
CONFIDENTIAL AND PROPRIETARY

Any use of this material without specific permission of McKinsey & Company 

is strictly prohibited

Agriculture Committee Report

A FICCI-McKinsey multi-year forum

India ôs Century: 
Sustainable and inclusive 
growth



2

India is the 2nd largest agriculture producer in the world
and leader across multiple categories
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Source: IHS; IBEF; Investopedia, Agricultural Statistics at a Glance 2021

Key competitive 

advantages in agriculture

2nd largest arable land at 

~156Mn hectares

Primary source of 

livelihood for ~54.6% of the 

population

All 15 possible agro 

climatic conditions 

enabling diverse crop 

portfolio potential; two 

cropping seasons 

Relatively low-cost labor 

and crop production

Rising income in the large 

urban and rural population 

driving demand 

Strategic geographic location 

and proximity to food 

importing nations

Rank 2

China India Brazil USA Indonesia Russia Pakistan Nigeria Thailand Argentina Mexico Turkey France Vietnam

Gross agriculture production by country, Million Tonnes, 2020

Ukraine

Global leader in production

of mangoes (24 million tons), 

papayas (6 million tons),

and bananas (31 million tons)

Largest population of 

buffalos (108 million)

Largest milk producer in 

the world (177 million tons)

Largest pulses producer in the world 

(23 million tons) 

Second in the world in terms of 

vegetable production (186 million tons)

Largest producer

of sugar and cotton

Second largest producer 

of rice and wheat 



3

Within the last decade, India has witnessed improvement in crop 
yields and agriculture productivity

The last decade witnessed yield1 increase across most crop categories 

Productivity of India's agricultural workers grew 9% over the last two 

decades 
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Per capita GDP7 from agriculture (constant prices), INR/year 

1. Source FAOSTAT: all figures are weighted average on basis of production

2. Includes Barley, Maize, Millet, Rice, Wheat and Sorghum

3. Includes Bastfibres, Coir, Hemp tow waste, Jute, and Seed cotton

4. Includes castor oil seed, groundnut, linseed, rapeseed, safflower seed, sesame seed, soybeans and sunflower seed

5. Includes Peas dry, Chickpeas, Pigeon Peas, Beans, Lentils and Pulses nes

6. Milk yield for cows, goat, buffaloes, sheep and camels
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20202010

1.62 1.45

2010 2020

1.28 1.27

2010 2020

0.70 0.80

2010 2020

Cereals2 yield trends 2010-2020
Tonnes/ha

Fiber3 yield trends 2000-2010
Tonnes/ha

Oilcrop4 yield trends 2010-2020
Tonnes/ha

Pulses5 yield trends 2010-2020
Tonnes/ha

1.44
1.81

2010 2020

202

364

2010 2020

Milk6 yield trends 2010-2020
Tonnes/animal 

Hen eggs yield trends 2010-2020
Numbers/animal

7. Inflation adjusted; Base year is 2004-05 for 2000-01, 2005-06, 2010-11. Base year is 2011-12 for 2015-16, 2020-21
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Farmers ô income mix is expected to shift further away from óCrops ô 
towards high growth sub -sectors such as F&V, Livestock, Spices

GVO1 of agricultural sub-sectors

· Crops while the 

biggest are 

gradually becoming 

a smaller segment 

of the agriculture 

sector

· Non-crop sub-

sectors - Fruits & 

Vegetables, 

Condiments & 

spices, Livestock 

and Fishing & 

aquaculture are 

growing rapidly
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53

1,148

303
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Forestry & logging

Livestock

Crop

Fishing & aquaculture

Drugs, narcotics

& others 

F&V

Condiments & Spices

6.30%

11.20%

13.10%

4.70%

13%

10.70%

17.60%

CAGR% 

(2011-19)

586

110

153

122

Pulses

Cereals

Oilseeds

Sugars

8.2%

11.3%

5.3%

7%

Category breakdown - top 3/4 GVO and CAGR

76

66

49

26

Mango

Potato

Banana

Onion

12%

15%

13%

9%

29

20

13

11

areca nut

chillies

ginger

garlic

20%

9%

24%

20%

776

251

37Eggs

Milk

Meat

19%

21%

17%

Fast growing segmentLargest segment

1. Ministry of Statistics and Programme Implementation, GoI; all output numbers are based on current prices (i.e., inflation adjusted) 

Agri product category GVO (ó000 INR cr.)
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Several tailwinds are set to drive Indian agriculture

· Increased focus on pulses, F&V, 

dairy etc. and away from cereals

· Higher per capita income driving 

focus on healthy eating choices

Changing demand 

dynamics

· Government Schemes ïfor subsidizing

micro-irrigation (Per Drop More Crop,

Micro-Irrigation Fund), preserving soil

health (Paramparagat Krishi Vikas

Yojana, Soil Health Card) and host of

initiatives under National Mission for

Sustainable Agriculture

· Crop Residue Management (CRM)

Scheme ï for incentivizing CRM

machines, rapid bio-decomposers,

alternate stubble use in North India

· Focused efforts towards wastage

reduction in agriculture and its end-use

Growing awareness 

on sustainability

· Impetus to food processing: various 

subsidies / incentives provided by the 

Government1, setting up of mega food 

parks, high export potential, limited 

market competition etc.; private 

investments on top could be huge 

impetus

· Proxy aggregation to enable scale by 

creation of FPOs, CBBOs

· Emergence of Farm to Fork / D2C 

start-ups, Agritech Investors, stronger 

market-linkage

Strengthening of 

market linkages

· Digital tool/platforms across value 

chain (input sourcing, farm lending, 

logistics, online marketplace, insurance)

· Better Agri Practices ïfarm 

mechanization, IoT remote sensing, 

precision agriculture 

· AI / ML solutions leveraging huge data 

libraries (spanning across soil & water 

consumption, weather impact, markets 

demand/supply etc.)

Adoption of Digital / new 

practices in Agriculture

1. PMKSY, One District One Product, PM FME, PLI scheme for Food Processing, Special Food Processing Fund for Mega Food Parks, Priority Sector Lending
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1. In nominal terms; Current export number as per FAOSTAT; aspiration in line with 

HLEG report on Agriculture exports 

2. MGI ïIndiaôs Turning Point

3. Report ïUnlocking value for Indian Food Processing Sector

4. Food and Agricultural Organization (FAO); food produced in India wasted 

every year due to fragmented food systems and inefficient supply chains

5. Based on NABARD sectoral report ïFarm Mechanization

Given its endowments, India can aspire to become a leading player 
in global food supply while ensuring sustainable & inclusive growth

6. Ministry of Water resources, RD & RR 

report on óWater Use Efficiencyô

From ~40%4

currently to 

<20 %

Reduction in food waste / 

spoilage by 2047

From USD 50 Bn

in FY22 to 

$90 -100 Bn 1

Agri products exports 

by 2030

45 -50 %3
reduction in GHG 

emissions from agri by 

2047 vs. 2019 emissions

From 5-10%2

currently to 

40 -60 %2

Precision farming adoption 

(by 2030)

Farm Mechanization by 

2030

From ~40%5

currently to 

60 %

From 38%6

currently to 

~60 %6

Water use efficiency by 

2030

From $3003 Bn 

in 2020 to 

$600 +Bn 3

Increase in food 

processing industry (by 

2026-27)

From 43%

currently to 

>60 %6

Irrigation coverage by 

2050
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However, there are several challenges across the agriculture value 
chain that constrain the sector ( 1/ 2)

· Access to Formal Credit ï30%+1 farmers take loan from informal sources, paying 10% percentage points higher interest rate

than bank rates

· Low Farm Mechanization (40% only2 - limited largely to tractors only) due to lack of awareness, availability of market finance

Low awareness on cropping patterns ïfor farming high value product choices, production imbalance with undue focus on

cereals etc.

· Fragmented Land Holdings ï86%3 of Indian farmers are categorized as Small and Marginal (with land holding < 2 hectare),

together capturing 50%3 of total cultivated area. The average land holding size is ~1.1 hectare3

· Degradation in soil health ï55%4 of the countryôs soil is deficient in nitrogen, 42%4 in phosphorus and 44%4 in organic carbon.

Soil organic matter content in most cropland soils of north-western India and elsewhere is often less than 0.5%4

· Burgeoning Water Stress driven by low penetration of modern irrigation techniques (micro-irrigations, precision agriculture) and

unsustainable cropping patterns (focus on rice, sugarcane).

· Low Productivity (yield) is significantly lower than Asian averages (35-50% lower against global benchmarks); room for 2x

improvement5ïimpact on land requirement and farmer incomes.

· GHG emissions: India is the largest contributor to global agricultural emissions driven by lack of modern agri practices6

· Expected reduction in labor availability due to opportunities in non-farm jobs combined with reduction in average landholding

size. Re-Skilling of labor moving out of Agriculture to jobs higher up in the value chain5

4. 2019-20 Soil Health Survey by GoI, Healthy soil has about 2.5% to 3.0 % by weight in the root zone

5. Average rice yield is 3.6 t/Ha compared to 6.7 t/Ha in China

6. 0.7 GtCO2e in 2018;  as per Total Agricultural Emissions data published by CAIT

1. Inputs

2. Ag. 

Production

1. NAFIS Report 2016-17

2. Against ~95 % in US, ~75% in Brazil and ~60% in China; NABARD ïFarm Mechanization report

3. Agricultural Census (2015-16)
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However, there are several challenges across the agriculture value 
chain that constrain the sector ( 2/ 2)

1. Food and Agricultural Organisation (FAO)

· Low conduciveness of Indian produce to food processing, mainly due to quality characteristics demonstrated by a majority of

the national produce, e.g., in the case of tomatoes, the "Extra Class" variant demonstration firm flesh and must have

appearance/color characteristics is produced scarcely in India

· Limited awareness on food processing to support demand creation for the domestic market, mainly due to limited branding

& marketing

· Underutilization of processing units owing to seasonality of agricultural produce, leading to distressed assets

4. Secondary 

processing / 

CPG

· 40% of agricultural outputs spoils before reaching the customer1. The key challenge lies in adequate storage infrastructure

(including farm level infra) and low market transparency (distress sales, multiple middlemen).

· Low translation to Exports: Indiaôs Agri Exports constitute only 2.5%1 of Global Exports, despite India ranking 2nd globally in

terms of total agricultural production and occupying leading position in many high-value foods (F&V, dairy, poultry etc.). Key

challenges lie in weak market linkages, low exposure to export markets, inadequate cold chain infra (transport & storage)

facilities, high logistics costs etc.

3. Trade, 

primary 

processing, 

ingredients


