food processing for converting raw materials to food products;
Describe the market trends for processed food products;
State the various internal processes for managing a food processing unit;
State the roles and responsibilities of processed food entrepreneur;
State the standard operating procedures in food processing units.
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UNIT 1.1: Introduction to the Training Programme
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Explain the purpose of training;
Discuss the National Occupational Standards and Qualification Pack.

1.1.1 Purpose and Benefits of the Training Programme
This training programme is developed to impart specific skills to individuals who wish to be a Processed
Food Entrepreneur. The training programme is based upon the National Occupational Standards for
the food processing sector. The National Occupational Standards have been described in the following
subsection of this chapter.
The training programme will enable an individual to:
•

evaluate and develop entrepreneur skills;

•

select product and plan business;

•

prepare for start up of food processing unit;

•

start food processing unit;

•

complete documentation and record keeping;

•

ensure food safety, hygiene and sanitation.

After successful completion of training and passing the assessment, you will be issued a certificate.
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1.1.2 Introduction to QP and NOS
This training programme is intended for imparting basic skill and knowledge relevant to the job role,
required to perform at a food processing industry. This programme is based on qualification pack
called Processed Food Entrepreneur. The Qualification Pack Code for Processed Food Entrepreneur is
FIC/Q9001. This is also called a QP.
A QP consists of a set of National Occupational Standards (NOS). NOS specify the standard competency
a worker must achieve when carrying out a function at the workplace.
Under Processed Food Entrepreneur QP, there are six NOSs which detail the functions to be performed
at work site as a Processed Food Entrepreneur.
NOS Code

Major Function/Task

FIC/N9005

Evaluate and develop entrepreneur skills

FIC/N9006

Selection of product and business planning

FIC/N9007

Prepare for start up of food processing unit

FIC/N9008

Start food processing unit

FIC/N9009

Complete documentation and record keeping

FIC/N9010

Ensure food safety, hygiene and sanitation
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UNIT 1.2: Introduction to the Food Processing Industry
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

Define food processing;
List the various sectors of the food processing industry;
Describe the various stages of food processing for converting raw materials to food products.

1.2.1 Food Processing
Agriculture is the backbone of the Indian economy. The produce from various agriculture-based
occupations is primarily used for consumption within the country. It is exported to different parts of
the world as well. Agricultural produce is also used as raw material in the food processing industry.
Food processing is the method used to convert raw materials into food products. They could be
processed foods, ready-to-eat foods, food additives or foods used to prepare other food products.
Besides food processing, the food industry also relies on food preservation as an important method to
store food products for longer periods of time.
The food processing industry in India is divided into several sub-sectors. They are:
Whole milk powder, skimmed milk
powder, condensed milk, ice-cream,
butter and ghee, cheese, etc.

Snack foods,
namkeen, biscuits,
ready-to-eat foods,
alcoholic and nonalcoholic beverages

Biscuits, breads,
buns, cakes,
confectionery,
pastries, cookies, etc.

Dairy

Consumer foods

SubSectors
of Food
Processing
Industry

Fruit and vegetable
processing

Beverages, juices,
concentrates,
pulps, slices, frozen
and dehydrated
products, potato
wafers, pickles, etc.

Grains and cereals

Bread and bakery

Meat and poultry
processing

Fisheries

Frozen and packed meat,
egg powder, etc.

Fig. 1.2.1. Sub-Sectors of food processing industry
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Fish oil, frozen and
canned products

Flour, bakeries,
starch glucose,
cornflakes, malted
foods, vermicelli,
beer and malt
extracts, grain-based
alcohol, etc.
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The Indian food industry is a star sector in India with bright prospects for growth and development.
The Indian food and grocery market is the sixth-largest in the world. The food industry, particularly
the food processing sector in India, has shown immense potential due to its quick-paced growth. Food
processing ranks fifth in the country in terms of its production, growth, export, and consumption. One
of the recent trends that is seen in this sector is the online ordering of food. Even though this segment
is still in its early stages of development, it is growing at an increasingly fast pace.
The food industry is implementing stringent food safety and quality measures in order to attract more
investors and ensure the safety of its existing consumers. All these factors will have a positive impact
on the way the sector functions and also on the job market in the country.
Women have always been associated with preparing food for the family or the household, but in modern
times women are breaking this stereotype and turning entrepreneurs in this sector. Women are also
becoming professional chefs and bakers, and contributing to the economy and towards the sector.

1.2.2 Journey of Food from Harvest to Consumer
The following chart shows the journey that food material goes through to become a final, consumable
product to various customers.
Harvesting

Post-Harvesting

Processing Units

Market

Food Processing

Finished Products

Distribution

Local Market (Domestic)

Retail

Export

Institutional
(Hotels and Restaurants, Railway Canteens, Catering Services)

Fig. 1.2.2. Journey of harvested food
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UNIT 1.3: Market Trend of Processed Food Products
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Describe the market trends for processed food products;
State the various internal processes for managing a food processing unit.

1.3.1 Indian Food Processing Industry
Accounting for about 32 per cent of the country’s total food market, the food processing industry is
one of the largest industries in India. It is ranked fifth in terms of production, consumption, export and
expected growth. The total food production in India is likely to double in the next 10 years with the
country’s domestic food market estimated to reach US$ 258 billion by 2015.
Structure of the Indian Food Processing Industry
Small Scale
Industries
33%

Unorganised
42%

Organised
25%
Source: FAIDA/Ministry of Food Processing Industries
Fig. 1.3.1. Structure of the Indian food processing industry

1.3.2 Market Size
The Indian food and grocery market is the world’s sixth largest, with retail contributing 70 per cent of
the sales. It is projected to grow at the rate of 104 per cent, touching US$ 482 billion by 2020.
The Indian food processing industry accounts for 32 per cent of the country’s total food market, 14 per
cent of manufacturing GDP, 13 per cent of India’s exports and six per cent of total industrial investment.
Indian food service industry is expected to reach US$ 78 billion by 2018.The Indian gourmet food
market is currently valued at US$ 1.3 billion and is growing at a CAGR of 20 per cent. It is expected to
cross US$ 2.8 billion by 2015.
Food Processing share in
Manufacturing

91%

9%

Food Processing Segments

24.5
5.0
10.8
19.6
40.2

Source: D&B Research
Fig. 1.3.2. Market size
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1.3.3 Ministry of Food Processing Industries
The Ministry was set up in 1998 and the industry segments that come under its purview are:
•

Fruit and Vegetable processing (including freezing and dehydration)

•

Grain Processing

•

Processing of Fish (including canning and freezing)

•

Processing and refrigeration of certain agricultural products, dairy products, poultry and eggs,
meat and meat products

•

Industries related to bread, oilseeds, meals (edible), breakfast foods, biscuits, confectionery, malt
extract, protein isolate, high protein food, weaning food and extruded food products (including
other ready-to-eat foods)

•

Beer, including non-alcoholic beer

•

Alcoholic drinks from non-molasses base

•

Aerated water and soft drinks

•

Specialised packaging for food processing industries.
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UNIT 1.4: Attributes of a Processed Food Entrepreneur
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

State the roles and responsibilities of a processed food entrepreneur;
State the standard operating procedures in food processing units.

1.4.1 Roles and Responsibilities
The following table explains the roles and responsibilities of a Processed Food Entrepreneur.
• Explore the market to identify opportunities and building on it
• Create and establish a food processing organisation
• Innovate and give a different dimension to a product or process
• Start and manage a business
• Gain and expand knowledge on food processing technology and food laws and regulations
• Work towards making a profit by marketing and selling the product(s)
As per the Minimum Wages Act, 1948, the minimum wage rate for employees of the Food Processing
Industry is as follows:
Monthly Basic
Wages (`)

Category/Post
Manager

6,600

Marketing Controller, Chief Analyst, Accounts Officer

5,510

Assistant Manager, Supervisor, Production Supervisor, Purchase Supervisor,
Packing Supervisor, Purchase Manager, Purchase Officer, Sales Manager,
Sales Officer, Cleaning Supervisor

4,784

Icing Master, Sweet Master, Analyst

4,368

Plant Operator, Oven Operator, Mixing Machine Operator, Machine
Operator, Boiler Operator, Lab Technician

4,238

Sales Executive, Sales Representative, Mechanic, Electrician, Electriciancum-Mechanic, Plumber

4,108

Accountant, Clerk, Storekeeper, Typist, Stenographer, Cashier, Computer
Operator, Receptionist, Front Office Assistant, Salesman, Van Salesman,
Driver, Sweet Maker, Icing Assistant

4,000

Production Workers, Plant Workers, Sales Assistant, Bottling Worker, Soda
Maker

3,926

Attender, Peon, Watchman, Security Guard, Packers, Labelling Workers,
Loading and Unloading Workers

3,874

Cleaner, Sweeper

3,727

Link: http://www.lc.kerala.gov.in/images/MWN/foodproeng.pdf
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Exercise
1.

Fill in the blanks with the correct option
a.

Food
i.

b.

ii.

dispersing

iii. processing

Journey of food from harvest ultimately reaches the
i.

c.

proofing

is the method used to convert raw materials into food products.

consumers

ii.

bankers

iii. builders

Consumer foods

ii.

iii. Fisheries

32 percent

ii.

is to ensure minimum wage rate for employees

Minimum Wages Act, 1948

ii.

iii. MRTP Act

Factories Act,1948

iv. FERA

Processed food entrepreneur has to gain and expand knowledge on
food laws and regulations.
i.

food processing technology

ii.

iii. food science and technology

iv. information and communication
technology

second

ii.

iii. fifth
h.

and

food technology

The Indian food and grocery market is the world’s
contributing 70 per cent of the sales.
i.

largest, with retail
sixth

iv. third
is the backbone of the Indian economy.

i.

Agriculture

ii.

iii. Mining
i.

12 percent

iv. 56 percent

The main objective of the
of the Food Processing Industry.
i.

g.

Grains and cereals

iv. Dairy

iii. 40 percent

f.

iv. packers

The food processing industry is one of the largest industries in India, accounting for about
of the country’s total food market.
i.

e.

.

sub-sector produces whole milk powder, skimmed milk powder,
condensed milk, ice-cream, butter and ghee, cheese, etc.
i.

d.

iv. picking

Food
of time.
i.

Fishing

iv. Meat and Poultry
is an important method to store food products for longer periods

preparation

ii.

iii. consumption

preservation

iv. allocation
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j.

sub-sector produces juices, jellies, pulps, pickles, jams etc.
i.

Dairy

ii.

iii. Fisheries

Grains and cereals

iv. Fruit and Vegetable processing

Notes
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2. Food Safety, Hygiene
and Sanitation for
Processing Food
Products
Unit 2.1 – Sanitation and Hygiene
Unit 2.2 – Safety Practices
Unit 2.3 – Good Manufacturing Practices (GMP)
Unit 2.4 – Hazard Analysis and Critical Control Point (HACCP)
Unit 2.5 – Introduction to Food Microbiology, Food Spoilage
and Food Preservation
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.

State the personal hygiene and sanitation guidelines;

2.

State the food safety and hygiene standards to follow in a work environment;

3.

List the different sanitisers used in the process area and equipment;

4.

Follow health and safety practices in the work area;

5.

State the importance of safety, hygiene, and sanitation in the food processing industry;

6.

Follow the industry standards to maintain a safe and hygienic workplace;

7.

State the storage and stock rotation norms;

8.

Follow HACCP principles to eliminate food safety hazards in the process and products;

9.

State the types of food microbes;

10. State the causes for food spoilage;
11. State the process for food spoilage;
12. State the criteria to check food spoilage;
13. State the need for food preservation;
14. State the different types of food preservation processes;
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UNIT 2.1: Sanitation and Hygiene
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

State the personal hygiene and sanitation guidelines;
State the food safety and hygiene standards to follow in a work environment;
List the different sanitisers used in the process area and equipment.

2.1.1 Personal Sanitation
Sanitation and hygiene are the most important aspects to take care of when working in a food
processing area. Some important sanitation and hygiene practices that must be followed are:
Maintain a high standard of personal cleanliness viz. have a bath every day
and wear clean clothes to work.
Wear Personal Protective Equipment (PPE) such as aprons, mouth mask,
head cover, face mask, hand gloves, gum boots, and beard cover mask at
all times during work hours.
Always keep your finger nails trimmed.
Always keep your hair trimmed and wear a hair net while working.

Fig. 2.1.1. Personal sanitation

Wash your hands and feet at the designated area or wash
stations provided.
Wash your hands with soap and water each time before
you enter the production area.
Fig. 2.1.2. Washing hands with soap and water

Refrain from smoking, spitting, chewing paan, sneezing or
coughing over any food when in the production area.
Do not handle food when suffering from a disease, illness,
burns, injury or infection.
Fig. 2.1.3. Do not smoke, spit, cough

Take proper and timely medical treatment when you are ill or
if you have met with an accident.
Visit a registered medical practitioner at regular intervals to
keep a check on your health.
Fig. 2.1.4. Timely medical treatment
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2.1.2 Food Safety and Quality
•

Examine raw materials for pesticide residues and/or pathogens

•

Ensure hygienic conditions from food production till the customer

•

Identify stages of possible contamination and ensure that controls are in place

•

Check water samples for microbial analysis

2.1.3 Fruit and Vegetables Used in Processing
•

Wash fruit and vegetables in potable water

•

Maintain appropriate levels of chlorine in the tanks in which fruit and vegetable is washed

•

Examine and adjust chlorine level if it falls below required levels

•

Wash and sanitise the crates and boxes for packing fruit and vegetables

16
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UNIT 2.2: Safety Practices
Unit Objectives
At the end of this unit, you will be able to:
1.

Follow health and safety practices in the work area.

2.2.1 Symbols
There are some symbols that you must know and understand to ensure safety in case of an
emergency or fire. They are:

Caution

Danger Fragile Roof

Dangerous Chemicals

Do Not Enter

Danger Scaffolding Incomplete

Beware of Electric Shock

Electric Hazard

Never put your Hand Inside
During the Operation

Highly Flammable

Hot Surface Do Not Touch

Mind Your Head

Never Open the Cover During
the Operation

17
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Use the Dustbin

Never Touch Moving Part

Wear Eye Protection

Wear Protective Clothing

Warning Slippery Floor

This is a Tobbacco Free
Workplace

Assembly Point

Fire Exit

Fig. 2.2.1. Safety symbols

2.2.2 Emergency Measures
During an emergency, you must follow certain measures to tackle the situation in an organised manner.
These measures are:
• Do not panic
• Respond to your senior immediately or inform the matter to the concerned person
• Prepare against the emergency situation by keeping a fire bucket and a water source handy
• Evacuate the work area
After the emergency, you must:
• Report the situation to a senior or the concerned authority
• Undertake recovery measures
Fire Safety Measures
Just like emergency measures, some common fire safety measures must be followed in case of fire.
They are:
• Press the closest fire alarm button (if available)
• Call the fire brigade
• Assemble at the assembly point or designated area for safety
• Evacuate the building from the closest fire exit
18
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Types of Fire and Fire Extinguishers
Choosing the right extinguisher can prevent property damage
and save lives
Types of Fire Extinguishers

Water

Types of Fire

Foam

CO2

Dry
Chemical

Class A:
Paper, Wood,
Plastic Fabric,
Rubber, Trash
Class B: Oil,
Petrol, Some
Paints and
Solvents
Class C: Electrical
Equipment,
Appliances,
Computers
Fig. 2.2.2. Types of fire and fire extinguishers

How to use the Fire Extinguisher?
2. Squeeze
the handle

1. Pull the Pin

3. Aim nozzle at
base of fire

4. Sweep nozzle
side to side

Fig. 2.2.3. Fire extinguisher

How to use the Fire Buckets?
Use the fire
bucket filled
with sand/water

				

Dump the sand/
water on the fire

Fig. 2.2.4. Fire bucket
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UNIT 2.3: Good Manufacturing Practices (GMP)
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.

State the importance of safety, hygiene, and sanitation in the food processing industry;
Follow the industry standards to maintain a safe and hygienic workplace;
Follow HACCP principles to eliminate food safety hazards in the process and products;
State the storage procedures for raw materials, packaging materials and finished goods;
Explain stock rotation methods.

2.3.1 Good Manufacturing Practices (GMP)
GMP is a set of guidelines proposed by the Food Safety Standards Authority of India (FSSAI) to ensure
the production of high quality and safe processed foods. It requires a qualitative approach towards
manufacturing to reduce chances of microbial contamination, spoilage, and errors.
GMP – Areas of Focus

Personnel hygiene

Maintenance of
equipment

Process validation

Area of focus

GMP

Personnel hygiene

•
•
•
•
•

Fig. 2.3.1. Personnel hygiene

Fig. 2.3.2. Facilities for toilets

Sanitation of the work area

•

•
•

•
Fig. 2.3.3. Designated area for
keeping utensils

Sanitation of the
work area

Fig. 2.3.4. Sanitation of the
work area
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Your organisation follows strict
hygiene and sanitation guidelines
You are provided training on Good
Manufacturing Practices (GMP)
You are in a sound health condition
during working hours
You follow high standards of
cleanliness
Your processing unit has enough
facilities for toilets and wash stations
The processing unit where you work
is located in a clean, pollution-free
area
The entire processing unit is well
ventilated and has adequate lighting
The entire work area follows
high standards of cleaning and
sanitisation
There is a designated area for
keeping utensils and equipment. It is
kept clean and pest-free at all times
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Equipment maintenance

•

•

•
Fig. 2.3.5. Equipment
maintenance

Fig. 2.3.6. Monthly schedule

Process validation

•

Stage 1:
Process
Design

•
Stage 3:
Continuous
Process
Verification

Stage 2:
Process
Qualification

Fig. 2.3.7. Process validation

Fig. 2.3.8. Quality checks

•

The equipment used for processing
foods is protected against
contamination from lubricants,
metal fragments, fuel, and
contaminated water
The cleaning and maintenance of
tools, materials, and equipment is an
easy process
The organisation follows a cleaning
and sanitising drill as per daily,
weekly, and monthly schedules
All processes of production,
like raw material procurement,
execution, storage, packaging, and
logistics follow strict organisational
parameters
Quality checks are conducted
at each step of production. This
helps to ensure that food quality is
maintained as per prescribed norms
and standards
The stock rotation of finished
product follows the FEFO and FIFO
methods. This is to ensure that
there is a minimum chance of food
spoilage. It will also help to retain
the taste of processed foods

2.3.2 Storage Methods
General Storage Norms
Storage is done on various levels in India. First and foremost, storage structures are made at the
farmer level. Some considerations that need to be taken into account, in building a storage structure
to minimise losses are:
• the structure must be elevated and away from moist places
• the structure must be airtight
• rodent proof material should be used
• surroundings must be clean
• the structure must be plastered with an impervious clay layer to avoid termite attack
The following table displays the maximum percentage of moisture that is allowed for safe storage:

Commodity

Moisture content (% wet basis)

Paddy (raw)

14

Rice (parboiled)

15

Wheat

12
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Commodity

Moisture content (% wet basis)

Maize, barley, ragi, pulse, turmeric, wheat, atta, maida, besan

12. 5

Coriander, chillies

10

Groundnut pods

6-7

Mustard seed

5-6

Bulk storage of food grains in India
There are many kinds of storage systems followed depending on the length of storage and the product
to be stored.
Cover and Plinth Storage
This is an improvised arrangement for storing food grains in the open, generally on a plinth which is
damp and rat proof. The grain bags are stacked in a standard size on wooden dunnage. The stacks are
covered with 250 micron LDPE sheets from the top and all four sides. Food grains such as wheat, maize,
gram, paddy, and sorghum are generally stored in CAP (cover and plinth) storage for 6-12 month period.
It is the most economical storage structure and is being widely used by the FCI (Food Corporation of
India) for bagged grains.
Community Storage Structures
Bulk storage structures of higher capacity, ranging from 25-100 tonne are termed community storage
structures. They are made from reinforced bricks, corrugated galvanised sheets and aluminium sheets
in capacities ranging from 25 to 57 tonne.
Rural Godowns
The rural godowns are primarily meant for providing warehousing facilities to the farmers. The godowns
are of 100 to 1000 tonne capacity. They are owned by FCI, central and state warehousing corporations,
market committees, or cooperatives looking to the need for having storage structures or facilities for
agricultural produce. The Government of India appointed an expert committee (1979-1980) which
concluded that there was a need for storage facilities for 2 million tonnes of food grain. The Government
of India, keeping in view these recommendations, has given a 50% subsidy for the construction of rural
godowns. Therefore, godowns are being constructed on a large scale in Indian villages.
Standards for Storage Structures
To achieve uniform performance from any structure, it is essential that the construction material and
the method of construction should conform to a predetermined standard. The same applies in the case
of storage structures, and for this purpose the Indian Bureau of Standards, New Delhi, has devised
standards after careful examination of the storage needs. In order to minimise losses during storage,
users are exhorted to adhere to these standards during construction.

2.3.3 Stock Rotation
FIFO
FIFO (First In First Out) is a basic rule of product rotation that protects product quality and freshness.
Rotate food so the first products displayed (IN) is the first products sold (OUT) to minimise spoilage
and waste. For doing this, the code date on the product should be used. Products should not be used
past their code or “use-by” dates.
Method of using FIFO
•
•

Find the product’s code date and remove out-of-code items
Move previously received merchandise forward and/or to the top of the stack
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•
•

Put new items at the back of the row and/or on the bottom of the stack
Always position products on the shelf/tray so the oldest products will be used first

Fig. 2.3.9. FIFO stock rotation

FEFO
FEFO is an acronym of the words First Expired, First Out. Material requirements are serviced in the
order of items with the earlier date of consumption regardless of the date of entry or acquisition.

Fig. 2.3.10. FEFO stock rotation
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UNIT 2.4: Hazard Analysis and Critical Control Point (HACCP)
Unit Objectives
At the end of this unit, you will be able to:
1.

Follow HACCP principles to eliminate food safety hazards in the process and products.

2.4.1 What is HACCP?
Hazard Analysis and Critical Control Point (HACCP) is an international food safety regulation that is
followed to reduce the risk of hazards in a food processing unit. It is a system that identifies possible
hazards and controls them at various points of the production process. The HACCP is based on seven
principles. They are:
Conduct a hazard analysis
•

Evaluate the production process and identify the points where hazards (physical, chemical,
and biological) may be introduced

Identify critical control points
•
•

Identify the critical points in the process plan where a hazard may occur
Plan preventive measures at that critical point to control the risk

Establish critical limits
•
•

State the boundary line between safe and unsafe processes
State the limit until which a critical point maybe controlled

Establish a monitoring system
•

State the process of monitoring critical points and critical limits

Establish corrective measures
•

Specify the corrective actions that should be followed when critical limits are crossed

State verification procedures
•
•
•

State the verification process to check whether HACCP principles are applied and followed
Test the HACCP plan and ensure compliance on a regular basis
Check whether the HACCP plan helps to prevent hazards effectively

Follow record-keeping procedures
•
•
•
•

Keep records of all the critical points
Maintain a log of situations when critical limits were exceeded
State the corrective measures that were applied
Include records of the development and maintenance of the system
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UNIT 2.5: Introduction to Food Microbiology, Food Spoilage
and Food Preservation
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.

State the types of food microbes;
State the causes for food spoilage;
State the process for food spoilage;
State the criteria to check food spoilage;
State the need for food preservation;
State the different types of food preservation processes;

2.5.1 What is Food Microbiology?
Food microbiology is the study of microorganisms found in food products. Microorganisms are
classified as:
Good

Harmful
Leads to food borne
diseases

Helps in processing food

e.g. dysentery caused
due to pathogenic
microorganisms

e.g. fermented foods

Helps in preserving food

Leads to food spoilage

e.g. food preservatives

e.g. food decay

Works probiotics
e.g. culture in curd
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2.5.3 Types of Food Contaminants
Food spoilage is the process by which the original nutritional value, texture, flavours, and the form of
food is damaged. The food then becomes harmful and unsuitable for human consumption.
Some types of contaminants in food are:
Types of
contaminants
Microbial

Examples
Bacteria, moulds, yeasts, viruses, etc.

Fig. 2.5.1. Microbial contaminants

Biological

Hair, excreta, bone splinters, etc.

Fig. 2.5.3. Biological contaminants

Chemical

Fig. 2.5.4. Biological contaminants

Pesticide residues, detergents, etc.

Fig. 2.5.5. Chemical contaminants

Physical

Fig. 2.5.2. Microbial contaminants

Fig. 2.5.6. Chemical contaminants

Bolts from machinery, stones, glass, etc.

Fig. 2.5.7. Physical contaminants

Fig. 2.5.8. Physical contaminants
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Process of Food Spoilage
The following process chart shows how food spoilage takes place:
Microorganisms enter food

Microorganisms use food as source of nutrients
and multiply
Fig. 2.5.9. Insects in grains

Microorganisms produce enzymatic changes

Enzymatic changes affect the flavours, texture,
shape/form, colour and odour of the food
Fig. 2.5.10. Moulds on vegetables

Leads to food spoilage

Classification of Food Based on Spoilage
The following table shows how food is classified based on spoilage:
Non-perishable foods

Semi-perishable foods

Does not spoil unless handled
carelessly

Spoils only if handled
carelessly or stored improperly

E.g.: Sugar

E.g.: Potatoes

Perishable foods
Spoils readily and needs
to be stored with special
preservatives/processes
E.g.: Milk

Parameters to Check Food Spoilage
Following parameters will help you to check food spoilage:

Odour

Colour
Parameters

Flavour

Texture
(formation
of slime)

Shape/form
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2.5.4 What is Food Preservation?
Food preservation is the process by which processed and unprocessed food is protected against
microbes, spoiling agents, and contaminants. The objective of preserving processed food is to:
•
•
•
•
•
•
•

Retain the original nutritive value
Retain the original colour
Retain the original flavour
Retain the original texture of the food
Extend the shelf life of the food
Ensure year-round availability
Prevent or delay spoilage

Common Methods of Food Preservation
The most commonly followed methods of food preservation are:
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Fresh storage
Cold storage
Freezing
Drying/dehydration
Concentration
Chemical preservation
Preservation with sugar
Pasteurisation
Sterilisation
Filtration
Irradiation
Curing
Fermentation
Salting

Exercise
1.

Arrange the right sequence of food spoilage.
Order the steps
(as 1, 2, 3, 4 and 5)

Procedure/ Steps
a.

Leads to food spoilage

b.

Microorganisms produce enzymatic changes

c.

Microorganisms enter food

d.

Enzymatic changes affect the flavour, texture,
shape/form, colour, and odour of the food

e.

Microorganisms use food as a source of
nutrients and multiply
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2.

Fill in the blanks with the correct option
a.

Food microbiology is the study of
i.

found in food products.

organisms

ii.

iii. bacteria
b.

iv. microorganisms

is the process by which the original nutritional value, texture, flavours,
and the form of food is damaged.
i.

Food spoilage

ii.

iii. Food storage
c.

iv. Food contamination

Food storage

ii.

iii. Food contamination

iv. Food wastage
proof material.

dust

ii.

iii. air

iv. animal

circulation

ii.

iii. rotation

iv. storage

FIFO

ii.

iii. FEFO

LIFO

iv. LIFO & FEFO

FIFO

ii.

iii. FEFO

LIFO

iv. LIFO & FEFO

is an international food safety regulation that is followed to reduce the
risk of hazards in a food processing unit.
i.

GMP

ii.

iii. FIFO
i.

.

Products are used according to their date of expiration regardless of the date of entry or
acquisition in
.
i.

h.

pile

Products should not be used past their code or “use-by” dates in
i.

g.

rodent

Stock
means arranging the oldest units in inventory or storage in such a
way that it is consumed before the newer units.
i.

f.

Food preservation

A storage structure should be built using
i.

e.

Food wastage

is the process by which processed and unprocessed food is protected
against microbes, spoiling agents, and contaminants.
i.

d.

yeast

HACCP

iv. NABARD

is a set of guidelines proposed by the FSSAI to ensure the production of
high quality and safe processed foods.
i.

GMP

ii.

iii. FIFO

HACCP

iv. NABARD
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3.

Identify the correct focus area of GMP from the list given. Mark the correct option
GMP
a.

Area of Focus

All processes of production like raw material
procurement, execution, storage, packaging, and
logistics follow strict organisational parameters.

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation

b.

The equipment used for processing foods is
protected against contamination from lubricants,
metal fragments, fuel, and contaminated water.

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation

c.

Your processing unit has enough facilities for toilets
and wash stations.

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation

d.

The entire work area follows high standards of
cleaning and sanitisation.

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation

e.

The entire processing unit is well ventilated and
has adequate lighting.

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation

f.

The organisation follows a cleaning and sanitising
drill as per daily, weekly, and monthly schedules.

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation

g.

You are provided training on Good Manufacturing
Practices (GMP).

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation

h.

You are in sound health condition during working
hours.

Personnel hygiene
Sanitation of the work area
Equipment maintenance
Process validation
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4.

Match the columns
Hazard Analysis

HACCP Principle

a.

Plan preventive measures at that critical point
to control the risk

i.

Follow record-keeping procedures

b.

State the boundary line between safe and
unsafe processes

ii.

State verification procedures

c.

Specify the corrective actions that should be
followed when critical limits are crossed

iii. Establish critical limits

d.

Test the HACCP plan and ensure compliance on
a regular basis

iv. Establish a monitoring system

e.

Maintain a log of situations when critical limits
were exceeded

v.

f.

Evaluate the production process and identify
the points where hazards may be introduced

vi. Identify critical control points

g.

State the process of monitoring critical points
and critical limits

vii. Establish corrective measures

Notes
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3. Evaluate and Develop 		
Entrepreneur Skills
Unit 3.1 – Concept of Entrepreneurship and Business 		
Opportunities
Unit 3.2 – Exercise
Unit 3.3 – Interpersonal Relationship
Unit 3.4 – Market Survey Methods
Unit 3.5 – Food Laws and Regulations
Unit 3.6 – Self- Assessment
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.

Describe the concept of entrepreneurship;

2.

State the benefits of entrepreneurship;

3.

Explore opportunities in the field of business;

4.

Identify the right opportunity in the food processing sector;

5.

Evaluate the feasibility of starting a food processing unit;

6.

Evaluate self to become an entrepreneur;

7.

Describe the role of communication and behaviour in a business relationship;

8.

State the importance of interpersonal skills to maintain good relationships at the workplace;

9.

State the different methods to conduct market survey;

10. State the food laws and regulations to be followed in food processing units;
11. Undertake a self assessment test;
12. Identify personal strengths and weaknesses.
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UNIT 3.1: Concept of Entrepreneurship and Business Opportunities
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.

Describe the concept of entrepreneurship;
State the benefits of entrepreneurship;
Explore opportunities in the field of business;
Identify the right opportunity in the food processing sector;
Evaluate the feasibility of starting a food processing unit.

3.1.1 Concept of Entrepreneurship
Entrepreneurship is doing something new. A person who starts a truck service in an area where there
are no trucks, a man who develops salt pans where they do not exist, an inventor who invents a
new product are all entrepreneurs. They are doing something new. Entrepreneurship is different from
running a business. A man, who runs a textile factory inherited from his father, is a businessman. He is
hardly an entrepreneur.
Usually, entrepreneurship has a profit motive behind it. When there is no profit motive, and it is done
for the good of the community, it becomes Social Entrepreneurship. A man who starts a free school in
an area where there is low literacy may not expect any returns or profit from the school. He is doing it
with a motive of benefiting his village or community. He is a Social Entrepreneur.
Who is an Entrepreneur?
An entrepreneur is one who creates a new business in the face of risk and uncertainty for achieving profit
and growth opportunities and assembles the necessary resources to capitalise on those opportunities.
Traits of an Entrepreneur
•

Desire for responsibility

•

Preference for moderate risk

•

Confidence in their ability to succeed

•

Desire for immediate feedback

•

High level of energy

•

Future orientation (serial entrepreneurs)

•

Skill in organisation

•

Value of achievement over money

•

High degree of commitment

•

Flexibility

•

Willingness to accept risk, work hard and take action

The Benefits of Entrepreneurship
The primary benefits entrepreneurs enjoy include the opportunity to:
•

Create your own destiny

•

Create a new product or service

•

Make a difference to the society

•

Generate impressive profits

•

Do what you enjoy and have fun at it!
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3.1.2 Business Opportunities in Entrepreneurship
Exploring Opportunities
Opportunity is defined as an uncertainty that could have a positive effect on a business leading to
benefits or rewards. An opportunity if not availed at an appropriate time may become a threat in the
long run as it may be harnessed later by the competition. At a time several opportunities may coexist
in the market and a marketer may have to prioritise and identify the right opportunities that he can
serve. Focus on the right opportunities brings a strategic advantage into the business while inability to
do so makes the business vulnerable to competitive forces.
Opportunities and threats refer to external factors that can affect the future of business over which it has
no control. Opportunities are observed trends/possible trends in the environment, which are attractive
to the firm. Threats are observed/possible trends in the environment that could be detrimental to the
firm. Failure to identify opportunities and threats could lead to a position of stagnation.
Assessing opportunity means finding out how big a particular opportunity is. If a rural entrepreneur
decides to start a bicycle repair shop, before making any investments, he should have a good idea as
to how much money he can make from it. He should also be aware of the capital investments that he
would have to make.
Assessing opportunity means finding out the demand for bicycle repair. In order to do that, he first has
to estimate the number of bicycles, the frequency of them going in for repairs, the different types of
repairs possible and the prices he can charge.
Opportunity Analysis in Steps
•
•

•

•
•

The first and foremost step in opportunity analysis is to prioritise the available opportunities on
the basis of their gross market potential.
The business may select the most promising opportunity by estimating the available market upon
excluding the already served market. The served market is usually captured by direct or indirect
competition.
The business then defines the value it can provide to the customers within the available market.
On the basis of the value proposition it wants to offer, the business defines the market segment
to be served.
The size of the market segment needs to be estimated to understand the actual potential of the
business proposition.
The next step is of targeting the identified market segment with appropriate marketing mix and
market strategy. It involves decisions like product and service features, pricing, promotion and
distribution channel.
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Identifying the Right Opportunity

1

2

3

4

5

Market Potential Determination after
accounting for competition
Available Market/
Segments
Understanding Customer needs and
its hierarchy
Defining Value and Value
Proposition
Selecting right basis for segmenting the market
Segment Definition and Size
Estimation

Targeting the segment
1.

2.

Market Mix
a.

Designing the offer (Product/ Service Features, Pricing)

b.

Delivering the offer (Place and Promotion)

Market Orientation
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UNIT 3.2: Exercise
Unit Objectives
At the end of this unit, you will be able to:
1.

Evaluate self to become an entrepreneur.

3.2.1 Exercise
You should ask these twenty questions to yourself before considering entrepreneurship. Read the clue
given in brackets for possible answers.
(Source: 20 Questions Before Starting. (n.d.). Retrieved May 1, 2015, from https://www.sba.gov/
content/20-questions-before-starting-business)
1.

Why am I starting a business?
(is it to make a lot of money, to fulfil a need in the market, to compete with the existing market,
to introduce an innovation)

2.

What kind of business do I want?
(think about the type of activity you will be engaged in, where you will operate from - homebased, online, small office/ setup etc.)

3.

Who is my ideal customer?
(think about the demographic you wish to serve – age group, socio-economic class, their
characteristics etc.)

4.

What products or services will my business provide?
(think about what will you offer as products/ services and in what form)

5.

Am I prepared to spend the time and money needed to get my business started?
(you will be working for longer hours every day and may be even weekends too. Also need to
have a enough savings or at least an assured sum to establish your business)
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6.

What differentiates my business idea, and the products or services I will provide, from others in
the market?
(this is to see if you are offering something new or better than what already exists in the market,
what is it that makes your product stand out, something unique or valuable to offer that will sell)

7.

Where will my business be located?
(will you operate out of home, buy a place, or rent one, if your business requires you to be visible
and easily reachable)

8.

How many employees/ workers will I need?
(you need to know exactly how many people you need to get the work done, and whether you
have adequate funds to pay them, you may outsource some work)

9.

What types of suppliers do I need?
(suppliers are those who provide raw material for creating your product, or to resell your
finished product)

10. How much money do I need to get started?
(the money required to set up the business and begin work)

11. Will I need to get a loan?
(how will you organise the funds to start the business, will you apply for a loan, approach funders,
tap into your own resources)

12. How long will it take before my products or services are available?
(the time you will need to be ready to launch your product or service, you need to set tentative
deadlines)
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13. How long do I have until I start making a profit?
(you need to have some idea of how long it will be before you can break even and make a profit)

14. Who is my competition?
(you need to know who your competitors, you should also be certain of the strengths of your
product or service)

15. How will I price my product compared to my competition?
(this will depend on your target audience and how you choose to place your product in the
market)

16. How will I set up the legal structure of my business?
(sole proprietorship, partnership, franchisee, do you need any license or certification to start, have
you collected the information regarding this, how long it takes to get the legalities done etc.)

17. What taxes do I need to pay?
(sales tax, service tax, professional tax - you need to be aware of which taxes apply to you)

18. What kind of insurance do I need?
(you may need to insure the premises or the machinery you have invested in)

19. How will I manage my business?
(this refers to the people and processes you will need to run your business effectively)

20. How will I advertise my business?
(will you use print, online channels, local cable TV operators, friends etc. for promoting your
business)
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UNIT 3.3: Interpersonal Relationship
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Describe the role of communication and behaviour in a business relationship;
State the importance of interpersonal skills to maintain good relationships at the workplace.

3.3.1 What are Interpersonal Skills?
The ability to develop fruitful relationships with others is called interpersonal skills. You would be
working with other members in the team at your workplace. Therefore knowing how to develop healthy
working relationships with people at the workplace will contribute significantly to your success. Most
importantly building a rapport with the customer, earning his trust, providing him excellent customer
service depends largely on having excellent interpersonal skills.

3.3.2 How Can You Develop Good Interpersonal Skills?
Effective communication plays a key role in developing good interpersonal skills.
Nonverbal communication which result in achieving positive interpersonal skills are:
• smile and eye contact
• use of correct postures and gestures
• touch
• Listening is an activity of paying attention to and trying to get meaning from something we hear
• It patiently conveys that “you care”
• It enables you to understand other people’s viewpoints and empathize with their situation
Verbal communication which result in achieving positive interpersonal skills are:
•
•
•
•

voice
intensity
sounds
giving criticism in a positive manner
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UNIT 3.4: Market Survey Methods
Unit Objectives
At the end of this unit, you will be able to:
1.

State the different methods to conduct market survey.

3.4.1 Basic Methods of Market Research
Surveys
Surveys are carried out with the help of concise and straightforward questionnaires. The questionnaires
are used to analyse a sample group that represents the target market. In this type of market research,
the larger the sample group, the more reliable the results.
Focus Groups
In this type of market research, a moderator leads a discussion with a group of people. A number of
scripted questions or topics are used in the discussion. Typically, focus group sessions are recorded via
video, and take place in an observation room with one-way mirrors. The discussion usually takes an
hour or two. For best results, a minimum of three groups should be used.
Personal Interviews
The personal interview method of market research involves a series of questions that are open-ended
and unstructured. Interviews are normally recorded and are carried out for about an hour.
Observation
Observation entails observing consumers in action. This can be done by videotaping consumers in
stores, in their homes, or in their workplace. By observing them in these scenarios, you can get a good
understanding of how they buy a product, as well as how they use that product. This results in a rather
accurate understanding of different consumers habits when it comes to product use, and patterns with
regards to shopping.
Field Trials
Field trials involve placing new products in certain stores. The aim of this method of market research is
to test customer responses in real life conditions. By analysing customer responses, we can get a better
picture as to whether changes should be made to the product, its price or even its packaging.
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UNIT 3.5: Food Laws and Regulations
Unit Objectives
At the end of this unit, you will be able to:
1.

State the food laws and regulations to be followed in food processing units.

3.5.1 Need for Food Laws
To meet a country’s sanitary requirements, food must comply with the local laws and regulations to
gain market access.
These laws ensure the safety and suitability of food for consumers. The Indian Parliament has recently
passed the Food Safety and Standards Act, 2006 that overrides all other food related laws, such as:
•

Prevention of Food Adulteration Act, 1954

•

Fruit Products Order, 1955

•

Meat Food Products Order, 1973

•

Vegetable Oil Products (Control) Order, 1947

•

Edible Oils Packaging (Regulation) Order, 1988

•

Solvent Extracted Oil, De- Oiled Meal and Edible Flour (Control) Order, 1967

•

Milk and Milk Products Order, 1992 etc. are repealed after commencement of FSS Act, 2006.

3.5.2 Food Safety and Standards Authority of India (FSSAI)
The Food Safety and Standards Authority of India (FSSAI) has been established under Food Safety and
Standards Act, 2006 which consolidates various acts. And orders that have hitherto handled food
related issues in various Ministries and Departments.
FSSAI has been created for laying down science based standards for articles of food and to regulate
their manufacture, storage, distribution, sale and import to ensure availability of safe and wholesome
food for human consumption.
Functions Performed by FSSAI
Framing of Regulations to lay down the standards and guidelines in relation to articles of food and
specifying appropriate system of enforcing various standards.
Bureau of Indian Standards (BIS)
The Bureau of Indian Standards (BIS), the National Standards Body of India, resolves to be the leader
in all matters concerning Standardisation, Certification and Quality.

3.5.3 AGMARK
Standards are being harmonised with international standards keeping in view the WTO requirements.
Certification of agricultural commodities is carried out for the benefit of producer/manufacturer and
consumer.
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Products available under AGMARK are as follows:
•
•
•
•
•

Pulses
Whole spices and ground spices
Vegetable oils
Wheat Products
Milk products

Fruit Product Order (FPO), 1955
The main objective is to lay down quality standards to manufacture fruit and vegetable products
maintaining sanitary and hygienic conditions in the premises.
Meat Food Products Order (MFPO)
The main objective is to regulate production and sale of meat food products through licensing of
manufacturers, enforce sanitary and hygienic conditions prescribed for production of wholesome meat
food products, exercise strict quality control at all stages of production of meat food products, fish
products including chilled poultry etc.
Milk and Milk Product order (MMPO)
The objective of the order is to maintain and increase the supply of liquid milk of desired quality in the
interest of the general public and also for regulating the production, processing and distribution of milk
and milk products.
Prevention of Food Adulteration Act, 1954
The Act was promulgated by Parliament in 1954 to make provision for the prevention of adulteration
of food. Broadly, the PFA Act covers food standards, general procedures for sampling, analysis of food,
powers of authorised officers, nature of penalties and other parameters related to food.
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UNIT 3.6: Self - Assessment
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Undertake a self assessment test;
Identify personal strengths and weaknesses.

3.6.1 Self-Assessment
Strengths

Weaknesses

Opportunities

Threats
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Exercise
1.

Fill in the blanks with the correct option
a.

Entrepreneurship is doing something
i.

b.

old

ii.

exciting

.
iii. fashionable

The ability to develop fruitful relationships with others is called
i.

interpersonal skills

ii.

iii. communication skills
c.

Business man

ii.

Entrepreneur

iv. Owner

The Indian Parliament has recently passed the
food related laws.
i.

Prevention of Food Adulteration
Act, 1954

that overrides all other
ii.

iii. Meat Food Products Order, 1973

Food Safety and Standards
Act, 2006

iv. Fruit Products Order, 1955

The main function of
is to lay down the standards and guide lines in
relation to articles of food and specifying appropriate system of enforcing various standards.
i.

GMP

ii.

iii. BIS
2.

intrapersonal skills

iv. public relations

iii. Partner

e.

.

is one who creates a new business in the face of risk and uncertainty for
achieving profit and growth opportunities.
i.

d.

iv. new

FSSAI

iv. HACCP

Match the column
Machine

Usage

a.

BIS

i.

Standards and guidelines in relation to articles of food and
specifying appropriate system of enforcing various standards

b.

Fruit Product Order
(FPO), 1955

ii.

Main objective is to regulate production and sale of meat
food products through licensing of manufacturers, enforce
sanitary and hygienic conditions prescribed for production of
wholesome meat food products etc.

c.

Prevention of Food
iii. Leader in all matters concerning standardisation, certification
Adulteration Act, 1954
and quality

d.

Meat Food Products
Order (MFPO)

iv. To maintain and increase the supply of liquid milk of desired
quality in the interest of the general public and also for
regulating the production, processing and distribution of milk
and milk products

e.

FSSAI

v.

f.

AGMARK

vi. Main objective is lay down quality standards to manufacture
fruit and vegetable products, maintaining sanitary and
hygienic conditions in the premises

g.

Milk and Milk Product
order (MMPO)

vii. To make provision for the prevention of adulteration of food

Standards are being harmonised with international standards
keeping in view the WTO requirements
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3.

Match the column
Methods of Market Research

Description

a.

Personal Interviews

i.

Videotaping consumers in stores, in their
homes, or in their workplace.

b.

Surveys

ii.

Series of question that is open-ended and
unstructured

c.

Field Trials

iii. Placing new products in certain stores

d.

Focus Groups

iv. Moderator-led discussion with a group of
people

e.

Observations

v.

Notes
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4. Selection of
Product and
Business Planning
Unit 4.1 – Production of Products: Process and Machineries
Unit 4.2 – Branding
Unit 4.3 – Packaging
Unit 4.4 – Costing
Unit 4.5 – Managing Networks
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

State the different processes for producing various food products;
List the various processed food products in the market;
Identify the different machineries required for producing various food products;
Select a suitable brand name for the selected product;
Produce test samples for feasibility check in the market;
State the different methods of packaging processed foods;
State the different materials used in packing processed foods;
State the laws and regulations related to product packaging and labelling;
Apply the concept of cost management to make business decisions;
Explain the concept of networking;
Demonstrate the steps involved to create business networks;
State the benefits of networking in business.
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Unit 4.1 – Production of Products: Process and Machineries
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

State the different processes for producing various food products;
List the various processed food products in the market;
Identify the different machineries required for producing various food products.

4.1.1 Overview of Fruit and Vegetable Processing
The fruit and vegetable processing sub-sector deals with processed foods, semi-processed foods, and
packaged foods that are made from fruits and vegetables. This includes:

Fig. 4.1.1. Juices

Fig. 4.1.2. Jellies

Fig. 4.1.3. Pulps

Fig. 4.1.4. Jams

Fig. 4.1.5. Frozen foods

Fig. 4.1.6. Wafers

Fig. 4.1.7. Pickles
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There are certain parameters that are important to consider when selecting a fruit/vegetable for
processing. They are:
• Demand for processed food made from that vegetable/fruit
• High quality produce
• Continuous supply
• Huge supply in case of seasonal fruits/vegetables
These parameters are important to ensure that raw materials withstand the processing and preservation
process.
Methods of Processing Fruits and Vegetables
Some common methods of processing fruits and vegetables are:

Fig. 4.1.8. Drying

Fig. 4.1.9. Concentration

Fig. 4.1.10. Heating

Fig. 4.1.11. Fermentation

Fig. 4.1.12. Sterilisation

Fig. 4.1.13. Pasteurisation

Fig. 4.1.14. Blanching

Fig. 4.1.15. Canning
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Equipment Used for Fruit Pulping
The equipment used in a pulp-processing unit are:

Fig. 4.1.16. Fruit washing machine

Fig. 4.1.17. Sorting and grading machine

Fig. 4.1.18. Conveyer belt

Fig. 4.1.19. Peeler

Fig. 4.1.20. Core cutter

Fig. 4.1.21. Packing machine

4.1.2 Overview of Food Grain Milling Sub Sector
Every year, India produces more than 200 million tonnes of different food grains like rice, wheat, maize,
barley, and millets like jowar (great millet), bajra (pearl millet), and ragi (finger millet).
Some interesting studies about the grain milling industry state that:
•
•
•
•
•
•
•
•

About 15% of the annual production of wheat is converted into wheat products
The country is self-sufficient in grain production
It is the second largest rice producer in the world with a 20% global share
Primary milling of rice, wheat, and pulses is the most important activity in the food grains
processing industry
Foreign investment takes up a major share in the total investment made in the grain milling sector.
This figure is rising with every passing year.
Branded rice is becoming popular in both the domestic as well as the export market
Indian Basmati rice commands a premium position in the international market
The food grain milling sub-sector offers opportunities in marketing of branded grains, as well as
grains processing
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To sum up, since the food grain milling sector operates primarily in the rural areas, it has the potential
to generate employment at low investment.
Food Grain Milling Process
The food grain milling process differs according to the raw material used and the finished product.
Following is a general overview of the food grain milling process:
Procuring
grains/raw
material

De-husking
and splitting

Grading

Cleaning

Conditioning

Polishing

Pitting

Pre-treatment
with oil

Milled grains

Terminology Used in the Milling Process
1.

Cleaning and grading: Cleaning helps in the removal of dust, chaff, dirt, grits, etc. from the pulses.
Grading is done to segregate the grain legumes of desired shape and size. It is done by using a reel
or rotating screen-type cleaner.

2.

Pitting: An emery roller machine is used for cracking the husk layer and for scratching clean pulses
passing through it. This is done for loosening the husk from sticking to the cotyledons. (Cotyledon
is that part within the embryo of the seed, which may later become the first leaves of the new
seedling.) Loosening the husk helps to facilitate subsequent oil penetration in the later operations.
Gradually, the clearance between the emery roller and cage (housing) is narrowed from inlet to
outlet. Cracking and scratching of husk takes place mainly by friction between pulses and emery as
the material is passed through the narrowing clearance. During the operation, some of the pulses
are de-husked and split by sieving.

3.

Pre-treatment with oil: Scratched or pitted material passes through a screw conveyer and some
edible oil like linseed oil is mixed with it. Linseed oil is used at the rate of 1.5 to 2.5 kg/tonne of pulses.
Pulses coming out of the screw conveyer are kept on floors for about 12 hours to diffuse the oil.

4.

Conditioning: Pulses are conditioned by alternate soaking/wetting, drying, and tempering.
Moisture (3.5 %) is added to the pulses after sun drying for a certain period. After this, tempering is
performed for about eight hours. The grain is dried in the sun again. Until all pulses are sufficiently
conditioned, the whole process of alternate wetting and drying is continued for two to four days.
Pulses are finally dried to about 10 to 12 % moisture content prior to de-husking and splitting.

5.

De-husking and splitting: For de-husking of conditioned pulses, carborundum coated emery
rollers are used. In one pass, about 50 % of pulses are de-husked. De-husked pulses are split into
two parts. De-husked split pulses are separated by sieving and the husk is aspirated off. Un-split
de-husked pulses and tail pulses are again de-husked and milled in a similar way. For complete
de-husking and splitting, the whole process is repeated two to three times.

6.

Polishing: Polishing is completed by treating de-husked and split pulses with a small quantity of
oil and/or water.
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Fig. 4.1.22. Cleaning and grading

Fig. 4.1.23. Drying process

Fig. 4.1.24. Polisher

Fig. 4.1.25. Conditioning or tempering process

Fig. 4.1.26. Tempering or conditioning

Equipment Used in the Milling Process
The equipment used in a commercial milling unit are:

Fig. 4.1.27. Milling separator

Fig. 4.1.28. Closed circuit aspirator

Fig. 4.1.29. Gravity selector and
de-stoner

Fig. 4.1.30. Colour sorter

Fig. 4.1.31. Paddy husker

Fig. 4.1.32. Paddy separator
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Fig. 4.1.33. Whitener

Fig. 4.1.34. Polisher

Fig. 4.1.35. Rotary sifter

Fig. 4.1.36. Thickness/width separator

Fig. 4.1.37. Length grader

4.1.3 Overview of Fish and Sea food Processing
Fish and Sea Food Processing in India
India is a peninsular country. It has an extended coastline on the east, west, and south borders. Besides
this, fish holds a very important position in many diets. All these factors put together has led to a wellestablished fisheries industry in India.
The fisheries industry in India is huge and is the fourth-largest producer of fish in the world. Nearly 10
million people residing in more than 4,000 coastal regions are engaged in fishery activity and earn a
living.
India holds a great potential for both inland and marine fishing. It has huge reservoirs for fishing.
The fisheries industry contributes a large percentage to the Gross Domestic Product (GDP) of Indian
economy. Massive production and export has made the fisheries sector an essential part of the Indian
economy.

Fig. 4.1.38. Fish and sea food processing technician

Fig. 4.1.39. Fish and sea food processing technician
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Types of Fish and Sea Food Products

Fig. 4.1.40. Fish glue

Fig. 4.1.41. Chilled fish

Fig. 4.1.42. Fish oil

Fig. 4.1.43. Sushi (cooked butterfly
shrimp)

Fig. 4.1.44. Fish fingers

Fig. 4.1.45. Frozen fish fillets

Fig. 4.1.46. Fish emulsion

Fig. 4.1.47. Squalene

Fig. 4.1.48. Tuna eyes

Fig. 4.1.49. Fish hydrolysate

Fig. 4.1.50. Shrimp head-on cooked
(centre peeled)

Fig. 4.1.51. Fish meal

Fig. 4.1.52. Fish sauce
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Different Methods of Fish and Sea Food Processing
Primary
Processing

Enables storage or selling for further
processing, packaging, and distribution

Secondary
Processing

Value-added products

Fish and Sea Food
Processing

•
•

Primary processing - First methodical assessment of the fish before processing
Secondary processing - Includes processes at any stage beyond primary processing

The various methods in both the processes are listed below:
Primary Processing

Secondary Processing

Washing

De-boning

Salting

Cleaning

Skinning

Drying

Heading

Chilling

Smoking

Gutting

Freezing

Canning

Grading

Gilling

Marinating

Filleting

Scaling

Packaging

Finning
Fish and Sea Food Processing Equipment
The equipment used in a fish and sea food processing unit are:

Fig. 4.1.53. Brailer

Fig. 4.1.54. Crane

Fig. 4.1.55. Slush ice bag

Fig. 4.1.56. Filleting machine

Fig. 4.1.57. Pallet jacket

Fig. 4.1.58. Process line-belt conveyer
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Fig. 4.1.59. Feed chute and receiving
table

Fig. 4.1.60. Pin bone removal machine

Fig. 4.1.61. Smoking unit

Fig. 4.1.62. Blast freezer

Fig. 4.1.63. Freezer/cold storage

Fig. 4.1.64. Freezer van

4.1.4 Overview of Dairy Industry in India
Dairy Industry in India
Need for Processing Milk
Milk is considered wholesome food mainly because of its high nutritive value. It has to be processed
because:
•
•
•

It is highly perishable by nature
It can be used for preparing other dairy products like butter, cheese, paneer, etc.
There is a huge demand for milk and milk products in the domestic as well as international market.

Dairy Industry in India
Dairy farming in India is moving from traditional family-run businesses to an organised dairy industry.
With technological advances in the recent years, India has seen tremendous growth in dairy farming.
Modern dairy farms manage a large herd of cattle and supply milk for processing to large dairy industries.
Units of a Dairy Processing Plant
A dairy processing plant consists of several units as per the size and operational requirement. Some of
these are:
Milk Reception Section

HACCP/ISO

Process Section

Cheese Section

Butter Oil Section

Pizza Section

Powder Section

Pouch Section

Ice-Cream Section

RTF

APS Section

Frozen Foods Dispatch
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Utilities

FPS - Dry Dispatch

Stores & Purchase

Pouch Dispatch

ETP Section

Administration and Accounts

Quality Assurance Section

Milk Marketing Section

Fig. 4.1.65. Outer view of a large-size dairy processing plant Fig. 4.1.66. Outer view of a large-size dairy processing plant

Equipment Used in Dairy Processing
The equipment used in a dairy processing unit:

Fig. 4.1.67. Horizontal insulated milk storage tank
air vent

agitator
inlet

Fig. 4.1.68. Vertical insulated milk storage tank

manhole

control box
leg
cooling system
clean in place system

outlet

Fig. 4.1.69. Ghee boiler

Fig. 4.1.70. Bulk milk cooler

Fig. 4.1.71. Milk chiller

Fig. 4.1.72. Pasteurisation unit
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Fig. 4.1.73. Milk separator

Fig. 4.1.74. Homogeniser

Fig. 4.1.75. Milk packaging machine

4.1.5 Overview of Baking Industry and Bakery Products  
Introduction to the Bread and Bakery Industry
A bakery is an establishment that prepares baked goods. Baked goods are produced using two methods
viz. fermentation and non-fermentation. Depending upon the process of production, baked products
are classified as:
Fermented Products

Non-fermented Products

Breads and buns

Cookies

Cakes

Biscuits

Croissants

Crackers
Fermented Products

Fig. 4.1.76. Breads and buns

Fig. 4.1.77. Cakes

Fig. 4.1.78. Croissants

Non-fermented Products

Fig. 4.1.79. Cookies

Fig. 4.1.80. Biscuits
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Depending upon the size of the organisation, the volume of production, and the turnover, the bread
and bakery sub-sector is divided into:
• Small industries (includes tiny, home, and cottage industries);
• Medium industries
• Large industries
Overview of the Baking Process
Baking is the method of cooking food with the help of dry heat that is controlled in an oven, hot ashes or
hot stones. A combination of three forms of heat is used for the baking process. These three forms are:
Radiation
•

Hot Air Circulation

Heat is radiated from walls
of the oven

•

Hot air is blown in circles
inside the oven

Conduction
•

Heat is conducted through
baking pan or tray

Following is a process chart giving an overview of the entire process of baking:
Pre-mixing

Mixing (dough preparation)
Dividing
Dough moulding

Proofing

Non-fermentation

Fermentation
Baking
Cooling
De-panning
Slicing and packaging
Equipment Used in the Process of Baking
The tools and equipment used in the process of baking are:

Fig. 4.1.82. Sifter

Fig. 4.1.83. Mixers
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Fig. 4.1.84. Divider/rounder

Fig. 4.1.85. Dough sheeter

Fig. 4.1.86. Dough moulder

Fig. 4.1.87. Proof box/proofers

Fig. 4.1.88. Laminator

Fig. 4.1.89. Baking oven

Fig. 4.1.90. Depositors

Fig. 4.1.91. Rotary cutter

Fig. 4.1.92. Sprayers/coaters

Fig. 4.1.93. Dusters
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Fig. 4.1.94. Packaging machinery

Types of Mixers Used for Dough-Making

Fig. 4.1.95. Horizontal mixer

Fig. 4.1.96. Vertical mixer

Fig. 4.1.97. Planetary mixer

Fig. 4.1.98. Spiral mixer

4.1.6 Overview of Meat and Poultry Industry
Meat and Poultry Industry
•

The poultry industry has emerged as the fastest growing segment of the livestock sector both
globally and in India

•

Today, the poultry (chicken) sector in India is not only vibrant but also one of the best in the world.

•

India is the ninth-largest producer of poultry meat, fifth-largest egg producer, and the eighteenthlargest producer of broilers in the world

•

As the human population increases, the poultry industry continues to grow to meet the demand
for poultry products

•

Goat and lamb meat are relatively less popular in India. However, they have short generation
intervals, are abundant in production, and marketing of goat-sheep meat products is far easier

•

There is huge demand for halal meat across the world as well. The market for this is growing
rapidly throughout the world, specifically in the Middle East
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Fig. 4.1.99. Meat and poultry industry

Types of Meat and its Sources
Types

Sources

Bacon

Meat from a pig that is treated with smoke or salt, and is often
cooked in rashers (thin pieces)

Beef

Meat from a cow

Bush meat

Meat of wild animals that has been killed for food

Chicken

Meat of a chicken

Crab meat

Meat from a crab

Dark meat

Meat from a part of a bird such as leg that is darker than the rest

Light meat

Meat from a part of a bird that is lighter in colour

Duck

Meat of a duck

Horse flesh

Meat of a horse

Lamb

Meat from a young sheep

Mutton

Meat from an adult sheep

Partridge

Meat from a partridge

Pork

Meat from a pig

Poultry

Meat from birds such as chickens

Turkey

The meat of a turkey
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Meat Products
Groups: cured-raw meats and cured-cooked meats.
Given below are various examples of cured raw meat, cure-cooked meat, ready-to-eat meat, and dried
meat products:

Fig. 4.1.100. Fresh raw beef patties

Fig. 4.1.101. Fried sausages patties

Fig. 4.1.102. Chicken nuggets

Fig. 4.1.103. Cured-raw ham

Fig. 4.1.104. Cured-cooked meat

Fig. 4.1.105. Sausages (raw)

Fig. 4.1.106. Sausages and meat loaf (raw-cooked)

Fig. 4.1.107. Blood sausage
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Fig. 4.1.108. Liver pate

Fig. 4.1.109. Corned beef in cans

Fig. 4.1.110. Dried meat (beef, chicken, pork)

Offal products
The table below lists the different raw materials along with its different uses:
Raw Material

Offal Product

Liver

Lamb’s liver is by far the most popular of all and if cooked properly, it can be tender,
tasty, and an excellent supper dish or as an ingredient in stews.

Kidney

Kidney of an ox is used in pastries and puddings.
Lamb’s kidney is best served grilled or pan-fried

Heart

Has a unique texture and flavour; it is usually served braised or sliced

Tongue

Sold fresh or cured (in brine or pickled), which enhances the flavour and improves
the overall colour

Tail

Is generally sold after cutting it into individual portions at the natural joint. It requires
long, slow, moist-cooking (for around 3-4 hours) after which it is transformed into
meltingly tender meat with a rich, smooth flavour that literally falls from the bone.

Heel

Is used to enrich stews or soups. It is also cooked and jellied, then served cold.

Tripe

Is sold after cleaning, washing, and blanching (or often fully cooked)

Suet

Beef suet is readily available and used for making pastry (hot water crust) and
steamed puddings such as steak and kidney pudding.
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Equipment Used in the Process of Meat-Cutting
The tools and equipment used in the process of meat-cutting

Fig. 4.1.111. Stunning pen

Fig. 4.1.112. Hoist

Fig. 4.1.113. Skinning cradle

Fig. 4.1.114. Offal cleaning table

Fig. 4.1.115. Sticking knife

Fig. 4.1.116. Skinning knife

Fig. 4.1.117. Meat saw

Fig. 4.1.118. Meat chopper
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Fig. 4.1.119. Spreader

Fig. 4.1.120. Grinding and honing stones

Fig. 4.1.121. Solid cutting table

Fig. 4.1.122. Oil or water sharpening stone

Fig. 4.1.123. Sharpening steel

Fig. 4.1.124. Knives

Fig. 4.1.125. Meat saw (hand or electric)

Fig. 4.1.126. Bins

Fig. 4.1.127. Wrapping table

Fig. 4.1.128. Paper or plastic foil/bags for meat
wrapping
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Fig. 4.1.129. Tool holder

Fig. 4.1.130. Safety gloves

Fig. 4.1.131. Boning aprons/safety aprons

Fig. 4.1.132. Hand wash-basin

Fig. 4.1.133. Knife steriliser
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UNIT 4.2: Packaging
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Select a suitable brand name for the selected product;
Produce test samples for feasibility check in the market.

4.2.1 Choosing a Great Brand Name
When developing a brand name for your product, you can think about the following:
•
•
•
•
•

Use the name of the founder or inventor (Example: Hewlette-Packard)
Describe what you do (Example: Southwest Airlines)
Describe an experience or image (Example: Sprint)
Use an everyday word, out of context (Example: Apple)
Create a new word (Example: Google)

4.2.2 Develop a Strategy
Think about the following questions:
•
•
•
•

What does your name need to accomplish?
Will the name work with existing products or service names?
Do you want the name to be descriptive, invented, the founder’s name, etc?
Do you have an objective criteria to evaluate the names you generate?

4.2.3 Test the Name
Ensure that the name you like:
•
•
•
•

Sounds good when a sales representative says it over the phone
Is not likely to be constantly mispronounced or misspelled
Is not confusing
Has a URL that works with it

4.2.4 Feasibility Study
A feasibility study, or feasibility analysis, is the evaluation of a proposed project to see if it:
•
•
•

is technically feasible
is feasible within the estimated cost
will be profitable
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What Should a Feasibility Study Contain?
Can it work?
Feasibility Study
Will it work?

Does it work?

Feasibility studies offer a few advantages like:
• an extremely time-and-cost-effective ways of testing if an intervention can work
• efficient testing about the safety experiments/ trials can be done before the full-scale launch
Typically these questions can be addressed initially through qualitative interviewing and surveys,
followed by experimentation.
Steps to Conduct a Feasibility Study
Step 1: Conduct a Preliminary Analysis
Step 2: Prepare a Projected Income Statement
Step 3: Conduct a Market Survey
Step 4: Plan Business Organisation and Operations
Step 5: Prepare an Opening Day Balance Sheet
Step 6: Review and Analyse All Data
Step 7: Make "Go/No Go" Decision
The following questions can be answered by a feasibility study:
• Is there a demand for the produce?
• Who else is producing similar products?
• What is needed to make the product?
• What is the cost of producing a product?
• What is the likely profit?
Figure 29. - Example of a survey questionnaire on the quality of competitors' chilli sauce
1
Questions

2

3

4

Very
Good Average Bad
good

5
Very
bad

1. Which make(s) of sauce do you by most often?
Write names of sauce(s)
2. What do you think about the colour of the sauce you buy?
Tick in the appropriate place
3. What do you think about the seeds being present in
the sauce?
4. Do you like the thickness of the sauce?
5. What do you think about the flavour of the sauce?
6. Do you like the bottle?
7. What do you think about the label?
8. What do you think about the price of the sauce?
9. Is there anything else that you think is good about the
sauce that you buy at present?
10. Is there anything else about the sauce that you buy
that you would like to see improved?
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Table 12. - Data collected about consumers' opinions of the quality of a product
Summary of 50 replies
1

Question

Very
good

2

3

4

Good Average Bad

5

Total

Very
bad

1. What do you think about the colour of the
sauce you buy?
2. What do you think about the seeds being
present in the sauce?
3. Do you like the thickness of the sauce?

12

32

5

1

0

50

5

6

16

14

9

50

10

20

12

7

1

50

4. What do you think about the flavour of the
sauce?
5. Do you like the bottle?

42

8

0

0

0

50

40

10

0

0

0

50

6. What do you think about the label?
10
7. What do you think about the price of the sauce? 5

11

20

9

0

50

7

12

25

1

50

When it is completed, the entrepreneur should be able to answer the following questions:
•
•
•
•
•
•
•

Who is producing similar products?
Where are the competitors located?
What is the quality and price of their products?
What can I do to make a new product that is better than those of competitors?
Why would customers or consumers want to change to a new product?
What offers or incentives do competitors give to retailers?
What are competitors likely to do if a new product is introduced?

Example of a SWOT analysis of a new business in relation to competitors
My proposed business

Competitor A

Competitor B

Strengths

Production likely to be sited
close to retailers can deliver
at short notice.

Good brand image
and range of
products.

Product is cheaper than A
and sells well. They offer
good margin to retailers.

Weaknesses

Difficult to find good
packaging.

Products more
expensive than
B. Uses synthetic
colours and
preservatives.

Poor quality product, poor
label design. I'm told by
retailers that supplies are
irregular and not always the
amount ordered.

Opportunities Retailers say demand for
products without additives
is increasing. I can produce
without added colours.
Threats

Strong promotion by A.
There are few wealthy
consumers and price is most
important factor. I am not
yet sure of production costs.

Appears to be expanding
deliveries to new areas
according to newspaper
reports.
Cheaper products
than B.
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UNIT 4.3: Packaging
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

State the different methods of packaging processed foods;
State the different materials used in packing processed foods;
State the laws and regulations related to product packaging and labelling.

4.3.1 What is Packaging?
Packaging means enclosing or protecting products for distribution, storage, sale, and use. Packaging
includes designing and producing the container of the product.
Package Design
A good packaging design includes the following:
•
•

Clarity and simplicity: Both, the product and the brand must be clear.
Honesty: The product must be represented in the best way possible, without misleading the
consumer in any way.
• Authenticity: Be bold, be different and be inspirational.
• Shelf impact: The product must look distinctive when it is placed on an actual shelf and surrounded
by other products.
• Extensibility: The product design should allow for new product variations or sub-brands to be
introduced.
Packaging Categories
In the food industry packaging is categorised into three types:
Primary Package

Secondary Package

Tertiary Package

It is the one which is in direct
contact with the contents.

It is outside the primary
packaging perhaps used
to group primary packages
together.

It contains the number of
secondary packages.

It provides the initial, and the
major protective barrier.

A physical distribution carrier
and used for display of
primary packaging in outlets

It is used for bulk handling.

Example: Metal cans, glass/
plastic bottles, plastic
pouches, beverage cans, tetra
paks, skin wraps, cushioning
envelopes.

Examples: Corrugated case,
boxes.

Example: A stretch-wrapped
pallet of corrugated cases.

Parameters of Packaged Product
Every food packaging differs as per the product.
• The packaging should ensure that its products do not cause any threat to food safety during
usage by customer
• Appropriate weight maintained as per organisation standards, which is different for every food
industry
Ensure that there is no damage or deformation as per organisation standards while packaging
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Name of food
Milk
•
•
•
•
•
•
•

Fruits and
Vegetables

•

•

•
•
•

•

Meat, Fish
and Poultry
Products

Type of Packaging
Pasteurised flavoured milk in glass bottles capped/ LDPE (Low-density
polythelene) lined cartons/aseptic cartons
Sterilised flavoured milk in glass bottles capped/ sanitary cans/ poly-laminated
paper packs in tetrahedron
Sterilised cream in hermetically sealed containers/LDPE lined cartons/aseptic
cartons
Condensed milk in hermetically sealed containers/LDPE lined cartons/aseptic
cartons sealed by cement
Fermented milk products and dahi in glass bottles/ any other suitable container
and capped. Stored at temperatures below 10oC
Rosgolla are packed in open top sterilised sanitary cans or polystyrene tubs or
any other suitable containers with as little air as possible
Milk powder, cereal weaning foods in hermetically sealed and clean containers
in such a way as to protect them from deterioration. a mixture of N2and CO2 gas
has to be passed
Raw vegetables packed loose in bulk/ packed in containers for trading and
transport. It is done in new loosely woven gunny bags / wooden/plastic crates
or in lined / unlined corrugated fiberboard boxes
Onion and garlic packed in sound, clean, new loosely woven gunny bags, net
bags, bamboo baskets / palm leaf baskets / wooden crates / lined or unlined
corrugated fiberboard boxes to allow proper aeration of the bulbs
Tomatoes to be packed in baskets / wooden boxes /lined or unlined corrugated
fiberboard boxes such that they are not unduly pressed when he lid is closed
Fresh chillies to be packed in gunny bags / bamboo baskets/ corrugated boxes
lined or unlined with proper aeration
Super grade fruits to be packed wrapped individually either in tissue paper/
any other suitable material before being packed into the container to prevent it
from rubbing along with straw
Juices, jams, jellies and marmalades to be packed in glass bottles/open top
cans. Containers have to be hermetically sealed which could be lacquered or
plain

Meat
• To be wrapped in polyethylene sheets or bags and delivered in clean, rust free
and closed containers
• If the total time is of more than two hours ice is added
• Meat supplied in distant market then the packaging must be able to withstand
repeated handling and an outlet for draining water
• CO2 used for chilling if the destination is in range of one hour
• CO2 and ice used if it is being transported to a distance of 6 hours
Cooked Meat
• To be packed in butter paper / grease proof clean wrapping material put in big
polyethylene cover
• The products are vacuum packed using suitable wrapping materials such as
PET/ LDPE
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Name of food
Type of Packaging
Meat, Fish
Dressed chicken
• To be packed into suitable sized polyethylene bags/ other suitable packing
and Poultry
Products
material
• Before final sealing one needs to ensure no air is trapped inside
• Vacuum packing or shrink wrapping of the packs is done
• After the air inside is expelled, the bag should be sealed on a sealer
Egg powder
• It is gas packed using nitrogen in suitable tinplate containers/ flexible packaging
materials
• PET/LDPE laminate is used as alternate options
Fish
• The fresh product should be packed in polyethylene lined insulated containers,
made of plywood, country wood/ plastic
• The thickness of insulation may vary from 15 to 30 mm depending upon the
storage period and the mode of transport
• Thermocole or fiberglass may be used as insulation material
• Adequate drainage of melted ice may be provided
Bakery and
Confectionery
Products

•

•
•
•
•
Protein-rich
foods

•

•
Edible
Starches
and Starch
Products

•

Oils and Fats

•

•

•

Bread is to be wrapped in slice form in LDPE coated poster paper/ clean waxed
paper, greaseproof paper/non-toxic wrapper
Biscuit
It is done tinplate, cardboard paper or other suitable material such as cello/
LDPE,OPP/LDPE, PET/LDPE and also paper/LDPE, foil/LDPE
The biscuits should not come in direct contact with the packing material other
than grease-proof/sulphate paper, cellulose film/ aluminium foil laminate
The biscuits in tinplate containers should not come in direct contact with the
metal walls
Cakes to be wrapped/packed in clean waxed paper, greaseproof polyethylene,
glassine/LDPE/ other suitable wrapper or tins
Protein-rich extruded foods be packed in moisture proof paper bags (multilayered, polyethylene lined)/ pouches made from BOPP/LDPE, glassine/LDPE/
HDPE (high density polyethylene) woven bags
Peanut butter to be packed in wide-mouthed glass jars/ polystyrene tubs /
suitable container of the required size and shape which is airtight sealed
Flours and starches to be packed in LDPE coated jute bags or LDPE coated raffia
bags
Edible spray dried potato flour to be packed in tinplate containers. These should
be packed materials made of HDPE / metallised polyester bags / pouches made
from other flexible laminates such as BOPP/LDPE
Oil packaging material used may be tinplate containers, glass bottles, rigid
plastic containers of HDPE, food grade PVC, PET and flexible pouches made of
plastic film/foil/laminate
Fat, vanaspati to be packed in suitable sealed packages, as, flexible packs and
well closed tinplate containers of specific weights
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Name of food
Food Grains
•
and Food
Grain
•
products

Type of Packaging
Cereal grains to be packed in packed in new, clean jute bags or LDPE coated jute
bags and raffia bags
Cereal flours the material for packaging should be LDPE coated jute bag/LDPE
coated raffia bags or single sound A-twill or B-twill jute bags

Sugar and
honey

Sugar to be packed in polyethylene coated Hessian bags/ coated raffia bags/
twill jute bags sealed by stitching
Cube sugar to be packed as per weight of 0.5kg per carton lined with LDPE.
Honey to be packed in wide mouthed containers of glass/ tinplate lidded with
non-corrosive caps/cork washers

•
•
•

Stimulant
foods

•
•
•

Alcoholic
Drinks and
Carbonated
Beverages

•

Spices and
condiments

•

•

•
•

Tea to be packed in flexible packaging materials / laminates such as LDPE, paper
coated LDPE, PET/LDPE and BOPP/LDPE to retain freshness
Roasted and ground coffee to be packed in tinplate, glass containers, metal foil,
plastic films/laminated pouches of paper/LDPE, PET/LDPE and BOPP/LDPE
Chocolates to be packed in tinplate, plastic, greaseproof paper, aluminium foil
or laminates made of paper/LDPE, BOPP/LDPE to avoid odour contamination
Carbonated beverages to be filled in glass containers/ cans/ PET bottles/ plastic
containers/dispensing units as per ISO regulations
Beer to be filled in glass /PET bottles/cans placed in corrugated boxes or wooden
cases as per ISO regulations
Chillies to be packed in jute bags/ pouches made from PET/EVA or BOPP/EVA/
suitably lined wooden cases/ LDPE coated raffia bags
Black pepper to be packed in jute bags/ LDPE coated raffia bags sealed by
stitching
Cloves to be packed in airtight containers made of a material which does not
affect the cloves like PET/LDPE

4.3.2 Labelling
Labels are used on every kind of product to brand, decorate or provide information for the consumer.
Many labels do all three functions.
Labels are used to provide
• protection against tampering of the product till it reaches the consumer
• brand protection and authentication
There are different types of labels seen across industries:
1.
2.
3.
4.

Single Labels- It provides a way to convey an important message without having to reprint the
whole package on to the product for brand promotion.
Bar Code Labels- These are perfect choices for industrial tracking of packages shipped from
warehouse to warehouse.
Wrap Around Labels –These contain all the information of the product. Are clear plastic to blend in
with shrink film and reveal your product. As per company requirements, it could be customised.
Pallet Labels- It helps to track the location of inventory through every step of the manufacturing,
packaging, and shipping process. Ensure easy identification of the contents of boxes.
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In order to safeguard the interest of the consumer, The Food Safety and Standards (Packaging and
Labelling) Regulations, 2011, provides that every packaged food article be labelled and it shall provide
the following information
• The name of food
• List of ingredients
• Nutritional Information
• Declaration regarding veg or non-veg
• Declaration regarding food additives
• Name and complete address of the manufacturer or packer
• Net quantity
• Code No,/Lot No./Batch No.
• Date of manufacture or packing
• Best Before and Use By Date
• Country of origin for imported food and
• Instructions for use
In addition to the above information the manufacturer or the packer has to also ensure that the label
complies with the general requirements of labelling prescribed under the regulations i.e. the label
should not become separated from the container, contents on the label shall be correct, clear and
readily legible and shall be in English or regional language, etc.
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UNIT 4.4: Costing
Unit Objectives
At the end of this unit, you will be able to:
1.

Apply the concept of cost management to make business decisions.

4.4.1 Costing
What is Cost ?
In simple terms, cost is the amount spent in getting something.
Let us consider an example of a maker of shirts.
Cost of materials and services to make a shirt:
• cloth `150
• buttons and others `5
• tailoring charges `50
then the cost of the shirt is `205.
The shirt could be sold for `400. The cost is still remains `205.
`400 is called the ‘Selling Price’ or ‘Price’. It has nothing to do with cost.
Selling price is decided by the maker of the shirt. Cost is determined by the amount of money it takes
to make the shirt.
Direct Costs and Indirect Costs
• Direct Costs can be directly traced to a product or a department, and hence can be charged directly
to the product. For example, direct material cost, direct labour costs, etc.
• Indirect Costs are common cost across departments. They cannot be allocated to a product or
department but is apportioned on a suitable basis among the departments.
Variable Cost and Fixed Cost
• Variable Cost is the cost that tends to vary proportionately with the level of activity within the
relevant range and within a given period. For example, clothes required for manufacturing a shirt
varies directly with the number of shirts that are manufactured and hence the cost of clothes is
variable. The cost is constant per unit.
• Fixed Costs remain constant in total regardless of changes in volume up to a certain level of output.
They are not affected by changes in the volume of production. For example, rent of the office, etc.
Sunk Cost and Relevant Cost
• Sunk Costs are those for which the expenditure has taken place in the past. This cost is not affected
by current and future decisions.
• Relevant Costs are the costs that are appropriate and that affect the decision in hand.
• In any decision-making situation, such as make or buy, buy or lease, etc. only the relevant cost are
taken into consideration while evaluating the various options.
Break Even Analysis
• Break-even analysis is a technique where total variable and fixed costs are compared with sales
revenue in order to determine the level of sales volume, sales value or production at which the
business makes neither a profit nor a loss (the "break-even point"). It also helps us determine the
sales quantity, which will enable us to make a make a certain amount of profit.
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Summary
1.
2.
3.
4.
5.

All costs can be classified under the two heads – Variable cost and Fixed Cost
Variable cost per unit is constant, no matter what the level of output is. Total variable cost varies
proportionately with level of output.
Total fixed cost is constant for all levels of production. It does not vary with actual number of units
produced.
Selling price per unit is constant.
Variable cost, fixed cost, selling price can be determined in advance.
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UNIT 4.5: Managing Networks
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

Explain the concept of networking;
Demonstrate the steps involved to create business networks;
State the benefits of networking in business.

4.5.1 Managing Networks
What is a Network?
A Network is “An extended group of people with similar interests or concerns who interact and remain
in an informal contact for mutual assistance or support” (The American Heritage Dictionary, 2000)
In India social networks are present almost everywhere. To begin with, the multiple systems of
belongingness are a basis for starting a relationship or a network. Many of us recall the question when
we enter a new system, “Where are you from? What is your native place?”
Family, school, neighborhood are some of the basis for relationships. In addition, we may be customers
to some and suppliers to others.
Why Network?
In India, networks come alive in social events, or when there is a crisis. Flood, fire or earthquakes are
prime examples when a large part of the society gets into action and contributes however they can. At
a micro level many of us recall experiencing a sense of social warmth when we are affected by a major
sickness or death of a family member and a large member of people turn up.
Networks can also be purposive i.e. focused on a specific purpose. However, many networks, apart
from the main purpose, simultaneously provide opportunities for building strong relationships; provide
access to information and mobilise available knowledge wisdom for learning. Some of the objectives/
purposes of a network include:
•
•
•

Brokering (Mediating)
Building a common perspective
Implementing Large Scale Changes

Roles Played in the Network
Seen earlier relationships have three elements: understanding, trust and tolerance. Those relationships
having more of these elements are stronger (e.g. networking in the family). A group of co-travelers in
the train have relationships that have less of these elements and thus the relationships are weaker.
Depending on the relationship as well as the situational context, individuals in the network perform
various roles as follows:
•
•
•
•
•

Advisor
Informer/Grapevine
Merchant
Inspiration
Expert
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Key benefits of Networking

Making friends
Finding new
business

Partcipation in
social events

Key Benefits of
Networking

Becoming
informed

Maintaining
existing business

Tapping
into external
resources

Becoming
known

Exercise
1.

Arrange the drying/dehydration process in the right sequence
Order the steps
(as 1, 2, 3, 4, 5, 6, 7, 8 and 9)

Procedure/ Steps
a.

Cleaning and washing

b.

Peeling/sizing/cutting/dicing/shredding(if required)

c.

Selection of fruit/vegetable

d.

Sorting and grading

e.

Chemical treatment

f.

Storage

g.

Packing

h.

Dispatch

i.

Drying/dehydration
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2.

Arrange the production sequence in the right order
Order the steps
(as 1, 2, 3, 4, 5, 6, 7, 8 and 9)

Procedure/ Steps

3.

a.

Milled grains

b.

Procuring grains/raw material

c.

Polishing

d.

Cleaning

e.

Grading

f.

De-husking and splitting

g.

Pre-treatment with oil

h.

Pitting

i.

Conditioning

Match the column
Raw material

4.

Offal Product

a.

Kidney

i.

Most popular and if cooked properly, it can be tender, tasty, and an
excellent supper dish or as an ingredient in stews

b.

Heart

ii.

Sold fresh or cured (in brine or pickled), which enhances the flavour
and improves the overall colour

c.

Tongue

iii. Generally sold after cutting it into individual portions at the natural
joint and requires long, slow, moist-cooking (for around 3-4 hours)

d.

Heel

iv. Sold after cleaning, washing, and blanching (or often fully cooked)

e.

Tripe

v.

f.

Suet

vi. Used to enrich stews or soups and is also cooked and jellied, then
served cold

g.

Tail

vii. Has a unique texture and flavour; it is usually served braised or sliced

h.

Liver

viii. Used in pastries and puddings

Beef suet is readily available and used for making pastry (hot water
crust) and steamed puddings

Match the column
Raw material

Offal Product

a.

Direct cost

i.

Common cost across departments

b.

Indirect cost

ii.

Directly traced to a product or a department

c.

Variable cost

iii. Expenditure has taken place in the past

d.

Fixed cost

iv. Cost that is appropriate and affects the decision in hand

e.

Sunk cost

v.

f.

Relevant cost

vi. Remains constant in total regardless of changes in volume up to a
certain level of output

Varies proportionately with the level of activity within the relevant
range and within a given period
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5.

Fill in the blanks with the correct option
a.

India is the
i.

largest producer of rice in the world.

second

ii.

iii. fourth
b.

iv. fifth

The
industry has emerged as the fastest growing segment of the livestock
sector both globally and in India.
i.

poultry

ii.

iii. egg
c.

products.

fermented

ii.

iii. acidic

of dust, chaff, dirt etc.

cleaning

ii.

iii. addition
e.

and

consumer; non-consumer

ii.

iii. grains; cereals
f.

India is the
i.

ninth

ii.

baked goods.

preserved

ii.

pickled

iv. non fermented

A combination of three forms of heat namely
is used for the baking process.
i.

biogas, electricity, wood fire

ii.

iii. air, fire, steam
i.

third

iv. fifth

iii. fermented
h.

cooked; uncooked

largest producer of poultry meat.

Breads and buns are products of
i.

packages together.
i.

, depending

iv. fermented; non-fermented

iii. fourth
g.

pre-treatment

iv. removal

Baked products are classified into
upon the process of production.
i.

non-fermented

iv. frosted

Cleaning helps in the
i.

meat

iv. fish

Cookies and crackers are
i.

d.

third

,

and

radiation, hot air circulation, conduction

iv. radiation, electricity, microwave
package is outside the primary packaging perhaps used to group primary

Primary

ii.

iii. Tertiary

Secondary

iv. Quaternary
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j.

A
is “an extended group of people with similar interests or concerns who
interact and remain in an informal contact for mutual assistance or support”.
i.

network

ii.

iii. structure

grid

iv. system

Notes
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5. Prepare for Start-up
of Food Processing
Unit
Unit 5.1 – Site Selection for Food Processing Unit
Unit 5.2 – Banking and Managing Finance
Unit 5.3 – Entrepreneur’s Memorandum
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

State the factors for selecting the site for food processing unit;
State the design and construction requirements for food processing unit;
State the functions of banking;
Apply the concept of accounting to make business decisions;
Apply the concept of cost management to make business decisions;
State the various financial institutions for loans to start a business;
State the requirements for arranging finance for starting a business;
State the procedure for applying and arranging finance;
State the different registrations and license requirements for food processing units;
State the procedure to apply and obtain license;
State the procedure for filing an entrepreneurs’ memorandum.
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UNIT 5.1: Site Selection for Food Processing Unit
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

State the factors for selecting the site for food processing unit;
State the design and construction requirements for food processing unit.

5.1.1 Factors that Influence the Selection of Plant Location
Some of the most important factors that influence the selection of the location of a food processing
unit are:
•
•
•
•
•
•
•
•
•
•
•

Availability of raw materials
Proximity to market
Infrastructural facilities
Government policy
Manpower availability
Local laws, regulations and taxation
Ecological and environmental factors
Competition
Incentives, land costs, subsidies for backward areas
Climatic conditions
Political conditions

5.1.2 Construction Requirements
1.

Building
• Must be of sound construction and of an adequate size
• All exterior doors and windows must be tight fitting and capable of restricting the entrance
of insects and rodents

2.

Floors
• Floors and floor coverings of all food preparation areas, food storage areas, equipment and
utensil washing areas and walk-in-refrigeration units must be of smooth, impervious and
durable material
• Floor coverings in food preparation areas, equipment and utensil washing areas must be
coved and sealed at all floor and wall junctions
• All floors in washrooms must be made of impervious durable materials and wall and floor
junctions covered and sealed

3.

Walls, Partitions and Ceilings
• All walls and partitions, equipment and utensil washing areas and walk-in refrigeration units
must be smooth, non-absorbent and easily cleanable
• Studs, joists and rafters in food preparation areas, equipment and utensil washing areas and
walk-in refrigeration units must be covered and not exposed
• Ceilings must be smooth, non-absorbent and easy to clean
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5.1.3 Equipment Design
•
•
•

1.

All equipment must be of commercial grade quality and preferably certified
Heavy and/or large food equipment that is not readily moveable should be mounted on wheels
wherever possible
Equipment that is not mounted on wheels and not readily moveable, must be sealed to the floor
or mounted on legs and located such that access can be gained to all sides of the equipment for
cleaning purposes
Sinks
Hand-wash Basins
•
•
•

A minimum of one separate hand-wash basin with hot and cold water is required
The hand-wash basin must be equipped with a mixing valve or combination faucet
A liquid soap dispenser and a single use towel dispenser must be provided at the handwash
basin

2.

Dishwashing
• A stainless steel three-compartment sink of sufficient size to adequately process and sanitise
each utensil (tableware, pots, pans, etc) is required
• The dishwashing area must ensure sufficient space for cleaning dirty utensils
• Dish tables and/or drain boards or racks are required and must be non-corrodible, selfdraining, and of sufficient size and numbers for processing and air-drying utensils
• Where a mechanical dishwasher is to be used, it must be of commercial grade and

3.

Janitorial Sink
• A separate janitorial style sink is recommended for filling cleaning pails and disposing of wastes

4.

Storage Space
• Adequate storage space is required to ensure that food products are protected from
contamination at all times
• Sufficient refrigerator and freezer space must be provided
• Refrigeration space should be located near food preparation areas and must not be affected
by extreme heat sources such as ovens, grills and deep fryers
• Adequate storage facilities such as lockers or change rooms should be provided
• An area should be set aside for the storage of unused items
• Shelves must be sealed directly to the floor such that food particles, dust or debris cannot get
under the bottom shelf

5.

Ventilation and Exhaust System
• Proper ventilation is required in all food processing establishments
• Where grease laden vapors are produced such as from a deep fryer, grill or similar type
equipment, a ventilation exhaust system is required

6.

Lighting
• Bright and direct lighting is required in all food preparation areas and dishwashing areas
• All lighting must be shielded to protect them from shattering and protect food and equipment
from broken glass

7.

Garbage Facilities
• Garbage containers or facilities must be provided inside and outside the establishment
• The containers or facilities must be durable, easily cleanable, rodent proof and must be
provided in sufficient numbers and located at convenient locations both inside and outside
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5.1.4 Mega Food Park
Based on the cluster approach, the Mega Food Park Scheme aims to strengthen clusters of farmers,
factories, traders etc. dealing in the same agro product via excellent infrastructure facilities. This will
lead to the smoothening of the supply chain – Farm to Market.
An illustration of mega food park
Farmer Groups

Self Help Groups

Individual Farmers

Field Collection Centres

Primary Processing Centres
(pre-cooling, grading, pulping, sorting, packing, temporary storage)
Central Processing Centre – MEGA FOOD PARK
(pulping, aseptic packing, controlled atmosphere storage, cold storage, quality testing
laboratory, logistics centre etc.)

Domestic Sales

Fresh Products

Export

Value Added Product

Import
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UNIT 5.2: Banking and Managing Finance
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.

State the functions of banking;
Apply the concept of accounting to make business decisions;
Apply the concept of cost management to make business decisions;
State the various financial institutions for loans to start a business;
State the requirements for arranging finance for starting a business;
State the procedure for applying and arranging finance.

5.2.1 Why Do We Need Banking?
Banking is very important in today’s world. People deposit their savings in banks. In return, banks give
them an interest on the money deposited. Banks then lend out the same money to various borrowers.
They charge the borrowers a higher interest than the interest they pay to the depositors. The difference
in the interest is their profit.
The various functions that a banking system serves for a small business are:
•
•

•

Giving loans to the businessmen at a reasonable interest rate
Accepting deposits and paying interest on deposits. However, they do not lend out all the money
that is deposited. Banks maintain enough cash balance to meet the demand of the depositors as
and when needed. So the depositor can earn interest on the deposit, but still has the ability to
withdraw his money whenever he wants, with absolutely no risk of default
Cheques book facility provides safety, as the account holder need not maintain cash balance.
Further, instruments like demand drafts, etc. helps in transferring money from one place to another

5.2.2 Types of Bank Accounts
Banks generally does not charge any amount for opening an account. A single person/businessman can
open multiple types/ numbers of accounts. Joint accounts can be opened with instruction of operating
the same by either both the signatories and any one of them. This is very important when one of the
partners is not available immediately.
There are a number of different types of bank deposit accounts available. Choosing the right one
depends on the circumstances and the purpose for which one wants to open an account. Normally the
bank staffs helps in selecting the right type of accounts catering to one’s need.
The various types of deposit accounts are:
a.

Savings Bank Account
• Normally opened for saving excess funds
• Restrictions on number of transactions (withdrawals) during a period
• Interest is earned on the balance is higher than that earned on current account but less than
interest rates earned on fixed deposits
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b. Current Account
• Normally opened by businessmen for day-to-day business transactions
• No restrictions on number of transactions during a period
• Nil/ Nominal interest is paid on the balance in the account
c.

Fixed Deposit
• Opened to save money for a fixed duration
• Although pre-mature withdrawal (withdrawal before end of fixed period) is allowed, a penal
charge (decrease in interest rate) may be imposed
• Interest rate is highest compared to other types of accounts

d. Recurring Deposit Account
• A constant amount is deposited regularly at a fixed interval of time (daily, weekly, bimonthly,
and monthly, etc.)
• Banks appoint agents who collect the money from your doorstep
• All deposit along with interest is withdrawn after the specified period (on maturity)
• Interest rate is higher than savings bank account but less than fixed deposits
• Helpful to businesspersons and other persons who have a regular income
e.

Loan Accounts
Borrowers can borrow money from banks. The various types of loan/credit facilities offered by
banks are given below.
•
•
•

Cash credit
Overdraft facility
Term Loans

5.2.3 Account Opening Process
The procedure to open an account is very simple.
1.
2.
3.

4.
5.

Type of Account: Decide on the type of account to be opened. The bank generally help the
depositor decide on the type of account that will be helpful for them.
Cheque book facility: Decide whether to avail the cheques book facility or not.
Arrange the following documents:
• Proof of address (Ration card, Voter’s Identity card, letter from Village Panchayat, etc)
• Two photographs of the applicant/s
• PAN of the applicant/s
Introducer: An existing accountholder need to certify that he/she knows the account-holder.
Account Opened: After paying the minimum deposit amount after submitting the above
documents, the banks open an account in the name of the applicant. Cheque book is issued if
the facility is availed.

Bank Pass Book or Statement of Account
Date

Cheque No.

Particulars

Withdrawals
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5.2.4 Bank Reconciliation Statement
It is necessary to track the balances in the bank statement/pass book. Whenever a transaction happens,
it is very important to know how much money is in your account. In order to keep a track a statement
is prepared at regular intervals. Such statement is called as a bank reconciliation statement.
Bank Reconciliation Statement as on

(date)

Particulars

Amount

Balance as per bank pass book
Add

Cheques issued but not presented for payments

Wrong credits given by bank
Total
Less

Cheques deposited but not cleared

Total
Balance as per bank pass book

5.2.5 Basics of Accounts
Accounting revolves around three key concepts – EQUITY, ASSETS and LIABILITIES.
• Equity is what the owner in a business has final claim to
• Assets are things of value. It could be cows, furniture, house, cash, bank deposit, etc
• Liabilities are what the owner owns to others
Assume that the owner owns furniture of `2,000 and he has `500 cash in his pocket. He also has a bank
balance of `1,200. Also assume that he owes a friend `700 and `200 to the grocer
In this scenario, his assets are furniture, cash and bank balance. His assets are worth `3,700 and his
total liabilities are `900.
Assets
Furniture
Cash

Liabilities

Amount (`)

Amount (`)

2000.00

Payable to a friend

700.00

500.00

Payable to grocer

200.00

Bank Balance

1200.00

Total

3700.00

Total
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Of the total assets of `3,700, he has to pay `900 to others. So how much of his assets does he have a
claim to?
He has a claim to 3,700 – 900 = `2,800.
That is his equity. Equity means ‘having a claim to’. It represents final ownership.

5.2.6 Fundamental Equation of Accounts
ASSETS = EQUITY + LIABILITIES
This is known as the fundamental equation of accounting.

5.2.7 Transactions
A transaction is an economic exchange. Buying and selling are transactions. Getting a loan, giving a
loan, repaying a loan, paying salaries, paying electricity bills are all transactions.
A transaction often changes the values of assets, equity and liabilities. The accounting equation
however remains unchanged.

5.2.8 Business Entity Concept
When we write books of account, we do not consider personal expenses. We treat the business
separate from the person. In other words, we treat the business as a separate person for the accounting
purposes. Personal expenditures are not mixed with business expenditures. Accountants call this as a
business entity. Business entity concept means that the business is a separate entity (i.e. person) from
the owner for accounting purposes. Usually, when someone starts a business, he opens a separate
bank account for the business. He also keeps business cash separately from his personal cash.

5.2.9 Assets
Assets are things that have monetary value that can be measured and can be expressed in terms of
money e.g. cash, investments, amounts receivable from others, inventory (ie stock of goods in hand),
land, buildings, equipment, and vehicles.

5.2.10 Liabilities
Liabilities refer to the obligations of the owner. They are moneys the owner has to pay in future. They
refer to the amounts owed to lenders, suppliers, amounts received in advance for a future sale or for
a future service to be performed.
Examples of liabilities

Description

Loan from bank

Amount owed to lenders

Amount payable to suppliers of raw material
who have given credit

Amounts owed to suppliers

Advance received from customers, outstanding
expenses i.e. expenses incurred but not paid off

Salaries pending to employees
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5.2.11 Income, Expenses and Profits
Income refers to all sale of goods or services. As an example, consider a business person who sells saris.
If he buys a sari for `300 and sells it for `400, then the sale of `400 is his income. Note the income refers
to the sales and not to the moneys earned. In this example, `300 is the expense and profit is `100.
•
•

Income increases Equity
Expense decreases Equity

5.2.12 Sale and Purchase of Goods on Credit
A Sale is considered an income whether goods are sold on credit or for cash. When it is sold for cash,
cash assets increases. When it is sold on credit, receivables, another asset increases. In both cases, it
is considered an income.
Similarly, expenses are recognised whether cash is paid out or not. When cash is paid out, cash, asset
decreases. When cash is not yet paid, payables, a liability increases. In both cases, it is considered as
an expense.

5.2.13 Expenses v/s Expenditure
Just because it is an expense it does not mean that cash is paid out. Similarly, just because cash is paid
out does not make it an expense. When a business purchases goods or services, it is expenditure.
Expenditure necessarily involves a cash payout. But it may not be an expense.

5.2.14 Profits
PROFIT = INCOME – EXPENSE
Income increases equity and expenses decrease equity. The net increase in equity from business is the
profit.

5.2.15 Financial Statements
Financial statements summarise the accounts of the business. They are the result of the collection,
tabulation and summation of accounting data. The two main financial statements are:
• Balance Sheet
• Profit and Loss Statement
Balance Sheet
It is a statement showing financial condition (position) of a business at a point in time. It is the summary
of all assets on one side and ‘liabilities and equity’ on the other side. Both sides of the balance sheet
should always match.
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A TYPICAL BALANCE SHEET
As on Mar 31, YYYY
Liabilities and Capital
Capital

Assets

Amount (`)
10000.00

Amount (`)

Land & Buildings

5000.00

Retained Earnings

5575.00

Furniture

3000.00

Bank Loans

1500.00

Vehicles (Motor Car/ Scooter/
Cycle)

2000.00

Creditors

1000.00

Security Deposits Paid

1500.00

Bank Balance

2000.00

Receivables

3000.00

Advance Received from Customers

425.00

Outstanding Expenses
- Rent Due but not Paid

750.00

- Salary Outstanding

250.00

Prepaid Expenses
- Prepaid Insurance

500.00

Income Received in Advance
- Commission Received in Advance

500.00

Cash in Hand

20000.00

3000.00
20000.00

5.2.16 Profit and Loss Statement
This statement shows the results of business for the period. It summarises the income and expense for
the period. The result of the account is either the profit or loss for the period.
A TYPICAL PROFIT AND LOSS ACCOUNT
As on Mar 31, YYYY
Expenses

Amount (`)

To Cost of Goods Sold

10000.00

Direct Expenses

By Sales

Amount (`)
18000.00

Direct Incomes

- Carriage Inward

1800.00

- Commission on Purchase

1200.00

Gross Profit / (Loss)

Income

- Discount Received on Purchase

1000.00

7000.00
20000.00

20000.00
Gross Profit/ (Loss)
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Indirect Expenses

Indirect Incomes

- Rent

500.00

- Sale of Old Newspaper

500.00

- Salaries

400.00

- Commission Received

300.00

- Electricity

450.00

- Rent Received on Sublet

200.00

- Insurance

150.00

- Bank charges

100.00

- Conveyance

250.00

- Postage

125.00

- Telephone

200.00

Loss on Sale of Assets

250.00

Net Profit/ (Loss)

5575.00
8000.00

8000.00

5.2.17 Financial Institutions for Loans to Fund a Business
India has a well-developed financial system, comprising:
•
•
•
•

Banks
Financial institutions
Non banking financial companies
Venture capital companies

These institutions offer financial aid to startups as well as existing businesses. Various schemes are
being implemented by various banks and financial institutions to cater to the financing needs of the
micro, small and medium sized businesses. Some of the schemes offered are:
•
•
•

Working capital finance
Corporate term loans
Term finance

5.2.18 Requirements for Arranging Finance for
Starting a Business

You will be more likely to successfully avail of a loan if you can satisfy the following lending criteria:
• Good cash flow
• Adequate shareholders’ funds
• Adequate security
• Good record of successful trading
• Good reputation
• Specific purpose
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5.2.19 Documents Required for a Business Loan
The following documents are required for applying for a loan to start a business:
•
•
•

•
•
•
•

Application form
1 photograph of the co-applicant
Income details for the last 2 years with Annexure, Form 16 A:
 IT returns
 Balance sheet
 P/L account statement
Bank account statements for the last 3 months
KYC documents of the co-applicant
Business vintage for 5 years
Business proof: Certificate of Practice

Steps to Apply for a Loan
•
•
•
•

Write a business plan
Approach a bank that offers business loans
Review the lender’s loan guidelines and get all the necessary documents, applications and other
information required in place
Submit your complete loan application to the bank, along with your business plan
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UNIT 5.3: Entrepreneur’s Memorandum
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

State the different registrations and licenses requirements for food processing units;
State the procedure to apply and obtain licenses;
State the procedure for filing an entrepreneurs’ memorandum.

5.3.2 Procedure for Filing Entrepreneurs Memorandum
Prerequisites:
Before filing for an Entrepreneurs’ Memorandum registration, an applicant must ensure that:
•
•

Requirement of the location policy is fulfilled.
Local zoning and land use regulations of State Government or regulations of Ministry of
Environment which do not permit setting up of an industry at a location should be adhered to.

Application for Industrial License needs to be filled if industry belongs to any or more of following 5
categories.
•
•
•
•

•

Cigars and cigarettes of tobacco and manufactured tobacco substitutes
Electronic aerospace and defense equipment: all types
Industrial explosives including detonating fuses, safety fuses, gun powder, nitrocellulose and
matches
Specified hazardous chemicals i.e. a) hydrocyanic acid and its derivatives b) Phosgene and its
derivatives c) Isocyanides and diisocyanates of hydrocarbon, not elsewhere specified
(e.g. Methyl isocyanine).
SSI items for manufacturing by non-SSI industrial undertaking.

If the industry does not belong to any of the above mentioned categories, please fill in the Industrial
Entrepreneur Memorandum application.
Attaching 'Distance certificate from Directorate of Sugar from the respective State Govt.' along with a
copy of certificate from the Survey of India is mandatory in case of Sugar industry.
Use the correct NIC code for filling IEM form. The NIC code can be referred from:
http://dipp.nic.in/English/acts_rules/Press_Notes/NIC-2008.pdf
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5.3.2 Filing Entrepreneurs Memorandum
The instructions for filing an entrepreneurs’ memorandum are as follows:
1.

Memorandum is to be filed with the district industries centre*, by a micro, small or medium
enterprise, as the case may be, under sub-section (1) of section 8 of the Micro, Small & Medium
Enterprises Development (MSMED) Act, 2006.
2. Four copies of the memorandum should be filed.
3. There is no fee for processing the memorandum.
4. Existing units should fill up only part ii of the memorandum.
5. In case of any change in the information, at any point of time, please inform the details within
three month to DIC.
6. Write/Type in block (capital) letters.
7. Leave one blank box after each word.
8. Fill up whichever is applicable.
9. All codes other than pin code shall be filled by the office.
10. Form will be machine numbered by the district industries centre.
•

To be filed at the DIC under whose jurisdiction the enterprise is proposed to be located.

http://www.nsic.co.in/em.pdf
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Approvals/Clearances Required

Certification of Incorporation of company

Registration for Permanent Account Number (PAN)

Registration for Tax Deduction and Collection Account Number (TAN)

Industrial Entrepreneur Memorandum (IEM) Acknowledgement/
Entrepreneur Memorandum (EM) Registration [Part I & Part II]/
Industrial license

2

3

4

5

104

Environmental Clearance

Permission for Land Use (In case, Industry is located outside an
Industrial area)

6

7

B. Pre construction phase:

Company Name Approval letter, DIN and DSC

1

A. Setting up legal existence of the entity:

Step
No.

c. Local Authority/ District
Collector

b. Department of Town and
Country Planning

a. State Directorate of Industries
(DI)

Ministry of Environmental and
Forest (MoEF)

District Industry Centre for Small
Scale Industries (SSI)/ Secretariat
of Industrial Assistance (SIA) for
medium and large industries

Central Board of Direct Taxes

Central Board of Direct Taxes

Registrar of Companies (ROC)

Registrar of Companies (ROC)

Department to be Approached
and Consulted

However, companies need to obtain
IEM / EM registration depending on
investment and location.

Generally, no Industrial license
is required except for alcoholic
beverage and items reserved for small
scale sector.

Note 1

Note 1

DSC Digital signature certificate,

Notes
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Acquisition of Land

Consent to Establish (CTE) for Setting up Factory / Building Premises
and Installation of Plant & Machinery and Consent under Water and
Air Pollution Control Acts.

Authorisation of Collection/ Reception/ Treatment/ Transport/
Storage and Disposal of Hazardous Waste

NOC and Approval of Construction Activity and Building Plan

Sanction of Power Connection

High Tension/Substation Requirement for Power

Provisional Fire Safety Approval

Sanction of Water Connection/Permission for Ground Water Use

9

10

11

12

13

14

15

Approvals/Clearances Required

8

Step
No.
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Central Ground Water
Authority(for underground
water use)

State Fire and Safety Department

Approval from Chief Electrical
Engineer, PWD

State Electricity Board

d. Food and Drug Authority
(FDA)

c. Chief Inspector of Factories

b. Municipal and Local
Authorities

a. District Town Planner

State Pollution Control Board

State Pollution Control Board

State DI/ State Industrial
Development Corporation
(SIDC)/ Infrastructure
Corporation/ Small Scale
Industrial Development
Corporation (SSIDC)

Department to be Approached
and Consulted
Notes
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Coastal Regulatory Zone Notification Compliance (depending on
proximity of the project from the coast)

Approvals/Clearances Required

106

Consent to Operate for Trial Run and Commencement of
Manufacturing Production

Factory Registration for Permission to Commence Manufacturing
Activities as a Factory

Final Fire Approval

Building Completion Certificate (BCC)

22

23

24

25

Registration under Value Added Tax /Sales Tax

Profession Tax Registration

26

27

D. Post Commencement of Operations:

Weights and Measures

21

Product Approval, NOC and Licence from FSSAI

19

Licence from WDRA

Quality Marking Certificate

18

20

Grant for BIS License

17

C. Post construction phase:

16

Step
No.

Department of Sales Tax (DOS)

Department of Sales Tax (DOS)

Local Municipal Authority

State Fire and Safety Department

Directorate of Industrial Safety
and Hazard (DISH)

State Pollution Control Board

Legal Meterology Act

Warehousing Development &
Regulatory Authority

Food Security and Standard
Authority of India

Quality Marking Centre of the
State Government

Regional Office of the Bureau of
Indian Standards (BIS)

Competent Authority

Department to be Approached
and Consulted

Note 1

Notes
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Central Excise Registration

Service Tax Registration

Code Number for Export and Import/Importer Exporter Code (IEC)

Customs - Special Valuation Branch

Specific Licenses that may be Required

Shop & Establishment Act

Registration and Licensing of Establishments Employing Contract
Labour

Registration of Establishments Employing Inter-State Migrant
Workmen

Employer Registration with Employee Provident Fund Organization
(EPFO)

Employee Registration with Employee State Insurance Corporation
(ESIC)

Trademark Registration/ Brand Registration

29

30

31

32

33

34

35

36

37

38

Approvals/Clearances Required

28

Step
No.

107

Controller General of Patents
Designs and Trademarks

Employee State Insurance
Corporation

Employee Provident Fund
Organization (EPFO)

Department of Labour

Department of Labour

Department of Labour

State Agricultural Marketing
Board

Central Board of Excise and
Customs

Regional Office of Director
General of Foreign Trade

Central Board of Excise and
Customs

Central Board of Excise and
Customs

Department to be Approached
and Consulted

Note 1

Note 1

Note 1

Note 1

Note 1

Note 1

Notes
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Approvals/Clearances Required

Department to be Approached
and Consulted
Notes
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Source: http://103.247.98.218/~mofpi/templates/mofpi/pdf/List_of_Departments.pdf

This document contains information in summary form and is intended for general guidance only. It is not expected to be a substitute for detailed research
or the exercise of professional judgment. Neither SKP nor its affiliates can accept any responsibility for loss occa sioned to any person acting or refraining
from action as a result of any material in this document. On any specific matter, reference should be made to an a ppropriate advisor.

The time for obtaining said registration may differ on case to case basis subject to requirements and business model chosen by the Company.
The chart above shows the general permissions required to start and operate food processing industry in India. There could be specific registration
required that depends upon size of investment, location / zone of the industry, nature of food item to be processed. Some of the specific registration
for which we have not accounted above are:
• Medium and Small Scale Enterprise Registration
• EOU
• SEZ
• Registration for any State / Central Incentives, etc
Disclaimer

1.
2.

Notes:

Step
No.
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Exercise
1.

Fill in the blanks with the correct option
a. Banks maintain enough
as and when needed.
i.

balance to meet the demand of the depositors

cash

ii.

iii. extra
b.

iv. equity

Proper
i.

is required in all food processing establishments.

air conditioning

ii.

iii. tiling
c.

establishment.
i.

containers or facilities must be provided inside and outside the

Garbage

ii.

Scheme aims to strengthen clusters of farmers, factories, traders
National Mission on Food Processing

iii. Cold Chain
e.

Mega Food Park

iv. National Horticultural

bank reconciliation statement

ii.

iii. profit and loss account

pass book

iv. balance sheet

An economic exchange involving buying and selling is called
i.

interest rate

ii.

iii. commodity
g.

.

transaction

iv. barter
is a summary of the accounts of the business.

i.

Balance sheet

ii.

iii. Reconciliation statement
h.

Profit and loss account

iv. Financial statement

is a summary of the income and expense for a given period.
i.

Balance sheet statement

ii.

iii. Reconciliation statement
i.

ii.

A
is prepared at regular intervals, in order to keep track of how much
money is in your account.
i.

f.

Stationary

iv. Manure

The
etc.
i.

greenery

iv. ventilation

iii. Water
d.

credit

Profit and loss statement

iv. Cash flow statement

Memorandum is filed by an applicant with the
i.

area industries

ii.

iii. district industries
j.

centre.
city industries

iv. state industries

copies of the memorandum should be filed by the applicant.
i.

Two

ii.

Three

iii. Four
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2.

Match the Column
Column A

Column B

a.

Savings Account

i.

Interest rate is highest compared to other types of
accounts

b.

Current Account

ii.

Banks appoint agents who collect the money from your
doorstep

c.

Fixed Deposit Account

iii. Overdraft facility

d.

Recurring Deposit Account

iv. Normally opened by businessmen for day-to-day
business transactions

e.

Loan Accounts

v.

Restrictions on number of transactions (withdrawals)
during a period

Notes
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6. Start Food
Processing Unit
Unit 6.1 – Business Plan
Unit 6.2 – Registrations and Licences
Unit 6.3 – Storage Methods
Unit 6.4 – Sanitation of Work Area
Unit 6.5 – Cleaning and Sterilisation Processes
Unit 6.6 – Disposal of Waste Material
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.

Explain the purpose and importance of business plan;
Describe the components of a business plan;
Create a business plan;
State the features of a bankable project;
Identify the various types of risks and challenges in setting up a business;
Explore the possibilities of using technology effectively in the business setup;
State the process of setting up a business;
State the different registrations and licences requirements for food processing units;
State the procedure to apply and obtain licences;
State the procedure for filing an entrepreneurs’ memorandum;
State the storage procedures for raw materials, packaging materials and finished goods;
Explain stock rotation methods;
State the cleaning processes used to clean the work area and process machineries;
Explain the process of sterilisation;
List the different sanitisers used;
State the guidelines for disposing waste as per laws.
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UNIT 6.1: Business Plan
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.
7.

Explain the purpose and importance of business plan;
Describe the components of a business plan;
Create a business plan;
State the features of a bankable project;
Identify the various types of risks and challenges in setting up a business;
Explore the possibilities of using technology effectively in the business setup;
State the process of setting up a business.

6.1.1 Business Plan
A business plan is a document that contains the objectives, scope and direction for your business. It
aids in determining the feasibility of your business ideas and raise capital. It is a road map for your
business operations.
The purpose of writing a business plan is to detail:
•
•

what you seek to achieve;
how you intend to take to achieve it.
Raise Capital
The Importance of
Business Plan

Provide Road Map
Prevent Omissions

There is no rigid formula existing for writing business plans. Every new business may be unique to the
business situation or idea. Even so, there are some general guidelines to be followed while preparing
a business plan.
A business plan is a detailed project report that becomes a base document for planning and
implementing. It serves as collateral with future cash flow and profitability, to be acceptable to raise
the necessary funds (bankable project).
After the preparation of a business plan, it is advisable to get expert advice of the concerned areas of
operations and modify it accordingly.

6.1.2 Components of a Business plan
The major sections of a business plan include the detail of the business idea, the formation of type
of company/ business, products or services, manufacturing and operations plan, marketing plan, the
team, critical risks and assumptions, benefits to the community, exit strategy, financial plan (sources
and uses of funds), possible contingencies that you should anticipate etc.
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6.1.3 Understanding the Risks of Small Business
The decision to start your own business should be made with a full understanding of the risks involved.
You should be able to anticipate problems and reduce the possibility of loss, and increase your chances
of success.
The prospect of failure should serve as a warning to you. You need a vision, resources, and a plan to
take advantage of the opportunity that exists.
Failing to understand the
commitment and hardwork
Mistakes Leading
to Business Failure

Not hiring the right resources
Inaccurate estimates of cash
flow and capital requirements

Business risk can be classified into risk of damage to assets and risk of personal lives. Damage to assets
like plant and machines can be avoided by way insuring the assets, which also includes cash (loss due
to theft etc.). Personal insurance for own life is covered by life insurance periodical premium payments.
Form of Business
The entrepreneurs may decide to set up the business on its own or may decide to start jointly with
others. The various factors that one needs to consider while deciding on form of organisation are funds
required, risk associated with the projects, length of the project, etc. In case of partnership, there
is an added requirement on deciding the terms of the agreement, capital ratio, profit sharing, legal
documentation, etc.
Sources of funds
The entrepreneur should calculate the total funds required under the following heads:
•
•

Fixed Capital Requirement: the funds required to acquire fixed assets for the business. These can
be owner’s capital investment or long-term loans.
Working Capital Requirement: the minimum funds required to effectively cover the costs and
expenses necessary to operate the business.

Cash Flow Statement
A cash flow statement shows how money enters and exits your business. It is a financial document that
shows the amount of money a business has on hand at the beginning of a time period, receipts coming
into the business, and money going out of the business during the same period.
Evaluation of Profitability
Profitability should not be measured in terms of absolute profit amount. Rather, profitability means
the returns as a percentage of capital invested in the business.
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6.1.4 Ten Step Process of Setting up the business
Now, we come to the actual process of setting up the business. Given below is a simple ten-step
process to follow:
Write a Business
Plan

Get Business
Assitance & Training

Choose a Business
Location

Finance Your
Business

Register for State &
Local Taxes

Get a PAN

Register a Business
Name

Determine the Legal
Structure of Your
Business

Obtain Business
Licences and
Permits

Understand
Employer
Responsibilites
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UNIT 6.2: Registrations and Licences
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

State the different registrations and licences requirements for food processing units;
State the procedure to apply and obtain licences;
State the procedure for filing an entrepreneurs’ memorandum.

6.2.1 Procedure to Apply and Obtain Licences
Types of Registrations
There are three types of registrations:
1.

Registrations:
Turnover less than 12 lakhs or and quantity less than the specified units as prescribed by the
Registering Authority depending upon product to product.

2.

State License:
Turnover more than 12 lakhs and up to 20 crores or 30 crores in some cases and quantity less than
the specified units as prescribed by the Registering Authority depending upon product to product.

3.

Central License:
Turnover more than 20 crores and quantity more than the specified units as prescribed by the
Registering Authority depending upon product to product.

Documents Required
For applying the registration or for getting license under State or Central Government, following
documents are required:
•
•
•
•
•
•
•
•
•
•

Form A/ Form B, as the case may be, duly filled and signed by the proprietor/partner.
Pan Card copy of applicant (self-attested). In the case of a partnership firm/ company, the Pan Card
of such firm/company is also required.
Address proof of applicant (self-attested). In case of a partnership/company, address proof of such
firm/company along with address proof of authorised representative.
2 passport sized photographs of the applicant/authorised representative
Rent deed/Registry copy of the registered office of the firm/company.
List of directors/partners/members of society/trust on the letterhead of particular firm/company/
trust.
List of equipment/machinery installed in the premises.
Partnership Deed/Affidavit of Proprietor/MOA AOA.
NOC from manufacturer in case, the applicant is doing business of re-labeller/re-packer.
A declaration from the applicant that all the requirements have been fulfilled and declaring that
all the information provided by him are true to the best of his knowledge.      
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UNIT 6.3: Storage Methods
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

State the storage procedures for raw materials, packaging materials and finished goods;
Explain stock rotation methods.

6.3.1 General Storage Norms
Storage is done on various levels in India. First and foremost, storage structures are made at the
farmer level. Some considerations that need to be taken into account, in building a storage structure
to minimise losses are:
•
•
•
•
•

the structure must be elevated and away from moist places
the structure must be airtight
rodent proof material should be used
surroundings must be clean
the structure must be plastered with an impervious clay layer to avoid termite attack

The following table displays the maximum percentage of moisture that is allowed for safe storage:

Commodity

Moisture content
(% wet basis)

Paddy (raw)

14

Rice (parboiled)

15

Wheat

12

Maize, barley, ragi, pulse, turmeric, wheat, atta, maida, besan

12. 5

Coriander, chillies

10

Groundnut pods

6-7

Mustard seed

5-6

Bulk storage of food grains in India
There are many kinds of storage systems followed depending on the length of storage and the product
to be stored.
Cover and Plinth Storage
This is an improvised arrangement for storing food grains in the open, generally on a plinth which is
damp and rat proof. The grain bags are stacked in a standard size on wooden dunnage. The stacks
are covered with 250 micron LDPE sheets from the top and all four sides. Food grains such as wheel,
maize, gram, paddy, and sorghum are generally stored in CAP (cover and plinth) storage for 6-12
month periods. It is the most economical storage structure and is being widely used by the FCI (Food
Corporation of India) for bagged grains.
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Community Storage Structures
Bulk storage structures of higher capacity, ranging from 25-100 tonne are termed community storage
structures. They are made from reinforced bricks, corrugated galvanised sheets and aluminium sheets
in capacities ranging from 25 to 57 tonne.
Rural Godowns
The rural godowns are primarily meant for providing warehousing facilities to the farmers. The
godowns are of 100 to 1000 tonne capacity. They are owned by FCI, central and state warehousing
corporations, market committees, or cooperatives looking to the need for having storage structures
or facilities for agricultural produce. The Government of India appointed an expert committee (19791980) which concluded that there was a need for storage facilities for 2 million tonnes of food grain.
The Government of India, keeping in view these recommendations, has given a 50% subsidy for the
construction of rural godowns. Therefore, godowns are being constructed on a large scale in Indian
villages.
Standards for Storage Structures
To achieve uniform performance from any structure, it is essential that the construction material and
the method of construction should conform to a predetermined standard. The same applies in the
case of storage structures, and for this purpose the Indian Bureau of Standards, New Delhi, has devised
standards after careful examination of the storage needs. In order to minimise losses during storage,
users are exhorted to adhere to these standards during construction.
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UNIT 6.4: Sanitation of Work Area
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

State the storage procedures for raw materials, packaging materials and finished goods;
Explain stock rotation methods.

6.4.1 Cleaning and Sanitisation
Cleaning and sanitisation of the work area is extremely important for every food-handling operation.
Hence, it is important to know about:
•
•
•
•

The materials and equipment used to clean the work area
The method of using these materials and equipment
The method of cleaning the work area
The frequency of cleaning the process machineries

The food processing industry follows standard procedures for cleaning the work area. This is to ensure
that there is no bacterial growth due to presence of leftover food particles. For cleaning purposes, the
work area is divided into two. They are:
Food contact surfaces

Non-food contact surfaces

Work tables

Overhead structures

Utensils

Walls, ceilings, and shields

Equipment

Lighting equipment

Tools

Refrigeration equipment

Machines that process foods

Air conditioning, heating or ventilating systems

Equipment, Chemicals, and Sanitisers Used for Cleaning
Every organisation in the food processing industry follows a cleaning schedule. For instance, a
processing unit may follow a weekly, monthly or yearly cleaning schedule. To clean the processing
unit, the following equipment and tools are used:
•
•
•
•
•

Cleaning or washing tank
Cleaning knives and spoons
Cleaning or sanitising agents
Cleaning brushes and scrubbers
High spray nozzle jets
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Some common types of cleaners and sanitising agents to clean the food contact and non-food contact
surfaces are:
Cleaning agents

Used for

Risk

Safety measure

Hypochlorites
like potassium
hypochlorite, sodium
hypochlorite, and
calcium hypochlorite

Cleaning stainless
steel food contact
surfaces

Leads to corrosion

Ensure pH and
concentration levels
are maintained

Liquid chlorine

Internal cleaning
of stainless steel
equipment and
vessels

Leads to corrosion

Ensure concentration
levels are maintained

Hydrogen peroxide

Killing bacterial
spores, pathogens,
spoilage organisms,
and other
microorganisms

Has a strong odour

Use in well-ventilated
and open spaces

Ozone

Cleaning food-contact
and non-foodcontact surfaces
like equipment,
walls, floors, drains,
conveyors, tanks,
and other containers;
Killing microbes

No risk involved since
it leaves no residue

Safe to use
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UNIT 6.5: Cleaning Processes
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

State the cleaning processes used to clean the work area and process machineries;
Explain the process of sterilisation;
List the different sanitisers used.

6.5.1 Clean-In-Place (CIP)
CIP is a method used for internal cleaning of machineries. It is done without dismantling pipes, vessels,
process equipment, filters or fittings. In this process, a sanitising agent is circulated through the entire
processing unit with the help of a spray ball. The turbulence created removes soil, ensuring removal
of bacteria and chemical residues.
Tips to conduct an effective CIP process:
•
•
•
•
•

Use the right vessels for the right process
Use the right cleaning and sanitising solutions
Ensure correct flow rate
Ensure all connections are clean
Monitor and verify the entire process

6.5.2 Clean-Out-Of-Place (COP)
COP is conducted at a cleaning station. This method involves dismantling of the equipment. In this
process, equipment and units are scrubbed with soap in COP tanks. After this, the tanks are rinsed
again to remove residual detergent or chemicals. Equipment and units are reassembled and sanitised
once more with heat treatment or sanitising agent.
Tips to conduct an effective COP process:
•
•
•

Follow the order of tasks
Use cleaning tanks as much as possible
Ensure tools used in COP do not lead to contamination

Food processing equipment and units that undergo the COP process are:
•
•
•
•
•
•
•
•

Fittings
Gaskets
Valves
Tank vents
Grinders
Pumps
Knives
Nozzles
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6.5.3 Sterilising-In-Place (SIP)
SIP is the process by which food product equipment is sanitised after the CIP process. It helps to
eliminate any residual microbiological contamination.
SIP is a combination of three processes viz. sterilisation, disinfestation, and sanitisation.
Sterilisation
• Uses steam or hot water
Disinfestation

•

Uses disinfectants or chlorine solution

Sanitisation
• Uses soap solution or washing soda

6.5.4 Air-Pressure Cleaning
Air-pressure cleaning method to ensure cleanliness of regularly used equipment. The following chart
explains the process in detail:
High pressure air
is blown towards
ovens and
conveyors

Equipment is
removed and
wiped

Equipment is
oiled and
greased

Equipment is
refitted

6.5.5 What is Sterilisation
Sterilisation is a process that removes or kills all forms of life and other biological agents
like fungi, bacteria, viruses, etc. present in a specified region. These could include surfaces, equipment,
tools, floors, etc.
Sterilisation can be achieved with one or more of the following methods:
• Heat
• Chemical
• Irradiation
• High pressure
• Filtration
Sterilisation is distinct from disinfection, sanitisation, and pasteurisation.

6.5.6 Sanitisers
Sanitisers are used to reduce the number of pathogens to a safe level that may be found on service
equipment. Chemical sanitisers and hot water sanitisation are both approved methods for sanitising
equipment. Approved chemical sanitisers and concentrations are:
• Chlorine (bleach): 50-100 ppm (200 ppm is the maximum concentration permitted; above 200ppm
is considered toxic).
• Quaternary ammonium: 200 ppm (unless otherwise specified by the manufacturer)
• Iodine: 12.5-25 ppm (Above 25 ppm is considered toxic)
Test strips must be used to check for proper sanitiser concentrations. For hot water, sanitising the
surface dishes must reach 160°F. This usually means the dial must reach 1800F.
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UNIT 6.6: Disposal of Waste Material
Unit Objectives
At the end of this unit, you will be able to:
1.

State the guidelines for disposing waste as per laws.

6.6.1 Why Waste Disposal?
Waste disposal is critical in the food processing industry to keep processed food safe at every point. It
is very important to maintain a safe and clean work area so that at no point food gets contaminated
directly or indirectly.

Biodegradable

Can degrade into natural and
recycled components
E.g.agricultural waste

Waste
Non-biodegradable

Does not degrade and exists in
the environment for a long time
E.g. plastics, tyres, electronic
components

Solid Waste
Solid wastes are non-liquid, non-soluble materials ranging from municipal garbage to industrial wastes
that contain complex and sometimes hazardous substances.
Solid wastes also include sewage sludge, agricultural refuse, demolition waste, and mining residues.
Sludge Treatment and Disposal
The following measures reduce the volume of disposable waste generated from waste and wastewater
treatment processes:

Sludge
dewatering

Land fill,
combustion

Measures to reduce
the volume of
disposable waste

Biogas
generation,
composting
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Exercise
1.

Arrange the steps of setting up business in the right sequence
Order the steps
(as 1, 2, 3, 4, 5, 6, 7, 8, 9 and 10)

Procedure/ Steps

2.

a.

Get business assistance and training

b.

Finance your business

c.

Get a PAN

d.

Determine the legal structure of your business

e.

Obtain Business Licences and Permits

f.

Choose a business location

g.

Register a business name

h.

Understand employer responsibilities

i.

Register for state and local taxes

j.

Write a business plan

Identify the food contact and non-food contact surfaces. Mark a tick against the correct option
a.

Work tables

Food contact surface
Non-food contact surface

b.

Overhead structures

Food contact surface
Non-food contact surface

c.

Utensils

Food contact surface
Non-food contact surface

d.

Air conditioner

Food contact surface
Non-food contact surface

e.

Ventilating systems

Food contact surface
Non-food contact surface

f.

Lighting equipment

Food contact surface
Non-food contact surface

g.

Refrigeration equipment

Food contact surface
Non-food contact surface

h.

Walls and ceilings

Food contact surface
Non-food contact surface

i.

Tools like knives

Food contact surface
Non-food contact surface

j.

Machines that process food

Food contact surface
Non-food contact surface
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3.

Arrange the steps of air pressure cleaning in the right sequence
Procedure/Steps

4.

a.

Equipment is re-fitted

b.

High pressure air is blown towards
ovens and conveyors

c.

Equipment is oiled and greased

d.

Equipment is removed and wiped

Order the steps (as 1, 2, 3 and 4)

Fill in the blanks with the correct option
a. Hypochlorite may lead to
i.

.

emulsion

ii.

iii. stabilisation
b.

and fittings.
i.

iv. dehydration
is a method of cleaning equipment without dismantling pipes, vessels

CIP

ii.

iii. SIP
c.

iv. SOP

CIP

ii.

iii. SIP
d.

iv. SOP

Sulphur dioxide

ii.

iii. Liquid chlorine

Hydrogen peroxide

iv. Sodium chloride

For cleaning purposes, the work area is divided into
i.

two

ii.

iii. five

groups.
three

iv. nine

is a process that removes or kills all forms of life and other biological
agents like fungi, bacteria, viruses, etc. present in a specified region.
i.

Sanitisation

ii.

iii. Pasteurisation
g.

COP

is used for internal cleaning of stainless steel equipment.
i.

f.

COP

is a method used for cleaning fittings, gaskets and valves.
i.

e.

corrosion

Sterilisation

iv. Cleaning

are used to reduce the number of pathogens to a safe level that may be
found on service equipment.
i.

Detergents

ii.

iii. Sanitisers

Chemicals

iv. Squeegee
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7. Complete 				
Documentation and
     Record Keeping
Unit 7.1 – Documentation and Record Keeping
Unit 7.2 – Field Visit
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.
2.
3.

State the need for documenting and maintaining records of raw materials, process, and finished
products;
State the method of documenting and recording the details of raw material to final finished
product;
Observe the various facilities, machineries and drying and dehydration process in the food
processing industry.
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UNIT 7.1: Documentation and Record Keeping
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

State the need for documenting and maintaining records of raw materials, process, and finished
products;
State the method of documenting and recording the details of raw material to final finished
product.

7.1.1 Need for Documentation
Every organisation has to maintain records of raw material procurement, production processes, and
sales. This is to ensure that the business runs effectively and is profitable. Listed below are some
reasons why there is a need for documentation:
•
•
•
•
•
•
•
•
•
•

It gives detailed knowledge about running of the business.
It helps to control product quality.
It helps to keep track of the money invested in the business.
It helps to identify the separate costs of raw material or product ingredients.
It helps to identify the production cost of a particular process.
It helps to ensure that quality assurance procedures are followed.
It helps to ensure that the production unit is running smoothly/effectively.
It works as an evidence for legal procedures.
It helps to set an appropriate product price.
It helps to take corrective measures at the right time.

7.1.2 How to Keep Records?
Every food processing organization follows a more or less similar way of keeping records. Production
records keep a log of:
•
•
•

The quantity and type of raw materials
The quantity and type of ingredients used
The processing conditions in which production took place (e.g. the temperature set or the air
pressure applied)
• The product quality
Product quality can be maintained only when:
• The same quantity and quality of ingredients and raw materials are mixed in every batch
• A standard formulation is used for every batch
• Standard process parameters are applied for every batch
Every batch of food is given a batch number. This number is recorded in:
•
•
•

Stock control books (where raw material procurement is noted)
Processing logbooks (where production process is noted)
Product sales records (where sales and distribution is noted)

131

Participant Handbook

The batch number must correlate with the product code number, which is printed on labels. This helps
the processor to trace any fault found in a batch back to the raw material used or the production
process.
Example of a stock control book:
•

Product Name

•

Raw
material*

•
•

Supplier

•

Batch Number

Results of inspection for:
A
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UNIT 7.2: Field Visit
Unit Objectives
At the end of this unit, you will be able to:
1.

Observe the various facilities, machineries and drying and dehydration process in the food
processing industry.

7.2.1 Field Observation Sheet
Field Observation Sheet
#

Date of
Visit

Name of the Industry
and Location

Brief Description of
the Industry Visited
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Exercise
1.

Tick the correct options
a. What is the need for documentation?
i.

It gives detailed knowledge about the running of a business.

ii.

It helps to control product quality.

iii. It helps to keep track of the money invested in the business.
iv. It helps to identify the separate costs of raw material or product ingredients.
v.

It helps to identify the production cost of a particular process.

vi. It helps in raw material storage.
vii. It helps to ensure that quality assurance procedures are followed.
viii. It helps to ensure that the production unit is running smoothly/effectively.
ix. It works as an evidence for legal procedures.
x.

It helps to clean the food handling equipment and machineries.

xi. It helps in sending the produce to the market.
xii. It helps to set an appropriate product price.
xiii. It helps to take corrective measures at the right time.
b.

Production records keep a log of

.

i.

the quantity and type of raw materials.

ii.

the amount of finished products stored.

iii. the quantity and type of ingredients used.
iv. the processing conditions in which production took place (e.g. the temperature
set or the air pressure applied).
v.
2.

the product quality.

Match the columns
Column A

Column B

a.

Sales records

i.

Batch

b.

Stock control books

ii.

Ingredient procurement

c.

Log books

iii.

Sales and distribution

d.

Batch number

iv.

Production process

e.

Standard formula

v.

Product code
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3.

Complete the process of documentation and maintaining records of production and finished
products. Fill in the blanks with the correct options given below.
a.

Document and maintain the records of

.

b.

Document the finished products details

c.

Maintain the record of

d.

Verify the documents and
management system audit.

e.

Document process details such as type of raw material used, process parameters (temperature,
time, etc. as applicable) for entire process handled
for all products
produced.

.
related to finished products.
in case of quality concerns and for quality

Options:
1.
2.
3.
4.
5.

in process chart or production log
as per company standards
finished products
track from finished product to raw materials
observations or deviations (if any)

Notes
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8. Entrepreneurship
Skills
Unit 8.1 – Concept of Entrepreneurship and Business Opportunities
Unit 8.2 – Communication Skills
Unit 8.3 – Banking and Managing Finance
Unit 8.4 – Interpersonal Relationships
Unit 8.5 – Managing Networks
Unit 8.6 – Food Laws
Unit 8.7 – Self-Assessment
Unit 8.8 – Motivation
Unit 8.9 – Business Plan
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Key Learning Outcomes
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.

Describe the concept of entrepreneurship;
State the benefits of entrepreneurship;
Explore opportunities in the field of business;
Identify the right opportunity in the food processing sector;
State the different types of communication;
Identify the barriers of communication;
State the importance of clear communication;
Differentiate between effective and ineffective communication;
State the functions of banking;
Apply the concept of accounting to make business decisions;
Apply the concept of cost management to make business decisions;
Describe the role of communication and behaviour in a business relationship;
State the importance of interpersonal skills to maintain good relationships at the workplace;
Explain the concept of networking;
Demonstrate the steps involved to create business networks;
State the benefits of networking in business;
State the need for food laws;
State the important food laws;
Conduct a self – assessment to identify strengths and weaknesses;
Practice goal setting and plan activities to achieve the same;
Identify ways to motivate yourself;
Differentiate between internal and external motivation to sustain a business;
Explain the purpose and importance of business plan;
Describe the components of a business plan;
Create a business plan;
State the features of a bankable projects;
Identify the various types of risks and challenges in setting up a business;
Explore the possibilities of using technology effectively in the business setup;
State the process of setting up a business.
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UNIT 8.1: Concept of Entrepreneurship and Business Opportunities
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.

Describe the concept of entrepreneurship;
State the benefits of entrepreneurship;
Explore opportunities in the field of business;
Identify the right opportunity in the food processing sector.

8.1.1 Concept of Entrepreneurship
Entrepreneurship is doing something new. A person who starts a truck service in an area where there
are no trucks, a man who develops salt pans where they do not exist, an inventor who invents a
new product are all entrepreneurs. They are doing something new. Entrepreneurship is different from
running a business. A man, who runs a textile factory inherited from his father, is a businessman. He is
hardly an entrepreneur.
Usually, entrepreneurship has a profit motive behind it. When there is no profit motive, and it is done
for the good of the community, it becomes Social Entrepreneurship. A man who starts a free school in
an area where there is low literacy may not expect any returns or profit from the school. He is doing it
with a motive of benefiting his village or community. He is a Social Entrepreneur.
Who is an Entrepreneur?
An entrepreneur is one who creates a new business in the face of risk and uncertainty for achieving profit
and growth opportunities and assembles the necessary resources to capitalize on those opportunities.
Traits of an Entrepreneur
• Desire for responsibility
• Preference for moderate risk
• Confidence in their ability to succeed
• Desire for immediate feedback
• High level of energy
• Future orientation (serial entrepreneurs)
• Skill in organization
• Value of achievement over money
• High degree of commitment
• Willingness to accept risk, work hard and take action
• Flexibility
The Benefits of Entrepreneurship
The primary benefits entrepreneurs enjoy include the opportunity to:
•
•
•
•
•

Create your own destiny
Create a new product or service
Make a difference to the society
Generate impressive profits
Do what you enjoy and have fun at it!
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8.1.2 Exploring Opportunities
Opportunity is defined as an uncertainty that could have a positive effect on a business leading to
benefits or rewards. An opportunity if not availed at an appropriate time may become a threat in the
long run as it may be harnessed later by the competition. At a time, several opportunities may coexist
in the market and a marketer may have to prioritize and identify the right opportunities that he can
serve. Focusing on the right opportunities brings a strategic advantage into the business while inability
to do so makes the business vulnerable to competitive forces.
Opportunities and threats refer to external factors that can affect the future of business over which it has
no control. Opportunities are observed trends/possible trends in the environment, which are attractive
to the firm. Threats are observed/possible trends in the environment that could be detrimental to the
firm. Failure to identify opportunities and threats could lead to a position of stagnation.
Assessing opportunity means finding out how big a particular opportunity is. If a rural entrepreneur
decides to start a bicycle repair shop, before making any investments, he should have a good idea as
to how much money he can make from it. He should also be aware of the capital investments that he
would have to make.
Assessing opportunity means finding out the demand for bicycle repair. In order to do that, he first has
to estimate the number of bicycles, the frequency of them going in for repairs, the different types of
repairs possible and the prices he can charge.
Opportunity Analysis in Steps
•
•

•

•
•

The first and foremost step in opportunity analysis is to prioritize the available opportunities on
the basis of their gross market potential.
The business may select the most promising opportunity by estimating the available market upon
excluding the already served market. The served market is usually captured by direct or indirect
competition.
The business then defines the value it can provide to the customers within the available market.
On the basis of the value proposition it wants to offer, the business defines the market segment
to be served.
The size of the market segment needs to be estimated to understand the actual potential of the
business proposition.
The next step is of targeting the identified market segment with appropriate marketing mix and
market strategy. It involves decisions like product and service features, pricing, promotion and
distribution channel.
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Identifying the Right Opportunity
1

2

3

4

5

Market Potential Determination after
accounting for competition
Available Market/ Segments
Understanding Customer needs and
its hierarchy
Defining Value and Value
Proposition
Selecting right basis for segmenting
the market
Segment Definition and size
estimation

Targeting the segment
1.

2.

Market Mix
a. Designing the offer (Product/ Service Features, Pricing)
b. Delivering the offer (Place and Promotion)
Market Orientation
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UNIT 8.2: Communication Skills
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.

State the different types of communication;
Identify the barriers of communication;
State the importance of clear communication;
Differentiate between effective and ineffective communication.

8.2.1 What is Communication?
Communication is being able to clearly state one’s thoughts or message to another person.
Communication is the process by which people exchange information and feelings through verbal and
non-verbal messages. The act of communication requires skills such as speaking, listening, observing,
questioning, processing, analyzing and evaluating.
Communication consists of two aspects, verbal and non-verbal.
Verbal communication includes all the spoken elements. Verbal communication is:
• the use of sounds and language to convey a message.
• it helps us express our desires, ideas and concepts through words.
Non verbal communication includes body language, gestures, facial expressions, eye contact, etc.,
which also become a part of the communicating process; as well as the written and typed modes of
communications.
Communication is successful only when both the sender and the receiver understand the same
information as a result of the communication. If there is clarity in communication, that means the goal
of communication will be achieved.
Do’s and Don’ts of Communication
Do’s

Don’ts

Smile

Avoid having an unkind expression

Keep your arms open - Shows positive body
language

Do not keep hands on hip – Shows aggressive
body language

Be friendly in tone of voice even while teasing
your friends

Do not use challenging tone of voice

Welcome juniors

Do not show lack of courtesy in choice of words
used

Speak slowly and clearly

Do not be nervous or speak fast

Be respectful in your choice of words

Do not use rude words

Be genuine

Do not use over-polite language; it seems
affected
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UNIT 8.3: Banking and Managing Finance
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

State the functions of banking;
Apply the concept of accounting to make business decisions;
Apply the concept of cost management to make business decisions.

8.3.1 Basics of Accounts
Accounting revolves around three key concepts – EQUITY, ASSETS and LIABILITIES.
• Equity is what the owner in a business has final claim to.
• Assets are things of value. It could be cows, furniture, house, cash, bank deposit, etc.
• Liabilities are what the owner owns to others.
Assume that the owner owns furniture of Rs 2,000 and he has Rs.500 cash in his pocket. He also has a
bank balance of Rs.1,200. Also assume that he owes a friend Rs.700 and Rs.200 to the grocer.
In this scenario, his assets are furniture, cash and bank balance. His assets are worth Rs.3,700 and his
total liabilities are Rs.900.
Assets

Liabilities

Amount (`)

Furniture
Cash

Amount (`)

2000.00

Payable to a friend

700.00

500.00

Payable to grocer

200.00

Bank Balance

1200.00

Total

3700.00

Total

3700.00

Of the total assets Rs.3,700, he has to pay Rs.900 to others. So how much of his assets does he have
a claim to?
He has a claim to 3,700 – 900 = Rs.2,800.
That is his equity. Equity means ‘having a claim to’. It represents final ownership.

8.3.2 Fundamental Equation of Accounts
• ASSETS = EQUITY + LIABILITIES
This is known as the fundamental equation of accounting.

8.3.3 Transactions
A transaction is an economic exchange. Buying and selling are transactions. Getting a loan, giving a
loan, repaying a loan, paying salaries, paying electricity bills are all transactions.
A transaction often changes the values of assets, equity and liabilities. The accounting equation
however remains unchanged.
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8.3.4 Business Entity Concept
When we write books of account, we do not consider personal expenses. We treat the business
separate from the person. In other words, we treat the business as a separate person for the accounting
purposes. Personal expenditures are not mixed with business expenditures. Accountants call this as a
business entity. Business entity concept means that the business is a separate entity (i.e. person) from
the owner for accounting purposes. Usually, when someone starts a business, he opens a separate
bank account for the business. He also keeps business cash separately from his personal cash.

8.3.5 Assets
Assets are things that have monetary value that can be measured and can be expressed in terms of
money e.g. cash, investments, amounts receivable from others, inventory (ie stock of goods in hand),
land, buildings, equipment, and vehicles.

8.3.6 Liabilities
Liabilities refer to the obligations of the owner. They are moneys the owner has to pay in future. They
refer to the amounts owed to lenders, suppliers, amounts received in advance for a future sale or for
a future service to be performed.
Examples of liabilities

Description

Loan from bank

Amount owed to lenders

Amount payable to suppliers of raw material
who have given credit

Amounts owed to suppliers

Advance received from customers, outstanding
expenses i.e. expenses incurred but not paid off

Salaries pending to employees

8.3.7 Income, Expenses and Profits
Income refers to all sales of goods or services. As an example, consider a businessperson who sells
saris. If he buys a sari for Rs.300 and sells it for Rs.400, then the sale of Rs.400 is his income. Note the
income refers to the sales and not to the moneys earned. In this example, Rs.300 is the expense and
profit is Rs.100.
•
•

Income increases Equity
Expense decreases Equity

8.3.8 Sale and Purchase of Goods on Credit
A Sale is considered an income whether goods are sold on credit or for cash. When it is sold for cash,
cash assets increases. When it is sold on credit, receivables, another asset increases. In both cases, it
is considered an income.
Similarly, expenses are recognized whether cash is paid out or not. When cash is paid out, cash, asset
decreases. When cash is not yet paid, payables, a liability increases. In both cases, it is considered as
an expense.
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8.3.9 Expenses v/s Expenditure
Just because it is an expense it does not mean that cash is paid out. Similarly, just because cash is paid
out does not make it an expense. When a business purchases goods or services, it is expenditure.
Expenditure necessarily involves a cash payout. But it may not be an expense.

8.3.10 Profits
PROFIT = INCOME – EXPENSE
Income increases equity and Expenses decrease equity. The net increase in equity from business is the
profit.

8.3.11 Financial Statements
Financial statements summarise the accounts of the business. They are the result of the collection,
tabulation and summation of accounting data. The two main financial statements are:
• Balance Sheet
• Profit and Loss Statement
Balance Sheet
It is a statement showing financial condition (position) of a business at a point in time. It is the summary
of all assets one side and ‘liabilities and equity’ on the other side. Both sides of the balance sheet
should always match.
A TYPICAL BALANCE SHEET
As on Mar 31, YYYY
Liabilities and Capital
Capital

Amount
(`)
10000.00

Assets

Amount
(`)

Land & Buildings

5000.00

Retained Earnings

5575.00

Furniture

3000.00

Bank Loans

1500.00

Vehicles (Motor Car/ Scooter/ Cycle)

2000.00

Creditors

1000.00

Security Deposits Paid

1500.00

Bank Balance

2000.00

Receivables

3000.00

Advance Received from customers

425.00

Outstanding Expenses
- Rent Due but not Paid

750.00

- Salary Outstanding

250.00

Prepaid Expenses
- Prepaid Insurance

500.00

Income Received in Advance
- Commission received in advance

500.00

Cash in hand

20000.00

3000.00
20000.00
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8.3.12 Profit and Loss Statement
This statement shows the results of business for the period. It summarizes the income and expense for
the period. The result of the account is either the profit or loss for the period.
A TYPICAL PROFIT AND LOSS ACCOUNT
As on Mar 31, YYYY
Expenses
To Cost of Goods Sold

Amount
(`)

Income

10000.00

Direct Expenses

By Sales

18000.00

Direct Incomes

- Carriage Inward

1800.00

- Discount Received on Purchase

- Commission on purchase

1200.00

-

Gross Profit / (Loss)

Amount
(`)

1000.00

7000.00
20000.00

20000.00
Gross Profit/ (Loss)

7000.00

Indirect Expenses:
- Rent

500.00

- Salaries

400.00

Indirect Incomes

- Electricity

450.00

- Sale of Old Newspaper

500.00

- Insurance

150.00

- Commission Received

300.00

- Bank charges

100.00

- Rent received on sublet

200.00

- Conveyance

250.00

- Postage

125.00

- Telephone

200.00

Loss on sale of assets

250.00

Net Profit/ (Loss)

5575.00
8000.00
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8.3.13 What is Cost?
In simple terms, cost the amount spent in getting something.
Let us consider an example of a maker of shirts.
Cost of materials and services to make a shirt:
• cloth Rs.150
• buttons and others Rs.5
• tailoring charges Rs.50
then the cost of the shirt is Rs.205.
The shirt could be sold for Rs.400. The cost is still remains Rs.205.
Rs.400 is called the ‘Selling Price’ or ‘Price’. It has nothing to do with cost.
Selling price is decided by the maker of the shirt. Cost is determined by the amount of money it takes
to make the shirt.
Direct Costs and Indirect Costs
•

Direct costs can be directly traced to a product or a department, and hence can be charged directly
to the product. For example, direct material cost, direct labour costs, etc.
• Indirect costs are common cost across departments. They cannot be allocated to a product or
department but is apportioned on a suitable basis among the departments.
Variable Cost and Fixed Cost
•

Variable Cost is the cost that tends to vary proportionately with the level of activity within the
relevant range and within a given period. For example, clothes required for manufacturing a shirt
varies directly with the number of shirts that are manufactured and hence the cost of clothes is
variable. The cost is constant per unit.
• Fixed Costs remain constant in total regardless of changes in volume up to a certain level of output.
They are not affected by changes in the volume of production. For example, rent of the office, etc.
Sunk Cost and Relevant Cost
•

Sunk Costs are those for which the expenditure has taken place in the past. This cost is not affected
by current and future decisions.
• Relevant Costs are the costs that are appropriate and that affect the decision in hand.
• In any decision-making situation, such as make or buy, buy or lease, etc. only the relevant cost are
taken into consideration while evaluating the various options.
Break Even Analysis
Break-even analysis is a technique where total variable and fixed costs are compared with sales revenue
in order to determine the level of sales volume, sales value or production at which the business makes
neither a profit nor a loss (the "break-even point"). It also helps us determine the sales quantity, which
will enable us to make a make a certain amount of profit.
Summary
1.
2.
3.
4.
5.

All costs can be classified under the two heads – Variable cost and Fixed Cost
Variable cost per unit is constant, no matter what the level of output is. Total variable cost varies
proportionately with level of output.
Total fixed cost is constant for all levels of production. It does not vary with actual number of units
produced.
Selling price per unit is constant.
Variable cost, fixed cost, selling price can be determined in advance.
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UNIT 8.4: Interpersonal Relationships
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Describe the role of communication and behaviour in a business relationship;
State the importance of interpersonal skills to maintain good relationships at the workplace.

8.4.1 What are Interpersonal Skills?
The ability to develop fruitful relationships with others is called interpersonal skills. You would be
working with other members in the team at your workplace. Therefore knowing how to develop healthy
working relationships with people at the workplace will contribute significantly to your success. Most
importantly, building a rapport with the customer, earning his trust, providing him excellent customer
service depends largely on having excellent interpersonal skills.
How Can You Develop Good Interpersonal Skills ?
Effective communication plays a key role in developing good interpersonal skills.
•

•

•

Non verbal communication which result in achieving positive interpersonal skills are:
 smile and eye contact
 use of correct postures and gestures
 touch.
Listening is an activity of paying attention to and trying to get meaning from something we hear.
 It patiently conveys that “you care”
 It enables you to understand other people’s viewpoints and empathize with their situation.
Verbal communication which result in achieving positive interpersonal skills are:
 voice
 intensity
 sounds
 giving criticism in a positive manner.
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UNIT 8.5: Managing Networks
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.

Explain the concept of networking;
Demonstrate the steps involved to create business networks;
State the benefits of networking in business.

8.5.1 What is a Network?
A Network is “An extended group of people with similar interests or concerns who interact and remain
in an informal contact for mutual assistance or support” (The American Heritage Dictionary, 2000)
In India, social networks are present almost everywhere. To begin with, the multiple systems of
belongingness are a basis for starting a relationship or a network. Many of us recall the question when
we enter a new system, “Where are you from? What is your native place?”
Family, school, neighborhood are some of the basis for relationships. In addition, we may be customers
to some and suppliers to others.
Why Network?
In India, networks come alive in social events, or when there is a crisis. Flood, fire or earthquakes are
prime examples when a large part of the society gets into action and contributes however they can. At
a micro level many of us recall experiencing a sense of social warmth when we are affected by a major
sickness or death of a family member and a large member of people turn up.
Networks can also be purposive i.e. focused on a specific purpose. However, many networks, apart
from the main purpose, simultaneously provide opportunities for building strong relationships; provide
access to information and mobilize available knowledge wisdom for learning. Some of the objectives/
purposes of a network include:
• Brokering (Mediating)
• Building a common perspective
• Implementing Large Scale Changes
Roles Played in the Network
As seen earlier, relationships have three elements: understanding, trust and tolerance. Those
relationships having more of these elements are stronger (e.g. networking in the family). A group of
co-travelers in the train have relationships that have less of these elements and thus the relationships
are weaker.
Depending on the relationship as well as the situational context, individuals in the network perform
various roles as follows:
•
•
•
•
•

Advisor
Informer/Grapevine
Merchant
Inspiration
Expert
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Key benefit of Networking

Making friends

Partcipation in social
events

Finding new business

Key Benefits of
Networking

Maintaining existing
business

Becoming informed

Tapping into external
resources

Becoming known

Fig. 8.5.1. Key benefits of networking
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UNIT 8.6: Food Laws
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

State the need for food laws;
State the important food laws.

8.6.1 Need for Food Laws
•
•
•

To meet a country’s sanitary requirements, food must comply with the local laws and regulations
to gain market access.
These laws ensure the safety and suitability of food for consumers.
The Indian Parliament has recently passed the Food Safety and Standards Act, 2006 that overrides
all other food related laws, such as:
 Prevention of Food Adulteration Act, 1954
 Fruit Products Order,1955
 Meat Food Products Order ,1973;
 Vegetable Oil Products (Control) Order, 1947
 Edible Oils Packaging (Regulation) Order 1988
 Solvent Extracted Oil, De- Oiled Meal and Edible Flour (Control) Order, 1967,
 Milk and Milk Products Order, 1992 etc are repealed after commencement of FSS Act, 2006.

8.6.2 Food Safety and Standards Authority of India (FSSAI)
The Food Safety and Standards Authority of India (FSSAI) has been established under Food Safety
and Standards Act, 2006 which consolidates various acts and orders that have hitherto handled food
related issues in various Ministries and Departments.
FSSAI has been created for laying down science based standards for articles of food and to regulate
their manufacture, storage, distribution, sale and import to ensure availability of safe and wholesome
food for human consumption.

8.6.3 Functions Performed by FSSAI
Framing of Regulations to lay down the standards and guidelines in relation to articles of food and
specifying appropriate system of enforcing various standards.

8.6.4 Bureau of Indian Standards (BIS)
The Bureau of Indian Standards (BIS), the National Standards Body of India, resolves to be the leader
in all matters concerning Standardization, Certification and Quality
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8.6.5 AGMARK
Standards are being harmonized with international standards keeping in view the WTO requirements.
Certification of agricultural commodities is carried out for the benefit of producer/manufacturer and
consumer.
Products available under AGMARK are as follows:
•
•
•
•
•

Pulses
Whole spices & ground spices
Vegetable oils
Wheat Products
Milk products.

8.6.6 Fruit Product Order (FPO), 1955
The main objective is to lay down quality standards to manufacture fruit & vegetable products
maintaining sanitary and hygienic conditions in the premises.

8.6.7 Meat Food Products Order (MFPO)
The main objective is to regulate production and sale of meat food products through licensing of
manufacturers, enforce sanitary and hygienic conditions prescribed for production of wholesome
meat food products, exercise strict quality control at all stages of production of meat food products,
fish products including chilled poultry etc.

8.6.8 Milk and Milk Product order (MMPO)
The objective of the order is to maintain and increase the supply of liquid milk of desired quality in
the interest of the general public and also for regulating the production, processing and distribution of
milk and milk products.

8.6.9 Prevention of Food Adulteration Act, 1954
The Act was promulgated by Parliament in 1954 to make provision for the prevention of adulteration
of food. Broadly, the PFA Act covers food standards, general procedures for sampling, analysis of food,
powers of authorized officers, nature of penalties and other parameters related to food.
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UNIT 8.7: Self-Assessment
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Conduct a self – assessment to identify strengths and weaknesses;
Practice goal setting and plan activities to achieve the same.

Exercise
Activity 1: Identify your strengths and weakness.

Activity 2: Set your goals and create a plan to achieve the goals.
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UNIT 8.8: Motivation
Unit Objectives
At the end of this unit, you will be able to:
1.
2.

Identify ways to motivate yourself;
Differentiate between internal and external motivation to sustain a business.

8.8.1 Motivation
Motivation is necessary to achieve anything. Motivation is what pushes people to act and it is an
important ingredient for success in life. Most of us have goals, but the difference between those who
actually go out and achieve their goals and those who don’t is in people’s level of motivation. While
motivation can be artificially created by external factors such as facing negative consequences for not
doing something, the most powerful motivation comes from within.
Types of Motivation
External

Internal

•

driven by desire

•

true passion to fulfil a dream

•

to gain reward or avoid negative
consequences

•

less dependent on reward or negative
consequences

•

to achieve short-term goals

•

to achieve long-term goals

Set Goals

Stay Focussed

Start Now

Surround Yourself
with Positive
Messages

Ways to Get
Motivated

Be Persistent

Identify Your
Strengths &
Weakness

Enjoy the Journey

Fig. 8.8.1. Ways to get motivated
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Valuing Self
1. List three things you really do well.		
			
			
2. List three things you do fairly well.		
			
			
3. List three things you would like to be able to do.		
			
			
4.

List of three things you like about yourself in each of these categories:		
Appearance
Personality
Abilities
Which of these listed do you value the most and why?

		
5.

If you could be an animal for a day, which animal would you choose to be and why? Draw the
animal.		
			
			
6.

Choose one of your friends. Write a description of the ways in which your friend is special to you.
Show your friend what you have written. Ask your friend to write comments about what you have
written.		
			
			
7.

Complete these sentences:		
I feel angry when…..

		
I feel jealous when…..
		
I feel disappointed when…..
		
I am happiest when…..
		
I am proud of myself when…..
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UNIT 8.9: Business Plan
Unit Objectives
At the end of this unit, you will be able to:
1.
2.
3.
4.
5.
6.
7.

Explain the purpose and importance of business plan;
Describe the components of a business plan;
Create a business plan;
State the features of a bankable projects;
Identify the various types of risks and challenges in setting up a business;
Explore the possibilities of using technology effectively in the business setup;
State the process of setting up a business.

8.9.1 Business Plan
A business plan is a document that contains the objectives, scope and direction for your business. It
aids in determining the feasibility of your business ideas and raise capital. It is a road map for your
business operations.
The purpose of writing a business plan is to detail:
•
•

what you seek to achieve;
how you intend to take to achieve it.
Raise Capital
The Importance of
Business Plan

Provide Road Map
Prevent Omissions

There is no rigid formula existing for writing business plans. Every new business may be unique to the
business situation or idea. Even so, there are some general guidelines to be followed while preparing
a business plan.
A business plan is a detailed project report that becomes a base document for planning and
implementing. It serves as collateral with future cash flow and profitability, to be acceptable to raise
the necessary funds (bankable project).
After the preparation of a business plan, it is advisable to get expert advice of the concerned areas of
operations and modify it accordingly.

8.9.2 Components of a Business plan
The major sections of a business plan include the detail of the business idea, the formation of type
of company/ business, products or services, manufacturing and operations plan, marketing plan, the
team, critical risks and assumptions, benefits to the community, exit strategy, financial plan (sources
and uses of funds), possible contingencies that you should anticipate etc.
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8.9.3 Understanding the Risks of Small Business
The decision to start your own business should be made with a full understanding of the risks involved.
You should be able to anticipate problems and reduce the possibility of loss, and increase your chances
of success.
The prospect of failure should serve as a warning to you. You need a vision, resources, and a plan to
take advantage of the opportunity that exists.
Failing to understand the
commitment and hardwork
Mistakes Leading to
Business Failure

Not hiring the right resources
Inaccurate estimates of cash
flow and capital requirements

Business risk can be classified into risk of damage to assets and risk of personal lives. Damage to assets
like plant and machines can be avoided by way insuring the assets, which also includes cash (loss due
to theft etc). Personal insurance for own life is covered by life insurance periodical premium payments.

8.9.4 Form of Business
The entrepreneurs may decide to set up the business on its own or may decide to start jointly with
others. The various factors that one needs to consider while deciding on form of organization are funds
required, risk associated with the projects, length of the project, etc. In case of partnership, there
is an added requirement on deciding the terms of the agreement, capital ratio, profit sharing, legal
documentation, etc.

8.9.5 Sources of funds
The entrepreneur should calculate the total funds required under the following heads:
•
•

Fixed Capital Requirement: the funds required to acquire fixed assets for the business. These can
be owner’s capital investment or long-term loans.
Working Capital Requirement: the minimum funds required to effectively cover the costs and
expenses necessary to operate the business.

8.9.6 Cash Flow Statement
A cash flow statement shows how money enters and exits your business. It is a financial document that
shows the amount of money a business has on hand at the beginning of a time period, receipts coming
into the business, and money going out of the business during the same period.

8.9.7 Evaluation of Profitability
Profitability should not be measured in terms of absolute profit amount. Rather, profitability means
the returns as a percentage of capital invested in the business.

157

Participant Handbook

8.9.8 Process of Setting up the Business
Now, we come to the actual process of setting up the business. Given below is a simple ten-step
process to follow:
Write a Business
Plan

Get Business
Assitance & Training

Choose a Business
Location

Finance your
Business

Register for State &
Local Taxes

Get a PAN

Register a Business
Name

Determine the Legal
Structure of Your
Business

Obtain Business
Licenses and
Permits

Understand
Employer
Responsibilites

Exercise
You should ask these twenty questions to yourself before considering entrepreneurship. Read the clue
given in brackets for possible answers.
(Source: 20 Questions Before Starting. (n.d.). Retrieved May 1, 2015, from https://www.sba.gov/
content/20-questions-before-starting-business)
1.

Why am I starting a business?
(is it to make a lot of money, to fulfil a need in the market, to compete with the existing market,
to introduce an innovation)

2.

What kind of business do I want?
(think about the type of activity you will be engaged in, where you will operate from - homebased, online, small office/ setup etc.)

3.

Who is my ideal customer?
(think about the demographic you wish to serve – age group, socio-economic class, their
characteristics etc.)

4.

What products or services will my business provide?
(think about what will you offer as products/ services and in what form)
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5.

Am I prepared to spend the time and money needed to get my business started?
(you will be working for longer hours every day and may be even weekends too. Also need to have
a enough savings or at least an assured sum to establish your business)

6.

What differentiates my business idea, and the products or services I will provide, from others in
the market?
(this is to see if you are offering something new or better than what already exists in the market,
what is it that makes your product stand out, something unique or valuable to offer that will sell)

7.

Where will my business be located?
(will you operate out of home, buy a place, or rent one, if your business requires you to be visible
and easily reachable)

8.

How many employees/ workers will I need?
(you need to know exactly how many people you need to get the work done, and whether you
have adequate funds to pay them, you may outsource some work)

9.

What types of suppliers do I need?
(suppliers are those who provide raw material for creating your product, or to resell your finished
product)

10. How much money do I need to get started?
(the money required to set up the business and begin work)

11. Will I need to get a loan?
(how will you organise the funds to start the business, will you apply for a loan, approach funders,
tap into your own resources)

12. How long will it take before my products or services are available?
(the time you will need to be ready to launch your product or service, you need to set tentative
deadlines)

13. How long do I have until I start making a profit?
(you need to have some idea of how long it will be before you can break even and make a profit)
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14. Who is my competition?
(you need to know who your competitors, you should also be certain of the strengths of your
product or service)

15. How will I price my product compared to my competition?
(this will depend on your target audience and how you choose to place your product in the market)

16. How will I set up the legal structure of my business?
(sole proprietorship, partnership, franchisee, do you need any license or certification to start, have
you collected the information regarding this, how long it takes to get the legalities done etc.)

17. What taxes do I need to pay?
(sales tax, service tax, professional tax - you need to be aware of which taxes apply to you)

18. What kind of insurance do I need?
(you may need to insure the premises or the machinery you have invested in)

19. How will I manage my business?
(this refers to the people and processes you will need to run your business effectively)

20. How will I advertise my business?
(will you use print, online channels, local cable TV operators, friends etc. for promoting your
business)

Notes
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