
FDI IN AGRICULTURE – GOVERNMENT NOT ON THE SIDE OF INDIAN 
FARMERS 

 
Circular 1 of the Consolidated FDI Policy of the Government of India has been released 
on 31st March 2011, to come into effect from April 1st 2011. This is the third edition of 
the Consolidated FDI policy that came into effect on April 1st 2010 – a second edition 
was released, effective from 1/10/2010. The Ministry of Commerce & Industry’s 
Department of Industrial Policy and Promotion (DIPP) updates this every six months and 
that is how the third edition came about. 
 
The 2010 policy has the following guidelines on FDI in Agriculture1 (a policy of this sort 
has been in existence since 2008 in fact): 
 

AGRICULTURE 
 
 
5.2 Agriculture & Animal Husbandry   
5.2.1 100% FDI is allowed under automatic route in Floriculture, Horticulture, 
Development of Seeds, Animal Husbandry, Pisciculture, Aquaculture and Cultivation of 
Vegetables & Mushrooms under controlled conditions and services related to agro and 
allied sectors.    
 
Note: Besides the above, FDI is not allowed in any other agricultural sector/activity.  
 
5.2.2 For companies dealing with development of transgenic seeds/vegetables, the 
following conditions apply:  
(i) When dealing with genetically modified seeds or planting material the company shall 
comply with safety requirements in accordance with laws enacted under the Environment  
(Protection) Act on the genetically modified organisms.  
(ii) Any import of genetically modified materials if required shall be subject to the 
conditions laid down vide Notifications issued under Foreign Trade (Development and 
Regulation) Act, 1992.  
(iii) The company shall comply with any other Law, Regulation or Policy governing 
genetically modified material in force from time to time.  
(iv) Undertaking of business activities involving the use of genetically engineered cells 
and material shall be subject to the receipt of approvals from Genetic Engineering 
Approval Committee (GEAC) and Review Committee on Genetic Manipulation (RCGM).  
(v) Import of materials shall be in accordance with National Seeds Policy.  
   
5.3 Tea Plantation   
5.3.1 100% FDI is allowed in the Tea sector including tea plantations under Government 
route subject to the conditions of :  

                                                 
1 ‘Consolidated FDI Policy’, effective from April 1, 2010 by Department of Industrial 
Policy and Promotion, Ministry of Commerce & Industry, Government of India, D/o IPP 
F. No. 5(14)/2009-FC Dated  31.03.2010 



(i) Compulsory divestment of 26% equity of the company in favour of an Indian 
partner/Indian public within a period of 5 years  
(ii) Prior approval of the State Government concerned in case of any future land use 
change.  
 
Note:  Besides the above, FDI is not allowed in any other plantation sector/activity.  
The 2011 policy has the following changes made: 
 

 Animal husbandry includes breeding of dogs now; 
 Apart from Seed, development and production of planting material has been 

allowed for 100% FDI by automatic route; 
 The earlier qualifications on tea plantations don’t exist anymore. 
 Explanation about “controlled conditions” is made for floriculture, horticulture, 

vegetable and mushroom cultivation, animal husbandry, pisciculture and 
aquaculture. 

 
For transgenic seeds and vegetables, the conditions listed in 2010 continue to apply. 
 
While it is apparent that such FDI policies are overlooking evidence from the ground on 
anti-farmer trends evolving in the country, it is indeed unfortunate that the half-yearly 
review opportunity is really not being utilized by the government to properly assess the 
impacts and implications of these policies. 
 
It is also important to understand that the Seventh Schedule’s Article 246 in the Indian 
Constitution puts Agriculture in the State List while external trade and commerce and 
industry lie with the Union Government. In such a situation, making policies related to 
agriculture and FDI unilaterally by the Centre is against the spirit of the federal setup. 
 
The impact of such FDI in agriculture can be understood by the example of Monsanto as 
an illustration. 
 
Monsanto was allowed a conditional approval for setting up its business in India in 2000. 
In 2009, soon after Bt brinjal’s approval in India by GEAC (which was later overturned 
by the Minister for Environment & Forests after a democratic and scientific consultation 
process), the Foreign Investment Promotion Board gave permission to Monsanto to sell 
GE seeds  in India provided they comply with various other conditions (mentioned in the 
FDI consolidated policy from 2010 onwards).  
 
Monsanto is present in India as three entities: Monsanto India Limited, a subsidiary of the 
parent company; Monsanto Holdings Private Limited, a 100% wholly-owned subsidiary 
of Monsanto Company and with 26% state in Mahyco and Seminis; and, Mahyco-
Monsanto Biotech (India) Limited, a 50:50 Joint Venture between Mahyco and MHPL. 
 
A conservative estimate of the royalties and sub-license fees earned by Monsanto in India 
in the field of Bt Cotton is around ten thousand crores; it is reported that cotton farmers in 
the country have hardly got any choices left when it comes to cotton seed apart from the 



brands offered by Monsanto and a few others. However, the market belongs 
overwhelmingly to Monsanto and its technology. The MRTP Commission in 2006 in a 
case filed by the Government of Andhra Pradesh ruled that Mahyco / Monsanto was 
indeed indulging in restrictive trade practices and asked it to reduce its royalty and sub-
licensing charges to the levels in other countries like China. Industry data today shows 
that Monsanto and its affiliate companies control nearly 35% of India’s seed industry 
turnout. The controversy around exorbitant seed prices exacerbating agrarian distress for 
farmers in the country remains unresolved. These are all worrisome trends in terms of 
seed sovereignty and real choices for farmers.  
 
These trends are also a matter of concern at a time when the Seeds Bill debate is mostly 
centred around an unresolved debate on regulatory oversight related to seed prices; when 
the BRAI Bill is also being seen as a medium for transgenic crop developer-corporations 
to obtain fast-track approvals at the expense of biosafety and other concerns. While the 
nation is debating these Bills and the Food Security Bill, the fact that FDI in agriculture is 
being allowed is a matter of great concern for the seed and food security and sovereignty 
of the country.   
 
 
 
 
  

**************** 




