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ABSTRACT 
The food industry links primary production with processing, distribution, retail, 
and food services, but sectoral growth does not automatically produce broad-
based welfare gains. This study develops an integrative narrative synthesis of 
how food-industry development can contribute to economic growth and 
community welfare, with Indonesia used as the principal policy context. The 
analysis draws on peer-reviewed literature and official statistical and industry 
sources and applies thematic content analysis to five pathways: value addition, 
employment and livelihoods, micro, small, and medium enterprise (MSME) 
development, food security and safety, and innovation and standardization. 
Official data show that Indonesia’s economy grew by 5.03% in 2024, while the 
food and beverage industry accounted for 38.4% of non-oil and gas 
manufacturing GDP in the second quarter of 2024; food and beverage service 
activities also comprised 5.28 million businesses in 2024. The synthesis indicates 
that the food industry can create value, jobs, market opportunities, and more 
stable access to processed foods, but welfare effects depend on how value and 
risk are distributed along supply chains. Finance, standards, logistics, digital 
capability, food safety, and environmental performance operate as enabling 
conditions. The study concludes that food-industry policy should evaluate not 
only output growth, but also job quality, producer participation, affordability, 
consumer protection, resilience, and environmental sustainability. 

 
IMPACT STATEMENT 
The review clarifies why a growing food industry can support welfare without 
assuming that economic expansion is automatically inclusive. It organizes the 
evidence into five practical pathways and identifies the conditions that 
determine whether gains reach producers, workers, MSMEs, and consumers. For 
Indonesia, the framework can guide policy coordination across industrial 
development, food safety, MSME upgrading, logistics, financing, and 
sustainability. It also provides a transparent basis for evaluating food-industry 
strategies using welfare-oriented indicators rather than production or GDP 
contribution alone. 
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1. Introduction 
Food processing is not an isolated manufacturing activity. It converts agricultural, livestock, and fishery 
outputs into products with different levels of preservation, convenience, safety, quality, and market value, 
while connecting producers to distributors, retailers, food-service firms, and consumers. Michel et al. [1] 
show that the benefits and trade-offs of processing are best understood within food systems and value 
chains rather than only at the factory level. Food-systems thinking likewise emphasizes interactions 
among production, markets, institutions, consumption, and environmental outcomes [2]. This wider 
perspective is important because innovations that improve productivity or efficiency can generate 
simultaneous effects on nutrition, livelihoods, resource use, and several Sustainable Development Goals 
[3]. 

The development question is therefore not simply whether the food industry grows, but how the 
gains and risks created by that growth are distributed. Food-system transformation requires the joint 
pursuit of efficient production, affordable nutrition, inclusive livelihoods, and environmental sustainability 
[4]. In this sense, community welfare refers here to the capacity of food-industry development to support 
income and employment opportunities, participation of small producers and enterprises, access to safe 
and affordable food, and protection from avoidable social and environmental costs. This definition 
deliberately separates sectoral expansion from welfare improvement: the former may be a necessary 
economic condition, but the latter depends on the institutions and value-chain arrangements through 
which benefits are transmitted. 

Indonesia provides a relevant setting for examining this relationship. BPS-Statistics Indonesia 
reported that the national economy grew by 5.03% in 2024 and that GDP at current market prices reached 
IDR 22,139.0 trillion [5]. Within manufacturing, the Ministry of Industry reported that the food and 
beverage industry represented 38.4% of non-oil and gas manufacturing GDP in the second quarter of 
2024 [6]. The scale of downstream activity is also substantial: BPS reported 5.28 million food and beverage 
service businesses in 2024 [7]. These indicators establish economic significance, but they do not by 
themselves show whether growth improves job quality, producer bargaining positions, consumer access, 
or the resilience of local food systems. 

Existing research provides strong evidence on individual parts of this problem. Inclusive agribusiness 
scholarship examines how commercial models can integrate smallholders and local actors [8], while 
market-linkage research identifies infrastructure, information, finance, standards, and transaction costs 
as barriers between producers and higher-value markets [9]. Work on agrifood value-chain 
transformation in developing countries further shows that sustainability depends on changes at 
smallholder, chain, and institutional levels [10]. Food-system monitoring research also cautions that 
transformation should be assessed through multiple outcomes rather than a single production or income 
indicator [11]. Yet these literatures are often discussed separately, making it difficult to see how industrial 
value addition, employment, MSME upgrading, food security, and innovation jointly connect sectoral 
growth to welfare. 

This study addresses that problem through an integrative narrative review. Its objective is to 
synthesize the mechanisms through which the food industry can support economic growth and 
community welfare and to identify the conditions under which those mechanisms are likely to be inclusive 
and sustainable. The article organizes the evidence into five interconnected pathways: (1) value addition 
and structural transformation; (2) employment and livelihoods; (3) MSME development and market 
inclusion; (4) food security, safety, and affordability; and (5) innovation, standardization, and 
sustainability. The contribution is conceptual rather than causal: it offers a framework for interpreting the 
food industry as a system of economic and welfare relationships and for designing policy indicators that 
go beyond aggregate output growth. 

2. Literature Review and Analytical Framework 
2.1. Food systems, value chains, and resilience 
Food-industry performance is shaped by the ability of supply chains to coordinate material, information, 
financial, and quality flows. Recent reviews show that food supply systems can absorb shocks through 
combinations of redundancy, flexibility, coordination, and adaptation, but vulnerabilities remain when 
logistics, labor, inputs, or market channels are concentrated [12]. Short food supply chains can strengthen 
proximity and responsiveness in some settings, although their sustainability benefits depend on context 
rather than chain length alone [13]. These findings imply that value creation should be considered 
together with resilience: processing capacity is economically useful only when raw materials can reach 
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processors, products can reach markets, and disruptions do not shift disproportionate losses onto weaker 
actors. 

2.2. Employment, livelihoods, and distribution of value 
Agrifood value chains are major sources of employment, and structural transformation changes where 
jobs and compensation are located along those chains. Cross-country evidence shows that employment 
and compensation can shift from primary agriculture toward processing, logistics, trade, and food 
services as economies transform [14]. A recent review also finds that agrifood innovations and policies 
can generate employment, but the number and quality of jobs depend on the type of innovation, local 
labor markets, and complementary policies [15]. Labor-focused reviews emphasize wages, working 
conditions, gender inclusion, skills, and governance as central dimensions of value-chain sustainability 
[16], while evidence from developing countries identifies informality, low productivity, skills gaps, and 
vulnerability as persistent employment challenges [17]. 

The distributional dimension is equally important. Research on labor in agrifood value chains shows 
that value-chain participation can improve market access and incomes while still reproducing unequal 
labor conditions or access to productive resources [18]. At the macro level, participation in global agrifood 
value chains can be associated with changes in structural transformation and income inequality, 
indicating that integration is not distributionally neutral [19]. Value-chain studies at the commodity level 
similarly document unequal income distribution among actors and gendered differences in access to 
resources and returns [20]. These studies support a core proposition of this review: job creation and value 
addition contribute to welfare only when the institutional organization of the chain allows workers and 
smaller producers to capture a meaningful share of the gains. 

2.3. Food security, safety, and consumer welfare 
Processing contributes to food security by extending shelf life, reducing some postharvest losses, 
improving convenience, and enabling fortification or other quality improvements. Augustin et al. [21] 
describe processing as an important component of food and nutrition security, while technology-oriented 
reviews identify opportunities to improve preservation, packaging, detection, and postharvest 
management [22]. At the same time, the sustainability implications of processing depend on energy use, 
formulation, packaging, dietary quality, and the degree of processing, which requires multidisciplinary 
assessment rather than a simple processed-versus-unprocessed distinction [23]. Evidence from Sumatera 
also connects food availability, access, and utilization with household welfare, illustrating the close 
relationship between food security and broader social outcomes [24]. 

Food safety is a further welfare channel because unsafe food imposes health and economic costs that 
are not captured by output measures. Research on value-chain coordination shows that cooperatives, 
standards, vertical coordination, and enforcement capacity can help address food-safety failures, 
particularly where public institutions face resource constraints [25]. Product innovation can also support 
healthier and more sustainable food systems when entrepreneurship, research, education, and market 
incentives are aligned [26]. Consequently, an industry that expands access while compromising safety or 
nutritional quality cannot be considered welfare-enhancing on economic growth alone. 

2.4. MSMEs, digitalization, and sustainable upgrading 
MSMEs occupy a critical position in food economies because they connect local raw materials, 
entrepreneurial activity, local employment, and consumer markets. Digital tools can improve information 
sharing, decision support, inventory visibility, and market coordination in agrifood SMEs [27]. Emerging 
applications such as digital twins can provide real-time visibility and support contingency planning, 
although adoption requires data, infrastructure, skills, and integration across organizations [28]. 
Blockchain-based approaches have also been proposed to strengthen traceability and trust in developing-
country agrifood chains, but their usefulness depends on governance and stakeholder participation 
rather than technology alone [29]. 

In Indonesia, halal-food development illustrates how industry growth can depend on certification, 
supply-chain coordination, finance, and institutional capability. System-dynamics research on the 
Indonesian halal food industry identifies interacting performance drivers rather than a single policy lever 
[30]. Studies of Islamic finance and halal-food MSMEs similarly suggest that financing arrangements can 
matter for enterprise performance [31], while earlier Indonesian SME research documents the need for 
financing schemes that fit the characteristics and constraints of smaller firms [32]. Rural agri-food 
research in Indonesia further highlights MSMEs as sources of local employment and resilience during 
economic shocks [33]. 
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3. Methods 
3.1. Research design 
This study used an integrative narrative review with qualitative thematic synthesis. The design was 
selected because the research question concerns relationships among several literatures-economic 
development, agrifood value chains, employment, MSMEs, food security, food safety, and sustainability-
rather than the pooled effect of a single intervention. The review combines peer-reviewed research with 
official Indonesian statistics and industry information. Because the source study did not document a 
database-specific systematic search strategy, duplicate-removal procedure, or PRISMA screening flow, the 
article is not presented as a systematic review. This distinction avoids implying a level of search 
exhaustiveness that is not supported by the available research record. 

3.2. Evidence base and source selection 
Sources were selected purposively for direct relevance to the food industry and at least one of the five 
analytical pathways. Priority was given to peer-reviewed journal articles with verifiable DOI records, 
recent reviews and empirical studies, and literature addressing developing-country or Indonesian 
contexts. Foundational older studies were retained when they addressed food processing, food security, 
or SME finance and remained directly relevant. Official BPS and Ministry of Industry sources were used for 
national economic and industry indicators because those claims require primary institutional statistics 
rather than secondary commentary. Sources that could not support a specific analytical claim were not 
used as evidence for that claim. 

3.3. Analytical categories and operational interpretation 
The synthesis used five categories derived from the study objective. Value addition refers to the 
transformation of primary commodities through processing, quality differentiation, packaging, services, 
and market access. Employment and livelihoods refer to job creation, compensation, working conditions, 
skills, and household income opportunities. MSME development refers to the ability of smaller firms to 
enter, survive, upgrade, comply with standards, obtain finance, and access markets. Food security and 
safety encompass availability, access, affordability, preservation, product safety, and consumer 
protection. Innovation and standardization include technological, organizational, digital, quality, and 
environmental improvements that can raise productivity or resilience. Community welfare is interpreted 
as the combined distributional outcome of these pathways rather than as a single directly measured 
variable. 

3.4. Thematic synthesis procedure 
The analysis proceeded in three stages. First, claims and evidence were grouped under the five analytical 
categories. Second, sources were compared within each category to identify mechanisms that could 
plausibly connect industry activity with economic or welfare outcomes, as well as conditions that could 
weaken those connections. Third, cross-category relationships were synthesized into an integrated 
framework that distinguishes immediate industry effects-such as value creation, employment, or longer 
shelf life-from the enabling conditions required for those effects to translate into inclusive welfare. The 
analysis was interpretive; it did not calculate pooled effect sizes or generate new quantitative estimates. 

3.5. Credibility and source verification 
Credibility was strengthened through source triangulation and claim-source matching. National 
numerical statements were traced to official BPS or Ministry of Industry publications, while conceptual 
and empirical claims were supported by peer-reviewed research. Contradictory or cautionary evidence 
was retained when it affected interpretation, particularly for inequality, job quality, technology adoption, 
and sustainability. 

4. Results and Discussion 
4.1. Results 

4.1. Five pathways linking the food industry to growth and welfare 
The thematic synthesis identified five recurring mechanisms, summarized in Table 1. Each pathway can 
generate economic value, but the welfare effect depends on whether benefits are accessible to producers, 
workers, smaller firms, and consumers. 
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Table 1. Food-industry pathways to economic growth and community welfare. 

Pathway Primary mechanism Potential welfare 
transmission 

Main risk 

Value addition 

Processing, quality 
differentiation, packaging, 
services, and market 
expansion 

Higher productivity, sales, 
exports, and demand for 
raw materials 

Unequal bargaining power; 
weak producer participation 

Employment and livelihoods 
Jobs across processing, 
logistics, retail, and food 
services 

Wages, skills, household 
income, and local multiplier 
effects 

Informality, low wages, 
unsafe work, gender 
exclusion 

MSME and market inclusion 

Enterprise creation, 
upgrading, finance, 
certification, and market 
access 

Broader entrepreneurial 
base and local value 
retention 

Credit constraints, 
compliance costs, 
technology and skills gaps 

Food security and safety 
Preservation, distribution, 
affordability, safety, and 
quality control 

More stable access to safe 
food and reduced avoidable 
losses 

Unsafe products, price 
exclusion, poor diet quality 

Innovation and 
sustainability 

Digitalization, standards, 
traceability, resource 
efficiency, circularity 

Efficiency, resilience, trust, 
and long-run 
competitiveness 

Digital divide, investment 
burden, environmental 
externalities 

 

4.1.2. Value addition and structural transformation 
The first pathway is value addition. Processing changes the form, durability, quality, and market 
positioning of agricultural commodities and can move economic activity from low-value raw-material 
sales toward higher-value manufacturing and services [1]. Market linkage is central to this process 
because producers gain little from downstream expansion if they cannot meet buyer requirements or 
reach remunerative markets [9]. Evidence from developing-country value-chain transformation shows 
that upgrading is shaped by governance, standards, coordination, and the capacity of smallholders and 
firms to participate [10]. Upstream-downstream integration studies in Indonesian agroindustry likewise 
illustrate the importance of coordinating raw-material supply, processing, and market demand [34]. 

However, value creation and value capture are distinct. Stable upstream and downstream 
relationships can influence firm performance [35], but concentrated relationships can also increase 
dependency. At the distributional level, global and commodity-specific evidence shows that value-chain 
participation may coexist with income inequality [19], [20]. The result of the synthesis is therefore 
conditional: food processing can raise GDP and commercial value, but community welfare improves only 
when contracts, producer organizations, competition, and market information prevent the added value 
from being captured disproportionately by a narrow set of actors. 

4.1.3. Employment and livelihood generation 
The second pathway is employment. As agrifood systems transform, labor demand expands beyond 
primary agriculture into processing, logistics, wholesale, retail, restaurants, and other food services [14]. 
Innovation and policy can create additional jobs, although employment effects differ across technologies 
and settings [15]. The literature also makes clear that employment quantity is an incomplete welfare 
indicator. Labor governance, wages, occupational safety, working time, social protection, gender 
inclusion, and opportunities for skills development determine whether jobs improve livelihoods [16], [17], 
[18]. 

This distinction is especially relevant for smaller firms and informal food activities. A sector can 
absorb labor while maintaining low productivity or precarious conditions. The synthesis therefore treats 
job quality as an enabling condition rather than an automatic consequence of industry expansion. The 
large scale of Indonesian food-service activity reported by BPS [7] indicates a broad employment base, 
but the available national business count does not establish wage levels, formality, or employment 
quality. Claims about community welfare should accordingly avoid equating the number of enterprises 
with the quality of livelihoods they generate. 

4.1.4. MSME development and market inclusion 
The third pathway operates through MSMEs. Food enterprises can retain value locally because they 
purchase nearby inputs, employ local labor, and serve regional markets. Yet upgrading requires more 
than entrepreneurship. Access to finance, legal status, product registration, sanitation, packaging, 
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bookkeeping, digital marketing, and reliable buyer relationships can determine whether firms remain 
survival-oriented or become competitive suppliers. Indonesian evidence on SME financing shows that 
conventional credit arrangements may not fit smaller firms’ constraints [32], while more recent halal-food 
evidence links financial adaptation with MSME performance [31]. 

Digitalization provides opportunities but can also widen capability gaps. Decision-support systems 
can improve supply-chain decisions in agrifood SMEs [27], and traceability or digital-twin tools can 
increase visibility and risk detection [28], [29]. These benefits require connectivity, data quality, employee 
capabilities, and interoperable systems. For food MSMEs, technology policy should therefore be paired 
with basic management, quality, certification, and market support rather than framed as a stand-alone 
digital solution. 

4.1.5. Food security, safety, and affordability 
The fourth pathway links food-industry activity to consumer welfare. Processing can reduce perishability, 
expand temporal and geographic availability, and support food and nutrition security [21]. Technological 
innovations can strengthen postharvest management, packaging, and safety control [22], while food 
processing has also been associated with the sustainability of food-security indicators in other national 
contexts [40]. At household level, Indonesian evidence supports a positive relationship between food 
security and community welfare [24]. 

The pathway is nevertheless constrained by affordability and safety. More processing does not 
guarantee that nutrient-dense foods become affordable, and weak standards can expose consumers to 
contamination or misleading products. Value-chain coordination and cooperative organization can 
strengthen compliance and food-safety governance [25]. Broader food-security scholarship similarly 
emphasizes that information, distribution, production conditions, and institutional capacity must be 
considered together [41]. The synthesis therefore identifies consumer protection, price accessibility, and 
nutritional quality as necessary welfare criteria alongside product availability. 

4.1.6. Innovation, resilience, and environmental sustainability 
The fifth pathway concerns innovation and standardization. Innovation can improve efficiency, quality, 
formulation, safety, traceability, and market responsiveness [26]. Resilience evidence shows that 
diversified firms and flexible supply chains can be better positioned to absorb shocks [36], [37], while 
broader reviews identify multiple operational and sustainability challenges across agrifood supply chains 
[42]. In Indonesia, resilience of rural agri-food industries is closely tied to the adaptive capacity of MSMEs 
and local production networks [33]. 

Environmental performance determines whether present economic gains impose future welfare 
costs. Circular-economy research identifies opportunities to valorize agrifood waste and reduce resource 
losses [38], while sustainable-production research highlights cleaner technologies, resource efficiency, 
and environmental management [39]. These findings reinforce the need to assess industry performance 
with a wider set of indicators, including waste, water and energy use, packaging, emissions, and 
resilience, rather than treating output growth as a sufficient measure of success. 

4.2. Discussion 

4.2.1. Why economic contribution does not automatically become community welfare 
The synthesis supports a simple but important distinction: the food industry can generate economic value 
at one point in a chain without producing equivalent welfare gains elsewhere. Processing may increase 
the value of raw materials, yet weak producer bargaining power can limit farm-level income. A growing 
food-service sector may create many jobs, yet informality or low wages can weaken livelihood gains. 
Standards can improve safety and market access, yet compliance costs can exclude small enterprises if 
technical and financial support is absent. Digitalization can improve traceability, but firms without 
infrastructure or skills may be left behind. The welfare effect is therefore mediated by governance, 
capability, and distribution. 

This interpretation is consistent with inclusive-agribusiness research, which argues that commercial 
engagement should be assessed in terms of participation and benefit sharing rather than market 
inclusion alone [8]. It also reflects evidence that food-system transformation must reconcile several 
objectives simultaneously [3], [4]. The framework developed in this study therefore places five pathways 
between the food-industry chain and two outcomes-inclusive economic growth and community welfare-
and treats governance, finance, standards, logistics, and resilience as cross-cutting conditions. 



16   AGUS KURNIAWAN ET AL. 

https://doi.org/10.70211/alfi.xxx-xxx  |  e-ISSN xxxx-xxxx  |  © 2026 Kalidaka Cendikia Nusantara 

The resulting framework is presented in Figure 1. It should be read as a conceptual map of 
relationships supported by the reviewed evidence, not as a statistically estimated causal model. 

 
Figure 1. Integrated framework linking food-industry development with inclusive economic growth and 

community welfare. 

4.2.2. Implications for Indonesia 
For Indonesia, the official indicators demonstrate why the sector merits policy attention: the food and 
beverage industry holds a large share of non-oil and gas manufacturing GDP [6], and food-service 
activities are distributed across millions of business units [7]. The policy challenge is to connect this scale 
with broader welfare objectives. Market-linkage evidence suggests that producer participation improves 
when infrastructure, information, standards, finance, and collective organization are addressed together 
[9]. Indonesian agroindustry evidence similarly supports stronger upstream-downstream coordination 
[34]. 

An initial priority is therefore to improve the terms on which primary producers and MSMEs enter 
food-industry value chains. Contract transparency, predictable purchasing arrangements, producer 
organizations, accessible certification, and competition policy can reduce avoidable asymmetries. The 
second priority is enterprise upgrading. Financing should be combined with bookkeeping, sanitation, 
process control, packaging, product registration, and market development so that capital translates into 
productive capability [31], [32]. For halal food segments, certification and supply-chain integrity should be 
treated as part of industrial capability rather than as isolated administrative requirements [30]. 

The third priority is logistics and information infrastructure. Perishable products require reliable 
storage, transport, and cold-chain capability, while digital systems can improve inventory visibility and 
traceability [27], [28]. The fourth is food safety and nutritional quality. Industry development should be 
assessed not only by sales and output, but also by compliance, safety incidents, affordability, and the 
availability of nutritious choices [21], [25]. The fifth priority is environmental upgrading through resource 
efficiency, waste valorization, recyclable packaging, and cleaner production [38], [39]. 

4.2.3. A welfare-oriented policy dashboard 
To make the framework operational, Table 2 proposes indicators that can be monitored alongside 
conventional output measures. These indicators do not constitute new empirical results; they are a policy-
oriented synthesis of the evidence reviewed in this study. 

Table 2. Illustrative indicators for evaluating food-industry growth and welfare together. 
Dimension Illustrative indicators Interpretive purpose 

Economic value Value added; productivity; sales; 
export performance 

Shows industrial contribution but not 
distribution by itself 

Employment 
Number of jobs; wages; formality; 
safety; training; gender participation 

Distinguishes job creation from job 
quality 

Producer/MSME inclusion 
Share of local sourcing; contract 
access; financing; ceartification; 

Tracks who participates in and 
captures value 
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Dimension Illustrative indicators Interpretive purpose 
market entry 

Consumer welfare 
Affordability; product availability; 
safety compliance; nutritional quality 

Links industry performance with 
access and protection 

Resilience 
Supplier diversification; logistics 
continuity; inventory visibility; recovery 
time 

Measures capacity to absorb 
disruptions 

Sustainability 
Food loss/waste; energy and water 
intensity; packaging recovery; 
emissions where available 

Captures intergenerational and 
environmental welfare 

 

Such a dashboard responds to the call for rigorous and multidimensional monitoring of food-system 
transformation [11]. It also recognizes Indonesia-specific concerns about food diversification and 
inequality [43]. The purpose is not to create a universal index, but to prevent a narrow policy conclusion in 
which higher sectoral GDP is taken as sufficient evidence of improved community welfare. 

4.2.4. Limitations 
This study has four main limitations. First, it is an integrative narrative review rather than a systematic 
review; no exhaustive database search, formal risk-of-bias tool, or study-count meta-analysis is claimed. 
Second, the evidence combines studies from different countries, commodities, and scales, so mechanisms 
should be transferred to the Indonesian context cautiously. Third, several national statistics establish the 
scale of economic activity but do not directly measure welfare outcomes such as wages, job security, 
producer margins, or household food affordability. Fourth, the proposed framework is conceptual and 
has not been empirically tested as a structural model. Future research should operationalize the five 
pathways with longitudinal, firm-level, worker-level, producer-level, and household data and test which 
combinations of industry growth and governance produce measurable welfare gains. 

5. Conclusion 
The food industry can support economic growth and community welfare through five connected 
pathways: value addition, employment and livelihoods, MSME and market inclusion, food security and 
safety, and innovation and sustainability. The review shows, however, that these pathways are not 
automatic transmission mechanisms. Their welfare effects depend on the distribution of value and risk, 
job quality, producer and MSME participation, affordability, food safety, access to finance and technology, 
supply-chain resilience, and environmental performance. In Indonesia, the sector’s large contribution to 
manufacturing and the scale of food-service activity justify sustained policy attention, but aggregate 
growth should be evaluated together with indicators of inclusion and consumer welfare. The proposed 
framework therefore shifts the policy question from how much the food industry grows to how that 
growth is organized, who captures its benefits, and whether present gains can be sustained without 
imposing disproportionate social or environmental costs. 
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