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Executive Summary  
 
Need for improving agriculture productivity coupled with relatively lower cost of seeds in total cost of agri-production provides a fillip to the seed 
industry   
a. Agriculture sector commands the largest share of the country’s total land area at about 48% (or 156 million hectares) compared to USA’s 18% (or 158 million 

hectares) and China’s 15% (or 106 million hectares). Despite this, India has significantly lower share in the global agricultural output in terms of foodgrains and 
oilseeds compared to USA and China, and significantly lag China in terms of fruits and vegetables production.  
 

b. The key challenge in India is poor productivity yields across all major crops. Yield is a function of varied inputs such as seed quality, fertilizer usage, irrigation 
facilities, and mechanization. The productivity yields in India suffer on account of fragmented land holdings which impact the level of mechanization, lack of all 
weather irrigation facilities, depleting soil quality due to aggressive use of fertilizers and usage of poor quality of seeds as reflected in low seed replacement 
ratio

1
 (SRR).  

 
c. The important cost heads for agriculture production are labour, seeds, fertilisers, agrochemicals, power, and water consumption.  As per the cost estimates 

provided by the Director of Economics and Statistics under the aegis of Ministry of Agriculture, seeds constitute about 8%-12% of cost of production for most 
major field crops even in states which boast of high SRR for these crops. While the Industry Studies have estimated that the well-balanced and controlled usage 
of inputs (such as mechanisation, irrigation, fertiliser, agrochemicals and seeds) could boost the yields by up to 40%, the adoption of quality seeds in itself can 
boost the yield by upto 15%.  
 

d. As improving the level of mechanisation and ensuring adequate irrigation infrastructure is a long drawn process and challenging due to fragmented land 
holdings, ICRA believes that improving the quality of seeds is a relatively low-hanging fruit to boost the agricultural yields.  
 

Improving SRR and adoption of hybrid varieties amid favourable policy framework likely to support the growth momentum 
a. The Indian Seed Industry is the sixth largest in the world in value terms accounting for about 4.5% of global industry preceded by US (27%), China (22%), France 

(6%), Brazil (6%) and Canada (4.8%). Despite being a leading agricultural producer (only behind USA and China), the relatively small scale of seed industry in 
India can be attributed to poor SRR.  
 

b. The domestic seeds industry, currently valued at USD 3.2 billion, has grown at a CAGR of 8.4% in volumes terms over FY09 to FY15(P) to reach 3.5 million 
tonnes (consumption). While the Indian Seeds industry has its genesis in the establishment of National Seeds Corporation Limited in 1963 with the sector 
opening to private investments in 1988, the growth has only picked up in the last decade with the formalization of National Seed Plan in 2005. This growth is 
driven by adoption of hybrid varieties of seeds promoted by private companies and improving seed replacement ratio for food crops (such as wheat, paddy 
and pulses). 
 

c. The domestic seeds industry comprise all the three types i.e. OPV or varietal, hybrids and biotech / genetically modified (GM) seeds based on the initial 
development process followed by the seed producers. The adoption of Protection of Plant Varieties And Farmers’ Rights Act, 2001 (PPVFRA), covering the 
rights of the producers in terms of protecting intellectual property and those of the farmers by ensuring quality of the inputs spurred the development of 
newer varieties of hybrids and biotech /GM seeds. The data filed with PPVFRA shows that a total of 4237 varieties have been filed with PPVFRA over 2007-2015 
of which 1773 varieties have been issued certificate till March 2015. The focus of majority of players appears to be on extant varieties (which aim to improve 
upon existing variety itself) as new varieties accounted for 227 certifications against 1546 for extant ones.   

                                                           
1
 Denotes the proportion of cropped area cultivated using quality seeds instead of farmers’ own-saved seeds. 
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d. The focus on improving existing varieties is also be driven by the fact that newer varieties particularly Biotech /GM seeds follow a long drawn process of trials 
and approval. As a result, currently only cotton, which was introduced by Mahyco Monsanto Biotech (India) Private Limited (private sector player) is planted 
using GM seeds. The trial runs for many other crops such as rice, maize, mustard, chickpea, sorghum, wheat, groundnut and brinjal are underway by both 
public sector and private sector companies. However, these trial runs have faced widespread opposition from environmentalists, health agencies and farmers. 
Since, hybrid and biotech seeds do not breed on their own, there is a clamour of farmers becoming increasingly dependent on seed companies for their 
technology. Besides addressing the environmental and health safety concerns, the government needs to regulate the industry from pricing perspective if GM 
seeds are commercialized.    
 

e. The government is supporting the usage of seeds by enacting a National Seeds Plan to achieve gradual improvement in SRR and the transition to high yielding 
varieties. To further improve the acceptance and affordability of seeds among the farmers, the government is offering subsidies. This is critical from two 
perspectives: i) combating the vicious cycle of farm poverty which arises due to low productivity leading to low farm income thereby resulting in usage of poor 
quality inputs in the following cropping season which again impacts productivity, ii) achieving the government targets under National Food Security Mission 
(NFSM) which aims to ensure right to food to significant proportion of below the poverty line population in India. 

 

High R&D investments and working capital requirements necessitate external funding support by private producers; PPP in the development process 
along with increasing investor interest could be an effective remedy 
a. The Indian seed industry has evolved from public-sector dominated one till 1970’s into a multi-faceted industry with significant involvement of private firms 

and increasing emphasis on research and development (R&D). ICRA notes that the public sector (comprising of ICAR and SAU’s) breeding programs paved the 
way for the growth of the industry by making available large germaplasm bank as well as finished in-bred lines to many private development programs. The 
continuation of these joint development efforts assumes greater importance today for reducing the time to market for newer variants and duplication of 
efforts.  

 

b. Joint participation model under the aegis of International Crops Research Institute for the Semi-Arid-Tropics (ICRISAT) for millets and sorghum has seen 
significant success in increasing the availability and penetration of high yielding varieties of these seeds (accounting for 80% of total SRR). Initiating similarly 
jointly funded research by various private sector companies (along with ICRISAT or other nodal public sector entity) to develop parental lines for wider varieties 
of crops could prove beneficial for varied stakeholders.  
 

c. The focus of private sector seed companies on hybrid segment which is widely used in vegetables and field crops such as maize, millets, cotton (primarily 
biotech) etc has resulted in higher profitability margins of the private sector players over public seed corporations. Based on ICRA’s sample

2
, the private sector 

companies’s witnessed operating profit margin of about 15.5% (average over FY11-FY14) compared to 9.3% for public sector entities during the same period.   
 

d. The concentrated product portfolio focussing primarily on Kharif crops
3
 along with presence across the value chain (from product development to distribution) 

has resulted in higher working capital intensity for most of the private players. Based on ICRA’s analysis, the private sector companies have a longer cash 
conversion cycle of about 160 days (as seen over FY11-FY14) resulting in NWC/OI ratio of about 40%  as against 75 days of cash conversion cycle for public 
sector players (NWC/OI: 20%).  
 

                                                           
2
 Comprising of 15 leading private sector companies and 3 state seed corporations. 

3
 Since sowing happens over May to July for Kharif season, these companies carry huge seed inventory at the close of financial year for the upcoming sowing season. 
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e. Further, the development of newer seed varieties is a long gestation process requiring significant funding. Thus, the higher indebtedness of private players to 
fund their working capital requirements and support their R&D initiatives has resulted in deteriorating credit metrics. Based on ICRA’s sample of 15 leading 
private seed companies, the gearing ratio has weakened from 0.63x in FY11 to 0.87x in FY14. As the research in the public sector is undertaken by ICAR and 
SAU’s, the public sector companies exhibited stronger gearing ratio of 0.1x over comparable period. 

 

f. This is despite the fact that the private sector seed companies in India lag the leading international seed producers in terms of R&D spend. For eg, the average 
R&D spend of seed companies in India is about 4-5% of sales compared to about 8-10% for leading global companies. In order to step up their efforts and 
arrange funding support for development programmes, the private sector companies explored newer avenues. 

 

g. A few domestic seeds company have obtained private equity (PE) funding. These marquee deals such as Blackstone PE investments in Nuziveedu Seeds Limited 
in 2008 triggered  more such investments in the following years. Besides, the sector has also seen some consolidation, which has been triggered by the need to 
add germaplasm suited for diverse local agro-climatic conditions and move ahead in the development process.  
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